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THE ROMANIAN ECONOMY 

OBJECT 

This study i s  an  a t tempt   to   present  and assess  the 
economic, f i nanc ia l  and g rowth  f ae to r s   ope ra t ing   i n  Romania. 

c 
SUMl/IAHY AND CONCLUSIONS . .  

# \  

* 

1. Romania's  population o f  1g03 mill ion  suppl ies  a labour 
force o f  1-1 ,5 mil l ion,  60%. o f  whom are  s t i l l  employed i n  
agr icul ture .  The  standard  of'&ivin.g  found  in Romania i s  one of 
the  lowest  in East Europe and is less than h a l f  t h a t  found i n   t h e  
advanced .countries of 'Jestern Europe. The l o w  standard of  l i v i n g  
is  a func t ion  b o t h  of the low s tage of development of the economy 
and o f  the government programme of  r ap id   i ndus t r i a l ina t ion  
whereby.a minimum of resources  are  al located t o  the  production of 
consumer  goods so t h a t  a maximum o f  resources  can  be  channeled 
in to   cap i ta l   format ion ,  

2, , Climate and s o i l s   i n  RomZrnia are  suited  to  the  produc- 
t i on  of almost  every  crop common t o  East  Europe,  but  because of 
the low pr io r i ty   a s s igned   t o   ag r i cu l tu re   r e l a t ive  t o  indus t ry   in  
the country 's  development plans,  much of Romanian'agricultural .  
product ion  potent ia l   goes   unreal ised, '  The ag r i cu l tu ra l   s ec to r  
accounts f o r  about 30% of na t iona l  income  and i t s  exportable 
Surplus i s  a major  contributor t o  the  country's  hard  currency 
earnings. 

3 ,  Severe  drought  conditions  in 1368 brought  Romanian-..' 
agr icul taral   output   back t o  the l e v e l  of 1965 a f t e r  the high 
y i e l d s  achieved i n  1966 and 1967- The B i l l  on Agricul tural  
Taxation,  e.xpected t o  be implemented i n  1969, will introduce a I '  

progresslve income t ax   i n   p l ace  of the  present p rope r ty  levy. 
I t  should  act   as  a major  production  incentive f o r  co-operative 
and private  farmerso Gross  capi ta l   investment   in   agr icul ture  
i s  expected t o  . increase by 9% over  the 1968 total   but   given  current  
equipment  investment  trends,  net  .investment will decl ine.-or .  become 
nogative.  Average  output  levels  in  the  next f e w  years  are  expected 
t o  increase  only  marginally above those  real ised in 1966 -and '. 

19670 

40 Romania h a s  achieved one 6af the   h ighes t   ra tes  of growth 
of i ndus t r i a l   ou tpu t   i n   t he  world.  This growth  has  been 
achieved  par t ly   a t  the expense of the non-industrial   sectors,  
such a s   a g r i c u l t u r e ,  and a l s o  a t  tke  expense o f  personal con- 
sumption, the r a t i o  of c a p i t a l  goods t o  consumer gosds i n   cu r ren t  
industrial   production  being  about two t o  oneD  According t o  
o f f i c i a l  Romanian da ta ,   t o t a l   i ndus t r i a l   ou tpu t   has  grown a t  an 
average r a t e  of 13?2$ f o r  the  period 1951-670 This growth,  however, 
slotv&i tc3 1 2 ~ 6 %  between 1966 and .-I 967 and t o  l 1  06% between 1967 
and 1968, T.he plan f o r  1969 prescr ibes   an  increase of 1 0 ~ 8 %  i n  
indus t r ia l   ou tput  over t h a t  of 1968, 
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5, Romania's i n d u s t r i a l  development  has  centered  around 
the development o f  the  chemical and engineer ing  industr ies ,   p lus  . 

th.e necessary  supporting  industries o f  methane gas   extract ion,  
s tee l  and  power, Although  the f a s t e s t  growing sector   during 
1965-67, "metal  construction and metal  products" i s  not   pr imari ly  
a domestic  resource  based  industry, the nex t   t h ree   f a s t e s t  
growing s e c t o r s   ( e l e c t r i c  and, thermal power, chemical  and  pulp 
and paper)  ape  'based  on t h e  explo i ta t ion  o f  domestic na tu ra l  
resources, The p lan  f o . r  1969 ind ica t e s   t ha t  this pa t t e rn  of 
i n d u s t r i a l  development .will -not change r ad ica l ly   i n   t he   nea r  
future , 

. .  

6, Although a small   trading  nation,  heavily comml..%ted p r i o r  
c 

t o  1960 to   the  Communist trading  group, and more p a r t i c u l a r l y  t o  
the Soviet  Union, Romania has  achieved a degree o f  success   in  i t s  
espoused  aim  of  breaking away f rom a heavy  dependence on its. 
communist t r ad ing   pa r tne r so  . T h i s  development,  however,  h,as had 
only a marginal  effect  upon a. continuing dependence on the 
COMECON count r ies  f o r  raw materials,  machinery  and  service.s 
required f o r  i t s  s teel ,   engineer ing ahd t e x t i l e   i n d u s t r i e s  and 
f o r   o u t l e t s  f o r  i t s  industr ia l   products ,  

. .  

70 In   the  past   decade, .   the  non-communist countr ies '  share 
of  Romania's  trade  has  risen  from  about  one-fifth-  to a.lmost 
one-half'  with a corresponding  decline i n  the share of' the 
communist countries;  While Romania's t rade  with the  Nest grew 
seven-fold,  admittedly from a low bsse ,   tha t  with the communist 
trading.  group  rose  only by  one-half ,   Preliminary  f igures f o r  
1968  indicate a 2% decl ine   in   the  non-communist share of Romania's 

. t o t a l   t r a d e .   I n   l i n e  with its  pol icy  of r a p i d   i n d u s t r i a l i s a t i o n ,  
Romania has  imported  large amounts. of advanced technical  equip- 
ment and machinery f rom the West, During  the safie period, 
Romanian exports   of   foodstuffs ,  ti'mber and timber  products and 
petpoleurn  products.  increased a t  a'much slower rate.   Foreign . ' 

t rade  targe ' ts  f o r  1966-70 have been s l igh t ly  exceeded  through 
the midway point  of' the five  year  plan,  A slow down i n  the  growth 
Of t rade  over. the  next  few  years i s  estimated. 

