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Introduction

- The above-mentioned revort on Bulgarials economy covers
the econonic development and policy during the planning period of
1966-1970 as well as the trend developments during the current
Five Year Plan. '

However, due to the latest information obtzined after
the completion of the report some adjustments of the original text
and the tables are reguired.

At present, the overall picture of Bulgaria's economy
and economic policy is as follows:

Compared with the period of 1961-1965 Bulgaria succeeded
in accelerating her economic growth in 1966-1970. On the other
hand, the speed of the industrial development was further reduced
during these years, just as in 19611965,

From the planning figures for the current Five Year Plan
period it can be expected that the growth curve will flatten with
“egard to both the overall economy and especizlly the industrial
sector. The results in 197171 and 1972 confirm this prognosis.

During the period of observation from 1966 until the
first half-year of 1973 Bulgaria'ls economic policy was marked by
the Tact that different measures and methods were applied during
a relatively short pericd. The economic reform aiming at a complete
modernization of the former plamming svstem, for instance, was
replaced by re-centralization and the latter again by
de~centralization or concentration concepts. It is interesting in
this connection that Bulgarla's varied economic policy reflects
any changes of the economic policy in the COMECON area and
especially in the USSR. + cannot be attributed primarily to
Bulgarial's own initiative or inclination to experiment.
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Ad Part I of the Report

The discernible reduced speed of Bulgaria's economic
development raises the question gbout existing or possible
future problems of Qrowth.

Although Bulgaria has only a small raw material basis -
apart from agricultural raw material -- this fact cannot
theoretically be regarded as an impediment to growth, considering
the intensified integration within the COMECON; on the contrary,
Bulgaria's industry which is still in the developing stage can
only gain from the planned specialization process within the
COIMECON. The growing devendence on the USSR and the other Soviet
bloc countries involved in this process is not a matter of
discussion for Bulgaria's economic leadership.

. Although there are no problems of economic growth under
the raw material aspect; these problems are becoming apparent in
the democratic development and in connection with the necessary -
nrovision of manpower.

Between 1950 and 1972 the birth rate decreased from
25.2 to 15.4 per 1,000 inhabitants. Since the death rate does
not decrease to the same extent it can be expected that there will
be a further decline in the natural growth of the population if
the population policy measures continue to fail.

The very minor incresse of the population in the
productive age over the years has resulted in an unsatisfactory
increase in the number of employees. Although the situation in
the industrial sector was more favourable than in other economic
branches the manpower influx showed a downward trend. Moreover,
a lack of skilled workers and specialists required for the
progressing division of labour, the introduction of modern
ﬁechnoTOgles and modern management has been sensibly felt. Thus
the present and future manpower situation already keeps the speed
of industrialization Wlthln visible limits.

Another problem of g“owmh is due to the fact that as a
result of the industrialization process the increasingly varied
requirements can only be met by allocating more capital and by
nroduc1ng cost-consciously and in accordance with the demand.
Therefore since 1966 all measures of economic policy - no matier
in which policy phase ~ have been aimed at making higher profits,
creating more capital, investing eifectively, increasing the
produc tion and meeting market requirements to an optimum degree.
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However, avnart from some partial success the economic
development until mid-1973 showed that these measures did not
contiribute to stimulate the development process.

Irrespective of the fact that in Bulgaria's so-called
Yimproved economic mechanisn' only market economy elements but not
market economy mechanisms have been introduced, the reasons for
the unsatisfactory solution are the following:

During the reform phase of 1966-1968 and during the
re~centralization phase of 1969-1C70 the authorities did not wait
for the relatively slow effect of their economic interference.
The enterprises as the theatre of operation of each concept was
impaired in their »ossibvilities of cdevelonment. Measures to make
higher profits and create more capital overlapped partly with
measures in the credit and investment sector. The planning
methods had not substantially improved when central planning was
resuned during the re~centralization phase.

However, the period of observation has been too short
for o complete assessment of the de-centralization or
concentration phase which started in 1971.

Due to the establishment of a new management authorized
to tale far-reaching decisions and to the concentration of
capital in the economic organizations merged into blocs it was
to be expected that, at least in the long run, Bulgaria'ls
objectives would be nore effectively realized. However, the
radius of action of the management was limited by the substantial
extension of the functions and rights of the Committee for State
Control in 1972 and the extended control tasks of the national
banl vhich cane into force on ist Januvary, 1573. Moreover, the

mergers into - blocs within Bulgaria's econony- will probably render - - -

more Aifficult any flexible adaptation of the production to
changing narket conditions. The scientific normative planning
can nardly be regarded as an equivalent to an effective market
nechanismn.

