
N A T  O R E S T R I C T E D  

ADDENDUM t o  

-ccrment AC/127-D&4, dated 7th May, 1973 

The above-mentioned re-ort on Bulgaria's economy covers 
the economic developnent aiid policy during the planning period of 
1966-'l9?0 as well as the ti-end developwrts during the current 
Five Year Plan. 

EovJeve;r9 due to the Latest information obtiiined after 
the  comple-bion 02 the reTort sone adjus-trnents of the original text 
and tie' tables are required. 

- - 

A t  present, the overall picture of Bulgaria's economy 

Compared w i % h  the period of  A961 -1 965 Bulgaria succeeded 

and econoraic policy is as follows: 

in accelerating her economic growth in 1966-ci970. 
hand, %he s2eed 03 the industrial development was further reduced 
during these years,  j u s t  as in 'l961-1965. 

On the other 

Fron -the ?laming figures f o r  "ce current Five Year Plan 
p r i o d  it can be expected, that thha grovrt'n curve will flatten w i t h  
regard to both the overall vconomy m d  e s s e c i d l y  the industris3 
sector. The results in 1971 and 1972 confirm this prognosis, 

During the period of observation from 1966 until the 
first half-ye2.r of I973 Bulgaria's economic policy was marked by 
t h e  Tact that different measures arid riiefchods were applied during 
a relatively short  period. 
nodernization of the -orner  planning; system, f o r  instance, was 
replrced by re-centm.liza-tion ûnd the Latter again by 
de-cen-traliz~~tion o r  concentration concepts. It is interesting in 
this connection that Bulgaris's varied economic po l i cy  reflects 
any chimges of the economic policy in .tile CONECON area and 
especially in the USSR. Xt cannot be attributed primarily t o  
Bulgaria*s own ini-kia-tive or inclination t o  experiment. 

The economic reform aiming at a. complete 
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The discernible reduced speed of Bulgaria's economic 
development raises the question about existing or possible 
future problems of  g;roii.t;h. 

Although Bulgzria has only 8 small raw material basis - 
apart from agricultural raw material - this fact cannot 
theoretically be regarded as arï impediment -to growth, considering 
the intensified integration within the COIJECON; on the contrary, 
Bulgaria's industry which is still in the developing stage can 
onLy gain from the clannecl specialization process within the 
COlECON. 
bloc cowLsies involved in this process i s  not a matter of 
discussion f o r  Bulgaria's econouic leadership. 

the  raw natel?ic:l aspect, these problems are becoming apparent in 
the deiiocratic developnent ûnd in connection with the necessary 
provision of mmpower . 
25.2 -to q5.4 per 1,OOO inhabitan-ts. 
not decrease t o  the same extent it can be expected -that there w i l l  
be a Zurthe? decline in the natural growkh o f  the population if 
the popuktion policy measures continue to fail. 

productive age over -%fie yeam has resulted in an unsatisfactory 
increase in -:he nurïibor o f  employees. Although the situation in 
%he industrial sector was more favourable than in other economic 
bï-mches the manpower influx showed a downward trend. Moreover , 
a Lack of skilled workers and specialists required for the 
progressing division of labour, the introduction o f  modern 
technologies and nodem management has been sensibly felt. Thus 
the present 2nd future manpower situation already keeps the speed 
Or" industrialization within visible Limits. 

The growing de-endence on the USSR and the other Soviet 

Althorigh there w e  no problems of  economic growth under 

Be-?ween I950 2nd 1972 the birth rate decreased from 
Since t h e  death rate does 

