
NORTH ATLANTIC C'OUNCIL, 

COMMITTEE OF ECONOMIC ADVISE3S 

(daded F .th July, 1963)(1) 

Pane 7, ~aragrauh 9: 

Re~lace whole paragraph by : 

"Unl---ke the Soviet Union, where fore ign  t r ade  is of minor 
importance t o  t h e  country's ecDnomy, the  Euro,?ean satellites 
de end on It t ~ j  a considerable extent .  According to 
ca P cula t ionn by same !'.'estern economists, f o re ign  trade (in 
one d i r e c t i o n )   account^ f o r  the fol lowing approximate 
p r o p o r t i o i ~ s  if compared with es t imated GNP: Soviet Union - 
leijs than 38, Poland - about -, Romania - about  8%, 
Czechoslovakia - about ll$, Soviet Zone of Occupation of 
Germany - about 12% and Hungary - about 13%. The comparable 
f i g u r e s  f o ~  the  3nited Sta t e s  are about 5$, and f o r  t h e  
United Kingdom about : 70. " 

8, ~ a r a ~ r n a k  1 3, line 13: 

After "Czechoslovakia" gdd . . . , though eager t o  rational ise 
production by producing a smaller variety o f  goods on a 
l a r g e r  s ca l e  and the re fo re  favouring COMECON diviaion of 
labour p o l i c i e s ,  ... 11 

Paae 8, p a r g a a p h  12. l i n d :  

Delete " - even . . . expansion - If -- 
Paae 8 ,  p-a~h 14: 

A t  the  end o f  t he  paragraph add: "Po l i sh  fhe l  p r i ce s  and 
Rounanian meat prices have a= increased t h i s  year. 

I 1  

( 1  These modifications are put forward by the  Gccnomics 
D i r e c t o r a t e  on the  b a s i s  of United Kingdom comments. 
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13. Though diviaion or labour within the frammork of 
C O h f E O N  i s  making progress in certain sectors, it is doubtful 
whcthtr t h i s  org~inization will be able t o  push ahead with its 
policy of rcgi mrsl specialisation, as contradictory economic 
trmds nnd national l n t ~ r c s t s  seem t o  be developing, the more 
backwnrd countries bcing reluctant to slow d m  t h ~ i r  paco towards 
f u l l  indus t r ia l i sa t ion ,  and tho morc advanccd being i n e m s  irrgly 
c onccrncd about oxpencflng additional msourccs to  assist 108s- . 
dcvoloped satc.ll i tcs.  The a t t i tude  of' COBIBCOR member countries 
townrds intogr~tion secms t o  vary considerably: Poland shows grca t  
initiativcl, though mostly of a self-promoting noturu. Tho Sovict  
Zonr; o f  Occupation of' Oamnany an&, t o  a lesser  extent, Bulgarin, 
s u ~ m  t o  be most surscoptible t o  Soviet pressure. Czechoslovakia 
is mxious t o  maintain thc l?Qh l iv ing  standerd of her populat ion - 
c v m  t o  tho dutriment of economic expansion - and Hungary a l s o  
h ~ 8  t~ mrrkr! c~ncsss ions  t o  thc consumers, whereas Romania socms 
t o  disagree with vast of COMEON'S proposals and t o  oppose thuir 
implommtatlon. 

14. Gains in the standard of l i v ing  ~ppoar  t o  have been 
small In most. countries of the region, Average real wages in  the 
non-ngricultura sector ai-r rcmainccl a t  the lcvcl of 1961 o r  
doclfncd, but family incomes may have incr~ased somewhat as a 
Pc8U.t of expanded crngloymrtnt, and an increase in t h e  scope and 
s ~ b s t ~ m c o  of social  bttnef its. Though supplies of consumer good8 
haw improved in volume in most countries, secles of some g3'3d~1, 
ospccially text i lea ,  slackened, because of bad quality and assort- 
mmt. Shortnges of meat and dairy products appeared in a number 
of countrice. In Bulgaria, (as i n  the Sovict union) p r i c e s  for 
those goods have been sharply bcrtased,  with lesser inerwises i r r  
Hungary end the Soviot Zone of' Occup~tion of Wrrnmy, whctre meat 
and buttcsr have virtually been ratiuned under a "register with 
Y o u r  supplierw system. 



Populatlunt 17.1 million 
Area: 107,834 sq. laP. 

1. The pert o f  Cbrmnny narr-mnder Soviat rule hlld nlruady 
bccn highly industrialisod before World W n r  11. With an moo 
comprising 2 s  of thu entire area QI? Germany, this region 
nroduced over 27% of all Oerman gross  industrial output. Aftor 
the Warp large-scale removal of industrinl equipment, the d i s -  
m a n t l i n g  of nearly all socond tracks of the r a i l w a y  lines, 
military requisitioning and, other r~nsons combined t o  ahattcr 
the cconomy, For a numbcr of yearc, up t o  2@X of  tho entiro 
totnl  of goods and serviccs  produced went t o  tho Soviet  Union 
aa rcpnrations. 

2. After a changc in Soviet policy around 1955 allowing 
thu cconomy to  'recover, the Soviet Zone of Occupation of Gcrmnny 
gracluolly "became thc economically most powerfhl of the Eumpem 
sntc l l i t c s  and thc most irn~ortnnt trade partncr of the S o v i c t  
Unim accounting now f o r  epproxiaatcly 2 6  of tho S o v i c t  Union's 
total trade tumovcr, The Soviet Zone of Occupation of' O w m a n y  
is a highly s p c i a l i s u d  supplier ~f machinery and ckomicals f o r  
the  C O M E O N  area. 

3. The Scven-Yew Plan 1959-1965 does not appcnr t o  h9vc 
bcen too  successful; tho averago annual incrcssc t2rgcts f a r  n c t  
msterial product of 6.896 and f or  industrial proctuction 9.4/~ " hcvo 
not  bwn achievcd during the l n s t  three years. As early as l n s t  
Year. the Ulbricht rdgimc fslt obliged to revise the 1962 
t w g c t s .  Furthermore. a t  the end of 1962, t h e  Seven-Yenr Plan 
had t o  bc nbandcned halfbray, an interrncdiatc plan f o r  1963 hnrl t a  
bu worked out, new planning mwthods and index systums had to bc 
introducud af tur the ncw Soviet pattern of quality , p r d d c t  i v  i ty, 
and p r o f i t ,  and a new Scvan-Ycnr Plm for  tho ycars 1964-1970 
was onnouncod. According t o  ~ l b r l c h t ' s  statcmunt ~t the 
C ormunist Party Congress in East Berlin on 15th J~murry,  1363, 
thu t m g e t  of t he  new Seven-Year plan inclildes an increase o v z r  
thr. cxpcctcd 1963 results of 35% in net maturinl p r d u c t ,  
nnnunl average 4.445) and of 6 6  in indust.rinl p r ~ u c t i o n  
*-u=l average 7 to 7.1%). 



N e t  motorial ~ r o d u c t  

4. The information on the  1962 economic plan resul ts  
published by the Central  S t a t e  L.dministration for S t e t i s t  ics on 
21st February, 1963, do not  give any figure for  the r a t e  of lncrcnse 
of nct m n t ~ r i n l  product (nat ional  income). According t o  o f f i c i a l  
s tnt~mmts made on o the r  occasions, the incrcasc in 1962 may be 
cstimatcd a t  35, i .e, , slightly less than the 1961 rcsul  ts of 4.15, 
but  o l i t t l e  short  of the rcviaed target of 4.5%. The economic 
plm f o r  1963 provides for an incrcase in net material  product of 
5.574 aver 1962. 

. - .  . - . a  . . + -  

Indus t r i a l  production . . . 
5. According t o  the official  statement t r" u s t r i a l  produc- 

ti= in 1962 reached 80.15 bill ion East Marks 1 ris ing by 6.1% 
ovLr 1961 nnd thus f u l f i l l i n g  the modest revised 5.8% target  set  
e a r l i e r  i n  tho yaw,  but remaining much b s l m  the 9.45 target  i n  
the  abandoned Scvcn-Yo- Plan, The production of' capital  gdods i s  
said t u  have r i sen  by 6-94  and that of consumer goods by  3.35. 
Mtchanicnl engineering ochievod the highest rate of growth with 
9.1% followed by the chemical industry with 7.w and electricity 
generation with 7.65, whereas the output of pGwer transf'ormers m d  
ship diesel  engines were reported t o  have bem below plnn. 
Absolute pr~duction figures do not seem t o  hove been rclensed. 

, gross i ndus t r i a l  production is plmncd to 
increase by 84.9 bi l l ion  East linrks, with thc output cf 
metallurgical g o d s  rising by 13%. e l e c t r i c a l  equipment by 11$, 
p r c c i s i ~ n  and optical instruments by lo.%, heavy industry by 
lo.&, cngincering by 10.55 and chemical industry by 8%. The share 
of industry i n  the  gross soc ia l  product is  expected t o  increase 
from 66$ i n  1963 t o  7 ~ $  in 1970. 

7. Productivity i n  1362 increased by 8.4% - the hichest 
increase f igure  in  the Sovict bloc - against a 6% target i n  the 
rcviscd plm. The planned increase is 75 f o r  1963, and 65s 
(annual average 7.456) f o r  the  new Scven-Year P l m  1964-1970. The 
indus t r i a l  labour force,  already depleted by the mass exoeus of 
1948-1961, hns duclined further i n  1962 as n c~nsequmce of l o w  
Bartime b i r t h  rates. This decline w i l l  continue up t o  1965 when 
the working population is estimated t o  const i tu te  only 55% of thc  
tcltel population, as w a i n s t  t h ~  present 59-60(;3. The future r i s e  
of inCustrial. output w i l l  wholly dtipend on an increase i n  
productivity, as l ~ b o u r  resources arc ful ly  extended and rnanpow3r 
shortnges exint  evcn i n  agriculture, In par t icular ,  womcn c L ~ o t  
bc c ~ l l c d  upon t o  a l l tv i? . to  the ~ i t u a t i o n ,  as t h c i r  &arc in the 
t w t ' d  lnbour force i s  already about us, one of the highest in 
the Soviut bloc; there  are a l so  no reserves f o r  an increase i n  
worfhg haurs, which a t  the end of 1962 were 48 h ~ w s  per week, 
l i  ti] 4 " v d l ~ n t  .rlrytt hours annexed, 

(q S L C  h n e x  f o r  rates of exchzge. 
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lack of  any of f i c ia l  figure f o r  moss agr icul turc l  
production In 1962 suggests t ha t  it did  not fuifil ax&otntions, 
although thc harvest r~sul ts  are claim~d t o  have " s u b s t m t i ~ l l y ~  
surpassed those of' the bad previous year ,  with a grain harvest 
of 5.9 mil l ion tons (+ 23%) and a potato crop of 13.2 m i l l i o i l  
tons (+ 5w). Production plans o f  grain, vegetable and other 
crops, are said to hwe been fulfilled "for the first time in a 
considerable pcri odIf. On the other hand, livestock product ion, 
which m i g h s  hec-vily on the total, appears t o  have declined,. 
Lack of foddbr as n r e s u l t  of t h e  poor 1961 hnrvest,  black market 
slaughtering, and f 'orgmiz@ional f au l t s t l  w e  b cing blmed,  Pigs 
are said t o  have decreased by over 10$ t o  a t o t a l  o f  8.0 million, 
mu3 cat t le  by about 55 t~ 4.5 milSfan head at t h e  end of 1962, 
Meat and butter had to  be rationed under a "register with your 
supplieru system and pr ices  f o r  f oodstuPf s rose i n  1962 by an 
nverage of 13%. 