It cannot be exclucded that initial negative experience
such as econonic results below planning targets induced the
Bulgarian econouwic leadership to change the organization at the
level of both the econcmic unions and the enterprises at the
beginning of 1973. However, such changes seem to have had
unfevourable effects on industrial production.
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Due to Bulgaria's very high export trade dependence,
foreign policy directives and trends play an essential rdle in
the discussions on growth problems. A growing interest in western
rnow-how and modern technologies is therefore becoming apparent
in Bulgaria. Bulgaria furthermore intends to reduce western
imports by increasing co-operation with the west. Bulgariats

econonmic ieadership considers this as a way of rapidly improving

the productivity of labours. Solla hopes that it will be possible
later on to reduce the cost level which is still high and to
contribute to an adjustment of the differences of cost within the
COMECON. It was especially discernible at the beginning of this
year that Bulgaria prefers forms of co-operation vis-a-vis the
west which would not result in the participation-of foreign ,
capital in Bulgarian enterprises, in joint ownership of the means
of production and in a partition of profits. The ideal
co--operation i1s considered to consist in long-term agreements
between a Bulgarian and a western enterprise. Under such
agreements the western enterprise provides know=-how, modern
technologies, licences, patents, sometimes also high quality
mechines and equipment - if possible on a credit basis. The
credits are paild back with co-oneration products. '

This form of co--operation vas designed in Sofia on the
lines of the Soviet model. According to latest information
Bulgaria's econonic leadership also shares Moscow's negative
attitude concerning the establishment of “"mixed companies® in
their countrv.

An optimistic estimate of Bulgaria's foreign trade
activities in this direction shows that Bulgaria might become an
attractive trading partner on western markets as well as within
the COMECON in the long run. A precondition for this is, however,
that’Bulgaria continues her present policy and concentrates on
the improvement of internationally compmetitive industrial branches
and products. :

) _ Under the aspect of economic growth problems Sofia's
eg§orvs to achieve scientific and technical progress play a special
rdle.

Parallel to industrial and agro-industrial concentrations
research and cadre training centres have been established which
led to a concentration of the research and teaching potential.

It is the aim of this measure centrally {to implement complex
regsearch tasls in co-operation with the Academy of Sciences and the
Un;versity of Sofia. The research centres within the economic
units, on the other hand, are only concerned with tasks of

apnlied research.
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Although the ¢uiding princinles for Bulgarials research
work are cmanating from the research division of the COMECON
Committee for Comoger tion in planning the national interest is
nevertheless predominanﬁ. As a result of the research work
Bulgaria aone% To ga*p important imnuises for speeding up
industrial ”ﬁtlon, for a 501Ub30ﬂ of the problem manpower
product-v1iy of labour and, last not least, for perfect planning
as a guarantee for COﬁu,ﬂuous econonic grovﬁ’, ‘

Ad Parts IT and IIT of the Report ' !

In rezlization of the growth protlems described and in
view of Bulgarig‘s present longute“n economic and research policy
Sofia has not excluded a slowving down 01 economic growth between
1971 and 1975. Therefore the plgnnlnb targets have been set
realistically. However, the development during the current Filve
Year Plan wneriod even lagged behind these targets. The speed of
growth was reduced to an extent not expected by the Bulgarian
econonic leaders and this is an indication of difficulties.
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The unsatisfactory results were not shown in the report
the fulfilment of the Plan for 1971. Although price adjustments
came into force on st Januery, 1971 the prices on which the
publishel rates of growth and the absolute values were based were
not glven and it was stated that the planning targets -~ except in
riculture -~ had been reached. One yea" later, however, Bulgarla
dm1 cted other results in the official gtatistics.

According to the report on the fulfilment of the plan,
for 1971 the rate of growth of the procuced material net product
was 9 495 commared wlth 1270 (Plar 9% The official statistics,
on the other hand, shoved an increase o; the produced materizl
net product of 7% on & fixed price basis and a decrease of 1.2%
at current prices. According to the report on the fulfilment of
the plan, it could be assumed that this decrease was due to the
price adjustments. However, detailed date in the official
statistics concerning accruel and utilization of the material net
product call such an assumption into question.

