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ECONOMIC COI!'PIITTEE 

ECONOMIC REVIEW O F  EASTERN COUNTRIES : HUNGARY( 1 ) 

PART I: INTERNAL ECONOMY 

NATIONAL INCOPE 

on since 1945, has extensively changed the economic pattern of 
the traditionally agrarian society. 
takeover, the economy was essentially agricultural, and textiles 
and food processing were the main industries, although some 
progress had been made during the w a r  in the iron and steel 
industry, machine building and chemicals. Under the Communist 
régime, industrialization has gone ahead much faster. The 
production of coal, steel, bauxite and crude oil has been 
extensively developed, and the chemical industry has made great 
strides, particularly in pharmaceuticals and more recently petro- 
chemicabs. The table below shows the contribution of the major 
sectors of the economy to the national income over the last two 
decades. 

The industrialization of Hungary which has been going 

Before the Communist 

NATIONAL INCOME BY O R I G I N  (NET IAL PRODUCT 2 ( 2 1 
- _I_-__ - -  --_ ( Percentage 1 
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I _I -____- __-_- 

6 SECTOR - - --- - --- -- - 
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CONSTRUCTION 
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This document includes: Annex 
( 1 )  

( 2 )  

A sumnary of this report, which cancels and replaces document 
AC/I 27-111445, has been issued as AC/127-~/369 , 
9th November, 1973 
National Income (Net Material Product) at market prices is 
the value of material goods and material services produced by 
the "live labour11 of producers within the sphere of material 
production which is used for satisfying the final needs of the 
community, i.e. does not include intermediate consumption. 
The concept of  production is liuiited to material goods and 
material services relating to the production, transportation 
and distribution of material Other services, such as 
personal services services of0b%s, education and health 
services and public administration and defence are not 
regarded as productive. 

This document includes: 1 Annex 
. ^ A . & *  
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2. The obvious feature of the table is the greatly 
increased importance of industry in the national income. From 
contributing about a quarter of the net material product in 1950, 
it is now responsible for a little under half, whereas agriculture 
has fallen from a position of contributing half to 17% over the 
same period. 
force (44% if construction is included) compared with 26% in 
agriculture (including water conservancy and forestry). In c 

1950, the respective figures had been 79.456 and 52%. 

If the growth of national income-is--examined as- distinct - I 

from its composition, then the MEM does seem to have been 
successful in speeding up its development. Whatever basis of 
calculation is used, national income - net material product - 
increased at a faster rate after 1968 than before. For example, 
the table below compares annual rates of 
and five year periods before and after 19 fi 8, and also for a four 
year period excluding 1968. 

industry also now employs some 37% of the labour 

I 

3. 

rotrth for the four 

€UTE OF INCREASE OF NATIONAL INCOME (NET NATERIAL PRODUCT1 

(Annual averages in percentages) 
~ *.. - -- . - . r -I " ...c .. "._ - - ^ -  . I ....-.--...-...--. - "  ". - " c-1 

i 
6.2 i 

6.2 

5.1 6.2 
5.1 6.4 

5.2 
I 
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4, From an international point of view, the comparison 
between the two eriods is also illuminating. The table below 

before and after 1968. 
compares Hungary 7 s national income with other CMEA countries 

RATE OF INCREASE OF NATIONAL INCOME ( N E T  NATERIAL PRODUCT1 

(Annuaï averages in percentages) -- I_u__ --..-.. .._.--- c -  " -.. - ,e- i . 
COUNTRY M D  TREND f 196111967 ; 1960/1972, 6 -..-- --_U .LW.. --il-- -S.-.-* .- ---* - I- .- -Lu-- -..---e- 

\Rate of Development Accelerated 
Czechoslovakia 1 3.3 1 6.3 i -  6 

IRnts essentially unchanged f I 

Hungary 5.3 
GDR 3.9 I 

Bulgaria 7.7 i 7.5 

---F -' ---- ,.----*-I - ----1_1- IC --I .- -IiUr- ------ 

6.3 ! 6.8 1 
7.1 I 6.4 
9.0 0.7 

t 
I 

1 Poland 
USSR 
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5. In view of  the shortness of the 1968-1972 period it 
would be unwise to draw too hard and fast conclusions from this 
table. Hungarian commentators themselves admit that the 
accident of two record agricultural harvests in 1971 and 1972 
made a decisive contribution t o  the results; but this need not 
invalidate the conclusion that the mechanism itself played a 
part. in enabling a faster rate of growth to be maintained. 

----- 

( I  1950-1969 

N A T-O C O N F I D E N T I A L  
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7. The basic reason for Hungaryrs small population 
increase has been a decline in marital fertility, rather than 
structural factors such as the number of women in child-bearing 
years or the marriage rate. There have been slight increases 
in the birth rate since 1967, when new maternity benefits were 
introduced (though even these have now decreased once more), but 
some Hungarian demographers still think it is doubtful whether 
it has brought the gross reproduction rate up to the level 
required for the society to reproduce itself in the long-term, 

8 ,  
varied. Rising expectations of a higher standard o f  living and 
improving possibilities for their fulfilment, has encouraged 
a policy of keeping families small, and material rewards high - 
ITcas before babies" - as the Hungarian phrase has it. Greatly 
improved educational opportunities mean that parents, instead of 
valuing children in the traditional manner - 8s investments for 
the future - now try to invest the maximum in each child's future, 
There is also a housing shortage created by rapid industrialization 
and the accompanying movement from the countryside to the town, 
which obliges a madority of newly-weds t o  stay for a number of 
years in parental hones, o r  small furnished rooms. 
containment of family size has been made possible by the vastly 
increased use of contraception and Hungary's liberal policy on 
abortion, A-k a rate of  something like 230 abortions for every 
100 rive births, this obviously makes a considerable difference, 
and a reimposition of the ban on abortion has recently become a 
prominent topic. The latest indications are that the Government 
may now be contemplating some kind of "protective" action and has 
indicated that new regulations will be introduced regarding the 
licensîng of abortions amid the procedure involved. It has also 
decided to raise family allowances, child care assistance, and 
to extend the period of entitlement t o  sickness benefit-in 
looking after children, However, it remains to be seen to what 
extent these measures will be SUCC~SS~UL. For example, the 
limited popularity of the 1967 Child Welfare Allowance was lost 
because price rises eroded its real value, and women felt it 
necessary -to return to work early to earn extra money, and it 
may be that the present increase in the allowances will be 
insufficient t o  offset these tendencies, 

population increase, its implications for the manpower situation 
are clear, namely a gradually diminishing availability of  
manpower, coupled with an increasing demand for labour, as 
economic development is pressed ahead. Until now, such 
difficulties have been manageable, as labour has moved out of 
agriculture, and greater numbers of women have been employed in 
the economy, 
underwritten by the demographic wave caused by the so-called 

I 

d 

t 
- The reasons for the decline in ma&.tai fertility are 

< 

This 

I 

2 9. Whatever t h e  reasons for Hungaryts very small 

More recently, the labour supply for 1968-1973. was 
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"Ratko era", which heavily penalized abortion and raised the 
annual rate of natural population increase temporarily to between 
8 and 12 per thousand in the first half o f  the 195Os, compared 
to the present 2.6 to 3 per thousand. That 91bulge81 is now 
spent however, and the present feeling is that from now until 
about 1977, the number of young people starting work each year 
will grkdually decrease from about 180,000 to something 
like 110,000, 

10, Clearly this puts a premium OA increasing productivity, 
one 09 the chronic weaknesses of  the Hungarian.economy. 
the only way of  increasing output now is by greater labour 
produc-tivity, which was one of  the main aims of the economic 
reforms, and which requires fresh investment - particularly 
capital investment - and recourse to Western technology. 

II, The situation has been confused to some extent by a 
high rate o f  labour turnover. 
strong in 1968, often exceeding real needs, a situation which 
created a high manpower tuinover, 
dissolution o f  administrative sanctions against eaployees and 
workers changing their place of work in 1968, and a more liberal 
policy of  hiring and firing by enterprises. Although there was 
8 slight increase in the numbers leaving school and looking for 
work, it was insufficient to meet this dramatic increase in 
demand. There were increased opportunities t o  look  for higher 
wages, better working conditions, a more favourable work 
atmosphere, etc,. At the same time, migration of labour was also 
caused by factories being relocated in rural areas or by the 
rapid developmsnt of famerst co-operatives when they started 
building up their own subsidiary industries, 
was caused when modern developing branches were increasing their 
workforce at the expense of contracting industries. 
the increase in labour turnover was striking, The share of 
turnover (the proportion of those entering and leaving their 
workplace, as against the average workforce), which was 
calculated at 2550 before 1968, reached 36% i n  1968 and 40% in 
1969, In 1970, turnover increased slightly again, although the 
actual rate of  growth in employment decreased during that year. 
In 1977 and 1972, manpower movement levelled off somewhat, partly 
because of measures introduced by the Government to enforce 
recourse to a labour exchange in some cases, and partly because 
of the limitation of the co-operativets power to entice workers 
away from industry, 

Almost 

lhnpower demands became extremely 

This was promoted by the 

Some fluctuation 

Nevertheless, 

AGRICULTURE 

12, The most characteristic agricultural organization in 
Hungary is the farming co-operative, 
founded in the years 1959 to 1961, and they now number about 

Most co-operatives were 
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3,000 (including the specialized co-operatives and other 
co-operative associations). They presently cultivate some 
5.4 million hectares out of Hungary's 6.9 million hectares of 
agricultural land (defined as arable land plus household plots, 
orchards, vineyards, pastures and meadows), giving them an 
average size of about 1,800 hectares. They employ about 80% of 
the countryts agricultural population and supply 70% of its' 
agricultural production. Being basically an amalgamation of 
former private farms, the co-operatives combine large scale 
common farming and the individu& cultivation of-small plots - 
household plots or gardens - allotted to each member. 
plots (which occupy about 15% on average of the area of the 
co-operative) members are free to cultivate plants and breed 
a n i m a l s  and dispose of these products as the 

the co-operative. 

The other characteristic agricultural organization is 
the state farm. 
W a r  as part of the land reform from former large estates, which 
in view of their relatively high level of economic and technical 
development, would have been a waste to break up. They numbered 
about 176 in 1972, and employ about 15% of agricultural workers, 
Occupying an agricultural area of  about 880 thousand hectares, 
their average size is about 4,900 hectares, which makes them 
much larger than the average co-operative. 

conservancy 7 now employs about 25% of the active labour force 
and provides about 1% of national income (net material 
product). 
During 1966 t o  1970 the average contribution was 21.8% compared 
with 26.5% during 1961 to 1965 and 35% from ,1956 to 1960. 
reduction has meant that the Hungarian economy has become 
progressively less dependent on the amicultural sector for its 
overall performance in any particular year, a trend that will 
continue, albeit more slowly, in the future. In the same way 
the labour force has a l s o  declined, .The 25% or so of 1971 and . 
1970 compares with 30% in 1965 and 39% in 1960; in 1950 the 
figwe was more than 50%. 

income has fallen, agricultural production in absolute terms has 
risen fairly significantly. Treating 1950 as a base year of 100, 
gross agricultural production lin 1960 was 120 and 164 in 1971 , 
though there are, of course, considerable variations from year t o  
year. Allowing for these variations, the average for the years' 
1966 t o  1970 (i.e. during the time of the third Five-Year Plan), 
was 76% above the average for the years 1961 to 1965, which was 
also slightly higher than the plan target of 13% t o  15%. 

i 
- 

On these 

wish - though the sale of animals and animal products is usual 1 y effected through 

13. 
These were established after the Second World 

44, A riculture in Hungary (including forestry and water 

This proportion has declined slowly over the years. 

Such a 

15. While its proportional contribution to the national I 

The 
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average annual growth of agricultural production also accelerated 
in comparison with the preceding five year period and slightly 
exceeded the planned rate. More impressive has been the increase 
in productivity, Gross agricultural output and output per active 
earner is shown in Chart A. Comparison of present productivity 
figures with the earlier period of  1950 to 1960 is made difficult 
because--the Hungarians changed their method of recording manpower 
in 1960. 
outpu-t per active earner a decade later in I969 was about 180, 
i,e, an 80% increase, 
occurred in the previous decade 1950 to 1959 when per capita 
output rose by about 40%. 

However, taking 1960 as a base year o f  100, gross 

This was a much greater increase than had 

16. Among the conditions of this accelerated growth were 
improved mechanization, a wider use of up-to-date technology, an 
increasing application of fertilizers and plant chemicals etc,, 
However, apart from this improved scientific and technological 
tzpproach, there'is no doubt that a major factor in the improvement 
was the strengthened organizational and economic position of the 
co-operative, following the introduction of the new system of 
economic managemen%, 
NEM principles in the agricultural sector in the mid-1960s - some 
time before applying them t o  the entire economy in 1968. The 
basic priaciples involved an increased acceptance of profits 
as an indicator of success, a greater reliance on market forces, 
and decentralization of responsibility f o r  planning and 
managenent. 
dictate instructions, and instead had t o  rely on recommendations 
and appeals, The Ministries o f  Food and Agriculture were 
amalgama-ted and downgraded in authority. 
agricultural co-operatives with the exception of grain producers, 
were allowed to draw up their own production plans and were 
required to create their own depreciation funds for capital 
investment. Then in late 1966, the Government also revalued 
the fixed assets of the co-operatives and cancelled approximately 
60% of the co-operative farm debt. In 1968, co-operatives 
were allowed t o  sell direct to the home market, and even in 
some cases to foreign markets, They were a l so  allowed to 
pursue a much wider range of  ancillary activities such as 
setting up their ovm processiag plants, selling organizations, 
technicd and repair shops, food shops, etc, (though recently 
these industrial activities of the agricultural co-operatives 
have been severely restricted). Financial legislation enabled 
them to undertdce a greater volume of self-finmced *investment 
and in 1969 and 1970, something l i k e  a boom devebped in 
this kind of co-operative investment project. In adrlition, 
there was a gradual rise in the level of prices paid by the 
Statets 
a d  1970 P which helped to stimulate greater production. 

The regime began introducing and testing 

Regional organizations lost their authority to 

In 1965-1966, 

rocurement organizations (adding up to 18% between 1966 

N A T O  C O N F I D E N T I A L  
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The greatest impact of these various measures was in 
grain production, principally wheat and maizer To a great extent 
this reflected the switch over to large scale production after 
the land reforms. 
enormously over the last ten years, such that despite the smaller 
growing area, the volume produced is much larger. For example, 
over 4 million tons of wheat was grown in 1972 (and, according"--' 
to preliminary reports about 4.3 million tons in 1973), compared 
with just under 2 midon tons in 1961 Similarly, the comparable 
figures for maize were 5.5 million tons arid 2-.-7 million tons 
respectively. Hungary is now for all intents and purposes self- 
sufficient in grain production, being able to meet requirements 
for domestic consumption, fodder requirements and reserves, and 
still make sizeable exports in good years. The success of grain 
production has been due to a number of reasons, an improved 
farming technology, the introduction of high yielding varieties, 
increasing use of chemicals and fertilizers, etc.. It was also, 
at least initially, less capital and labour intensive than other 
forms 09 agricultural production and easier t o  stimulate by 
price increases. There have, admittedly, been signs more recently 
that a certain ceiling of efficiency has been reached which 
cannot be gassed without a new phase of heavy investment in new 
types of agricultural machinery, fertilizer supply, etc.. 

The yields of these crops have increased 

18. In general, the factor of labour and capital requirements 
has exercised a strong influence on the fortunes of the NElvI in 
the agricultural sphere. 
becme obsolete and IIungarian agriculture remained chronically 
undercapitalized and technologically backward. 
where progress would involve large drawings on capital and labour, 
serious problems were presented for co-operatives in particular, 
and differences in capacity t o  meet such demands aggravated the 
%lass distinctions" always in evidence between farms in the 
poorer and more prosperous areas. For example, whereas the new 
regulators had made f a r m s  more interested in developing plant 
growing 
for cathe breeding, or for the labour intensive crops of sugar 
beet, vegetables and fruit. Breedirrg cattle on the household 
plots usually involved losses, and consequently livestock 
diminished to an extent that could not be compensated for by the 
increase in stocks on the large farms. In addition, cattle 
breeding was not profitable in the greater part of the large 
f m s  either, Accordingly, changes were introduced to the 
regulatory system at the beginning of 1970. 
the State procurement organizations for cattle, pigs and milk 
were raised and the sale and purchase of fodder were liberalized. 
A 50% subsidy was granted to fsrmns for the purchase of equipment 
for cattle and pig breeding. Despite these measures, the cattle 
population has remained more or less static since 1970 at about 
l,9OO thousand head. Indeed, the number of cattle has scarcely 
altered since pre-war days, which helps to explain why cattle 
breeding has been the subject of more decrees adopted by the 
Council of Mjxlisters and the Agricultural Ministry in the last 
15 years than any other problem. 

After collectivization much equipment 

Thus in cases 

they were still unable t o  ensure adequate profitability 

The prices paid by 
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19. The difficulty is one that is basic to Hungarian 
agriculture, that is, despite a cosïiplex system of  subsidies and 
incentives, and price increases, the disparity between industrial 
and agricultural prices is still too great. 
mch Mgher prices f o r  their machinery, equipment and other 
inputs, but have to sell their products at Pined and artificially 
low pricesI The disparity is such that soue Hungarian economists 
have argued that for agrfcultural nrices to reflect the actual 
costs  of production, a general 259trise would be necessary. 
this Teason tnere has a l s o  been a perceptible decrease in 
vegetable and fruit growing in recent years, with the result that 
consumer prices have increased to the disadvant 
peo.rsle, large families and those on a pension. 7 The per capita 
arinÜal consumption is now 75 kilos compared with a European 
average of about €35 to 90 kilos.) As a result, a steady and 
satisfactory fruit and vegetable supply is now one of  the 
Governmentfs most inportant targets 02 social policy. 
is -the same - the price level does not make the cultivation of 
these labour and investment intensive plants a vrorthwhile 
proposition. 

been successzul is pig breeding - particularly important in 
Hungary where more than 50% of meat conswried is pork. A large 
scale programme t o  encowage production was put into effect in 
1969, and there was a rise in procurement prices and subsidies, 
By 1971 the pig population had increased t o  some 7.5 million 
head, compared with 6 million a year o r  so earlier. 
year 890,000 tons of pigs for slaughter were produced - 
200,000 tons more than in the previous year - and very nearly the 
target of 900,000 tons set for 1975. 
production created problems for the inadequate capacity of the 
processing industry, so that sone cutback was inevitable in 
1972. Significantly, most of the increase was accounted for by 
the household plots of the co-operatives, and private and 
auxiliary faras, illustrating the importance of  these sections to 
Hungarian agriculture, and the rapid way in which they will 
respond t o  price increases which make production profitable, 

21, The Goverment i s  aware of  this end knows that if 
production is to be increase6 and assurecl, prices will have to 
rise and the Hungarian consumer pay nore for his food. In fact 
the Government has taken sone action in this respect despite 
the great unpopularity o f  such increases with consumers, The 
Central Committee meeting OP 20th November decided that in 1973 
the price of milk would be raised 4476, butter 2076, cheese 10% 
z?d other milk produc.ts by 25%. Although increases were offset 
by accompanying wage rises for industrial workers, they are 
nevertheless evidence of the authorities? determination to 
accustom people to a higher prices system, 

Farmers have to pay 

For 

e of low income 

The trouble 

20. Interestingly, one area in which the Government has 

In the same 

Indeed, the sudden surge in I 

The decision is well 
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illustrated by the choice of so sensitive an item as milk for 
the major increase; however strong the economic argument for 
the move, the social arguments against it would ,  until very 
recently have been considered overwhelming, In November 9972 
it was d s o  decided that there would be a general rise in meat 
prices - another very sensitive item - after 1975, primarily in 
order t o  support the heavy Government spending scheduled for 
1973-1980, in an effort t o  achieve some expansion in cattle 
breeding, 

beneficiary of the NEN, and is now one of the most efficient 
agricuitural sectors in Eastern Europe, it is by Western 
standards, still overmanned and undercapitallzed, Consequently, 
the Hungarians are now Intent on encouraging a shift in the 
structure of the sector which w i l l  favour the profitable, but 
more capital  intensive types of production, such as livestock 
raising and animal products, The shift in emphasis from crop 
production to livestock production and processing is evident when 
the 1971-1975 period is compared with the 1965-1970 period from 
the point of view of investment. 

22, While the agricultural sector has Eeen the-chi-ef 

DISTFLIBUTION OF A C W X U L m  M D  

(Percentages) 
-- 

Sector 

-__CI 

Crop production and 
processing 
Livestock raising and 
processing 
Mechanization and other 

Total 

Source: Ca 

! 
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23. The goals for the mechanization o f  agriculture during 
the plan period 1971-197S, call for a 40% increase over the 
previous Five-Year Plan period or a total of 16,000 million forint. 
The bulk of the nachines planned to be delivered from domestic 
and foreign sources include: 45,000 to 50,000 tractors, 
8,000 trucks, 37,500 high-load trailers, 5 O 0 0  high output 
combines, -,2,500 corn harvesting adaptors, 4,000 dredging-loading 
machines, 2,500 cornstalk-crushing combines, 5,000 corn 
harvesters, and 500 potato and 500 sugar beet lifting machines. 

of these machines w i l l  be sufficient to meet the anticipated 
15% to 16% growth in agricultural production projected for the 
period. Originally, Hungary hoped to import only 4090 of its 
agricultural mechanization needs, and t o  produce the larger share 
itself. In practice, these ratios have been reversed, and most 
of  Hungaryts needs have been m.et through imports. The current 
Five-Year Plan projects 55,596 from imports and 44.5% from 
domestic production, while the planned figures for both the fifth 
and sixth Five-Year Plans  (1976-I980 and IgSl-lg85) are almost 
the same, For the three Five-Year Plans therefore, the ratio 
projected is roughly the same as the present one, i.e. about 
55% to 6070 of the countryts needs are t o  be imported, It should 
be borne in mind, however, that the proportion ma be even larger, 

For  
example the closing of Budapestts Red Star Factory for the 
production OP tractors occurred after these estimates were 
made so that the proportion of imports could be even higher. 
Neariy all this equipment w i l l  come from the USSR and other 
East European countries. An exception to this w i l l  be imports 
for Hungaryts programme of 9*m0delf8 agriculture mechanization - 
the introduction of the flclosed production system" (CPS), in a 
United nunber of agricultural enterprises, the machinery and 
equipment for which will be largely imported from the West, 
particularly from the United States and Germany, 

most suitable f o r  development in Hungarian conditions is selected, 
and then its production is mechanized and rationalized to the 
greatest extent possible, using the niost advanced equipment and 
technical know=how. Co-operation with the West, and particularly 
with the United States, has been important in the development of 
this system. For example, the Hungarians have set up a special 
joint undertaking with the Americans and Anerican companies to 
search and procure the agricultural machinery best suited t o  
Hungarian conditions, Under this programme, the United States 
has shipped the necessary machinery, and provided Hungarian farms 
with necessary seeds and know-how f o r  the development of a series 
of  closed production systems in milaize production, providing the 
complete mechanization of a l l  agricultural processes from soil 
preparation t o  the conversion of  maize into animal products. 
Imports O% hybrid animals are also being made in order to 
improve Hungaryts domestic breeds. 