9. The Ulbricht regime follovred a very r i g i d  co l l ec t iv i sa -  
t i on  policy,  ra is ing  the percentage of socialised fcwming from 
4 0 0  near on lom within three months in Spring 1960. In 1962, 
many of the  Type I co-operative farms const i tu t ing  &out  5 of 
the t ~ t a l  and doing only f i e l d  work in cocmm, have been tranc- 
formed in to  Typo 11, where livestock i s  also c o l l c c t i v c l y  ovmcd. 
The regime sccms to have ceased applying pressure for the up- 
grading of co-operative furms in the Autumn of  1962. 

10. No plan figures for  are available, the plan oilly 
s t ~ t i n g  that the good 1962 created Hfavourablc camli t  ions" 
far raising the lcve'l of l ivestock production, ml tha t  invest- 
ment i n  agriculture would be 1w higher than i n  1962. Thc new 
Seven-Year Plan 1964/1970 aims t o  increase the  production per 
hectar of arable I d  of potatoes by 75, of sugar beet by lM,' 
of oil-bcaring crops by 5%, of meat by 28$, o f  milk by 34% Lmd 
of ~ g g s  by 5246. 

Investment 

11. The mount of t o t n l  investments in 1962 was given a~ 
15.7 b i l l i o n  East Mwks, or only 1.4% more than i n  1961, the 
lowest increase f o r  mmy years and f r ~ .  below t h ~  planned 6::. 
The fact thnt  i n  the Soviet Zone of Occupation of Gcrrncny 
ltnccumulnticmlt (moaning investment and s tn t e  restrvos) in  1962 
ccnst i tuted a much smaller proportion - m estimated 18" - of 
nctional income thnn in the other COMKON countries w ~ s  shnrply  
cri t i c i s c e  on several occasions, lest but not Icest by 
Klwushchcv in h i s  address tti the East Btlpl in Comnmist P W ~ Y  
C.mgress in January 1963. The plan f o r  1963 thus pravir?es f o r  
20.3: d' net matcrinl prodcct t o  be e a r m k c d  f v r  ~accumulntion" 
reprcscnting an incrcase of 9$ over 1962. According to the new 
~ u v o n - ~ c ~ r  p l ~ n ,  ccp i t a l  invostncnt is t c  incrcnae frcm 16.0 
b i l l i o n  Enst Mmks i n  1963 t c  28 b i l l i o n  East Marks i n  1970; 
i .c . , by 663 (annual average 7 -5%). 



12. The numbcr of centrlly-nclministcred invcstmcnt projects 
hns bum roducod from 142 in 1961 t o  68 i n  1962, with prcforencu 
given t o  those nearing completion. The most important wcrc: the 
c l u c t r i c  power plant a t  LUbbenau, the brown coal cornbino "Schw~rzc  
Pumpo" , the chemicnl works t'Buna-WerkcM, . the o i l  prcccssing works 
nt ~ c h w c d t / ~ d e r  and the steel md r o l l i n g  m i l l  a t  Ries. 

13. According t o  the plan fulf i lment  report ,  foreign tradc 
turnover i n  1962, includ ta that  with t h o  Federal Republic of 
Germany- and West Berlin, amounted t o  the equivnlont of 19.9 
b i l l i on  East Marks, an increase of over 1961, as plmned. 
Totnl imports roso, howevar, by 7$, thus cxcecding expurts by 
1 b i l l i o n  East Marks, mainly because of  additional impcrts of' 
agr icu l tu ra l  products, tho import of meat alone having rism by 
885. T h i s  d c f i c i t  is expected t o  be made up d u n g  thc f i rs t  
half of 1963, Tho increase figure f o r  cxpor t s  in 1963 has thcrcf ore 
becn schduled  t o  be 15.4$, with imports remaining a t  the 1962 
level ,  Besides a shortage of  meat and moat produ t , a lack of 
high quality i ~ d u s t r i d .  goods ~ u i t o b l c  f o r  e~portC27 were made 
responsible f o r  tho Wavourable  t rade  balance, 

14. The concentration of East German t rade  on other C O M E O N  
countries was btoneif ' ied in 1962, with this area ~cccunting for 
approximately 745 of the total t rade  turnover and the Sovict Union 
nlone f o r  approximately 45%. Recent s rbs tan t io l   credit^ ( n  f ivc -  
YCLV c red i t  in March 1962, valued a t  1.3 b i l l i o n  East ~ a r k s )  w i l l  
increasc depmdanco on the  Soviet bloc st i l l  further, Wc~tqrn 
Zuropc's t o t a l  trade with the Sovict Zone of  Occupation of Germany 
b n r ~ l y  incronsca in 1962, accounting for l e s s  than 204j of tho 
to ta l .  Trado w i t h  tho Fodeml Republic of Germany has declined 
s l ight ly ,but  sdcms st i l l  t o  have e q u ~ l l c d  tha t  with thc r c s t  of 
t h ~  region, and'hag m' slined U c  l a rges t  singlc b i l a t e r n l  flow i n  
t h ~  E B S ~ / ~ S  t tradc. 

1 5  The rnerchmt f leet ,  during 1962, was rcportcd by Wcstcrn 
sourccs t o  have becn increased by 22 ships, o r  150,000 tons, 
bringing the t o t a l  t o  82 ships,  o r  500,000 tons. Freight carried 
i n  1962 is said t o  have reached 6.8 mill ion tons, an incrcasc  of 
1.5 million tons over thc; previous year, - 

S onclusione 

16. The prospects f o r  a rise of 25% in the standard of 
l iv ing provided f o r  by the new seven-Year Plan d o  not s e m  bright, 
if onc is t o  belicvc thc many statemcnts urging an incrcnse in 

11) Trnda bctwccn t h e  Soviet Zonaof Occupation nrrj. the Fcdcrnl 
R e ~ u b l i c  of Germany is  not considered t o  be f orcign trade but 
dokcst i c  trade. 

- 

( 2 )  Stocks of unsfllcable goods held by thc foreign trade ngencics 
worc ' v a l u ~ . ?  a t  the end of 1962 a t  145 million East M'arks. 



~~ccumulaticnl~ t o  the detriment of itconsumption;'. It might hnvc 
b u m  cxpoctcd that the Soviet Union should excrt pressure f o r  such 
a rigarous policy ciinsidering tha t  the Soviet  Zone of Occupntion 
of Gornany, although enjoying a higher standard of living thm 
the Soviet Union itself, still depends on substmtinl s o v i e t  
crcdits. There m i g h t ,  however, be mother reason f o r  both the 
credits and the pressure for highir invcstmcnts. I t  has bem 
rcported that the cconomic difficulties of  the 9ov Ie t  Zone of 
Occupntion of G e r m m y  result largely from the fact that i m p o r t m t  
industries have been meshed with Soviet (and Czcchoslovnkim) 
industrjes  f or  the production d' slcmente o f  rocket and nuclcnr 
wcapon systams. Should this be tnc, it would be o f'wthcr r t a son  
for the Soviet Zone of Occupation of Oerrnany t o  scek,  as s h ~  d i d  
in 1962, industrial machinery cmd equipment in the Wcs t, 



Population: 13.9 mill ion 
&ear 127,900 sq,ma 

Introduction 

1. Next 
Czechoslovakia 

the Soviet Zone of  Occupation of Germany, 
t h ~  most indust r ia l i sed  country within the 

Soviet t l oc .  It has the highest l iv ing  standard within thlt 

important ro l e  as an cxportcr of machinery and cquipmont, and is 
a major s ~ p ~ l l ~ i r  of c red i t s  f o r  developing countries. Among Vlu 
bloc countrics,  Czechoslovakia is the only f u l l  member of WLTT - 
Polnncl bting an nssociate member - and both countrics arc 
signatories  of  the Chicago Convention on Civ i l  Lviation. 

2. The Stntc Planning Committee announced on 
14th August,  1962 t h a t  the 1961/65 Five-Ymr Plnn, prnvic;in& f o r  
annuul nvcrage increases d? 7.3$i i n  n e t  m n t u r f d l  praduct  
(nat ional  incomc), of 9.3% i n  industry and 7% in  agriculture, 
was t o  be abandoned, as the Czech economy had bccn trying t o  
dcvclop i n  too many f i e l d s  a t  once, and thc correct  propcrtion 
bctween agr icu l tu ra l  and i n d u s t r i r l  production hnd not bccn 
maintnined. Nrctrdy early l a s t  ycm, the originnl  1962 torgcts  
had t o  bc rwised. The Czech plan f o r  1963 is  a t rans i t iona l  
one-year plan dusigncd t o  es tabl ish  a bas is  f o r  a new Scvcn-Year 
Plan beginning i n  1964, The lowest growth rates i n  Czech 
p l m i n g  his tory  arc cont~mplated: gross indust r in l  p rduc t ion  
is  t o  increoae I$, and labour productivity 0.75 ( a g r i c d t u r e  nn 
u m c a l i s t i c  9.556). Targets f o r  the  new Seven-Year Plan, 
l g 6 W l g f 0 ,  do not  appear t o  have been relensed as yet. 

Net ,pa te r ia l  product 

3. The 1962 Plan  Fulfilment Report was published on 
1st F e b r u ~ r y ,  1963, The material a v ~ i l a b l c  docs not give the 
ex~lc t  f igure for net material  product (nat ional  incame), it , )r . ly 
6 n ; t E  t h a t  although production was bclow plan, thc nnticnnl 
economy rcgistcred further growth in 1962. i. compnrison b ~ t w c n  
thc ra thcr  good r c su l t s  in industry and t.hc bad rcsu l t s  i n  
agricul ture mnkcs nn cstimatcl increase of nct ional  income of 
approximately 1% likely. The Rcport c r i t i c  ised s h c  r tcornin~s in 
mmrgcrncnt rind work organizetion and an exccssivc and 
ucmomically un jus t i f i ed  growth of stocks. 



Industry 

4. In industry, a rats of increase of g$ had been kept up, 
and often surpass&, f o r  a number of yo.?rs u n t i l  the end of 1961, 
the first year since 1953 tha t  t he  Czechoslovakian economy could 
not rcach the  industriCl output ta rgets .  In 1962, the  r c l ~ l t i v c l y  
small incrcnse of' 6 e w  increase over 1961 =is ~ g n i n s t  a 7.5% ttargct 
in thc mviscd plan point6 t o  the f a c t  that the pacc of indust r in l  
dowlopmcnt is slowing d m  considerably, a f ea tu rc  not unccrnmon 
i n  highly i n d u s t r i d i s e d  countries. The following branches hnvc 
s l i gh t ly  over-f ulf illed their - fuel (+ 55";) , chcmicnls 
(+ 10.4$), md consumer good8 thc results nchitrved by 
power (+ 7,5$), metallurgy (+ 5.1%) hwwy 
tngince;lng (+ 8.152) and (+ 8.3:21 f e l l  short  of 
t h e i r  t w g o t a ,  Building reaults were extremely poor, with an 
incrcasc of lt1ess thm 17P. &&our productivit  incrcnstd only 
3.2$ aagdinst a plennod 6% which, except f o r  195*, was tho  lowest 
grl.i.v.th rat0 since 1948. 