8, The most important item f inanc ing  Romania's present.  ,I 

trade  imbalance i s  the extension of medium term expor t   c red i t s  
p r i n c i p a l l y  by the  Federal  Republic o f  Germany, France,  the 
United Kingdom and I t a l y ,  Romania ranks  second  only t o  the 
Sovie t  Union i n  terms of the  absolute amount o f  c red i t s   ou t -  '' 

s tanding   to  NATO coun t r i e s  which a s  of June 1968 s t o o d  a t  a t o t a l  
cf $731 million,  Although Romania does  have  gold  deposits, 
nei ther   annual   product ion nor gold  reserves  are  thought t o  be 
l a rge ,  Romania i s  faced  with  the  basic  problem of securing 
addi t ional '   convert ible   currency  to   f inance i t s  pas t .   ob l igs t ions  
and future  requirements, Romania could employ Some ,mix of i;he 
fQl l0wiP.g  p o l i c i e s :  1 ) deplete  gold  reserves, 2) rea l loca te  
investment  resources t o  meet the  short  run demand f o r  a g r i c u l t u r a l  
Products, 3 )  negot ia te  for a reduction o f  the  West's  high impGrt 
d u t i e s  on a g r i c u l t u r a l  produce .and 4) upgrade  the.   quali ty 'of i t s  
induStr.ial  goods and apply  aggressive  marketing  techniques  to 
S e l l  them abroado 
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9. The formation of the   Internat ional  Bank for Economic 
Co-operation (IBEC) in .1964  has   fa- i led t o  expand mult i la teral .  
trading among the COXECON members, Since the accounting unit 
f o r  . trade  within CODIECON, " the  t ransferable   ruble"  is not  
convert ible   into  foreign  currency,   there  i s  nothing t o  be  gained 
by bui lding up paper   c red i t s  on 3 surplus  account.  Romania's 
cumulative  trade  balance for the period 1960-1967 with all the ' .  

communis-t count r ies  shovts a sma l l  d e f i c i t  of $6 millim, 63th 
the E a s t  European countries  (excluding  the  Soviet  Union) Romania 
runs a cumulat ive  def ic i t  o f  $146 mil l ion,  whereas t rade wi,th the 
USSR and remaining communist countries  has shown cumulative . 

surpluses o f  $68 mi l l ion  and $73 mill ion  respect ively,  Romania 
is n o t  a large  donor o r  rece iver  of intra-COMECON s n o r t  term o r  
investment  credits, 

I O .  The Czechoslovak c r i s i s  of liugust  1968  has  strengthened 
the w i l l  o f  Romania t o  preserve what eco,romic independence it , h a s  
won during the pas t  from  the USSR. Romania h a s  t i e d  the ~ S U C C ~ S S  
o f  .her '   indus t r ia l i sa t ion  programme largely  to  imports o f  advanced 
c a p i t a l  equipment  from non-communist countries. Whether the West 
maintains i t s  share o f  Romania's trade  depends, among other   things,  
upon Romania's  success (or f a i l u r e )  t o  shift  f r o m  buying t o  
s e l l i n g   i n  Ylestern markets. Overt economic sanc t ions   sga ins t  
Romania by the COI\IECON countr ies   are   unl ikely,   Barr ing a change 
i n  Romania's act ions,   the   Soviet   El ion will probably  continue to . .  

' take a l i b e r a l  view  towards Romanian' forei'gn economic re la t ions .  

c 

is-  
ind 
t o  

..l l,.. -.'Compared wi th  o ther  E a s t  European count r ies ,  Romcnia 
3 latecomer t o  economic reform, Continuing high r a t e s  of  
. u s t r i a l  growth i n  Romania have  probably  provided l e s s   i ncen t ive  
reform  the  economic  .system  than i n  the  other  slower-growing 

E a s t  European count r ieso  Limi.ted  changes i n  the  operation o f -  %he 
economy are  not  expected Bo be implemented o n  any more than an 
experimental   scale   unt i l  I 9700 

-- 12,  The c rea t ion  of " i n d u s t r i a l   c e n t r a l s "   i n t o  which.  the 
enterpr'ises o f  en t i re   reg ions  o r  whole indus t r ies  w i l l  be c.ombined 
is  the  basic  .feature of Romania's  reform programme, These - . . 

i n d u s t r i a l   c e n t r a l s  will i n h e r i t  much o f  the  detailed  'plcnning, 
co-ordination  ana management f rom the  central '   planning  agencies 
enabling the l a t t e r  t o  concentrate cn broad pol icy  quest ions,  
.Some contact  w i l l  be permitted  between  foreign and  dGmestic 
firms. Ppices w i l l  remain  centrally,   f ixed? If Romania's  economic 
refor.ms are.  implemented they can  be  done so,, without  major d i s -  
rup t ions   in  the economy, 
\ 13. The predominant  featupe  of R o m m i a ' s  .growth s t r a t egy  
i s .  the   d r ive   t o   r ap id   i ndus t r i a l i s a t ion ,  By f a i l i n g  to maximise 
production  p.otentia1  in the ag r i cu l tu ra l  s e c t o r ,  Eomania has had 
t o  f o r  go considerable   .convert ible   currency  earningso.  On the 
other  hand,  in  the  longer  run Romanian exports  of  primary  products 
face growing  Competition,  and  are  subject t o  pr ice   vagaries  and 
i n e l a s t i c i t i e s  - ,  of demand on the   in te rna t iona l   marke t .  
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Romania's i n d u s t r i a l i s a t i o n  programme is  reasonable . . 

