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Attached is the   s tudy   prepared  by t h e   U n i t e d   S t a t e s  
Delegst ion on the   cu r ren t   p rob leas  and f u t u r e   p r o s p e c t s  o f  t h e  
Bui;anian economy. This  Document w i l l  se rve  as the   bas i c   pape r  
during the   second  examining  session  on  the Rumanian  economy, 
t o  be held i n   e a r l y  1968. 

2. De lega t ions   a r e   i nv i t ed  t o  send t o  tile  Zconomics 
Direc tora te   any  comments on this Paper o r  any   add i t iona l  
information on the  subject   which  tney  might   wish t o  make a v a i l a b l '  
t o  t h e  Sub-Committee. 

O Twlj /'Y-xT i; , 
Brussels, 39. 
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Bucharest shms signs of a growing awareness that despite  considerable 
"i ".. - -.~.A.c""" 

progress i n  the na t ion ' s   rap id   indus t r ia l iza t ion  drive, which still sus- 
tains an annual inClustrial gmdA rate well over 10 percent, and a 
sa t i s fac tory  performance i n  agriculture, w i t h  enough f d  to  m t  donEstic 
needs and provide  significant currency-eaming exports, Wmania's increas- 
ingly a n p l e x  emnanic pmbluns rmst be met with mre pragmatism. The 
kmmian Catmnmist Par ty   leadership has accordingly decided the t h  has 

to intrcducc a masurcd emnolnic reform. W h i l e  groping tomrd 
economic decentralization with masures incrcasing indus t r i a l   au tonay ,  l 
however, na t iona l i s t i c  and autarkic-minded  Party chief Ceausescu is ~ 

character is t ical ly   taking steps to t ighten his political controls  a t  the 
top of the internal a h i n i s t r a t i v e  structure. The reform program that is 
scheduled to begin i n  1968 will balmm ecunonnic loosening with p l i t i c a l  I 

streamlining. Altogether, this program represcats  a màest  alteration of 
what will remain a mrrunand emnomy on the  classic Soviet  rmkl. It 
nei ther  parallels such econamic refoms as the Yugoslav, wlnich asp i res  
toward what has 03m to be kno-m cas market socialism, nor, more imprtantly,  
dms it masure up to the less ambitious refoms announced i n  Czechoslovakia, 
Hmgary, or Bulgaria. In the P-ian conte*, however, the cumrrent 
changes, particularly in the administrative sphere, seem of poten t ia l ly  
far-read1ing sigrli€icance. Whether intrcduction of the new Rmmian 
system w i l l  lead to greater economic eff ic iency,   only tine will tell. 

l 

In the external spherel F&mda accelerated in 1967 i ts  mnpaign to 
build emnomic relations with the nonmmnunist world to the e:.ctzent that 
it has now gone further in this di rec t ion  than any other  East E u r o p a n  

i +sountry except Yugoslavia. 1 Par t icu lar ly  wittl TtTest c ;~mmy,  in the wC*e 
1 Q€ establishnwt of f u l l  diplomatic re la t ias ,  Romania has dramatically 
istrepwd up the pace of economic and cozmrcial wclmnges$ A t  present,  

Fbrmnian foreign trade, according to Rucharest claims, is about equally 
divided beheen conanunist (53%) and nonccmmmist (47%) countries. As a 
matter of political prudence, the RrmElniuls will pmbcably aim a t  keeping 
the Soviets as their ranking trading p r t ~ ~ e r .  But owr tim, Soviet  
influence i n  Fcmnian comrce, as well as a l l  other f i e l d s  of ac t iv i ty ,  
steadily  atrophies.  All this reflecks Fmcmia's steadfast efforts to  
wrest i t s e l f  free from Soviet   dminat ion,  s t rengthm its national  in2eLpn- 
dence l i n e  by d-2vel.oping strategic inswar.= in the form of expanclell 
ties w i t h  the West, and press on with constmc-kion of its uniquz s y s t m  
of national oomculism. Its efforts appear to c k s c m  srnathetic ma- 
sideration an the p,- of the Ffestem Zevefoped natioas. 
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?Ae Fananian emnorrqr continues to grcm rapidly. During 1960-66, 
Ftmanian gross national product (W) increased at an estimated average 
annual rate of 680, a rate surpassed only by Bulgaria m n g  the Eastern 

mst  West E'urcpean countries. Increased industrial production has made 
the main contribution to eomomic gmvth. Tne gm&h of agricultural 
output has been slm in spite of large increases i n  supplies of fer- 
t i l i z e r  and other inputs. RMania's GNP in 1366 is estimated a t  about 
CE; $15.8 billion (at 1965 prices) or about $830 pt3r capita, smwhat  
higher than the figure €or G r e e c e  but mudl ~JAOW the fevsl i n  West.ern 
Europe and even in #e northen? EuroLman Comnunist countries and the 
USSR. Table 1 shows estimated indexes of GW, value added in  industry, 
and n e t  acjricultw-al production. 

! Eumpean mnnunist  countries and sonlewhat higher than that achieved by 

Elr%nania' s abundant natural resources have b e n  an inprtant factor 
in rapid emnomic gm&.h. The a u n t r y ' s  major resources -- petrolem, 
timber, and agricultural land -- provide Rmania's major exports, espec- 
ially in trade w i t h  the  t.7est.l Table 2 presents Romania's ckgree of self- 
sufficiency in selected mmmdities. 

"he flaw O€ agricultural labor into the non-agricultural l a r  
force has been another major facbr in emnomic gm&h (see Table 3) e 

W i n g  1960-66, nonagricultural eqDloymnt increased a t  an estimated 
average annual rate of S%, whereas the  population of working age grew 
at a rate of 1%. 

Finally, the rapid eoonomic g r a d   i n  r e c e n t  years has been made 
possible by the high rate of inwstnEnt,  along trith greater  mncentration 
than in earlier years on investmnt i n  mchine~y and ecjuiplmt; by large 
i q ~ r t s  of equipmnt and s k i l l s  f r o m  industrialized T;'estern c o u n t r i e s ;  
and by increased utilization of industrial  capacity. After 1958,  hen 
t he Soviet Amy finally withdrew froin postwar Romania, and in w a k e  of 
a fivc-year period (1954-58) of cautious emncmic policy, the government 
in 1959 embarked u,mn an mbitious invcstm?nt program. During 195946, 
gross fixed investrrcnt  increased at an average annual rate of E!, or 
a t  5 t k s  the rate achieved during 1954-58, Investnent in mcl~mery and 
equiprent grew a t  an average m u a 1  rate of 18%, with investmnt in h- 
ported mlchinery m~d equipnmt increasing a t  an average annual rate of 
26%. Table 4 shows the distribution of investrwnt by emnormic sector. 

Industry has contributed na3.r-e than any other sector to the gravth 
of Rxnnlan aF. hiuch of the grcwth of industr ia l  production has caw 
from incrcxased productivity, which i n  turn has ken largely du? to  the 
graving use of advsnced rmchinery and equiprent.  W i n g  1960-66, value 
added in industry increased at m esti.mltei! averac,- carmual rate o f  11% 

1. In  this paper, " the  West" refers ta the non-mmmist world i n  toto. 
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s lower   g rowth   p lanned   for   inves tment .   Never the less ,   the  Romanian regime 
hopes -- i n   a c c o r d a n c e   w i t h  i t s  p o l i c y  of import ing  equipment  of t h e  
h i g h e s t   t e c h n o l o g i c a l   l e v e l   f r o m   t h e   b e s t   m a i l a b l e   s o u r c e  -- t o   c o n t  i.nue 
t o   o b t a i n   l a r g e   a m o u n t s  of equipment   f rom  the   indus t r ia l ized   Western  
c o u n t r i e s .  