5 .  'For the "year of r~o rgan iza t ion  and preparationn, 
, thc planners set thc modest targot f o r  indus t r i a l  production 1.wj f'orecnsting a t o t a l  cutput of 27.8 million tons of 

hard c o a l  (1962: 27.2 mill ion tons) ,  8 million tons of  s t ~ e l ,  
29,000 t rac tors ,  54,000 cars (1962: 64,300), 260,000 t ~ l a v i s i o n  
s e t s  and 220,000 r e f r i g e r a t ~ r s .  The plan fb r the chemical 
industry foresees an increase of 5.4% in gross output, the rnqljor 
part  of it being accounted f o r  by on expmsion of the processing 
of crude oil and the prociuction of a r t i f i c i a l  f e r t i l i z e r s .  The 
main feature of the new Seven-Year Plan 1964/1970 w i l l  be on 
improvemwrt in the technological and orgmizat  ional  level o f  th  c 
engineering industry, whose output is t o  rise by 8% t o  lo$ 
rrnnunlly ( the  only f igurc so far ave i lab le  f o r  t h i s  pericd). 

6. The plan f o r  a g r i c u l t u r a  p rduc t ion  i n 1 9 6 2 ' w a s  
f uif i l l e d  only by 88$, (crop product 'o 84% and 1 ivestock produc- 
t i on  93$), despi te  a 6.7 b i l l i o n  Kc8 t 1 7 investment in  this sector  
i n  1962 m d  7.3 b i l l i o n  Kcs i n  1961. In admitting tha t  
agr icu l tu ra l  production was 6% l e s s  thm in 1961, Perty  Londcr 
Novotny tcrmcd 1962 as ;'one of the worst yearsfr f o r  Czech 
agricul ture,  The whcnt crop is estimated to h ~ v e  been 1.8 million 
tcns (+ 10$), w i t h  vegetebles dorm by 16% &and livestock production 
by 78. M i l k  production was well below plm by 6.&. In 1963, 
crop and l ivestock production are  scheduled f o r  increcses of 
18.4:; nnd 1.3% respcctivcly over 1962, The share of investments 
Rllocated t o  agricul ture i n  1963 is, however, t o  remain 
nplmoximntcly tha t  allocnted in 1962, Moreover, agricul turnl  
co-operetives w i l l  receive fewer machines t h m  l a ~ t  year; R s h i f t  
i n  ~ g r i c u l t u r c l  investment has been envisaged away from machinery 
t o  s o i l  improverncnt intended t o  lnc r tase  yiclds. 

(1)  S 2 e  hnncx f o r  r n t e s  o f  exchange. 



7 According to an official Czechoslovakian statement, bad 
results in r-piculture presented a %erious prdblom f o r  the  ent i re  
nnt i ~ n n l  economyii, as the engineering Industry hnZ to produce 
hcnvy mechincry for  export t o  pay for ngricultural imports, to 
thu detriment of the orders it was supposed to be fulfilling for 
industry a t  home. The XIIth Party Congress decided, thcreforc, 
in Dcccmber 1962 that by 1970 the r a t e  of increase o f  ~ g r i c u l t u r ~ i  
production should rcach that of industrial production. Pmspccts 
for t h i s  R r c ,  however, rather poor considering thct  agriculture 
has only increased by 1% over the last five years, and that tho 
absolute level  of production is approximately the s m e  as in 
1936. Since even this result has been obtnined largely through 
increased livestock production, it i s  diff  i c d t  t o  see how tho 
planned 18.4% increase in crop production .could be rcnlised. Tho 
r&irnc semis intent on continuing its doctrinaire p o l i c i e s  in 
agriculture rund nspircs t o  improve the situation mainly through 
ailministrotive mema. 

L n ~ t  ment 

8. Stoto ccpitctl investment eppears to have been 
particularly poor in 1962, with an estimated decrease of  1% 
agrrinst a target of 8$, Serious difficulties in the economy pterc 
s n i d  t o  have been caused by changing the f i n a l  datcrt; f o r  putting 
factories into operation. Furthermore, planners b d  appmtntly 
been forcing the pace of investment both by starting t o o  m r m y  
projects and by demanding too  much haste in the ir  implementation. 
t. f urthcr decrease of investment by 65 has bem Etnnauncod far 
1963, where 197 of the most urgent pro3ect6, valued at 
K c s  16.8 bi l l ion ,  arc expected to be completed, Only 85 new 
projects w i l l  be started in 1963, worth Kcs 5.3 b i l l i o n .  

9. One of Czechoslovakin' e most lmportm t developent  
prolects is the new oil refinery of Slovnaft ,  n e w  Bratislnvn, 
a capacious Danube port 50 km. from Vienna; this refinery u ~ o s  
Soviet  crude o i l  supplied by the Czechoslcvakian branch of the 
"Friendshipt' pipeline which was completed on 22nd Fubrunry , 1962. 
During the first year of opera t im,  2.65 million tons r f Suvict 
petroleum are safa to have been conveyed t a  Bratislava. 
Another importmt project is the East Slovak I rm 'iv'orks of 
Kosice, which, after completion, is expected to produce 
3 million tons of finished steel products s ycer. It will  rely 
wholly on Soviet iron ore from Krivoi Rog and coal from O s t r n v n  
in Marnvian Silesia, at present ~ z e c h o s l o v a k i a '  s only  rcrilly b i g  
s t e e l  centre, 

10. Czechoslovakia's foreign trade in 1962 increascd by 
only 4.7% as cgainst 8-72 in 1961, 'and nn m u n l  nvcrnpe of 8% 
Scheduled by thc Five-Ycrtr Plan. ,\ccordIng t~ o C,TX brondcnst of 
a t h  February, 1963, foreign trade turnovcr cxce~c-led Kc!: 31.2 
billion, of which nearly 9.0 billion (29 .~ ; )  Waf3  t r m s n c t c d  w i t ; ;  



- ; c a p i t t : l i ~ t "  countries. Fuel and raw materials account f o r  more 
t.hm 5 6  and foodstuffs  for more than 2% of Czechoslovnkirt 's  
i m p o r t s  with machincs anil equipment ranking f F r e t  on the c x p o r t  
l ist  (ncar ly  ~ 5 ~ ) .  

11. A great den1 of ~zechoslovakia's current difficulties 
a r e  being attributed to thc fact that this camtry,  af ter  the 
Sovie t  Union, is the largest supplier of foreign credits among 
thc Europem satellites; per capita, Czechoslovnkia is sa id  to 
have spent three timcs more than the Soviet Union on a i d  to 
dcvelopiqz countries. Another problem seoms to have been the - 
disruption bf  ~zechoslovakia's trade wlth ChSno, once her f i f t h  
largest trading partner. In 1961, Czechoslovnkim&hinese trade 
had fallen by about 7G compared with 1960, and late iri  3962 
foreign t r ~ d e  w i t h  China was repopted t o  have stopped completely. 

Conclusions 

12. The abandoning of the current very elaborate Five- 
Ycar Plan after only two years points to aerioua difficulties 
in Cscchoslov@rkia's economy, With the degree of development 
now reached, planning mny hove become more difficult than in 
a leas advanced and less conplex economy, As foreign trade 
is playing an important role in the Czech economy, the loss of 
a client l i k e  Communist China may have had aome effect on 
economic development, especially as Czechoslovakia must at 
the same time adjust herself to increased spec ia l i aa t ion  with 
COMECON. Another reason far Ceechoslovakia's current diffi- 
culties might be her integration, together with the Soviet 
Zanc of Occupation of Germany, in the Soviet armaments 
programme (see above, I, 16). All these facts make it 
difficult for the r&gime to maintain the high living standard 
of tho population, though it appear8 that great efforts h a w  
been made in this direction since the upheavals in Hungary 
and Poland in 1956. 
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Population: 30,5 million 
Area: 311,700 sqelan. 

Introduction 

1. Poland i s  the largest  of the European s a t e l l i t e s  in 
t c r r i t a ry  md population and, d t e r  the  upheaval i n  1956 and 
~omulka's rcturn to powcr, the one 6onsidcred by many Western 
observers ' t o  be the most iUbcrnl l t  of' that  mta, as individual 
f nrrners still o m  8% of cultivated lands, Though industrialisa- 
t ion is advmcing a t  a considerable pace, ~ g r i c u l t u r e  s t i l l  plays 
n mnjor ro le  in  the economy, with  bout 25% of net material 
product (rmtional income) being derived from t h i s  sector and 
ovur 50$ of the population s t i l l  l iv ing  in rural w c a s .  ?!ithin 
C O K E O N ,  Poland is an important supplier of' hard coal, chemical 
plant and ships. The country is an associate member of QfET and 
a signatory of  the ~ k i i c w o  Convention on Civil  A v i -  tion. 

2, In 11962, Poland met with d i f f i cu l t i e s  similar t o  those 
in the Soviet Zone of Occupation of Germmy and Czechoslovakia, 
resulting i n  a lowering of' the production aims f o r  1963, i n  
comparison with the annual average incrczlse targets  provided f o r  
in thc Five-Ycm Plan 1961/1965 of 7% in net material product, 
8.7% in  industr ial  and 4.1% in agricultural  production. 

N c t  material product 

3. According t o  the Polish plan, f ulf ilmcnt report f o r  
1962, published on 20th February, 1963, net m a t  r a1 product 
(nqtional income) amounted t o  427 b i l l i o n  zloty 7 1 , an increase 
of only 2.5% as against a planned growth of 7%' and an actual 
incrcase in  the preceding y ~ a r  of &96. National income f o r  
1963 is scheduled t o  amount t o  446 million zloty, nn increase 
over 1962 of  5.8. 

Industr ial  production 

4. In 1962, gross industr lcl  production plans were 
f:i lfi l lcd 100,N - an 8.7% increase over 1961, The followinu 
production incrkascs ware' claimed: phzrrnnc&ticals, 35%; oil- 
rcf ining,  31%; chemicals, 1676; mrchinc industry, 15 .w; potrcr, 
10);; textiles, clothing and footwear, 6.2%; building ~ a t c r i n l s ,  
5.5% ~ n d  fue l ,  4.1%. Results in a number of irnportmt brnnchcs, 
such as  s t ee l ,  freight  cars ,  trucks, r a i l  passenger cars, rolled 
m r t t ~ r i a l ~ ,  turbo-nen~pators, iron and zinc ore fe i lcd  t o  r w c h  
tho targets.  J,ab& p r ~ ~ l u c t i v i t ~  rose 4.1% i n s t e ~ d  of n p l m c d  
5.5%; although the housing construction plan was r eportcdly 
f ul f i l l cd ,  a shortf nll occurred i n  the c rp i t a l  construction 

L 

(1)  See [-ex f o r  r a t e  of  exchmge. 



plan - 369 of' 390 planned projec ts  were completed. O u t ~ u t  of 
hard c o r l  to ta l l ed  109-6 million tons, an increase ever 1961 of 
2.4%. Production f igurcs of major commodities, not given in tho 
f a e x ,  include thc following: sea-going vessels (290,000 deod- 
weight tons) ,  mttal cut t ing  machine too l s  (24,800 un i t s ) ,  t r a c t o r o  

12,625. i.e., plus 19.6%). passenger cars  (16 100). l o r r i e s  
[22.406), sulphur (209,000 tons) and p l a s t i c s  [82,500 tone; 
i - e . ,  plus 18.8$). 