i n   t h a t  many of the  nlost rap id ly  growing industries  are  domestic 
resource  or ientated;   other   import   subst i tut ion  industr ies  wiJ.1 
conserve Romania! S l imited  supply of hard  currency and a l l o w  some 
economic  independence f r o m  the Soviet Union. ïf rapid  industr ia l -  
i s a t i o n  i s  t o  b r ing  Romanians a higher  standard o f  l i v i n g , ,  
techniques must be-  found t o  expand sa les   in   the   h igh-qual l ty  
demand markets o f  $Jestern Europe, 

I o  POPUWTI ON, LABOUR FORCE, LIVING STANDARDS 

150  Eomania's  population of abou+, 1ge3  million  persons is 
l a r g e l y  of Lat in   descent ,  \?'hile Romania does  have  Hungarian  and 
German minorit ies,  they  are much smaller  than  those  found  in 
Czechoslovakia  and  Yugoslavia, NQ evidence o f  minority  unrest  . 

has  been  reported and Romania's President,  Nicolas  Ceausescu, 
c la ims  that   . the   Czechoslovak  cr is is  h8s strengthened  the  unity 
of the  nation. R0mani.a i s  attempting t o  avoid  major  regional 
economic  imbalances  through a de l ibera te   po l icy  of' l oca t ing  new 
p l a n t s   i n  a dispersed  pattern  -throughout the country. 

_ I  - 

16. Romania has the   h ighes t   par t ic ipa t ion   . ra te  of the  East  
European count r ies  with i t s  population o f  19.3 mi-llion  persons , .  

supplying a Zlsbour force  of 1 l ,5 million  persons .- 60% of  whom 
are  s t i l l  employed ( i n  many cases ,  under-employed) in   ag r i cu l tu re ,  
In  an e f f0r . t   to . . sa t i s fy  t h e  po ten t i a l   i nc rease   i n  demand f o r  
labour  created by  Romania's r ap id   i ndus t r i a l i s a t ion ,  the govern.- 
ment i n  1966 banned abortions and.  made divorce more d i f f i c u l t  to 
obtain. T h i s  l e g i s l a t i o n  p robab ly  explains much of the  dramatic 
rise in   t he  b i r t h  rate between 1966 and 1967 f rom .1b03 t o  27..4 
bir ths   per   thousand of population  respectively.  

17. The low standard of l i v i n g   p r e v a i l i n g   i n  Romania is a 
r e f l e c t i o n  of %he low stage o f  development  of  the economyo The 
present  s low r a t e  o f  improvement in - l iv ing   s t anda rd  is the   p r ice  
Romanians a r e  .paying f o r  t h e i r  programme  of rap id   indus t r ia l i sa t ion ,  
That . i . s ,  a minimum of resources  are  al located t o  the  production 
of consumer  goods i n  o r d e r  t h a t  a maximum o f  resources  may be 
channeled  into  capital  formation,  Western  sources  gstimate  that 
the per   cap i ta  G N P  of Romania i n  1967 stood at S940 ,, T h i s  
compares with an  estimated $1,580 f o r  the USSR and .over $29000 
f o r  the  advanced count r ies  of Western  Europeo In  Eastern  Europe, 
only  Yugoslavia and Albania had lower  per  capita GNP'so The 
average  monthly wage i n  Romania i s  reported  to  be 1,200 l e i ;  the 
minimum  wage having  recently  been  raised from l e s s  than 600 t o  
700 lei per  month, Wages in  the i n d u s t r i a l   s e c t o r   a r e  above the 
nat isnal   average a t  an estimated  f igure  near 2,000 l e i   p e r  month, 
Translat ion  into comparable d g l l a r  amounts would be  misleading 
because  .neither  the  commercial  rate of exchange  nor t h e   t o u r i s t  
r a t e  of exchange r e f l e c t  t h e  internal   purchasing power of the 
l e i  , 

f A l l  d o l l a r  sums in   t h i s   s tudy   a r e   exp res sed .   i n  US d o l l a m ,  
The exchange r a t e  used: 6 l e i  = 1 US d o l l a r ,  

-.. JXATO CONFIDENTIAL -1 0- 
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II A-GRICULTURE 

18, Romania . ï s  endowed with considerable   agr icul tural  
resources,  Agricultural  land  accounts f o r  lj_c,8 mi l l ion   hec ta res ,  
o r  62.5% of the to t a l   a r ea .  o f  the  country, O f  this, 66%9 o r  
9,8 ml l l ion   hec ta res ,  a r e  a rab le  and most of the  arable  land i s  
sown to  crops (98.6% in..  1967) , L 

.1-9.. ..+Romania's arable  land i s  primarily  given t o  the 

, The remaining  arable  lrnd is  devoted: t o  fodder  crops . 
6 production o f  -maize (33%. of arable  land) and wheat (30% of  arable 

land 1 (14% ; technical  crops  (10%)  such  as  f ibre  oilseed  crops and 
sugar  beets;  'and p o t a t o e s ,  vegetables,  legvlmiiï.ous and  seed  crops 
(8%) , t 

20. Romania's  vineyards  are  said t o  be the w o r l d ' s  n in th  
l a r g e s t   i n   a r e a ,  .There appears t o  be no  attempt t o  expand 
vineyard  area  nor has the yield  per  acre been  improved. 
S t a t i s t i c s  f o r  the  las t   decade show t h a t  grape  production h a s  
remained  about 930,000 tons  annually,  In  contrast Rom5nian f r u i t  
production h a s  more than  doubled  since 1951 , Principal   crops  are  
plums and apples with some production of  pears,   cherr. ies,  
apr ico ts  and nuts,  

21. Climate and s o i l s  i n  Romania a re   su i ted  t o  the  production 
o f  vir tual ly   every  crop common to  East  Europe. However, l a r g e l y  
because o f  the low pr ior i ty   ass igned   to   agr icu l ture   re la t ive ' to  
i n d u s t r y   i n  the country 's  development plans,  Romanian ag r i cu l tu re  
has i n  the past .   been  neglected  snd much o f  the  country's ' .  ' ' 

, agr icu l tura l   p roduct ion   po ten t ia l  goes. unrealised,.  Nevertheless, 
by"producing  suff ic iont   foodstuffs  and raw materials  during most 
-years - b o t h  t o  meet the  bulk of domestic  requirements  and. t o  
provide, a s ignif icant   exportable   surplus ,   the   sector  makes  a v i t a l  
contr ibut ion t o  the na t iona l  economy, The contr ibut ion i s  
par t icu lar ly   impor tan t   in  the case o f  grains   s ince  the main buyers 
of - t h e  1 t o  1 ,5 million  metric  tons  exported  annually  are  in the 
hard  currency  markets of Yestern Europe and Japan. 