I n  s p i t e  of t h e   e x p e c t e d  slovrdown i n   t h e   g r o w t h  of inves tment  and 
of   impor ts ,  Romania s h o u l d   b e   a b l e  t o  r e a l i z e  i t s  1970 goal f o r  in-  

s t r u c t i o n   o r   i n  the. e a r l y   s t a g e s  of o p e r a t i o n  w i l l  come i n t o  f u l l  pro- 
d u c t i o n   d u r i n g   t h e   c u r r e n t   5 - y e a r   p l a n .  hfany of t h e s e  net.3 p l a n t s ,  as  
well  as p l a n t s   b e i n g   b u i l t  dur1.q  t h e   c u r r e n t   5 - y e a r   p l a n ,   u s e  ma- 
chinery,   imported  f rom t h e  West; t h e y   i n c o r p o r a t e  a h i g h e r   l e v e l   o f  
t echno logy   and   a r e   capab le  of producing  goods of h i R h e r   q u a l i t y   t h a n  
cou ld   have   been   a t t a ined   w i th   mach ine ry   p roduced   i n  Romania o r   o t h e r  
Communist c o u n t r i e s .  

Y d u s t r i a l   p r o d u c t l o n .  A larse  number  of   plants   previously  under   con-  - 

The o u t l o o k   f o r   a g r i c u l t u r a l   p r o d u c t i o n  i s  less  p r o m f s i n g   t h a n   t h a t  
fir indus t r i a l   p roduc t ion .   G iven   ave rage   wea the r   cond i tons ,   t oge the r  
w i t h   t h e   r e g i m e ' s   d e t e r m i n a t i o n  t o  i n c r e a s e   i n p u t s  of  f e r t i l i z e r  and 
improved seed, t o  e x p a n d   t h e   i r r i g a t e d  area,  and t o  o f f e r  more i n c e n t i v e s  
t o  the f a rmer ,  Romania should  be a b l e   t o   a c h i e v e  a ~ r o w t h   i n  gross  
a g r i c u l t u r a l   p r o d u c t i o n  a t  l eas t  e q u a l  t o  t he   avc raae   annua l  ra te  of 2.5% 
ach ieved   du r ing  1961-65, though  no t  s o  r a p i d  as c a l l e d   f o r   i n   t h e   p l a n .  
I n  19GG a l o n e   g r o s s   a g r i c u l t u r a l   p r o d u c t i o n   r e p o r t e d l y   r o s e  14Z, n a i n l y  
as a r e s u l t   o f   u n u s u a l l y   f a v o r a b l e   w e a t h e r ,   b u t   o u t p c t   i n  1967 may show 
l i t t l e  o r  no i n c r e a s e .  

a 

Thus ,   the  rate-of growth of  t h e  Romanian  economy during  1366-70 
probably  will b e   n e a r   t h e  6% a y e a r   a c h i e v e 3   d u r i n g  1360-65. In  t h e  
1970's,   however,  i t  will become i n c r e a s i n g l y   d i f f i c u l t  for  Rorcania t o  
ma in ta in   such  a h igh  ra te  of grovth.. Rapi-d g r o v t h   i n   t h e   l a t e  19.50's 
and e a r l y  1960 ' s  was d u e   m a i n l y   t o :  (l) a more e f f e c t i v e   m o b i l i z a t i o n  
o f   r e sources   by   t he   gove rnmen t   ( a f t e r   l i qu ida t ion  of  the  Floscow-controlled 
I'sOVrOmll companies   tha t   had   dra ined  a postwar  Romanian  economy a l so  b e s e t  
by t h e   u p h e a v a l s  of n a t i o n a l i z a t i o n   a n d   c o l l e c t i v i z a t i . o n ) ,   w h i c h   o e r -  
m i t t e d  a h igh  ra te  of inves tment   and   rap id  expansion of e x p o r t s :  and 
(2 )  a m a j o r   r e d i r e c t i o n  of trade toward   t he  West and the   consequen t   i n -  
f u s i o n   o f   V e s t e r n   t e c h n i q u e s  on a l a rge   s ca l e .   These   changes  were r e l a t e d  
t o  a g e n e r a l   r e v i v a l  of Romanian n a t i o n s 1   c o n f i d e n c e .   T h e i r   e f f e c t  i s  
u n l i k e l y   t o  crane; b u t   n e i t h e r   c a n  i t  be as  gr.eat  a s t imu lus   t o   economic  
growth i n   t h e   f u t u r e  as  i n   t h e  p a s t .  To a c o n s i d e r a b l e   e x t e n t   t h e  
momentum c r e a t e d   i n   t h e   e . a r l y  1969's  will s u s t a i n  rapi.d growth  through 
t h e  l a t e  1 9 6 0 ' s .  Rut i n   t h e  1970 ' s  growth will slow u n l e s s  new s t i m u l i  
are  found.   Al though  the  economy s t i l l  has nmny p r i n i t i - v e   a s p e c t s ,   i n -  
c luding   underemployed   labor ,  easy lmprovemcnts a r e  becoming  more  scarce 
and  economic  problems less amenable t o  s i m p l e  s o l u t i o n s  a s  modern iza t ion  
progresses. 

The  Romanian l e a d e r s   r c c o g n i z e   t h e  need f o r  many improvenents  i n  
t h e   o p e r a t i o n  of t h e  economv i f   r a p i d   g r o w t h  i s  t o   c o n t i n u e .  Rapid 
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economic  growth  probably will r e q u i r e  a fur ther   g rowth   of   impor ts  and 
t h e s e  w i l l  have t o  be pafd f o r  wi th   expor t   earn ings .   Rapid  p,rowth O €  
e x p o r t s   i n   t u r n  requires a s t eady   improvemen t   i n   ag r i cu l tu ra l   t echn iques  
and i n  t h e   q u a l i t y   o f   i n d u s t r i a l   p r o d u c t s ,  The  Ronlanians a l s o  w i l l  
have   t o   p l an   i nves tmen t s   be t t e r   and   u se  them  more e f f i c e n t l y  i f  t h e  
inves tment   cos t   o f  r a p i d  economic  development i s  t o   b e   k e p t  low enough 
t o  a l low fo r   an   adequa te  r ise in   consumpt ion ,  T h u s ,  even  though 
t h e  Romanian  economy i s  p e r f o r m h g   s a t i s f a c t o r i l y  a t  p r e s e n t ,   t h e   r e g i m e  
i s  l o o k i n g   t o   t h e   f u t u r e   a n d  i s  experimenting  with  economic  reforms.  

Economic  Reform 

The  Romanian r e g i m e ,   a f t e r  l o n g  h e s i t a t i o n ,  has f i n a l l y   d e c i d e d  on 
a program of " p e r f e c t i n g "   t h e  economy -- the   t e rm  re form" i s  s t u d i o u s l y  
avoided -- r emin i scen t  of a s p e c t s  of some of  the  programs  adopted  by 
o the r   Eas t e rn   European   coun t r i e s .  The d r a f t   d i r e c t i v e s   w h i c h   r e p r e s e n t  
a measured  reform  despi te   regime  sementics  were approved  hy  the  Party  Plenum 
of 5-6 October  1967. (1) The r e f o r m s   a r e   d e s i g n e d   l a r g e l y   t o   r e d u c e   t h e  
" p e t t y   t u t e l a g e ' '   c h a r a c t e r i s t i c   o f  command economies .   "Pe t ty   tu te lage"  
d i v e r t s   t h e   c e n t r a l   p l a n n i n g  and   keeps   indus t r ia l   managers  from managing, 
t u r n i n g  them a l l  i n t o   p e t t y   b u r e a u c r a t s .  

