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ECONOMIC REVIEW OF BULGARIA

- - Report by the Economic Committee
SUMMARY AND CONCLUSIONS

The economic development of Bulgaria is closely
dependent on its relations with the Soviet Union, both as
regards its industrialisation and as régards the implementation
of economic reforms and the pattern of its foreign trade. A
traditionally agricultural country, it has been developing its
industry- for some years with remarkable speed, the rate of
growth being one of the highest in the world. Its stendard of
living is sufficiently high for the country to be considered
as heving progressed beyond the under-development stage.

Nevertheless, as in most socislist economies, there hes been a

tendency for the rete of economic expension to slow down

during recent years.: More, heavily dependent on foreign trade -
thon the other countries of Eastern Europe, ‘Bulgaria st present.
conducts 55% of its trensactions with the USSR and plens to =~
raise this proportion to 70% during the next decade -

(peregrephs 1-3).

, 2. - In spite of its. smell size, sparse population, limited
naturel resources and restricted domestic merket, Bulgaria has
carried through its industrial transformation 'mainly owing to
the finencial end techniczl help given by the USSR: the reatio
between industrial output and egricultural output stood ot 16:42
Just before the war; it had become 49:26 in fevour of industry
in 1968 (paregraphs 4-~11). ' L -

3. The first steps had been tzken between 1966 and 1968
to implement an economic reform progremme based largely on the
Czechoslovak model; however, it hed been introduced with much
hesitation and only in certesin limited sectors of the economy.
After the events of the summer of 1968, the Bulgarion lezders
thought it advisable to steer clear of the liberal reform
philosophy of the Czech: economists and to. return more
uncompromisingly to Soviet concepts. Very few of the originel
intentions have survived this reversecl of policy, which has been
eccompanied by increased Perty control over the economy. Future
prosp?cts depend primerily on the Soviet attitude (paragraphs
12"‘35 -
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4. Tt hog becn announced that with the co-operation of
the Soviet Union there is to be a reform of the planning
system involving the use of computers; once this system has
been worked out, it should serve as a prototyge for all the
countries of Ecstern Europe (paragraphs 36-3

]

5e As regards industrial output, Bulgaria had had the
highest growth rate of the COMECON countries (15.9%) up to
1960; since 19€¢1, however, this distinction has gone to Rumania.
The originality of the 1966-1970 Five Year Plan lies in the
fact that priority has no longer been given to iron and steel
but to chemicals; industrial output is to rise at an average
anmual rate of 8.2% until it accounts for 52-53% of the
national income in 1970 (paragraphs 38-43).

6. In the economic field, the last two years have been
narked by a certain decline attributable nainly to the
disappointing agricultural record resulting from bad weather,
Bulgaria's agrioculture, however, is one of the best organized
in Eastern Europe; as a result of relentless and energetic’
efforts_to_modernise farming equipment end improve methods,
yields, even during periods of drought, are 23 times higher
than before the war. Industry is continuing to expand rapidly
(the rate being 11.8% in 1968 and 9.9% in 1969) and special
attention is being given to the demands of technology: the
régime seems to be preoccupied with atomic power and conputers..
The standard of living of the Bulgarian population has
jimproved considerably during recent years, and in 1569, which
marked the 25th ammiversary of the revolution, the growth rate
of the consumer goods ‘sector for the first tine exceeded that
of capital goods. Nevertheless, the high level-of private
savings indicates that the choice and quality of goods
ovailable are still inadequate (paragraphs 44-70),

Te Bulgeriatls exports represent 22% of the net matericl
product and the volume of trade is increasing uore quickly than
the growth rate of the national income., The trade pattern has
noticeably improved as a result of industrial expansion, and
the proportion of manufactured products in the country!s
exports rose from 32% in 1960 to 46% in 1969; however, this
diversification is mainly confined to intra-COMECON relations.
One of the salient features of the Bulgarian economy is its
close dependence on the USSR, whose deliveries of raw materlals
and equipment are of vital importance for industrialisation omnd
vhich offers = practically unlimited outlet for a good many
products which would be difficult to sell on Western markets.
Bulgariats trade with Western countries still represents
oply a small shore of the total and its prospects in this
dlrecﬁion are limited by its extensive indebtedness. The
adoption of a restrictive policy in respect of imports as from
1968 resulted lost year in a smaller number of foreign
transactions, in particular with Western countries, and in the
first positive trade balance (paragraphs 71-81),
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8. Bulgeria has greatly benefitted from its membership
of COMECON, some countries of which (Czechoslovakia, the
Soviet-occupied Zone of Germany, and Poland) have also
provided substantial aid. This is why Bulgaria is not opposed
to plans for co~operation and closer integration within
COMECON., A decision was recently taken for joint planning in °
certain econonic secctors between Bulgaria and the Soviet Union,
and then with Poland as well. Like certain other countries of
Lastern Europe, Bulgaria has lately shown an interest in the
establishment of mixed enterprises to be managed jointly with
Western companies (paragraphs 82-34).

9. At ite present level, Bulgaria's industrialisation
can no longer cdvance at a sufficiently rapid pace without the
2id of the equipnent and sophisticated technology of the West,
In view of the substantial credits already granted, this
nmeans that it will have to make considerable efforts if its
products are to be competitive on Western markets, The
conclusion of co~operative agreements between Western and
Bulgarian concerns and the growth of tourism might help to
solve this problem, It is true that Bulgarial's very close
ties with the Soviet Union discourage it from taking any’
initiative which might incur Moscow!s displeasure, but the.
influx of tourists, besides bringing in foreign currency, has,
no doubt, had some psychological effect on the population.
However, the level of Bulgaria's trade with the West is so
low that it could probably be developed without alarming the
USSRy : _

10, The éoﬁn%ry‘s hodernisation entails a measure of

ccononmic and intellectudl liberalisation which is in the interest -

of the West; it is also in its interest to develop its trade
with Bulgaria, which provides an outlet for its industrial
exports.,. Although the Western countries have little chance of
varting Bulgaric from the Soviet Union in the near future,
they could nonec the less help it to promote its national
interests by establishing closer economic relations and by
naking it easicr for Bulgarian products to come on to their
own markets. However, it should be remembered that several .of .
Bulgarial's exporis may compete with those of NATO countries
also undergoing industrialisation.

~3m NATO UNCLASSIFIED
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LECONOMIC TRENDS IN BULGARIA

- 1. With o population of 8,472,000 inhabitants and an
area of 110,900 sq.km, Bulgaria is one of the smallest
countries of Eastern Burope. It is also one of the least
developed ones, its gross national product per head, estimcted
at $1,010 in 1967, representing about two-thirds of that of the
USSR (but three or four times that of Albania)(l). _ ‘
Nevertheless, its cconomy does have several quite original
features, : ‘

24 Bulgoricts economic development is closely dependent
on its relations with the Soviet Union, both as regards the
development of ite industry and as regards the implementatiom™ -
of economic reforms and the pattern of its foreign trade; the
events of 1968 further strengthened the already predominant
v8le of the USSR in Bulgarials policy. &4 traditionally
agricultural country, Bulgaria has been developing its
industry for some years with remarkable speed, the rate of
growth being onc of the highest in the world; having started at
o very humble level, Bulgariza has now progressed beyond the
under-development stage, mainly owing to the financial and
technical help given by the USSR. Limited natural resources
and too narrow o domestic market make Bulgarie more heavily
dependent on foreign trade than all the other countries of
Bastern Burope; at present, transactions with the USSR represens
55% of the totol volume of trade and this proportion should
increase to 70% during the next decade. D

3e The purpose oﬁ this report is to review Bulgariaots
econonic situction and its future prospects; the study is
divided into threec parts, dealing successively with the
relevant background information, domestic economic developnents,

~ and external econonic relations. :

I. BACKGROUND INFORMATION

4. Netural resources

4, Except for the processing of agricultural products,
there is no naturcl basis for a Bulgarian industry., Anthracite
deposits are scarce, but the lignite resources are sufficient
to meet the present domestic demand, and it is thought that
this will allow more powerful generating stations to be built.
The amount of oil discovered and extracted so far is
comparatively smoll; the production of natural gas may be nore
promising, for the reserves are estimated at 30 nilliard cubic
netres. Two netallurgical complexes have been set up as o

(1) However, the notion used in Bulgarian official statistics
does not correspond to the Western concept of gross
national product; there are considerable divergencies
between Western experts! estimates of the latter owing o
differences in their methods of calculation