2.2, O f  an  estimated. GNP i n  q967 of rou,ghly U S  $18 b i l l i o n ,  
'C agriculture  probably  :accounted. f o r  about 30yOioi I t  employed' 6.m 

of' the  country's  labour  force. 90% of the farm  labour  force 
w0rke.d kn the s t a t e  sec tor   cons is t ing  of some 730-state   farms,  
270,machine and t r a c t o r   s t a t i o n s  and 4,680 agricul tural   producer  
co-operatives ,. 

23. In 1967  crop  producti'on  accounted f o r  62% of  gross 
agricultural  output,  the  remainder  bei.ng  animal  products, While 
equivalent   f igures  f o r  1968  are  not  available,   the  proportion 
probably  shifted  in  fovour of animal.  products  because o f  a d r o p  
i n  crop  output  as a r e s u l t  o f  drought and heavier  than  8-rerage 
animal  slaughtering  designed t o  conserve  feed, . 
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24, Though c e r t a i n   f o o d s t u f f s ,  and a g r i c u l t u r a l  raw 
ma te r i a l s  f o r  industry  are   imported,  Romania .must'be  conside- 
red  an  sgr icul tural   surplus   country:   In  1967. agr icu l tura l ,  
products  accounted for rGugh1-y 28 per- cen t  of exports,   against  
l e s s   t h a n  3 per  cent of imports ,  Majar exports"were"g2ains 
(corn and  wheat p r i m a r i l y ) ,   f r u i t s ,   v e g e t a b l e s  and  wine. 
Eggs, animal fa t s  and sugar were  .shiVped i n   s m a l l e r . q u a n t i t i e s .  

hides  and'   skins ., 
Basic. impor t s   ws re   co t ton ,   rubbe r ,   r i ce ,   c i t ru s   f ru i t s ,  and 'I. 

. . .  

25., .'VuChile t he  economy reaps m a j o r  benefi ts- . f rom i t s '  . D 

a g r i c u l t u r a l   s u r p l u s ,  t h e  l i n i t a t i o n s  o f  Romanian a g r i c u l t u r e  
as it i s  p rac t i ced  todaS are   consi2erable .  .The s e c t o r  i s  labour 
in t ens ive  ..and ine f f i . c i en t  by- wes:tern standafds -- i n  a wbrd 
"under-developed" . It- has the  lowest   concentrat ion o f ,  t r a c t o r  
power aqong CqXECON. coun t r i e s ,   t he   l ea s t  consumption o f  chemical 
f e r t i l i z e r  -per unit of cropland, farms which  "are on average  nuch 
t o o  large %O be ope ra t ed   e f f i c i en t ly  with the  present   technolo-  
g i ca l .   base ,  and a' rudinentar l ly   developed  i r r igat ioa  system 
inadequate t o  pro tec t   aga ins t   recur r ing  droughts, Consequently, 
Romanian a g r i c u l t u r e  i s  l e s s  ab le   than  that of o the r  East 
European count r ies  t o  cope with periods o f  unfavourable  Wsather. 

. .  

26, Governnent  planners f o r  the  mos t  p a r t  have beer: . . , 

seemingly  content t o  accept   the  export-   surpluses   provided8by 
Roclanian agr icu l ture   wi thout  apparent; concern f o r  many o f  agr i -  
c u l t u r e '  S pressing  requirements.. ' I o  t h e i r   c r e d i t ,   . d e l i v e r i e s .  o f  
chemical' f e r t i l i z e r s  have increased  markedly  in  recent  years and, 
while  tb.e use per  hectare of  cropland i s  still Well  below that of 
most other   European  countr ies?   these  del iver ies  v d l l  undoubtedly 
l ead  t o  increased  crop  production.  Furthermore,  %here has been 
a s l o o ~  but s teady   increase   in   the   average  horse,power pe r   t r ac to r  
used  and work i s  progressing on supply ing   agr icu l ture  w i t h  .. 

equipnenk. of  incrense.d  capacity, In 1969 d e l i v e r i e s '  o f  the  firsb 
se l f -propel led   g ra in  combine ha rves t e r s ,  w i t h  c a p a c i t i e s  of  1 2  
tons per  hour ( o r  th ree   t imes   tha t .o f   the   coabines   p resent ly  
used)  arel ' to  begin.Nevertheless,  1T.rhiXe these  improvements  may. ' 

yield  Sorn9:productive  increases,  thekr irnpact 'mag be  neutra.liZed 
somewhat by 'a downward t rend   in   the   annual   de l iver i .es  of major 
f a r m  inp l4nents .   In  1967 d e l i v e r i e s  o f  t r a c t o r s  and  tractor-drawn 
ploughs shrank t o  the i r   l owes t   l eve l  of the  decade,   In   addi t ion, . .  
an  increasing  proportion of implements  delivered  are  apparently 
being  used t o  rep lace  worn-out  equiprnent, I n   o t h e r  words,  net; 
investment: i n   a g r i c u l t u r a l   a a c h i n e r y  has been  declining . a k  .a>. .. - 

grea ter   ra te   . than  a survey o f  machinery  del iver ies   ould  indicate .  

