
~~~-CC40~N~S~EI~LtD~EAL~A~T~LA~N~T~IQ~U~E~N~O~RD;-1E~~ ,: NORTH ATLANTIC COUNCIL 

~PA 

NAT 0 

ORIGINAL: ENGLISH 
~st AprIl. 1~'8 

R E STRICTED 

EXEMPUIRE 
COpy N" J 81 

WO~'iG PAPER !C 7-wF/562~ 

ECONOMIC COMMITTEE + [G'A. . l,. (, . rf 
ECONOMIC REVIEI·; OF EASTERN EUROPEAN COUNTRIES -

nUlfGARy: kCONdf.tie sITUATIoN 
IN 1977 Mb W§Pf!Cts 

Note by t~e Chairman 

The attached report is based on official Hungarian 
statistics and contributions submitted by the British, German, 
American and other delegations. 
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THE HUNGARIAN ECOl>JOf.ff 
-

Note by the Economic Directorate 

,PART- I 

'TIm 19,"7 RESULTS '. 
SUMl-tARy 

1. Fi~es released in the 1977 l!eport of the C.entrel 
Stat.istics Office indicate that overall Hungar.{an.eCOM!Di c. 
performance in tPe second year ,or the' 1976-l~O Elve-Year 
Plan was a success co~ad to the poor 1976 perfo~ce. 
National income :'05e almost 8% over 1976, "exceeding tllS Plan 
target of 6.55' . Industrial output increased 6.8~ (Plan! 6;~ . 
1976: 4.8%): a good~ho~ing was registered in the 4.5% -
increase iQ per capita real income. Ap-'ic'ul tural outplit 
recovered nicely oyer the ~or 1976 results of a 3% deC11ne 
as output was the 5econd highest on record. An otherwise 
bright picture was liIarred by excessive investment spending 
and a stubborn hard currency balance- of-payments deficit. 

GE..rmt:\L OUTLINES 

(i) InvestmElJl~ 'T 

2. Investment spenarng reached 181.5 billion forints. 
The report notes that ~~is is 10% above tae planned target; 
and marks a 1350 increase in volume and a l~~ increase in 
current prices over 1976. This growth is regarded as excessive 
since many investment project s are already under way; with 
frequent delays in completion and rising costs. The ~lanners 
warned that en increase of investments on such a scale was 
disproportionate to current potential eccnomic growth. 

(11) Industry 

3. Industrial production expaLded over 1976 by 6'.8-7;~ 
(Plan: 6T~ ; 1976: 4.8%) with labour 'productivity making a. 
good gain of 7-7 .2~~ and accounting for almost ail of the 
increase in national production, helped by a 15:~ increase in 
exported products. The food products sector registered a 
satisfactory 9.7, rise, with total~on-fooa-industry production 
gro,·ring at the planned rate of 6.1 Other sectoral growth 
r ates included engineering 7~5,~ ; chemicals 6.91S; bUilding 
material 6.1%; miLing , metallurgy 8nd light induStry at 
about 4%. Industrial specialization and technical quality 
contL"lued to lncrease, but, as the report note-a, Dnpt- fast 
enough to permit a large-scale increase of the manufacture 
of competitive products that can be sold profItably". -
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The industrial labour force was 1,688,400 - a O.~ decrease 
from 1976. Labour productivity rose 7-7.2%. Hungarian 
ind~try also acquired more foreign lice~ces, enabling it 
either to introduce new products or to modernize existing 
processes. This Hungarian policy to purchase foreign 
licences will continue as industry gears itself more and 
more towards increasing its export trade share. 

4. In the ener&y sector the oil and gas industry rose 
less spectacularly than in 197~; prospects are that this 
production will rise slowly through 1980. Hungarian crude 
oroduction remained at the 1976 total of 2.2 million tonnes and 
gas output rose 8.5;; to 6.6 billion m3. Domestic supply as 
a percentage of total ellergy requirements is falling, 
necessitating imports of about 8 million tonnes of Soviet 
oil (at ruble prices 2(Y,; higher than in 1976) and gas. 
Electricity production rose 6.1,~ (to 23.4 billion kWh ) whica 
represented about 8(Y, j of th~ supply required, and the remainder 
was imported via the w'illA grid f rom the USSR. 