Al though  the   poor   qua l i ty  of p l ann ing  and management w o r r i e s   t h e  
Romanianleadersh ip ,  Romania i s  under no immediate pressure t o   i n i t i a t e  
b a s i c   i n s t i t u t i o n a l   c h a n g e s   i n   t h e  economy. It i s  the  on ly  Eas t e rn  
European   count ry   tha t   has  s t e p p e d  up  i t s  economic growth i n   t h e   1 3 6 9 ' s  

a d  s h o r t - r u n   p r o s p e c t s  are s t i l l  good.   Never the less ,  the Romanians 
r e c o g n i z e   t h a t   t h e y  must  f i n d  a w a y . t o   d e c e n t r a l i z e   d e c i s i o n  making i f  
t h e y  are t o   b u i l d  a modern i n d u s t r i a l  economy. Thereform Drozrnm 
announced in  October  and  approved a t  a December6-8 Nat iona l  Party Con- 
derencc  (the f i r s t   s i n c e  1.945) ,  is expected.  t o  u n f o l d   g r a d u a l l y   i n  L!j6S'. 

As i n  a l l  of t he   Eas t e rn   European   coun t r f e s  except Uunparv, Fornapian 
economdc r e f o r m   s c e k s   t o   a c h i e v e   d e c e n t r a l i z a t i o n  in i n d u s t r y  by s e t t i n g  
up new economic u n i t s  <lumped - by b r a n c h   p r i n c i p l e )   b e t m e n   t h e   m i n i s t c r i a l  
and enterprise level .  These new " i n d u s t r i a l   c e n t r a l s "  a r e  to   have  bronc1 

con t ro l   ove r   g roups  o f  e n t e r p r i s e s  and vil1 e x e r c i s e  many of  t h e  p l ann tnz  
and manap,nrncnt f u n c t i o n s  previous1.y e x e r c i s e d  'by  the   cen t r a l   govc rn r l en t ,  

i nc lud ing   subs t an t i a l   r r spons i .b i l i . t : i . c s  f o r  f o r e i g n  t r a d e .  The i n d u s t r i a l .  
e n t e r p r i s e s   a l s o   a r e   e x p e c t e d   t o  becorne  more i n d e p e n d e n t   i n   t h c i r  day-to-day 
o p e r a t i o n s ,  and r e p r e s e n t a t i v e s  of  t h e   w o r k c r s   a r e   t o  be given  a v o i c e  i n  
management. 

The o t h e r   s p e c i f i c s  of the   re form progrnm i n c l u d e  a c u t b a c k   i n   t h e  
number  of  mandatory  7roductio:l quotas ;  a gene ra l .   r ev i s ion  o f  p r i c e s  t o  
r e f l e c t   s u p p l y   c o s t s   a n d ,  i n  SOEE c a s e s ,  r e l a t i v e   s c a r c i t i e s ;  some looscninp, 
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of price  controls  o v a  finished gmxls; a reduction in the n w k e r  of 
m m t i e s  central ly   a l located;  a partial .  shift in   i nves tnen t   f i nac ing  
from budget g E n t s  to bank loans and self-financing o u t  of p ro f i t s ;  and 
increased use of incentive  payixnts for nmagers and workers as well as 
inmm deductions for failure to met planned targets. P h y   o f  these 
innovations have keen m6er discussion  for  a t  least a year and som 
&l.ready have been tried o u t  on m e q e r i m n t a l  basis. I n  July 1967 

for t h e i r  m operations over a tr ial  period  of 6 mnkhs. 
the Ramanicms selected 71 en terpr i ses  to  be given greater responsibi l i ty  

Before drawing up their reform program, the kmmians  s tudied 
carefully the expsrience of other countries -- including Lqestern coun- 
tries -- w i t h  emnanic  planning and mr;nagemnt. I n  June 1967 it was 
report@ t h a t  the Czechs had becn del iver ing to fiom3nia large quantities 
of i n f o m t i o n  on Czechoslovakia's economic reform, In Septenker 1967 
bmanian Connrunist Party d x r s  went to East &many to stcdy the ex- 
periences of the SED i n  the field of eanomic pPuu~iny and numagan t .  
ROaMnicm planners went to France i n  January 1966, to  I t a l y  in March 1967, 
and to the United States i n  1.2trch-April 1967 to g a t h e r   i n f o m t i o n  on 
emvlornic planning and rnanagamk  In August 1967, three Br i t i sh  nanage- 
mt experts went to Wmania for a week to discuss with Iisnaanian experts 
inrproveimnts in the eff ic iency of the managerial s t a f f  and i n  the S C i ~ t i f i C  
organization of production. 

Planning: The F&mmian leadzrship is intent 011 d i n g  the e n t i a 1  
planners m x e  professional. The planners are to concentrate on applying 
the tools of mdern eoonomi.c analysis to policy questions and major 
operating problem. Besides  additional training for planners, the progran 
provides  for major changes i n  the system of gathering and distributing 
economic in formt ion ,  including s u b s t a n t i a l   i n v e s ~ m t  i n  data processing 
quimt. 

Finane: One object of refonn is to relieve the cen t r a l  a u t h r i t i c s  
O€ the worst of the job of a l loca t ing   invcs tmnt  funds. Applications  for 
budget grants for investmat have always m u n t e d  to f~ar  mre thm the 
available funds. They are free; ever@oQ applies.  Major new pro je&s 
arc f a i r l y  easy to judge on the b i ~ ~ i s  of nat ional  economic goals, but 
funds for r e l a t i w l y  small projects tend to bc allocated mstly by rule- 
of-th~nnb fornulas. I n  proposing to eliminate budget grants for rrany or 
mt of the smaller inves tmnt  projects in f,-wor of bank financing and 
self-financing by enterpr ises ,  the reg im is counting on the self-in- 
terest of en terpr i se  managwent to hc1.p i n  rationing i nves tmnt  funds. 
Managers .having to pay i n t e r e s t  on fur-.ds borrcwed f r o m  banks presurrL&ly 
w i l l  consid2r  whether an i n w s t m m t  will a t  least earn the ammt of the 
in te res t .  Banks also w i l l .  have son't3 se l f - in t e re s t  i n  vetoing dubious 
projects. Similarly errtaprises wi1l ha+ s t m n g e r   i x e n t i v e s ,  it is 
hopd,  to  i n c r e a s e   p r o f i t s   i f  a considercable share cm be retained for 
inwstmnt . 

" 
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consisting of representatives of the indus t r i a l  "ais M i l l  bc sct 
up in countries t o  which cxyxxts al.rcady arc L X ~ C  or whclru proqxcts 
m favorable  for  increxi.ng eqmrts. Ecmnornic agencies a?1:cc7cly 

ad will be convertcd to ccc;~~mic ::cctions of the cl.ipl.c.m~t.ic 
r c i a l  aycnks are to  h paid  acmrding to their contri- 
ed foreign  trade exchanges and the increased  profitcability 

of trade w i t h  the oountries  to which they are assi.gned. 
c&< !2 .I.Lx. d Q- h i J - 7  , 

Economic d P o l i t i c a l  The -nians pre- 
sunably are under no i E i o n s  -- h a f i g  observed the e x p r i e n e   o f  
CzechosJovakia and E a s t  Germany -- a s  to the probable  effectiveness  of 
the proposed emnamic reform program. Perhaps the mst that can be 
expected f r o m  such a program is SCTE upgrading  of p r f o m a x e  by planners 
and managers. In any case, the reforms  cannot be exwcted   to   p revent  a 
gradual decline in the rate of economic g m t h  of bmania's increasingly 
complex industrial society. The pro,oosed e e o n d c  changes, signif icant ly ,  
are mnbined w i t h  a major overhaul of the provincial xhinistrative 
bureaucracy. The present set-up of 18 regions, 150 raims, 184 t o m s ,  
and 4259 cmunes will be strcadined i n t o  40-45 counties (un6er  Bucharest's 
direct supervision) an unspecified numbr of t m s , a n d  1600 to 2250 
COilPlRUles. Creation of th is  new in te rna l  Establ ishrent  represents a 
political mve allowing  Party  chief Ceausescu to reshuff le  personnel 
and the adninistrative structure to strengthen h i s  control  over both. 
While tightening the Party's g r i p  a t  the top, however, Ceausescu seexr~ 
willing to reduoe the interference  of  apparat&iks at lmer levels of 
the eaono~ty. The success of the economic changes w i l l  depend to a large 
degree on h m  t h i s  p o l i t i c a l  strecamlining schen~ emreshes with  the 
masured emnOmic decentralization implied i n  the draft direct ives .  