27* .Severe drought  conditions  in l968 brought a Cecline i n  
Romanian aGricultura1  output,  The recent ly   publ ished U.S.D.A. 
index of R,:manian output  given  below shows a l 3  poin t  d r o p  ir, 1968 
and puts  tke year ' s   ou tput  back  almost t o  t h e   l e v e l  o f  4965, This 
dec l ine  add) perspect ive t o  t he   impress ive   ag r i cu l tu ra l   l eve l s  
ach ieved   i n  q966 and 1967. Because .of unfavourable  weather, 1968 
per fornance , i s   c lear ly   no t   ind ica t ive  o f  output  capacity  during 
an  zverage ;year.  However, g iven   the   p resent   l eve l  of inputs  and 
technology .::sed i n   a g r i c u l t u r e ,  i t  i s  probably  nore  indicat ive 
than tha-b O P  the  previous two years .  

-* 
. .  
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Country of Area - 
East  Europe 

Bulgaria 
Czechoslovakia 

. , ... Soviet  Occup, Zone 
o f '  Germany 

Hungary 
Poland 

.. - Roma-nia 
Yugoslavia 

Soviet Union 

115. . 116 
127- 132 
110 95 

- 105 111 
1 O7 110 

.' 121 123 
,112.. 123 
117 IO8 

I 122 .1q 6 

127 
155 
111 

122 121 

135 l40  
139 '1 26 
126 .I 115 
133 139 

118 112 

x Preliminary , .- 

28, As a r e s u l t  of the  drought,   out.put  levels, ,  of gra ins ,  
sugar  beets and f r u i t s  dropped  below  those of 1957,.'Wheat pr'o- 
duction was the  :most ser ious  'casual ty ,   decl ining  by roughly. 
one mLllion  ton'sa  Losses i n   t o t a l   v a l u e  of crop  ou%put were 
p a r t i a l l y   o f f s e t  by gains   in   potato, ,   vegetable  and  grape 
p'roduc t ion.- 

. .. ~ 

PRODUCTION OF SELECTED CROPS,  C&ENDi;R'YEXRS 1965-68 - ,  

(thousand  metric tons). 
% change i n  

CROPS '1 965 1966 - 1 2 5 2 .  " 1968 1968 f r o n  1967 
P. 

!Pota l .  Grain 12,600 13,900 13;500 12,400 -?;/O 
Corn 5,877 8,022 6,860 6,780. . '  -1 % 

.. . -Wheat 5,937 "5,065 ' 5,820 
Rye 125 1 O 0  130 4,880 . I_ -17% 

Potatoes 2 4 9 5  3 9 352 39'100 ,656 +l 8% 
Sugar Beets 3,275 4,368 3,830 3,700 - 3% 
Vegetables 1,655 2,177 2,000 I 2,300 +15c:o 
Grapes. . 921 954 9 r l O  1,180 +30% 
Fruit 1,135: 1,340 1,206 1,034 -9 4% 

29. A r e d u c t i o n   i n  forage a v a i l a b i l i t y  and a decline i n  
fodder .output   l ed  t o  heavier  than normal s laughter ing  of l i v e s -  
t o c k   i n  1968 p a r t i c u l a r l y  on the  household  plots  of agTicultu- 
ra l   co-operat ive raembers and  on p r iva t e  farms.  Because a g rea t e r  
proportion of pigs  than  sheep OD c a t t l e  i s  contained  in   the 
s o c i a l i s t   s e c t o r  where feed i s  more p l e n t i f u l  and  because  they 
a r e   b a s i c a l l y  penned an ina l s  and l e s s  dependent on forage,   p igs  
were the   l eas t   a f fec ted ,   .Thei r   nunbers   i acressed   aarg ina l lye  
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. .  . . , .. Change 
U__ 1965 c__ 1966 fly67 - 1968 - during  1968 - 

W Counted in   J anua ry  of following  year,  

30. I n  t e r n s  o f  overal l   agr icul tural   pol- icy  perhaps  the 
nos t   inpor tan t   event   in  1968 was the  December 7 in t roduc t ion   i n to  
th& Grand National  Assen'bly's  Examination  Bureau of a Dr-af t .Bi l1  
on Agr i cu l tu ra l   Taxa t ion .   mi l e   t he   ac tua l   da t e  f o r  hplementa-  
t i o n  i s  p resen t ly  unknown, i t  is  expecteci that  t h e  b i l l  will 
becone law before   the  end o f  1969, 

i( 

31. In   essence ,   the  b i l l  proposes t o  c.hange t h e - a g r i c u l t u -  
ra l  t axa t ion  f rom one based  on  an  invariable per hec tare   l evy  t o  
one based on progressive  taxat ion of t he   ac tua l   i ncone 'o f  farmers, 
It .is envisaged .that the  change,  coupled w i t h  the  pro2osed  inc.cne 
%ax schedule,  w i l l  reduce the .  mount  o f  tax pa id  by a g r i c u l t u r a l  
co-operatives,  and indivïdual   farmersD The passage of this b i l l  
should  provide major pro&uction  incentive f o r  t he  groups  affected,  
It would seen t o  s ignify  i r icreased government  awareness of  t he  
r o l e  o f  t he  personal  household p l o t s  o f  co-operative  farmers  and 
p r i v a t e   f a r n s  'and as such  nay  consti tute a s igni f icant   .depar ture  

' f r o n  the.   past-   pol- icy -of favouring' st .a te . ' farms.  .. 
. . _. . ... . . 

52. The inmediate  outlook f o r  Bmanian   agr icu l ture  is fa- 
. .  -:vourable--.with no spectacular .   increases '   in   output   levels   expect-ed.  

On the: basis o f  the  present  . technological  base and cur ren t   t rends  
i n   i n p u t s ,   a v e r a g e   o u t p u t  levels  i n  t h e  next few years  w i l l  pro-  
bably  increase  only  marginally above these   r ea l i zed  i n  1966 and 
1967. . .  