24. Doubts have been expressed as to whether the acquisition 

if the p r o g r m e  of mechanization is to be filfil P ed, 

25, Under the CPS system, the variety of plant ( o r  animal) 
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26. The CPS has had considerable success. The system was 

It included the mechanization 
first introduced on the Babolna State farm, us- the experience 
of growers in the United States. 
of soil preparation, maize cultivation and harvesting, and the 
conversion of the grain into animal products. A single 
production unit normally covers almost 800 hectares, and the 
mechanization cost for a basic maize production unit is 
estimated at 5 million forint, By the end of 1972, this system 
of maize production had been extended to a number of other 
farms with a total area of I26,Ooo hectares,- idit-was planned 
t o  increase this to 936,000 hectares in 1973 .  The Babolna farm 
has also  introduced modern chicken raising and poultry breeding, 
and joint hog breeding facilities - both in co-operation with 
Vest German firms. 

i 

L 

27. American help is also being used in applying the CPS 
system to soy beans and sugar beet. 
machinery and equipment needed to modernize maize and sugar 
production so far is estimated at $9 million. T h i s  machinery 
has been mainly bought in t h e  United States and is supposed to 
be repaid by the f a r m s  by the end of 1977, largely, it is hoped, 
from the higher earnings resulting from improved yields. The 
Hungarians are a l s o  interested in applying these techniques 
t o  crops which have proved very labour intensive, tobacco for 
example. In 1973 the first production unit of the new system 
applied to tobacco was due t o  be'set up, with Canada supplying 
Hungary with 24 machines to carry out a l l  operations from sowing 
t o  harvesting. 
to operations just within Hungary. For example, a joint 
American-Hungarian enterprise, registered in Switzerland, has 
been established to improve the system and t o  promote the sale 
of its services t o  third countries. For example, in 1972 the 
Babolna State farm helped to bring the system to the maize 
fields of the USSR (Odessa) and Czechoslovakia (Dunayska Streda). 

The total cost of the 

F i n a l l y ,  the new system is not to be limited 

28. The rapidit with which the CPS system will be extended 
in Hungary is difficu P t t o  estimate. The heavy mechanization 
involved makes it very expensive indeed, and frequently it 
requires large imports of Western machinery for whhh Hungary 
has limited foreign currency, It also requires a lot of skilled 
manpower, of which Hungary is also very short. 
the CPS system has been seen to be outstandingly successfu3, and 
there is some evidence that the Government may be prepared to 
increase the funds available for the purchase of the machinery 
and know-how necessary to operate the system. 
considerable publicity was given by the Government to the fact 
that 1973ts harvest was greatly facilitated b 
operations of 300 high capacity West German C 31 aas combines that 
had been imported under a co-operation agreement between the 
United States and Hungary. The press did not fail to point out 

On the other hand, 

For example, 

the superb 
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that the combines harvested 100 t o  150 tons of wheat daily - 
many times the amount reaped by the Soviet and E a s t  German 
combines they had replaced, and as a resu l t  had helped t o  reduce 
the losses caused by foot and mouth disease ear l ie r  i n  the year. 
Successes l i k e  this are not l o s t  on the Hungarian Government 
(or on other E a s t  European countries) and there w i l l  be 
considerable pressure t o  buy more of  this kind of equipment. 

INDUSTRY 

29. 
though the precise reasons f o r  this are  f a r  from clear. 
average annual r a t e  o f  growth fo r  1968-1972 was between 4% and 
5%, compared w i t h  a rate of j u s t  over 7% f o r  the years 1963 t o  
1967, 
9% i n  1967. T h i s  could reasonabl be explained b the t rans i t ion  

planning targets) ,  but the f a l l  t o  only 3% i n  1969 was ent i re ly  
unsatisfactory. The r a t e  has increased since then, but i s  s t i l l  
below the average before 1968. 

The r a t e  of indus t r ia l  growth has slackened since 1968, 
The 

The r a t e  f e l l  sharply i n  1968 - 5% as  compared with 8% t o  

t o  the new system (and it was i n  I ine  w i t h  the de P iberately low 

30. Greater indus t r ia l  productivity was one o f  the major 
aims of  the NEM, but it is s t i l l  not c lear  t o  what extent it has 
been successful i n  t h i s  respect. 
output mentioned above is not conclusive, as much production i n  
Hungarian industry has tended t o  be uneconomic and inefficient.  
For example during the 1961-1967 period a far from negligible 
proportion of industr ia l  output was not used f o r  domestic 
consumption o r  exports, but f o r  stocks. Since then i n  the l a s t  
4 o r  5 years the concept of "production f o r  the sake of 
p r o d u ~ t i o n ~ ~  has been put increasingly i n  the background i n  an 
attempt t o  make industry more sensit ive t o  demand. 
mean s! cut back i n  production i n  some sectors. 
have i n  fac t  t r i e d  t o  argue recently that production figures 
calculated on the o l d  basis no longer r e f l ec t  the t o t a l  
contribution of industry accurately enough, and tha t  an index 
o f  "gross production valuel' taking in to  account services 
rendered between enterprises and price rises due t o  improved 
quality would show a much more healthy growth r a t e  for  the 
l a s t  few- years. 

The fall-off i n  indus t r ia l  

This could 
Some Hungarians 

31. It is output per   an hour that  are perhaps more 
rel iable  indicators of productivity. 
productivity indices have been subject t o  a var ie ty  of 
influences, For example, under the Nmvi enterprises were given 
some freedom t o  dispense with surplus labour, but %he Government, 
i n  its anxiety t o  prevent widespread unemployment, placed a 
ceil ing on average wage increases i n  1968, T h i s  regulation 
encouraged enterprises t o  employ unnecessarily large numbers 
of  workers t o  keep wages low so that higher than average wage 

In  this  respect 
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increases could be given t o  selected workers. 
of a shorter working week in certain industries had similar 
results. In addition, the authorities, concerned by labour 
shortages in highly industrialized areas, planned that over half 
of all new factories between 1966 and 1970 should be located in 
areas where there was surplus manpower. Consequently, a large 
number of enterprises moved to the provinces where produclAvity 
was lower, Alarmed at the apparent fall in productivity, the 
Government then took a series of measures to reverse this policy, 
The ceiling on wage increases was lifted in 1969-and-a _tax was 
levied on the wages of extra staff employed. 

The introduction 

f< 

32, These developments have made it difficult to gauge the 
success or otherwise of the STEM in raising productivity. 
However, an attempt is made in table B to compare the performance 
of industry in the two periods 1964/7967 and 1968/1971. 
is done from four different aspects - gross production, output per 
worker, output per roan hour and number of persons employed. 

Several tentative conclusions can be drawn from the 
table. It seems fairly certain that industrial production has 
grown more slowly in recent years, that total output per person 
has also fallen, that employment in industry has grown more 
slowly, but perhaps most significantly, output per man hour has 
risen, Large differences ex i s t  amongst the various branches, 
but in very general terms a faster rate of production was 
accompanied by a faster growth of productivity. In a few 
industries there was a faster increase in output per m a n  as w e l l  
as output per houre 
industry, In this instance the labour force has risen very 
slowly since 1964, and the i m g e  production increase has been 
achieved by both a greater output per person, and in particular 
by a sharp increase in output per man hour. Similar developments 
have taken place in the electrical and leather and shoe industries. 

However, in nearly all other cases the rate of increase 
in output per mm from 7968 t o  1971 was slower than in the 
1964/1967 period, That this was partly offset by the faster 
growth in output per man hour, reflected a more efficient use of 
labour during this period, T h i s  was the case for example in 
the printing industry 
considerably in recent years. in this instance the labour 
force has been increasing faster than before 1968 (one of the few 
cases where this has bappened and no doubt due i n  part t o  
Government-aided wage preferences), but nevertheless it is 
increased productivity which has been largely responsible for the 
faster growth in output. 
chemical industry. Output has increased at a slightly lower rate 
than 5968, as has the labour force, but increased productivity 
has allowed the chernical industry to grow faster than any other 
heavy industry since 1968 .- also reflecting t h e  high rate of 
investment in this sector. 
strongly in the precision engineering industry. 

This 

33, 

This was the case for example in the vehicle 

34, 

the demand for whose products has grown 

Productivity has also increased in the 

Productivity has also increased 
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35. At the other end of the scale, productivity has 

decreased in the mining? paper and textile industries. 
result, output in the mining industry has remained more or less 
static since 1966, as it has in the textile industry. In 
fairness it should be pointed out that for some years the 
Government deliberately aimed at a rapid run-down of coal 
mining-, and that some Hungarian economists have argued that a 
slower rate of growth in t h e  textile industry accompanies the 
development of a more modern industrial structure as does the 
decline in the ratio of light industry in general. 
in li ht industry grew by only 9% during 1968/1971 

correct 
faster than before 1968, 

As a 

As production 
compared 

with 8 2% for heavy industry, then, if these economists are 
Hungarian industry may well have been modernizing 

36, However, this may be a line of argument too convenient 
For example, the building materials industry to the Hungarians. 

has also shown a very poor performance in the latter period, 
productivity and output scarcely increasing at all, and whereas 
it could be argued that a slower production growth in some 
industries reflects a greater degree o f  "economic reality", this 
is not so with the building ma%erials industry. As a very 
important supplier of the construction sector in general, the 
importance of the industry is al1 too obvious, particularly in a 
country aiming f o r  fast development. 
of bricks, fired tiles, asbestos, cement, roofing shingles, lime 
and reinforced concrete was actually lower than it had been in 
1968, and overall woduction in 1971 grew by only 1 %  and in 1972 
by an estimated 3% This poor record was despite a long history 
of subsidies, heavy investment, preferential wage rates, generous 
credit facili-ties and a rise in the price of the industry's 
products. The industry has had difficulty in digesting the 
investment, and poor location has made it difficult to recruit 
sufficient skilled mmpower. In addikion, poor management and 
difficulty in forecasting demand has made it difficult f o r  the 
industry to utilize its capacities properly. Again, in fairness, 
it must be admitted that the building materials industry is often 
weak in other CMEA countries as well. Despite the poor record 
of this industry, the ambiguous results in other sectors, work 
productivity in the sense of output per hour seems to have 
undoubtedly increased faster since 1968 than before. While it 
cannot be proved in any definitive sense that this was due to 
the vr0rk-s of the NEM, there is at least a strong supposition 
that the increased freedom of action given to many enterprises 
under the NEpl hâs played a l a rge  part in this  development. 

But in 1971, the production 
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37* Two further factors also suggest that improved 
performance in the period since 1968 has been based on 
qualitative as well as quantftative change. 
has in the years in question shown a much faster rate of 
improvement - whichever index of measurement is used - in the 
Co-operative sector of industry than in the larger State 
enterprises (table C brings out this difference most fully). 
It is true that basic productivity in the co-operatives was 
lower at the outset, allowing greater marginal increases, and 
that the co-operative sector accounts in any-case only for a 
small proportion of total production; but it cannot be accidental 
that MEM conditions have favoured precisely the smaller units 
which, having more freedom of action, were better able to 
adjust to consumer demand carried out better market research, 
and were able to attract fabour more easily. 
characteristic feature of development is that the proportion 
of industrial out ut going into forei trade, which had been 
s-katic around 1 8 O  B 1 9 6  in the years 19&1968, showed a rapid 
increase to well over 20% in the years 1969 and 1970 and was 
provisionally put at over 23% in 1972 (see table D, but NB 
that these figures are more than usually subject to revision). 
The metallurgical and vehicle industries, precision engineering 
and the textile and lecither industries showed a particularly 
rapid increase kaa their contribution to foreign trade. At the 
same time, sales to wholesale and retail trade have shown a 
slight increase, while sales between enterprises thenselves 
increased much more slowly. 
probably l i e s  in the fact that a greater proportion of industrial 
output is now subject to international prices and that in so far 
as NEM measures allow enterprises greater latitude in responding 
to these, some of the limits placed on efficiency by the rigid 
and unrepresentative prices characteristic of more highly 
centralized economies have been circumvented with Che result 
af a further growth in exports. The effect of such external 
*lmarketlt influences should ideally be to foster a more modern 
structure for industry as a whole. And it is worth noting 
that here too the co-operatives have shown a characteristically 
greater sensitivity to new marke.t influences; the proportion of 
their output going both to foreign and domestic trade, and in 
some cases the actual volme of the latter rose at a markedly 
faster rate than in the case of large-scale State industry 

First, productivity 

- 

Another 

The connection with NEPI measures 

- (see table E). 

38. However, it is also important to emphasize that while 
productivity per mzn-hour may have increased slightly since 1968, 
it has still not increased at a rate sufficient to meet the 
needs of the economy. 
fallen and industrial production has grown more slowly since 1968 
as pointed out in paragraph 27, 
productivity was one of the main aims of the NEM, its performance 

The growth of output per person has 

As greater industrial 
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i n  this respect must be considered f a r  from idezl. The problem 
i s  aggravated by the fac t  that Hungary carnot re ly  on a growirrg 
labour force t o  meet i t s  needs i n  the f u - t u e  ( sae  paragraphs 9 
t o  Il), and she has few natural  resources that can be exploited 
cheaply by labour intensive Liethods. 
must be raised i f  Hungary i s  t o  sustain a satisfactory r a t e  o f  
economic growth, and the need for more productivity i n  labour 
has become a dominating theme i n  the Hungurian economy i n  1973. 

It had been hoped that  the XEM mechanism would force 
enterprises t o  dispose o f  surplus lôboixr - t o  eliminate 
Wneaployment within the plant!' step by step, so that  manpower 
would be freed f o r  areas where a Labour sfiortzge was impeding 
progress. In  particular,  it bad been hoped tha t  labour would 
be transferred from the growing, more technological areas o f  
industry (and from inadstry in. generel, which i s  s t i l l  over- 
staffed by a considerable margin) t o  the services, transport, 
and construction sectors, which were understaffed, 
process of transfoimation proceeded much nore s1oxl.y than had 
been eqec-ted, and what regroupings there were wMch promoted 
a more rat ional  use of manpower, took place only a f t e r  special 
effor ts  had been made, In  t h i s  case, the regulators were 
insufficient t o  produce the requis i te  changes. Moreover, the 
regulators generally tended t o  create too close a l i nk  between 
prof i t s  and wages. 
his aruiual bonus have been directly related "Co his company's 
performance. 
efficiency, but what has happened is  that the bozuses hava 
becone pret ty  much. an automatic par t  of  paTpent, r amer  than 
an incentive, and managers have not been keen t o  put these 
rewards a t  r i s k  by t oo  much innovation or  risk-taking on the i r  
part. 
comparison with capi ta l  (see paragragh 36) , which has 
encouraged managers t o  build new plants using more manpower 
and existing technology, ra ther  than t o  modernize production 
processes, o r  develop new products, This has been exacerbated 
recently by the Govement*s t i g h t  credi t  policy following 
the 1969-1971 investaent boom, which has made capi ta l  
intensive investment even more d i f f icu l t .  But the  most 
important factor mitigating against increased productivity has 
been the absolute p r io r i ty  accorded t o  f u l l  eaployment. T h i s ,  
i n  i t s e l f ,  has made it d i f f i c u l t  t o  run down a labour force on 
any significant scale, but i n  addition, has meant that  
closures 09 plants and baxdcruptcies i n  the Western sense a re  
socially unacceptEble (see paragraph 35)e Rcther than l e t  a 
company go bankrupt, it would be subsidized from the budget, or 
given special c red i t s  t o  t i d e  it over, or increasingly, the 
company w i l l  be taken over by a Government Agency and i t s  
production s t ructure  transformed. 
for bad rïianagzment and inef f ic ien t  use of  resources have always 

Consequently, productivity 

39* 

But the 

A cer tain percentage of a worker's wages and 

Prima fac ie  t h i s  might seea t o  emourage 

At the  same time, labour has $ended t o  be cheap i n  

As a resul t ,  the penalties 
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been rather minimal a d  the incentives towards efficiency and 
innovation, weak and uncertain. Finally, the Hungarian 
Government has always had t o  take into account the very rea l  
consideration o f  not antagonizing o r  al ienating the industrial  
worklng class,  the class  it looks t o  most for i t s  t radi t ional  
support, 
m o p e a n  countries very al ive t o  t h i s  problem, and Hungary also 
has a trade union movement which is well organized and is quite 
vocal by East European standards, 

since 1968, i n  atterïipts t o  dezl with th i s  problem, but w i t h  
l i t t l e  success, 
introduction i n  1973 i n  some 16 factor ies  of a revised wage 
system under which a given sum of  money was paid f o r  a given 
volume of  production, irrespective o f  the numbers of  men involved, 
It was accompanied by special. exemptions from the high wages tax 
s o  long as companies could prove higher productivity. 
it is t o o  soon t o  judge t h e  success of t h i s  experiment, 
p a r t i c u a r l y  i n  view o f  the f a i lu re  o f  very similar measures 
i n  the past, 
obviously hoping f o r  i t s  success, it will still have t o  overcone 
the fears of redundancy and redeployment on the par t  of the 
workerse 

The Baltic r i o t s  o f  December 1970 made the East 

. 

40. Various modifications t o  the regulators have been made 

The nost recent attempt was the experimental 

However, 

Moreover, ilhile the Government and management are 

41. The coaparative disadvantage under which large-scale 
industry has laboured under the NIDI as a result o f  stubborn 
built- in diseconomies, low levels  of  p r o f i t ,  problems of  sheer 
sca le  in the management f i e l d  and the social  constraints against 
ge t t ing  r i d  o f  superfluous labour becane so marked by 1972 tha t  
the authorit ies decided on posit ive action t o  break the deadlock, 
In 1973, some 50 large enterprises, covering 180 factory units 
and accounting f o r  55s: of Xungaryts t o t a l  industr ia l  production 
were put into a special  category and t rea ted  With special 
attention1*. 
a greater and more r e m a r  f low of  information from the enterprises 
t o  the central  authorit ies,  
co-operation w i t h  the various Ministries then collated the data 
(covering sales,  p rof i t ,  manpower, export production and value o f  
assets) and gave i ts  report t o  the Council of Ninisters. 
Council of Wnisters  has maintained that such supervision should 
n o t  conflict  with the principles o f  the MEp/L o r  reduce enterprise 
independence, 
authority could hold the enterprise management responsible, could 
give orders, and could provide o r  w i t h d r a w  S ta te  support when it 
f e l t  necessary, 
researches in to  the si tuation ana problems of the 500 enterprises 
hcd been completed. Tbese involved a thorough examination o f  the 
enterprises* financial ,  investment and pricing performance, as 
w e l l  as their  general r6i.e i n  the economy, 

h o n g  other th ings ,  t h i s  "special att,ention" entailed 

The National Planning Office, i n  

The 

However, it has also maintained tha t  the higher 

By September 1973, the first Ministerial 

The only off ic i& 
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conclusion that has been published so far is that 831 improvement 
in erqort performame, has not hitherto always been backed up 
by an adequate all-round increase in production, especj-ally 
where enterprises falling outside the scope of Government 
development programmes a r e  concerned, The inference may be 
Perhaps that these companies should be assisted t o  reorganize 
and revitalize their production structure rather like the 
6 giant enterprises discussed in the following paragraph, 

singled out for special treatment, and taken back under direct 
Ministerial supervision, 
them, and arrangements were made f o r  a change to a more 
economic profile, 
and Crane Factory, the Csepel Automobile Factory, the Red Star 
Tractor Factory, the Driving Motor and Elevator Factory, the 
Ganz-Mavag Engine, Wagon and Machine Works, and the Concrete 
and Reinforced Concrete Works, 
undergo central reorganization was the Red Star Tractor Factory, 
which was merged with the Gyor Wagon and Machine Works in 
March 1973. The factory is no longer producing tractors, but 
will manufacture component parts for public vehicles instead. 
This will require expensive retooling - which it could never 
have afforded by itself - as well as the retraining o f  the labour 
force, something which is not too popular, The hope is that 
these measures will transform the company into a profitable 
concern and eliminate worker discontent, The Shipyard and Crane 
Factory will concentrate on river craft, rather than ocean-=going 
vessels, the Csepel Motor Factory is t o  s top production of 
middle-sized lorries, the Driving ktor and Lift Factory is to 
concentrate on gear boxes and industrial motors, while the 
Ganz-Mavag Engine Factory is Lo specialize in the mass production 
of a few specified types of lift, 
a clear connection between the sroposed chmge of economic 
profile and the demands of intra-CMEA specialization, although 
increased export capacity towards the West as well is not 
necessarily i-uled out. Taken together w i t h  the statutory w a g s  
rises to be raentioned laters these measures represent a clear 
recognition of  the fact that the NEM regulations in themselves 
have proved incapable of exercising the full desired influence 
on the more traditional sectors or^ Hunigariaxn inùustry, It is 
t o o  early t o  say whether a decision of principle bas been made 
on a partial return t o  administrative control, o r  whether the 
aim is simply t o  overcome certain stubborn obstacles to rational 
development before returning to purely regulatory controls. But 
one thing which seems clear Îrom %he measures teken at the 
largest enterprises i s  that the changes to be implemented, are 
designed to speed up the process of structural change - implyirig 
the concentration o f  iorces on the most profitable branches ar-d 
produc-ts from the point o f  view both of domestic consumption 

42, In 1973, 6 or 7 of Hungaryrs largest factories $ere 

Official finance was pumped into 

The 6 enterprises are the Hungariar, Shipyard 

The first of the 6 firms to 

In almost all cases there i s  
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and foreign trade - which is in itself, an important original 
aim of the NI34 measures. Some support for this point of view 
was provie-ed by the dismissal of the whole management of the 
Beloiannis Telecommunications Factory at the beginning of 
October 1973. This appears to have been the first case since 
1970 of an ente-rise*s management being demoted en bloc - 
apart that is from the s i x  or seven factories mentioned above. 
However, in those cases, the factories had been singled  OU^, 
without any special opprobrium, for special hrea.t;ment in the 
Party's measures of November 1972. The Beloiemis case was 
in striking contrast to earlier cases suck as the Bakony Motor 
Works (which was more or less admitted to b-e-bankrupt in 1971, 
but which the Government shored up tacitly with even larger 
subsidies) and the Red Star Tractor Factory (which was moribund 
for many years before the decision to rfrenationalizetl was taken 
in Novelnbar 1972). It would appear that the Hungarians are, 
at least, r ea l ly  trying to put some teeth into the policy of 
greater Ministerial supervision, and a l s o  that a successful 
export performance is  no guarantee of invulnerability, even at 
an enterprise like BeLoiannis which was largely supplying 
CMEA markets. 