The very minor incresse of  the population in the 

h o - t h e r  problem of growth is due t o  the fact that as a 
result o f  the industrialization process the increasingly varied 
requirements can only be niet by zllocating nore capital and by 
producing cost-consciorxAy and in accordance with the demand. 
Themfore since I966 al? Measures of econoazic policy - no matter 
Ln which policy phase - have been ainec! at making higher pro f i t s ,  
creathg uio.re capi'ial, investing e:?fectively, increasing the 
produclion 'and meeting market requiremats to an optimum degree 
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Ixespec-$ive or“ -the fact th2-i; i n  Bulgaric: 1 s so-called 
llUiiwoved ecoiionic aecl;a&siit on7y market economy elements but not 
lïiûrlre’c econoï;iy rr,echur?isïs have been inti-oduced, the reasons f o r  
the tiilsatisîac-i;o:ry so’,u”con ere  the following: 

re-centrallzatioii 2hase OP -i 963-1 970 the authori t ies  did not wait 
f o r  the i-ela-iivel-y s10i.r e f fec t  02 the i r  economic ifîterference, 
The e n t e q r l s e s  as -&te tjneatrre of o-eration of each concept was 
imAxi:?ed- il? t1heî.i- :?ossiSiliUies o f  d-evcloyxmt e Neasures t o  make 
higkcr p - 0 3 - i ~  and cyeate Tilore czpi-ka1 overlapped partly w i t h  
t?eastLres iii the c red i t  ancl investmiit sec-Lor. The planning 
methods hûd n o t  substantialLy 7-roved when central  planning mas 
r e s u e d  during -i;hz i-e-centralization phase 

foi- is. coa:>le-te assessnent of  the de-centralization o r  
concentratLon phase u.M.cCh s-karted i n  ’1971 e 

Curing -;;:?e reCoi*u phcse 02 15G6-7968 and during the  

Hoirever, Cie per iod o f  o’useivation has been t o o  short 

Due t o  t h e  es-bablishiierrk 02 a new iranagement authorized 
t o  -La1:c far-reacklng decisions and -to the concentration of 
czqita7 i n  the economic organizations iûerged into blocs it was 
to b e  e3q3ec2k& t h a t ,  at l ea s t  i n  the long ilun, Bulgaria’s 
objectives wou1ü b e  nore effect ively realized. However, the 
radius OS a.c-icioii o f  t h e  ncrnûgenen’c vas Lilili-Led by the subs-tantial 
ex-Lension o f  -khe Itmc-Lions ,uid rFgh-5~ of  the Comnittee fo r  State  
Coil-krol i n  1972 2~_d  -bhc e:ctenc?-ed cont;.ol tasks of  the national 
bad: tdiich cane i i IZû  Toice on ‘Isst Jûnuai-y, 1973. Moreover, the 
ilergers i n t o  blocs  wi-khin Bulgaria s econoay w i l l  probably render 
more dii-x’c’icu7-i; aiiy 17sxib2-e ~-da;3-tztior_ of 
chenging na-i?l;c.t; conclitions The çcien-tif i c  nomnative planning 
cûc ka-cl7y 5c rezarcled as an equrivaLent t o  an effect ive aarket 
uechaiiisn 

production t o  

It caulylo-k be exclude6 -that iz i t ia i l  negative emerience 
sucb as econonic results below plznning tal-gets induced the 
Bulgarian econoidc leadership t o  change the organization a t  the 
level 02 bo-i;n Bhe econcmic v a l o n s  and the enterprises a t  the 
b e g . t m i n ~  o f  i(373, Howvei-, suck chmges seem t o  have hzd 
unfEvoi.rable e Z e c t s   or^ inclusti‘ic7 ~~- roduc t im? ,  
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N A T O  

