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r-r----*-U PART I SUIYihrïY 

Bulgaria has been doninated by the  push for i n d u s t r i a l i z a t i o n  
and high r a t e s  o f  growth have been a t ta ined ,  
cen t r a l i zed  planning systerri enabled Bulgaria, t r a d i t i o n a l l y  i n  
agricultural ecoiioïi~y, t o  i n d u s t r i a l i z e  very rap id ly  although 
inves tnent  i n  the  consuner and a g r i c u l t u r a l  s e c t o r s  suffered,  
By the l a t e  1950s indus t ry  had grom imre corriplex avid the 
economy was begiirning t o  suffer from the  strains imposed by 
r i g i d ,  d e t ~ l e d  control from the centre ,  

After a period of experirilents i n  the eari.J 1960s, the 
T h e s e s  on the TTew System of Planning and NlacYLageDlentrP were 
published i n  1965, These were designed t o  use f i n a n c i a l  l evers  
t o  a g r e a t e r  ex ten t  i n  econouic managenent and t o  give the 
e n t e r p r i s e  a more important  r ô l e  i n  the  decis ion taking process. 

Impleaentation o f  the refoms was s low becwse  o f  
inadequate preparation, i ne f f i c i ency  an the part of  i n 2 u s t r i a l  
managenent arid t he  inna te  conservatism o f  t h e  Governrflent. 
i m p o r t a n t  f e a t u r e s  such as the p r i ce  reform were postponed. 
The lack  o f  e f f ic ien t ’ rcanager ia l  staff who could cope w i t h  new 
r e s p o n s i b i l i t i e s  and f i n a n c i a l  d i s c i p l i n e s  was t o  prove particu- 
l a r l y  significmt. 

cont ro l ,  strongly influenced by evidelrce of f i n a n c i a l  niamage- 
rient at  a nuriber o f  the trusts es t ab l i shed  under t h e  r e foms  and 
by a d e t e r i o r a t i n g  fore ign  exchange pos i t i on  n e c e s s i t a t i n g  
Russian ass i s t acce  which nay have been condi t iona l  on t i a t e r  
c e n t r a l  control.  

Since the Second World War economic a c t i v i t y  i n  

The h ighly  

2. 

3 ,  
Several 

4. I n  1968 and 1969 there  was a return t o  s t r i c t e r  c e n t r a l  
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5. The c e n t r a l i z i n g  process culminated i n  a reform of 
i n d u s t r i a l  organizat ion i n  JZ~ILZCIJ?~ 1971. Economic power has 
been vested i n  aew S ta t e  Economic Corporations m d  the 
ind iv idua l  e n t e r p r i s e s  have b e a i  deprived o f  t h e i r  l e g a l  
independence, The emphasis i s  now on l a r g e r  unit production 
s i z e  and on iïiproving c e n t r a l  planning techniques. 

6. In the  a g r i c u l t u r a l  sector  Agro-Industrial  Complexes 
have been es tab l i shed ,  each i n t e g r a t i n g  the work o f  s eve ra l  
c o l l e c t i v e  and s t a t e  fams which have thus l o s t  soae independence 
i n  managexent mid finance.  

7. ?JO real autonomy is  penflitted t o  any organizat ion under 
t he  Ministl-y o f  Forelgx Tracle which approves a l l  foreign trade 
dealing, -thau& Eulgarian export  corporat ions seen t o  be 
a l lowed Sûiïie f l e x i b i l i t y  i n  adapting t o  fo re ign  inarket require- 
üients. 

8. In the shor t  tern: the economy i s  n o t  l i k e l y  t o  su f fe r  
g r e a t l y  fro2 the  emphasis placeü once again on adminis t ra t ive 
meam of coi i t rolo But uany of the o ld  problems w i l l  remain for 
t h e  longer  t e r z  and w i l l  deepen as the  econouy grows, 
t he  nore s e r i o u s  are the  d i s t o r t e d  heavi ly  subsidised p r i ce  
system, the lzck o f  meaningful f i n a n c i a l  cos t ings  f o r  investment 
dec is ion  taking, the  r e l a t i v e l y  l o w  product iv i ty  o f  l abour  and 
c a p i t a l  md the lag i n  the  appl ica t ion  o f  modern technology 
compared with the West. 

mong 

1. Eulgaria, w i t h  a population of 8.0 mil l ion ,  i s  the  
smallest  of the  Cï'EEA countr ies ,  a id  i s  a l s o  oae of  the l e a s t  
developed, having an estimated per c a p i t a  GMP o f  United 
S t a t e s  $10310 i n  1970 - l e s s  thm that of 
country with the excepticn o f  iThunania. 
a g r i c u l t u r a l  cow-t ry ,  Bulgaria has developed h e r  ilndustry at a 
very fast pace silice World War II, though from an extremely 
smJ.1 base, end by 7970 indus t ry  was accounting for about 50 p e r  
cen t  of the GRP. 