. INVESTMENT 

43. In 1968, simultaneously with the freeing of the 
majority of producers, i.e. primary industrial prices, the scope 
OP investment based on enterprise self-financing was broadened. 
Enterprises were given additional institutional powers which 
included the power t o  initiate the replacement of obsolete 
fixed assets, modernization prograinmes, expansion of production 
arid also non-productive welfare investnents. In addition, 
central plans no longer carried any plan indices or limits on 
enterprise investment. However, through control of depreciation 
funds, prolits ancl credit policy, the State still retained 
Considerable control, For exmple, decisions over certain 
categories 02 investment remained with the Government, the 
most important of which were individual large-scale investments 
(vhich were treated as part of the P l a n s ) ,  non-productive 
investments in the power and transport industries, and non- 
productive investments of Councils and ofricial bodies. On the 
financial side, central financing was evected to continue to 
Gccount for a considerable share of overall investment, but 
bank credit and self-financfng by enterprises were intended 
t o  play a significant and expanding r6le. In order to help 
achieve this, enterprises were empowered. to allot a growing 
share of profits into investnent. 
regulate the process by raising investment costs to firms, 
and providing a savings alternative for those with available 
funds. 

Interest rates were to 
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44, Nevertheless, despite the retention of overall 

control by the central authorities the investment situation 
became unstable after 1968, 
been that the Government seriously underestimated the size 
of the profits that would accrue to -the enterprises in 1968, 
as well as additional funds that became available from the 
high level of sales of used or scrapped equipment. 
was that the investment resources of firms were much greater 
than planned, and the additional funds encouraged many 
enterprises to start new investments. An additional reason 
was that the regulating controls did not cope effectively with 
the situation as had been hoped. For example, while interest 
rates did grow considerably from 1968 to 1971 (and in addition 
in 1969, the charge on capital assets was extended to cover 
assets acquired through bank loans), it had little effect on 
the demand for loans or on enterprise saving. 
the added interest cost could generally be assed on through 
price increases (due to the sellers' narket F and the financial 
need o f  the enterprises overwhelmed the incentive to save. At 
the sane tine, the banks did not really have to apply commercial 
criteria to loan applications, because there was little thret%t 
of loss Îrom repayment failures the budget either absorbed 
the losses or subsidized the enterprises that were in financial 
trouble. As ever, the fear of the social and political 
consequences of  letting firms go tlbankruptlt, ensured that there 
was little restraint on the issuing of credit. Also, given 
the pressures by other various groups, notably central and 
local authorities, also to increase their investments, the 
result was a heavy excess demand f o r  capital. 
developed; 

45. 
leapt by a third in 1969, znd as this coincided with a similar 
increase in State investment, the market rapidly became 
overstrained. 
preparation, and of too uneconomic a nature, and the National 
Bank and sectoral Ministries were less vigilant than they 
should have been in arrestLng such schemes at the outset. 
The problem was also distorted by the system of  prices.and 
subsidies in force, which did not always enable realistic 
assessments of capital return to be made. The inflation in 
industrial prices accompanying the boom and the coming into 
operation of the NICM led to a great increase in investment costs, 
and the artificially l o w  cost of labour (czused by severe wage 
restraint) encouraged managers to build new plants using mare 
manpower and existing technolo,v, rather than to modernize 
production processes, OP develop new poducts. Expansion of 
plant capacity seemed to promise a larger scale o f  production o r  
bigger volume of profits. Consequently, the volume of unfinished 
capital proJects increased dramatically, completion periods 
lengthened, and ordinary reconstruction tended to be neglected. 

An important reason seems to have 

The result 

This was because 

A boom rapidly 

Outlays of funds by enterprises and co-operatives 

Too many schemes were started with too little 
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46, The imbalance in supply and demand for investment Bunds 
was pzrticularly bad in 1970, when the volume of enterprise 
investment again rose very sharply, and the final volume of 
investments exceeded the plan by about 20% 
fnvestment outlay in the social sector increased by 12% and, as 
b 3970, most of the increase was accounted for by the 
enterprises, rather than by the central authorities. 
led to increasing enterprise budget deficits and spiralling 
inves-hent costs: between 7968 and 1971 construction costs rose 
by 2504 t o  3O%, while the cost of related technology-rose by 40% 
to 509s. Consequently, the Government intervened at the end of 
1971 to control the situation. Investment in the social sector 
for 1972 was fixed at the 1971 level, that is about 106 billion 
forints. 
State investments planned by the Government for 1972 were reduced, 
and the investments of enterprises and industrial co-operatives 
were cut by 2 billion forints below the 1971 level. It was 
planned to effect this by a reduction in the segment of the 
development fund which could be formed out of profit, restrictions 
on barils credit were tightened, and the credit ceiling was fixed 
below the 1971 level. In addition, enterprises undertaking new 
construction projects had to set aside 20% of the construction 
cosks as an obligatory reserve. The idea was that under such 
circumstances ft woeold be t o  the advantage of the enterprise 
to nodernize rather than build - a weakness of the investment 
boom noted earlier - as modernization projects did not require 
the 20% desposit. 

investment, The final figure for investments (in constant prices) 
was 2% below the plan figure. 
amounted to 103 billion forints, compared to 100 billion in 1971 - 
indicatiag a significant increase in building costs. 
while in the previous 3 years the proportion of total investraent 
financed by enterprises and co-operatives had increased (from 499; 
in 1969 to 54% in 1970 and 5% in 1971), in 1972 it decreased some- 
what. In fact in 1972, the amount of enterprise and co-operative 
investment (in value terms) decreased by 346 to 446, while central 
investment, on the other hand, rose by 10% to 12%. The controls on 
investment continued to make themselves felt in 1973. 
enterprise managers have complained that investment has now become 
a little too difficult, As activity-on large Government projects 
appears to have increased in 1973, the comparatively l o w  
level of investment spending seems to be due entirely t o  restraint 
on the part of enterprise managers. The combined effect of the 
investment deposit scheme, and the burden of the 1973 specisl 
wage increases seem to have proved more effective in limiting 
investment, than any official sermon against extravagance. The 
investment boom was probably a unique occurrence. As pointed 
out it had happened more from a miscalculation of profit levels 

Then in 1971, 

All this 

In order t o  achieve this the number of large individual 

47. The measures were successful in limiting the growth o f  

In current prices investment 

Moreover, 

Indeed, 
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and a resulting conr%sion (as illustrated by the subsequent 
revisions of the investment figures for 1968) and a failure to 
apply the appropriate controls by the central authorities, 
rather than an actual lack of controls in an institutional sense, 
Once action was decided upon it was relatively easy to assert 
this basic control, 

k-8. -Nevertheless, the Hungarian Governent seem to have 
no desire to repeat the experience, and ara apparently 
determined to maintain for the time being at le2s.t; the fu l l  
rigour of the various administrabave and financial sanctions 
introduced, 
Government adopted the findings of an investigation of enter- 
prises handling of investiilents since 1968. It found that on 
the whole, the hanàling o f  many iiveslment decisions on the 
utilization of  f u n d s  in a responsible wsy, B u t  it criticized 
them f o r  inadequate prepzration and assessmnt of proposed 
development projects. It concluded that wWle enterprises 
were t o  retain their decision tatring rôle preparatory work for 
investments was t o  be improved and that "this and its 
implernentation" had t o  be controlled to a greater extent by 
supervisory bodies, Effect was given to this conclusion at 
the beginning of March, when the Council of Ministers passed a 
resolution on enterprise investment, which laid down guidelines 
on the kind of  preparatory work that firms should undertake 
in connection with their investments. 
obligatory determination o f  the g o d  to be achieved by the 
investnen-t, t h e  relation of this goal to the national economic 
plan, and why it was considered tiuely, 
was to include a careful financial plan, and the cost of the 
investmeat - takirrg into account expected price movements - and 
the sources from which it had to be financed hac? to be stated, 
The decision to approve t'rie investnent was to be left to the 
general manager of the enterprise, II the enterprize wanted 
il State subsidy or credit t o  supplement its own resources, a 
"basic document!' had- t o  be dram up on the preparatory work, 
This investment document became the main document for the 
approval of  the investment and a. prerequisite f o r  all investments 
which required a State subsidy o r  bank credits, as w e l l  as 
investments financed by enterprise funds, if the investment 
was a Liajor one. 

For example, at the beginning of 1973, the 

This included an 

The preparatory work 

49. It is difficult t o  assess the extent to which these 
resolutions represented a retreat from N I N  principles. It can 
be argued that these Ijleasures lîave reduced %he independence of 
enterprises and mean a step badward. in the field of reform, 
but there is no doubt that betweer! j968 a d  1972 the authorities, 
especially the industrial brznch NLnistries, surrendered to the 
enterprises their r61e in controlling, inforuiaing and guiding to 
a greater extent than was desirable or even intended, riven the 
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original reform did not want to carry enterprise independence to 
the point where the regulating activity o f  the central 
authorities was pushed too far into the background. 
altliough they were being imposed as central directives, they did 
not, for the most part, represent direct interference in the 
details of the enterprise operation, and Ynus do not seem to 
be a return to an administratively runs or command economy. 
However, if these measures are considered together with the 
other restrictive measures taken in the fields of wages and 
prices, then a different emphasis could emerge. It is perhaps I 

interesting that the solution to the investment problem was 
found in more central control, rather thanestabiishing more 
effective financial controls in a "market'* sense. 

Moreover, 

- 

50. The NE24 set up four categories of prices: officially 
fixed, maximum prices, prices allowed to fluctuate within limits 
set by the State, and free or non-official prices. 
categories included 70% of domestic raw material and semi-finished 
product prices; 60% of agricultural prices, and 50% of consumer 
goods prices. The latter was intended to protect consumers 
against any deterioration in the standard of living, and as 
only 23% of consumer goods actually had free prices, the 
situation was not greatly different than before the NEH. 
Consequently, tne State retained extensive control over relative 
prices, and social, rather than economic considerations continued 
to play the major r81e in price formation. 
Hungarians were aware that the evolution of a more rational 
price structure, adequately reflecting the conditions of supply 
and demand, was vital to the long-term success of the NEIL The 
restructuring of the system was to take a long time, the Hungarians 
speaking o f  at least I O  to 15 years to evolve a viable system, 
which also indicated that the NEM was to be thought of as a 
similar long-term undertaking. 

to a l low some enterprises t o  fix the prices they charged other 
producing fims - with the exception of  prices for most raw 
materials, which continued to be set by the State, Because of 
the absence of any real. conpetitive elenîent in the Hungarian 
economy, this inevitably had the effect o f  allowing some firms 
to act as monopolistic sellers and increase prices at w i l l .  
prices were passed on where possible by the purchasing firms, 
generating a strong inr2ationary trend with industrial producer 
prices, and allowing these firms t o  build up large profits. 
result, a substantial proportion of these profits stemmed from 
price increases that could not be justified, or could be justified 
only partially, by the modernization or greater quality of the 
product manufactured. Where supply and demand were roughly in 

The first two 

Nevertheless, the 

51. The major innovation in pricing policy was the decision 

These 

As a 
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balance, this tendency to raise prices was held in check, but 
where there was a monopolistic supply situation, or where demand 
exceeded supply, prices rose sharply. This was particularly 
true, for exanple, of the capital goods industry, which faced an 
enormous deferred deuand, This was serious, as capital goods 
were vital for the technical development of Hungarian industry, 
and teehical developuent was a major aim of the NEM. 
of the high cost of capital goods, and the artificially low cost 
o f  labour labour intensive investment remained more attractive 
than capital intensive investment, 
nany enterprises of large additional funds due to price 
increases was a major contributing factor of the investment boom 
which followed in the years ahead. Clearly, the Goverment had 
not eqected enterprises to increase their prices quite to the 
extent that they did, and in turn 
underestimate the amount of  additional funds that became 
available for enterprises t o  invest, 

On the other hand, while enterprises able to raise 
prices reaped windfall profits, other enterprises, whose prices 
were fixed by the State, or which enjoyed a lesser degree of 
monopoly (and many large State firms were in the first category), 
suffered losses, In order to eliminate t h i s  discrepancy and to 
prevent bankruptcies, the Government taxed the stprof itable" firms, 
and subsidized -the 9.1nprofitable~~ ones. ( O n  top of this, the 
State often had t o  subsidize consumer industries in order to 
prevent the higher prices from being passed on to the general 
population,) As a result, "profitable1* fims paid bonuses to 
management and workers from the profits which remained after 
taxes, whereas %nprofitable" enterprises often paid bonuses 
out of  fictitious profits created by the State subsidies. 
distinction m s  made between the bonuses paid in the two types of 
fims, the bonus system failed t o  perform its intended function 
o f  rewarding economic efficiency, 

The meeting of the Central Cornittee of the HSWP in 
November 1972 adopted several. measures which tried to deal with 
these problems, For example, an important aim of prices under 
the NETJL, had been to bring the level of agricuituraï prices 
slowly into l ine  with indust-riâl prices, Since 1968, central 
procurement prices for various agricultural products had been 
raised considerably, and output had significantly increased as 
a result. But it was a l s o  the Government% intention that the 
general public should becorne accustomed to paying higher prices 
as well, and accordingly a decision was taken to increase the 
prices of dairy products and meat, 
with in more detail in the section on Agriculture,) A decision 
was also taken to increase the prices o f  cigarettes and spirits 
15%-2598, chiefly to be able to finance the central. wage increases 
that were decided on at the sane meeting, 

But because 

Noreover, the creation by 

this led the Governnent to 

52. 

As no 

53. 

(This decision is dealt 

But besides zctual 
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price increases, several measures were also adopted on pricing 
policy itself. 
control, including t he  compulsory reporting (and justification) 
in aüvance of price increases, the raising of the proportion of 
"tiedl1 prices in the building industry to go%, and extension 
of the use of contractual prices in the largely free producer 
price field, and an undertakug not to increase the prices of 
basic goods or the proportion of free prices before 1975. Later 
elaborations of the Govemmentts new price policy showed that it 
also included a new method of calculating free-prices,- a more 
precise definition of "un ust" profits, and greater powers for 

obligation to harmonize the activities of the Ministerial and 
local council price control authorities. 

was represented by the ban on any further rise in basic fixed 
prices or any extension of the free price range until 1975. 
was later revealed that the Government intended to hold down the 
increase in the average price index in 1974 and 1975 to 2% per 
annum, compared with 3.656 in 1972. 
since there would be no more central price increases, free prices 
would be allowed to continue to rise at more or less the same 
rate, and by implication, their scope, while still comparatively 
narrow, would not in any significant way be restricted further. 
There was also some economic justification for the move to tie 
more prices by contract in the largely "freeq1 producer price 
field. 
in certain branches in 1972, e.g, 6,796 in the paper industry and 
6.2% in the electrical appliance industry, and coupled with lax 
contract discipline this amounted to an unfair burden on those 
enterprises, many of them large exporters, who were dependent on 
a wide range of semi-finished products. 
introduction of such a system can only entail a limitation on the 
extent of free price formation in this area, and its successful 
enforcement will involve some kind of administrative control, 
Similar considerations a lso  attach themselves to the decision to 
introduce stricter rice control, It is unclear what the new - 

price control and reporting-of price increases will in practice 
probably mean that most enterprises will face a price audit once 
a year, and that prices charged by private craftsmen will also 
be checked, penalties being imposed in cases of excessive 
profiteering, 

55. 
in a Council of Mnisters resolution issued at the end of June 1973, 
Applying only to free price products and services, the decree 
makes enterprises and co-operatives subject to prosecution "if 
they make profit by methods contrary to the principles of the 
socialist economy", such as abusing a monopoly position, 

Among other things, these involved stricter price 

the National Materials an d Price Control Office, including the 

54. The clearest restriction on further price rationalization 

It 

This statement implied that 

There had been some notably sharp rises in the price level 

Nevertheless, the 

methods of calculat P ng free prices will involve, but the stricter 

The precise definition of tknJust profits" was embodfed 
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marketing inferior goods without comparable price reductions, 
not passing on lower material costs, increased subsidies etc,, 
Other instances are given, but the decree is loosely wordedp 
probably because the Government does not want to inhibit those 
firms producing free price goods, from making necessary or ttfairtl 
price increases, and thereby discouraging them. from making 
.%?x~ox~t$o-ns, or possibly causing then to stop production of  a 
particular'line altogether. This awareness of the need to 
leave firms some room to manoeuvre in price adjustments, means 
that the legislation can only be judged by the practice of  it, 
and this remains to be seen, Probably there will be stricter 
control in connection with free price products, and enterprises 
will be careful not to attract attention from the consumer or 
the authorities, by making excessive price increases. But it 
would be an exaggeration to suggest that the decree is aimed 
at curbing enterprise independence, Rising prices, inequalities 
of income, and conspicuous consumption by a few members of 
Hungarian society, have inevitably aroused a certain amount 
of resentment and ill-feeling among the less well off 
industrial workerse 
element of propoganda value. It pro-ides the Government with 
a weapon it can use to ward off this resentment by making a 
number of  exmples for example, The possible nature of the 
measure as a public relations exercise 2s a l so  interestingxy 
marked by the provision in the decree that the trade unions 
are among the bodies that can initiate a prosecution under the 
legislation, 
funds to offset any major world market price increases which 
might threaten to raise the level of domestic prices above the 
planned 2% increase, but it stressed that these reserves would 
be used with the greatest circumspection, 

these aodifications of  price policy to the future of the NEM, 
Despite an m u a l  20,000 million forints sF=ent on price 
subsidies, the Government's official aim i s  still to evolve a 
consumer price system proportionate to value, However, the 
Goverment have a l s o  admitted that the implementation of this 
decision is proving to be much more difficult than had been 
imagined, and that its attainment will still take Ittwo or 
three" plan periods, Moreover, it does seem clear from the 
foregoing analysis, that the problems encountered by the 
Goverment in easing price control were greater than they had 
expected, and that they have been obliged to put a stop to its 
further development in the immediate future, i.e. until 1975. 
It is t o o  problematical to predict what will happen after 
this date, but it remains true that the GovernmentPs decisions 
in this field will determine %he whole course of the NEN, 

Consequently the decree has a considerable 

The Government a lso  revealed that it had set aside 

56, It is difficult to assess the f u l l  implications of 

M* N A - T  O C O N,F I D - E N  T I A L  
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EARNINGS 
57. Between 1955 and 1977, average monthly earnings in the 

socialist sector by workers and employees (largely identifiable 
with administrative and clerical staff), virtually doubled from 
1,125 forints per month to 2,200 forints per month - o r  by about 
496 per mum. However, the rate of increase varied considerably 
during the period concerned - it was about 6.5% from 1955 to 
1960, about 2,396 from 3960 t o  1965 and 4.2% from 1965 t o  1970, 

The rate of increase also varied-considerably from one 
sector of the economy to another (notably between agriculture 
and industry), within individual sectors, i .e .  from one industry 
to another, geographically îrom one area of the country to 
another, and also between the co-operative and State sectors, 
Indeed, the variation has been so great that the overall pattern 
of earnings has significantly altered. T h i s  can be shown 
graphically as in Chart F or by the table G below, The striking 
feature of these diagrams is the way in which the average 
industrial wage has fallen frorri a position of pre-eminence to one 
of relative inferiority. The table shows that in 1955 industrial 
earnings l e d  the field, being some 7% to 8% ahead 0f the social 
sector as a whole, and as much as 30% higher than the State 
sector of agriculture, In 1960 wages in the construction sector 
equalled those in industry, but the two were still well ahead of 
the rest of the field. Then the transport sector drew leve l .  

Developments have been even more striking since the 
introduction of the N E M  in 7968, when industrial wages actually 
fell below the average of the sccialist sector for the first 
time, and wages in State agriculture leapt ahead to bring this 
traditionally lower paid sector ahead of industry. 

sectors are compared from the point of view of average monthly 
income deriving from the employer, this quantity being largely 
composed of earnings, and receipts from the profit participation 
fund, indeed in some cases, i.e. with respect t o  State agriculture, 
the difference is, if anything, slightly increased. 
factor  which is likely t o  have prejudiced the position of 
industrial workers is the steady rise in prices 
seasonal foodstuffs under the NEP?, which naturafly has less 
effect on the partly self-supplying peasantry, 
when income is considered froiïi the point of  view o f  earnings 
plus social insurance benefits that incorne differentials are 
sonewhat reduced. 

58, 

59. 