"- 

Foreign Economic Pelations 

Since 1959, i n  supprt of its program of rap id   indus t r ia l iza t ion ,  
Ramania has greatly e-xpanded its trzde with Western colmtries, primarily 
i n  order to obtain machinery and equipanit of advanced technology not 
available i n  the Communist world. The share of the West i n  total trade 
rose from 20% i n  l959 to 358 i n  1965 and to 40% i n  1966 (see Table 9 ) .  
l'bis share reportedly  increased tG about 47% i n  the f i r s t  half  of 1967 (1). 
The share of the West i n  the trade of other Eastern European Comunist 
countries in 1966 was 26% to  27% for  Bulgaria, E a s t  Germany, and  Hmgary; 
308 for Czechoslov&cia; and 37% for Poland. 

Ranmian exports to  the West consis t  largely of fooclstuffs, tirrbx 
products,and petroleum p~oclucts. Western European damd for these 
pnxhc t s  has renvtined strong enough to allcw Rmania to  increase its 
trade rapidly  with these countries. 

. .  
" 

(l) The Foreign trace data used in t h i s  report are bzssd on official 
nDnaanian stat is t ics  unless otherwise indicated. The 19G7 figures break 
dom to: 53,3% with the COrmunisI: world; 39.6% with the i n d u s t r i d i z e d  
West; and 7.1% with the t m & r d e c . c l ~ c l  states. 
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In order to acquire ks tem tcclmolcryy as f a s t  as possible, Fbrrmia 
has resorted to borrowing from industrialized k?eskm countries. Since 
1959, Western E u r o p e c t n  and other dewlop3 countries have shown a greatly 
increased interest in trade with E a s t e r n  EuroL- and a willingness to 
extend substantial mdium-term and long-term credits to cover purchases 

ability to repay credits by the further expansion of exprts, have taken 
the ful les t  advantage of the availability of Western credits. 

L Of major new instal la t ions.   bnwia ar,d Bulgaria,  confident of their 

G m v t h  and Geographic Distribution of Foreiqn  Trade. "e growth 
of trac with Western countries, espciZlly with "&vzlopd muntries 
of Western Europe, goes fa r  to account for the acceleration of Fornanian 

increased 134%, an average of 13% per year,  conpared with a rate of 4% 

- 

trade in the 1960's.  In  the sem years 1960-66, total  bmim trade 

, " 3  in the previous four years. 1 During this period, trade w i t h  Conamznist 
3' countries increased by only 75%- whereas tracle with the West rose by 
-"'369%. Trade with the industrialized Nest grew e m  faster. In  1366, 

73% of kmania's  trade w i t h  the West was w i t h  the developd countries of 
Westxxn Europe, 19% w a s  with the less-developd countries, and only 78 
was w i t h  Japan and the United States (1) . Fanania's leading trade 
partners in the Wzst were West Gnnany (23% of total  trade w i t h  the V?zst), 
Italy (13%) I France (11%), the United. Kingdom (g%), and Austria ( 5 0 ) .  In 
1965, West @ m y  replaced Czechoslovakia as Rmanicl's second largest 
trade partner. In 1966, RDmanian orders of equiptent f r o m  the industrial 
West shot to  $320 million--mre than all other East Europecm orders 

geographic area and by individual countries. 
a3mbjned. T&~JEO 10 through 13 for the value of Rwlunian trade by 

The USSR is still Fbmia '  S principal tracmg partner, but the Soviet 
share in tsotal Ranmian t ra& has fallen steadily. In 1966 it was only 
34% as compared w i t h  42% in 1964 and 47% in 1959. Trade w i t h  the USSR 
increased 89% during 1960-64 but declined 12% during 1965-66, m t l y  as a 
result of a 20% decline in Fonmian imprts. The drop i n  these inprts 
was in part due to the CEMA decision to adjust dmward  the prices of 
certain raw materials"especial1y  iron ore and coal--so that the prices 
of these co-ties  would be nearer to world nlarket prices. This decision 
apparently has had a mre depressing effect on Soviet exports to Romania 
than on Romanian exports to the USSR. 

The share of other Cmmist countries in Romanicm trade has also 
declined. Trade with the Eastcm E u r o p a n  Corronunist a m t r i e s  increased 
929 ktween 1359 and 1366. Trade w i t h  these countries accounts for &ut 
one-fifth of total P a m i a n  trase, Czechoslovakia and East  maan any k i n g  
the mst inportant trading partners. Tradc with the Asian Cormmis t  
countries with Albania increased 73% ktv,-eElcn 1959 and 1366. I n  1966 
it accounted for only 5% of total  Fbr twbn  t r ack .  

(l) Accor&ng to the r e p r t r n y  of Vkstenl wuntries, these shares cam 
to 69%, 23%, and G%, respectively. . 

L_I "":- 
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AS a result of sub~tantial drawings on kkstexn credits, mmnicm 
inprts have gram faster ehm cxprts. E~pr- t - .s  to t h 2  West rose 315% 
during 1360-66. These exports incrcascd 78% i n  1960 follcPvincj scvcral  
ycam of wry slutr gonvtii. A E t c r  rising anot11e.r 228 in 1361, they grew 
at an average amual  rate O€ l08 dur ing  1962-65 and jumped anoLhcr 304, 
h 1966. In Jawmy-Jutlc 1967, I?man.icm ewrts to the indusLrialized 
West increased 248; over Januxy-June 196G (1). Imports from the %st have 
increased mre rapidly than expr t s .  During 1360-66 they increased 
429%. These imports grew a t  an average annual rate of 65% during 1960-61 
and of only 12% during 1962-65. I n  1966 they increased 24%. Imports 
f r o m  the indus t r ia l ized  West increased 798 in January-June 1967 ampared with 
January-June 1966 (2) . 
onmdity Composition of p;breign Trade 

ExpDrts: Changes in the structure of exports since \?orld War II 
r e f l e c t  the grw..dng diversification of Izomanian industry. Ibmnia's 
mst inportant exports are petroleum products, f o d s t u f f s ,  timber cancl 

timber products,and machinery and equiprent (see Table 14) . Al1 but the 
last  have ken of particular izyortancc in the dewlopent of d mania's 
trade w i t h  the Ifest .  

Fuels, raw materialsrand semifinished products still represent the 
roost important category of exports,but i n  1966 acmunted for only 488 
of total exports carpared with G88 in  1959. t ? i t h i n  this category, expxts  
of petroleum products, &hich have declined in recent years, accounted 
for 10% of total  exparts in  1966 capcared with 34% in 1959, Exports of 
tixdxr and timbcr products (excluding furniture and other   f inished 
products) increased roughly 70% during 1360-66 and in 13G6 accounted for 
an estimated P18 of total mmanian exprts. Anlong t3-e fastest gmvsling 
expx t .~  have been those of chemicals, which in 1966 ~ ? r e  nearly 6 t i r es  
the P959 level. 

Favorable clonditions for the gm&h of agricultural  production 
have mde possible a substantial increase in exprts of fcodstuffs. 
These exports, which canprised 24% of total exports in 1966, consist 
mainly of grain (primari3.y mm), f ru i t  and  vegetables, and wine and 
other a l m h o l i c  beverages. Ely 1966, these exports were four and a half  
tims the low level of 1959. 

Sin= the mid-l950's, exports of machinery and e q u i p n u t  have h- 
CORE an iqmrtault soure  o€ foreign exchange, althouyn mainly in trade 
with other @munis t countries. hqxxts in t h i s  cateijoxy--minly 
agr icu l tura l  machinery, equipimnt for the petroleum industry,  and trms- 
portation equipmt--rose from G% of total  exports in 1955 to 17% i n  1366. 