DLie t o  Bulgaria’s very Irrigh export trade dependence, 
f o r e i p  policy clirectives and trends play an essent ia l  r ô l e  i n  
t h e  discussions on growth problems, 
I ~ o ~ r - h o w  and ïaodem technologies is -%lierefore becoming apparent 
in Bulgaria. 
imAJorts by increasing co-operation with the west. 
economic Leadership considers this as a way of rapidly irnproving 
the  prodcctivity o f  labou-so 
1ûLer on t o  reduce the  cos2 l e v e l  which is still high and t o  
cofi-kribute t o  an acljustmnt o f  -the differences of cost within the 
COIIiECOK. 
y e w  that Bulgaria prefers  T o m s  02 co-operation vis-à-vis the 
west which IYOULCL not resril-i; i n  the par t ic ipat ion of  foreign 
csL3ital i n  Bulgarian enteqmises, in joint ownership of the Iileans 
o f  pi-oduc-Lion ai7d ir, a p a y t i t i m  o t  prozi ts .  
eo-operc-iiion i s  cornideyed t o  consist i n  long-term egreements 
between a Bulgarian and E vrestes-n enterprise. 
agreements the western- elite-rise provides know-how, modern 
teckuologies, l icences,  patents, sometimes also high quality 
nzchines mc! equigmeiît - if possible on a c red i t  basis. The 
ci-edits 2re paid back with Co-oymtion products. 

lines of the Soviet nodct. 
BuLgzria* s econonàc leadership also shares Moscow’s negative 
at2itude concerning the  establishment o f  “mixed companies It i n  
t h e i r  co~mt ry .  

1. growing in te res t  i n  western 

Bulgaria furthernore intends t o  reduce western 
Bulgaria s 

Soï”ia h o p s  that  it will be possible 

It vas especially discernible at the  beginning of  t h i s  

The idea l  

Under such 

This rlo-zl of  Co--ogeration vas designed i n  Sofia on the 
According t o  latest  information 

hn optimistic estimate of Bulgaria’ s foreign trade 
a c t i v i t i e s  i n  t h i s  direct ion shows that Bulgaria might become an 
attractive trcd-ing gaptner on uestern nai-kcts as w e l l  as within 
the COi.‘II=COI?I in the 7 o ~ g  ilun. f, precondition f o r  this  is, however, 
that BuLgwia coatinues her present policy and concentrates on 
-the ix;l-roveïen-t o f  internationally competitive indus t r ia l  branches 
and products. 

Under the aspect o f  economic growth problems Sofia’s 
e f f o r t s  t o  achieve scie~ti2i”ic and technical progress play a special 
r ô l e .  

Parallel t o  industrial, a d  agro-industrial concentrat 
research and cadre t ix in ing  centres have been established which 
ied t o  a concentration 02 the research and teaching potential .  
It is  the airi o f  t h i s  measure cen-tinally Lo implement cornplex 
research taslis in co-operation with the Academy of Sciences and 
University 02 SoTia. The reseal-ch centres within the  economic 
uiits, on -the other harid, are only comerned with tasks of 
applied research. 
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-5- ADDENDUM t o  

- 
Ln i-ezlization OP the grotstli p-oklems described and i n  

view of  Bulgaria's present long-term economic and research policy 
Sof i a  has not exc7,uded a sLo~.:riyi_g dorm- o f  economic growth between 
1971 aid 7375. O herefoi-e -&e plexning targets have been set 
reatis-kicelly I-Iowvzr, the  dcvelosmciz-t during the current Five 
Year Plan yeriot! even 7aggeû behind these ta rge ts ,  The speed OP 
grot.&Li VES reduced t o  ûn exten-b n o t  expected by the Bulgarian 
economic Xeadcrs m2' this i s  r?ri iizdicg-Lion o f  di f f icu l t ies .  

Tlze unsatisfac-tory r e su l t s  were n o t  shown i n  the report 
on the fu7fiïnen-l; o f  the  Plan  %or 1971, 
e w e  i n t o  foice OE 'ist J ~ I L X E . ~ ~ ~  197; the prices  on which the 
~ ~ u X i s L e Z  rcJces 02 gro~rYfi and -the absolute vclues were based were 
n o t  given a n c l  I-% vas starbed that %he ~~laïmiï ig  ta rge ts  - except i n  
sa - i cu l tu re  - had been reached, One year l z t e r  however, Bulgaria 
adrai-tted o the r  rcsul-Ls i n  -:he offici27 s-katis t i c s  

