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SUB-COUMITTEE ON SOVIET ECONOUIC POLICY 

REVIEW OF THE ECONOMIC SITUATION I N  BULGARIA 

Record of the  meeting  held  on.27th A p r i l ,  1967 

Note by the  Chairman 

I n  accordance  with,the  decision o f  the Sub-Committee (1) 
the Economic Directorate  has prepared  the  attached draft record 
of the  meeting o f  27th  April ,  l967 on the  Bulgarian economy. 
Should par t ic ipants   in   the   d i scuss ion   wish  t o  propose amendments, 
they  are   invi ted t o  send them t o  the   In te rna t iona l   Secre tz r ia t  
before 15th June, 1967, 

(Signed) A. VINCENT 
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"- Record of the meeting - held "_"". on 27th >Gri lG " 1352 

The CHLIRl,GGV welcomed the  presence of :  

D r .  Czykulka, Ministry o f  Economics, Bonn 
M. Qranier,  Ministry or" Finames  Par is  
Mr. Johnson,  State  Department. Washington 
Xr D Strohrna?;er -.,S.ta.te  Department  Tashington 
Mr. Tueh, Deputy Chief of  Yission,  United  States 

Embassy, Sofia .  

2. The CHJLIRMAN thanked the German and the Greek 
Delegations f o r  the  papers  they had prepared as  a bas i s  f o r  
discussion(1) as well as the  United  States  Delegation which had 
submitted comments on the German note(2) ,  He then  called upon 
D r .  Czybulka t o  introduce  the German paper. 

3. D r .  CZYBULKA opened the  discussion with a general 
introduction  into the scope and development o f  economic reforms  in 
Bulgaria which he described as being  in a t ransi t ional  period. 
The general  concept follows tha t  o f  the Czech and thc  Soviet 
models with, up t o  now, ra ther   l imited  resul ts .  The lack o f  
professional knowledge and t ra ining of  those who are  responsible 
f o r  the practical  implementation 02' the  reforms,  remains  the key 
pr  ob1 em. 

4. The speaker  then  refeiared i n   d e t a i l  t o  the  Congress  held 
in S o f i a  on 28euh-30th March, 13c7 on problems of the  Bulgo.rian 
agricultural  co-operatives. The Congress  had the following results: 

- it produced a new s ta tu te   &izh  vas, however, b u t  
a Codification of proceCures followed in  past /Tsars. 

it established a Central  Union of Co-operatives  vhizh 
resembles  regulations i n  Rumania. A similar body 
already ex i s t s   i n  Poland and one is  planncd i n  Hungary 
a;?d in the USSR: 

"" ="."~ ." i"~A-: . ." -  - " . . ..._.._ ". "" 

(1) German note: AC/89-WP/210; Greek note: RC/89-*;P/21G/2 
( 2) AC/89-?7?/210/1 
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- it  confirmed  the right of  members o f  the  co-opera.tives 
t o  draw a pension No n-Lrther d e t a i l s  have yet  become 
known; 

- it sanctioned the private  sector  within  the 
co-operatives which in  turn  should  provide machinery., 
if needed, t o  the members o f  the  co-operatives? 

- it pronounced the right of the  co-operatives t o  buy 
d i r ec t ly  from light industr ia l   enterpr ises  which base 
thcir  production on agricultural   output.  This  scerns t o  
have  been s ty led   a f te r  tho Soviet Zone . o f  Germany. 

5. The  C€”IHL4N enqnired  about  the  influence of other  East 
European  models on the  Bulgarian ozonomic r e f o r r g s  a”d the 
differences which m i g h t  o r  might not, .exist  among  thcm. 

6.  To this Mr. TUCH r ep l i ed   t ha t  the top leaders   in  
Bulgaria  were, by now,, firmly committed t o  the economic reforms 
which were going ahead a t  a. f a s t e r  pace than  could have been 
expected a year ago. H e  d id  not sGe any essential  di2feiaenee . 

. between the Bulgarian  reforms and those adopted i n  the other 
’ Eastern European countries,  There exis ted  var ia t ions  in  emphasis 

8 s  ne11 a s -  in   specif ic   provis ions and Bulgaria had t o  face  cer ta in  
problems.whiih  other  Eastern European countries might not have t o  
the same extentf  such as modernisation of agr icul ture ,  dependence 
on foreign  trade and the rôle of tourism. 