Exports of manufactured mnswr  g d s  have r i sen  subst'ntially and 
in 1966 accomted for 11% of total exports, as ampared with 5% i n  1959. 

(1) Based on the reportmg of h%?, tern countries. Data exclude trade 
II " 
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h 1966.. exprts of furniture and of clothing accounted for 35% and 29%, 
pcspectively, of total exports of manufactured cx)nsmzr g c d s .  

Exprts to the West: ThC share of iqestern mun t r i e s  in €txnanian 
exports has increased d r m t i c a l l y , r i s i n g  f r o m  21% i n  1959 to  38% in 1966. 
Of total I3mmian exports in 1965, nearly  one-half of fooc?stuf€s and of 
petroleum products and roughly two-thirds of tinter cand tinker products 
(excluding finished g o o d s )  t e n t  to  the West (1) .. In 1959 these shares 
had h only me-fifth, me-fourth, and roughly tsm-fi f ths , respct ively.  

About *thirds of the. i n c r e m t  in exports to the \$?est during 
1960-65 am fmm the substantial increases in cxporks of f'oodstuffs 
and of tirrkr and timber products. Expor t s  of petroleum products, on 
the other hand, grew slowly. There was a aonsiderable s h i f t  in the 
structure of Romanian exports t o  the n o n - M m i s t  countries (see Table 
15) The share of foodstuffs,  which dropped to 10% in 1959 because of 
the poor harvest i n  1958, m u n t e d  t o  318 in 1965. The share of petroleum 
and petroleum products declined from 39% in 1959 to 18% in 1965. 

I n  1966, three-fourths of bmian exports t o  non-canammist corn- 
tries w n t  .to the indus t r ia l ized  countries. "he major I f s t e r n  purchasers 
of f t u f f s  have been Italy, West G e m y ,  the United Kingdan, and 
Wustria. In 1965, these c o u n t r i e s  absorbed 77% of total RoaMnian expr t s  
of foodstuffs t o  non-Communist wuntr ies .  I n  the s a  year, s m  three- 
€ifths of exports of petroleum and petroleum p r d u c t s  to- Western countfies 
mt to France, Japan, and West & m y ,  whiie four-fifths of exports of 
thber and tiimber products w e n t  to Italy, West Germany I and France. 

-12s: The structure of Rrxnanian imports has been affected by the 
growth of indus t r i a l  .-production, which has increased requirmnts for 
irpolces of indus t r ia l   mater ia l s ,md by the g r o w t h  of and f luc tua t ions  in 
investmnt,  which largely determine the level of imprts of machinery cvld 
equipmt. 

Imports of mchinery and equipent, which have added substantially t o  
Rmmia's industr ia l   capaci ty ,  grew rapidly  during both postwar investrrcnt 
booms (1950-53 and 1959 'm the present).  Irr 1966 these imports accounted 
for 41% of total IWmnian imports (see Table 16).  By 1961 Western countries 
had mplacccl the USSR as the leading suppl ier  of machinery and e q n i p n t .  

Sizeable imprts of fuelsr indus t r i a l  raw mterials, and semifinished 
products are required to supplcnmt Ibnwia's a m  production of certcain 
mmmdi.ties,especially iron: ore, mking ma l ,  rolled steel, and mtton (2).  
These imports, which in 19GG accounted for 49% .of total P m i m  imports, 
have gmm much more slcwly than  imports of machinery. Since 1959 Ikstern 
countries have beconu3 an i nc reas ing ly  in-prtant sourm of these imports. 

(l) Ilata GII the colmodity c0,qmsiCicjn of mian track w i t h  t h e  West arc 
o f f i c i a l  statistics of Ckstern countries as ampiled by the US Ccpartmx& of 
Comcrm and by the Econonic Ccm~ission for RKO~W. ?"ne &mrw t k p a r w n t  
data  include Yugoslzvia i n  the totals. 
(2) Tckle 2 shoxs the i n p x t a n c e  of i n p o r t s  i n  &manian consuption of 
selected commdities. - 1 2  - 
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Impor ts   f rom  the  West: By f a r   t h e   Ç a s t c s t   g r o w i n g   c a t e g o r y  of in- 
p o r t s   f r o m   t h e  Idest has   been  machinery  and  equipment .   In  1 9 6 5  impor ts  
i n   t h i s   c a t e g o r y  were abou t  7 1 / 2  t i m e s   t h e  1.959 l e v e l  and  accounted 
f o r  37% o f   t o t a l   i m , p o r t s   f r o m   t h e  west, compared  with 207: i n  1-95? ( s e e  
Table 1 7 ) .  Another   ca tegory  o f  impor t s   w i th  a p,rowth r a t e  well. above 
average  was metal S and meta l   porducts ,   whlch  made up 1.6X of 1:ornanian 
imports  from the West in 1.365. T h e   s h a r e s   o f   t e x t i l e   f i b e r s  a n d  food- 
s t u f f s ,  on t h e   o t h e r   h a n d ,   d e c l h e d   f r o m  20% a n d   1 1 2 ,   r e s p e c t i v e l y ,   i n  
1959 t a  1 2 %  and 4% i n  1965. 

Among the  nachinery  and  equipment   purchases   f rom  the West d u r i n g  
135945were- a c a t a l y t i c   r e f o r m i n g   i n s t a l . I . a t i o n   ( U n i t e d   S t a t e s ,   F r a n c e ,  
I t a l y ,  West Germany) ; a s y n t h e t i c   f i b e r -   p l a n t  (Idest Germany) J a t i r e  
p lan t   (Un i t ed  Kingdom): a rayon t i r e  c o r d   p l a n t   ( I t a l y )  ; a r a y o n   f i b e r  
and paper  mill (West Germany, S w i t z e r l a n d ,   A u s t r i a )  ; t h r e e   p a p e r  mills 
(one f r o n   F r a n c e ,  two from  the  United  KinSdom);   equipment   for   the 
Hunedoara   meta l lurg ica l  co!nbine (Vest Germany): a h e a v y   p l a t e   r o l l i n g  
mill f o r  t h e   G a l a t i   i r o n   a n d  steel combine  (France,  United  Kingdom); a 
p l a n t   f o r   t h e   p r o d u c t i o n   o f   r a d i o s   a n d   t e l e v i s i o n s  sets (France) ;   and  
e lec t r ic  locomot ives ,   par t s ,   and   technology  (Sweden) .  

The s h a r e  of t h e  West i n  t o t a l  Romani-an impor t s   i nc reased   f rom 20% 
i n  1959 t o  4 3 %  i n  1966. Retween 1953 and 1965 t h e   s h a r e  of t h e  Vest in 
Romanian imports   of   machinery  and  cqufpment   rose  f rom  an estimated one- 
s e v e n t h   t o   a n   e s t i m a t e   t t r o - f i . f t t x   u s i n g   p a r t n e r - c o u n t r v   d a t n .  The 
Wes te rn   sha re   i n   impor t s   o f   fue l s ,   m ine ra l s ,   and  metals rose f rom  near ly  
o n e - t e n t h   t o  abou t  o n e - f i f t h :   t h e  share i n  ir!q>orts of c h e m i c a l s ,   f e r -  
t i l i z e r s ,  and  rubber  from more t h a n  o n e - t h i r d   t o  about tr .ro-thirda: ~ . n d  
t h e   s h a r e   i n   i m p o r t s  of co t ton   f rom  abou t   cne - fou r th  t o  e a r l y   t h r e e - f i f t h s .  