o t h e r  C1,DA 
Tradi t iona l ly  a,n 

2. The highly cen t r a l i zed  planning system, p a r t i c u l a r l y  
t h r o u a  i t s  cont ro l  o v e r  capital  investment,  enabled Bulgaria 
t o  i n d u s l r i a l i z e  very rap id ly  avid t o  achieve high rates of  
economic growth on a s m a l l  and r e l a t i v e l y  simple i n d u s t r i a l  basep 

L O  3T F I D E N T l r A ; ; L  N A - T  O 
-A 3 - r -  
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although invesimen-i; i n  t h e  consmer and a g r i c u l t u r a l  s e c t o r s  
suffered. By the  l a t e  1950s the d i f f i c u l t i e s  i n  c o n t r o l l i n g  
micro-economic a c t i v i t y  from the  centre  w e r e  becoming apparent 
and during the e a r l y  1960s Bulgaria probably conducted more 
experiments with ilew forms o f  econo~5c  nianagement than any o t h e r  
E a s t  European com'~ry. The theses on the tDNew System of Planning 
a i d  Management!? were published i n  December 1965 and were among 
the more progressive r e f o m  moverzents m o w i c e d  i n  Eastern 
Europe at the  t ine,  Although the  LIOE conplex aims of the  
Czechoslovak reforas, such as a rLaùicaS r e s t r u c t u r i n g  of the  
economy, were not envisaged i n  Bulgaria (and would no t  have been 
p a r t i c u l a r l y  r e l evan t ) ,  t h e r e  w a s  a common emphasis on the  
development o f  a nore cap i t a3  in t ens ive  economy, A r e a l i s t i c  
pricing systerx w a s  envisaged, fo rc ing  e n t e r p r i s e s  t o  reduce cos ts ,  
t o  i nc rease  product iv i ty  m d  achieve f a s t e r  t echn ica l  progress. 
The theses  allowed f o r  a considerable devolution o f  powers t o  
the an te rp r i se  and the  m a i 2  c h a g s s  which were inteaded are 
exanined i n  paragraphs 3- 1 I below, 

3. The principaï change eiivisaged by the theses  was t he  
concept of %ndependent accountabi l i ty rv  at e n t e r p r i s e  leve l .  
Central  planning would remain t'ne basis for guiding o v e r a l l  
economic a c t i v i t y  but the c e n t r a l  planning machinery would 
concentrate t o  a g rea t e r  ex ten t  on the five-year plan as 
compared t o  the mual o r  quar te r ly  plans and e n t e r p r i s e s  would 
participate more f u l l y  i n  the  plaming process. Two targets 
were t o  be iaposed on en te rp r i se s ,  nanely outsut  o f  e s s e n t i a l  
goods and fo re ign  exchange r e c e i p t s  from exports. Cei l ings  w e r e  
t o  be imposed on c a p i t a l  investment expenditure,  i n p o r t s  of 
basic r a w  mzterials and fo re ign  cur remy f o r  imports, 
achieving the  'cargets and keeping below the c e i l i n g s ,  e n t e r p r i s e s  
were t o  be inl luenced by niore general  i nd ica t ions  on f o r  example, 
l e v e l s  of incoae,  t axes  and prices.  Within these constraints, 
p r o f i t  would be the main success ind ica tor .  Enterpr i ses  would 
f o r  the first t i a e  be able t o  decide the  s ize  of t h e i r  labour 
force,  car ry  out  t h e i r  own inves-tïaents and e n t e r  i n t o  con t r ac t s  
with each other, 

In  

4. The celr t ra l  a u t h o r i t i e s  would guide e n t e r p r i s e  a c t i v i t y  
through the  f i s c a l  system, the bm-king system and, i n  the l a s t  
r e s o r t ,  a&5.nisLlra,-bive sanct ions,  There would &so be a 
Central  S t a t e  Organ f o r  Iflaterid a;t?,d Technical Supply which 
would d is t r ibu te  raw and other  z a t e r i a l s ,  seni-fabricates ,  and 
consumer goods for which quotas were i x l u d e d  i n  t h e  c e n t r a l  
plans. This body would a l s o  supervise con t r ac t s  agreed between 
ente  r p r i  se  s. 