DECLASSI FI ED/ DECLASSI FI EE -

- The reduced value of the produced material net
procduct in 1971 compared with 1970 is only due to the
fact that in the sector trade and commerce the
figure indicated was L42% below that for 1970. The
structure of the accrual of the material net product
a2t fixed prices, on the other hand, shows for the
trade sector the same percentage as for 1970; this ‘
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means that, based on fixed prices, a growth similar
to that of the material net product - i.e. 7% ~
should have been achieved also in the trade sector.
From these differences in the official data it could
be concluded that in this sector price reductions
have been extremely important but this is not

- confirmed by any official or inofficial data, press

reports or references.

The utilized meterial net product increased
according to the official statistics (at fixed 1970
prices) only by 1.6 compared with 1970 - thus

'con51derably slower them the produced net product.

This different speed of growuh would be explalnable
in case of an overall favourable economic development
if exports had increased more rapidly than imports.

However, the actual development in the foreign trade
sector was Just the opposite in 1971.

Also on the basis of fixed 1970 prices the accumulation
decreased by about 12% in 1971 compared with 1970°’

capital investments could be increased by only 1.7%
during this period.

In view of these flndlngs the various contradictions

have to be attributed to economic difficulties and grow1ng losses
in Bulgaria's economy.

The data on fulfilled planning targets shown in the

report on the fulfilment of the plan for 1971 also require
corfectlon, such as -~ to mention only some of them -

1.

Increase of industrial gross production:

- according to the plan fulfilment report +

9.5% without indicating the price basis;
~ ° according to official statistics + 4.6% at
- current prices; + S% at fixed prices.

The difference between the latter data can be
explained by price reductions.
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2. Increase of agricultural gross production:

- according to the plan fulfilment report +
3.1% (target 7.1%);
- according to official statistics + 4.6%

at current prices, + 2% at fixed prices.
The difference indicates higher purchase prices.

3, Increase of house building (calculation based on ,

the nusber of completed sq.m of housing space): .

- according to the plan fulfilment report +
18.7%;

- accor&ing to official statistics + 8.7%

k. Increase of gross investments:

- according to plan fulfilment report +
5¢ (target + L.7%);
- according to official statistics at prices

on 4st January, 1971 + 1.7%

At fixed 1970 prices about + 4%. Considering the
Five Year Plan target - 20,000 to 21,000 million Lewa - gross
investments lagged behind the planned annual average by about
1355,

On account of this experience press reports on the plan
fulfilment in 1972 have to be regarded with reserve. It is true
that Bulgaria's economic leadership frankly admits that the

industrial growth decreased last year compared with 1970 and 1971,

but they emphasize that the rate of growth of the industrial gross
production of 8.3% was still higher than the planning target of
7.7%. However, there is no reminder in the press that the planned
increase of industrial gross production had been corrected after
the establishment of the plan for 1972 and had been raised from
7.7% to 93, Measures of rationalization and additional tasks
which allegedly had to be fulfilled served as arguments for the
raised planning target. The provisional result shows that this
project could be realized to a very minor extent only.

The economic difficulties which have to be assumed
because of the various discrepancies between the data on economic
development are ‘confirmed by information referring especially
to the second half of 1972. The Bulgarian press frequently
criticized, for instance, the lack of working morale and
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discipline, the higher fluctuation and the unsatisfactory
performance of the economic units. Moreover, at the end of the
year it was additionally stressed that growing 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.

It seems that in the agricultural sector developments
in 1972 were somewhat better than in 1971, although the targets
have not been reached either. Among the reasons were also
unfavgurable weather conditions, but bad organization in the
employment of manpower, agricultural machines and vehicles played
an important rdle.

The reduced growth in the production sector as well as
supply difficulties in other COMECON countries were not without
effect 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 target.

Considering the development trend noted in 1971 and 1972
the few planning targets published by the Bulgarian leadership for
1973 appear too optimistic. This applies especially to the
planned rate of growth of industrial gross production (9.9%) and
agricultural gross production (7.4%). Up to now there are no
signs from which it could be concluded that the preconditions for
the realization of this year's economic targets have improved. On
the contrary, it can be seen that Bulgaria's economy will have to
bear new burdens. The introduction of the five-day week requires
a more rapid increase of the productivity of labour than up to

- now. The same can be said in connection with the wage increases,

higher social expenditures and the reduction of consumer prices
to prevent an inflationary desequilibrium on the domestic market.

In view of the economic development within the current
Five Year Plan up to now it can hardly be expected that the
planning targets will be reached until the end of 1975. 'On the
other hand an accelerated growth after 1975 does not appear
impossible. This, however, would require that:

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

_ another sector, :

- the difficulties of transition connected with the
concentration have been cvercome and that no new
dii@iculties will be created by changes of economic
policy.
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