(11i) W:!.culture 

5. Agricultural output was up by 10-1l~', compared to 1976 
and was the second highest on record. The increase waa led 
by state farms and co-operatives (12~. ), with a 7-~~ growth in 
output from household plots and auxiliary farms. ·Wheat 
oroduction was 5. 3 million tonnes, with maise production at 
b million tonnes. Output of animal products was up sharply: 
s laughter animals 1.'!J lO/~ , milk production up 115~ , and egg and 
wool production up nearly 2ry~ . Employment in socialist 
agriculture dropped by 20,000 from 1976 to 773,000 people. 
Fertilizer use increased to an average of 220 kgs per hectare 
ot cultivated land, about average for the CMEA countrles. 

(1,, ) Living Standards and the Consumer 

6. .Iorkers' per capita real income went up by 3-3.5.; 
with nominal wages rising by ~" over 1976. i'ioney recei-ots 
deriving from agriculture, primarily from household and" 
auxiliary plots, especially vegetables and pork , ros~ rapidly 
(14. 9"n and exceeded the Plan. 

(v) Foreign Trade 

7 . In 1977 Hungary's trade nL~over totalled 
500 billion forints, ~~ trade turnover increased 13-14% 
in volume, ~~ilst trade with advanced c3pitalist countries 
rose about 16~ . The principal foreign trade developments 
were: (1) a revaluat ion of ~~e forint agaInst the 
tran.~ferable ruble (rate for 1 TR goes from 32.5 to 35 forlnts) 
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in order to make Rus!'< l :m imports (especially -ener8Y~ .• cheaper, 
and (2) the efforts of Hungary to penetrate the US ,aarket by 
opening a bankiLg of! icc in :: ' .... '.'ork and tn-dng trade officials 
extensIvely tour the country pro~ot1ng Hungar1an gooda. ' 

~ .. " 
8. DUring the year Hungary III8ll8ged to reduce ita ruble, 

deficita ' for the second year running. Altho~ trade value 
rose by l5~ (Plan: 17-18~ ); the volume exceeded the planned 
12~ ' by 3-4~. - The USSR=remained Hungary ~s best cuatomer~ wLtb 

·trade turnover reaching 4 billion. rUbles (Plan: 3.7 blll~on 
rubles) .. lncluding trade qu~t@.d in dollars wor~.330~11ion. 
Two tnlrds of Hungarian imports consisted of raw matedals 
and ener-BY, while 5~ of Hungarian exports were plant and 
machinery with semi-manufactured goods taking 35~(1). 

9. In the ligr.t co! di1( ' . .:-~ ior.3 r.~ t~e recent 84th 
CMEA Executive Commi ttee ~:c~tli ,' t he e ~ i"ct of transport 
difficulties upo.n Hu..'lgarian ·cr .:!':'e with CNEA were discussed. 
Serious problems were ca~sed ~n IS77 by these difficulties, 
especially the small ~ a?2city of t he border stations, the 
out-of-date rolling stoc~ , ill-s~ i~E1 to the structure of 
goods, ane the shortage of wagvus . 

10. Neanwhile, trade with the developing countries 
increased, at well above the average rate. Exports (mainly 
complete factorias, hospitals or schools, and in the main to 
Asian countries) increased by 3or..' ; imports (chiefly agricultural 
and light industrial consumer goods, particularly from Latin 
AIr.erican ~ountries) \;cnt up by 5~. The total turnover was 
worth over $1,000 million. Th:!. s attention to developing 
co~.tries is part of nur.gary !s conscious effort to diversify 
h~r trade partners and not rely so heavily upon western 
E.u-opean trading pa.....-t!lf' l's. 