- NATO UNCLASSIFIED




DECLASSI FI EDY DECLASSI FI EE -

NATO UNCLASSIFIED -8
AC/127-D/ 70,

result of the discovery of iron ore, but Bulgariz has
practically no coking coal which must, therefore, be imported.
The Eastern Rhodope Mountains contain deposits of lead, zinc,
copper and othner non-ferrous metals but in small quantities.
Sulphuric acid is produced by roasting sulphurous metallic
oresg; salt resources are adequate for the production of
caustic soda and chlorine, Bulgaria has to import potassium
and phosphates but has sufficient quantities of lime and of
all other materials required for the manufacture of cement,
The production of cellulcse may be appreciably increased once
proper access roads to lumbering regions have been built,

. B. Population and emplovment

’ 5, At the end of 1969, Bulgaria had a population of
8,472,000, which represents a density of 75.7 inhabitants per
square kilometre. IBthnic minorities (approximately 12% of the
population) include 660,000 Turks, whose number is expected to

decrease gradually in accordance with the Turkish-Bulgarian
agreement on the reugitingan_iamilies+_and_abaut_ZOOTOOO

PUBLI C DI SCLOSED/ M SE EN LECTURE PUBLI QUE

gypsies, The growth rate of this population has been steadily
declining since the post-war period. The rising trend still
recorded each yecor is mainly due to a reduction in infantile
mortality and o an increase in longevity. The proportion of
youth to the rest of the population is the lowest in the Balkan
countries, being 23,9% in Bulgaria as against 26.3%% in

Rumania and 31,1% in Yugoslavia., The birth rate continued o
drop throughoul the last decade and fell to 14.9 per thousand
in 1966 and to 15 per -tholisand gn 1967; in 1967, when theére

was a slight incrcase in the death rate (9 per thousand), the
rate of natursel growth was the lowest ever recorded in 50 years.
Ilew measures were then taken by the Bulgarian leaders to
increase the birth rate; these were aimed in particular at
encouraging families to have three children, ‘the minimum
congidered essential in order to reach a population figure of
10 million inhabitants between now 2nd 1980, Probably as a
result of these measures, the birth rate Jumped to 16.9 in 1963
and to 17.3 in 1969, but the Bulgarian Authorities have set
themselves a targes of 18 per thousand,

6. The ecohomically active population was estimated at
4,235,000 in 1965, representing 51.4% of the total population.
The population of working age - this being between 16 and 60
Tfor men and betwcen 16 and 55 for women - at present exceeds
4.9 million, Urbanisation is making rapid progress and the
precdominance of the rural population is about to disappear..
In 1969, the latior numbered only 4,243,600, while the urban
povulation had reached the figure of 4,160,500, MTaking into
account the increasing mechanisation of agriculture, there is
no shortage of labour; it is necessary, on the contrary, to
create a sufficient number of new jobs.

NATO UNCLASSIFIED ~8-




NOILVDIZISSY 1D SNVS OLVN

43HLO
S¥N3Ld3s s3ALNY

JavyL
3243IWW0D

NOILVDI4ISSY1D SNVS OLVYN

IO 179Nd NI NI IS N /A0S 1A 2 1719Nd - 33 14 ISSVT1OEA /a3 14 ISSY 1OIA

NOILYJINNWNOD ANV LJOJSNVYL

SNOILVDINNWNOD L3 SLAOdSNVAL .

AYLS3H04 ANV JANLINDIYIV
S13304d 13 ANLINDIOY

il " ‘

|

VidvOINg 40 NOILVZIIVIdLSNANI
31dvoINg V1 3d NOILVSITTVIdLSNANI

I LYVHD - | 3NDIHAVYO

NOILONYLSNOD
NOILONYLSNOD

AYLSNANI
JI4LSNANI

=
I




DECLASSI FI EDY DECLASSI FI EE -

PUBLI C DI SCLOSED' M SE EN LECTURE PUBLI QUE

-9~ NATO UNCLA%KIFIED-

i A

C. Industrialisation of Bulgaria

T In its cconomic policy, the Bulgarian Government has
always faithfully adhered to the Soviet model and has recelved
full support from the USSR, One of the reasons for the extent
of this support lies in Bulgaria's potential rdle as the oné.
country having common frontiers with both Greece and Turkey,
which are also going through the process of industrialisation.,.

8. A traditionally agricultural country, Bulgaria,
since the advent of the Communist régime, has been expanding
all its activitics and this is bringing about a complete
change in its cconomic patterms. In 1939,.industry provided
only 15% of the notional income and consisted chiefly of smell
family concerns, the few large industries existing at the time
being dominated by foreign capital. The ratio between
industrial cutput and agricultural output at that time was
16:42; it had become 49:26 in favour of industry in 1968;
these figures illustrate the great transformation effected in
the space of & fow years, '

9. In this connection, agriculture played an essenticl
part by meeting the requirements for a growing labour force
and by providing the State with a supply of foreign currency
as the result of its imporiant export activity. The o :
cuthorities have never lost sight of its interests or of its
importance in the life of the country. Collectivisation has
been pursued with.an awareness of the real conditions of
peasant life which has often been lacking in other socialist
countries; it was also fdecilitated by a long tradition: '
Bulgaria is the only country in Eastern Europe to have .
carried out, even before the Second World War, an interesting
and remarkably successful experiment with agricultural
co-operatives on the farmers! spontzneous initiative,

10. The original feature of Bulgaria's industrialisation
is the fact that it has been based on the expansion of ’
electric, and especially hydro-electric, power. Since 1949,
the year in which the economy reached its.pre-war level,
modernisation of the country has been effected in a series of
five year plans, priority being given to the establishment of
heavy industry. Following the example of the USSR, more
cmbitious long-term targets were laid down in the directives
covering economic development in the period 1961-1980, The
growth in Bulgaria!s industry is mainly due to deliveries of
capital goods from the Soviet Union ard other European
Compunist countries; the credits granted by the USSR are

eurrently estimcted at 1.8 milliard roubles. Western countries,

too, have contributed, though less decisively, to the
Industrialisation of Bulgaria, =and the latter shows a growing
interest in the modern equipment and advanced technology of the
West as its economy becomes more diversified. 4s regards the -

~9- NATO UNCLASSIFIED
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grogs industrial product, Bulgaria had the highest growth )
rate of the COMECON countries un to 1650 (on average of 15.9%
between 1956 and 1960); since 1961, however, this

distinction has gone to Rumania. The swift growth rate of
these two counirics is a gign that their industrial
development is still at an early stage,

11. At the beginning of the 1960s, in spite of high _
growth rates and rapid modernisation, the Bulgaorian economy
was faced with the same kind of problem as most of the other
countries of Eastern Europe. Centralised planning methods -
had been effective in the first stages of industrialisation,
but with the growing complexity of the ecoromy, its future
prospects of exponsion seemed threatened by excessive
centralisation, arbitrary pricing and the lack of material
incentives, & thorough reform of the system of controlling
the economy seemed essential.

—— - Ds - Economic reforms —— - -

12, Although the Bulgarian leaders gave this matter sonce
personal thought, they seem to have becen guided by the Soviet
attitude. The first decision to reform the planning and
management systom was taken in November 1962, shortly after
Liberman's theorices were published in the USSR, As early as
1963, the proposcd measures were tried out in a number of
pilot enterpriscs, but were finally accepted only in 1965
ofter the new Soviet system had been adopted by the 23rd
Congress of the Communist Party., The first steps were token
between 1966 and 1968 to implement this reform programme,
which was based lorgely on the Czech model; however, it was
introduced with much hesitation and only in certain limited
sectors of the economy. After the events of the summer of
1968, the Bulgorien leaders thought it ocdvisable to steer clear
of the liberal rcform philosophy of the Czechoslovak
econonists and to return more uncompromisingly to Soviet
concepts. Very few of the original ideas have survived this
reversal of policy, which was accompanied by increased Party ™ .
control over the economy. : :

The initial programme

13. Aimed ot establishing a more competitive economy ond
at introducing more flexible management methods, the Bulgarion
reform programme tried to combine increased autonomy for ‘
enterprises with the maintenance of a centralised planning
system. However, ‘the measures envisaged were weakened by the
half-hearted way in which they were implemented. -

14, Enterprises were to be allowed more freedom in their
production, invesitment ond wage policies. In principle, their
decisions were to be based solely on the criterion of profit.
The Govermment, however, maintained a number of market
regulators, allowing it to keep strict control over economic

NATO UNCLASSIFIED -10~
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developments., The autonomy enjoyed by enterprises under the

new economic system was restricted in so far as decentralisation
meant that the decision~making powers were delegated to
mtindustrial associctions™ managed by Government nominees and
invested with cuthority to co-ordinate production, scientific
and technical research and sales policy. Democratisation

within the enterprise took the form of "production

committees"; these were elective bodies with purely

consultative functions concerning, in particular, profit-
sharing decisions and the choice of the managerial staff,

15. ' The notion of "planning at base" seemed to be 2

. 2ign of a trend towards liberalisation, enterprises no longcr
" being required vo reach a production target fixed by the State
but being allowed %o negotiate contracts with their suppliers

and customers; howvever, for essential commodities, the

State entered into annual contracts which were designed to
cover the requirements of the domestic market and of the
export progrumme and which, in proportion to the importance
of these commoditiés in total output, which varied according
to economic sector, had the effect of imposing limits on the
freedom of action of enterprises. However, the number of
compulsory indices in the plan had been reduced, so that only
the volume of production, the value of investments, and the
2llocation of raw materials and basic products continued to be
subject to centralised planning, although exchange controls
were maintained; in fact, other indices were fixed during the
trial period of the reforms.