5 The 1961 industrial p l m  foresees an increaee of only 
5% over 1962, spread unevenly among the various brnnchcs. Thc 
output of producer goods is t o  incrcasc by 6 e M  z.md that  of 
conmmer goods by 2.%. Above average increases n r c  p l m c d  for 
chemical machinery and plan t  (35$), t r ac to r s  (33$), l o r r i c s  W 
buses (225Q), e l e c t r i c a l  machines nnd equipment - especinlly power 
turbines (13.7$), engineering nnd metal working output (11.7$), 
means of t r m s 9 o r t  (11$), chcmicals (9.4$), m c t ~ l l u r g i c a l  prorhcts 

B 8.6: ), and e l ec t r i c  power ( 8 . 5 5 ) .  Steel production i s  t o  n t t n i n  
mill ion tons,  ro l l ed  s t c c l  5.4 mi l l i on  tons; shipbuilding 

industry i s  expected t o  show an increase over 1962 of 22%. 
producing 52 ships with over 350,000 deadweight tons. 

6 .  I n c o n t r a s t  t o  t h e s i t u ~ t i o n  i n  the Sovict Zone of 
Occupation of Qormany nnd Czechoslovakia, vast labour rcsmrccs 
arc S t i l l  nvnilablc in Poland's agriculture.  A t  thc Trndc Union 
Congress i n  Novombcr 1962, (Somulkn stated thnt  w h i l e  cmploymcnt 
i n  the  whole of thc socinlised oconomy had becn lanncd t o  E incrcase by 263,000 persons in the years 1961/19 2 ,  the nctunl 
figure was nlmost twice as largc. This unexpected fncremc in 
employment put n heavy s t r a i n  on the w ~ g e  fund and prcvcntc;d wages 
from rism as plannod. Gomulka emphnsised that +the i n d u s t r i a l  
output ta rguts  should rather be achieved through bet t c r  o r g m i z x -  
tion of work and higher euctivity,  which in 1962 sccms t o  hnve 
f c l l en  short of  the 5.% incrcase target.  

7. O f  Pol ish farmland, 87% is p r i v ~ t e l y  o w n c d b ~  individual 
p e ~ s a n t s ,  by 5,300 state farms end only 1% by c o l l e c t i v ~  
f nrms, thc number of which has fclllcn from more t h m  10,000 bcf or0 
Gomulkds ru fo rm in  1956 t o  n mcrc 1,&0 in 1962. There is no 
indication that ~omulko.' 8 declared intent ion t o  avoid m y  form of 
f'rwccd col lcc t iv isot ion  w i l l  be discontinued. The emmarking of 
80., t o  ~ o ( y ' ~ $ i . i c u l t u r ~ l  inves tm~nts  from s tn to  funds i n  
196311965 f o r  tho development of s t c t e  farms md thc dccision t o  
qllocntc unused Lnnd t o  stntc f m s ,  whereas hithcrto i t  had 
mo!:tly gone t o  privntc farmers, seems, howevcr, t o  bc indicntivc 

3 tcnr2cncy to  stress thc  importcncc of the  publ ic  s ec to r .  

8. r'rdvcrsc wc~.thcr conditions arc b1,mcd f o r  cl drop in  the 
1962 f'!:Picultur~l uroduction of 7.w from the excoptionally good  
l%m.lts i n  1961. Tot?. l  c m p  production has dccreo.sed by 13.;~, 
with grein output dovm 2 million tons (- lo%), pototocs 7.5 million 



tons  (-I€;%), and sugar bket  1.3 mi l l ion  tms  (-1w). The 
hr1.rvcstin.g rrrua decreased by 80,000 h. Livestock px~oduc t im h-is 
r i sen  by bmW - pigs alone only 1.496 - over the high 1961 level 
( f o r  production f igurcs  obtained i n  1962, scc Annex). Thc m y i d  
growth o r  livestock and the poor grain hmvust  have mcdc t he  
Polinh a u t h o r i t i e s  anxious lbst inc reas ing  im13ort6 of fodder 
gr-iin might draw heavi ly  on the  foreign exchang;~ rcservc;s bndly 
nccded f o r  imports of i n d u s t r i a l  goods. 

9. In 1 6 &,gricultural  p r o d ~ c t i o n  is planned t u  increase 
by 5,&, w i t h  9f a u r t h w  increaee in cattle herds, of 2.5y0, the 
number of pigs remaining a t  about the sme level no i n  1962. 
Crop production is oxpected t o  incrcase by l l m w  ovcr the  ve ry  
bad results in  1962, For the years 1963/1965 an i11crc.m~ in  the 
t o t n l  soum area From 1.4 t o  2 million hectars is advocctc .  t o  
mnke Poland indcjsendcnt of gmin imports from the Wcst. Inv~st- 
mcnts in agr icu l tu re ,  which rose  in 1962 by 77.- over 1961, will 
bc oubst ,mtinl ly  increased i n  1963, by mrzking ~vailnble fmds 
o r i g i n a l l y  planned f o r  industry, The shmc of totel i n v e s t m ~ r ~ t  
a l locnted t o  agriculture w i l l  n t t ~ i n  22.&. I n  contrxct  t o  most, 
o ther  European s n t ~ l l i t ~ s ,  the Pol ish  1963 agr icu l tu re1  p l m  docs 
no t  seem to b t  u n r i d . i ~ t 1 ~ .  

10. According t o  the ..Jan f u l f i l m e n t  report for 1962, c tptc 
c sp i  t n l  i n v ~ s t m e n t  incrcascd by l3.4$, reaching 101.1 bill ion 
z lo ty  ( i n  cur rcnt  prices). Thc main investment zro jects 
included tho l a y i w  of 269 krn, of o i l  pfpclinc, the  corn,~lction 
of thc  first construct ion stage of a dry-dock n t  Gdynin and t h c .  
put t ing  i n t o  operation of new turbo-gencrntors with a c n p w  i t y  
of  1,102 Mw.i.;lork a t  the huge new coyper f i e l d  at O l o p w / S i l ~ c i a ,  
cint~inine c ~ t i r n n t ~  rcservcs of lo million tons o f  p u t  m t n l  
is t o  bc continued; production is t o  start in 1966/19G8, with an 
%uliml capacity o f  100,000 tons of ref in& copper. Houfi ing 
c o n ~ t r u c t  ion by s t a t e  and co-o r a t i v c  enterprises provided 
270,800 rooma, m increase o f  &+$. 

11. I n  1963 ne t  investments are p l m l e d  t o  incrcr!se by 
8.3$, t o  a-total of 125.6 b i l l i o n  z l o t y ,  p r i o r i t y  biing given t o  
18 mining m d  power pro jec t s ,  16 p r o j e c t s  in heavy industry and 
17 i n  thc chemical industry ,  which zlonc will reccive 10.2 
b i l l i o n  z lo ty ,  cmpnrcd with 8.3 b i l l i o n  z lo ty  in  1962 r.nd 
6.7 b i l l i o n  z l o t y  i n  1961, The share of investments nllocntcd 
to light Industry,  water economy, municipal economy, t r?nsporta-  
t i o n ,  s o c i a l  welf,ve and health s e r v i c e s  w i l l  be r e s t r i c t e d .  

12. Polish g r c i m  trJ-?.de continued t o  dcvilop in  1962 n t  
&out the s m c  ratc as in  previous y tars ,  rcr ichir~g an irxrcnse 
o v ~ r  1961 of 10~65% mil a turnover of 14.12 b i l l i o n  f o r ~ i g n  
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currency z l o t y s  ( i n  cur rent  priccs). Exports increased by 9.5% 
tu 6.58 billion z l o t y ,  and imports by ll.w, to 7.54 billion 
zloty, The amount af the imbtflancc was reported to bc approximately 
670 million. 

13.  he Soviet Union is  Polturd's most important trndinq 
par tner ,  with a shnre of .apprcjximately 30$ of  thc turnover, 
supplying hall? of all raw material23 consumsd in Pol ish industry, 
The sham of " c q 2 i t a l i ~ t "  countries in ~oland' s f o r e i g n  trnda in 
1962 was nermly w, n f a c t  sharply criticised by Oomulka at the 
Tradc Union Congress on 26th November, 1962, rrhcre he said: We 
w a n t  t o ,  and we should, trade with c a p i t ~ l i s t  countriea, but wc 
must not f 3U into dependence upon them, becauso i n  t h n t  case 
tho dynnmics of c ~ . p i t a l i s t  markets, a8 well as tht  policy of trnde 
discrimination ngoinst the s o c i n l i s t  states conducted by the 
c n p i t r l i s t  countries, could undermine our plans and impede the 
dcvolopment of our e~onomy.~ 

lan expects an increase in Po1,md's f orcign 
trnde l 4  tu rnover  % of exports  increasing by 6% and imports by 
no more thm J.s, a rather unrealistic relationship not 
achieved in Pol ish  forelgn trade for many years. Exports of food- 
stuffs, which account For over 505% of Polend's deliveries to 
"capitalisti4 countr ies ,  are t o  be reduced sharply, while the 
export of enginwring oods to the West is planned t o  grow by 
3m (present share: 1% f . The attempt t o  enlarge the proportion 
of engineering axports w i l l  certainly not preclude active e f fo r t s  
t o  r e t a i n  raw matcr ia l  and olgricultural mcrkcts, Imports of 
ccrcnls which amountcd t o  2.1 million tons  in 1960 and 2.5 mill ion 
tong i n  both 1961 and 1962 will be increased to 2.05 m i l l f c 7 b  tans  
in 1963, thus rcachin& n t o t a l  of zpproximatcly 10 mil l ion tans, 
valued a t  2.5 bi l l i on  forciepl cxch~mge zloty within four W m S e  

15. The toornclgc of sea-going merchant shims under the 
Polish f lag  in 1962 vcs ~pproxirnntely 1.1 million dendweimt tons. 
Polish p o r t s  handled 24.6 million tons of goods. 

onc lusions 

16. The Qomulka regime considem the slackening i n  the r3tc 
of economic develoiment to be of a itpassing character", cnd hopcs 
t o  make good the lowered increases planned for 1963 by morc 
f avournbla resu l t s  in 1964. There c m ,  however, bc no doubt thlt 
the. t a r g e t s  of the Five-Year Plan 1961/1965 will not be attcincd 
in m m y  scc tors .  Little o r  no imprwement can  bc expected i n  pcr 
cn~~ i tn .  consumytion md l i v i n g  standards. a t h a u g h  the r4gimc hns 
prollliscd improvcmcnt in the supplies of' such items as meat, meet, 
f bur and most building mater ia ls ,  planned 1963 production figures 
do not  r ~ n c h  those planned f o r  1962, Poland's economy, as well as 
t h n t  of t h u  S a v i ~ t  Zone of' Occupation of Wrm~ny and Czechoslovokin,  
has now rmched a stago of i n d u s t r i a l  devc-lopinmt n t  which planning 
becomes morc and more complicated and t h e  rates of increase 
decl ining t o  a lcvel c l o s e  t o  that of Westwn industrialised 
c o u n t r i e s .  



Population: 18.6 millIan 
hreat .237,500 sq.lan. 

Jntroduction 

1. ~&mnnia  i s  s t i l l  on agricultural  country, with n e w l y  
703 of its inhabitmts l iv ing i n  rural nrcns, and with 01-cr 3046 
of net mc40rial product (national income) being dcrivod from 
n&riculturnl production. F u l l  c o l l e ~ t i v l s a t l o n  was reached in 
spring 1962, four ycnrs ahead of schobule. Industrialisotion i s  
bcing pushed forward and Roumanian industry, if one can t r u s t  thc 
of f i c i a l  s t a t i s t i c s ,  has one of th.e himcs t  growth ratus in  
Europe. T h e  country has large natural  resources, nbovc a l l  crude 
oil md ncitu-01 gas, but also iron, mangunese o k ,  bauxite and 
timbor. Roummia i s  rcported t o  be reluctant to play thc rolc o f  
o supplier o f  raw m~lterials  within C O M S O N  and t o  s e t  its high 
industr ial isat ion ta rge ts  aside f o r  bet tor  co-oporation within 
COMEON. Having received considerably less  d i m c t  economic aid 
from the Sov1c.t Union than the other Eurogean s a t ~ l l i t e s  cxcopt 
C z c c h o s l o v ~ ~ a ,  Roumgnitl seems t o  be playing o relntivuly 
independent role i n  tha t  or@mization. 