- 3- 
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5. The d i r e c t o r  o f  the en te rp r i se  would continue t o  be 
appointed by t h û  Nin is t ry  but would have g r e a t e r  freedom over 
dec is ion  taking. 
more i n t o  the dec is ion  tak ing  process i t  was decided ‘Co s e t  up 
Production Committees, coaposed 09 r ep resen ta t ives  o f  management, 
t e c h n i c a l  mcl economic advisers,  workers, represen-batives and 
t r a d e  unions’ representat ives .  Although these  bodies would be 
able t o  veto c e r t a h  dec is ions  of t he  e n t e r p r i s e  d i r e c t o r  the i r  
nain func t ion  was intended t o  be advisory,  

I n  o rde r  t o  bring employees o f  t h e  en te rp r i se  

Organi z at i oa 

6, 
should be s e t  up t o  co-ordinate var ious aspects o f  e n t e r p r i s e  
a c t i v i t y  such as research and d e v e l o p e n t ,  xriarketixg ( p a r t i c u l a r l y  
expor t )  and r a w  n a t e r i a l  supplies. 
and hor i zon ta l ly  organized trusts, monopolist ic i n  na ture ,  each 
c o n t r o l l i n g  a l l  production o f  i t s  spec ia l i t y .  With the increased 
powers a v e n  t o  endGerprises anil the crea-tion of  the SEAs, the  
c e n t r a l  Min i s t r i e s  would lose  most  o f  t h e i r  d e t a i l e d  planning 
funct icns .  

It w a s  recommended t h a t  S t a t e  Economic Rrûdganations (SEAS) 

The SEAs would be v e r t i c a l l y  

7. Under t he  new systeiri the first charge on en te rp r i se  
p r o f i t s  would be payments t o  the S ta t e  Budget. 
c o n s i s t  of 2 p r o f i t  t ax ,  a tui’ilover tax and a new tax on 
productive f ixed  and c i r c u l a t i n g  c a p i t a l  intended $0 encourage 
more ration& use o f  c a p i t a l  reserves.  
a con t r ibu t ion  t o  f inance the SEAo the  e n t e r p r i s e  would use i t s  
re t a ined  p r o f i t s  t o  form the following mds: 

These would 

After these  papnents and 

( a )  Expmsion and technica l  improvement fund  ( t h i s  fbnd 
would &so include a proportion o f  deprec ia t ion  
allowE!.nces) O 

(b)  New products M d .  

( c )  Techn icd  progress fimd. 

(d) Social. and Cultural outlays f’und ( including bonus 

( e )  Wage Reserve f’und. 

payments) . 

8. The o l d  system of f r e e  investment grants frorfl the  
S t a t e  Budget had been wasteful o f  resources.  In  future ,  althou& 
t h e  S ta t e  would continue t o  determine and f inance all m a j o r  
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pro jec t s ,  en t e rp r i se s  would have t o  finance t h e i r  om investments 
(rnainly modernization and c a p i t a l  r epa i r s )  out o f  the Expansion 
and Technical Inprovernent fund o r  by us ing  bank c r e d i t s ,  
t h i s  g r e a t e r  re l iance  on en te rp r i se  s c l f  investnient the baaking 
systeni would a s w e  a more inpor tan t  rô l e  i n  assess ing  the 
p r o f i t a b i l i t y  of en t e rp r i se  inveskïen t  p ro jec t s  and a new systerrz 
o f  i n t e r e s t  r a t e s  would be worked out, 

With 

P r i ces  

been f ixed  at  low l e v e l s  t o  encourage r a p i d  i n ù u s t r i a l  growth. 
This had d i s t o r t e d  pr ice  r e l a t ionsh ips  between indus t ry  and 
o t h e r  s ec to r s  o f  the econonyt p a r t i c u l a r l y  agr icu l ture .  In 
a d d i t i o n  a system o f  p r i ces  which r e x ~ n e d  rigidly f ixed  even i n  
face o f  cos t  chmges had r e su l t ed  i n  increas ing  d i s t o r t i o n  of 
r e l a t i v e  p r i ces  i n  indus t ry  and a heavy dependence on pr ice  
subsidies .  In 1065 i t  was proposeù thst p r i ces  o f  products 
should be r e l a t e ù  t o  t h e i r  cost  of  production, tak ing  ink0 account 
world market pr ice  l e v e l s ,  qua ï i ty  d i f fe rences  and z?arket demand 
f o r  the  product. A l s o  an element o f  pr ice  f l e x i b i l i t y  should be 
introduced through a t h r e e - t i e r  pr ice  system (siiuilar t o  that 
proposed i n  Czechoslovakia) cons is t ing  o f  f ixed  pr ices ,  p r i ces  
f l u c t u a t i n g  between s e t  lieits and f r e e  pr ices .  
tha t  the last  categDry was intended t o  apply o n l y  t o  a l i m i t e d  
range of non-essent ia l  c o n m e r  goods. 