16, Fidcal policy was centred on profitability. The
main source of revenue was turnover tax, variations in which
were a means of influencing the level of prices. The new
gystem had introduced a tax on the capital of enterprises fo
‘induce them to reduce their excess capacities. There was also
o progressive taox on profits, designed to act as an incentive
and at the same time to control the level of wages and
profits, but it proved, in practice, to have the effect of
slowing down the rate of expansion.

- 17. 4As regords investments, it was intended that self-
financing and baonk credits should to a large extent take the
place of budgetary appropriations. For this purpose,
enterprises were to establish a development and modernisation
fund representing o certain proportion of their capital and
profits deposited a2t the National Bank, on which interest weos
to be paid. Bank credits also carried interest, at a rate
inversely proportionate to the enterprise's profitability.
The end-result of this arrangement was, in fact, to penalise
certain branches which showed a deficit yet were of vital
gignificance to the economy, e.g. hecvy industry. In practice,
however, most investments continued to be the subject of
centralised pleonning., Thus, at the end of 1967, about 10% of

-11- NATO UNCLASSIFIED
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the projects were financed by bank credits, although 70% of
the industrial entverprises had gone over to the new system..
To encourage a more rational use of capital, the sums set
- ogide for depreciation were increased - despite continuing
uncertainty regarding the methcd of assessing assets - and
interest at 6% wos charged on the fixed and working capital of
enterprises. In the final analysis, the object of the new
system was to remove some of the obstacles inhibiting economic
growth, while at the same time leaving at the dispozal of the
State economic controls to enforce observance of the
priorities laid dowm by the political authorities,

18, With profit becoming the main criterion of economic
activity, a system of financial incentives tied the
remuneration of the workers to the success of the enterprice,
A wages fund was established, which the enterprise could use
to pay both the State-guaranteed part of the wages and the
additional amount which varied according to each workerts
contribution to the total output. From 1967 onwards, however,

the—original scheme wasrevised on less liberal lines; with —_—

the introduction of the hourly wage, the system now provided
for profit-sharing on the basis of many different criteria
from which an enterprise could select those best suited to the
nature of its activity. Wages cuts were to be made if the
accounts showed a deficit, and new production norms were laid
down, The reform programme thus beceame extremely complex and
arbitrary; although each of the measures adopted was
individually sound, their simultaneous application could only
lead to confusion.  What was being done, in effect, was to
find piecemeal solutions to .certain problems instead of
applying a cohexent policy.

19. Price reform was primarily aimed at adapting
wholesale priccs to production costs, the ultimate goal being
to put an end to the system of open and hidden subsidies
while adhering to the State's economic policy and respecting
the law of supply and demand., With this end in view, three
categories of prices were established on the Czechoslovak models
prices fixed by +the authorities for essential products; prices
freely negotiated by enterprises within upper and lower limits
determined by the State; and free prices. No precise indication
of the proportion of products falling into each of these
categories was given, The implementation of the reform was
repeatedly positponed, in fact; further conditions were laid
down for each of the three categories of prices by the Bulgarian
leaders, which raised doubts as to their sincerity. In short,
1t seems that the 0ld price system never ceased to operate
during 1966 and 1967,

20, Even before the reforms were discussed; several
measures had becn taken in the agricultural sector to
stimulate production: in part13§f§§7'5_§555§ﬁf€33 minimum wege
for members of collective farms, the introduction of a pension .

Scheme, the payment of bonuses, and the provision of incentives
for the cultivation of privately-owned plots. The new system
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aimed at reducing the number of compulsory'indiceé and sought
to make agricultural incomes depend on output. Attemptes were
made to approximate the agricultural co~operative system to

that of industrial enterprises and State farms, particularly

by establishing various funds which limited their theoretical
autonomy, by abolishing rent and by placing restrictions on
the cultivation of privately-owned plots. On the whole, the
Bulgarian leaders seemed to be more satisfied with the reforms
introduced in the agricultural sector than with those applied
in industry.

21l. The first steps taken up to 1968 to implement the
reform programme merely amounted to a mixture of sometimes
contradictory measures of unequal value. However, they
represented an effort to improve the centralised planning and
management system then in force. Although not all the
promises made were kept and although the new principles weire
only applied piecemeal, comsiderable progress was, in fact,
made towards the rationalisation of the econonmy.

The 1968 reversal of policy

22. With a sudden reversal of policy, the Bulgarian
duthorities returmed to thelr previous concepts during the
gummer of 1968, The official reason given for this change
was that the solentific and technological revolution made it
necessary to resort to mathematical methods and computers to
manage ‘the econonmy, .and that this entailed some recentralisation,
This is not a very convinting explanation in the case of a
oountry as little advanced as Bulgaria. It would seem nearer
the truth to say that the course of events in Czechoslovakia
had strengthened the fear that liberal-type reforms might
undermine the political monopoly of the Communist Party and
loosen the Soviet Union'!s hold over Eastern Europe.

23, In December 1968, after some pressure had been
exerted by the USSR and other Communist countries, a Govermmenth
reshuffle took place, several Ministries being abolished or
merged and new.ones created. The key.economic posts were
given to high-renking Party officials, some of whom were
members of the Political Bureau. In addition, the peoplels
councils were called upon to supervise the activity of all
the organizations and enterprises located in their respective
districtes. All these changes were designed to increase the °
Communist Partyt!s influence on the management of the economy,
both at the central and at the local level. This did not mean
that the reform progrocmme was discarded, but it was radically
recast in the 1light of Soviet concepts. It was to be applied
to the whole economy on lst January, 1969.
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24, An "Economic Co-ordination Committee", attached to
+he Council of HMinisters, virtually exercises control over the
wvhole economy; in addition to the harmonisation of economic
end financial projects and measures, its responsibilities
cover the allocation of investment resources, price policy cnd
ccononic and technical co-operation with foreign countries,
This has appreciably reduced the powers devolving upon the
"industrial associations" or "trusts", :

25. The mecasure of autonomy which had been granted %o
cnterprises has bcen reduced by the restoration of ceuntral

- planning as regards supplies (for which a new Ministry has

been set up), wages funds and technology, and by the
definition of new criteria for the establishment of enterprise
funds, the fixing of interest rates, the taxation system and
customs tariffs. Furthermore, participation within the
enterprise is limited by new regulations which put the manager
at the head of the production committees, now to be known as
"economic cormittces", and extend the powers delegated to the

trade unions, which are comsidered to be more docile,

26, Within this rigid framework, enterprises cannot
easily take the initiative in findirg ways to maximise profits.
However, measures have been introduced to facilitate self-
financing and rccourse to bank credit, while providing at the
same time for the allocation of temporary subsidies. There is
a ceiling for capital investiments and a new interest rate
policy has been outlinedd The;banking system was reorgenizod
on lst April, 1969; it was decided to set up an Industrial
Bank and an Agiicultural and Commerciel Bank with a separate
legal identity, but subordinated to the Bulgarian National
Bank: they opecratc in the provinces through the agencies of
the National Bank and their rcespective presidents are vice~
presidents of the latter. This reform is 2imed at increasing
the control exercised by the banks; these will have the right
to examine the cconomic and fimanecial position of enterprisecs
in order to give priority as regards credit to those with the
best profitability record., Furthermore, in February 1970, o
central cuditing system was introduced at the Ministry of .
Finance in ordcr to restrict the financial independence of .
cnterprises., "Trusts" are to be made resporsible for the tagk
of managing funds to be used for technical developnent -
purposes. .

27. The complexity of the rules for calculating
renuneration payments was further aggravated when the multiple
criteria system was extended to apply to the basic wvage and
not only to profit~sharing schemes., There is a long-term
plan to establish norms which will take technological progress
into account. A4s regards price reform, while rationalisation
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and flexibility officially continue to be the goals of the
régine, and although a revision of wholesale prices, "
agricuitural prices and customs tariffs has been unnounced,
it is quite clear that the trend towards centralisation is
affecting this ficld just as much as the economy as a whole,
and the idea of o tripartite price system seems to have been
shelved for the time being. -

28, The reformg introduced in the agricultural sectol
since 1968 hove mode Tar-reachning cnonges én i1ts structure,
nonagement methods ond scientific and technical stondards
which, by the niddle of the next decade, will bear very little
resemblance to what they were ten years earlier. Bulgeria'ls
economic policy in this sector is pursuing a dual goal: .‘the
specialisation cnd concentration of agricultural production
~nd the achievement of an integrated production cycle.