60. Nor does the picture appear to alter essentially if the 

Another 

particularly of 

It is only 

N A T O  C O N F I D E N T I A L  
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61 , There has also been some change in income differential 
between the State and the co-operative sectors. 
between 1968 and 1971, average earnings in the State sector 
increased by 1698, and 19.7% in the co-operative sector, In 
respect o f  total income derived from the employer, the increase 
was 18,396 in the State sector a d  24.7% in the co-operative 
sector, 
State and co-operative sectors increased by about the same 
proportion between 1968 and 1971, the total income of workers in 
the co-operative sector increased somewhat more, 
possible that the available figures understate the increase of 
earnings that has occurred in sone co-operatives.) 
argued that the level o f  average earnings in State industry is 
higher than in the co-operatives, However, this ignores the fact 
that the structure between the two is also very different. State 
industry, for example, covers a much wider range o f  incomes than 
co-operative industry. For instance, it is boosted by the 
exceptionally high wages earned by large numbers of workers in 
the mining industry, 
in light industry, on the otheii hand, have been well below this 
average, Again, no general statement can be made about income 
trends in Hungary without some mention of the great regional 
variations which still exist under the mN, 
avera e real income per capita was 22,190 forints in Budapest, 

16,626 forints in Hajdu-Bihar, Szzbolcs-Szatmar and Szolnok. 

NEM, The geographical variations mentioned above obviously 
existed long before the NEPI, as did, for example, many of the 
variations in industrial wages mentioned above - the mining 
industry has been in a position of  wage superiority for years, 
What is true is that in any country with a traditionally centrally 
planned economy, heavy industry tends to be favoured more than is 
economically justified in comparison with other sectors of the 
economy. 
inefficiency and "feather-beddingg!, such that when controls are 
eventually removed o r  relaxed, other sectors of the economy tend 
to move ahead faster than previously. 
industrial inefficiency becomes much more obvious and difficult 
to justify than before. 
beneficiary of Comunist society - the worker in the large State 
enterprise stands to lose Tilost, or gain beast, from any 
relaxtion of central control. 

example, where relaxation has gone much further, far wider 
differentials have appeared between various sectors and a great 
deal of corruption and profiteering has a l s o  developed. 
Yugoslavia is, o f  course, an extreme example, but in comparison 
vith other East kiropean countries, the process of relaxation of 
control in Hungary is quite considerable, Consequently, the 
problems of income differential have also arisen in a rather more 
acute form, 

For example, 

Moreover, while average earnings of workers in industrial 

(It is also 

It can be 

Earnings in the iron and steel industry and 

For example, in 1971, 

19,TI fi forints in counties Bekes and Csongrad, but only 
62, These variations are not necessarily a result of the 

It ther2fore builds up a great deal of subsidized 

At the same time, existing 

The result is that the traditional chief 

63. Rone of this is specific to Hungary, In Yugoslavia, for 
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64. As a result, the worsening position of industrial 
workers vis-&-tris the rest of the community became a topic of 
increasing concern during 1971 and 1972, and an important weapon 
to the conservative opponents of the NEM. Finally, at the 
Central Committee meeting of the HSWP on 20th November, 1972, a 
series 02 measures were adopted aimed at redressing some of the 
imbalance. The main measures, which became effective in 
March 1973, were: 

A central w a  e rise o f  8% on average for industrial 

the normal yearly increase. 
workers and 8 % for bui-lding workers- over -and- above- 

A strict differentiation in the distribution of  pay 
increase S. 

Drafting a table of wages f o r  skilled workers and 
specialists to be applied on a national scale. 

The abolition of regulators tying wages to profits 
in mining and the power industry. 

Experimental introduction of "wage mass1' taxation 
system in some branches. 

The idea of the central wa,,ze rise for industrial workers 
was to-help State controlled industry: in general, and the large 
enterprises in particular, to make up the ground they had lost 
as regards wage levels vis-bvis the co-operatives and private 
industry, 
away from the latter branches, or force them to take on 
heavier financial burdens if they were to go on offering 
preferential wage rates, 8 s  co-operatives carrying on industrial 
type activities would not qualify for the central wage increase. 
The increase was also aimed at redressing the differential that 
has grovm up between agricultural and industrial workers, 
example, the Government indicated that the industrial wage 
rise should, even taking all other factors into consideration 
such as cost of living differentials, mean a considerable increase 
in real income among working class families, whereas agricultural 
incomes would depend more on production resuits and the luck of 
the weather. Although some agricultural price increases should 
ensure that agricultural incomes do not stagnate, it seems likely 
tha-t at least in 1973, the recent tendency for peasant incomes to 
rise faster than those of industrial workers will be reversed. 

The wage increase was also to be applied selectively, 
or with strict "differentiation". Interestingly, the principle 
of differentiation itself was one which is basic t o  the NEM and 
often by no means popular either with the conservatives or with 

The aim was either to divert the flow of labour 

For 

66. 
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the workers themselves, It meant t ha t  within the wage increase 
of 855 and 6y; f o r  workers enployed i n  the State industries and 
building industry respectively, the wages of ski l led workers 
and Toremen increased by 10% and 896, i.e. above the average, 
w h i l e  the increase f o r  ancil lary and semi-skilled workers was 
considerably less. 
%nfavourable~l conditions o f  work. 

The policy w a s  also t o  favour those i n  

67. Officially,  the Government bore 60% of  the t o t a l  cost 
of the wage increases but i n  practice, their  contribution 
appears t o  have been l e s s  i n  the way o f  a s t ra ight  forward 
subsidy, than a waiver of a proportioii o f  t h e  p r o f i t s  tax on 
enterprises, Fims were warned not t o  pass on any burden i n  
the form O€ price increases, and t o  meet the cost by improved 
labour distribution and organization, The Dfficial Government 
l i ne  was t ha t  of  the t o t a l  extra wage €und, 30% should be 
devoted t o  ensuring a basic r i s e  of  8% f o r  ski l led workers and 
4% fo? other workers, while the remaining 2096 was t o  be granted 
on a d i f fe ren t ia l  basis, with preference being given t o  workers 
o f  good calibre,  and those engaged i n  d i f f i cu l t  work. The 
l a t t e r  payment brought the overall increase f o r  ski l led workers 
t o  the 10% figure mentioned above and 5% f o r  other workers. 

The Central Committee issued a communiqu6 i n  June 
saying tha t  the March central  wage increases had been 
nimplemented well". A f t e r  being combined w i t h  the normal 
annual wage increase of about 456, no-one should have received 
l e s s  than a IO$& increase. The level of the  statutory wage r i s e  
was i t s e l f  as  high as I O o / e ? 2 %  i n  the case of women, s h i f t  
workers and others doing heavy physical work - as was intended. 
While there are  st i l l  many complaints that income differences 
are s t i l l  t oo  marked, the Government does not seem disposed 
towards any further statutory intervention t o  preserve 
industrial  working class in te res t s  i n  the near f'uture. The 
Goverment has pointed out tha t  already i n  1972, private ar t isans,  
who constituted only 5% of  the tac-pying population, had paid 
4070 of  a31 t a e s  collected, and has intimated tha t  any special  
increases i n  wages w i l l  be for c i v i l  servants and research 
workers i n  1974-1975, Most interestingly perhaps, has been the 
rejection by the Governmen-k tha t  incomes earned from "second 
jobs" (an inportant source of money f o r  m a y  f an i l i e s  i n  
Hungary) were unjustified per se. This would seem t o  confirm 
tha t  the March wage r i s e s  were a t  l ea s t  intended as a once- 
for-all  neasure, and strengthens the impression tha t  they may 
have been t o  sorce extent a concession t o  working class forces. 

68. 

N A T O  C O J F I D E N T I A L 
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69, The new national wage scale f o r  skilled labour was 
specificaïly designed to narrow down the opportunit 

connection between wages and enterprise profits was to be 
eliminated in coal mining and Fn the electric power industry. 
T h i s  regulation was evidently Justified by the fact that these 
two industrial branches market their products or services at 
fixed prices, and were unable to meke profits that would eaable 
t'lem to provide wage increases - although miners? wages appear 

for local 
variation in wages, while, beginning in 1973, the c P ose 

to be unJustifiably high already. - - - ~ -  

70. Finally, as an e,qeriment, the wage - mass system - 
designed to stimulate greater economy in the use of labour - 
was to be introduced in some enterprises. It was to take the 
place of the "average wage level system", under which enterprises 
pay very high progressive taxes on every percentage wage 
increase above an indicated level fixed by reference t o  the 
average growth in per capita wages and profits. 
unfavourable to enterprises planning a reduction in the work 
forces. 
for sone time at State farms and some State service enterprises - 
for exanDle forestry, 
is that taxes wiz1 be paid primarily on Yne total wage volume 
(or fund) instead of on the per capita or average wage level. 
Its intention is to penalize mancgers f o r  ayay gross increase 
in wages regardless of the development of profit, so that it 
is against his interest to take on more employees, even at a 
less than average wageo 

This wôs 

The new system is one which has already been used 

The main features o f  this complex system 

71* The statutory wage rise represents a fairly clear case 
of central action being taken t o  renedy disproportions thrown up 
by the working of the NZ24, as does the introduction of the 
national wage scale for skilled workers and specialists. 
action does not, however, imply a resection of the mechanism 
as a whole. As previous1 argued, the development of income 

and the more it is relaxed, the bigger these sfdisproportionst! 
will be. 
these disproportions by re-establishing former central control, 
or modifying the mechanism sufficiently to cope with these 
disproportions and thereby enable most of its essential features 
t o  be retained and perhaps extended at a later date. 
Hungarians have chosen the latter alternative, modifying the 
mechanism where social conditions demand it and in future any 
economic %efornft will have to tread carefuhy in order not 
to antagonize the traditional interests of the industrial 
worker. 

Such 

disproportions is inevita i l e  when central control is relaxed, 

The problem then becomes one of whether to remedy 

The 
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PLANNING 

72, During i t s  December 1972 session, the  National Assembly 
adopted a new l a w  on national economic planning, According t o  
the Hungarian Constitution "the economic l i f e  o f  the Hungarian 
Peoplews Republic i s  deternined. by tlie State  national economic 
plansq, but u n t i l  the  Decenber law was passed, there had never 
been any codified regulation on planning i t s e l f ,  i t s  method, 
policy etc,, ûnly  inùividual national economic plans had 
been enacted, The December law tuas, therefore, the f i rs t  
legal s ta tu te  t o  regulate planning i t s e l f , .  i t s  system, the r81e 
and responsibil i ty of  individual organizations, and t o  define 
the sphere of jur isdict ion with regard t o  planning, 

73. To 8 large ex tmt ,  the regulation o f  the planning 
system had been made necessary by the introduction o f  the NEN 
i t s e l f ,  and it i s  iuportznt t o  remem5er that the need f o r  the 
new law was first e>qressed 8s early as 1970, when the horizons 
f o r  the NET4 were comparatively trouble free. 
Government had always emphasized the importance o f  the  Plan, 
both as a ref lect ion of the social  ownership of  the means of 
groduction, and of the lack, or extreme d i f f icu l ty  i n  evolving, 
any other way of exercising co-ordinated central  direction over 
economic l i f e ,  assming that sage kind o f  direction must be 
retained for reasons of development and s tab i l i ty .  
Five-Year and ûn+Year Ptûns  hzve continued t o  be regular ly  
produced since 1968, and contain roughly the same data as 
previously. 

The Hungarian 

Consequently, 

74, It i s  only possible t o  give a very short  description 
O?" the general changes -to the  planniylg system by the NEM, and 
the many adjustaents which have been nade since then, 
the respects i n  which planning excerience has changed: 

Briefly, 

(a) instead of  highly detailed plans, the  content of: plans  
cane t o  depend on the i r  function, Long-term plans 
(10 t o  I 5  years) now outline the basic objectives of 
policy relat ing t o  internetional re la t ions,  l iving 
conditions, and economic development i n  general; the 
mediw-tera plans (5 years) contain idelines for 
growth and indicate manda-kory tasks K e g .  i n  investment) 
for the five-year period, while the shorhterm plan 
( 1  yerr) has a more f lexible  nature, Apart froïn 
defining the obligatory developments f o r  i t s  particular 
year o f  the  Five-Pear Plan, it provides o p - o r t m i t i e s  
f o r  modifying the loi.l,ger te rn  plans and introducilng 
policy changes (eGg. the revision of investment 
ta rge ts  i n  '1972). 

-33- 
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(b) The quimtitative directives of the  Plan are now 
generalized and not broken down into detailed targets  
f o r  each enterprise, 

In certain areas quantitative directives have been 
replaced by directives specifying the kinds of  
economic regulators which should be employed (i.e. prof i t  
and vmge) t o  achieve the same results as by direct  
control. 

(c) 

(d) The State  monopoly of planning has been broken by 
allowing enterprises, co-operatives and- coUncils t o  
d r a w  up plans of t h e i r  otm. It is a function of the 
respective fan is t ry  t o  ensure that the plans of the 
enterprises i-i; is responsible for ,  are within the 
frmework of  the general planned economic policy. 

75. Because of these changes, the o l d  foras of  detailed 
quantitative targets ,  enforcement and implementation became 
obsolete, and a t  the same time, a number of uncertainties 
and ambiguities began t o  arise,  The new law on planning was 
a resgonse t o  t l i s  situation, 
reg is te r  i n  legal  terns  ail the changes i n  planning practice 
implied by the NZM, remove mbiguities,  and provide f o r  a 
more efzective and clear division o f  responsibil i t ies,  
i n  the event, the law was passed barely a month a f t e r  the 
publication o f  the 17th November commniqu6 O€ the HSWP 
Central Committee s o  it was inevitable that It should be 
viewed i n  t h e  light o f  t h e  other adjustments t o  the NEM system 
announced i n  the comuniqu6, 

76, The December law adwilbrates the three kinds of Plan 
mentioned above and clearly intends this system t o  survive i n  
the foreseeable f'uture. it makes the medium-tern Five-Year 
Plan Itthe roost important i n  the systematic construction of 
planning:', "the f'undamental. iastrument of systematic and 
purposeful planningiJ and it is the o n l y  kind 03 Plan which is 
enacted by t%e Rational Assembly, and which therefore has the 
force o f  law. Significantly, the  Plan l aw nakes it clear that 
" in  implenenting plan targets  it is mainly the method o f  
econornic regulation that must be utilized". The national 
economic plan must determine the  primary aspects o f  price 
policy and price regulation, regulation o f  credi t  policy, 
wage regulation, regional development The issuing o f  
concrete economic regulations is the perogative o f  the Council 
of Ministers, the competent sector ~ ~ n i s t e r s ,  and other 
organhations with a national sphere of jurisdiction. 

i t s  professed aim was t o  a t  l a s t  

But 

W T  N A T O  I A &  
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77. The specific rilanner i n  which the Plan law referred 
t o  the f a c t  that  plGan objectives must be irnplemented primarily 
by means of economic regulators can f a i r ly  be taken as a 
registering a d  agroving of  one o f  the most fundamental aspects 
of the NEM. The taw a l s o  registered approval of the present 
system i n  other ways. It did not endow the higher directing 
organizations w i t h  greater powers than they already had, and 
neither, did .It. -decrease the independence of the enterprises 
or  other economic organizations, Indeeü, t o  the extent t ha t  
"ce law gave actual expression t o  $he r61e, and underlined the 
necessity, 09 independent planning a t  enterprises, co-operatives 
and councils, it perpetuated an Wportant achievement of the NEPI. 
This WES even snore significant i n  that  such planning had often 
been d i f f icu l t  and many enterprises had often been l e d  t o  plan 
fa r  beyond their  neans, and the responsible Ministers had a l s o  
frequently failed t o  establish a proper system of co-ordination 
and advise during the planning process. 

78. Curiously, the Decenber law made no reference t o  the 
proposed. establislment of  a new plcuuling ins t i tu t ion  - "the 
State  Planning Comnitteegt which was announced i n  December 1972, 
and which was t o  F9colordlnate on a higher level  than hi ther to  
a l l  governmental ac t iv i t i e s  i n  re la t ion  t o  pïanning91. 
fact, the new Committee w a s  only se% up a t  the end of June 1973, 
replacing -Une Government's much brocder based Economic Commi$sfon, 
of which every Minister was a member, The Committee was headed 
by Gyorgy Lazar, who was also Chairman o f  the National Planning 
Office, the implication being th2.t the latter body might regain 
some of the power it had enjoyed before 1968. 
t ha t  the tasks O% the  new organization were t o  d i rec t  and 
co-ordinate more effectively the planning work of the National 
Planning Office, the  i4inistries, the local  councils ,, the  highest 
State  authorit ies,  t o  make proposals t o  the Council o f  Ministers 
on national economic plans and economic regulators, and t o  
exercise stronger control over  ir@ementation. In  addition, 
the Cowittee i s  t o  contribute t o  nore effective investment 
planning, co-ordinate the drawing up of the Sta-te budget and 
credi t  policy guidelines, and t o  bring these l a t t e r  two items 
in to  harmony with the national economic plan. 
party a d  Goverment control over  the s ï a i i i n g  process was further 
increased by strengthening the  r Q l e  of the Economic Policy 
Committee (attached t o  the Central Committee), so  tha t  party 
policy *lin connection with economic construction work, and the 
regional and coun 

"the Regional Zconomic Development Department" w a s  also s e t  up 
and attached t o  the Central Committee. 
Comiittee is not clear, but the  name implies that  the par ty  centre 
intends t o  exercise increased sujjervision over the economic work 
of  the large and industr ia l ly  well developed county and regional 
centres. 

i n  

It w a s  s ta ted 

A t  the same time, 

implementation o f  economic policy may receive 
a, uore inportant 3 r l e  than hitherto". Mother  department - 

The function of t h i s  
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79, Modification of the planning system continued with a 
resolution of the Council of Ministers at the end of August 1973, 
providing for two new kinds of control over enterprise activities; 
supervision by %ontrol agenciesf', and the creation of a new kind 
of internal control over the activities of the enterprise. 
duty of the controlling agencies is to see that central economic 
policy decisions are adhered to by enterprises and that centrally 
set targets are met, JWidently, this is to be achieved by 
checking on the progress of certain enterprises, preselected 
on the basis of  their poor performance, lack of innovation, 
excessive profits, etc,, Enterprise managers-ape-also to 
organize a new systern of internal control. Those who actually 
exercise this control are  to report their findings to the 
enterprise manager and are to be subordinate only to him. The 
internal controller is evidently to be some kind of enterprise 
trouble shooter - "the more important tasks .*. are to supervise 
the technological and economic implementation of the economic 
decisions, and in so doing to check on the use of the means of 
production, ... the work performed, and enterprise organization, 
to check on the tasks stipulated in the various plans .., n etc,, 

The 

~- 

80, Taken together, all these modifications to the planning 
systera mean that a significant chznge has taken place in the EJEM 
apparatus. But the implications are still Îar from clear, As 
usual in the Hungarian context, much more will depend on practice 
than on theory, It is obvious for exampleo that the terms of 
reference of the new State Planning Corilmittee give it great 
political power, and tht the other new organizations give the 
party and Government machines more political control over the 
planning systen, 
use their new powers in practice, 
Committee has now met several times, and discussed among other 
things, the clothing industry, but its wider powers st i l l  remain 
to be seen, 
no reference was made to it in the December planning l a w  - that 
th is  body might possibly be a kind of temporary body designed 
to deal with a temporary problem of co-ordination, as was the 
Cornittee that worked to control investments, However, it is 
also clew from the August resolutioa that the Government wishes 
to increase considerably the controlling activities of Ministries 
as wel l  as Ylze internal control of  enterprises. The question 

and whether it interferes with enterprise independence, 
case of internal control, this is probably unlikely, as the 
organization and direction 02 internal control a r e  the perogatives 
of the nanagcr of the enterprise. With regard t o  the control 
activities of the higher bodies, judgement is more difficult. 
The Government*s desire t o  have Ministries etc, exercise increased 
Control over enterprises obviously contains the threat of at least 
a partial return to centralization. 

Sut it remains to be seen how these authorities 
For exaxnple, the State Planning 

It should also be borne in mind - particularly since 

- 

arises as to whether this i s  contrary to the spirit of the NEM, 
. I  In the 

But it must be remembered, 

P ; I A T O  C O N F I D E M L I  A S  
- Z L  

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



M A T O  C O N F I D E N T I A L  

-37- 

that despite the eqansion of enterprise independence under 
the l\sETL-I, the régime have never renounced using central control 
as an economic weapon if necessary. 
post-1968 glanning system often led to insufficient co-ordination 
and exchange of information between the Ministries and their 
enterprises and this tms a situation which clearly needed to be 
remedied, As often happens in the Hungarian situation, the 
resolutions and modifications t o  the planning mechanism are 
loose and vaguely worded - deliberately so - and much depends 
on how actual practice develops before it cen be decided whether 
a real breech of NI34 principles has been made, 

It is also  true that the 

ASSESSMENT 

The NEl.1 has now been in operation for over five years. 
The mechanism has been attended with some successes - a slightly 
faster rate of growth of national incone, a better performance 
in the agricultural sector (arguably the major achievement of 
the NID!), an increase in industrial efficiency, etc. - but it 
has also encountered a number of deep rooted problems, which 
have slowly forced the Government to take a more interventionist 
r81e and draw back somewhat from the original FE24 principles. 

81. 