2. Thc currcnt Six-Yoap Plan prorldcs for n much f n s t w  
paco of' dctvelopmcnt of the cconomy, and of industry md agricul- 
ture in  particular,  during the ycars 1960-1965, than i n  thc ' 

prccoding six ycars. .Tho planned r i m  or notional income by 
70080% - (annual -. nvorage 9.w) is onc of the highest forcsccn f o r  
m y  country of thc arca ancl based mainly on a r a t h ~ r  o p t i m i s t i c  
cstirnate of the expansion of the labour forcu, n planned doubllxlg 
of inv~stments,  m d  a p r~d ic tod  increase in gross agricultural 
production of no less thGn (snnual average 7%). 

Nct mnterial product 

3 According t o  a communiqud of the Cc;ntrnl Directarnte 
of S tn t i s t i c s  publiehcd on 1st Fcbruapy, 1963, n ~ t  material 
product. (nntional income) rose by only 75 in 1962, whercns thc 
Sfx-Yenr Plan 1960-1965 forecasts an annunl incrunsc rntc of 
9.3% which hns so f nr b c d  surpassed only in 1961 (I*). There 
is n o  plan target availnblc f o r  1963, ~hcorghiu-Doj s ta t ing on 
29th Docember, 1962, that  n a t i ~ n a l  /ncomc would vincrsasc'i. - 

Industry 

4. The 1962 ~ l m  f o r  gross industr ial  eroduct ion hns bccn 
ovcr-fulfilled, resulting i n  a to te1  incrccse i n 1 9 6 2  ofili.7%~ 
against n target of 13.55 and a rise of l5.6% between 1960 m d  



1961. Tnis is  a l so  woll above the nverngc annunl incrcnsc r n t c  of 
13% ylnnnud f o r  t hc  1960-1965 pcrlod (see anncxed table). output  
of' r m n s  of production vent up by 17.55 and t h ~ t  of consumer g o c d ~  
by 10.2%~ E s p ~ c i n l l y  high incrcase r s t e s  were achieved in 2ig 
i r o n  product ion (+ 3751, the chcmical i ndus t ry  (+ 24$), clcc t r i c  
yowcr (+ 23$), o i l  roccssing (+ 21e5%), ezgine~ring (+  I%), rrnd 
building materials 9 + 18.57;) ( fo r  absolute product ion f igums of 
importcant comcdi t i es  sec m c x ) ,  The communiquQ  put^ n spoc in l  
stress on the incrcased qual i ty  of  t h e  production. 

$,$bow proc'iuctiti:~ rosc  6.6% only, instead of n. p h i  w d  8, 

5, An important brtmch of Roumania's t+ J . . ~ Y : ~  i s  the - crudc 
oil ~roduc t ion ,  which was nlrcady highly developtd before thc 
l a s t  war. It appews t h a t  the "co-ordinationt1 with thc Soviet 
Union worlxd much t o  the detriment of  Romania: wherens  Roumanian 
prc-wnr o i l  production was already over 8 million tons a y e w ,  
production by 1962 had only increased by about t o  reach 
11.86 mill ion tons ;  on tho other hand, Soviet o i l  productioa which 
W ~ B  only 31 million tons bcfore the war has increased s i x  f c l d ,  t o  
186 million tans in 1962 and is p l m c d  t o  reach 205 million tons 
in 1963, 

6, The 1963 plan provides f o r  an incrzase of  "morc than 
123? in industricl production over thc 1962 rcsul ts .  In the 
br,mches producing mcms of production, the cxpectcd increase is  
13.3%, i n  those producing consuiriar goods lo$. More importnnt 
incrcnses arc c ected f o r  the output of PmCr 7 cncration (+ 21$), 
chumicnls (+ 2 6 3  and bui lding mstcr ials  + 7 . To  ochicvo 
thusc t a reu t s ,  labour productivity in industry must i n c r c n s u  by  
9.3~;. a ta rge t  which had also bccin plnnncd but not nchievcQ in 
1962. In view of past pwf ormmuts in  industry md the r8thc.r 
modcratc increase planned f o r  1963, the indus t r i a l  targets f o r  t h i s  
yew should, howcvcr, pasc no groat difficulties, Chemicals nnd 
engincuring hcad the production tnrgcts  of the six-Year Plan, 
with annual average increases of 2% and a$, which wcrt both 
surpassed in 1962 (sec 4. above). The long-term perspcctivc plCm 
f o r  i ndus t r i a l  development, 1960-1975, provides f o r  gross 
i ndus t r i a l  production t o  increase 6 fo ld ,  chemistry l.4 fold m d  
engincoring 7 fo ld  over t he  1959 rcsul ts .  

&r i cu l tu re  

7. The communiquE s w s  very l i t t l c  on thu 1962 ~csults in 
a riculturc, The grain hwvcst  is reported t o  been 8.5% lnnc r  
, apparently in  consequence of n very p o p  rnnize cr:,p, 
whcrcns the wheat crop is  said t o  have been highcr. Raw1anim 
crop yields have always been par t i cu la r ly  poor  m d  even lower than 
those i n  Bulgrulin and Albania. Livestock numbers i n  1962 remninod 
approximately at the l e v e l  of 1961 (see m e x ) .  Investment in 
w r i c u l t u r o  in 1962 increased a mere 1% over 1961, and the share of 
t o t s 1  investments allocated t o  agriculture decreased from 17% in  
1961 t o  15% In 1962, 



8. 1963 aFp.leulhwl-m is schedilwl to flee 1s - with crop 
and l ivestock production t o  Increase 20.94 md lors  respectively. 
,Qr icul tura l  investmmts are t o  reach the l eve l  or ig inal ly  
planned f o r  1965. The 1963 agr icu l tu ra l  plan says tha t  the steady 
progross of  crop and animal production is one of the principnl 
conditions f o r  the development of the e n t i r e  economy, thnt mnize 
cul t iva t ion  w i l l  be largely extended and t ha t  a l l  state farms 
s h a l l  spec in l i se ;  some 6 i  them w i l l  gradually be converted i n t o  
l m g e  maize proctuction uni ts .  The plan envisages tho production 
of a l a o s t  1 million tons  of meat, more than 30 million hcc t<> l i t r ee  
of milk ahd 28,000 tons of wool, Agriculture w i l l .  receivr: 55% 
more chemical f e r t i l i e e r s  than in 1962. 

9.  One can hardly see how agr icul tura l  production cLm 
i n c r ~ ~ t s e  by 50$ - requir ing an annual average increase of 7% - 
in the course  of the Six-Yew Plan 1960-1965, as  it was bclovr the 
level  of 1959 in the first three years o f  the pl,m. Thcre are 
serious d o a t s  whether tho d i f f i c u l t i e s  in agriculture, now 
93.478 social ised,  can be overcome by the  thorough reforms of  
management introduced after the Soviet  pattern i n  A p r i l ,  1962. 

Jnvestrnsnt 

10. S t a t e  c w i t a l  investment is running a t  a r a t e  o f  up t o  
25% of nat ional  income, The t o t a l  volume in 1962 nmounted t o  
31.5 billion lei, an increase of 18 on 1961. Indus t r i a l  invcs t -  
ment rose by 20$ t o  more than 17 b i l l i o n  lei, or 55% of  t h ~ :  
t o t a l .  Of this, power and m e 1  industry received 33.8%. 
metdlurgy and engineering 27.65, and chemical, paper nnd 
cellulose industry 15.4%. 4.9 b i l l i o n  l e i  o r  15.m of the t o t n l  
were a l l o t t e d  t o  agriculture, sp ins t  a planned 4.7 b i l l i on  l c i ,  
end 2.8 b i l l i o n  lei t o  transport ,  

, investments from a t a t e  funds are expected t o  
1962, and w i l l  amount to 34.6 b i l l i on  l e i ,  

The main investmcnt projcct is the new iron and steel combine a t  
Galat i ,  working on coke and iron o r e  supplied by the S o v i e t  Un1.m 
and dcsigntd t o  produce 4 million tons of s tec l  and ~ - ~ L ) O , O O Q  
tons of rolled pla tes  a year by 1965, ( ~ h c  p l m t  which, i t  is 
claimcd, will be the lmgcst of its kind in thc wcrld, is 
rcportcd t o  bc constructed by an Lnglo-Frcnch ~ o n s ~ r t i u m ) .  
Otllcr pro jucts  now being carrfed out include p lants  f c r  thc 
production of  cnr tyrcs ,  papw, cul lu lose ,  and buildihg 
materinls, 

F ~ r c i m  trcde 

12. Unti l  recently,  foreign trade hcii n o t  played an 
important r d e  in  Roummio's coonomy, hur gor c r p i t ~  v llunc of 
forcim tradc turnowr being smaller than tha t  2f m y  c t h w  
Ehwogem sntc l l i t c . .  Recently, honovcr, thc- count ry  hns bcm 
stopping up i t s  commcrcisl ro1,ntions with both t h o  W t s t  md  tho 
East md appears now t o  have ent~rcd a phasc ~f rapid increase 



In f L)raign trado in re la t ion  to  national incoma, The volumo of 
R o u ~ i ~ n n i m  foreign trndc increased by in 1962 and, th,.u@ 
fa l l in& considerably short  o f  the 15$ increase envisaged, hns  
curpassad thc 1959 l a w 1  by ovur fm. The 1963 plan provides 
f ~ ) r  Lm incrcnse of 5.3% over 1962. 

13. since 1958, thcro has been some porientcticjn of  
RoumLulirrls forcign trade tuwcwds Western Europe,, whose share uf 
Roumanian imports rose from 17% t o  2 s  - the highest figurc f o r  
nny Eastern Europ~an c luntry  - While tho share of Wtstern Europe 
in  Rsummia's exports rose from 1% t o  25$, a figure, among Sovict 
sate l l i te6  only cxcoc.dcd by Poland. The moat remarkable aspect 
uf Rommim imports from Western Europe is the rdat ive ly  lnrgo 
volume uf c~rders f o r  complete factcry plants plnaed i n  Britain, 
Frmce ond the Fodcral Rdpublic of Qermany. 

14. Some wcsterm o bscrvers b e l i e v e  thct if thc present 
rapid upward trcnd of industry can be mnlntrdncd, Roummi~ may 
unc; dry bcctxne the economically strongest of thc: Soviet satu1li tc .s .  
For t h ~  momcnt, the task o f  thc p l m c r s  is made oasicr  by tht 
camparatively primitfvc structure of tho country's cconmy. A 
high rate  of investanat has been achieved by m:zintainlng thr: living 
standard of' the masses at a v w y  l o w  level .  hs Roumanin buc~mcs 
mcrc industrialised md will hnve t o  p y  more nttention t o  
consumer nccds, the prcemt pace of economic growth is b~und  t o  
slow down* 



Populntion: 10.07 b i l l i o n  
~ l r ca :  . 93,000 eq-km. 