11. Hungary's growing attraction to third world trade 
is not unconnected with the fact that it failed to reduce 
its trade deficit with develc?ed non-COMECON countries. As in 
1976, it suffered adverse terms of trade of about 6% and was 
unable to improve its position as imports and exports both 
inc~eased by l~, far below the Plan target of 17-18~ for 
exports, and 8~ for imports(2). In addition, the val~e of 
exports, raw materials i n rar ,icul~r , rose only by ,.~, where
as average import prices increa~~d 8.2%. Expensive imports 
i ncluded: coffee, cocoa, r aw ma terials, protein feeds, 
petroleum, steel tubing. On the other hand, prices for 
staple Hungarian exports, "Iheat corn, rolled steel end machine 
tools, stagnated or fell. Some sectors did well: enterprises 
under the control of the Ministry of Heavy Industry (mining, 
power generation, chemicals, aluminium) overfulfilled their 
foreign t rade Plan with e arts worth 81 million rubles to 
(1) A. Fe ere .. , ungar en-... ov e conom c es ore ade 

(Moscow) 10 (1977), p.1S. Hungary provides t~ ov e 
apple imports , 5~ canned vegetables, 3~ medicines, l~ 
plant machinery, and 15~ cotton fabrics. 

(2) Interview with C. CSikos- r;agy, Cha tralan of Price Control 
Office, Vila&Bazdas~, 3rd January, 1978, translated in 
JPRS, No. 76657, p. I37 ( ated 21st February, 1978. 
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COMECON and ~77 million to hard currency countries. Hun8ary 
has recently taken a keen interest in efforts to reform the 
procedures of CMEA international trade accounting clearances. 
Until now, the transferable ruble unit has permitted only a 
bilateral settling of accounts of liabilities and claims 
deriving from trade. The Hungarian National Bank is presently 
pressing the Soviet government to make the transferable ruble 
"transferable" on a multilateral basis. The Sovi ets on the 
other hand stress the need for a "CMEA planned expansion of the 
supply of goods and financial settlements" centrally located in 
Moscow. If, in this crucial debate of opposing overall 
centralization, Hun8ary, and to some extent Poland, continue 
to speak out a certain cooling of relations between Hungary 
and the Soviet Union may result. 
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PART II 

SUMMABY 

12. The HungarillJ1 autborLties- call for 1978 to be -a 
year :inWlich 1I0~ llressure 'will be_ put'· on._enterprises to
increase efficiency and quality and to be more .select1Ye 1n 
new development plans. Growth is planned to slow down 
in 1978 as' the govel"lllllent tries- to! cut -back "011 J.mports and 
"unecoJli:llll1-cal produc:ti,(ln~l. Na.tIonal income growth, which, 
reached almost 8% in 1977, is. achedul.ed t.o fall to_ a~t ~ '" 
(1916-.1980 'Plan': ' 5~4-5. -nn, industrial product1on-.1;0 go up. 
5-5.65&, agrlcul turd production 2~, an<i:1iomesti:«: cOIlSwuption 
by about[ 3.5,5. Capital 1nvestments -w111 rise '9.8iW and. w1ll be 
largely CDncentrated on projects with an export po.tential. 
Overal1, the 1918 Plan for a growth ..slow-down. seems- realistic 
in the. 1:1ght of an uncertain bard currency export market 
and rising import prices. 

GENERAL OUTLINE 

(i) Investment 
I 

13. _ HWlgarie.n planners are reluctant j;o overs,t~ate 
the ecollomy and seem to by shying away from rcontfm.fng the 
growth spurt of 1977. As. a , reault, the planned investment 
increase of 4-5% 'in 1978allocatea the b1gge.at slice to 
construction and service .ins.tallati-on ect1v1.ty which will •. 
serve to stilllulate labour productlvi ty. Total invsat:lle!lts 
are forecast at J.80-182 billl.on...f.orinta:, about the same cas 
in 1977(1). Wori on only two major projects 'will definitely 
be started .during the year. at the SzekiftiMrvar light metal 
'"orks and the .Lenin .steelworks, while ten. l'8rge_ invea:tltents 
"must be complej;ed"(l)~ These .incJ.ude the gu/o1l refineries 
at Sz4g4d, knLt goods factories and several food pro~essing 
plants. 

(11) WicuLture 

~4. AssUlling "averag.e" weather, output in 1978" is 
expected to rise by about_ 2-~ over .the 1977 levels. As a · 
restil.t' !J~ the 'acceptable 1977 ~st. continued emphasis is 
ylaced onJPrtvate vegetable, fruit, and livestock production. 