82.' The first decisive reassertion o f  central control was 
in June 1971, when the i*egulators were modified t o  curb excessive 
enterprise investment and to limit the mobility of labour. 
Despite these restrictions, investment spending in 1971 continued 
t o  be too large, and exceeded both the plan and available 
resources, Becase OS overspending, many enterprises went 
bankrupt and imposed a heavy burden on the State budget, which 
was forced to bale them out. In this respect the objective of 
closing unprofitable enterprises was not met, and State subsidies 
in 1971 arilounted to 53 billion forints, compared to 35 billion 
in 1968, Accordingly, further restrictive measures were taken 
at the beginning OP 1972, which involved a further partial 
reintroduction of central control. Investment expenditures for 
1972 were held at the d971 level; t f l e  share of investment linanced 
by enterprises was cut back, and a new State bank was set up for 
the purpose of handling the increased Government share of 
investment, 
outlays by firms was also extended. 
shortage of manpower, the 1971 restrictions on labour mobility 
were extended through 1972, and a concerted drive was launched 
to strengthen work discipline and to revive "socialist 
emulation!' the latter being a clear stop t o  the conservative 
elements in the Government, 

Restrictions on credit for additional capital 
As a result of the 
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83* The process of reimposing a lïleasur8 of centrai control 
reached its climax at the Central Committee meeting of the HSWP 
in November 1972, the provisions of which involved some kind of 
increased intervention in most economic sectors - Industry, 
investment, wages policy, prices etc., 
there was a limited, but nevertheless distinct drawing back from 
the basic principles of  the NEDï, in the interests of 
re-establishing certain social, development and even political 
priorities closer to the traditional node1 of a Communist 
economy. 
statements and speeches made earlier in the year, and the 
economic reasons f o r  them were generally sufficient in themselves, 
without looking for purely political motives or outside pressures 
to explain then. Moreover, it is a aistake t o  assume that the 
partisans of the NEp;i were automatically in opposition to changes 
in the mechanism, even on .the scale implied at the November 
meeting, The NEN was never intended to be a static and 
unchangeable system, and it had always been foreseen that 
considerable changes and modifications would be found necessary 
as time went one But there still remains the important point 
that solutions to these problems could have been found along 
amer lines, but were not, and that the solutions that were 
adoptecl were all concerned with re-establishing some measure 
of central control. in this respect, the November meeting 
definitely represented a compromise between the proponents of 
the NEM and their conservative critics. Wents since then, and 
particularly the subsequent elaboration of the Governmentts 
economic policy in Piarch, confirms this impression, Moreover, 
whereas many of  t h e  measures taken in 1971 and early 1972 to 
control the economy were cast in the lorn of modifying the 
regulators, many of the measures adopted since the November 
meeting have been more in the nature o f  administrative edicts, 
which have given a rather different "feel" to the general 
environment in which the W 4  now operates, 

As far as the future of the NEM is concerned, the 
crucial question is, of course, not so much what administrative 
devices are used, but the spirit in which they are applied: 
there is such a thing as intemention to end intervention, 
designed to clear the way for a more free working of "market" 
forces in the economy, and it remains to be seen to what extent 
the retreat from WP;I principles since 1971 has been a tactical 
move to preserve as much of the policy as possible intact, or a 
pemanent re-treat to traditional command methods of econoinic 
nanagement. The answer to this question may be more apparent 
as the outlines to the Plan period 1976-1980 become gradually 
available, and in particuiar, what refinements to the regulators 
are proposed, 

In all these measures 

Xost of the measures had been foreshadowed-in 

84, 
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85* Finally, the changing conditions and relationships 
within Eastern hWope have also had the i r  effect  on the NEM, 
and. w i l l  contime t o  do so  i n  the future, When the NEM was 
introduced i n  1968, the in temat iona l  s i tuat ion w a s  favourable 
f o r  such an undertaking. The Soviet Union had been involved 
with Qrel"ormsgt of i ts  om, and seemed well disposed towards 
the idea, and Czechoslovakia had already introduced i t s  !'new 
economic model", Since then, the general picture has changed, 
The concept of "integrationt1 within the CNEA has replaced 
f'reformtt as the dominant economic conceri and in te res t  of 
Eastern Europe, and the Czechoslovak reform has been eradicated 
by the Soviet invasion, 
Eastern Europe has tended -to favour the more mnservative 
sections o f  the I-ungarian Coriloliunis+ ?arty (ancl th i s  includes 
both the older t radi t ional  conservatives and what i s  called 
the %ew l e f t f f  among younger members) against the ltreformistBt 
elements, and corisequently truly radical measurcs seem f o r  the 
moment t o  be precludeü. While t h i s  remains so, the  main task 
of  the supporters of the )$EM will be t o  keep as much o f  the 
policy in tac t  =ci i n  operation as tipley em, rather than seeking 
t o  extend it, 

This changed pol i t ica l  c l ina te  Ln 

PART II: FOFil3IGN T W E  

W T -  POSITION 

such as Hungsry which has limited natural resources and a 
relat ively s m a l l  àomestic market. 
trade t o  the economy i s  i l l u s t r a t ed  by the fac t  t ha t  40% of 
Htuigary's national income i s  derived from trade, Exchanges 
wi-f;fi Eungaryt s trading partners have grown faster. tlm national 
income and a 1% grcwl;h i n  the  l a b t e r  has i n  recent years 
required a 2% growth i n  foreign trade, 
partners are  the Soviet Union, the GDR, Czechoslovakia, Poland, 
West Germany, Italy, Austriz, Yugoslavia, the United Kingdom, 
France and Switzerland, 
EUrope, Hungary l i e s  f o u r t h  a f t e r  East Germany, Czechoslovakia 
and Poland i n  t e m s  o f  t o t a l  foreign trade turnover: i n  1972 
it reached a t o t a l  of $5,926 uillion(i), The value o f  foreign 
trade per head o f  population is approximately $620. Over the  
las t  five-year p l a2  period ( I  966-1 970) t o t a l  foreign trade 

86. Foreign trade i s  par t icular ly  importûn'c fo r  a co-mtry 

The importance o f  foreign 

Hungal-yts nain trading 

Among the cow-bries OP Eastern 

- upier 

( ? )  Hun arian for in ts  converted -to US dollars a t  the  r z t e  
US $1 = for in ts  I 1.74 up t o  and including 1971 and there- 
a f te r  a t  the  rate o f  US $1 = for in ts  10.81 

o_A,?lo__ C O N F U E  N T I A L 
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turnover grew by 5976, tha t  is 9.7s/o per annm. 
rose 14% above the î970 level and i n  1972 it rose 8% above the 
previous year. 
f a s t e r  than exports L e ,  'by 64,596 compared w i t h  53.356 f o r  
the l a t t e r .  

In 1971 turnover 

W i n g  1966-1970, imports grew considerably 

87. The greatest  increase i n  trade turnover since 1965 has 
been with the  non4omunuiis.t; countries end t h e i r  consequent share 
i n  overall  trade 'has risen marginally, 
countFies has r isen 83.55'; compared w i t h  8O.lS6 f o r  Communist 
couiltries. In both sectors imports have shown the greater r a t e  
of increase. However, the patte,- has not been the same i n  all 
years and e .  o r t  gains contrary t o  espectation werë achieved i n  
1969 mainly30 non-Communist partners as  a resu l t  of favourable 
world market prices prevailing f o r  many lhngarian exports. 
Similarly imports  from these countries rose sharply i n  1970 t o  
assist an Elsnbitious $-onestic iavestment plan. 
during the first two years of the 1971-1975 plan period, trade 
has increased faster w i t h  C o m u n i s t  countries and exports rose 
faster than imports t o  both Communist and non-Communist partners. 

During the years 1966-1970 Hungary has had an unfavour- 
able balance of  trade w i t h  the exce?tion of a mal l  suplus i n  
3966 and a much l a r  e r  one i n  1969. 
for the period was # 92.4 million, 
Communist pax%ne-ss t o  the extent o f  $122 million but recorded 
a def ic i t  w i t h  non-Communist partners o f  $214 million. 
1970, the l as t  year of  the  plan period and again i n  I971 Hungary 
recorded sizeable def ic i t s  of  $186 million and $489 million 
respectively, ref]-ecting the overheating i n  domestic investment 
activity. In 1972 Elangary converted her 4971 de f i c i t  w i t h  
Communist countries into a large surplus OP $251 million and 
she managed t o  reduce her deficit w i t h  the West from $256 mi l l i on  
t o  5655 mil~ion .  

Trade turnover w i t h  these 

In contrast, 

88. 

Her cumulative de f i c i t  
She was i n  surplus w i t h  

in 

89. In 1971 exports rose by 8% despite vigorous domestic 
demand, bad crops i n  1970 and as regards cer ta in  products, l e s s  
fsvourable market conditions abroad, Imports rose 19% due t o  
combined impact of donestic and external factors. In particular 
a significant element causing the increase i n  imports was a 
heavy denand for capi ta l  goods, .Îar i n  excess of  the domestic 
supply. Agriculture called Tor much more machinery, f e r t i l i z e r s  
and fodder as the record level o f  pig population was being 
stabilized. 
over-iuport i n  large quantit ies fop stockpiling purposes as a 
heûge against anticipated price increases i n  raw materials and 
semi-finished goods. In 1972 the Hungarians made a determined 
e f fo r t  t o  res tore  the equilibrium; exports rose by 21% and.2076 
respectively t o  Comunist and non-Communist partners, while t o  the 
industr ia l  West they r o s e  by 229;. These r i s e s  were due largely t o  
above-plan deliveries t o  CPI'lER countries and higher priced exports 
t o  the West, 

In addition, EIungwian enterprises tended t o  
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TPcADE WITH C O l m I S T  COUhTRIES 

90. Comunist countries i n  1971 accounted for  68% o f  
Hungmian trade turnover, After the  USSR, the largest  partner 
was the GDR, followed by Czechoslovakia and Poland; these four 
countries accounted for 59% of t o t a l .  turnover. Trade w i t h  t h i s  
area since 3960 has increased a t  a slower ra te  than trade overall,  
although the  apparent slowdown i n  trade i n  1966 was largely due 
to-new prices introduced in to  intra-bloc trade which mused a 
re la t ive  reduction of trade i n  value terms, In 1971, Hungary 
had a surplus only w i t h  Poland, Plox-t'n Vietnam, China and 
Mongolia and her de f i c i t  w i t h  the sec%or overall reached 
$250,5 million, compared with 1965 when she recorded a surplus 
overall and with GDR, Poland, Czechoslovakia, PJbania, Yugoslavia, 
China and North Vietnam i n  particular.  Recent imports from 
more industrialized Communist partners represent an economic 
advantage t o  Hungary, since a surplus on bilateral account, 
which cannot i n  practice be transferred, represents an in te res t  
f ree  l o r n  t o  the debtor partner. 
Jaszos Kadar, Fock and Dr. Jozsef Biro t o  Moscow las t  Spring, 
it was agreed t o  revise upwards the yeslrrs estimates for 
Hungarian-Soviet trade. H u n & G ~  managed t o  achieve 8 surplus 
with Comunis t  countries o v e ~ ~ ~ f  Ln j97.2 and w i t h  all individual 
countries except Albania, the GDR and Cuba. 

Following the v i s i t s  o f  

TRADE WITH TH% SOVIET UNIOH 

91. 
accounting for 341: of  t o t a l  turnover i n  both 1970 and 1971 and 
35% i n  1972e Since 1965 trade has r i sen  by 960/;, 
the Soviet Union's share i n  Hungarian trade has fa l len  from 37% 
t o  i t s  present 3% 
the -,aeriod 1966-19'70 has given Hungary a small surplus overall 
of $58 million; th i s  was reversed by the  large Hungarian de f i c i t  
i n  1971 which amounted t o  $143 million, Nearly half of Soviet 
exports t o  3ungary comprise raw maberials and semi-finished 
products, The USSR i s  particul-a;.nly imi~orlant as a supplier of 
energy and i-aw materials t o  Hungary (see Table Vïï). 
Hunga-ryts impor ts  of cmde o i l  and petroleum products, i ron ore 
and p i g  iron, corne froïa the Soviet Union, as do a large proportion 
of her timber, phosphate fer-tilize-r swid e lec t r ic  power i i p o r t s  
and half her purchases OP coke, cotton and r o l l e d  s tee l ,  
Machinery and equipment are important Hungarian exports t o  the  
Soviet market and i n  par t icular  no to r  vehicles ( lor r ies  and buses), 
diesel  locomotives, comunicstions equipment and cranes. 
Soviet Union a lso  provides 8 stable  and unliinited market for 
industr ia l  consumer goods, phamaceulical products and agricultural. 
products, especially f r u i t  and vegetables; although the 
Hungarians profess t o  believe tha t  Soviet tolerance o f  second- 
class export goods i s  already beginning t o  reach i t s  l i m i t s .  

The Soviet Union is Hungwyts main trading partner, 

Since 1968, 

The pattern o f  Hungarian-Soviet trade i n  

Nearly a l l  

The 

- 
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N A T O  C O M F I D E H T I A L . ,  

TRADE WITH . W T m  EXJROPE 

92. The countries of  Eastern Europe now account f o r  some 
31% of t o t a l  Hungarian foreign trade turnover, 
the period 1966-1970 increased by 52%. 
expanded a t  a slower r a t e  than imports, 
increase has been i n  trade w i t h  the GDR. 
displaced Czechoslovakia as Hungaryis second major trading 
partner overall  and i n  the period 1966-1970 
8076, the GDR was followed by Bulgaria (+77%1 and Yugoslavia (-77%). 
V i t h  the GDR i n  particular Hungary's t r a& has grown because 
of the increase i n  co-operation and specialization in the 
indus t r ia l  sphere, 
Eastern Europe, machinery and equipment, bauxite and alumina, 
consumer goods, f r u i t  and vegetables. O f  recent years Hungary 
has considerably increased her exports o f  engineering products 
and componen"csp i n  return froil! Eastern Europe she receives coal 
and coke, copper, sulphur, basic materials f o r  the chemical 
industry, and engineering products chiefly from Czechoslovakia 
and the GDR. 

Turnover during 
Hungarian exports 
The most notable 

In 1966 the GDR 

turnover rose by 
, 

Hungary e,xports her t radi t ional  products t o  

TRADE WITH NON-COM4UNIST COUTJTRZES 

93. Trade w i t h  the. non-Communist partners since 3965 has 
been characterized by soue fluctuations,  especially i n  the r a t e  
o f  increase of  imports, Trade w i t h  t h i s  sector qccounted for 
32% of t o t a l  turnover, and of  th i s  80% is  w i t h  the industriaï  
F k s t .  
d e f i c i t  02 $214 a i l l ion ,  v i th  the non-Communist trade partners, 
Hungary* s leading Western partners ai-e West Germmy, I ta ly ,  
Austria, the United Kinedom, Switzerland and France, who 
together zccounted for &@i o f  trade within this  sector 
($1,135 million). 
and the United Kingdom decreased i n  1971 by 10% and 450 
respectively and i n  1972 it f e l l  b 28% with both countries, 
In 1971 imports from the industri  a i  West increased much fas te r  
than planned and earnings from exports actually.declined as a 
resul'c of  the economic slowC.own i n  Europe, In 1972 Hungarian 
inports from the West were cut dom and exports increased, 
sometimes on a dramatic scale, but t'ne year's trade account w i t h  
the  West still closed. with 8 def i c i t  of: $55 million. 

TRADE WITH DZVELOPINC- COURtXIES 

Hungarian trade and aid a c t i v i t i e s  with the developing 
countries continue t o  make slow if  unspectacular progress i n  most 
parts o f  the  world. During the period of the las t  Five-Year Plan, 
1966-1970, Hungarian trade with t h i s  are6 rose by 40% w i t h  imports 
increasin f a s t e r  %han exq~orts, Trade with this area accounts 
for some 09 t o t d .  turnover. Hungary's leading trade partners 

In the period 1966-1ç70 Hungary recorded an overall 

However Hungarian trade w i t h  both Switzerland 

94, 
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are India, Egypt, Pakistan and Brazil, (See Appendix IV.)  ’ 

In 1971 trade tmnover with th i s  sector actually f e l l  by 3% 
although Hwlgarian exports recorded B small increase of 3%. 
Hungarian trading a c t i v i t i e s  i n  the T h i r d  World are supported 
by the extension of medium t o  long-tern non-convertible currency 
credit  f a c i l i t i e s  t o  prolnote exports of Hungarian capi ta l  
equipment. 

95. in the Middle East, only two new credi ts  were 
extended during 1972: a s m a l l  $5 nillion credit  t o  South Yemen 
and $50 n i l l ion  t o  Iraq. 
part of a bloc operation involving the Soviet Union and several 
of  the East European countries, ‘Co help the I raqis  during the 
period when they were i n  dispute with the Iraq Petroleum Company, 
and able t o  sel l  very l i t t l e  of the o%l f rom the nationalized 
Mirlnzp f ie ld ,  
extensions of  $15 n i l l i on  i n  1969 and $30.6 million i n  1970: 
almost a l l  of these sums were made available t o  the Iraqi  
national o i l  industry for -t;echnical assistance, help i n  
exploration of the R u m a i l a  f i e ld ,  and for the purchase o f  
capital  equipment f o r  the national o i l  industry. 
of the credit  arrangements VIES that  Iraq could repay i n  o i l  
(oi-iginally 70% but amended i n  1972 t o  loo%), 

This l a t t e r  i s  interested as forming 

The $50 million credi t  followed ear l ie r  

A new feature 

96. Latin America also,  the B u g a r i a n s  seem t o  have 
nade efforts i n  a small way t o  increase the i r  aid and trade 
ac t iv i t ies  over the last three o r  four  years gar t icular ly  
i n  1970 and 1971 when small credi ts  usually 1915 n i l l i on  t o  
$?O million) were made available ‘Co about half a dozen of the 
South b e r i c a n  countries. These were mostly for the purchase 
of Hungarian railwzy and transport  equipment, and f o r  use i n  
development of  the mining industries i n  Chile, Bolivia and 
Peru, 

97. Hungerian i n t e re s t  i n  less developed countries 
elsewhere (Africa and SE A s i a )  was limited, and perhaps the 
only notable feature was that effor ts  were made w i t h  India i n  
the l a t t e r  part o f  1972 both t o  extend %he t o t a l  volume of 
trade and t o  extend the range o Î  commodities t o  be exchanged, 

98, Payments f o r  the greater part  OP Hungaryts foreign 
trade, that i s  with most Comunist and developing countries, are 
conducted t h o u g h  b i l a t e r a l  clezrirmg 8ccounts. 
IiiultiLatez-al partners accounts for only 27s; of t o t a l  trade, an6 
with these countries Hungary recorded a def ic i t ,  on v i s ib l e  trade 
i n  1972 of $58 million, compared with $215 million i n  1971, in 
the period of  the last  Five-Year Plan, the emulative d e f i c i t  
with these partners reached $65 million with a surplus only i n  

Trade with 

1 969 
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99. Nearly half Hungarian exports comprise machinery and 
consumer goods and the balance is divided almost equally between 
agricultxral and food products and semi-finished goods and 
components. Food and agricultural products figure prominently in 
exports to the Industrial West and due to the growing amount of 
industrial co-oseration between Hungarian enterprises and Western 
firms, there has been some increase in e-xport of engineering 
goods t o  these countries, Of Hungaryrs total imports, over 50% 
comprise fuels, raw materials and seni-finished products 
from Ccll;uaunfst and n o n - C o m i s t  partners, but very l i t t i e  Riel 
or electrical energy cones from non-Comunist countries. 
is a net importer 09 Fuels, raw materials, machinery and transport 
equipment and is a net excorter o f  industrial consumer goods and 
agricultural and food products, 

T OURZSM 

in the nunber of foreign visitors t o  EIungary which is shown by 
the following figures : 

both 

Hungary 

100, In recent years there has been a substantial increase 
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The number of visitors from non-Communist countries has more 
than doubled in the period 1965-1972, but this was less than 
the increase in the number of visitors from Cormunist coun-tries. 
The number of gtguest days" - an indicator of tourism earnings 
has continued to rise creating a favotlrable trend in convertible 
currency earnings, 
a rise both in the proportion of. %ore demandingfv American, 
Swiss and West G e r m a n  visitors and at the same time in Hungarian 
hotel, restaurant and other prices. Net convertible foreign 
exchange earnings from tourism in 1971 are estimated to have 
been in the order of $43 million and last year they nay have 
risen to $46-9148 mkllion, The fQui-es for 1971 are reinforced 
by statements made by the Hungarian Minister of Home Trade and 
Chairman of  the National Colmcil f o r  Tourism, who said that 
revenue from non-Communist co-mtries was $55-$56 million and 
that 30?&-35$ of this was placed at the disposal of Hungarian 
citizens travelling to the West; this would make net earnings 
for 1971 in the order of $140 mil?-ion. 
earnings from tourism contributed considerably to financing 
Hungary's debt with multilateral partners in 1972, Kungarian 
plans to further develop tourist facilities should ensure a 
continuing and increasing source of convertible currency 
revenue. 