Introduction 

1. ~ f ~ u n g a r y ' a  popilation of just  over tcn million 
inhabitants,  about 60% arc l i v i n g  in rural areas, m d  over 2546 
o f  ne t  mntcrinl product (nat ional  income) i s  d ~ r i v o d  from 
ngricul turdl  production, iLfter t h c  uphcavnl in  1956, which d i d  
g r ~ n t  damage t o  hcr  economy, Hungary reccivcd substantinl credits  
from thc Soviet Union and other Communist countries, which, 
together wif& o c~utious c o l l e c t i v i s a t i m  policy, nllowcd hcr a 
spody  r c c o v m .  Ncxt t o  Poland, Hungmy is bclicvcd t o  hove 
hcqome the most 181ibcral" of tho satellite rEgimus in  Enstern 
Europe. UMer COMZON' 8 divis ion-  of labour policice,  Hungmy wns 
pickod t o  bc m c  of the Soviet bloc's ohid aluminium produc~rs ,  
because of h ~ r  high q=li ty bauxite. 

2, After a succossf'ul Three-Year P l m  (1958-1960), Hungnry 
synchronised hc~? medium-range planning w i t h  that c ~ f  the o t h c r  
C O L E O N  aountrles by intrductrig R Five-Year Plan (1961-1965) 
under which net  material roduct is t o  risc: annually by 6%. 
i n c ~ u s t r ~ ~  pz-muct ion by 8.s anti tqggricultur~l P F ~ U C ~  ion by 
5.5% 8 .  .. . 

pot material ~ r o d u c t  

3. In fulfilment repor t  of thc 1962 cconomic plm, 
published in tfNegubbaBsrgl' of 20th Jm9mry, 1963, tho Hungarian 
Ccntrnl S t a t i s t i c a l  Oflice announced nn incrcasc in net rnntcrial 
product (nat ional  incanc) of 546 ovcr 1961, the lowest for ycars 
md w e l l  below the short  and medium-r-c tt-xgcts of 9% and 6 8  
(sco Annex). Calculated from thc 1961 figure (141.) b i l l i o n  
forint in prices based on 1957) this would givo nn, absolute- 
f igura of 148.4 billion Corint f sr 1962. For 1963, n growth of 
only 3.1% hos been predicted. 

Industry 

4. Industrial production exceeded tha t  of 1961 by %, 
wains t  a target  of &A, a result due mainly to  n lo$ incr~ase in 
the output of h ~ n v y  industry, whcras the output of the ~ t h c r  
branches rose as follows: mining 4%; l i g h t  industry 5%; fcod 
industry w,; ml machine industry 11%. The 1w incrcnse of 
ch~mical .  output (phnrmaceuticnl 355; f e r t i l i s u r s  18%) po in t s  to n 
s tmrc tur~ t l  transformation of Hungmian fnaustry nccording t o  
C O M E O N  proposals. So dc the. rcsults of some industrial f - 1 d  

brmehcs such .as em%ng (+- 12$j ,- the  -meat -5ndustry (+ 11%) 
poultry procussing (+ 1m). 



5. I.ccorCing t o  the grass  indus t r i a l  pr.xluction 
w i~ C X ~ G C ~ L J .  t ?  increosc by , w i t h  abuvc. aver c incrcosc  
3 t a r p u t s  in  thc chcmical (+ the  c;nginecringn$+ 9.57") 
Q ~nclustrius. Ab,.ut two-thirds of the  growth in inc?us t r i n l  pr .duc-  3 t i o n  nrri t~ cdme f r o ~ n  higher productivity. So::c A' thc mcro 
n i r n p ~ r t m t  p rduc t i . . n  figures planned for arc: g i v ~ n  in the  
3 ~,ru;vx. Oth~rs include bnuxitc 260,000 216,000 tcns)  
& m d  nlurninium production j7,000 tons (1960: 51,000 t m s ) ;  the 
W chumical industry is t o  incrcnse by no less thnn 75; ovcr..;l~60. H Thc: r e su l t s  cbtained during the S i r s t  t w 3  yc'aqs of the currcnt 
3 Fivc-Year Plan make it not  unlikely that most of t h e  indust r ia l  
H proc luc t im t m g e t s  v i l l  be attained. 
U 
W &:z-icul turc 
GI 
L5 6, r'.clv~rsc m ~ t k c r  was blamed f o r  the  f ailurc: of thc 
W ngriculturc t o  moct the 1962 plan t a rge t s ,  but p r ~ d u c t i o n  
W r l l ~ g d l y  '*s l i r*t ly c3xcccdedt8 1961 levels., The sutput of mnize, 
3 patntoos,  B U ~ R F  b ~ c t  hnd vcgctttblcs nos reported t o  be hip$wr, E vihilc tlmt UP grapes md other f ~ u i t  was much lovicr than i n  ~961. 

Pruductim rcsults in  l i v c s t ~ c k  acre more disappcinting thnn t h ~ s c ;  
f o r  crops: the n u n b ~ r  i)f c n t t l c  and pigs dropped below last ytlnr 's  

H levels and the output of eggs svtd milk was and 6% rcspcctivcly 
below tnrgcts.  * * 7. iXter tho vmy bad r e s u l t s  of the t y . 9  grcvious y nrs, 4 which had shown n clecrcesc in absolute prortuction as against the 

u r n t h c r  successful ycnr o f  1959, the 1962 results must cause 
~ H u n g ~ r i a n  plamwrs much concern m d  it clppcms u t t e r l y  u n r a l i s t i c  

tL  cxpoct tilnt thc g o n l  sct  for 1963 - zm incrcase of 12-14% over 
1962 - can be attnincd. tate uurchases in 1962 surpr ssed the 

W 1961 ru su l t s  by 5 : ~ ,  attclin 22 millinrd f o r i n l ,  but did not 
H reach the plnnncd t w g e t  >a 10% increase. ~o riccs nrc said 
3 t o  hnvo bccn much highcr i n  1962 thrn in  1961, i%tE 2. r i s e  i n  the 8 p r i c ~ 8  of f'ruit md vogotnblcs of 24%. Hotrevo~~, impr~vod neth-ds 
GI of d i s t r i bu t ion  may t o  some extent have compensated f o r  this.  
r \  w 
W Jnvestmcnt 
E; 8, ~ d t h o u @ ~  s t a t e  capital  investment in 1962 was claim& 
U t o  bu 8% higher than in 1961, planned levels wsrc 

? O r  
Of 3 tho t ~ t a l  sum of approxirnntcly 35.2 billion f o r i n t  . 44;; went 

W t o  industry ,and only 17% t o  agricul ture,  about the same shares as 
3 i n  1961. Thc 1963 plm envisages invcstinents amounting t o  39.4 
& b i l l i o n  f or in t ,  rc;presonting an i n c r r a s c  of 14% over thc 1962 

I 

n i,ourco 

s 9. ,Qcordi.ng t o  the  report, the 1962 foreign trndc twnrwcr * c x c ~ ~ c i c d  t h a t  of 1961 by lm. w i t h  a X961 turnover  of 24.1 
4 b i l l i o n  f o r i n t ,  thc absoluto f &urc for 1962 c m  be cstimnted t o  
GI bc npproxirnotoly 26.5 b i l l i o n  for in t .  Forcign trade hns thus  U 
g11) Scc h m c x  f o r  ro te  of cxchangc. n 

NLT C C ONF IDEFT Id\. 



C - o ~ b l ~ d  s l n c o  1957. Ekports excceded p l m c d  ta rgets ,  ivhilc 
imports were somcwhat lower tlhm planned, resulting in a better- 
thnn-planned bnlancc of trade. However, foreign trnde chowc~f n 
~lc ,?qt ivc  balnnce m o u n t i n g  t o  $48 million. This  ill mrikc i t  
d i f f i c u l t  for Hungary t o  start payingbnck thc c r ~ d i t s  reccivc.8 
frdm othcr  COMJXOM countries  in 1957 for  her mcovcry proRr?mnc. 
During 1962, t m d ~  with Communist ~ 0 m t r i t . s  hcronscd by 1Q7, t ha t  
vi th  V?estern countr ies  by 45 ent! that w i t h  davt.loping c m n t ~ ~ i u s  
by 215, though it should be noted that the l a t t c r  remnins very 
smr.11 in  ribaolutc terms, Tho sharc of other Communist countri~s 
in ~ u n p r y ' s  overall trnLic tm8 71.6%. Another lW f o r ~ i g n  t r n d e  
i n c r ~ n c c  is  prudictcd - and not unlikcly - for 1963, dlccording 
t o  thc  plm, trndo with V?c.storn c o u n t r i ~ s  is fntcndcd t o  incrcnsc  
by 13%. 

5 onc lus ions 

10. The stnndnrd of livine showcE l i t t le  icprovcmcnt: rt-111 

w,ngcs of vforkOrs nnd enployoes increased by 15, xhureas p t n s c n t  
consumption mmaincd at 1961 lovcls .  pricos aerc h i ~ & ~ r  
thm in 1961, o f i ' s c t t i w  any real ncfvmces, T h i s  i s  ccrtrl ir~ly 
due to a g m a t  c x t m t  to the bed resul ts  in agriculture. But 
Western observers a l so  bclleve that  much of the cons idcrnblu 
~ r m t h  of industry, cspccially hezvy industry, hns bctn uscd 
f o r  mil i tary  spcnding rct11~r thm for raising living stnndrlr-ln 
of the  populnt ion. 



Population: 8.0 m i l l i o n  
f ~ ~ o a :  110,900 8 q . k ~  

Jntroduction 

1. Bulgaria i a ,  apart Prom Albmin, the least dcvuloped of 
a l l  thc European satollitcs, w i t h  tibout 65% of the populntion 
still living in  rural arons. However, her industriel  progress 
hna boc;n rcmarkablc. The shares of industry and agriculture in 
the nut matcrinl product a m  claimed to be about 45% md 30% 
ngainst a prc-war distp-lbution of 2@ and 70$, with gross 
inchmtrinl production now being allegedly thirtcen times t h ~ t  of 
1939. Within COMEON,  Bulgarin is the main suprilier o r  tt,bncco 
and grapes and has recent ly  sp~cisliscd in electric equipment md 
lathcs. 

2, Planning scorns t o  be handled rtithcr inconsistently in 
Bulgrxia, =tor thu failure of the ffgrcat leap forwardN, 
proclnimed in imitntian of Communist China in 1950 rrnd p u t t i n g  
t h ~  main stress of apiculture,  a lees <mbitiouo Five-Ycnr P l m  
covcring thc y e w s  1961/1965 was ndoptcd in llcy 1362. I,ccordi.lg 
t - ~  th i s  plnn,  nct mntc r in l  prcduct is t o  incr~ctac  by m mnunl 
nvorage of' 9,%, industrilizl production by 13% and a g r i c u l t u r n l  
production by 0,374. Bulgarin has s o  fe.r been thc only s a t e l l i t e  
cotmtry t o  establish R ZPrenty-Ycm Plm for thc  period 1?61/1380 
Mtcr  thc S o v i c t  pnttcrn. :,ccording t=, th i s ,  thc f o l l o w i n g  
i n c r ~ c s c s  nro f orocqst: net matcr in l  product 500$;, in(1us trinl 
produetian 70m &d e-griculturnl proc?.uction 2w; chcmicnl 
production is to incrmse 27-f old, machine industry 17 -f 3l(l md 
c mstruction 124 old. 