29, Specialisation and concentration have been the koy-
notes for the last two years, especially since the Central
Committee Plenum of September 1969, and a trend towards the
nerging of collective farms has appeared: this generally
neans forming groups of two to four agricultural co-operatives,
these being composed, in their turn, of several farms which
had been independent until the first concentration drive in
1958-59, Great emphasis is also being laid on the need to
introduce industricl methods in the agricultural sector. .

For example, huge stock farming units have been created within
the framework of the collective farms or by several farms on

a co-operative basgis, apd "complex nechanisation brigades"
have been formed. ;

30, The mogt original feature of Bulgaria's agricultural
reforne is the offort to achieve an integrated production
cycle, from the production of raw materials to the marketing
of the finished products. The establishment in 1965 of a
number of bodies under State control to be responsible for The
procurement and processing of agricultural products and their
sole on domestic and. foreign markets may, like the merging of
the Ministry of Agriculture with the Ministry of the Food
Tndustry, be recgorded as o first step in this direction. It
was clso with this end in view that several "agricultural-~
industrial complexcs" were formed on a purely experimenteol
basis ot the end of 1968 and the beginning of 1969; they cre
groups of State forms or agricultural co-operatives which have
been given the tosk of organizing joint industrieal, comnmercial
ond building entorprises. These complexes cover more than
30,000 hectares and each one employs approximately 50,000
people. Doubts ho¥e been voiced as to the profitability of
such huge concerns, in view of the failure of aon experimentcol

concentration scheme in 1958-59; since that time, however, so much

progress has becn made in infrastructure, technology ond
moncgement thet it would be unwise to juup to conclusions.,
Moreover, this new formula should go some way towards slowllg
down the exodus from rural areas.
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%l. There is continuing uncertainty as regards the
optimum organization of the agricultural sector, and other
solutions have been tried out recently: one is the
tindustrial-agricultural combine" where, in contrast to the
-agricultural~industrial complex, the basic cell consists of an
industrial enterprise; another is the agrocomplex, which is
more concerned with the concentration and specialisation of
production; its originality lies in the fact that it groups
together a number of enterprises which retain their legal and
economic independence under the authority of a board of
management; thirdly, there is a variation of the _
agricultural-industrial complex where the component units are
entirely independent except for the supervision of a
co-ordinating committee.

32, In discussions on agricultural reorganization, the
coexigtence of the two farming systems has never heen
challenged, although differences in status are becoming
progresgively less marked., XNot so lcng ago, it was mainly &

—questionof abandoningsome—of the—speecial features—of

collective farming; the co-operative principle faded out with the
abolition of the payment of rent to the peasants and,
therefore, of their theoretical ownership of land, and with the
introduction of the minimum wage guarantee. More recently,
however, it seems tc have been agreed that the agricultural
co-operatives are, in fact, superior, and their methods in the
fields of planning, financing and the remuneration of labour
have been extended to the State farms, Furthermore, whereas
hitherto a large number of collective farms (approximately 200
between 1962 and 1966) generally with a poor profitability :
record and located in mountainous regions, were converted into
State farms, the opposite trend was noted for the first time
in the spring of 1969 when several State farms were
incorporated in collective farms. Nevertheless, there continue
to be two quite distinct categories, as is confirmed by the
recent managenent reforms, with the creation of the Central
Union of Agricultural Co-operatives for the collective farms in
1967, the adoption of a new legal status for the State farmg in
1965, when a central "trust" was set up, and the establishment
in 1§69 of associations of State farms, as intermediate bodies
between the two existing forms, and placed under the authority
of both the central trust and the local people's councils,

35 1Iu the field of foreign trade, no new measures heve
been introduced since ‘3@5"353?%£T?Bm a custome duty reform
which is due to come into force om lst July, 1970; this provides
for a multi-tier tariff depending on whether it applies to
menbers of COMECON, to countries which grant Bulgaria the most
favoured. nation treatment, or to other countries., On
20th November 1969, as part of the codification of the relevant
1aws,.the con%rol exercised by the Minister of Foreign Trade
over the activities of enterprises was strengthened, and the
brinciple of State monopoly of foreign trade was reaffirmed in
newblguous terms. Om 12th February, 1970, the Council of ‘
Miristers deprived some economic ascsceiations of their right to
establish direct contact with foreien firms and set up new
groups under Ministries to perform *his function.
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34, In spite of the partial and piecemeal implementation
of the initisl programme and the reversal of policy in 1968,

the Bulgarian economy has, on the whole, reaped substantial
benefits from the experiment in progress. ZEmphasis is now

laid on profits, material incentives and self-financing. Some
of the powers formerly vested in the Ministries have been
delegated to the "trusts" but as many of the key posts in
these have been given to former officials, the effect of the -
transfer is somewhat limited. The reorganization of the .
banking system is likely to promote the decentralisation of
investments, although State control has been tightened. From
a more general standpoint, the trend of the reforms shows that
the economic system is not a rigid ideological concept, but is
capable of changing in the light of experience.

35. Future prospects are uncertain and they have become
even more problematical following the action taken at the end
of last year against the heads of certain economic associations
because of their foreign trade activities, which had allegedly
resulted in "breaches of State discipline in financial matters"
and which have led the Bulgarian leaders to impose further
restrictions on the rights granted to these groups. - As the
Bulgarian economy is less advanced than that of the other
countries of Eastern Europe, it is true that it can operate.
more easily under a centralised planning and management system;
none the less, a heavy price has to be paid for inefficiency,
end pressure will inevitably be exerted in favour cf more

~dering reforms. As in the past, any progress in this direction

will depend very tlosely on the Soviet attitude.

E. Sciehce and technology

36. It has been announced that, with the co-operation of
the Soviet Union, there is to be a reform of the planning
system involving the use of computers. Once this system has
been worked out, it should serve as a prototype for all the
countries of Eastern Europe, but, owing to the lack of
qualified personnel,- this plan cannot be implemented until 1971,
At the end of 1967, however, the ILO opened a study centre for
management techniques in Sofia, employing American specialists,
It has recently been decided that 300 computer centres using
IBM equipment should be set up in Bulgaria. In accordance with
an agreement reached with the USSR in May 1969, Bulgaris will
specialise in the production of certain electronic machines;
as output will greatly exceed nationazl requirements, exports
are expected to smount to 500 million roubles during the next
five-year period. The September 1969 Plenum laid strong
emphasis on the importance of technical progress, automation
and computerisation.
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37. Moreover, the importance of economic science seems
to have been officially recognised and a forecasting commission
has just been set up which will be directly responsible to the
Prime Minister ahd to the Political Bureau. Scientific
research centres, specialising in the various branches of the
economy, have also been planned for the financing and
co~ordination of activities in this field, taking into account
the need to ensure that none of these overlap and that
attention is focused on fundamental problens.

IT., DOMESTIC ICOIIOMIC DEVELOPMENTS

4. Gemerzl economic developments
(1) Fourth Five-Year Plan (1961-1965)

38. The Bulgarian economy has expanded rapidly over the
- past decade. According to official statistics, the national
income rose by an average of 6.5% per annum during the five~

“year-period—1961~1965+— Although—well below—the 9. 7% achieved
between 1956-1961 and the 9.8% provided for in the Plan, this
rate is one of the highest in Eastern Europe. During these
five years, some 7,600 million leva were invested in the
Bulgarian econony as compared with the planning target of
8,200, and certoin projects in the agricultural and in the
housing sectors could not be carried through. Industrial
growth was rapid = 11% between 1961 and 1965 as compared with
15.9% between 1956 gnd 1961 - emphasis being put on the capital
sector, the shore of which in the total rose from 47.2% in
1961 %o 52.3% in 1965, while the share of consumer goods
dropped from 52.8% to 47.7%. Progress was particularly merked
in fuel and poweor, metallurgy, the engineering and chemical
industries and building, mainly owing to aid from the Soviet
Union and the other COMECON countries. In the agricultural
sector, output rose more slowly despite heavy investments, and
results were very umeven, with a yearly average of 5,.7% betwecen
1956 and 1960 =nd of 3,2% between 1961 and 1965, when a rate

of 8-~9% had been planmed, These disappointing figures are
largely due %o bad weather, but also to a shortage of equipment
and to inadequate deliveries of agricultural inputs.,
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(2) Pifth Five-Year Plan (1966-1970)