Although pr ice  adjustments 

Accord-ing t o  the r epor t  on the 2ulfiluiem-i; of the plan, 
Poi- 1971 the rate 02 g-owth of  the ~inociuced material net product 
was 3 IC?; corqxred v i th  'I 370 (FLcïr, : 9:;) 
on -the o-thei- limd9 shorre6 an i ix ieese  o f  t h e  produced materi2:l 
ne% product 09 7) ;  on 2 fixed pr ice  basis and a decrease of  4.2S: 
a t  current prices. 
the plan, it could be assuwed that t h i s  decrease w a s  due t o  the  
~3rici: ad$ustuen-Ls. Eoweve~. de-tailed C a t c  Ln the o f f i c i a l  
s t a t i s t i c s  concerning accrual m-6 ut i l iza t ion  o f  the material. net 
product call such an asswp-Licn inJco question. 

The reduced value of t5e  ~rocluced material net 
prod-uct i n  A971 coxnprrred w i t h  1970 is only due t o  the 
€act t h a t  ir? the sector  trade and commerce the 
figure indicz-ted was 42:; below -khat f o r  1970. The 
struc-h:re of  'Che accrual of -the nater ia l  net  product 
2-b fixed prices,  on tile other hand, shows f o r  the 
trade sector  the sane percentage as Cor 1970; this 

The of f i c i a l  s t a t i s t i c s  

Accord-ing -to -:he i-epoi-t on the €ulfilrnen-I; of 
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ADDENDUM t o  -6- 

means thatP based on fixed prices, a growth similar 
to ths-l; of the material net product - ioee 7% - 
should have been achieved also in the trade sector. 
From these differences in the official data it could 
be concluded t h û t  i n  this sector price reductions 
have been extremely important but th i s  i s  not 
confirmed by any official o r  inoÎficia1 data, press 
repor-ts o r  references. 

The utilized material net product increased 
according t o  the official statistics (at fixed 1970 
prices) only by I .6:1 couparecl with 1970 - thus 
considerEb3.y slower ?k?-.n the sroduced net product . 
This different $geed 02 groar-i;h would be explainable 
in case o f  an overall favourable economic development 
if eworts had increased more rapidly than imports. 
However, the actual development in the foreign trade 
sector m s  aust the  ospos i te  in 1971 e 

Also on the basis of fixed 1970 prices the accumulation 
decrecsed bfy about 32:; in 1971 compared with 1970; 
capital investments could be  increased by o n l y  1.790 
during this peyiod. 

In view of these findings the various contradictions 
be attributed %O economic difficulties and growing losses 

in Bulgaria's economy. 

report on the fulfilment of the 2 L a n  for 1971 a l s o  require 
correction, such as - t o  men-kion only some of them - 

The data on fulfilled planning targets shown in the 

+I. Increase of industrial gross production: 
w 

- 
according to -the plan ftllfllment report + 
9.5.: wi-Lhoiit indicating the price basis : 
according to official statistics + 4.6% at 
current prices, + 9:; at fixed prices. 

The difzerence between the l a t t e r  data can be 
explained by price reductions. 
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2. 

3 .  

4. 

Increase of agr icu l tura l  gross production: 

- 
- 

according t o  the 33-an fulfilment report  + 
3o l$ i  (target 7.1$1); 
according t o  o f f i c i a l  s t a t i s t i c s  + 4.6% 
a-% current pr icesp  + 2% a t  fixed prices,  

The difference indicates higher purchase prices. 