Net mntor ia l  nroihact 

30 The Bulgarian Central Statistical I)eprrrtmcnt issued n 
st~tcrnmt on 26th Januplry, 1963 claining that thc Bi i l r ; n r im  
cconc-imy had conthucd to grow in 1962 c t  TI ncce l~ratcd  pnce. 
Thc r o w  f igurcs of i ' ic ia l ly  released do not ,  hcwcver , r u l l y  
support this optimistic nppraisal, Though thc statement sctms t o  
be Correct as fnr ns i n d u s t r i n l  production is concern&, the 
P C S ~ ~ ~ S  in a g r i c u l t u r ~ ,  still a decisiv~ fzc to r  in B u l g ~ r i m  
wonomy, and an industrial construction givc, rise to ~ h u b t s .  1-t 
n rough estimate, net material product m n y  ham risen by 6% in 
1962 as ngs ins t  n target of 14%. With results in 1961 of 2.'% -nJ 
in 1962 af 6%. them is little l i k u l i h o o d  t hc t  thc F ~ v L - Y e w  P1.m 
tqrgct of nn c m u a l  incrvnse of 9 , s  can bc scnieved.  



4. The claimed increase in ' industrial production o f  11.1% 
was l w g e r  than had been planned ( 9 . s ) .  Heavy industry continued 
to develop at n more repid pace thnn ovurcll industrial production;  
ferrous metallurgy increased 35.746, non-ferrous meta l lu rgy  18$ 
and machine building 23%, Construction exceeded p l a n s ,  while 
t rmspor t ,  e l e c t r i c  anB thermal pmer failed t o  meet thdr targets. 

5. 6 plnn forecasts a iurther r i s e  of lW in g r o s s  
indus t r ia l  The pro iP uetion. T h i s  saems t o  b e  a rcasonablc target ,  but 
f a l l s  short of ths average annual r a t e  of increase of 1% 
necessary to Peach thc 1965 g o d  of "not less thm 707ZW. As is 
shown in the annexed table, tho 8 1 ~ 1 ~ 1  increases so far ochievcd 
or plannod have ncver reached this level. 

6. Mverse weather was blamed f OF agricultural f nilures in 
both crop a n d  livestock production. Gross agricultural procluc tion 
r o s c  but 2.3 over 1961 - which was a part icularly poor y e w  - 
comparcd w i t h  a planned growth of 12.65, Himor ydelds wcre 
claimed for wheat, maize, sunflower seed, orientnl tobacco, 
apples and grapes, while yields of beans, p o t a t o e s  mcl some f r u i t  
wcre lower m~tn in 1961. Livtstock production wns reported to be 
2,8$ Imsr than in 1961, mainlybecause of fodder shortages, 

7. Ae incentive t o  collective f armors, and t o  overcome 
the acute food crise~, the Bulgarian Oovemrmmt, on 
30th July, 1962, followed the Soviet example by Increasing food 
prices as followa: meat by 23.7$, mtat products by 25.4$, poultry 
by 27.2$, d a i r y  produce by 31,w and eggs by 11.55. Potatcrcs, 
onions, bcms and rice were rationed, Reforms providing f o r  
be t te r  management price reductians f o r  industr ial  gozds U S C ~  in 
agriculture, be t te r  co-ordination md h i a m  wages were m o w c e d  
si~liultaneoualy~ Bulgsria a l so  became the first country within 
the Soviet  bloc t o  grmt m i n i m u m  w m s  t o  c o l l e c t i v e  farmers. 

8, The 1963 plan c a s  for an increase in gross a g r i c u l t u r a l  
production af 17.15, with grain soduction incrciasing by 17$, 
fodder grain kO$ a d  sugar beet &-I $, The number of cattle is to 
rise 9.4%. pigs 15.5% anO poultry The out look f o r  meeting 
agricultural. p l m s  for e i ther  1963 o r  the Fivc-Year Plm appmrs 
bleak. Bulgaria has made no progress dur ing  the  past t r o  y m r s  
t omrds m e  c t  the average emnun1 increase of  8.3% c n l l c d  f o r  
under the 1965 plan in gross agricultur~l product  ion. The 
r e s u l t s  so fcr achieved muat disappoint tho l e n d o r s  of n count ry  
t h n t  was o ~ ~ c e  proud of b e i ~ !  thc first af ter  the Soviet Union to 
havl-: achievcrcl full collcc t ivisation. 



. Bulgerin is the s n t e l l i t e  country with the  highest  rntc 
of investment as compmed t o  bet  mkterlnl product (close t o  30$). 
Wlxreas most other countries of the group mukc concessions from 
time t o  timo to stimulate l i gh t  industry and the production of 
cmsumer eoods, Bulgorirr has elwaye follovied thc l%hardIt l ine  of 
mninttlining absolute p r i ~ r i t y  for heavy Industry, The plm 
providing f o r  an increase in s t a t e  capital  investmont for 1962 of 
11% over 1961 was fulfilled only t o  the extent of 91.4% With a 
tnrgct of 891.6 million leva thie would moan a sum of 816 m i l l i o n  
leva o r  an incrcnsc over 1961 of 7.55. A new f e a t u r e  o f  the 1962 
investment programme was tho  concentrzrticn on c few important 
giant  undertakings, of which tho Kremikovtsi combine, w i t h  
reserves of 250 million tons  of iron ore  and an eventual s t ee l  
cnpncity of 3 million tons, is the most important, 

10. For 1963, a modest 5% r i s e  in state c apitol investment 
i s  foreseen. The major s l ~ m  will continue t o  be nllocated to 
heavy industry, Nlmost 85% of investments in henvy industry w i l l  
be f o r  t h ~  power, metnllurglcnl, chemical nm3 engineering branches, 
However, the 1963 p l m  p~ovides f o r  a drag in the pcrccntage of 
total investments cnrmarked f o r  industry from 70$ i n  1962 t o  60% 
in 1963. On tho other hand, investment in agriculture i s  t o  riso  
15s: from 7% of the total investments in 1962 t o  128 in  1963. 

F o r e i ~ n  trndc 

11. Bulgarian foreign trade has continucd t o  expand i n  1962, 
lending, however, t o  an unfavcurablc bnlmce, According t o  the 
stntcmcnt, me plan f o r  ox rts was implcmmted by 102.4$ €7' the p h m  fm- imports by 10 .7$, A6 the 1962 plan collcd f o r  an 
incrcase of 15%. the actuol increase can be calculated t o  hnvc 
bum lw, bringing foreign trade turnover t o  rip~roximotcly 1-67 
million leva. The share of Soviet bloc countries in B u l p r i n ' s  
fcrolgn trade is about 8576, with the Sovict Union   lone nccounting 
f o r  about 5546. j@iculturr\l primary products (consisting slmcst 
cnt i re ly  of grapes and tobacco) still tnkc the l ~ r g c s t  shr-rc of 
Bulgnrian a%ports, m a k i n g  up npproximatoly 2 s  of the t o t n l  
ve,lue. Tho most dyn~rnic export sector i s, however, machinca nnd 
equiprnont, which from a sharc of only 2.5% in 1955, rcnchccl 9bf)ut 
215 in 1962 and, nccording t o  the Five-year P l ~ n  t n r g c t ,  will 
rcnch 27% In 1965. The foreign trade incre~se  tnrget f o r  1965 i s  
80% over thc 1960 resu l t s -  With thr: present pncc continued, this 
tmget ,  which would require an annual average increese of 12.55. 
s w m s  t o  be within reach, 

F onc lus lone 

g, - @ spite OK -good-reqats i n  certain branches, p r o ~ p e c t e  
d o  'not  secm t o  bc t o o  bright  for the  Bulg~r ian  economy. The 

e n t i r e  system seems t o  hove been ovarstroined by mbit ious 
p l q m i n g  and experiments, thus mnking i r&l~ t iona ry  tendencies Fn 



1963 p o s ~ i b l c .  Consi2cring that the a est currency rwforp wns t f only cnrricd out on 1st Januwy, 1962 , it 6c;ems unlikely thnt 
t h ~  Bulgarim plmncrs could resort agoin t a  c devn1uc.t ion of thu 
ILI a t o  ovcrcornc these dlf'f'iculties. 
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Introduct I o n  

Among thc. European satellites, Albanin i s  not on ly  thc 
smallest, but a l a o  tho poorest in natural rm~urces aru? the most 
bnckwnrd economically and cul tural lye  Its population incrensoa ~t 
the very h ~ @  rats  of 3.095. In 1945, tho only Ifraw materials" f o r  
the plmers wero land Lurd labour; thcro wore no  r~ilways, very 
f c w  ancl poor r o d s , - a n d  no elect r ic i ty .  Even now, after f i f t t c n  
y ~ m s  of industr ial isat ion,  Albania remains a very underdcvcluped 
country with ntmly 7% of its inhebitants  l iv ine  in mrnl Rrme 
and approximately of net material proauct being derived from 
agriculturnl product Ion. 

2, Apmt from being a source of eeveral raw naterinls, 
which in  t h t  post-war years were i n  short supply within the 
S o v i e t  bloc, as for  instance bitumen and chrome ore. the main 
importnnce of Albania t o  the Soviet Union was thet  of n mili tcry 
p d  n a v a l  base an the Adriatic Sea. Large sums were invcsted by 
the Soviets in  ,"J.banian roads, the establishment of a network of 
nirfielcls for jet f ilJhters and light bombers, ths ovcrhml of t h ~  
Vnlona n n v a  base, the construction of bomb-procf submarine 
chcltcrs , the bullcling of' extensive underground a i l  s tcrage 
f r .ci1i t i .e~ &and the l w i n g  of pipelines linking the o i l  refinery 
at Cerrik, %hs o i l  f i e l d s  of Patoo, and the p o r t  of Valona. 

3. Thc: Nbnninn leaders eagerly imitated the Soviet 
industr ia l  progr~unmc, put t  inf the stress on h ~ o v y  industry wi th  
l i t t l e  regard t o  the country s nertWal resources and possibi l i t ies ,  
This led t o  o consistent lack of belmcs in the Albanian economy 
md t h ~  country1 s need f o r  a steady stream af foreign :ubsidies. 
The ambitious first Five-Yew Plan (195l/1955) hm1. thcrof ore t o  
bc drasticp-lly curtnilci! in 1953, and Soviet advisers snw t o  it 
thnt tho second plan reflected more cautious invcs tmcnt  politics. 
Thc current third Five-Ye= plan 1961-1965 envisaged, in c o n t r a s t  
ts) i t s  prcdccossms,  EI fester grawth of gross qr icu l tum.1  ctutput 
than o f  industrid production, roviding f o r  nn ovornll incremc 
in  net mctcrinl roduct of 56% mnual ~ v e r a ~ e  9.3%), in P industry of 5% murtl e.vcrage 8.7$), nnd i n  ngriculturc of 72% 
(%nun1 nvcrage ll,5$). As the  plan was bascd cn S o v i ~ t  bloc  
c r u d i t  t o t a l l ing  800 million o l d  rubles, thc p o l i t i c n l  and 
cconcimic rift with the Soviet Union in 1961 sbliged the  L l b ~ ~ ~  
pl~nners t o  revise t he i r  targets.  N e t  material ~ r ( d u c t  in 19b2 
m s  reported t o  have-been 85 over the 1961 level .  
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p d u s  try 

4. The complete rupture of commercial rc la t icns  w i t h  the 
S o v i ~ t  Union, the freezing of c red i t s  and the r eca l l  of 
prnctical ly a l l  Soviet ane =stern Europerin specia l is ts  from 
N b m i n  put a hcrvy s t r a i n  on PSbanim industry in  1961 and 1962. 
Frg.,m thc v ~ r y  Pew Cat0 avzilnble, it appears, howcvcr, thnt thanks 
t o  500 Chincsc tcchnicims, Chincse delivcrics crcdits in  
f orcign currency, Llbmian industry succeeded in ov~rcoming these 
d i f f  icul  t ics .  . . 