I m p o r t s   f r o n   t h e   i n d u s t r i a l i z e d  T:Testern c o u n t r i e s   h a v c g r o v n   f a s t e r  
t h a n   t o t a l   i m p o r t s   f r o m   t h e  West s i n c e  1959 ,  accoun t ing  f o r  867; i n  1966.  
The major Western  suppl iers   of   machinery  and  equipment   in  3.?65 r a r e  
Vest Germany, F r a n c e ,   I t a l y ,  and  t h e   U n i t e d  Kingdom, i n   t h a t   o r d e r .  
West Germany a l s o  was t h e   s i n g l e  most  imnortant  Western  suppl5.er of 
f i n i s h e d  s teel  and of chemica l s .  

Balance O Ç  Pavments 
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d e f i c i t  147ith t h e   i n d u s t r i a l i z e d   V e s t  (1) t o t a l e d  $103 mi l - l ion ,  a s  com- 
pared   wi th  $13 m i l l i o n   i n   t h e   f i r s t   h a l f  of 1966. The d e f i c i t   w i t h  
West Germanyalone   to ta led  some $52 m i l l i o n .   P l a n n e d   i n c r e a s e s   f o r  
impor t s   and   expor t s   i n  1967 i n d i c a t e   t h a t   t h e  Romanians expec t  t o  in -  
c u r  a d e f i c i t  on t o t a l   t r a d e  of about  $200 mi l l io 'n ,  as compared  with 
$27 m i l l i o n  i n  1966. The l a r g e s t   p r e v i o u s .   d e f i c i t  -- $168 m i l l i o n  -- 
was i n c u r r e d   i n  1964. 

Roman ia ' s   go ld   r e se rves   a r e   an   impor t an t  asset  and have se rved  
t o  g rea t ly   enhance   t he   coun t ry ' s   c r ed i t -wor th iness .   These   r e se rves ,  
s u b s t a n t i a l   o n e s   f o r  a coun t ry  of Romania's s i z e ,  amount t o  and esti- 
mated  $110 m i l l i o n   t o  $130 m i l l i o n  a t  the  end of l(166. S a l e s  of gold 
since  1948  have  amounted  to an e s t i m a t e d  $3.05 m i l l i o n   t o  $1.24 m i l l i o n .  
All knoran sales were made t o  Western   count r ies ,   p r incfpa l1 .y  France, S w i t -  
ze r l and ,   and   Argen t ina .  

Because of t h e  still-small s i z e  of i t s  growing  merchant f l e e t ,  
Romania has i n c r e a s e d   s i z e a b l e d e f i c i t s  on f r e i g h t  and i n s u r a n c e .  Net 
r e c e i p t s  from o t h e r  sources -- such  as t o u r i s m ,  and t r a n s f e r   p a y m e n t s  -- 
have n o t   b e e n   s u f f i c i e n t   t o   o f f s e t  the s u b s t a n t i a l   d e f i c i t  on c u r r e n t  
account .  T h u s ,  t h e r e   h a s  been a h e a v y   r e l i a n c e  on c r e d i t s  from  both 
Communist  and Western  countr ieç .   Repayments '   and  interest  on t h e s e   c r e d i t s  
have   added   subs t an t i a l ly  t o  Romania 's   expendi tures .  

S o v i e t   c r e d i t s   e s t e n d e d  t o  Ronania s k c e  1945 have been c o n s i d e r a b S y  
smaller than those P!oscow has   ex tended   t o   nos t   o the r   Eas t e rn   European  
Communist c o u n t r i e s .  The USSR extended $189 m i l l i o n   i n   c r e d i t s   t o  
Romania d u r i n g  1945-56 ( w h i l e   s i m u l t a n e o u s l y   l e v y i n g   h e a v y   r e p a r a t i o n s  
f o r  war damages) and a n o t h e r  $ 2 8  m i l l i o n   i n  1965 t o  c o v e r   p u r c h a s e s   f o r  
the  I r o n  Cates h y d r o - e l e c t r i c   p r o j e c t .  Romania has r ecc i .ved   c r ed i t   ex -  
t e n s i o n s   t o t a l i n g  a t  least  $125 mi l l ion   f rom  Czechos lovakia ,   Eas t  Germany, 
Poland,  and  IIungary. Most of t h e s e   c r e d i t s  have been  extended  s ince 
1955. 

Commercial c r e d i t s   r e c e i v e d   f r o m   t h e   i n d u s t r i a l i z e d   \ T e s t e r n   c o u n t r i e s  = 
since  1959  have  been of g r e a t   i m p o r t a n c e  in permi t t i ng   t he   r ap id   g rowth  
of Romanian imports   f rom these c o u n t r i e s .  NATO c o u n t r i e s  -- e s p c c i a % l y  
Vest  Germany, France,   and  the  United Kingdom -- have  been  the  most i m -  
p o r t a n t   \ * J e s t e r n   s u p p l i e r s  of c r e d i t s  t o  Rornania i n   r e c e n t   y e a r s .  NATO 
r e p o r t s   c r e d i t   e x t e n s i o n s  L u t  no t   d rawings .   Extens ions  of governnlent- 
g u a r a n t e e d   p r i v a t e   c r e d i t s  by F!ATO C o u n t r i e s  l e s s  repayolents   totaled 
$108.6 1nil1,ion a t  t h e  end of 1 9 6 4  and $ 2 2 6 . 2  m i l l i o n   a t   t h e  end of 1.365. 
By t h e  end of 1366 ,   t he   anoun t   had   i nc reased   t o  $463.8 mill . ion ( Z ) ,  CIE 
which  Vest Gerrnany accounted f o r  a n  c s t i r l n t e d   t w o - f i f t h s .  P,omania ac- 
c o u n t e d  f o r   n e a r l y   o n e - t h i r d  of t h e   t o t a l   o u t s t a n d i n g   g u a r a n t e e d   p r i v a t e  
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credits granted by NAXI amtries to the Eastmm European  Ccxmunist 
oountries a t  the end of 196G. 

A large part of credits extended to Fornania by NAXI countries i n  
1965 and 1966 was not drawn i n  those years. TplUS, outstanding  indebted- 
ness on private  guaranteed credits f r m  NATO countries drawn since 1959 
ta ta led  an estimated $135 mill ion a t  the end of 1965 and an estimated 
$220 million at the  end of 19GG. 

In 1965, NATO countries began to extend to W m i a   c r e d i t s  of 
mm than 5 years  duration. Of total n e t   c J o ~ ~ n t - g u a r a n t e e d   c r e d i t s  
extended by NA?D during 1965-66, about  two-thirds bere  for periods of 
mre than 5 years. 

In  addition to g o v e m n t  guaranteed credits, s m  NATO countries 
apparently have  extended pr ivate  nowguaranteed credits to m i a .  
Acmrding to an E a s t  repor t  of August 1967 (1) , nearly one-half 
of the approximately $0.6 b i l l i o n  in total c r e d i t s  extended by West 
Germany to Romania have consisted of pr iva te  bank credits. Outstanding 
indebtedness OA private  non-guaranteed credits drawn to ta led  an estimated 
$50 million at the end of 1966, Thus, total Rmmian indebtedness 
to NATO countries m u n t c d  to an estimated $270 million a t  the end of 1966. 

@redits Lo Panania from non-MTO industr ia l ized K e s t e r n  countries 
have been small rclative t o  those from NAm countries. Estimates indi- 
cate t h a t  during 1959-66 drawings on credits for purchases of machinery 
and q u i p m n t  frorn non-NATO countries  accounted for about  15% of t o t a l  
credits from the industr ia l ized West. lbmnian indebtedness to nm-NATO 
countries m u n t e d  to an estimated $50 million at the end of 1966, 

Rcmnian extension of credits have reached a level equal to roughly 
one-third of credits exbnded to  Rmania. Since 1950 Wmania. has 
extert&d credits m u n t i r g  to approximately $153 millinn to other 
Comnunist countries and $267 million to less-developed Western countries. 
Of credits extended to the latter, only $51 mill ion had been drawn by 
the middle of 1967. 