L_y___ 

9. I n  the ea r ly  1950s indus t r i a l .  p r i ces  had gecera l ly  

It i s  probable 

10. I n  the p e s t  hea-Jy re l iance  had been placed on the use 
o f  piece r a t e s  even i n  highly c a p i t a ï  in tens ive  ên terpr i ses .  
This, combines with u n r e a l i s t i c  n o m s p  had resu l ted  i n  an undue 
enphasis on quw-t i ty  at the expense o f  qua l i t y ,  thus lead ing  t o  
a high l e v e l  of  r e j e c t  products aad vasaleable  proùuction. The 
'51965 Thesesce recmmended that zlthough the State  should continue 

en te rp r i se  would s e t  i t s  own wage noms and wage quotas within 
cen t r a l ly  iuposed l i n i t s .  There should a l s o  be a switch over  
t o  hourly rates wherever possible  with bonus payments being pa id  
out o f  the s o c i a l  and Cultural outlays fund. 

t o  determine r e l a t i v e  w a g e s  between branches o f -  industry,  the ,, 

11, The basic  wage would be pa id  for cut  o f  en t e rp r i se  
costs .  The wage reserve fund (see paragraph 7 )  was t o  be bu i l t  
up i n  case the en te rp r i se  i n  any bad yea r  d id  not  ob tz in  enough 
income t o  pay i t s  basic  wages. Bonuses t o  en te rp r i se  employees 
could only be awarded f rom re ta ined  pprcfits a f t e r  the var ious 
funds out l ined  in pzragraph 7 had received t h e i r  f i n a n c i a l  
a l locat ions.  
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I m a l e m e n t a L i q n t h e  reforms 

12, .In general terms the theses  were endorsed at a Plenum 
i n  A p r i l  1966 but there  were d-rea3.y signs of r e t r e a t  from t h e i r  
nore r a d i c a l  d e c m t r a l i z i n g  features.  It had been intended that 
t h e  r e f o m s  woulù be introduced by the end o f  1967 and about 
70 p e r  cent o f  industry was in  fact placed under the new systeni. 

aspec ts  o f  the r e fom had n o t  been implemented at th i s  

fliere w a s  still a great reliance on piece r a t e s  at 
e n t e r p r i s e s  and on the  whole, the new wags norms had 
n o t  been introduced. 

Although the  Wxlgariaaz National Bank and the  S ta t e  
Inves taent  Bank had been mialgmated t o  s i u p l i f y  the  
process o f  g ran t ing  credi ts ,  only 10 p e r  cent of 
investïiisnt was being financed t h r o u e  -the banking 
sy s t ea. 

The cruc ia l  p r i ce  refom had not been c a r r i e d  out and 
the new fac to ry  and r e t a i l  p r i c e s  were s t i l l  n o t  ready. 

It was dscided t o  introduce the new system throughout 
the  econony on 1st January, 1969. Howevero the  r e t r e a t  from 
the full implementation o f  the decen t r a l i za t ion  proposed i n  the 
1965 Theses becam a de f in i t e  trend towards r e c e n t r a l i z a t i o n  
from the  middle of 1968. The i n i t i a l  turning point  came with the  
July Plenum o f  t he  Cent ra l  Comit tec  of the Party. At the 
Plenum Prenier  Zhivkov reassessed %lie prominent &le o f  the 
centre i n  d i r e c t i n g  the  econony, As a r e s u l t  a new Cordi t tee  
f o r  Economic Co-ordination responsible  t o  t h e  Council of Ministers 
w a s  s e t  up -to co-ordinate the a c t i v i t i e s  o f  the Ministries, 
SEAs and enterprises. Furtheriore a though SEAs and e n t e r p r i s e s  
would be able t o  make suggestions regarding the c e n t r a l  plan,  
t hese  suggestions wûuld not; i n  future T o m  the  basis o f  the  p l a  
which would be da-l;ero;ined cen t r a l ly ,  

i4. To inprove the  dis-bribulion of materials a d  semi- 
nanufactures  the  Cent ra l  S ta te  Orgm f o r  Material  and Technical 
Supplies wzs t o  be elevated in to  a N U n i s t r y  f o r  Supplies arid 
State Reserves mC: the  enterprise independent cont rac t  system 
w a s  t o  be r e s t r i c t e d  t o  consumer goods, In  order  t o  increase  
the e f f i c i ency  of the  banking systz;gn, c e r t a i n  depmtnel;ts of the 
Nat ional  Rank were reorganized as a separa te  Agriculture end 
Tradg Smlr  aad an I a d u s t r j a l  Ba& which, from 1st April ,  1969, 
were t o  se rve  the investnen-t c2edi-L requirements of -these sectors .  
Despite their nominal independence however, the two new banks 
remaj-ned subordinate t o  the Nztional Bank, 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