7. The speaker  pointed  out  that the required  modernisation 
of industry and agriculture  in  Bulgaria depended more upon foreign 
trade  than was the  case i n  o the r  Eastern European countries. 
Bulgaria was economically very much dependent on the Soviet Union 
from which she had recei-ved, since 19b6 L about 1.5 bi l l ion  roubles  
i n  ass i s tance ,   In   cont ras t  t o  developments in  recent  years,   the 
Bulgarians were now planning t o  increase  their   trade a i t h  Cornmis t$  
countries  proportionally with the  overall   increase  in  trade.  
However: Bulgaria would have t o  turn t o  the West f o r  sophisticated 
equipment and know-how. By f r c i l i t a t i n g  such trade,  thc Vest would 
be  able t o  exercise a l iberal is ing  inf luence,  

8 .  The GREEK REPRESEFTATIVE questioned this poss ib i l i ty  and 
asked hon. f a r  the Bulgarian  leaders  really wanted t o  detach  their 
country from the Soviet Union and whether the Russian economic md 
Pol i t ica l   in f luence ,  which was increasing.  would permit such a move, 

9. Mr. TUCH agrced t h a t  the  Bulgarian  leaders d i d  not  want 
t o  detach  themselves from the  Soviet Union. Hovever, they d i d  want 
t o  modernise the i r  economy. In   tu rn ,  this required  an economic 
and in t e l l ec tua l   l i be ra l i s a t ion  which  was i n  the ‘ks t e rn   i n t e re s t .  
The process WRS bound t o  be a long and painful  one,  although 
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Considerable  progress had already  been made if the s i tua t ion  was 
compared t o  the one prevai l ing a few years ago. The GRECK 
REPRESENTATIVE remained scept ical  on these   poss ib i l i t i es  and- pointcd 
out  that   while  l iberalisation was uncertain, i t  was clear   that  
economic re la t ions  with thc West generally  strengthened the 
Bulgarian economy, 

10. Mr. GRANIER drew the  attention t o  the f ac t   t ha t ,  
although there was, under the new economic system, n tendency to 
decentralise,   the bamking system v a s  re f lec t ing  a revcrse  trend, 
The freedom givcn t o  the  enterprises had been checked by the new 
regulation o f  30th December., 1966, which firmly  estabI-j.shed the 
central  power i n  the  f inancial   f ie ld .  

11. The CHAIRMAN pointed  out  that  the economic re forns   in  
the Eastcrn European countries  generally enhanced the r81e o f  the 
banking  system. Mr. TUCH d i d  not think that, the regulztion 
referred t o  could  be  interpreted  as a developmnt whcre one hand 
takes away nhat  the  other had given. The Bulgarians  themselves 
presented i t  as a measure of ra t iona l i sa t ion   ra thcr  than 
cent ra l i sa t ion ;   in  tho past ,   them had often been a shortage o f  
funds available  for  short-term  loans and a t  the same time, t o o  
large funds cvai1Ebl.e f o r  long-term  loans. The new rLgulation 
aimed a t  a l loa ing   g rea t e r   f l ex ib i l i t y ,  

12.  The C E L I R I W  asked if  there had becn any r i s e   i n  
consumer pr ices  c?s a r e su l t  o f  the d i f fe ren t  measure8 taken  under 
the new economic system. Mr. TUCH replied  that   there had not  been 
any change i n  thc l e v e l  o f  r e t a i l   p r i c e s   i n  the past  year. 
Although a s  of January 1967,; 6% o f  the  Bulgarian  econow x . s  
working under the new system, he thought that i t  was s t i l l  t o o  
early t o  say how i t  would eventually  affect  the man i n  the  s t reet ,  
The Bulgarians  zffirmed  that no increases would be  allowcd  but 
considerable  concern  about  such a poss ib i l i ty  WELS f e l t .  

13. The YTETHERLA-XDS REPRESEET.ATIVE remarked that  the eGcnomic 
experiment had been  going o n  î o r  some time nolrJ and he thought i t  
pecaliar that Z I Q ' ~ ~  could  be  said  about  the  possible  results. He 
asked if the  expcrts were not  a b i t  t o o  cautious i n  the i r  
reluctance t o  forecast  and he  pointcd t o  the  over-fulfilmcnt 
f igures  f o r  cotton  fabrics  contained  in the Greek papcr. 