Planners wish to gLv e particUlar -stress to liog ri1s~operations, 
tncreaaed plantill4L!'ate . of '~Pe, ~ trui t -trees' iiid'""pro.cess.ing 
machinery tn. order1:o Oiilla up. further export potential. In 
addition, aore use of .f'ertilizers and importation 0.£ ,,:estern 
farm machinery are all expected to C'Clntribute to increase acreage 
Iields 
{l) "Remeth comments·, p. 75 
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(iii) Industry 

15. Industrial output is forecast to rise 5-5.6%. 
~onsiderable emphasis is to be placed on increasing the export 
ratio of total output in the processing sectors - primarily 
in the machinery, food and chemical industries - in an ettort 
to increase production of exportable goods. In the engineering 
sector, aluminium, the machine., light chemical and food 
industries are aiming particularly at boosting exports at a 
yearly increase by at least 10%. 

16. Producer prices ar e scheduled to rise in 1978. 
Water and sewerage charges, vehicle repairs and "certain 
technological assembly works" will go up from 7-16~ . 
Price regulations will permit some of these increases to be 
passed forward in product prices, and the rest will have 
to be absorbed through government subsidies. Metallurgical 
products will go up by 21-22% including an increase in the 
price of steel and pig iron of 3o-44~ and semi-processed 
steel products ot l3-25~ , and electrical energy prices will 
rise 15~ . 

17. In the energy s ector, Hungarian domestic demand is 
riSing quickly ( 6-7~ a year). As domestic production is able 
to meet only about one- t hird of this demand, Hungary has to 
rely extensively upon imports. In 1978, domestic crude oil 
output is to be slightly above 2.2 million tonnes, with 
imports mainly from t he USSR, t o be on about the same level 
as in 1977. In this regard Hungary appears t o have protested 
to the recent Soviet 2C1,~ pri ce increase ot her crude oil 
products (from 49.2 to 59 rublas ). In a dramat ic turn, 
Hungary has unilaterally raised the value of its currency 
by almost l~ against the transferable ruble in which payments 
to the USSR are calculated~l ) . Gas production is to increase 
to about 6.8-7 billion m3 ,1977: 6.5 billion m3) to take 
some pressure slightly off oil imports and allow expansion 
ot ammonia, chemical, and f ertilizer plants(2). NE>vertheless, 
as baa been Pol~~d's problem in recent years, total supply 
will barely keep up wi t h demand and many parts of the CO\Ultry 
will continue to receive only limited supplies of electricity. 
As a result, Hungary is t o intensity the pace of exploration 
for oil and gas in t he country east of t he Danube. Although 
oil producti on extraction costs heve risen, domestic production 
is still cheaper than imports, and the government has stated 
that every effort is being made to increase total yields(3). 

. 
1978 , p. • As 
uses 1 million 
or 5% of total 
Ibid 

, p 
o~~~r~' Magyar Hirlap, 31s t January, 
e: the ~trogen factory at Pet 

m3 a day of gas in its new ammonia plant -
Hungarian output. 
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(lv) Livlng Standard! 

18. .In an effort to hold do"n excessIve purchasing 
p01ller. nolllinnl Incomiils m:e set to ,il'lcreas~ less tban_ ~ 1977 
or 7-7.4". o-.. erall domestic consump;UQn" latp he Dl,!i c10wD . 
to~. Hungary. 11ke much of Eastern Europe. seems to be 
contlnulng Its effort to ralse consumer 11ving standard •• 
Housing constructlon Is to increase. as ,,111 serv~~a 
retail trade turnover • . Expenditures. ot ~ealth o~e. spcJal 
and cultural servi-ces will increase by about l~ -Qjtoause ot 
food waga.adjustll1:ent8(l}. 

(v) Fox-de 1'rade • 

19. Hungary's lII8.1.n.:task in foreign tra,de is to "~erate 
notlceably" .:the 'Ue:tld. t of the non-ruble trade accounts. _ 
Imports-.boom non-rublfe accounting countries are f~~ec:a_Bt to 
rlse a:t a rate ~ch IllU8t be. held belO\f exw>rt ~asll of_" 
at least 12-~3". This ~s by no means assured because .~ch 
will depend 0. .. 1 Western recovery. Nevertheless" Ihm&~ has 
-made determined efi-orts to open ~ new maricltta, ef!PeCl~ly 
in the USA; recent Hungartan trade agreements pro\'..~dJ:pg 
for reclprocal non-discriminatory tariff (IiFN) treatment plus 
many ..businass :tcac1l1taUon measures refl-e.ct ifuDguy' s .~e 
aggressive effort to.arket her e~orts and strlke against the 
barriers of Western r~ces.ion. Hungary baa- also -recen~y 
organized the "first East. European holding: cQlllP8JlY in a . 