Fomign Trade Plans and Policy 

&cause Ibnmian imprt policy is :p r inn r i ly  directed t w a r d   t h e  
purchase of machinery and e q u i p m t  of t h o ,  highest  teahnoloc-ical  level, 
bade with the West probably w i l l  continue to be pushed.  During 
their current 5 year plcm (1366-70) tile Ibnanians  plan to increase trade 
a t  a slower rate than during 1960-65. Total foreign trade turnover is to 
increase by 55% w i t h  iriports to rise &ut 53% and exports about  57%. 

(1) News kutschlsnd ,  East Berl in ,  18 August 1967. 
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Rcxlania w i l l  contine to re ly  heavily on credits t o  financc its 
h p x t s  and w i l l  probably also place  increasing emphasis on barter 
arrmgemnts and various fo-m of industrial cooperation. Secretary 
h r a l  Nicolae Ceausescu, i n  a speech a t  the Rammian Con€erencx on 
Foreign Trade i n  February 1967, enphasized the significance of such 
cooperatian and stated  that during 1966-70 Rmania expects to incur 
a d a t i v e  deficit  on its a m d i t y  trade of about $0.4 billion, i.e., 
about the samc as during 1961-65. Thus, the cumulative deficit  on 
Cxmmdity trade  during 1958-70 could total  approximately $0.7 billion. 
P r e s d l y  most of the credits required will be sought i n  the industrial- 
ized West. 

"e expected large imbalance between imports and exprks has 
pmryted the IQmnians to: greater  efforts  to  increase exports above 
the planned level and to reduce unneocssary inports. The kmians 
hope t o  pm3uœ domstically mre of what is nag inported. They claim, 
for example, that they have  found it Iossible to build 1.0 chemical 
installations valued a t  about $80 million that they originally had 
planned t o  inprt. 

Esrport Policy and Plans: Ronaanian export policy is directed 
W a r d  hcrcasing the range and quality  as wll as the quantity of prducts 
available  for export. Enphasis is to placed on increasing e x p r t s  of 
mre highly processed goods. The growth of exports is to  be assured 
.mainly by the machine-building, chemica1,and food industries and  by agri- 
culture. Exports of machinery  and equipmnt and of chcmicals are planned 
to grow the fastest and by 1970 c a r e  to represent  28% and 15%, respctively,  
of total  exports as ampared w i t h  19% and 8% i n  1965 (1). . Given favor- 
able reather m d i t i m s  for  agriculture, IS3mania probably can achieve the 
planned increase €or total exports even though the goals  for certain 
comwdities--such as machinery and quipmmt--may not be fulfilled. 

?"ne €?manians are making greater efforts than i n  the past to 
construct  industrial  plants  that w i l l  add to e'upork capacity. For 
exanple, they expect that in 1970 about four-fifths of cilemical exports 
w i l l  come f r o m  new plants,  many of which presunmbly w i l l  be m n g  
those imix>rted from the West.  The Ibnmians hope to achieve much better 
coordination betlscen w r k s  of industricil e q u i p n t  and exports. Efforts 
also are being focused on the diff icul t  prcbl.m of increasing  agri- 
cultural production so as to increase cxprts while simultanLwusly improv- 
ing the quality of the diet  of the avsrage R a n m i a n  barker. 

Besides attenpiny  to  increase exports by traditional mthoc1s, 
the Rmmians ax lmking into the possibility of get t ing hkstern fim 
to W e  as partial  pym3n-t a share of the output of plants they install.  

(1) mmrts of ch&i.Z&s,in this case, incluck e l lu~ .ose ,  p a p x ,  and 
a l L 7 n i n U m .  

" 
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1990. The chances are  t ha t  brrmnia intcnl%--as i n  the  previous 
plan peri&l--to increase its tra&  with the West most rapidly i n  the 
ear ly  part of the 5-year p r i d  in order to a s s u r e  the  procurerrent of 
capi ta l  goods necessary f o r  the planned gr0r.lt.h of inclustrial production. 

F The ou t look   fo r   bmican  eqxrts to the West. through 
1970 1s avorable. The best prospects f o r  exTcansion of exports to the 
West appear to be in the areas of processed foods, especial ly  vegetables; 
tinker and timber products ; and chemicals. A moderate rate of grad3 
probably can be expected in exports of nwufactwed cansumr goods. wrts of crude oi l  froin Iran will help Rmnania expand its exports of 
petmleum products to the West mre rapidly than in recent years. The 
out lmk for exports of machinery and eguipmnt is especially poor. 
Nearly all Romanian. qui-mt has been of too law a level of technology 
e0 be acceptable i n  the indlrstrialized West, and mst of it is unacmptable 
even in the less developd countries, though a f e w  items-including 
deep-drilling rigs, diesel locomotives,  and  tractors--have been waded 
on the world market. 

Annng the plants naq  under mnstruction or plaincd which should 
increase M i a ' s  e w r t  po ten t i a l  to the \L'est are chemical, wood- 
p m s s i n g ,  pulp and papcr, steel, and food-processing plants. Eiuch 
of the equipmnt f o r  these and other plants  has or is to corn from the 
West. lfne high technological level of th i s  guipm:t can be expccted 
e0 help in increasing the output  of  high-quality goods. 

Importance of New Credits and Barter: The continuing rapid ex- 
"\/--pansion of Ibmani.an exports to the inchs t r ia l ized  West that is ex-pected 

during 1966-70 w i l l  no t  i n  itself assure much of . a n  increase i n  imports 
from khat area. Much of the increase i n  wrts over t h i s  period will 
ke needed to cover repaymnfs and i n t e r c s t  on credits received  during 
1960-65 and on new credits received s i n e  19G5. Thus, to sustain a fairiy 
rapid gravlrth of imports f r o m  the West during 1966-70, h m , i a  needs 
substant ia l ly  larger dravings on credits than during 1960-65. Nestern 
coEtrics probably w i l l  o f f e r  as much mdium-tern and long-term credit 

. as €&mania can use. A good start has been made in obtaining credits for 
1966-90. Estimates  indicate that credits already extended to cover 
purchases of machinery  and equipment amqt to  roughly $450 million, 
nwinly frcan West Gem-my, France, the United.Yiingdm, and k1~giw.1. B- 
payrrent periods run up to  10 y e a r s   f r m  the take-charge date. In  the 
langer run the actual growth of imports w i l l  depend mainly on the &grec 
to which: (1) Rcanania is wi l l ing  to increase its outstanding  indebteckess 
to the indus t r ia l ized  West, tmd (2) the West is wi l l ing  to L'$%. Rcanania 
pay i n  kind. 

Gold Position: b m i a ' s  gold  posit ion is an e l c m n t  of st rength 
;.in mGintaining u1e gmwu1 of krpxts e \ c~mst ic  procIuct;icn of gold--w1lid1 

\. ,reportedly  amunts to about $25 million worth a year at present-ray b e )  
suf f ic ien t  tq raise lb-mnian reserves f r o m  mughly .$110-130 million n t  
the end of 1966 to  a b u t  $220 million in 1370 a n c l  almut $345 mill.io:~ i n  
1975 i f  n O sales are na&. Tile regi.ns t~:oulil prefer to adcl nearly all 
prduc t i cn  to reserves but pmbably tmuld s4.l a subs tan t ia l  portion to 
alert a drastic decline i n  the gmvth rate for inports. 
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CONCLUSIO~JS  : 
" 

1 )  The n a t u r a l l y   r i c h l y  endowed  Romanian  economy c o n t i n u e s  t o  re- 
g i s t e r   r a p i d   o v e r a l l   g r o w t h ,   w i t h   i n d u s t r y   e x p a n d i n g   a t   a n   i m p r e s s i v e ,  
a l b e i t   d e c l i n i n g ,  rate and ag r i cu l tu re   unde rgo ing   g radua l   modern iza t ion  
and slow growth. From 1960 t o  1966,  Romanian indus t ry   c l a imed  a 98% in -  
crease -- t he   h ighes t   g rowth  rate i n   t h e   w o r l d ;   R o n a n i a n   a g r i c u l t u r e ,  
however ,   s tagnat ing  under   communist   controls ,   reduced  the  average  annual  
i n c r e a s e   i n  GNP to  6%. 