33+, G r o s s  s t a t e   i nvès tnen t   i n   ag r fcu l . t -u re   i n  1969. ' i s ' p l ame3 .  
to increase  hy 9 per cent  over  the 'l968 -Gotal. However, it is, n o t  
known what proport ion of the  increase w i l l  coAnst i tu te   ne t   inves t -  
ment. Land naue asmilable f o r  i r r i ga t io r i  i s  planned t o  double .. 
during the year.  Almost l ni l l ion   hec ta res   (about  3,850 square 
mi les )  o f  i r r i g a t e d  l m d  i s  the goal f o r  t he  end of 1970. 
Investment i s  expected t o  contr ibute  t o  i nc reas ing   ce rea l  output 
i n  the  next two years.  Eiowever, unless  - the  country i s  favoured 
by except iona l ly  good weather,   the 1970 plan goal  of ". . 

15 mil l ion   t ons  of  g r a i n  w i l l  ce r ta in ly   no t   be  met. 

l e v e l s  can  be  expected. Growing inpuks o f  f e r t i l i z e r ,   b e t t e r  ma- 
zhinery and an en la rged   i r r iga t ed  ac-eage w i l l  m-doubted17 l ead  
h product ion  increases ,  However, as  the   cur ren t  equipment  base 
a@? 3rd wears out  and  the  equipment park grows md thus leads 
t o  laJr\ger absolu te  numbers o f  nachines .   requir ing  ' replacenent   each 
Year?.:  the net investment i n  machinery w i l l  dec l ine  or become nega- 
tive,' 'giVen  current  equipment  investment  trends T h i s  nay counte- 
r a c t  . .  SoKewhat the  benefi ts   gained by other inprovements. 

34* In   the   long-run  a gradual   increase in average  output 

. .  
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35., In   t he   fo re seeab le  

-1 5- 

fu ture ,   the   count ry  w i l l  remain . .  

III. IKDUSTRY 

36. Romania has  achievcd one  of t h e - h i g h e s t   r a t e s  o f  
growth o f  i n d u s t r i a l   o u t p u t   i n   t h e  world, .  viithin East Europe, 
only  Eulgaria has achieved a r a t e  of i n d u s t r i a l  growth  of similar 
'na.gni tude.   Ranania 's   industr ia l   progress   has   been  par t ly  a t  the 
expense o f  growth i n  i t s  non-industr ia l   sectors .  The following 
t a b l e   i l l u s t r a t e s   t h i s  poin-b. 

. .  
, .  . < .  

ROUAl'iIA : INDEX NUMBERS OF OUTPUT BY SECTORS 

Sector 1960. 1961 1962 1963 196Lc 1965 196,g l967 
Industry 100 114 '130 'l45 166 190 210 238: 

Building 100 ' lo9 . 115 'l'l9 129 136 147 165 
dg, & Fores t ry  1.00 103 91 95 99 101 117 117 

" - 

Transport & 
Telecomaunications 100 I l 7  '127 1-51 166 180 198 221 

Trade 100 l 1 5  Ill 137.  161 166 146 132 
Other  Branches 'l O0 96 100. ' 95 -97 96 106 1'16 

National Income .- 100 110 I l 5  126 l 4 0  154 169  183 
Per '  Capita N I  q00 . 109 . l 1 3  123 i 3 7  'l49 ,163 174 

. .  

37. It may be  seen from t he  above t ab le   . on ly - the   ' ' t r anspor t  
and telecommunications"  sector  of  the economy has  experienced 
growth t h a t   i n  any way approaches  the  rate  achieved  by  industry.  
This may be  explained i n   t h a t   a . l a r g e   p a r t  of t he  growth of '- 

the   forner  - sec to r  would  be d i r ec t ly   a s soc ia t ed  ,ith .growth,. i n  
industry.  F o r  exanple, an increased   ,ou tput  of s t e e l  would 
. r equ i r e   an   i nc rease   i n   t r anspor t a t ion   f ac i l i t i e s  t o  handle ' ' 

the   increased   s tee l   ou tput  as well  as the  increased irnputs of 
i ron   ore ,   coke ,  and  limestone. The aame a rguen t   cou ld   exp la in  
much o f  the  growth i n   o u t p u t  o f  the  "building"  sect.or;-..th-at ' ' . 

i s ,  much o f  Ronania's new construct ion  has   l ikely  been  indus-  
t r i a l ,  r a t h e r   t h a n   r e s i d e n t i a l ,   i n   o r d e r  t o  sccomodate   the 
country 's . industr ia1  expansion. ,  The t a b l e  shows t h a t   t h e r e  . 

has   been   negl ig ib le   g rowth   in   "agr icu l ture  and fores t ry ' '  
s ince  1960, 

. .  

L .  

-1 5- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



38, Rapid i n d u s t r i a l i z a t i o n   i n  Romania has a l s o  occurred a t  
the  expense of personal  consumption. That is, c a p i t a l  goods . _ I .  

2roduction has cons is ten t ly   rece ived   pr ior i ty   over  consumer  goods 
producxtion. Romanian indus t r i a l   ou tpu t  i s  weighted two t o '  one i n  
t he  rat-io of c a p i t a l  goods t o  consumer goods,  In   Eas t e rn  Europe, 
where  investment has always  formed a l a r g e  pa r t  of   nat ional  frrcome, 
Romania is said t o  have  one o f  the highest investment-natiogal 
income . r a t io s ,  

39 ' According to... o f f i c i a l  .Romanian data t o t a l   i n d u s t r i a 1  
output   has  .grown a t  an  average  ra te  09 '13.2 pe r   cen t   pe r   yea r  f o r  
t he   pe r iod  1951-1967. . A s l i g h t l y   h i g h e r   r a t e   o f  13.4 p e r   c e n t   . p e r  I 
y e a r  i s  repor ted   for   the   per iod  1961-67* . Industr ia l   growth,  howeyer, 
i s  slowing down with t h e  r a t e  of increase  o f  industFia1  output  
averaging 12.6 p e r  c.ent between -.l966 .and .1967- and .Il .'G.' per"cent 
between l967 and 1968, The plan f o r  1969 p resc r ibes  an inc rease .o f  
10.8. ..per .cent  o.ver 1968 . . .  , . . . . ... 