Torgets

39« The originality of the 1966-1970 Plan lay in the fact
that priority was no longer given to iron and steel but to
chenicals, It provided for an increase in the national incone
of 45%-50%, representing an average growth rate of 8,7%, and
itz principal 2im was to speed up industrialisation. Overall
investments were to total 13 milliard leva and industry was to
be allocated 2 much larger share (51.5% as compared with 47,1%
during the previous period) at the expense of agricuiture,
whose share would fall from 24.1% to 18.1%. Industrial outpus
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was to rise by gbout 70%, representing an average annual
increase of 8.2%, ond to account for about 52% of the national
income by 1970. -About 70% of this increcse was to be the -
result of improved productivity and technological progress.
The branches of industry which were the most pronising in this
respect, such os those capable of producing the most for
export to the VWest or those which had benefitted from
specialisation within the framework of COMECON, were to be
given priority in the allocation of available resources. In

particular, the cngineering industry's share in overall

production wos to rise from 16.5% in 1965 to 20% in 1970, .ond
the chenical industry's share from 4.7% to 10.8/. S
Lgricultural output was to go up by 25% to 30%, representing
on onmuel avercge of 5.4%, which was a lower but more realistic
target than the onc set in the previous period. 4 special
effort was to be made in the fields of mechanisation and
jrrigation, Thec Plan also provided for an appreciable rise in
the standard of living, and real incones were to increase by
30% between 1966 and 1970, ,

The first two years

. 40, In 1966, the first year of the Plan, national inconec
rose by 11.1%, This prompted the Bulgarian plonners to raisec
their average ammual growth targets for the period as a whole
fron 7%, as originally planned, to 8,5%. Despite some
folling=off in the rate of expansion towards the end of the
year, industricl output increased by 12,4%, but the rise in
the level of employment, particularly of unskilled labour,
exceeded planning forecasts, while productivity declined.
dgricultural performance was exceptionally good, with .
production rising by 14.3%, while investments increased by 22j%,
particularly, it would seem, as a result of large inmports of
nachinery and cquipment financed from credits.

41, Exponsion was a little slowexr in 1967, when the
notional income nevertheless rose by 9%, The agricultural
growth rate dropped sharply to 3,5%, but this was in comparison
with an excellent yesr, In contrast, industrial output went
up by 13.5% and the engineering and chemical industries, owing
to0 the priority they were given in the allocation of investncni
credits, increased their share in overall output from 21.2% to
24.1% in two ycors. Although the planning target had been

xceeded, the rate of increase in the level of cmploynent
declined and productivity rose from 3% to 8.1%. Lastly,
there was a further large increase in investnents (25%§.

. 42, During the first two years of the Plan, the rapid
rise in industrial output and excellent harvests made for sonc
inprovement in the standard of living. DNominal incomes rosc
by 10% in 1966 and probably more in 1967, and real income olso
rose as a consequence of new wage regulations and stable |
prices. Retail sales expanded by 8.6% in 1966 and by 11.6% in
1967, and there was some difficulty in keeping the balance
between supply ond demand, '
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4%, Bulgoricn economic expansion continued to slow down
during 1968, when the net material product rose by oxnly 6455
as agoinst the 10.,5% planned. This situation seems to be
primarily due to the bad weather which led to an 8,7% drop in
cgricultural output. The result was all the more disappointing
because the rate of industrial growth (11.8%) was better than
onticipated and would have been sufficient to offset the
negative impact on the national income of a drop in
ogricultural production if this had been less serious, Labour
productivity improved further and investments continued to
rise though at o slower rate (9.5%). 4 more modest rise in
wages and employment helped to keep the balance between supply
and demand, to which the reform of the price system also

contributed.

1969

: 44, In 1969, none of the planning targets was reached,
; The economy continued to slow down and the rate of growth of.
_______ the_net materinl product fell back to 7.7% (as compared with -

the 10% planned), Because of poor harvests, agricultural _
production rose by only 2% ond even industrial output rose morc -
slowly than planned (9.9% as compared with 11.6%). This
increase was due clmost entirely to higher productivity, which
nevertheless fell short of forecasts., There was a further
decline in the rote of increcse in investments (6.,5%), efforts
having been dirccted primarily towards the completion of
projects alreedy in hond. There was again little increasc in
real income per head -(&ome 3?) but, for the first time, to

nark the 25th ocnniversary of’ the revolution, production of
consumer goods rose faster than production of capital (11% as

agoingt 9.2%). |
The Plan for 1970

PUBLI C DI SCLOSED/ M SE EN LECTURE PUBLI QUE

45, By ond large, planning targets for 1970 are less

rate of economic growth,. -The national income is to increase by
9%, and this should make it possible to reach and even exceed
the Five-Year Plen targets, despite the poor performances of
1968 and 1969, Industrial output is to rise by 8.2% - the
lowest figure set since 1960, and productivity by 9%, which

for the first time is higher than industrial oujput. No growth
rote has been cnnounced for agricultural produckd@hy but,
according to the information available, it can be pu} at betwecn
12% ond 14.7%. The share of "accumulation" in the national
income should drop slightly, 10 28.4%, and a small reduction
(1.5%) is forecost in the volume of investments., In accordance
with the new economic systenm, three-quarters of these '
investments will be financed by the enterprises themselves, The
drop in the growth rate anticipated for 1970 is partly due to
recent difficultics affecting supplies of raw materials,
enterprise contracts and transport, but it also reflects the
intention to develop the various branches of the economy on 2
more selective basis.
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46, At the end of the first four years, it caa,
therefore, be said that the targets of the current Five-Yecor
Plan will be met on the whole, even though the 1969 forecasts
hove not fully nmoterialised. In a good many sectors, annucl
growth rates have exceeded the targets. This applies to soné
extent to chemicals and light industry (foodstuffs, textiles,
leather), and to several types of machinery produced by the
ongineering industry. The agricultural sector has lagged
scriously behind bécause of the poor weather conditions of
the past two years, and it is doubtful whether the ambitious
target fixed for 1970 (a 12%-14.7% increase) will be attained.

B. Consumption, investment and employment

Procductivity and employment

47. The exponsion of the Bulgarian econonmy has so far
been attributeble to the increase in the number of employeds -
the manpower requirements of industrialisation were met by
drawing extensivcly on the large reserves of agricultural
lobour, although complicated problems crose in connection with
the assinilation and adaptation of these workers. The result
was low productivity, one of the weaknesses of the system, -
Efforts have been made in recent years to stop the influx of
agricultural workers and to make better use of the labour
already available, In 1966, a modernisation prograrme was
started in certain branches, particularly in light industry and
in the food industny, and this led to a comnsiderable saving of
nonpower, Steps were algo token to retrain workers and to
inprove their technical qualificotions. As a consequence of
these efforts, the level of employment was stabilised in 1968
with the grow%h rote falling to 1.2%, as compared with 9.4%
in 1966, and lobour productivity rose during the same period
from 2.7% to 9.1%, It fell again in 1969 (6.3%) and the
increase in employment, which may be estimated at 3.5%, seeho
to point to a reversal of the earlier trend. None the less,
the 1970 Plan provides for a greater increase in productivity
than in industricl output (9%§rand for a lower level of

employment (-0,7%).

48, As port of the new system, Bulgoria had adopted aon
cxtremely liberal Labour Code and there is comsiderable lcobour
nobility. To strengthen economic co-operation between the
two countries, o certain number of workers are employed in the
Soviet Union, where labour is required for four major projects
producing comnodities partly intended for Bulgaria: lumbering
in Komi, where the original labour force of 2,000 is to rise
t6 9,000 in 19753 o cellulose factory 2t Archangel, where
2,000 workers ond cngineers have been sent; the laying of o

28 pipeline between the Soviet Union and Bulgaria, on which
4,000 are employcd; and the construction of metallurgical
factories requiring a labour force of 4,500. Wages and
bonuses are pcid on the Soviet scale, but Bulgarian workers
receive an additional bonus of approxinotely 80%. To encournge
then to stay in the USSR longer than the two years agreed,
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they also benefit from various finoncial privileges, such os
ecasy credit for the purchase of a house when fthey return home
or the opportunity of buying a car more cheaply with roubles,
wvhich are accepted as the equivalent of a hard currency.
Attempts to send Bulgarian workers to other Communist
countries (Soviet Zone of Germany and Czechoslovakia, in
particular) heve been unsuccessful. i .

Investnicnts

49, The current PFive-Year Plan had provided for the
injection of 13 milliard leva into the development of the
economy. This represented an 80% increase over the figure for
the previous period. A&fter a relatively steep upword trend in
1966 (22%) and 1967 (25%), when overall investments rogse %o
2,192.6 and 2,744 million leva respectively, znd cfter o .
further increase (9.5%) in 1968, bringing the toval up to
2,995 million leve, the rate of expansion declined in 1969 to
6.5% (3,192 million leva), and the credits granted were ear-

narked almost exclusivély for the completion—of projects
already in hand., During the previous three years, uncompleted -
investment programmes had accounted for 18% of overall
investments, even more in certain major branches of Industry:
38% in engineering, 36% in non-ferrous nmetals, 35% in
chenicals, 34% in electric power and 29% in fuel production.
The situation improved considerably in this respect in 1969,
The 1970 Plan provides for a reduction of 1.5% (3,140 million
leva) and no mcjor project will be launched before the end of
the year. Nevertheless, the target of the current Five~Yecor
Plan will be alrost net.