As regards Western tourists, there has been 

Net convertible currency 

101, Hungary's policy o f  entering into industrial 
co-operation agreements with West Europem countries has 
helped, to a certain extent, to reduce her need to borrow or 
obtain cred-its from the West, 
for Hungary to acquire additional hard currency to finance her 
recurrent trade deficits with the industrially advanced Western 
countrieso Her import surplus from this area in 7971 amounted 
to some $256 million. In their approach to this problem of haw 
to finance the hard currency element of their foreign trade the 

when compared to the other C W A  countries, On the one hand 
Hungary has received credit to cover major purchases of capital 
equipment from NATO countries but consistently on a smaller 
scale than other members o f  Cl'EA, The proportion of long-term 
credits of more than f i ve  years outstanding at the end of 1970 
was the lowest of any East European country (with the exception 
of East Germany which comes into a special category in this 
matter), The position had altered radically by the end O€ the 
next year when Hungary had the highest percentage of credits 
of five years and over to total debt outstanding, 
Hungary purchased at least five chemical plants from Western 
countries as well as capital equipments for a wide range of 
industries, At the end o f  2972, the accumulated outstanding 
debt to NATO countries was $145 million representing about 5% 

Howevers it remained essential 

. 
-Hungarians have adopted independent and enterprising approach 

In 1971 

N A T O  C , O N F I D E N T I A L  
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of NATO countries* credit to Eastern Europe. 
the last Five-Year Plan  (1966-1970) $225 million of new credits 
were extended to Hungary, i,e, an average of $45 million a year, 
the smallest total of all the East European countries, In 1971, 
she was granted another $31.4 million, 
debt outstanding t o  NATO countries stood at $152.4 million, of 
which $99.2 million was over five years. 
relatively small amounts of buyers/suppliers credit the 
Hungarians have sought and accepted they appear to have the 
lowest debt service ratio among the countries of Eastern EUrope. 
Repayments in 1972 totalled only $26,3 million, 

102. The position, however, is entirely different when 
Hungary’s activities in the Eurodollar market are taken into 
consideration, 
a small scaae in 1968, In 1969 the Bank of London and South 
America headed an international consortium o f  banks to provide 
a loan of $15 million for five years, This was the first loan 
tu be extended to an East European country for industrial 
development; in this case by one specific industry, T h i s  was 
to be used by the Hungarian Muminium Corporation to finance 
the expansion of their fe.bricating-capacity and thus boost 
their export sales, particularly to the Vest, A second loan 
followed in May 1970 but f o r  double the amount - $30 million - 
again raised by a BOLSA-led consortium to finance the expansion 
o f  the pharmaceutical industry. It was estimated that the l o a n  
would cover about one-third of tbe t o t e l  cost of investments 
planned by the fnùustry f o r  the next Five-Year Plan  (i973-1975)4 
The large investment programme to be embarked upon was partially 
dependent upon the acquisition of certain types of equipment in 
the West. 
exports and it was hoped to almost treble its convertible 
currency earn ing  by 1975 t o  reach $45 million. 
June 19’71 Hung;ary becme the first East European country since 
the war to float a Eurobond issue on the London capital market(?), 
The National B e  of Hungary issued $25 million of 83 bonds for 

In the period of 

At mid-1972 Hungarian 

Because of  the 

- -~ ~ 

She has been active since entering the market on 

Pharmaceutical products are one of Hungaryfs chief 

Then in 

I- - * J 

( I )  Hungary was able to float a Jiku-obond issue because she had 
taken steps towards settlement of her foreign public debt, 
T h i s  originated from issues made prior to the Second World 
W a r .  In the cases of  Austria, Belgium, Luxembourg, Denmark, 
France, Greece, Netherlands, Norway, Sweden and Switzerland 
agreements have been concluded and mutually agreed claims 
have be- paid, 
Canada agreements have been concluded, Total claims of the 
above amount to some $50 million of which $45 million has 
been discharged, An agreement has been initialled with W e  
United States and negotiations are proceeding with Italy. 

In the case O€ the United Kingdom and 

N A T O  C O N F I D E N T I A L  
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-47- 
a maximum of 10 years, the co-managers being the National 
Westminster Bank, 1h"organ Grenfell and the Iqoscow Narodny Bank, 
Nearly 80 other banlcs participated in the issue, which was over- 
subscribed, 
specific use but according -to the prospectus it would be applied 
to financing the convertible currency content of various 
investment projects directly linked to accelerating the rate 
o f  industrialization o f  the cowrtry, At the end of the same 
year Lloyds and Bolsa International headed a consortium of 
18 international banks in arranging e $50 million five-year 
l o a n  to the National B a n k  of Hungary to assist in financing 
the programme to develop export orientated industries. 
at that time was the largest so far raised on the international 
inarket for a CMXA country. 
credits provided by various Vestern banks, brought the total of 
Hungarian Ebrodol lar  borrowing since 1968 to $213 million, 
excluding the 1971 Eurobond issue. 
returned to the London capital market when the sane banks that 
had managed the previous Eurobond issue floated another on 
behalf of the Nationzl Bank of Hungary of $50 million, 
one was f o r  a maximum of 15 years and carried interest at 8$$/0, 
(96 l e s s  then on the 1971 issue) and vms also over-subscribed, 
Since the Autumn of 1972 Hungary has raised fur.i;her loans 
including one headed by Japanese banks bringing her total 
eurocurrency borrowing to O V ~ L  $330 million. These Eurodollar 
borroxings are bigger than the sum outstanding on suppliers/ 
buyers credits 'rio NATO countries and add considerably to 
Hungary's future debt servicing burden, 

It was i! clean financial loan, not attached to m y  

The loan 

These loans,  together with other small 

In the Autumn o f  7972 Hungary 

This 

CO-0PERAT.ION WITH THE INDUSTRIAL NEST 

103, Hungary was the first East European country to realize 
that in order to raise productivity in both industry and 
agriculture at all rapidly,  prerequisites for modernizing 
industry and. raising the standard of living, she must import 
industrial equipment and ad.vanced technology from the Industrial 
WES~. T h i s  posed the Problem ofhow such imports were to be 
paid f o r  as Hungaryrs exports to the West in the mid-1960s 
consisted largely of agi-icultural prcduce, 
exports could not be expanded sufficiently to ensure the 
availability of the necessary hard currency given the basic 
problems irirvolved in increasing outlut regularly, coupled with 
the inelasticity o f  demand on Vestern markets. Hungary therefore 
has attempted t o  raise both labour productivity and industrial 
standards by entering into a series of industrial co-operation 
agreements (KAS)( I ) which would enable lier to avoid the 

The value of such 

In -the absence of any agreed nomenclature it is not at all 
clear precisely what types of deal Ere included in the term 
Ft inclustrial co-operûtionlt This l eads  to inconsistency 
between seemingly authoritative statements. Compensation 
trading o r  parallel deals do n o t  constitute industrial 
co-operation which can b e  defined as the sharing o f  production 
the exclimge of  licences or the j o i n t  exploitation of 
technology o r  rilarkets. 
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building up of large hard currency debts thus creating a debt 
servicing problem, 
attractive to the Western partner because of the relatively 
high quality of Hungarian engineering products based on long 
traditions of  skilled wor-banship, particularly in the precision 
and electrical engineering industries, 
design and development resources available they decided not to 
continue with ambitious attempts to develop a range of precision 
machine tools but to rely on the use of Western designs and 
licences. 
of electrical machinery, especially larger-turbines and 
generators. 

and monetary ones in particular was shown by the flexible attitude 
Hungary adopted towards signing ICAs. 
agreements covering many different forms of industrial and 
agricultural co-operation have been negotiated, From a slow 
start this policy has ained momentum; only 27 agreements were 
signed in the years I 9  i? 4-1967, 26 in 1968, 42 in 1969, 
approximately 25 in 9970, 50 in 9971 and 70 in 9972 making a 
total of 240. 

Co-operation agreements were initially 

With only limited 

A similar decision was reached for the development 

104, The pragmatic approach to economic problems in general 

From 1965 onwards 

105, information relating to the distribution of  industrial 
co-operation agreements is only available as at the end of 
June 1971 but the proportions are not likeLy t o  have changed 
significantly, The total number tnen amounted to 164 and the 
breakdown between industrial sectors was : 

i 
I 

I 

106. 
the types 

Machine industry(1) f 722 1 75 
Chemical industry 1 13 I E3 
Light indus try ! Agriculture ! 

' 10 f 6 
17 i 10 

f I Food industry 
Other 

When the total of ICAs  was 220 the Hungarians classified 
09 agreements as follows: 

" ----- *--I - - ---.------ -- - * -  - . -- ~ - - _ _  _ _ _ _ "  .__ _. 
- 

( I  ) A figure of 162 equal to 74% was given in September 1972 
when the t o t a l  number of ICAs stood at 220 
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-49- AC11 2J=D/445 (Revis ed), 

107, Hungary has signed most ICAs with West Germany,. 
followed by Italy and France. 
relates to nid-1971 but is not likely to have changed 
significantly since, 

The most comprehensive list 

CO-OPERkTION CONTP\ACTS BY COUNTRY 

i r- -- -------- 
I West Germany(3) 
, ItaLy(4) 
i France 
I ' Yugoslavia( 1 ) 
i Switzerland 
i ~tveden(5) 

: 

I 

: 
UK 
~ustria(2) 
Denmark I Canada 

i Finland 
I Norway 
Others 

I 

10 i 

IO i 

3 I 

1 
1 
1 

20 

I 

Yugoslavia is included because settlenent is in 
convertible currency, 

This seems a very low fi One source at the 
beginning of 1973 said 6EE:operation contracts 
had been signed and a further 46 were in 
preparation. 

According to another source dated August 1972 about 
I00  contracts had been signed, 

At the end of 1972 it was claimed I9 contracts had 
been signed. 

36 contracts signed and 50 were in preparation at 
the end of 7972. 
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108. Some of the most important ICAs contacted between 
Hungary and her Western partners were enumerated in 
AC/i2?-D/Z~Z(Revised) of 25th May, 1970. 
paragraph 21 above Hungary has continued this policy and 
speeded it up in the l a s t  few years. 
negotiation of several agreements involving agricultural produce 
or chemicals for use in agriculture, e.g. the Norwegians breeding 
minks on Hungarian fsrms while retaining ownership of the 
animals. Recently new and nore complicated types of  agreements 
have been entered into, as thz following exRmpXeS -indrcate. 
The manuîacturer of cash registers is undertaken by the 
Budapest Office Machine enterprise and the Czech firm of ZVS on 
the basis of co-operation and licences provided by the West 
German firm or^ Anker Da-kentechnik and its Austrian subsidiary. 
A joint firm, IGA, was set up in 1972 with Austria for the 
purpose of selling capital equipment for the oil, chemical and 
pharmaceutical industrnes in third countries, while Ganz and 
Fiat are co-operating to supply turbines and generators for 
power stations in Turkey and diesel motors f o r  power stations 
in Greece. 
Curacao setting up aointly owned Hungarian and American 
subsidiaries in third countries to exploit Hungarian biochemical 
products foi- use in plastic surgery, 
since the previous report is the emergence of Japan on the 
Hungarian and East &-opean scene. The years 19'71 and 1972 
have seen the signing of a protocol on technology and 
scientific co-o2eration, the purchase of technical know-how 
on the manufacture of PVC flooring and of a licence and machinery 
for establishing a knitwear manufacturing enterprise. 
other hand at least; two licences appear to have been so ld  to 
Japan. 
from 1974 onwards, by an even more rapid flowering of Hungarian 
co-operation and financial relations with the United States. 

109, A yet further development is the possibility of an 
agreement being concluded t o  set up a joint meat combine based 
on existing pig breeding co-operatives which would process and 
market pork products (es ecially it is hoped in the West). 
A Western firm (or  firms would provide 49% of the ca ita1 

be providecl by the co-operative, with the help of a credit from 
the National Bank and a State subsidy. 
the first joint enterprise with a Western partner for productive 
purposes 
Hungary [see paragragh 101 ), 

As indicated in 
One feature has been the 

A company has been registered in Amsterdam and 

Another new development 

On the 
This development seems likely to be followed, at least 

needed to set up the enterprise P and the rerraining 5 1 0  7 would 
T h i s  would constitute 

since the law permitting foreign investment in 
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110. The most important  par t  o f  many ICAs i s  the acquisition 
of licences t o  use Western manufacturing processes which also 
involves the relevant technical know-how and i t s  application t o  
production methods, 
certain aspects OP advanced Western technology was recognized 
as essential  i r ^  the quali ty o f  Hungarian products w a s  t o  be 
raised for domestic consuqtion 2nd f o r  exports t o  both East 
and West, To speed up the process resolutions were introduced 
i n  1969 which allowed enterprises that 3uy licences t o  receive 
preferential  treatment i n  respect of reductions i n  customs 
duties, credi t ,  etc, and a special enterprise, the Licencia 
Tatent P.?zLTkeJting Enterprise, was se t  up t o  deal so le ly  i n  
these products. How t h i s  has expanded i s  shown by the fact 
tha t  only 63 licences were purchased i n  the 20 years 1947-1967, 
92 i n  1968-1970 and 50 i n  1971 making a t o t a l  o f  20.5 (from 
Vestem and CPEA psjntfiers). 

and services t o  the value of B 1.4 million while i n  1971 the t o t a l  
reached $10.2 million, 
worth fi-om the rouble area and $8.7 million from the d o l l a r  area, 
The main Western countries providing licerices artd know-how were 
Vest Gernany t o  the value of $4,0 million France $1.2 million, 
Sweden $0.5 million, UK $0,4 million, Austria $0.3 million and 
Switzerland $0.3 million, Yugoslavia, TrJhLch f o r  th is  purpose 
i s  considered t o  be i n  the d o l l a r  area, sold Hungary licences 
t o  %he value of $1.6 roillion. 
supplied $1 .O million worth,  However trade i n  licencest 
blueprints, plans, designs and semices is by no means a 
oze-way traffic, i n  f ac t  i n  1968 sa les  were greater than 
purchases by almost $0,2 million and Pi 2971 were valued a t  
$9.3 million against impor ts  worth $10.2 million, 
distribution of sales between the dollar. anil rouble areas was 
nearly equal i n  2971 being $4,9 milliorm t o  the former $4.5 million 
t o  the l a t t e r .  The value of actual licences so ld  amounted t o  
only $0.8 million t h e  iaajor part  consisting of  plans, blueprints 
and designs, 
who took $Sea mill.ion worth, Iraq $1 .a million, Czechoslovakia 
$1,2 mlllion, Algeria $0.8 million, India and Poland each 
$0.4 m i l l i m .  It is interest ing t o  note t h a t  the Soviet Union 
w a s  not l i s ted  as û major purchaser. 

The introduction and assimilation of 

I Il. In  I968 Hungary bou h t  1-icences, blueprints, àesizns, 

The l a t t e r  f igure comprised $? .5 million 

From the rouble s e a  the USSR 

The 

The rnain custormiers i n  1971 were East Germariy 

112. The share of Communist countries i n  Hungary*s t rade 
was 61% i n  1950 and by 1972 t h i s  had r isen t o  68y6. 
increased? share of the Soviet Union i s  especially important, 
havifig r i sen  i f i  the period mentioned from 27"34%. 

The 

Co-operatïcn 
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with Communist countries, particularly with the Soviet Union 
has ensured supplies of raw materials. Of the main industrial 
ravi materials, Hungary is only self-sufficient or producing a 
surplus in one commodity - bauxite and even in this case 
Hungary has been obliged t o  conclude a long-term agreement 
with the Soviet Union so that Soviet hydropower resources can 
be used for the processing o f  alumina mined in Hungary. 
Therefore the security of  raw material resources has been a 
key question fop overall Hungarian economic progress and 
will continue to be so in the future. 
from the Soviet Union have in the pas t  been transacted on the 
basis of long-term agreerilents, at stable prices and relatively 
low transportation costs and from the non-convertible currency 
area. 
market, particularly the Soviet Union to take exports whose 
quality would not emble them to be sold in the West. In 1970 
Hungary exported 5,000 buses t o  Socialist countries and more 
than half of  the totaî production o f  pharmaceutfcaîs goes to 
this market, 

113. In co-operation among CoramWiist countries, besides 
trade relations, the extension of production based on 
specialization and co-oyration represents an iuportant 
development. 
in a number o f  areas, in the framework of which ClVlEA countries 
have decided to divide production, in order t o  exploit 
advantages o f  mass Sroduction, theï-eby enjoying the economies 
of  scale, 

imports of suck materials 

Hungary has also been able to rely on the Communist 

Specialization agreements have been concluded 

114. Production relations have been developed recently 
with seversil Comunist countries in the truck ani! bus inhstry, 
through the exchange of couponentç. Against the delivery o f  
components for Soviet motor cars, Hungesly receives the finished 
article, similar agreements exist with other Communist countries 
in respect ox" no to r  cars and lomies. Co-operation is taking 
A tolace with the GDR in the spheres 02 machine tool manufacture, 
teîecommfcations, the precision engineering industry and in 
the manufacture of agricultural and food  nzachinery, Agreements 
exist with R u a n i a  for instance, in the manufacture of railway 
dining cars and with Bulgaria agreements have been concluded on 
specialization in medical instmen-% production, 

115. According to an agreement concluded with Bulgaria, 
Iiungary will cover the bulk o f  her requireneiits from the large 
capacity sodium carbonate works to be established in Bulgaria 
by importing 120-1 40 thousand tons per annum; Hungary contributes 
credit and machinery in retu-m. 
Hungarian sulphur requireaents, about 100,000 tons per annum, is 
covered from Poland allowing Hungary to produce sulphuric acid 
on a considerable scale, 

A substantial portion of 

A broad system of specialization 

E A T  O C O N F I D E N  T I A L 
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agreements exists in the pharmaceutical and rubber industries, 
The exchange o f  artificial fibres has begun with the GDR and with 
Poland, and an agreement has been concluded with the Soviet 
Union on co-operation in the mandacture of  plastics, Details 
of some co-operation agreements will be found at Appendix V I I T .  

in CMEA has led in some areas to multilateral co-operation, An 
example'af-this is the unified electric power grid of the CMEA 
countries. 
on the grid - this reduces necessary reserve capacity, makes 
the u.tilization of natural differences possible and balances 
peak demand gsriods. 
railway wagon pool 'has reduced the nuber of empty runs while 
utilization of wagon capacity las increased and hiring charges 
loweredo 

117. Eungary joined the CîJIEA International Investment Bank 
when it commenced operations in Jamary 1971 . During the first 
two years of  the bankts operation 
29.3 million transîerable roublestl) (of  Ynis 30% was t o  be in 
convertible currencies) and during the same period, Hungary was 
allocated credits totalling 47.6 m i l l i o n  transferable roubles. 
Those credits will be used mainly iii the 1972-1973 period and 
are destined f o r  %he Hungarian S-éaLe railways, the Ikarus C a r  
Body and Vehicle Factory and the Budaprint cot-%on mill. 

PROSPECTNE DZXELOPPXNTS 

118, In the current five-year plan period Hungarian-Soviet 
trade is to rise by 60%. 
countries has expressed concern about supplies of  raw materials 
wid energy in the long-te-m, 
exports in this sphere and has attempted t o  obtain some Soviet 
conmitnents for the period up to 1985. 
its part, has been shoving some reluctance to meet automatically 
all such S-Iwlgarian demands. 
being expected to contribute tomir2s raw material exploitation 
on Soviet territory in conjunction with other East European 
countries, will d s o  have to increase her purchases of Soviet 
machinery and consumer goods. The percentage of raw meterials 
coming Eroa the Soviet Union may decline relatively thoug+i it 
will increase absolutely. 
Hungarian o i l  requirements not covered by Soviet deliveries 
may reach 4.5 m i l l i o n  tons by 1975 an6 this helps to explain 

116. The economic co-operation mong countries participating 

In this way Hungzrian electric power supply can rely 

Hungary's participation in the common 

Hungary was due to contribute 

Hungary silong with other East European 

Hungary is dependei?t on Soviet 

The Soviet Union, for 

It is likely that Hungary, besides 

"he margin, for example, of 

- IciiI 

( I )  The accounting unit used in intra-bloc settlements by 
IBEC 

N A T O  

-53- 

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



M A T.0 C O N F I D E N T I A L  

-54- 

the negotiations which the Hungarians have been conducting with 
Iraq, Egypt, Libya and Nigeria in recent years for the supply 
of crude oil and with Czechoslovakia and Yugoslavia for the 
construction of a pipeline to carry o i l  from the Adriatic (see 
paragraph 123 below), Procurement of oil from such sources 
might involve certain difficulties for Hungary, which would 
probably have to compete with Western customers and pay in 
hard currency. 

disposed to stand up f o r  their own interests. The terms of 
the EfComplex Programmett adopted at the 25 Session (1971) of  
the CMEA, with references to increased multilateralism, more 
rational pricing and exchange rates would seem to incorporate 
Hungarian views. But the Kungarians have, in deference to 
CMEA policy engaged to expand their trade with Eastern Europe 
faster than trade with the West and in 1972 this was the case 
and it is eviden-1; that bilateral trade agreements will remain 
the major medium of intra-CMEA economic relations, 

120. Hungary, one of the more active CMEA countries, as 
far as industrial co-operation is concerned, is likely in the 
period up to 1975 to become increasingly involved in special- 
ization snd co-operation agreements with other East European 
countries and t o  a lesser extent with the Soviet Union. 
Hungary has repeatedly emphasized the need for specialization 
in the engineering sector and the speed up of standardization 
generally within CMEP.. 

Investment which came into effect last year allows the 
establishment of joint enterprises on Hungarian as well as 
foreign soil particularly for market research and marketing 
activities. The law provides for foreign legal entities, 
companies and coz-porations to participate in associations 
formed in Hungary to the extent of 49% holding by the non- 
Hungarian partner (this may be in the form of joint enter- 
prises, Joint stock companies or limited liability companies). 
The Hungarian Government, for its part guarantees free trans- , 

fer of profits and repatriation of capital, via the National 
Bank of Hungary, in the investor's own currency. This can 
apply to both Communist and non-communist partners. However 
the Hungarians have made it clear that western investment and 
involvement will not be permitted as for example, on'the scale 
it is in Yugoslavia and most ventures are likely t o  be in the 
marketing sphere, particularly for products of industrial 
co-operation, Indeed some official commentators on the new 
law have claimeâ that it cannot allow shared ownership of .a 

119 . Within CMEA, the Ihrngarians have- shown themselves . 

121, The new law enacting *he 1970 Decree on Foreign 
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producing as distinct from a marketing OF planning enterprise 
as this would be contrary t o  a clause of the Hungarian con- 
stitution. 
unlikely to materialize in the near future. 

Equity partnership has not been ruled out but is 
~ 

122. Hungary is l i k e l y  to continue her aggressive pursuit 
of Western technology both purchasing machinery and equipment, 
mainly on credit and through co-operation agreements, The 
resultant improvement in product quality should make Hungarian 
finished goods nore acceptable in western markets, This will 
be particularly important in the context of Hungarian relations 
with the enlarged EEC, given the uncertain future for agri- 
cultural exports under the application of the common agri- 
cultural policy. 