- 7- 

15. A decree on planning passed i n  November 1968 confirmed the 
r e c e n t r a l i z a t i o n  process and the number of nanda to ry  indicators 
ayid o t h e r  constrzin- ts  on e n t e r p r i s e s  increaseù, An ordinance 
on p r i c e s  intrcùuced i n  November 1968 made i t  c l e a r  Yhat the new 
fac-Lory p r i c e s  ware s t i l l  not i n  operat ion and were now expected 
t o  be introduced during 1969. According.to the  ordinance the  
p r i ces  of  the sale goods would  be u i l i fom for a l l  producers and 
consumers and the right o f  e n t e r p r i s e s  t o  f i x  p r i c e s  by cont rac t  
would be r e s t r i c t e d  t o  a range of  consrnier goods n o t  marketed 
through the State r e t a i l  t r ade  network, 

t & : u  D e v i - 1 2 - 6 2  

160 Certain domestic developxents hastened the recent ra l iza-  
t i o n  process,  
violating plan, s t a t e  and f i n a n c i a l  r e s l a t i o n s ;  con t r ac t s  were 
concluded which proved uneconomic and corrupt ion and rnisnm,ag.rnent 
l e d  t o  a n u b e r  o f  scandals such as the  one involving the Texim 
Importing and Exporting Agency aid mother iavolvirlg %he 
Tiierchaat F l ee t  Super Trust  which had. been given considerable 
economic powers. 
Bulgaria's se r ious  fore ign  exchange s i k a t i o n  i n  -1968-1969, and 
her debt se rv ice  r a t i o  r o s e  t o  c m s i s  propor t ious .  1% seems 
l i k e l y  that  the  USSR maGe a convert ible  currency loan  at the 
end o f  1968 a d  t h i s  may have been condi t iona l  on the Bulgarian*s 
re-establishing strong c e n t r a l  con'crol over the  SEAs ând enter- 
prices. (There were a nunber o f  Russia2 i n v e s t i g a t i n g  - L ea s  i n  
Sofia  at the t im ) 

DuinZxg 1968-1969 there were in s t ances  o f  the  SEAS 

The f a i l u r e s  o f  some of the SEAs contr ibuted t o  

17. Thus i n  September I969 a me-Ling of the C e n t r d  
Cornniittee dea l ing  rmainly with '?State am2 Labour dixciplinerg decided 
t o  extend the l imi tab ion  t o  enterprise independence and p a r t i c u l a r l y  
'CO improve fina;?-cial d iscipl ine through extensive checks and 
auditing ( e a r l y  i n  1970 a Central financial Office responsible  
-60 the Ministry o f  $inance was s e t  up). 
es tab l i shed  i n  IC66 wsre a l so ,  during 1369, trmsformd i n t o  
Ecoizorïiic Comit-bees a l ec t eü  by a general assernbly of employees 
but with reduced worker representa t ion  and wii;h fewer respons ib i l i -  
t i e s ,  

The Produc-Lion Committees 

18. 
i n  1971. 
was introduced by which economic power w a s  concentrated at a 
reduced r_ur;iber Gf corporations;  -khe number of  SEAS, now renaned 
Stage Econcmic Carporations (SECS) being reduced from 124 t o  65. 
In con t r a s t  t o  the o l d  SEAs these Ccrporations receive t h e i r  p l m i  
tasks d i r e c t l y  froa the Council o f  P h i s - t e r s  thus by-passing the  

The canclusive s tage  o f  the r e c e n t r a l i z a t i o n  w a s  reached 
012  is'^ ,Tamary, 1971 a refomiî o f  i n d u s t r i a l  orgmization 
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&&nistries; i n  addi t ion  they have complete r e s p o n s i b i l i t y  f o r  
d l  the a c t i v i t i e s  of t he i r  subordinate enterpmses which have 
been deprived of the legal a d  econonic independence remaining 
from the  1965 Theses - the  idea being t o  leave  then f r e e  t o  
concentrate  on production. The SECS? which cover e i t h e r  an 
indus t r ia l  branch o r  sub-brach a r e  d&signed t o  encourage a more 
rapid introduction of new teckYLology and therefore  incorporate  
research  inst i tutes  headed by a deputy d i r e c t o r  of  the SEC. The 
SEC i s  a l s o  responsible  for export  a c t i v i t y  e i t h e r  t h r o u a  i t s  
own Foreign Trade Section, a spec ia l ized  F o r e i w  Trade Corpora- 
t ion o r  the Foreign Trade Section o f  m o t h e r  SEC. in the event 
o f  the SECS' p lan n o t  being f u l f i l l e d  the  managerial  staff of 
both the Corporation and the  e n t e r p r i s e s  can be deprived o f  
t h e i r  bonuses and have t h e i r  bas ic  salary reduced by up t o  
20 per cent, For overf 'ulfihen-b,  i ncen t ives  o f  up  t o  50 per  
cent of t h e i r  aanual s a l a r i e s  a re  provided. 