50. During the first three years of the current five-ycor
beriod, industry cbsorbed on average 49% of investments
%compared with 51.5% planned), agriculture 19% (as compered
with 18,1%). Allocations to the four sectors, fuel and power, .
netallurgy, engincering and chepical industries, together '
représented just over 72% of the total industrial investment in
1966, nearly 74% in 1967 and 71% in 1968.

Standord of living

51. The stondard of living of the Bulgarian population
has inproved considerably in recent years. According to
estinates which are adnittedly tentative, the per capita gross
national product (the Western concept) would seem to have
passed the $1,000 mark., The current Five-Year Plan provides
for a 30% increcse in real income and ains to reduce the gap
between the income of the peasant and urban worker.
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52. After two excellent years, when real income per heed
rose some 20% (a little more for wage earners and a little
less for peasants), 1968 and 1969 saw a marked down-turn. At
the end of 1967, there was an appreciable rise in family
allowances as part of a policy of encouraging a higher birth
rate; a new pension scheme was introduced, and it was planned
gradually to extend a five-day, &44-hour working week to all
sectors. In 1968, the relatively rapid rise in total nominal

incomes, the consequence of rising wages, a further rise in the

level of employment, and improved social benefits, was

cancelled out by price increases, particularly for foodstuffs,
The retail price index went up by 4% during the year, but the
rise in the cost of living was probably greater since the price .
of services (including rents) showed a tendency to climb even
more steeply. This trend continued into 1969. However,
concessions were made in December 1967 to some of the least
privileged members of the community to neutralise the reper-
cussions of price increases on their household budgets. A few
wage increases were announced on the eve of the 25th anniversary
of the Bulgerian Communist régime, celebrated in September 1969,
but they will only affect a limited number of workers and will
come into force over six months. Cuts will a2lso be made in the
prices of a few consumer items of secondary importance,

53. The share of national income accounted for by _
consumption, which had been estimeted at 65.8% in 1966, rose to
69% in 1969 and should reach 71% in 1970. Because of the down-
turn in sgricultural output, there has been no improvement in
the supply of foodstuffg. The higher standard of living is
reflected primarily in better quality of clothing, and in
purchase of cars and electric domestic eppliances. Government
subsidies for housing have risen by 25% end per capita living
space is currently 11.2 sqg.m. _

C. Sector production

~Agriculture

54, Agricﬁltufé, by tradition the chief occupation. in

| Bulgarie, now accounts for only 40% of the lsbour force,

vhereas before the war 82% of the populstion were still
employed in this sector. Bulgaria was the first East European
country to complete collectivisation, which it did in 1956,
and 88% of farm land is now in the socialist sector. Priveate
pPlots only account for 9% of arable lend, but.meke a very
substential contribution to production. '

55. Agricultural output represents about 26% of Bulgaria's
nationel production. Its share of totzl exports exceeds iS%;

it provides nearly 75% of exports to the West. The current
Five-Year Plan, 1966-1970, envisages an increase in

egriculturel output of 25%-30%, which means esn sverage annusl
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- 4{ncrecse of 5.4% og conpared with the annual growth rote of

3.0% achieved during the period 1961-1965, To this end,
jnvestnents of the order of 2,350 million ieva were allocated
to agriculture for these five years. This represents 18.1x °
of total investnents, as against 24.1% in the 1961-1965 Pion,
which shows that greater enphasis is now being placed on the

requirenents of industry.

56. During the first two yeors of the five-yecr perioed,
horvests were cxceptionally good and agricultural output,
therefore, juunped by 18.3%. The 1968 Plan envisaged a further
rise of 10% but, because of poor weather, production fell
8,7% relative to 1967. The wheat harvest, which had risen o
~lnost 3.2 million tons, reached only 2,3 nmillion tons in 1968,
Vith national consumption at 2.2 million tons, there was
nevertheless ¢ surplus for export. The fruit and vegetables
grown on irrigated land - the irrigation network now covers
20% of all arcble land - were less vulnerable to drought, On
the other hand, Bulgaria was again forced to inport fodder groin,

the chief supplicr being the Soviet Union; 50,000 tons of
denatured wheat were purchased from the Federal Republic of
Germany, Despite these nmeasures, the shortage of fodder led

to a 3% drop in livestock production. Fertiliser supplies

rose sharply (39¢) aond national production capacity continucd
to expand. A4n cffort is being made to widen the range of
nochinery used in market gordening and the cultivation of
orchards and vincyords in order to reduce monpower requircnents.

-~ 57. In 1969, wenther comditions hampered cgricultural
developnent for the second yehr in successionj however, )
production incrcased by 2%, as compared with the torget of Ti..
This increase is due almos% exclusively to an excellent ncize
crop (over 40 quintals to the hectare) which was the result of
lorge-scale irrigotion and the use of selected hybrid stroins,
The livestock situdtion deteriorated seriously owing to the
ghortage of fodder, which was.the comsequence of the poor
harvests of the previous year, and production fell again by
nearly 5%. The orea of irrigated land increased by 3.5% ond
tractor deliverice were up by over 6%. Supplies of fertiliscr
on the other hend, were considerably lower. Specialisation
ond concentration of production, especially of fruit and
vegetables, were actively pursued in 1969.

-5

58. By ond lorge, Bulgarian agriculture is one of the
best organized in Bastern Europe; as a result of relentless omd
energetic efforts to modernise forming equipment and improve
nethods, yields, cven during periods of drought, are 25 tines
higher thon before the war., While agriculture is more heovily
dependent on weather conditions than any other sector, therc
olso seems to be cnother reason for the disappointing results
of the past two ycars. The introduction of far-reaching
reforns in 1968 ond 1969 probably caused some confusion and
dlsr?pted agricultural activities. Its negative influencec noy
persist into 1970,
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Industry

59, During the first two years of the current Five-~Year
Plan, gross industrial output went up by 27.2%; in 1958, the
planning target (10.6%) was exceeded (11.8%). The main
feature of the present stage of industrial development in
Bulgaria is the rapid growth in the production of producer
goods, which accounted for 53% of overall output in 1967 as
against 47.2% in 1960. Priority in the allocation of
investment credits also enabled power production, metallurgy
and the engineering and chemical industries to expand
rapidly., The last two branches in particular appreciably
increased their share in industrial output between 1960 and 1968;
this rose from 12.4% t0 19.1% in the case of engineering, and
from 3.7% to 6.1% in the case of the chemical industry, while
the food industry now only accounts for 27.5% of the total as
compared with 33.5% at the start of the previous decade,

60, In 1969, the rate of growth of industrial output
9.9%) for the first time fell short of the planning target
11.8%). TFor the first time too, the output of consumer goods
11%) rose faster than that of capital equipment (9.2%).

61, Production of electric power soared again from
13,63 milliard kwh in 1967 to 15,45 milliard kwh in 1968 and
17.23 milliard kwh in 1969, Since the development of national
sources of power has proved costly, investments in this sector
have been cut back and energy will be purchased from the
Soviet Union., A néw high tension line between the Vltava and
the Dobruja was to be built in 1969 to provide 1.5 milliard kwh
per annum to begin with and 3 milliard kwh later,

62, O0il cextraction has been dwindling steadily since
1967, falling from 499,000 tons in that year to 475,000 tons
in 1968 (instead of the 700,000 tons provided for in the Plan)
and to only 325,000 tons in 1969, 3Bulgaria has concluded 2
long~term agrecment with*the Soviet Union which provides for
annual deliveries of ‘5.5 million tons now, rising to 10 million
tons in 1975, sufficient to cover practically all requirements.
The-result of d¥illing in the Black Sea has been disappointing,
deposits being too deep to be worked economically. 4 gas
pipeline capable of carrying 10 milliard cu.m will be built
between Ilyin, the Soviet port on the Danube, and Sofia, via
Rumania, beforé the end of 1975. 4An oil pipeline with a
capacity of 60,000 tons is also planned, The total value of
the two pipelines is estimated at $70 million.