Western country. The f1r.m. established ip l.IlX_~g .. ls to 
ass\lIIIEI equity participation in small-to-aae¢1uat size _h.1.&P 
technology Ves1:ern companies that are experlt:!Dcin8:111g1,!1d1W 
d1f!icul ties, but which show good prospects, for profl t.%bUi ty(2). 

20. Trade turnover in 1978 w1.th the othlU' COMECON 
countrles Is forecast to grow at about the same r ate as in 
1977. Exports are forecast to rI11e l~, with imports ,up 
~(3). Elllpbasls will be on d1~sific!ltlon o~ markets. 
substitution 0-£ expenslve capltal:ls,t .-1mporta wlth soc1.alI, t 
1liIports and increase of exports to ..non-ruble IlllU'keq • .. The 
blggest partner is 8cbeduled to be the USSR with bilateral 
agr&8IIents I n 1978 wort!! more than four II1Ilien rublf 8. 
More than 50% 'of Hungary's exports to the U~co~ist of 
machinery. buses and auto parts. Important Hungarlan ilpports 
are mainly raw materlals. crude oil, gas, coke, tractors 
and combines. At the same time co-productlon and speclallzation 

(1) ProvIsIons of 1976 Budget BIli DetaIled , Magyar Koziony 
No.98, 27th December. 1977. (Translated In JPRS 
No. 7068L., 24th February, 1978. p . 54). 
"Nemeth comments ••• ". p. 73 
Eastwest Harkets. 20th l>"1B.I'ch, 1978 
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arrangements, encompassed by ten bilateral and nine multi
lateral specialization contracts, with other COMECON countries 
have also helped Hungary to build up her manufacturing capacity 
of coaaun1cations, data processing equipment, as well as 
pharmaceutical production. 

GENERAL OUTLOOK 

21. Aware that foreign trade is perhaps the most 
crucial aspect of her economy, Hungary is waking sOlIe determined 
effort to increase its export trade and thereby reduce its 
balance of payments deficit. Hungary is not only sending trade 
teams abroad and Signing trade treaties (the most recent o.f 
which gave her MFN status with the US, subject to congressional 
ratification), but also encouraging factory managers to stress 
the need to devote more money to market research in se~ 
goods to Western countries. Hungary will probably have saae 
success in this aim with the result that Western countries 
(as laid down by the EEC) will come under increasing pressure 
to lift quota restrictions on Hungarian products. The impact 
upon domestic Western industries of these imports, whose prices 
are deterained by the state, is bound to be adverse. 

22. The Hungarian econoa:y will continue to suffer from 
a number of constraints: l abour super is very t1.ght; 
domestic energy supply's share of to energy consumption 
is decreasing, and the l arge Hungari~balance of payments 
deficit. The government is making considerable efforts to 
overcome the worst aspects of these constraints, but until 
Hungarian industry is fully modornized and competitive by 
world standards, in both labo~ productivity and quality of 
goods, Hungarian national income will slow down considerably 
in the 1978-1980 Plan period. 

23. Hungarian agriculture is doing quite well, and 
assuming the government continues the policy of modernization, 
training of farmers and support of the p.rivate plot, should 
continue to out-perform its 01EA neighbours and meet its 1976-
1980 target 3.2 annual increase. Indeed, Hungary's quite 
acceptable agricultural performance stands out aoongst the 
lacklustre East European results in general over th~ last two 
years. 