19. The banking system was a f f e c t e 1  by the policy o f  
concentrat ion and the Industria3 Bank and the  Agmculture and 
Trade Bank (see paragraph 14)  were re incorporated i n t o  the 
3ulgarian National Bank i n  early 1972. 

20, In  the p r i c e s  sec tor ,  a r ev i s ion  o f  f ac to ry  p m c e s  w e r e  
a c t u a l l y  introduced with e f f e c t  from 1st Jmua2'y9 1971. On 
average a 10 p e r  cent reduction i n  p r i c e s  w a s  claimed but no 
i n d i c a t i o n  was given that  the new price leve ls  would be any l e s s  
r i g id  than %he o ld ,  Som r e t e i l  p r ices ,  p a r t i c u l a r l y  those of 
agr icul tural  goods and basic s e r v i c e s  such as e l e c t r i c i t y  had 
been increased  i n  1968 but no f'ur'cher chmges were made as a 
resul t  of the changes of factory pr ice  l e v e l s ,  The December 1970 
d is turbances  i n  Poland which were p a r t l y  prompted by a s e r i e s  
o f  r e t a i l  p r i ce  inc reases  no doubt encouraged the Bulgasians t o  
min ta in  ret3ci.l p r i c e s  a t  t h e i r  e x i s t i n g  leve ls .  No m r e  was 
heard c>f f r ee  o r  '?lir;2itedFg p r i ces  a d  the  i d e a  of  a three- 
t i e r  p r i c e  system seems t o  have bee2 abandoned. 

21. Col l ec t iv i za t ion  of agriculture ha6 been accomplished 
i n  Bulgaria by 1957 and the  ai^ tre7id s ince tha t  date  has been 
t o  secure the benefits of l a r g e ~ s c a l e  production; %he pr iva t e  
p l o t  a c t i v i t i e s  o f  the peasants have been sub jec t  t o  t he  
v a c i l l a t i o n s  of pol icy familiar i n  the C o r m m i s t  countries.  The 
î965 r e f o m s  ab'cempted a nuaber oï' experiments at the  1;"1ore 
p r o f i t a b l e  collcc-;ives on sii?:ila.r l i n e s  t o  those conducteù i n  
industry - red..uction i n  tne riiunber of  ob l iga tory  procurement 
i ;argets,  emphslsis on f i n a n c i a l  accounting, a cont rac t  system 
i n s t e a d  of  ach i l i i s t r a t ive  orders  f o r  d e l i v a r i e s  t o  t h e  Statep and 
a r e l axa t ion  of the r e s t r i c t i o n s  on private p l o t s  i n  o r d e r  t o  
iinprove personal incent ive  S .  
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22, As a r e s u l t  o f  the  r e c e n t r a l i z i n g  pol icy evident  at 
the  July 1968 Plemuî~ (see paragraph is), a nwrber o f  experimental  
Agro-Industrial  Conplexes were s e t  up i _ u i  1969. These involved 
the h o r i z o c t a l  i n t e g r a t i o n  o f  s eve ra l  c o l l e c t i v e s  aid State 
farriis within a bravlch of agricul-ture aid were d e s i a e d  -Go reduce 
c o s t s  by increasing s p e c i a l i z a t i o n  ayid bene f i t i ng  from the  
economies o f  large-scale production. Tne Complexes were t o  
include eventual ly  sûixe industr iLa t rade  and purchasing enter-  
prises.  A Central  Committee Plenmi i n  Apr i l  1370 confirmed that 
Agro-IndustriaJ, Conplexes were t o  be the new form or  ̂ organizat ion 
i n  ag r i cu l tu re  and by the end o f  1971 about I40 out  of  a planned 
155 had been establ ished.  The collec-Lives r e t a i n  t h e i r  l e g a l  
independence within the Complex ( in  some con t r a s t  t o  the  
industrial  en te rp r i se  within the SEC) but have never the less  lost 
some independence i n  management and finance t o  the  Conplexes, 
which have aïs0 tdccn over  s o ~ i e  o f  the  r e s p o n s i b i l i t i e s  
previously experienced by the  Miiustirry of Agriculture. 