. .  . .  : . . .  . ,  > .. . 

, .  

. .  
I .  

40. ,Several   sec . tors  of i n d u s t r y   i n  Romania have  taken 
advantage of i t s  done 's t ic   natural   resources .  A b r i e f   d e s c r i p t i o n  
of these  natural   resources   , fol low. ,  

41, Forests  cover  one-quarter of Romania, Damage incurred 
dur ing   the  war through  harvest ing  without   afforestat ion was somewhat 
r epa i r ed  by r e a f f o r e s t a t i o n   i n  1948 of  about  one--tent$  of  Romania's 
f o r e s t e d   a r e a o '  Romania's fo re s t   r e sources  nota produce  an  annual 
timber production o f  jus t   qver  5 million cubic  meters.  Continuing 

sus t a ined   y i e ld  basis. 
a f f o r e s t a t i o n  has presur;labb;l" .put--R.nuaniat S .  fore-s t - .   sec tor  'on' a' . . . " .  - . .  

42.: Romania possesses   the   l a rges t   source  of  n a t u r a l  gas i n  
Europe.  Extraction  of t h i s  methane  gas has r i s e n  from some 2 
b i l l i o n  cubic me te r s - . i n  1950 t o  7 b i l l i o n  cubic neters i n  1960 and 
t o  'over 16 b i l l i o n   c u b i c  meters in 1967.. It is used  widely f o r  
l i g h t i n g  and hea t ing  and has becone a base f o r  the  chemical  industry. 
Romania has also petroleum reserves  but t h e s e   a r e  more l imi ted   than .  
those   o f .  methane gas. Extract ion  has   increased from 5 n i l l i o n   t o n s  
i n  1950 t o  11 m i l l i o n   t o n s   i n  1960 but   appears  . t o  be l eve l l i ng   o f f  1. 

a t  about 13 mil l ion   t ons   pe r  year, 

43. Romania does  not  have large reserves  af i ron   ore .  Domestic . .  

produc t ion   has . cu r ren t ly , l eve l l ed   o f f  a t  about 2.7 mil l ion   tons  ' 'C annually, Domestic demand f o r  i r o n  o r e  is f i l l e d   t h r o u g h  growing 
imports  o f ,  i r o n  o r e  which reached 3.4. m i l l i o n   t o n s   i n  1967* ' 

Simi la r ly ,  Romania has v e r y   l i t t l e  domestic  coking, coal , and   cur ren t ly  
imports  are  about 800 thousand  tons  per year. 

44. The t a b l e  below shows t h a t  fou r  o f  Romania's p r i n c i p a l  
i ndus t r i e s ,   i oee ,   t he   food ,   chemica l ,   f o re s t ry  and f u e l   s e c t o r s ,  
are  oriented  toward i t s  na tura l   resource  base. These sectors  produce 
a. conbined  output  of 4107 per   cen t  o f  t o t a l   i n d u s t r i a l   o u t p u t ,  

NATO C ONFIDENT IAL -1 6- 
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PRINCIPAL  INDUSTRIAL  SECTORS IN TERIES OF GROSS OUTPUT 
(19x3 pr i ces )  . .  

I .  

Sector of Indus t rx  

1, 
< I  2. 

3. 
4 ,  
5. 
6. 
7. 
8.  

Engineering and metal'  working 
Fo.od 
Ferrous  metallurgy 
chemical 
Fores-try operat ion .and wood worlrir~g 
Tex t i l e s  
Fuel 
Ready-made c lo th ing  

45. Romania's i n d u s t r i a l  growth  has 

Share .of Gross I n d u s t r i a l  
- Output in   1967(per   cen t1  

centered.  around  .the 
development' o f  the  chemical  and-engineering  industries, .-plus  the 
necessary  support ing  industr ies  of methane gas e x t r a c t i o n ,   s t e e l  
and power. Pulp  and  paper  output  has  also grown rap id ly .   bu t   t h i s  
sector  remains a very. small p a r t  o f  " to t a l  industry,  The following 
is a ranking of Romania i n d u s t r i a i   . s e c t r o s  o r  subsec^i;ons  by the  
pe r   cen t   i nc rease   i n   t he i r   ou tpu t   ove r   t he   pe r iod  1965-67, 

. .  
ROMANIA : GROWTH AND SIZE OF INDUSTRLIL SECTORS ' 

, .  Per  cent.   in-  Share.  of G ~ o s s  I n d u s t r i a l  
Sector ,  o r  Subsec tor   c rease   in  . ' .  Output - 1967(Per  cent) 

of industry  Output 1965-67 . .  
. .  

1, 

2 ,  

7 .  
8 .  