14. D r .  CZYBULKA rep l ied   tha t   the   increase   in   t ex t i lc  
production  probably  reflected  returns on increased  investment. 
rather  than the e f fec t s  o f  the economic reforms. M r .  TVCH thought 
that  some progress  could  reasonably be expected. Among the main 
problems facing the Bulgarians were the low labour  productivity 
and uncnterprising management, The authori t ies  were awre of 
these  problems. An I n s t i t u t e  t o  t r a i n  management was t o  be s e t  up 
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i n  Sofia. wi th  United Na t ions  ass is tance.   After  a yecr o r  a year., 
and a ha l f ,  i t  was j u s t  t o o  ear ly  t o  draw any conclusions on the 
e f f ec t s  o f  the  .economic reforms. 

15. The C H "  referred t o  the rather impressive 
industrial  progress  Bulgaria  has been able t o  achieve i n  the past 
years ,  t o  which Mr. TUCH repl ied  that   there  was a r ea l  danger 
tha t  t h i s  could  not  continue. If the  Bulgarian  plûnners wanted 
t o  increase  industrial   production  at  a s imi l a r   r a t e   i n   fu tu re ,  
imports from the West are  neccssery. The t r ade   de f i c i t ,  vrhich . .  

amount& t o - U S  $160 mil l ions  i n  1966, i s  however d i f f i c u l t  t o  
overcome: without imports o f  western  equipment 2nd know-hov5 
Bulgaria nil1 not be able  to achieve  such improvemcnt o f  qual i ty  
of these  manufactured goods, which would makc them markctable i n  
the West. Agricultural  production, on the other  hand,  cannot be 
much increased and even if i t  could,   possibi l i t ies  o f  increased 
s a l e s   i n . t h e  West a re  limited.. 

16, M r .  GRANSER confirmed -this point and i l l u s t r z t e d  i t  by.. 
the problems  France is encountering in   her   t rade  v;ith Bulgaria, . 
I n  view o f  the h i &  cumulative  indebtedness of .the Bulgarian c 

economy, he  enquired  whether  the  Bulgarian  Authorities had 
approached  the German Authorit ies and asked f o r  a pc?yment 
moratorium( 1). 

17. The CHAIRMAN enquired  about  the  rôle tourism could  play 
in   b r idg ing   Bulgar ia ' s   fore ign   cur rency   def ic i t .  Mr. TUCH-replied 
that t h e  $40 mill ion which the  Bulgarians  claim t o  have gained 
from tourism i n  1965 was not enougbt t o  cover the shortage  in  
foreign  currency. He underlined the tremendous l i be ra l i s ing   e f f ec t  
the t o u r i s t  trade was exercising on the  Bulgarian  population of  
8 million, which annually meet Ebout 1 mi l l ion   forc igmrs .  Xany of 
them are  accomodated in   p r iva t e  homes or guest  houscs and some 60.$ 
come from the West. 

18. The BZLGIPJT .REPRES2XTT4TIV'E refcrrcd to the  contradiction 
created by the  fact   that   Bulgzria had t o  r e l y  on the suL2port- f r o m  
the West in   her   des i re  t o  .modernise her economy and VJC?S u n a b l ~  t o  
get  this support  from the  Soviet economy t o  which shc was t ied.  
He thought t h a t  the indebtedness of Bulgaria had  reached F' point.. 
where her  credit-worthiness had become doubtful 2nd hc t;rondercd 
whether a similar  a2cumulation of debts t o  the Ycst could be 
ant ic ipated  in   other   East  European countries.  The FRGNCH 
REPRESEKTATIVE pointed  out  that  Bulgarian  purchases i n  o t h e r  
cpuntries of' a certain  importance. which twre not   fu l ly  
coinpensated by sales, ;   requircd  special   authorisatiqn by the 
Governmcnt. 

(1) T O  this the German Representative  replied a t  -the meeting Of 
Economic Advisers on 5th May tha t  no such o f f i c i a l  approach 
had  been made. 