CLU. F o r m  t r a d e  

23, In  c o n j u x t i o n  with doaes t ic  r e f o r m  policy,  t he  
Bulgarians believed the w w  t o  n;odernization pointed i n  the  
à i r e c t i o n  of v a s t l y  increased imports of  machinery and equipaent 
f r o z  the West. However i n  the  l a t e  1960s, th i s  pol icy ims blunted 
a id  red i rec ted ,  pa r t ly  as a r e s u l t  of the  Czechoslovak experience,  
but more inpor-taatly because o f  the d i f f i c u l t y  o f  producing 
e x p s r t s  acceptable t o  the  West and the  consequent unsustainable  
increased l e v e l  of  Western indebtedness. I n  1968, ?he USSR 
was compelled t o  reader  the Bulgarians f imncia l  ass i s tance  
aid the r e v e r s a l  of thhe decen t r a l i za t ion  process i n  1968-1969 
n;ay well  have been the price which the Eussians exacted- f o r  
t h e i r  help. (See paragraph 16.) 

24, In g e n e r a l  the Bulgarian eco~omic  r e f o m s  have had 
l i t t l e  e f f e c t  on fore ign  t r ade  m d  i t s  f'unctioning, 
1965 Theses, the iMinistry o f  Foreign Trade r e tdned-  r e s p o n s i b i l i t y  
for t h e  overal l  fu l f i lment  of the Fcreign Trade Plan in respec t  
of goods, foreign currency and t ranspor t .  The IEinistxy was t o .  
supervise,  con t ro l  aiid ensure the accurate and punctual iixple- 
mentation of t rzde  agreements, isme germits for i q o r t  and 
export dea l s  and con t ro l  the p r i c e s  of all gcods m d  services .  

were given the  right t o  condu.ct t h e i r  own fore ign  trade 
a c t i v i t i e s ;  the econonic ailvantage 02 t h i s  measure was that the  
user  o f  a product became more l i k e l y  t o  influelice the producer. 
The independence OP the  Amalgaüia'cions was increasedo i n  Lheory, 
when they were given the right t o  dispose G f  surp lus  f ixed  
a s se t s ,  raw ma5ericrls and o t h e r  s tock  valuables. 

Und-er the  

25. Cer tz in  State Economic Amalganations (see paragraph 6 )  
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26, Y%e e f f e c t  of the policy reversal sigilalled by the 
July 1968 Pleauxi rilade i t s e l f  f e l t  i n  the  f o r m  of l c a s l a t i v e  
rr,easures which w r e ' e n a c t e d  in. Hoveraber 1968 and June i96gS t o  
r e s t r i c t  d i r e c t  dealings between Bulgarim econcnic t r u s t s  and 
fore ign  e n t e r p r i s e s  which had apparently been p e m i t t e d  experi- 
nentaZly under the provis ions of -khe 1965 Theses, This 
r e shuf f l ing  of the chain of ccnala+lcl placed increased  r e l i a c e  
02 the rqbrmc-Scf p r inc ip l e  and on -%he Economic Analgainations 
which wvre  t o  serve as i n t e m e d i a t e  bodies between the If inis t ry  
of Foreign Trade and the en te rp r i se s  under i t s  jur i sd ic t ion .  
These ïneasures were followed by more s t r i n g e n t  ac t ion  i n  
Rovember 1369 - a f t e r  Prenier  Zhivkov's d i s c l o s u m  o f  :'gross 
v i o l a t i o n s  of f inaicial  d i s c i p l i n e  c: by the Merchant Flee t  Super 
Trust  and o t h e r  en te rp r i se s ,  no'cably Texirn,* in %heir import/ 
export  dep&heats, (See paragraph 16,) The new foreign trade 
l a w  enacteù s h o r t l y  thereafter made i t  c l e a r  that no r ea l  
autonony Wou16 b e m e f o r t h  be pemi'cted t o  any organizat ion wider 
the Ministry of Foreign Trade, Thus all fo re ign  trade deals 
r equ i r e  the permission of the YLnistxy of Foreign Tracle. 
According t o  other  regulat ions,  &Lost all t h e  fore ign  t r ade  
agencies at the var ious  s t a t e  economic e n t e r p r i s e s  ceased t o  
ex i s t ,  e f f e c t i v e  from January 197l9 and were replaced by 65 
enlarged f o r e i s  t r ade  corporations uader the cont ro l  of  the 
appropriate  lbEnistry its self-supportixg legal ent i t ies ,  These 
corpora t ions  were t o  take o v e r  the h i s inesa  s ide of the enter- 
p r i ses ,  t o  ho là  fluids and t o  conduct foreign t rade negot ia t ions,  
the  success of  which w a s  t o  be measured i n  the corporat ions '  
returns. Beczuse the Amalgmmtions are indus t ry  wide the re  i s  
soae scope for conpet i t ion  abroad a d  Bulgarian export  
corporat ions seem t o  be allowed soiîle f l e x i b i l i t y  i n  adapting t o  
f o r e i g n  inarket requirements, 