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..l.977 ResuJ.ta 

Plan - --'-l:9TI Actual 
(rn-terms of 1976 percen~) 

National Income 
InduStry 
Building 

106-106.5 107_5-106 

Agricul ture (in terms of 
1975 percentage) 

Average nominal income 
per person 

Consumer price index 
Per capital real income 
Real wages per earner 
Investments in the socialist 

106 
105-106 

107-108 

107.5-108 
103.8-104 
103.5-104 
102.5-103 

sector (at current prices) 
in terms of 1,000 million 
forints 164 

Flat building (in 1,000 pieces) 88 
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106.8-107 
];06 

107-107.5 

108.5 
103.9 
104.5 
103.5 

181.5 
93 
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TABLE II 

H~ian Foreies Trade 19~ -
Total over 560,0 mIiilon ~rlnts 

Item -
CMEA turnover 

CMEA imports 
exports 

Soviet Union imports 
exports 

Advanced capitalist countries 
imports 
exports 

EEC imports 
exports 

European, non-LEC c~pitalist 
countries imports 

exports 
Non-European developed 
capitalist countries imports 

Developed capitalist 
countries 
Developing countries 

CMEA trade turnover 
Poland 
Bulgaria 
Romania 
GDR 

Czechoslovakia 

exports 
Total share of 
HungarIan Imports 

39.8 
7.1 

50 increase 

16-17 (value) 

13-14 (volume) 
10.5 
19 
15 
16 

20.7 
12.2 
23.2 
15.7 

18.2 
7.1 

8.6 
5.5 
Total shar(' of 
HUilgarlan exports 

29.3 
8.9 

~ volume increase 
28. 5 
21 
14 
13 
10 

NAT 0 RES T RIC T E ry 
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TABLE III 

VILLAGGAZDASAG, 1st March, 1978 -
Hungarian foreii2l trade in 1977/by fouptr1es/lilllop {oIte1!~ 

-
Group of countries 

Europe, total of which: 
European CI1EA countries 

of which: 
Bulgaria 
Czechoslovakia 
Yugoslavia 
Poland 
GDR 
Romania 
Soviet UnIon 

Common Market countries 
of which: 
France 
FHG 
I taly 

other European count.ies 
of which: 
Austria 
Finland 

Asia, total 
of Wich: 
Iraq 
India 
Iran 
Ncngol1a 
China 
Korean People's Republic 
Vietnam 
Jepan 

P1rican countries 

American, total 
of which: 
US 
Brazil 
Cuba 

Australia and Oceania 

Total: 

Value calculated on a cif bas i s 

Import 

225,162.4 
136,805.8 

3,229-.2 
14,747.7 
4,860.6 

11,315.7 
21,642~8 
6,99~.9 

73,567.0 

58,,)37.5 

6,220.5 
29 __ 199.5 
8,873.5 

29,~19.1 

12,587 .1 
1,795.5 

l2., 741.8 

2.797.1 
1,269.9 
1,182.6 

122.4 
1,570.7 

182.9 
197.7 

2,836.9 

4,488.7 

20,333.4 

5,565.8 
8,058.4 
1,123.4 

1,186.4 

263,912.7 

267,308.8 

- .------- -
N AT 0 RES T RIC TED 
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Export 

213,920.5 
144,752.2 

2,835,.0 
17,365.6 
10,734.6 
11,61610 
,22,35400 
_ 7,140.0 
'72, 530.7 

43,926. 3 

4,097-.1 
21,677.4 
9,713.7 

25, 242.0 

8,675.7 
1,284.4 

16,224.4 

.3,305.6 
1,062.1 
2,665.1 

191.6 
1,319.9 

358.2 
650.3 
393.9 

7,236.4 

6,188.5 

2.304. 0 
327.1 

1,194.6 

246.8 

243,816.6 

236,590.5 
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TABLE IV 

Goals for 1978 are specified as follows: 

National Income 
Internal use of national income 
Industrial production 
National construction-assembly 
performance 
Production of agricultural produce 
Total investments of socialist sector 
(Nominal) per capita average income 
National average of nominal wages 
per earner 
Consumers' price level 
Per capita" real income 
Real wages per worker and employea 
Real income per one co-operative 
farm worker 
Consumption of the population 
Total building of dwellings 
Of these, built by the state 
state budget revenues minimum 
State budget expenditure maximum 

19'18 estillatee of 
increases (56) 

4-5% 
2-3% 
Fts 180-182 milliards 
7-7.4~ 

7'1> 
4% 
3-3.2% 
2.8-3% 

2.8-3% 
3.4-3.6% 
90,000 dwel~8 

33,000 d./tIl ing:: 
6% 
7% 

N A T 0 R E S T R IC TED 
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