NATO CONFIDZNTI& -6- 
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19. The UNITED STATES REPRESENTATIVE reaffirmed i n  t h i s  
connection the United  States’  opposition t o  the  extension of long- 
term credi ts   by BTATO countries t o  Eastern European countries. He 
was asked by the Chairman if  i‘ since  President  Johnson’s  speech of 
7th October l a s t   y e a r ,  there had  been any further  evolution of the 
United S ta tes  commercial policy towards Eastern Europe. Mr. TUCH 
replied  that  the East-West t r a d e   b i l l  was  now again  being 
introduced  into  Congress  with some hope o f  success since 
prominentt’l*~mel~i~’a;lz trade  orgcnization Tmre also supporting  this 
type of bri6ge building. Among the  Eastern European countries,  
Bulgaria might ne11 be the slowest  in  responding t o  the new 
American policy. 

20. Answering a question by the  Netherlands  Representative, 
the GZRXAX REZ’RESENTATIVE said that -the suggestion  contained  in 
paragraph 70 o f  the German paper t o  “s tudy  in   detai l : ’   the  problem 
o f  how t o  make Bulgarian  products  marketable  in  the i7est should be 
interpreted  as meaning t h a t  such studies  should  not  necessarily  be 
undertaken i n  the Committee o f  Economic Advisei*s, but  by the 
individual ITAT0 countries. An exchange of information ia 3TATO 
could f o l l o w ,  The UNITED STATBS BEPRESEBPI”4TIVE was i n  f2,vour of 
keeping i n  mind the  idea o f  carrying  out such s tud ie s   i n  FXTO. 

5 ,  , .  

21. The C H A I R “ ?  asked if Bulgaria had shown any i n t e r e s t  i n  
co-operating  with the West i n  international  organizations. 
Mr. TUCH replied tha t  Bulgaria had recently  applied f o r  the   s ta tus  
o f  observer i n  GATT and might  be  interested  in  the mcmbershi$ o f  
FAO. 

22. The discussion  then  centred on the problem o f  Bulgaria’s 
re la t ions  with  the  other  Comnunist countries. Mr. TUCH remcrked 
that  Bulgaria was bene f i t t i ng  f r o m  association  with CCI.:CCGGÏ snd had 
been  able to build most o f  her   indus t r ia l   bas i s  with ‘ihe help o f  
the  other CO?:ZCON countries. Bulgaria  could,) with t h e   a s s i s t a x e  
o f  COMECON, find-  markets f o r  products  she would not have beea &le  
t o  dispose of in  the West. Leaving  the  Soviet Union aside. ,  
Czechoslovdciz- 2nd the  Soviet  Zone o f  Germally were Bulgaria’ S main 
trading  partiicrs.  There were  no signs of  Bulgaria  going  the way 
o f  Rumania and economic a s  well a s  pol i t ical   reasons made such an 
evolution improbnble, Bulgaria hcd certainly  assured  herself  o f  
Russian  acquiessence t o  he r   e f fo r t s  t o  develop  trade  with the  Xest. 
Nevertheless, such trade  should be  encouraged because i t  exercised 
a l iberal is ing  inf luene.  The GREEK REPRESENTATIVE voiced some 
doubts  concerning  Bulgaria’s  intentions i n  h e r   f l i r t i n g  s‘ith  the 
West. He thought thc?.tt, in  dealing  with  the West, Bulgaria mas 
trying t o  p r o f i t  f r o m  both  sides While remaining  firmly on one, 

23, The CKP._IRRI2P,N then  rend  out  the  conclusions  contEined i n  
C-M(65)80 and asked what modifications  the  experts  considercd 
necessary. The GREZK REPRESENTATIVE suggested  that a paragraph 
be included on Bulgaria’s  response, i n  the  past  two yearss  t o  the 
willingness shown by NATO countries t o  expand trzde  with 
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Bulgaria. The BZLGIAN REPRESELTATIVE thought t h a t .  the Gerrnm 
proposal t o  s tudy   in   de ta i l   the   ques t ion  o f  how t o  f c c i l i t a t e  the 
sa l e  o f .  Bulgarian products in  the West should be included i n  the 
findings of  the Committee, as  we11 as  the problem o f  Bulgaria's 
growing indebtedness. 

24. It. was decided t o  leave it t o  the  Secretariat  t o  suggest 
conclusions upon which member countries  could comment,  The 
CHAIR&LAN .thanked  the  participants for their   contr ibut ions t o .  the 
discussion, or" which a record would be submitted t o  them f o p  
approval. I t  was agreed  that  the Economic Directorate would 
prepare a synthesis o f  a l l  information  available f o r  the Sub- 
Committee which might decide t o  send a shortened  version of i t  t o  
the Council . 
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