27. In July 1370 a customs duty reform cane i n t o  e f f ec t .  
This pruviüeC f o r  a cîulti-tier taxiff depending on tvhether it 
appl ied  t o  naibers cf CIVIEAo t o  developing count r ies ,  t o  
coun t r i e s  which grxat Bulgaria r ios t  favoured nation status o r  t o  
others.  
r e c i p r o c a l  p m i t i v e  c u s t o m  measures on those c o u t r i e s  dis-  
c r imina t ing  against Blgaria. The e f fec t  of t he  new duty i s  
l i k e l y  t o  r a i s e  c e r t a i n  domestic pr ices .  

T h G  mc8sures allow B~11grZ;l.im Author i t ies  t o  impose 

28. All foreign banking a c t i v i t i e s  m e  conducted by the 

Currency r ea l i zed  f rom 
Bulgarian Foreign Trade Bank, which i s  semi-independent but 
a t tached  t o  the Bulgarian National Ba&. 
export  md o the r  fore ign  trade a c t i v i t i e s  are bought by t h i s  B m ,  
according t o  the ordinance f o r  purchase and sales  o f  currency - 
the Ba& then sells currency necussary f o r  imports within the  
frmework o f  spec i f ied  l i m i t s  o f  the Ministry of Forsign Trade. 
The Bwk has recent ly  created a f o r e i s  currency fund t o  give 
shor t - te rn  c r e d i t  i n  fore ign  curremy. 
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Conclu s i  on& 
LJ- 

29, 
l evcrs  t o  a greater ex ten t  i n  eco~îoi~dc nanagement, decen t r a l i z ing  
bu-& raising the unit s ize  of  production in industry and 
agricul ture .  
p r i c e s  system - v i t a l  i n  the in t roduct ion  o f  more radiczl 
ecor,omic r e f o m s  i n  Eastern Europe - on an inabi l i ty  o f  management 
-bo cope wlih new r e s p o n s i b i l i t i e s  anù t o  exercise  proper 
f inanciai  judgmerits, and f i n a l l y  by having t o  seek Russian 
f i n a n c i a l  ass i s tance  which ma;y hwe been conditional on the  
exercise  o f  s t ronge r  c e n t r a l  control ,  

The 1965 reforms i n  Bulgaria aiueù t o  use  f i i l anc ia l  

They foundered on the Î z i l u r e  t o  introduce a new 

30. The enphasis i s  now on larger  unit production s i z e ,  on 
iiiiproving cerr t ra l  plsaning techniques ayid on automation zrld the  
use o f  co1quters. D i e  r eve la t ion  o f  nmagerial incompetence i n  
1968- 1969 seems %O have stirnulated the Government towards 
umagenent training and 8 management cent re  has operabed i n  
recent  yea r s  under United Nations auspices.  
placed on en te rp r i se  management, however, must leave  l i n i t e d  
scope f o r  the exercise  of modern managerial  techniques,  

in the  d ~ r t  ternL the economy i s  n o t  l i k e l y  t o  s u f f e r  
g rea t ly  frm the enphasis  placed o x e  again on ac?ri;inislrative 
Iizeais of control ,  a d  the  concentzation of economic r e spons ib i l i t y  
i n  a reduced limber of  corporat ions makes economic sense as few 
Bulgarian e n t e r p r i s e s  can be considered l a rge  even by E a s t  
Bxropean standards,  But  m a n y  o f  - t h  o l d  groblem remain for the  
longer t e r n  ayld w i l l  deepen as the economy grows, 
more s e r i o u s  are -the d i f f i c u l t i e s  of  working out ay wurate  
fiiiancial cos t ings  for investrrien-i; dec is ion  making under a rigid 
price systeriî, 'Ghe p rob lew of incrsstsing the product iv i ty  of labour  
a i d  c a p i t a l  i n  a highly cen t r a l i zed  ecmorq  with l imi t ad  incent ives ;  
the inba3ance of investment between c a p i t a l  goods industinies 
and the Cons'LUiler a d  agr icul tural .  sec tors ;  the lag i n  the appl i -  
ca t ion  o f  modem technology coriqared with the Fest a d  the 
l i r i t a t i o n s  on the  i n p o r t  o f  Ykstern f ;sck.ology given the close 
t r ad ing  r e l a t i o n s h i p  with o t h e r  C I B A  S t a t e s  wid the l i i f i i ted 
coii?pe-i;i t iveness  o f  Bilgasim inùus-briai  products on Western 
mwke t s 

The res t - f ic t ions  

31. 

Among the 

NATO, 
I l l 0  Brussels. 
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