THI-, ADRIA PIPELINE - 
123, Hungarian industry's demand f o r  o i l  is increasing 

considerably from year to year, Demand will continue to 
increase and the country's major external supplier - the 
Soviet Union, is n o t  prepared tomeet the anticipated require- 
ments, Consequently the securing of new oil sources is 
becoming more and more a matter of urgent concern. For 
Hungary, the import of Middle East oil is the obvious method 
of closing the gap and its transportation through the Adria 
pipeline seems a practical solution, Preliminary agreements 
were signed in 1971 by the Ilungarian foreign trade enterprise 
Mineralimpex, the National Crude Oil and Gas Industry Trust 
and a Yugoslav enterprise INA. (Industria Nafte of Zagreb). 
The agreement provides for INA t o  complete by the end of 1975 
the construction of the whole of the Adria 
section from the port of Bakar (near Rfjcka P t o  the Yugoslav- 
Hungarian border town of Bokov. 
official reports that implementation has so far been delayed, 
to the Ungarians' considerable annoyance, by difficulties over 
the conclusion of  contracts in Yugoslavia, 

ipelinefs Yugoslav 

There have however been 

124. The 240 km section o f  the pipeline within Hungary 
will be built as a Hungarian-Czechoslovak venture and will 
r9un from the border along the southern shores of Lake Balaton 
to the Szazhalombatta refinery near Budapest. 
according to Hungarian sources 50% of the oil will flow 
onwards to the Czech border using the already completed CMEA 
Friendship I pipeline, 
oil from Bratislava to Szazhalombatta, but when the Adria 
pipeline is finished, it will operate in the opposite direction. 
%%en operating at full capacity about 20 m tons of oil per 
annum will be transported by the line of which 5 m tons will 
go to Hungary. 

From there 

Until now this l i ne  has carried Soviet 
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125. Iraq i s  the country likely to be Hungary's main 
Middle East supplier of oil, 
USSR and other Communist countries, Hungary among them, which 
it would like to repay with o i l ,  an arrangement which the 
construction of the Adria pipeline will facilitate. 

Iraq has received loans from the 

NATO 
1110 Brussels. 
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Total 
trade 

Trade 
with 
Communist 
countries 
Trade 
with non- 
Communist 
countries 
Trade 
with 
indust- 
rial West 
Trade with 
develop- 
ing 
countries 
Trade w i t h  
multi- 
lateral 
partners 

Turnover 
Exports 
Imports 
Balance 
Turnover 
Exports 
Imports 
Balance 
Turnover 
Exports 
imports 
Balance 
Turnover 
Exports 
Imports 
Balance 
Turnover 
Exports 
Imports 
Balance 
Turnover 
Exports 
Imports 
Balance 

APPENDIX I 

HUNGARY: FOREIGN TRADE 

( ~ n  million US j3: 

Percentage change: 
1965 

39029.8 
1,509-5 
1,520.3 

-10.8 
2,076.0 
1,057.8 
1,018.2 

+39 6 
953.8 
451 07 
502. I 
-50 4 
758.0 
351 -0 

-56.0 
195.9 
100.8 
95.1 
+5.7 

551 * O  
257 0 
294 O 
-37 0 

407.0 

1971 

5,490.0 
2,500.4 
2,989.6 
-489 3 

3,686.6 
19723.0 
1 >963.5 
-240 e 5 

777.4 
1,026.1 
-248.7 

19803.5 

19538.8 
641.6 
897 2 

-255 6 
264.7 
135.8 
128.9 
+6.9 

9136eot11 496.0 1 
640.0(1 j 

-1 44. O ( 1 ) 

1972 

6,445.6 

+137.8 
4,312.9 
2,282.1 
2,030.8 
+251.3 

2,132.6 
1,009.6 
1 ,123.0 
-113.4 

1 9800.2 
872 5 

3,291 -7  
39153.9 

927 * 7 
-55 0 2 
268 5 
î4û.6 
119.9 
+28.7 

1,76303 
852-8 
910.5 
-57.7 

on forint 
basis 

1972-'I 971 

+8,1 
+21.2 

-2.9 

+8.3 
921.9 
-3*8 

+7.8 
+19.7 

-7 .I 

+8,4 
+21.9 
-1.9 

-6.6 

-14.3 
+0.8 

+22 5 
932 e 7 
+14.3 

on dollar 
basis 

1972-'A 971 

+17.4 
934 e 7  
+585 

+17.0 

93.4 

+18.3 
+29 0 9 
4-9.4 

+1700 
+36 0 
+304 

+I e4 
+9.4 
-7.0 

+32 0 5 

Note: The discrepancy between "non-Communist countries'v and the sum of 
!'industrial west91 and "developing countriesti is due to 
statistical accounting of freight costs. 

SOURCE: Vilaggazdasag 

Australia, Canada, United States and Japan 
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APPENDIX II 

TRADE: WITH COMMUNIST COUNTRIES 1965 y 1970, I971 y 1972 

( ~ n  million US 
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(in miiïion US $) 

- - 

.area 
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APPENDIX III 
TRADE WITH MAJOR WESTERN PARTNERS 1965, 1970, 1971 1972 

Austria 

Belgium/ 
Luxembourg 

West 
Germany 

France 

Netherlands 

Italy 

Sweden 

Switzerland 

United 
Kingdom 

I 
Percent -  

age 
Imp- 
orts 1970- 5 

1971 -70 
1972-71 

51.7 
97.7 +89 

117.1 +20 
96.6 -1 8 
17.1 
28.1 +64 
36.5 +30 
20.8 -43 
77.4 

128.0 +65 
176.1 +38 
236.9 +35 

~ 78.4 +90 
I 65.6 I 122 I 50.9 

135.6 
122.0 
88.1 
78.0 

148-4 
141.8 
102.3 
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APPENDIX III(a) 

HUNGARY TRADE WITH NATO PARTNERS 1970/1971 /I  972 

(in m i l l i o n  US $) 

( I )  Figures f o r  Iceland and Portugal are from Western Partner 
statistics 
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APPENDIX IV 

TRADS WITH CERTAIN DSVBLOPING COUNTRIES I965 9 1970 9 1971 

EJ &TO- C O N F I D E N T I A L  

‘m 
-2.7 

2.0 
9.4 

10.4 
6.5 

pT- 11 .O  

I 18.7 

change 
turnover in I1970-65 I 

I +I18 +38 
+I 27 

-30 I +I7’ ~ 

+21 

-69 -20 
+I 6 

+287 +6 
-37 

I +’I 
+I 
-35 
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APPEXJ3IX V 

FOREIGN TRADE: COMMODITY COMPOSITIO~/COPIST/ 
m r o ~ - c o ~ s  

I 
1. Fuels, electric energy 14.1 

2. Raw materials, semi- 
finished products, spare 
parte 47.7 

of which 
raw materials 
semi-finished products 
spare parts 

26.0 
15.2 
6,5 

3. Machinery tramport equip- 
ment, capital goods 25.0 

4. Industrial con8upnetp goodis 7.1 
5. Raw materials for food 

industry, live animaler 
food products 6.1 

of  which 
agricultural products, animalas 3.1 
food industry products 3.0 

Total I 100.0 

Non- 
Communist 

0.3 

60.6 

26.4 
30.0 
3.4 

11.8 

2.6 

24.7 

10.0 
14.7 

1971 

Communist 

10.1 

42.9 

20.0 
15.8 
7.1 

30.3 

10.2 

6.5 

2.0 
4, 5 

100 . O 

Non 
Comunist 

1.5 

57.0 

15.9 
34.4 
6.7 

15.9 

6.1 

19.5 

7.3 
12.2 

(1) Because of rounding, percentages may not add up to 100.0 
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EXPORTS 

By p-gge(l) 

I 1965 I I971 1 
Communist communis-é --I==- .. Fuelsp electric energy I 0.8 I 1.8 I 0.7 I 1.0 

1. Raw materials, semi- 
finished products, spare 
parts 

- 

24.6 

- ~. 

22.9 36.7 

if which 
GiiZiZEriaïs 
iemi-finished products 
ipare parts 

4.5 
14.5 
5 e 6  

1205 
19.0 
1- 3 

4.2 14.6 
11,82 20.1 
6.9 2.0 

;. Machinery, transport equip- 
mené, eapitasl goods 

.. Industrial conlumer goods 

1. Raw naateirialms for food 
industry, live animals food 
product s 

36.4 

21.7 

16.5 

$04 

19.9 

39.1 

3304 

24.7 

18.3 

f which 
FjFEüEuraï products, animale I 4.6 I 18.6 5.8 

12.5 

7.6 

18.6 

I 36.1 

I 17.6 
18.5 

- 1  100.0 
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IMPORTS BY PRINCIPAL COMMODITIES 
~ 
Y - I - '  

Coal and l ign i te  ('000 t o n s )  
Crude oil ( " " 1  
Iron ore ( w  

Rolled s t ee l  ( w  I t )  

Copper and copper products (f000 tons) 
Tractors (no) 
Passenger cars ( ~ O O O S )  
Lorries (no) 
Blast furnace coke ('000 tons) 
Plastic basic materials ('000 tons) 
Chemical f ibres  ( w  I t )  

Ferti l izers ( II 11 ) 

Raw cotton ('O00 tons) 
Vegetable o i l s  " 1  
Feeder grains ( "  " 1  

Coniferous sawn wood ('000 cu.~) 

- I * 
?. 

1 965 

2,665 
2,251 
2,481 

21 6 
25 

6,024 
12 

2,166 
1,022 

20 
28 

622 
785 
72 

184 
479 

.c.--.lli--i-.-ra 

1970 

1,986 
4,349 
3,119 

483 
36 

4,855 
49 

15,618 
1,172 

78 
36 

1,419 
960 
98 

336 
141 

1971 

1,961 
4,892 
3,156 

574 
60 

16,108 
54 

14,274 

1,143 
78 
38 

I ,&O 

1,725 
66 

368 
648 

As percentage o f  
to ta l  imports in 1971 ( 7 )  

1.2 
30 1 
1 .I 
2.6 
7.0 

7.7 
20 2 
1 e 7  
I e o  

i O 0  
I .I 
1.4 
I e 8  

i.7 
1.4 
1.4 
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products ('000 tons) 
Rolled steel (0000 tons) 
Alumina  (0000 tons) 
Aluniniun wwrough-b (fOû0 ttons3 
CoTie$e  factory equipment (m forints) 
BUS& '(no) 

a k c e u t '  cal basic materials '$ forintsj 
Backed medicmenats (DI $oa)bt;8) 
Leather footwear (n pairs )  
Cotton fabrics (m sq.m) 

,Raw meat ( 8 0 0 0  tons) 
Slaughtered poultry ( W O O  tons) 
Canned f rui t  ( " . " I  
Canned vegëtabfes ( fi 

Wine of grapes ('000 hl) 
'Cattle and calves ?or id.iiughtes'-( tOOO) 
mt ('O00 tons)  

1 965 

AL, COrnOD 

237 
607 
428 

62e2 
577 

5e024 

390 
1,151 

14 
87 
62 
73 
92 

7 73 
1,088 
21 3 
326 

Is percentage of 
total imports i n  1971 (1 ) 

J 

I - 2.7 
I 2. I l 

l , .  . . .  .. . 

E M T I A L  I 
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3 9 952 91 
2,986 . 96 

Crude phospha%es (ton's ) 450,617 75 
Pig iron ( tons)  4 89 708 9.9 
Rolled s t e e l  ( tons)  3649254% 72 

steel products (tons 464,346 77 

. Lor r i e s  (no) 6,445 49 
Coniferous saw woos ( c l t a a ~ )  888,308 9'3 

. Coke ( t o n s )  5399750 43 

Hot r o l l e d  semi-finished 

Uuminium (tons 1 68,509 84 
Tractors (no) 2,992 ' 62 

200 892 48 
40 3 O 0  

2 808 5.9 
1,226 83 

71 5 9 352 ' j  75 
6 , 6 8 5  ".. 53  

Allmina (tons) 
Diesel motor t r a i n s  (no)  
Buses (no )  
Lorries (no) 
Packed medicaments 
('O00 forints) 
Footwear ( O00 p a i r s )  
Cotton and c o t % o i  fabrtcs 
( f O O O  8q.m) 
Hoieiery (tond ' 

Slaughtered poultry (tons) 
Canned fruit (%ons) 
Canned vegetables (topas) 
Wine o f  grapes (hi> 
Bread grafans (%om) 
Fruft (tomzs) 

28 
47 
33 
58  
72 
35 
40 

43 
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A%%eiched are some details o f  H u g a r i a  co-operation 
r o j e c t s  w i % h  Cornmi s t  cou i t r i e s .  

lULGARIA - 
1.  There ega& two join$ Bulgarian-Hungarian companies: 

intransmash, eetabhished i n  1964 - t h i s  e x i s t s  t o  f a c i l i t a t e  
nechanization and automation o f  i n t e r f a c l o q  tmoanspor-+snd--- 
varehouse operations,  i t  works imainly i n  the sphere o f  research 
md development. was founded i n  I965 and was l a t e r  
joined b y  the Sovi I i t  again i s  mainly concerned with  
?esearch and development, i n  %he sphere o f  agriculturri l  
nachinery. I t  has  developed sugar beet harvestimig machines, 
grass seed and cereal  purifiers 

The Hungarian foreign trade organization Komplex and 
the EleeQ.8; Metal Plate  and Sheef Works grovd.dledl technology and 
3quipment f o r  a hock fac tory  a$ Vama i n  Bulgaria. 
iesign and C O ~ B ~ H ~ ~ C $ ~ Q ~  W ~ B  done by the BuIgeis?P%ain Zavodl Metal 
Forks. The &algarims w i l l  evsntadhy manufac%ure 4 1  di f feren& 
types o f  Ebm%% 

3 .  
equipment for $he c o n s t r w t i o o  O% a soda worka i n  Bulgaria, the 
rapaymen% i s  in the form o f  calc inated soda over a ten year 
period. 

4. Co-operatton e a i s t s  in the maufae%Eare of  railway 
goods  wagons9 %he waggon framework is  constructed a t  the 
Chervena Zvezda and Georgi Dimi%sov p lan t s  in Sof ia  while 
Hungwy provides brakes and axles. 

_ _  ~ 

threshing machines. 

2. 

The bui lding 

The Euagariaas have oon$&bu$ed macshinery and 

CZECHOSLOVAKIA 

1 e 

e l e c t r i f i c a t i o n  o f  the railway line between Komaron and 
Komarno (71 km) - a l l  design is B5echoslovak. 
i s  t o  be b u i l t  a t  Seob and Sturovo. 
technica l  commft%ee has been fomsd t o  create  a centra l  channel 
t o  regulate  Banube t r i b u t a r i e s ,  this i s  due for completion 
t h i s  gear. 

Co-operation e x i s t s  between the Czech enterpr i se ,  
Rir-tnis anü the Hungarian Medicm, 
i n  dent-il surgery equipment $O cover requiremen’%s o f  both 
countr ies ,  while %he Runga~ians have discontinued t h i s  
production and instead a m  concentrating on the  production of 
operatsng tables and incubators.  Th$s i s  carried a stsrge further  
by j o i n t  a c e i v i t y  in equipping hosp i t a l s  f o r  t h i r d  countr ies .  

J o i n t  Hungarla-Czechoslovak pro jec t s  include the 

A j o i n t  s t a t i o n  
A Hungarian-Czechoslovak 

2. 
Czech enterpr i ses  s p e c i a l i z e  
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3. Tractors "Mapol-Terra" have been j o i n t l y  b u i l t  by 
the  Czech t r a c t o r  works a t  J i c i n i  and the Hungarian a g r i c d t u r a l  
machine works under West German and Prench l i cences ,  

foreign t rade  companies signed an agreement i n  January 1971 
f o r  co-operation i n  %he production o f  p i g  breeding s t a t ions .  
The Hungarians supply the  complex engineering pa r t s  while %he 
wall  panels requi r ing  wood and timber a re  t o  be delivered by 
the Czechs. 

4. The Hungarian KompPex and the Czechoslovak Trlincak%:a 

5 *  An agreement e x i s t s  f o r  the manufactwe of  Xéernjlt 
tubes. Raw concrete i s  delivered by the Labatlan cement 
fac tory  (Hungary), i t  i s  processed a t  the Ni t ra  fac tory  i r a  
Czechoslovakia, i t  i s  then returned t o  Hungaryo 

Technoimpex o f  Hungary and Invest  oie Czechoslovakia 
a re  co-operating with Sveter o f  West Gemany for %he building 
o f  slashing machines t o  modernize the Czech t e x t i l e  industry.  
50s of  the components c0m.e $rom West Gemsaaa;y, 50% from Hungary 
based on West Geman do@men%ation, bsemb%y i s  Bn 
Czechoslovakiaa 

6 ,  

GDR: - 
io I n  %he sphere o f  automobile mmufac%ure, Hungary 

suppl ies  sone componentis, while Ikams  buses, which a re  
constructed i n  Hungary, use d r ive r s0  seai$s f rom the  Koewe p lan t  
i n  the  GDR. 
Vehicle Equipment) eupgliea e l e c t r i c  c a r  components, i g n i t i o n  
moto r s  and dynamos -to GDR and i n  return receives  completed 
cars ,  Hungary makes the  driving gear for the 087-T a g r i c u t u r a  
t r a i l e r  produced in GDR. Hungary w i l l  l a t e r  provide o ther  
p a r t s ,  even%aalàg production w i l l  commence i n  Hu9igany w i t h  
p a r t s  coming from the GDR. 

The GBR gave up psPoduction o f  t%u%ton-hOle" sewing 
machines, f i x ing  machines and button sewing machines - these 
a r e  now manufactured i n  Hungary, The two coiaai%ries appear 
j o i n t l y  on %hird markb%s and export complete c%o%lh;hng fac%or ies  

The Hungarian Optical Works and %he Zeies Works of 
Jena have a co-operaéion agreemen$, whereby &ngargr produces 
l a r g e  series of  spec tac le  lenses  t o  Zeiss standards,  there  
i s  j o i n t  research on X-ray equipment. 
equipment and components i n  the  export of  hosp i t a l  eqaprnent 
and cameras Qo t h i r d  countr ies ,  

The Hungarian en terpr i se  A W  (Elec%rica l  Motor 

2, 

3. 

Hungary i s  using Zeiss 
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4.  I n  the chemical industry an agreement was concluded 
in 1971 between the Borsod Chemical Combine and t h e  Buns 
>hemica1 Plant  on co-operation i n  the production of 
>olyvinylchloride,  and j o i n t  research f o r  ce r t a in  types o f  
i l a s t i c s  has begun operating; i n  %he f i e l d  of chemical f i b r e s  
the Hungarian Viscose Factory and the  Schwarea Chemical Fibre 
>ombine have co-ordinated t h e i r  research and development work 
in order fo obtain a g r e a t e r  assortment of  q u a l i t a t i v e l y  

- _ _ _ _  -~ iigher grade- nylon f i b r e  _ _ _ _  ~ - 

?OIJAND 
I 

4 .  An agreement signed a t  t he  end of the  12th Session 
)f the  Hungarfan-Polish Standing Committee f o r  Economic 
:omoperation establ ished a join% of f i ce  t o  be known as  
hterkomponent i n  Warsaw; i t s  purpose i s  t o  co-ordinate 
ievelopment o f  the  two countr ies '  e lec t ronics  indus t r i e s .  

Ipecial izat ion i s  lacking - several  p ro jec ts  have reached only 
the disclassian s tage  such a s  the manufacture o f  small ca r s  and 
i join9 foundry i n  Poland and much t h a t  has been done recently 
:oncems only %he development o f  technical  and scienitifnc 
:O-operation rather  than ac tua l  production, 

I n  t h e  sphere of p l a s t i c s  an agreement has been 
signed r ecen t ly  on product; spec ia l iza t ion  and f o r  mutual 
t e l ive r i e s  of synthe t ic  f i b r e s .  
)soductfon of  polyacryl-nytri l  fibre t o  meet Pol i sh  requirement., 
!bile Poland w i l l  s pec i a l i ze  bn the production of polyester.  
3y 1980 the value 00 mutual de l iver ies  i s  elrpected t o  exceed 
;hose o f  9972 by 6 times. 

4. 
i c t i v i t i e s .  
:t s en aged i n  ( 5 )  t he  recovery o f  coal  from coal  waste and 
.n t b )  tge u t i l i z a t i o n  of coal  waste f o r  f i l l i n g  i n  mines and 
18 an addi t ive  i n  the  production of cement, New agreements 
wovide f o r  the construct ion of 2 new waste r e f in ing  p lan ts  
md one l i g h t  aggregate factory.  

if buses and l o r r i e s  i n  Poland. 
is r e a r  axles ,  aluminium engine blocks, gea r  boxes snd s t ee r ing  
iystems while Poland provides rad ia tors ,  gear boxe8 and 
.nject ion pumps. 

2. I n  other  spheres Hungasian-Polish co-operation and 

3 .  

Hungary W i l l  Increase 

The Polish-Hungarian company Haldex is expanding i t s  
It was s e t  up i n  1959 as  a joint-stock company. 

5 .  Some measure o f  co-operation e x i s t s  i n  t h e  assembly 
Hungary provides suoh p a r t s  

N A !I! O C O N F I D E  N T I A L  
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ROMANIA 

1. 
an alumina p lan t  a t  Tulcea (Romania). E u g a r y  through the 
Chemokomplex en te rp r i se  i s  supplying the en%%re ddsPga and 
technology. 
t o  process varying grades of bauxite, 

2. 
by the Talmacs Thread f ac to ry  i n  Romania and then transported 
back t o  Hungary; Romania i s  pa id - fo r  this s e m i c e  by suppliee 
of yarn. 

processed i n  Romanian p lan ts  - payment i s  t o  be ef fec ted  i n  
l ead  blocks r e s u l t i n g  f r o m  the processing, 

Hungary and Romania a re  working together t o  construc1 

Equipment w i l l  be manufactwed by both countr ies  
I 

Cotton yarn made i n  Hmgary i s  twi s ted  and processed 

3 .  Hungarian lead  s l ag  and agglomerates a re  being 

4.  BAacUnery f o r  the  c a n i n g  industry i s  being 
manufactured cwoperat ively.  
this machinery on the b a s i s  of Hungarian b%qe p r i n t s ,  i n  
re turn  the Romanians hand over a 'groport ion of' the s a l e s  
revenue t o  bragasy. 

n an a reemerat signed by $Be Hun araan PoriJeign 
Trade Briterprise f o r  Motos Vehicles (BBogur$ y 4he Au%o-baactor 
foreign t rade en te rp r i se  a$ Brasov, andl %he H$es%i Dacia 
Foreign Trade E n t e r p r i s e ,  the  firs% Hungarian spare par%s  t o  
be f i t t e d  i n  Romanian vehicles  were delivered ea r ly  i n  1972. 
Further Co-operatLom is envisaged whereby the Hungarian 
f ac to ry  w i l l  be receiving plan drawings from which ca r  and 
engine p a r t s  w i l l  be rnanufscfxxrgd f o r  Romanian orders. 