63, At & plenary meeting of the Central Committee in
November 1969, it was decided to make sweeping changes in the
national energy pottern, which will henceforward be based on
0il, natural gos and atomic energy, with a view to preparing
the integration of the Bulgarian and Soviet economies.
Construction of an atomic power station started last October.
The two reactors, with a capacity of 440 kwh each, will starv
to operate in 1974 and 1975 respectively. About 50% of the
additional energy produced between 1976 and 1980 will be from
this source.
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64, Output from the metallurgical plants at Kremikovtzi
and Pernik has expanded in recent years, rising from
1,239,000 tons of crude steel in 1987 to 1,461,000 tons in
1968 and 1,515,000 in 1969. Reports of the construction of a
third metallurgical complex on the Black Sea seem hardly
plausible in view of the agreement reached with the Soviet
Union in May 1969 for the construction of an iron and steel
complex with Bulgarian participation.

65. The chemical industry continues to forge ahead.
Investments have been channelled primerily into the production
of man-made fibres, plastics and chemical fertilisers. 4
first artificial fibre factory with a cepacity of 12,000 tons
came on stream at Yambal at the end of 1968, a second
(9,000 tonsg has just come into operation, and a third
(4,000 tons) at Vidin is planned for 1970. This year, too,
cellulose (50,000 tons) will be produced ot Svishtov. Threec
million tons of crude oil were processed by the petrochemical
industry in 1969. A tyre factory st Vidin is expected to be

—working at full capacity in 1970 (1.2 million) .and output-of N

artificiael fertiliser will total 733,000 tons.

66. The engineering industry's share of totsl exports
which stood at 27% in 1969 should, according to forecasts,
rise to 40% in 1970, and 122 new factories are due to stort up
before the end of the yesr. The production of new cers is
necking good progress, ond production end essembly cepacity
should be sufficient for 60,000 cars in 1975. In 1969,
10,000 ton cargo vessels were Built in the Varne shipyerds,
end efter 1970 vessels of 35,000 tons, then 75,000 tons, and
finally 90,000 tons will be built. Within the fremework of
COMECON, Bulgaria specialises in the production of treonsport
vehicles, electric hoists, tractors (particulerly for vine-
growing), pumps and machinery for the food industry.

67. The devclopment of the merchant navy during these last
years hes been particularly st#iking: +the number of merchant
ships has risen from 33 in 1960 to 56 in 1966 snd to 108 in
1968, The Bulgarian merchant fleet hes now passed the 700,000

ton level. Its tonnege rose sherply between 1966 and 1967
(346,640 to 743,010 tons).

Irade

68. Turnover in retail trade rose by 8% in 1968 znd 7.9%
in 1969. As in previous years, consumer durables, particularly
electric domestic epplionces, were among the festest selling
items. Demand for clothing and textiles was slso very strong,
and orders for cars rosec steadily. Purthermore, industrial.
services to the population, such s the repair and maintenance
of domestic sppliances and vehicles, continued to expand.
However, the type and quality of goods offered did not always
correspond to demand, end this was reflected to some extent in
the growth of savings deposits (19.8% in 1967, 11% in 1968).

The 1970 plan provides for an increzse of 7.7% in retail sales
including services.
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D. Public Tfinances

69. Bulgarials budgetary expenditure rose from
4,427 million leva in 1968 (which represents an increase og
9.2%) to 5,041 million in 1969, a further increase of 13.80.
O0f this total, 2,632 million leva (approximately 52%) were
earmarked for the national economy and 1,451 million (29%)
for social and cultural purposes. Receipts were expected to
total 5,052 million leva in 1969, of which 3,870 million (775
were to come from the national economy, including 1,869
million from turnover tax and 1,464 million from industrial
profits, Taxes poid by the population were to yield
312 million leva. The expenditure forecast for 1970 totals
5,225 million leve; this is only 3.6% more than last year,
and the economy will absordb 49.6% of this amount.

70. Defence expenditure in absolute values rose by 8,1%
in 1968, 14.4% in 1969, and 7.3% in 1970, but its share of
the State budget has remained steady: 6% in 1968 and 1969
ond 6,2% in 1970, It is the practice in Communiet countries
to omit from the official budget figures certain items of
expenditure normolly regarded in the West as being related to
defence. Consecquently, variations in the official budget do
not necessarily rceflect a corresponding variation in actual
military expenditure. However, in the case of Bulgaria, the
portion of militory expenditure not included in the defence
budget is probobly not very large in relation to overall
military expenditure, although it may have varied slightly .
over the years, Takingiaccount of the expenditures hidden in
other budget items, Bulgaria's real defence effort was put ot
%~33% of GNP (foctor cost) according to the estimates of the
experts who met at NATO in 1968, There seems to have been no
change in this respect since that time. :

III. EXTERNAL ICOLQMIC RELATIONS

4, Foreign.trade?

Generaol

71. The economic expansion of Bulgaria, which is a smzll
country with limited resources and a restricted domestic
market, is more heavily dependent on foreign trade than that
of any other East DBuropean country. Exports represent 22% and
imports 22,8% of the net material product, as compared with
9,9% and 10,%% recspectively in the case of Rumania. The volume
of trade, which had been increasing by an annual average of 150
during the early sixties, is now rising less rapidly (11.2% in
1968) but, nevertheless, more quickly than the national inceme.
Communist countries accounted for 79.4% of Bulgarian trade in
1969, aond the USSR alone for 53.5%. Exports to non-Communist
countries were more disappointing; the share of the industriclised
countries of the West fell back to 15-16% in 1969, but the
volume of trade with developing countries rose (5.6 to 6.6%).
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70, Bulgaric has had an adverse balance of trade since
1959, both with the USSR and the other members of COMECON ond
with the industrianlised countries of the West. The deficit
is poartly offsct by the growing income from the tourist
industry. The number of foreign visitors has doubled since
1965, and totalled 2,131,000 in 1969, However, the officlal
Sstatistics include all foreigners entering the country, even
if they are only in transit. The influx of Western tourists
cannot fail to have a psychological effect on the Bulgarion
population. At the same time, tourists bring in an
appreciable quantity of hard currencies and must be encourcged
for this reason. The difficult problem of how to reconcile
these two conflicting considerations has been frequently

discussed in the Party.

73. Two fundomental trends have appeared in the
development of Bulgariats foreign trade: the diversification
of trading partners and the improvement in the pattern of

trade.

Geographilical breakdoWﬁ

4, The OCMEZCON countries account for almost 80% of
Bulgoria's foreign trade. They supply 100% of its sulphur,
potassium, fertiliser, metallur jcal coke, copper and
aluminium imports, more than 95% of its oil and pig iron
imports and about 80% of its cellulose and sheet metal
purchases, Within the CQMECON, Bulgaria specialises in the
production of 240 types of mackines; it provides over 95% of
the electric hoists and trolleys imported by its socialist

partners,

75.. The Soviet Union is by far the most important of
Bulgarials trading portners. Its deliveries of raw materiols
and equipment are of vital importance for industrialisation
ond it offers o practically unlimited outlet for a good many
products which would be difficalt to sell on Western markets,
In 1969, 53.5% of Bulgaria's trade was with the USSR, and this
proportion is cxpected to rise to 60% in 1970 and 70% in the
middle of the next decade. The Soviet Union is followed by
the Soviet-occupied Zone of Germany and then by Czechoslovakia.,

76. Up to 1960, the share of Western indugtrialised
countries in Bulgarials foreign trade was practically
negligible., During the period 1961-1968, however, it rose at
an annual average rate of 19.6% (as compared with 12.8% for
overall trade) and in 1968 it represented 18.2% of the total
(17.1% of exports and 19.2% of imports). Half of this trade
is with the Common Market countries and 25% with the EFTA
countries. In 1968, Bulgaria's main trading partners were
Germany, Italy and France, followed by Austria and the United
Zingdom. Italy moved up to filrst place in 1969, and France
dropped back %o fifth, The chief problem in trade with the
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Vest stems from the unfavourable pattern of Bulgarian exports,
nachinery and cquipment accounting for only 1.8% and

"agricultural produce representing 60%, Bulgaria has an

extremely adverse trade balance with the West. In order to
1linit its indebtedness and also because the Common Market!'s
restrictive policy acts as an effective brake on sales of
Bulgarian agricultural produce, Bulgaria greatly reduced its
inporte from Westernm countries in 1969, whose share of its

~ foreign trade fell to 15% or 16%.

~ 77. Bulgarien transactions with the developing countries
only account for 5.,6% of ites foreign trade; between 1960 and
1968, these exports rose from 3.5%.10.6.2% of the total and.
imports from 2.4 to 4,9%. In 1968, over half (53%) of this -
trade was with the Arab countries, headed by the UAR, -
Bulgaria provides these countries with economic aid in the
form of long~term credits (generally for ten years) at 2.5%
interest, in addition to short-term, interest-free loans
(six to twelve months) which are allowed by the clearing
gystem., The undcir-developed countries provide Bulgaria with
outlets for its industrial production, which is not competitive
on world markets, and supply it in exchange with the raw
naterials it nceds. In 1968, machinery and equipnent
represented 18,3» of exports and chemicals 17%.