5. In 1962, gross Industrial productionwas ropx-tedly 
f u l f i l l e d  100.7% - 6.4% i n c r e ~ s e  over 1961, but f w  from thc. 
195511959 ave,age of 16.75 clnimod pr ior  t o  the breek with the 
Soviet Union. T n ~ g c t s  were s ~ i d  t o  hwe been overfulf i l led  in 
the production of crude oil chrome, nickel and coppcr ( ~ m o n g  
hlbanin's principal uxportsj and i n  cool  ancl e lec t r i c  power. In 
addition, the m~chine industry was praised far its itvery g o d  
rosultsut in  producing machinery, equipment 'mil spare parts f o r  the  
intlustrial  sector. 

6. Tho 1963 p l m  f o r  gross industr ia l  reduction, invest- 
ments md volumc of construction envisages n & increase over 
1962; construction is t o  begin on verious Chinoae-suppcrted 
projects,  including a copper refining and processing p l a t ,  n 
phosphnte f nctory, a brick and t i le  factory, three paper m i l l s  2nd 
n cotton fpbrics combine. Albania has not been able i n  the first  
two ye,?ra of the thi rd  Five-Year P l m  t o  achieve the 8.7% average 
nnnual incrcarse in industri,al production needed f o r  the achieve- 
ment of the 1965 targets, In view of pest performance, as well 
ns thc f ac t  thllt the 1963 industr is l  growth target is even furthor 
b d o w  this figure, it seeas unlikely that the long-term p lm f o r  
Industry w i l l  be rcnlised. 

7. Despite admittedly adverse weather which affected 
agriculture, the ,Ilbrnian Qovernment .claimed a lW increase in 
pro2uctlon over 1961, M~.jor i n c r ~ a s e s  were reported in the 
production of tcbacco, grnin, vegetables, mect ,and milk ,  w i t h  
incrcnses in delivcrios from s t n t e  agricultural  enterprises of 
13.55 f o r  meat and 18.35 fo r  milk, The ark of t ractors  is  
rcportcd t o  have bem 21.5% larger in 1 2 than in the previous 
yuw, 

2 
8. In 1963, agricultural  production is to incrense 22% - 

w i t h  production of tobacco, cott'on, grnin mg beans t o  rmec from 
255 t o  46$ higher th,m in 1962, thus nearly doubling the nvew3o 
incza:m3e ta rge t  of the Fivo-Yew Plan of 11.5%. For 1 6 , the 
f o l l w i n g  prcduction targets  hcve becn set: c a t t l e  0. @ million, 
shec2 2.2 million, gonts 1.5 millibn anii poultry 3.3 million* 



share of Soviet bloc countries i n  I'ilbmim fr,rleirm 
trnde before thc r i f t  in 1961 had always b e a  close t o  loo$, gth 
tho  sov ie t  Union accounting f o r  5VJ a d  m o m ,  
def ic i t  i n  the tradc balance of up t o  2.5 b i l l i o n  A cmtr~ed Lek 1 m c u l ~  rmunl 
Albania more mcl more dependant on her bloc partners. In 1901, 
sudeenly ~ 1 1  long-term crcdits and a l l  Soviet dcl ivwies  were 
st.oppccl &and repnymcnt of formor credits urgcd, Communist China, 
which hithorto had plryod a ~ P U O ~  solet in Albculim foreign trade 
with rn overwe ahare of  2$ in thc yams 1957-1959, went up t o  
2& i n  1961, and 5% in 1962, a larger  &€.re t h m  hnd over been 
accounted for by the Soviet Union. Furthermore, the C h i n c ~ c  
fore- currency credits enabled Albania t o  buy more from the 
West, whose share w e n t  up from less than to 9.7% in 1962, Italy 
being the main supplier. The European s r t e l l i t e s  w h ~  had never 
sovered t he i r  t r&e r e l ~ t i o n s ,  have renewed the i r  trade agree- 
munts with tdbaniol i n  1962, and Czechcrslov~kin is ngnin in second 
plncc  with a share of 17.4s (1961: 15%) of  thc to ta l .  

10. No s t ~ t i s t i c s  are available on the volumr: of  f ~ r c i g n  
trade in  1962. Hwever5 the Government reportod thnt f o r c i p  
trade shoucvJl a fwthcr 'na~keil developmentlt (f crcign trndc turn- 
over nctunlly docrensod i n  1961) pad thnt, with the cxcoption of 
a f t w  a r t i c l e s ,  all goods destined f a r  oxport had bccn oxpurtod. 
In 1963, exports are t o  r i s e  26.4%. with imports t o  rcmoin  a t  tht. 
1962 level ,  However, more machinery m d  equipment n r o  t o  be 
imported thrm in 1962, 

11. T h o u  Chinese aid should prove aCequntc t o  sqve the 
PJbnnian cconomy from collapse, or  even stngn- t i o n ,  Chin3 c m n o t ,  
owing t o  hcr own industr ia l  wmkness, ensaro d e l i v e r y  t ) f  n l l  thc 
irulustrinl  equipment m d  sparo par ts  r ~ q u i r e d  f o r  thc fu l f i lncnt  
of Albania's 1961-1965 plan, Burthcrmore, t h ~  inconv~nicnce t o  
Nbmia of conducting three4 Wths of her t rai?e with n cquntry 
on the other aide af thc earth must be ccnsldcrnblc. Ncvcrtholosg 
ideological reasons makc it r n t h e r  unlikely tha t  Albania's trndc 
w i t h  Western countries v i i l l  be increased t o  3 much @-enter extent, 
at l cas t  if one i s  to b ~ l i c v o  o f f i c i a l  statcmcnts. 
Prcmicr Mehmet Shohu is reported t o  have said i n  July 1962 tha t  
Albcmians would %at grass nnd earth if nccesspy rn thcr  thm 
ask for credita and aid from Imperialists.;,  

12. Cansicbring tha t  the Hoxha regime is n p p ~ r e n t l y  i n  
f i r m  control of thc country, Albania w i l l  p r j b n b l y  bb nblo to  
kecp the standard of l i v i n a  of' tho population -.t i t s  cxtrcmcly 
low level,  and to ccmry on with her economic c lcvolopm~nt  
pro$rommo, though at a rcduced pace m d  with  rovined o u t p u t  
tnrgcts. 
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PART C: ANmEXES - .  . . 
TABLE 1 : NET U T E R I A L  PRODUCT - - . . 

Rate of increase in $ over previoua year . . [ $ ehares of indus t ry  and agriculture i n  
net  material product 1962 

-. . * 

Germany SZO 6.8 
Ceechoslovakla 7 .7  
Poland 7.0 
Roumenia 9.8 

1959 
actual 

8.5 
6.4 
5.1 
13.1 

1960 
actual 

I 

4.6 
8.2 
6.4 ( 3 )  
8.0 (4 )  

i Bulgaria 21.6 1 7.0 
Albania I 9.3 16.9 1 3.0 

1961 
actual 

(1) Estimates by the Economic Commission f o r  Europe, Geneva 
(2) Estimates by the International Secretariat 

( 3 )  Other sources give 4.5% 

( 4 )  
I t  I 10.796 

.-. - .  ... 
try- 

L 

'1963 $ shares ( 2 )  

rindus- . 
b 

agr i -  
cul ture  -- 

12 

1 5  
25 
32 
26 

32 
40 
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ANNEX t o  

TABLE 2: GROSS INDUSTRIAL PRODUCTION 
(R-in % of previous year) 

Germany S Z 3  

Czccboslovakia 

Y0l~;nd  

Romania 
Hungary 

Bulgaria 

Albania 

(1) 7% in the 

Planned 
m u a l  
average 
t o  1965 

1955 ' 
1959 
actual 

1961 
actual 

new Seven Year Plan 1964/70. 
(2) 8 to 106 in 

( 3 )  9.4s in the 
( 4 )  9.5s in the 

. . 
the & seven k&r plan 1964/70. 
unrevised plan 

*evised plan 

NATO CONFIDENTIAL 



TABLE 3: GROSS AGRSCULTUFUL PRODUCTION 

(Rate of increase in !If of previous year) 

Germany szo 
Cz echoslovakie 
Poland 

$ (1) Below 1961 level 
m 

i  ate of increase in 5$ of previous year) 

\ Planned I 

annual 1955 - 
1960 

al actual 

rn 
(1) 7.@ in the new Seven Year Plan 1964/70 

$ 

1961 
actual 

- 11.2 
la0 
1 1  

5.0 
- 0.6 
- 305 
18.7 

L 

4.5 
4.1 

4*1 
7.0 

5.5 
8.3. 
11.5 

+ 

1963 
p l n n  

c.1. 

9.5 
5.8 
17.0 

13.0 
17.1 

20,022.0 

1962 
actual 

0 . i .  

- 6.0 

- 7.8 
c,i .  
0 

2.3 
10.0 

2.0 

2*8 
3 3  
4.2 
4.5 
5.1 
1*3 

plan 

..I. 

7.1 

1.2 

c.1. 

9.0 
12.6 

10.6 

7.0 
5.4 
1.6 

- 5.0 
3.3 

- 7.0 
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r a t e  of increme in percentage of previous year [ percentage shares of Sino-Soviet bloc and of Western countries 

% share8 (1 1 
Sina- , 1960 

actual 
1 961 
actual 1959 

nc tual Soviet ! West 
I Bloc 

Poland 

Roumnlo 

Hungary 

Bulgaria 

dubmi &l 

( ?  ) Estlmcttcs by the Internctf om1 Secre ta r ia t ,  except for Czechoslcwnkia, Polcmd and Hungary, 
wherc o f f i c i a l  figures nre given,  
Of this,  C o r n m i s t  China .tlonc ciccounte for 5 F  
~ h c  f ' i d u n s  of this t ~ b l o  are b-srd o~: off'iciril c o r n m i s t  sources snd  t he re fo re  in,-lude 
t r ade  betwccz the Soviet zone of Gccupatf 0:; m d  thc I;'c&er=ll %public of Cermmy which is 
not considt'red t o  be f o r ~ i q  but d o n e s t i c  tr7dc 
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=If 7 :  POP+?= 
i n  m i l l i o n  

actual population 1962 
estimated population 1965 
natural increase index 
dis tr l i iut ion (urban and rural)  in ;, --- 

Am, B. p*4* 
(*) The CCE eotirmata for the Bovlet Zone of kcupat ion  of 

3 Gerrtany wan 18.2 million. The figure given i~ an e ~ t i n a t c  
GI by the G ~ c r e t a r i o t .  
U 

E B 4 : Jyim OF & C . u Y q  

i ofticia1 r a ~ a  for comnercial tranaactiom 

2 tourist rate 

I--- 
100 East (~erman) Mark8 40.W 
1 0  Czech, Crowns 

100 Hungarian Yorlnt 
1CO Bulgarian Lev 1 - 200 100 Albanian Lek - - C I I I - V U I  - - --- - -- -+ --.. - ---- 

Scwcee: I z u e ~ t i a ,  2.3.63; Financial Timse, 5.3.530 

( 1  ) hccorbing to  a beuter report from Barsax o f  2 . 1 ~ ~ ~ 3 ,  
z l o t y  has boen devalued e g a i n ~ t  the r ,uble by 2- 8 3  of 
1.4.63, maintaining the tourist and crnncrc ia l  r r4te  of 
exchange of Kestcrn curre ix ies  a t  t he  fol n c r  1f:vcl  . 

( 2 )  Tourist ar,d off ' icial  r z t e  are i d c n t l c a l  for tho 
Bulgcrian 5ar. 