The Bornanian p lan ts  manufacture 

. \  

7 5 .  

USSR 
7 

1. Hungary is del ive ng 18 d i f f e r e n t  components t o  

There i e  a l s o  

the  Soviet Tolya-tti Works (producing F ia t  cars  under l i cence )  
and i n  re turn  tPie Tolya t t i  works w i l l  de l iver  65,000 Z h i g U l i  
c a r s  t o  Hungary i n  the  period 1970 t o  1975. 
extensive co-operation i n  bus rnanufac.é;vlmPe* The Gyor Wagon and 
Machine Works de l ive r s  axle housings f o r  Soviet buses and 
Soviet f a c t o r i e s  manufacture and de l iver  f r o n t  axles ,  lhydrauli 
equipment and o$her items t o  the Ikarus fac tory  in Hungasy. 

2. As a r e a u l t  of the decision t o  develop a p l a s t i c s  
indus t ry  using ethylene a s  a base9 Hungary and the  Soviet Unio 
have decided &O co-operate Pn the development of an ethylene 
p lan t  a t  the Tisza Chemical Combine l n  Leninvaros (capacity 
250,000 tons p/a). 
p a r a l l e l i n 6  the Dmzba II crude o i l  l i n e  and connecting w i t h  
the  West Ukrainian p l a s t i c s  plant .  
process 750,000-800,000 tons of gasoline per annum i n t o  
o l e f i n  products 

A 300 km pipel ine i s  l o  be constructed 

The Leninvaros p lan t  w i l l  

which the Hungarian p lan t  w i l l  Begin 

-73.- 
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. .  . I . . .  .>. , 

.. .. 

del iver ing  t o  the  Soviet Union baa 1975; 2% is elspected t o  
provide 130,000 ton9 of ethylene and 80,000 tons of propylene 
a n u a P l y  f o r  a per2od of a t  l e a s t  t en  "ears, 
Union, besides providing machinery and equipment f o r  the p l an t ,  
w i l l  by 1980 be sending %O Hungary 10,000 tons of high pressure 
polyeth l ene ,  90,000 tons of low ressure  polyethylene, 

2,500 tons of s tyrene monomers and 5,000 tons of  ethylene 
glycol  0 - - -~ _ -  ~ - __ ____ 

The Soviet 

4 5, 000 tons on polystyrene IO ,OO 8 tons of a c r y l o n i t r i l e ,  

3. The Hungarian-Soviet alum-earth agreement has been 
i n  existence s ince  7962. It provided t h a t  beginning i n  1967 
Hungary delivered increasing quan t i t i e s  o f  alumina ea r th  t o  
the  USSR each year. The volume i s  expected t o  peach 330,000 
tons i n  1980. Using the cheap hydro-electric power avai lable  
i n  the USSR, 1659000 tons of aluminium w i l l  be produced and 
s e n t  back t o  Hungary i n  the form o f  duminium blocks. 

Synthetic Leather has devsilopod, together  with the I n s t i t u t e  
of the Leather Indus$ry i n  Moscow a proces8 f o r  vulcanizing 
of shoe so le s ,  this Be being put on %he wor+U market as a 
j o i n t  Hungarian-Sovis$ l icence ,  

4 .  The Hungarian Research InstituCe f o r  Leather and 

1 ,  Ikarus  and the  precis ion instruiments f ac to ry ,  which 
a r e  both  members of the  W I  Me$d Inàeistm'y associated en terpr i se  
of Belgrade signedl a 5 year co-opesa%ive cont rac t  i n  9972 w i t h  
the Hmgzriana fims Raba-Gyoer and Mogurt. Under th6 c o n t x o t  
Hungarian and Yugoslav fims w i l l  de l ive r  t o  each other  pairts 
and assemblies %or buses. 
requirements f o r  spec ia l  vehicles ,  e .g ,  r e f r i g e r a t o r  v a m ,  
tank vehic les ,  a s  w e l l  as engines bu i l% on bas i s  OP the West 
German " M a n "  l icence.  Yugoslavia w i l l  suppl Hungary w i t h  

c e r t a i n  t ypes  o f  axles,  

i n t o  3 5 year co-operation agreement w i t h  We Yugoslav ''Sever" 
motor works. The j o i n t  working agreement c a l l s  f o r  a mutual 
product development programme i n  the small household ap.lia%re 
fib,Xd; an individual  p a r t s  manufacturing programme; co-w--7t?3ted 
s a l e s  e f f o r t  and mutual exchange o f  technology. I n  MES .I T;c 3 
I n d u s t r i a l  Instruments concluded a s imi l a r  working agreeinect 
w i t h  another Yugoslav enterpr i se ,  the Obod appliance works of 
Cet in je  - th i s  agreement concerns the production of  automatic 
washing machines 

Hungary w i l l  cover Yugoslavian 

i n j e c t i o n  systems for d i e s e l  motors, engine 3: locks  and 

2. In l a t e  1967 I n d u s t r i a l  Instruments (Hungary) en5ered 

using the  I%alim tvIndesit88 l icence.  

. .  . . ,  . 
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N A T  O C O N F  I D E . N T  I A L  

3. The co-operation agreement has been renewed (1972) 
between the  Komarom O i l  Company and the Novi Sad Oil processing 
company (Yugoslavia) whereby large amounts of o i l  are despatche 
t o  Komarom t o  be re f ined  and are returned t o  Yugoslavia i n  the 
form o f  pe tro l ,  paraf f in ,  bitumen, grease e t c ,  The Yugoslav 
firm pays f o r  this i n  do l l a r s  and enables the Komarom company 
t o  u t i l i z e  spare capaci ty .  
ref ined a l  Komarom i n  accord&% with the agreement. 

In 1972 90,000 tons of oil were 

N A T O  C O N F  X D E N  II I Q  L 
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APPENDIX IX 

HUNGARY - ECONOMIC GROWTH, LONGTERM RATES 
(Average annual percentage growth) 

1966-70 1971-72 n .. 

Met Material Product 

Gross Investment (a) 

Agricultural Output 

industrial Output 

Industrial Labour 
Productivity 

Retail Sales 

Real income per capita 

i. 4.7 

5 . 1  

1 .3  

8. O 

- 
5.2 

3.4 

6.8 6.3 

10.4 3.8 

3.5 6- 5 

6.2 5.6 (b) 

5.9 S . 8  (b) 

a. 9 6.8 

6.0 4.3 

5.6 

5 0 9  

3.7 

5.9 

4.6 

6 .8  

4.7 

(a) Gross fixed capital formation; excludes changes in inventories. 

(b) Includes results for first half of 1973. 

SOURCESr Hungarian media; ECE 

N A T O  C O N F I D E N T I A L  
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a . - - - -  

CHART A - GRAPHIQUE A 

1- OF GROSS AGiUCULTiJRAL PRODUCTION ABD GROSS AGRICULTURAL PRODUCTION PER ACTIVE: URNE3 1960 - 1% 
- 
ms= D E U  J ? j g g Q Q  m EaERcAN T UNE ACTIVTTE FWUNEWE. DE 1960 B 197a 

(1960 = loo\ 

I 

! 

Inder of gros6 l g : l c d t ~ - 4  
production per active eamer I 

Indice de la production agricole 
brute par persome exarceat =e 
activité rémLnLr la 

I 

Indice de l a  production e c o i e  
brute 

I 
N A T O  C O N F I D E N T I A L  1 
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N A T O  ‘ C B N F P D E N T I A L  
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TABLE B - TABLEAU B 
IHDUSTRIAL PRODUCTIBZ'PY - 1964/1%7 AMD 1968h97 1 COMPARED 
PELODUCTIVI'PE DANS L'IMDüSTRIE - COBPARAISOM EWRE 1964-1967 ET 1968-1971 

IHDVsTElr 

U 
Eiectrlcal  energy indplstry 
Yetaïlurgy 
i(aohine m a c m e  ~ ~ W a ~ b d m t v  
koduction of vehicle6 
Kiectrical  machines & appliances 
Peleceeie & v a c ?  engineering 

Precision engineering 
Iron + metal mass pradtacts 
Ehgineering t o t a l  
3irilding materials  industry 
Chemical industry 
eeavy industry t o t a l  
Feavy industry ex. mlalx!.g 

2oœd proîessing induütry 
Paper indus try  
h i n t i n g  
T e x t i l e  industry 
Leather, O u r ,  shoe industry 
Texti le clothing industry 
Handicrafts + home c r a f t s  
Light indus try  %al 
Other industry 
Soc. Ind. Bt. food pro. ind. 

Food processing industry 
soc. Ind. t o t a l  

PRODUCTION 
INDICE DE LA 
PRODUCTION - 

I964/ 
1967 

lQ4' 
127 
117 
1 27 
121 
127 
142 

î 32 
122 
126 
128 
144 

125 
127 

f15 
144 

119 
121 

123 
128 
146 
125 
117 
124 

113 
122 

- 

I 

P 

1968/ 
1971 

100 
123 
115 
1 O4 
135 
132 
124 

129 
120 
122 
102 

137 
118 
.! 22 

'115 

1 O7 
129 
96 

113 
114 
I31 
109 
157 
117 

112 
116 

ER PERSobl EHPLOYH) 
IIYDII 
m1 

-,wmA 
19641 
1967 
114 
127 
117 
117 
116 
118 
129 

120 
124 
119 
120 
124 
120 
120 

i î 6  
126 

119 
116 

110 
1 O7 
124 
112 
115 
118 

114 
116 

DU 
3m 
&?EL- 
1968/ 
1971 

106 
119 
111 
1 os 
133 
125 
111 

118 
169 
117 
1 O0 
123 
112 
117 

11s 
99 

118 
1 O 0  

112 
106 
14h 
110 
132 
113 

103 
112 

119 
1.29 
117 
117 
116 
119 
128 

124 
121 
119 
122 

125 
121 
120 

116 
121 
118 
114 

112 
115 
117 
115 
119 
119 

111 
118 

DU 
ENT 
L 
'1 %8/ 
1971 

1 O9 
128 
118 
116 
146 
137 
120 

127 
120 
126 
106 

132 
122 
126 

126 
1 O5 
129 
1 O7 
124 
110 
125 
117 
145 
122 

112 
120 

F PERSONS PlPLOYED 
NDICE DU AWBRE DE 

1964/ 
1967 

92 
1 O 0  
101 
108 

1 O5 
108 
108 

111 
100 
106 
106 
116 
1 04 
106 

99 
117 
1 O0 
105 

113 
119 
119 
110 
I O1 
106 

1 O 0  
1 O5 

M A T O  C O N F I D E N T I A L  
M A T O  C O N F I D E N T I E L  

94 
102 
1 04 
99 

1 02 
1 O5 
112 

109 
1 O9 
1 O5 
103 
111 

1 03 
1 O5 

1 O0 
107 
110 
96 

102 
lo8 
90 
99 

119 
103 

110 
104 

Extraction 
b e r g i e  électrique 
Yétallurgie 
&chines 8 ccnetruction da meshbmi 
Fabrication de vdh: cuïe  s 

Yackines e t  appareils é lec tr iques  
Xéléconimunicationii e t  indutr ie  
iu v ide  
Wécaniqüe de gréci sion 
Frodd t s  ferreux h sétallicp.os 

Katériaux de construction 
Chimie 
Total indUstrLc lmrde 
Industrie 1%. Ce r,:;ceate 
extraction 
Transformation du b o i s  
Papi er 
Imprimerie 
Texti le 
Cuirs, peaux, chaussures 
Vgtements de coton 
Artisanat 
Total indus tr ie  légère 
Autres indus tr ie s  
Secteur é t a t i s é  except6 ipàuetrle 
alimentaire 
Industrie aliment air e 
Total secteur é t a t i s é  

Tot& COnl?tniC~iOnf Q 6 C d q U B X  
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ANNEXE au 
TABU C - TABLEAU'C 

INDUSTRIAL PRODUCTIVITY I B  STATE AND COOFBUTIVE INDUSTRY SINCE 1968 . 
(1960 = 100) PROWCXIBIfflE DE L'INDUSTRIE ETATISEE ET COOpEBAffIBE; BEF'üIS 1968 

Heavy i a d ? ? S t r y  
of : Engineering 
which Chemical industry 
Light industry 
of : Textile tndustry 

~ o o d  processing industry 
Other i..axstrie s. 
Cooperative industry total 

Texkiie s'iewiing 2.ntlizstx-y 

fmUSTRIE ETATISEE 
1 13 
196 
122 
7 O8 
99 
95 
195 
'1 O2 
T13 

4 4 4  
111 

c_u 

1 O 0  
107 
105 
1 03 
98 
92 

11: 
I04 
4 1 0  

127 
t 06 
P 

114 
116 
I19 
110 
193 

99 
915 
107 
117 

4 38 
113 

112 
99% 
119 
119 
114 
119 
110 
141 
i i ô  

7 28 
126 
150 
127 
118 
118 
7 54 
119 
150 - 

107 
IO8 

167 
106 
11.0 
109 
81 

I11 
I W  

120 
120 
1 23 
118 
124 
.32t 
96 

120 
119 

_13 

1971 

121 
125 
131 
116 
107 
1 O1 
127 
112 
122 

156 
120 
Iq 

137 
136 
152 
125 
130 
121 
132 
130 
130 

__9 

BRANCHE D'ACTIVITE 

Industrie lourde 
dont : Constructions m é ~ a n i ~ e ~  

Industrie lég6i-e 
I 
dont : Text l l r r  

I 

Chimie 

ViStemuts tsxtl l-n 
ImprLna, Lu i 

l 
Industrie i -s~nLitLilt  

I 
dont . Canse:**.=-rie 

Autres indw;:a-a s 

T o t d  ilidustï-ic x ta t i s ée  

t 
Industrie lourde 

I 
dont : Constmc-Lions mécaniques 

I 

Industrie légore 
I 
dont : Textile 
I Vbtements texti le 
l 
Industrie alimentaire 

I 
Autres industries 

I 
Totd  industrie coopérative 

chimit? I 

I 
I 

I 
Br 
I 
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Eeavy lndustrp 
o f  : Engineering 
which 

Building materiels 
lndiiatrg 
Q l e d o a l  indiistry 

Light industpp 
of : Textile M u s t r y  
a* ~ e x t i ï e  clct$ing ind. 

Leather, fw, shoe ind. 

Food proces€il.Ug ipdtish-g 
Other industries  
state industry to ta l  

Heavy industry 

o f  :ErtgineQ1.ing 
t a c h  

Briilâlng materiels 
lEdU8tZ-Y 

Qleraical 'industry 
Light lnduafry 
of : Textile industry 
a* 'Pertile ciofhing inb. 

Leather, fur ,  shoe id 

Food processing industry 
Other industries  
Cooperative industry to ta i  

1 O3 103 
m 2  1 O1 

97 91 

108 113 
1 O1 1 05 
99 124 
98 99 

1 02 8a 

1 O5 108 
1 28 1 67 
104 107 

q12 107 
113 106 

l i a  96 

112 110 
102 1 O5 
110 115 
104 1 O 1  
1 O3 110 

154 160 
117 116 
1 08 108 .--- 

Bpp 
mc€l 

FofiEIGBI 
mADB 

__c 

113 
110 

1 47 

105 
116 
116 

' 108  
1 24 

108 
139 
112 

116 
119 

119 

84 
86 
51 
79 

1 O3 

245 
94 
95 - 

112 1 20 123 
411 . I  12.7 I 119 

118 115 110 

4 06 q 4 4  108 

110 108  117 
110 103 124 

109 116 112 
143 4 %  133 
l?? 4 20 119 

108 1 124 111 

134 
135 

130 

130 

, I 116 1 e3 
123 60 
120 128 106 
119 141 108 

228 21 8 798 
140 126 1 O9 
126 113 
I_ - 

120 
119 

107 

131 
111 
106 
115 
140 

?13 
157 
117 

150 
150 

130 

160 
122 
120 
122 
125 

291 
165 
138 

H A T O  C O l V F I D E W T I A L  
N A T O  C O N F I D E N T I E L  

1971 

dOLFisALE 

RE2AIL 
B%OS e t  

+ 

_nrn-- 

121 
126 

108 

1 26 
121 
136 
104 
97 

123 
248 
124 

117 
120 

104. 

107 
130 
115 
121 
144 

297 
126 
129 

!E 

3REIiiN 
.RBDE: 

YcmFiERCl 

mJ.a - 

-ru- 

132 
131 

1 52 

119 
125 
114 
1 47 

I 133 

134 
1 149 

129 
I .  

161 
' 163 

144 

1 141 

1 l:; 
1 2 

199 1 136 1 133 - 
I 
I 
I 

- 

Industrie lourde 
iont : Constructions mécani- 

que s 
Hatdriaux de const=- 
tion 
Chimie 

Industrie 1égh-e 
dont : Pex'ciie 

mtements t e r s i l e s  
Cuirs, peaux, &au+ 
sures 

Industrie alinionteire 
Autres industr-aa 

Industria léghre 
dont : C O ? i 8 t n i C t i O M  a é c d -  

ques 
Matériaux de ecnst,mc- 
tlon 
Chide 

Industrie legère 
dont : Textile 

Vatement s text i le  
Cuirs. peaux, chaua- 
ames 

industrie dimentaire 
Autres industries 
Total industrie coopérative 

I 
1-' 
O 
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9 
N A T O  C O N F I D E N T I E L  

TSLËG - !@BBLEAU G 

AVERAGE MONTHLY EARNINGS OF WORKERS AM) EWLOYEES I N  STATE AMD COOPERATIVE INDUSTRIES BY SECTOR 
GAINS MENSUELS MOYENS DES OUVRIERS ET WLOYES DES INDUSTRIES ETATISEES ET COOPERATIVES. PAR SECTEUR 

a 
1 

2,197 
1,953 
2,172 

2,233 
2.342 

2,199 

2,345 
2,887 
2 , : M  

2 063 

SECTEUR - SECTOR 
INDUSTRY - INDUSTRIE 
A. State - Etatisée 
B. Coop. - Coopérative 

s o c i a l i s t  - Social i s te  

A. State - Etatisée 
B. Coop. - Coopérative 

s o c i a l i s t  - Social i s te  
AGRICULTURE - AGRICULTURE 
A. State - Etatisée 
B. Coop. - Coopérative 

s o c i a l i s t  - Social i s te  
TRANS + COW - TRANSPORTS ET 

TELECOMMUNICATIONS 
A. State - Etatisée 
B. Coop. - Coopérative 

s o c i a l i s t  - Social i s te  
'FRADE - COMMERCE 
A. State - Etatisée 
B. COOP. - Coopérativ2 

s o c i a l i s t  - Social i s te  

O T H B  - AUTRES * 
Soc ia l i s t  - Social i s te  

TOTAL - TOTAL 
A. State - Etat isé?  
B. coop. - Coopérative 

s o c i a l i s t  - Social i s te  

- 
1955 
I 

1,217 
1,110 
1,209 

1,195 

1,193 

922 

1,112 

1,112 
1,112 

1,000 
900 
973 

1,102 

1,141 

1,125 

- 
1960 - 
1,617 

1,609 

1,610 

I ,525 

1,623 
1,611 

1,357 

1,502 
1,750 
4 ,503 

1,418 

1,401 
1,757 

1,541 

1,575 

1 9 547 - 

- 
1961 - 
1,630 
1,498 
1,619 

1,628 
1 , 577 
1,624 

1,383 

1 9 520 
1,784 
1 520 

1,421 
1,366 
1,406 

1,601 

1,599 

I, 568 - 

- 
19b2 -- 
1,669 

1 ,657 

1 

1,620 
1,672 

1,525 

1,371 

1,559 
1,788 
1,560 

1,451 
1,432 
1 ,UY 

1,639 

1,638 

1,607 - 

- 
1964 - 
i ,759 
i ,623 
1 ,748 

1,790 
1,715 
1 ,779 

1,501 

Ir737 
1,825 
1,738 

11543 
1,550 
1,545 

1,689 

11757 

1,725 - 

1965 - 
I ,767 

1,756 

1,810 

I ,794 

1,625 

1,773 

1,511 

I ,749 
1,845 
1,749 

1p572 
1,564 
1,567 

1,707 

1,766 

Is731 - 
State administration, cul tural ,  health,  e tc .  establishments 
Administrations, 6tablissements cul turels ,  sani ta ires  e t  autres de 1'Etat 

'. 

1966 - 
1,846 
19683 
1,833 

I 907 
1,807 
1,881 

1,590 

1,815 
1,986 
1,816 

1 , 696 
1,676 
1,690 

1,819 

1,856 

1,817 - 

1967 - 
1,896 
19712 
1,880 

2,018 
1,861 
1,990 

1-8 657 

. ~ .. 

I ,872 
2,ia4 
1,873 

11752 
1,762 
1,755 

1,856 

1,915 

1,875 - 

A N N E X t o  . 
ANNEXE au 

- 
1,968 

, 937 
,732 
,919 

- 

!,I07 
1 , 903 
!,O31 

I ,822 

x,-- _I 

I 

1,946 
2:215 
1 947 

1,817 
11806 
1k814 

I 

I 
1 

1,889 I 

l 
I 

Ir 1,915 
I 
1 
- 

I 

l 
I 
I 
t 

I 
l 
I 

7+ 

1969 - 
!,O09 

9 603 
1,990 

!,198 
!,O01 

!,I28 

1,966 

-.- ~ 

2,057 
2,423 
2,056 

1 ,878 
I ,893 
1,882 

1,953 

2,012 

1,998 

-- 
1970 

2,115 
1,898 
2 9 093 

2 , 341 
2,112 
2 , 773 

2,133 

... 

2,235 
2,650 
2,237 

1,97G 
2,032 

i ,387 

2,048 

2,i39 
2,046 
2,129 

--.- -- 

,297 
045 
270 

,336 
, 452 
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