Comriodlty -pattern

e

78, Over thq past decade and as the economy has developed,
the pattern of Bulgariam foreign trade has been radically
changing. ‘The shore of industrial products in exports rose

- from 32% in 1960 to 46% in 1969, whereas the share of

agricultural products fell from 54% to 45.2%. While sales of
machinery and equipment only accounted for 27.1% of the total
in 1960, they have subsequently risen twice as fast as overall
exports and will account for 36% in 1970, Diversification haos
not been uniform, however, and has been restricted primarily
to inter-COMECON relatidns., Foodstuffs still account for 755
of exports to the industrialised West, ‘

79. As regards imports, they consist mainly of capital
goods, machinery and complete plants, as well as raw matericls
and fuels, and .chemical and pharmaceutical products. In 1969,
means of production accounted for 86.1% of all imports, 40.9%
of +this being cquipment and 45.2% raw materials and seni-
finished products.

Recen’; trends (1962—1970)

80, Foreign trade rose by 4% in 1969, with imports
falling by 1.5 and exports rising by 11%. There was a
surplus on trade account for the first time in many years.
No figures are yelt available to show the geographical brenk-—
down of trade, but it emerges from what information has becn
published that the share of the industrialised countries of
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the West has follen from 18.2% in 1968 to 15 or 16%. These
results confirm the trend towards the reduction of imports £rom
the West, which appeared in 1967 and which can be explained by
balance of paynents difficulties and the fact that a small
country like Bulgoria cannot afford a chronic deficit.

8l., The 1970 Plan is interesting in nore than one
respect. Foreign trade should represent only 4,076 million
leva, this figure being a little lower than the amount forecast
for 1969 (4,154 million leva); it will, therefore, have ‘
increased by 48/, by comparison with 1965, so that there would
seen to be no hopec of reaching the Five-Year Plan target of o
65% increase. Furthermore, the socialist countries! share
will rise to 87¢ (with the USSR alone accounting for 60%)
while trade with the so~called capitalist countries will foll
to 13% of the total. This new trend could be due to Soviet
pressure, but night equally well be the consequence of recent
accusations agoinst certain foreign trade enterprises because
of their transactions with the West.

B. Co—opecration with COMECON countries

82. The steady expansion of Bulgarian industry is due
primarily to deliveries of capital equipment from the Soviet
Union. Credits from the latter (1.8 milliard roubles to date)
have made it possible to build 160 factories, representing 75%
of the ferrous nctal industry, 95% of the coal and steel
industry, 55% of the chemical industry, and 75% of the
clectrical power stations, A4t fthe present time, over 50

industrial plents are being built in Bulgaria by the Soviet Union,

which is believed to have promised further credits amounting to
500 million roubles for the next five-year plan. 4 series of
ocgreements were signed in Moscow in May 1969 covering the
period 1971-1975 ond providing for deliveries of Soviet oil,
petroleun products and natural gas, the laying of a gas
pipeline conneccting the USSR with Bulgaria via Rumenia, the
construction of metellurgical plants in the USSR, and the
delivery to Bulgorla of pig iron and steel, the construction of
o cellulose and paper combine in Archangel and the delivery of
cellulose to Bulgaria, together with specialisation in the
production of clectronic equipment and computers. These
cgreements will inevitably make the Bulgarian economy even more
dependent on the Soviet Union.

83. Bulgoria has greatly benefitted from its membership
of COMECON, somc countries of which (Czechoslovakia, the Sovict~
cccupied Zone of Gormany and Poland) have also provided
cubstential aid., It has further benefitted from various
apecialisation ocgreements, particularly in the engineering
‘ndustries, This is why Bulgaria, unlike other member countrics,
12 Not opposed’ Lo co-operation and closer integration within
COMECON. Thus, in September 1969, a decision was taken for
¢2int planning in certain economic sectors between Bulgaria ond
v..e Soviet Union. A similar agreenment with Poland was announced
1 8% February., These arrangements might be the first step

towards the estoblishment of supra-national planning within
~ine framework of COMECON.
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C, Co-onerctiions with Western countries

84, The Bulgorian leaders are well aware that they necd
the aid of the modern equipment and sophisticated technology
of the West if productivity is to improve and if Bulgarian
nanufactures are to become more competitive on the world
norket, However, Bulgariatls heavy indebtedness in convertible
currencies is o hindrance to the expansion of trade with the
Vfests They hove accordingly devised forms of co-operation
jnviting aid from foreign firms (contribution of technical
know~how, barter agreements, marketing of Bulgarian exports)
vithout giving them a say in management. They would offer
the additional cdvontage of attracting very little political
ottention., Nevertheless, such agreements as have been reached
so for with Westcrm countries have been limited in scope.

Even the procurcment of licences leads to difficulties in
reapect of quality control and the training of personnel, The
posgibility of creating Jjoint enterprises is currently being
discussed, In particular, negotiations are in progress with
Germany on o project in which costs and responsibilities would
be shared equally. This project would consist of the joint
procurement of licences, machinery and raw materials and

would provide Bulgarian industry with the benefits of nodern
managenent techniques. There would be no legal obstacle to
guch a project sincce the Bulgarian constitution allows for

" the private ownership of the means of production, but it wouwld

&

congiderations. - - 3

3

be difficult to carry it through on account of ideological

HATO,
1110 Brussels.
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NATO SANS CLASSIFICATION 14~
ANNEX® au

TABLEAU 14 - TABLE 14

COMMERCE EXTERIEUR BULGARE 1952-1959
BULGARTAY FOREIGN TRADE 1052-1069

PUBLI C DI SCLOSED) M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

en millions de leva devises millions foreign exchange leva
Total Importations Exportations Solde
1952 385,0 185,2 199,8 + 14,6
1954 501,2 229,1 272,2 + 43,0 |
1955 568,6 292,4 276,4 -~ 16,0 |
1956 6472 293,8 353,4 + 59,6 |
1957 821,6 388,6 433,0 + 44,4
1958 865,5 428,9 436,6 + 157
_-!—959 1. 2249‘-/: 677;9 54‘69 5 "131;‘4‘
1660 1.408,7 740,11 668,6 - 7,5
1961 1.554,4 779,2 77552 - 4,0
1952 1.822,0 918,1 903,9 - 14,2
1963 2,067,7 1.091,9 975,8 -116,1
1964 2.389,2 1.243,0 1.146,2 - 95,8
1965 » 2.75376 1.37799 1-375y7 b 292
1966 3.255,5 1.729,6 1.525,9 ~202,7
1967 3o54572 : 1»83@;1 i ln706,1 "‘13370
1968 3.975,0 2.085,3 } 1.889,7 - -195,6
1969 4.153,9 2.046,7 2.107,2 + 60,5
Total Imports Exports Balance
k)

NATO SANS CLASSIFICATION ~14~-
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PUBLI C DI SCLOSED/ M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

NATO SANS CLASSIFICATION

ANNEXE au
AC/32[-D/70.2

-1 6~

TABLEAU 16 - TABLE 16

PRINCIPAUX PARTENAIRES COMMERCIAUX - 1968

MAIN TRADING PARTNERS - 1968

IMPORTATIONS BULGARES

EXPORTATIONS BULGARES

1. Union Soviétique -

1. Union Soviétique -

Soviet Union 53,0% Soviet Union
2. RDA - DRG 8,4%|2. RDA - DRG 7,5%!
3. Tchécoslovaguie - 3. Tchécoslovaquie -

Czechoslovakia 4,6%| . Czechoslovakia 5, 5%
4. TRFLA - FRG 4,0%|4. RFA - FRG 3,3%
5. Pologne - Poland 3,6%|5. Polgne - Poland 3,0%
6. Italie - Italy 3,2% 6. Italie - Italy 2, 7%
7. TFrance © 2,8%|7. Hongrie — Hungary 1,8%
8. Autriche - Austria 1,8% 8. Yougoslavie - Yugoslavia 1,8¢%
9. Yougoslavie - 9. Suissc -~ Switzerland 1,7%

Yugeslavia 1,8%1 . :
10. Hongrie-- Hungary ) 1,7% [10. Royaume-Uni - UK 1,6%
11. Cuba ‘ 1,6%f11. Roumenic - Rumania 1,6%
12, Suisse - Switzerlandg: 1,2%‘12. Autriche - Austria 1,3%
13. Royaume-Uni - UK 1,1% [13. Cuba 1,3%
14. Roumenie - Rumania 1,1% [14. Gréce - Grecce 1,2%
15. Japon - Japan 0,9% [15. France 1,1%

55, 4%

<

BULGARIAN INMPORTS

BULGARIAN EXPORTS

NAT ™ SANS CIASSIFICATION

16—
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