Increase of house building (calculation based on, 
the nurûber o f  completed sq.m o f  housing space): ‘4 

P according t o  the plan fulfilment report + 
16 . 7%: - mcording t o  o f f i c i a l  s ta t i s t ics  + Be7Y; 

increase of gross investmen-bs : 

- accordhg t o  nlan fulfilment report  + 
5:; (tmget -F 4.7~;); - zccording t o  o f f i c ~ ~ l .  s-tati,stics at  pr ices  
on 3 si; Januezy, 1971 -1- 1 *7Cd 

Ai; fixed 1970 pr ices  about i- 4%. Considering the 
Five Year Plan -Large-% - 20,000 %O 21,000 million Lewa - gross 
invss-tZZents lagged behind the ijlûnned annual average by about 
13:L 

orl account of  t h i s  eqer ience  press reports on the plan 
fulfilment i n  1972 have t o  be regarded v i t h  reserve. 
-U.~c-c Bulgaria’s econoirzic Leadership f r ank ly  admits that  the 
industr ia l  grovrtll decreased last year compared w i t h  1970 and 1971, 
but -they eirnphcsize tha t  the r a t e  of  growth of the indus t r ia l  gross  
production o f  8.3% w a s  s t i l l  higher tl-ian the planning ta rge t  o f  
7.7?;. Howevers -there i s  no reïjirmder i n  the press thut the  planned 
increase of indus t r ia l  gross sroduction had been corrected a f t e r  
the establishuent of the plan f o r  IS72 amK had been raised from 
7.7:: t o  9;L 
which al-legedly hud! t o  be f u l f i l l e d  scrved as arguments f o r  the  
raised planning target. Fithe provisional resu l t  shows t ha t  t h i s  
project could be realized t o  a very minor extent onlyo 

The economic d i f f i c u l t i e s  which have t o  be assumed 
because of  Yae various discreF;)ncies between the data on econornic 
development are’confimned by infornation referr ing especially 
t o  the second half o f  ’1972. 
cr i t ic ized ,  for iiistance, the  lack of working morale and 

It i s  t rue  

Measures o f  ra t ional izat ion and additional tasks 

The Bulgarian press frequently 
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discipline, the higher fluctuation and the unsatisfactory 
performance of the economic units. 
year it was cdditioizally stressed that g r o w i n g  inefficiency in the 
investment sector, such as the non-observation of construction 
plans and very slow completion of important projects led to a 
decline in all fields of investment in 1972. 

in 1972 were somewhat bettel. than in 1971 
hsve not been reached either. 
unfaqurab3.e weather conditions, but bad organization in the 
eru-&opent of nznpower 
an imporLant r2iLe. 

The reduced growth in the production sector as well as 
supply diTficulties in other COI-ECOE countries were not without 
ef2ec-t on the development of Bulgaria's foreign trade operations. 
As in 1971, imports  increased more rapidly than exports in 1972, 
so that the  active trade balance dropped by about 20% compared 
with 1971* The overall foreign trade volume was also below the 
planning t a rge t .  

Considering the developuent trend noted in 1971 and 1972 
the fev plzrming targets published by the Bulgarian leadership f o r  
1973 appear too optimistic. 
planned rate of growth of  indus-i;rial gross production (9*9%) and 
egricultural gross production (7.4;). 
signs from which it could be conc7uded that the preconditions for 
the realization of this yeirr*s economic targets have improved. 
the contrary, it can be seen that Bulgaria's economy will have t o  
bear new burdens. The introduction of -the five-day week requires 
a more rapid increase o f  the productivity of l abour  than up t o  
nom The same czn be said in connection with the wage increases, 
liigher social e:cpenditures and the reduction o f  consumer prices 
eo prevent an inflationary desequilibrim on the domestic market. 

Five Year Plan up %O novr it can hardly be expected that the 
planning targets will be reached until the end O% 1975. 
other hand an accelerated growLh after 1975 does not appear 
i-ossible This , however , would require that: 

Moreovero at the end of the 

It seems that  in tile agrlcultu-al sector developments 
although the targets 

Amorrg the reâsons were a l s o  

agricultuxl machines and vehicles played 

This applies especially t o  the 

Up to now there are no 
On 

In view 02 the economic development within the current 

On the 

- neaçures in a certain economic policy sector will 
not be hampered or even abolished by measures in 
enother sector, 

.Ii. the difficulties o f  transition connected with the 
concentration have been evercone and that no new 
difficulties will be created by changes of economic 
policy. 

NATO 
1110 Brussels. 
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