2) While Romania's command economy h a s  made i m p r e s s i v e   g a i n s ,   e s p e c i a l l y  
s i n c e   g r e a t l y   s t r e n g t h e n i n g  i t s  t ies  w i t h   t h e  West, t h e   i n c r e a s i n g l y  corn- 
p l e x   p r o b l e m s   i n h e r e n t   i n   t h e   n a t i o n ' s   t r a n s i t i o n   f r o m  a t r a d i t i o n a l  t o  
a modern soc ie ty   eventua l ly   p rompted   Buchares t   p lanners   to   announce   in  
l a t e  1967 tha t  a c a u t i o u s   e c o n o m i c   a n d   a d m i n i s t r a t i v e - t e r r i t o r i a l  re- 
o r g a n i z a t i o n  w i l l  b e   i n t r o d u c e d   i n  1968. The regime is coun t ing   on   t he  
e c o n o m i c   l o o s e n i n g   a n d   i n t e r n a l   p o l i t i c a l   s t r e a m l i n i n g   i n v o l v e d   i n   t h i s  
r e o r g a n i z a t i o n  t o  r e s u l t   i n   i n c r e a s e d   e f f i c i e n c y .  I 

3) The  pronounced s h i f t   o f  Romanian trade toward  t h e  West r e s u l t e d  
by mid-l967 in   an   a lmost   even   ba lance   be tween  t rade   wi th   communis t  (53%) 
and  non-communist s t a t e s  (47%).  No o t h e r  East European  communist s t a t e ,  

The USSR, however ,   r ema ins   Roman ia ' s   p r inc ipa l   t r ad ing   pa r tne r ,  a s i t -  
u a t i o n   t h e   r e g i m e  may want t o   c o n t i n u e   a s  a m a t t e r   o f   p o l i t j x a l  as w e l l  a s  
economic  prudence. 

except  Yugoslavia,   has  gone s o  f a r   i n   b u i l d i n g  commerce w i t h   t h e  West. 

a) Although  Ronlania ' s   b r idge-hui ld ing   wi th   the  West h a s  provolred 
d i f f i c u l t i e s   i n  i t s  r e l a t i o n s   w i t h  CEKAand- h a s   s t i m u l a t e d  CEMA p r e s s u r e s  
aga ins t   Buchares t ' s   maver ick   l ine ,   the   Romanians   have   apparent ly   weathered  
i n t r a - b l o c   - r o l i c y   s t o r m  s o  s u c c e s s f u l l y   t h a t   t h e y  show eve ry   s ign   o f  
w a n t i n g   t o   p r e s s   a h e a d   a l o n g  the i r  p r e s e n t   f o r e i g n   t r a d e   c o u r s e .  

b) M o u n t i n g   t r a d e   d e f i c i t s   w i t h   t h e  Vest, e s p e c i a l l y  Nest Germany, 
are caus ing   worry   in   Buchares t ,   bu t   the   Romanians   ev idence   conEidence  
t h a t   g i v e n   s u f f i c i e n t l y   f l e x i b l e   c r e d i t  and b a r t e r  terms they   can   keep  
these   de f i c i t s   w i th in   t o l e rab le   bounds .   F ro reove r ,   t hey  seem determined  
t o  expand  Romanian e x p o r t s ,   e s p e c i a l l y   t o   t h e  less d e v e l o p e d   c o u n t r i e s .  

4) The e v o l u t i o n  of Romania a long  i t s  s e l f - c h a r t e d   c o u r s e   o f   i n c r e a s -  
ing  independence  f rom  the  Soviet   Union  appears   to  be c l e a r l y   i n   \ J e s t e r n  
in t e re s t s .   Fu r the r   expa r i s ion  of economic ,   t rade ,  as t-rell as c u l t u r a l  ex- 
change  between NATO members and Romanin o f f e r s   b o t h   s i d e s   a d v a n t a s e s  
which a t  t h e  same time promote the b u i l d i n g  of n a t i o n a l  communism on 
S o v i e t   b o r d e r s .  
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13y Type 

-Conctruction 

Machinery nnd equipment 

of which: 

Imported 

Other 

Total  

3y Economic Sector 

Indus t r y  

Hewy industry 

Light  industry (3)  

Transportation and Cmunicat ions 

Hrv 1.8 ing 
, I ,  

Other 

To t  a l  

1-3 .2 

15 .G 
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Crude O i l  
i 

Reoidual  Fuel O i l  ( 2 )  II 

Natural Gas 

Ilolled Steel  
(including  pipe) ( 4 )  

Metallurgical Coke II 0.1- 0.6 ]..l ]..l ] - .L  N.A. 

Cement Il : L e v  2.9 3.5 5.4 5.9 '7.5 

Metal-cwkbing machine tools Thousands 2.1 N.A. 6.1 '7.1 8.5 13.5- 

Drilling rigs  

Petroleum  refinery equipment Thousand tons 2 5 13 2 3 N.A. 

.Chemical equipment 11 N .A. l2 4 2 3 G 13 : 1 N .A. 

Metalworking equipment II 1 l. 20 3 O JI l LI :I N.A. 

Chemical f ibers 11 
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_L_ 

-L','la 

Cot ton  m8 Cotton-type 
f a b r i c s  Million squa re  

meters : Y 1  1+ 2 1-0 299 . 3J.9 339 398 

SECRET 
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SECRGT 

-Electric Power ' 13.9 ! IO .h. , 12.8 so . C) 

Methme gas (extraction) l . 4  1.1 I '  3 * O  2 .O 

Ferrous  metals ( 2 )  ' I  .L 10.1 g.8 i 10.8 

Nonferroub metals ( 2 )  lc.6 , 6.7 5.9 ' 4..0 

Machine building and metalworking 8.6 ,' c; .h ' 8.3 l O .O 

Chemicals 6.2 l R .G 14 .O 10.8 

Textiles 

Food processing; , 3 97 6 .O 5 . 6 ,  5 -9 
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PRODUCTION AND YE.Il.tlJS OF' PRINCIPA% CROPS 

corn (I) 

Wheat 

Sugar beets 

Potatoes 

1,063 1,740 3,446 2,955 4,368 

2,089 2,703 2,896 2,668 3,352 

Grapes 682 Y 03 973 902 9 5'1 

!j !Ids (quintals per hectare) 

Sugar beets 

Potatoes , 86.5; 103 * 3 103.6 88.1 l10 

Sunflower seed 6.0 8.1 10.0 11.0 14r3 ' 

Grapes 30 .C; 40 .l 37.8 34.9 37 -7 

1) Estimated 
2) Data for 1965 are estimates. 
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Eggs y )  cjt3 1.1.4 l.:l;] l28 
1) Estimated. Data exclude  horsemeat, , rabbit ,  poultry, e d i b l e  offal ,  and la rd .  

(2)  From cowsI 
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Total 

100. O 
100. O 
100 *O 
100. O 

100 .O 
100 .O 
100. O 
100 .O 

LOO. O 
L00 .O 
200.0 
100 .O 

Western 
Countries 

20.2 
31 93 
35 90 
40.4 

19 05 
32 .'7 
38.8 
lc2 .a 

% O  .8 
29 .O 
31.h 
38 .O 

'l.' U R N O V 12 H 
4'7 3 22 .L 
40 .IC 23 .c; 
38 .n 21.6 
33.7 20 .G 

L M P O l i T S  
4-6 O 8 2G.9 

Other Communist 
Countries 

' I .  l+ 
4 07 
4 .G 
5 *5 

6.8 
4.8 
4 .O 
4 -7 

11) Components may not add t o   t o t a l s  shown because of rounding. 
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vi- 
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11 
5 
5 

24 

2c 
18 

3 
3 
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