Metal construct ion 
and metal  products 52 
E l e c t r i c  and thermal 
power 50 
Chemical 50 
Pulp and Paper 47 
Ready-made c lo th ing  37 
Non-ferrous  metallurgy 
(including  non-ferrous 
ore mining) 37 
E lec t r i ca l   eng inee r ing  36 
Engineering 29 

' 27 
(average f o r .  a l l  producer  goods) 

46. The e igh t   s ec to r s  o f  industry 

3.0 
7.9 
1.4 
4.5 

, . . . - - . " 

... . . . . . ,  . .  .- . 

shown are those  -which 
grew between 1965 and l967 a t  r a t e s  above the  average o f  a l l  
indus t r ia l   ou tput .  It can   be   seen   tha t   a l though  the   fas tes t  
growing sector ,   "metal   construct ion and metal   products" is n o t  

"I 7- NATO CONFIDENTIAL " 
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Frimartly  w-donestkc  resource-based  industry  (since it must depend 
p a r t l y  on i r o n  produced f rom imported o r e )  t he   nex t   t h ree   f a s t e s t  
growing  sectors   are   donest ic   resource-based  industr ies   (e iectr ic  and 
therual power,  chemical , and pulp and paper) . The rap id .  growth 
of the  ready-made c lo th ing   indus t ry   perhaps   re f lec ts  a pol icy o f  
al.lowing  the  consumer a s l igh t ly   g rea t e r   sha re   o f   t he   na t iona l  
producr;,  Given ava i lab le   in forna t ion  it is  not   c lear   whether  o r ,  , 

not the  "non(-feyrous'  mez-allurgy"  sector o f  indus t ry  i s  domestic 
resource-based. For  example, i f  the, .growth of t h i s   s e c t o r  'is 
concentrated f n  alumini.um production  based on domestically-mined .. 
baux i t e ,  o r  in  lead  production  based on danestieal1y"-mined  galena 
ore  then  the  growth  of ' th is   sector   could  be  regarded a s  domestic - 
resource-oriented, On the  other  hand, growth of t h i s   s ec to r   cou ld  
be  c0ncentrate.d in   metals   requir ing  imported raw mater ia l s ,  

.. ~. . 
\ 

e 

47* I n  summary, of the  four   very  rapidfy 'expanding  sectors  of 
industry,   three  (account ing f o r  l Z , 3  per   cen t   g ros s   i ndus t r i a l  
ou-bput j are  -clearly  domestic  resou.rce-based  while  metal  cons.truc- 
t i o n  and  nets.1' products  (accounting  for 3.6 per   cen t  o f  gross 
indus t r ia l   ou tput ) ,   a re .   dependent  on inported  inputs .  O f  the   reaaining 
f o u r   s e c t o r s  o f .  indus t ry   exhib i t ing  above average  ra tes  o f  growth 
a t   l e a s t  thre'e  (accounting f o r  19.7 per  cent   of   gross   industr ia l  
output)   are   heavi ly   dependent  on imported goods, 

48, Considerable  diversification  accompanies  'Ronania's 
i n d u s t r i a l i z a t i o n  progranmeo Some o f  this   divers i f i .ca . t i :on  can be 
seer, as i n ~ o r t - s u 3 s t i . t u t i o n 9   t h a t  is., -the  domestic  production of 
gcods  fornerly  imported. For .example,  the  present  year w i l l  see 
the  constru.cti,on..af .a -.p.Lant - t o  produce 34,000 - tons- - ,of  c-old r o l l e d  
s t ee l   annua l ly  t o  be used f o r  product ion  of   s teel   p ipes .  Al so  under 
cons t ruc t ion  i s  n .s$tyrene plant  with  an  annual  production  capacity 
of  7 ,000 ' tons .  The products  which  these  plants w i l l  soon  be . 
producing a m  now being  obtained from t h e  :,Vest i n .   s i g n i f i c a n t : . .  :: 
quank.i$ies-. , Thus; ' the  domestic  produetion of these  products w i l l  
help Ronania  conserve i t s  scarce  hard  currency foke'i.gn  èxchange, 

, .  

IV, TRADE 

Geographical   Dist r ibut ion - 
49. I n  the  period 1960 t o  1968 R&nania' S fore ign   t rade  

r e g i s t e r e d  an  average  annual  growth  rate of over 11 per   cen t ,  the  
sec3nd most rap id   ra te   in   Eas te rn  Europe following  Bulgaria'Es 14 
per   cent .   Ronanîa 's   imports ,   f inanced  heavi ly   by  western  credi ts ,  
grew a t  a much f a s t e r   r a t e   t h a n  did Ronania' S exports .   This   t rend 
has stemmed from a po l i cy  of acquir5ng  increased  quant i t ies  o f  
s o p h i s t i c a t e d   c a p i t a l  goods from non-communist c o u n t r i e s   a t   t h e  
expense of t r ade  wit11 COVECON par tners .   -Vhi le   expor t s   f ron  1960 t o  
196'7 S.ncreased f ron  J 717 mi l l ion  t o  approximately $1,4 b i l l i o n ,  
o r  dau-ble  the 1960 l eve l ,   i npor t s   ro se  from $648 mil l ion  t o  o.ver 
$lD5 b i l l i o n ,  an  increase of over 130 per   cen t  

. .  
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50. Since 1960, Romania's  policy  has  been  gradually t o  
. redirect ;  a s u b s t a n t i a l  p a r t  of i t s  foreign commerce away from 
i t s  communist t r ad ing   pa r tne r s ,  Such 3. policy i s  motivated  not 

L' 
. .  only  by a d e s i r e  t o  l e s s e n r i t s  economic  dep'endence  upon  the,se 

. .  count r ies   . ( in   p .z r t icx l .a r   . the   Sovie t  Union) but  also by  the 
r e c o g n i t i o n   o f - t h e   b e n e f i t s  t o  be derived from ta@ng  western 
sources of advanced-engineering and  technolmgy, In. 1960, 73 per  
cen-b 0.f i ts  t r a d e  was con-ducted  with  other communist na t ions ;  
by the end o f  1968 t h i s   s h a r e  had  bee&reduced t o  54 per   cen t  
(53 p e r   c e n t   i n  1967). CONECON menbers a s  a 'group  accounted  for 
only 47  per  'cent o f  Romania's  trade i n  1967, AS agains t  67 pe r  

c .  

? sent .  in 296C. I n  196G, 40 .per   cen t  of  ' a i i -Roman ia ' s - t r ade  was 
,directe ,d  t o  the  Soviet  Union; i n  1967' t h i s   s h a r e  had  dropped. 
t o  .28 per   cent .  

. .  

51 The t rend   in   the   geographica l   pa t te rn  o f  import   trade 
away from the  communist countr ies   has  been pronounced i n   ' t h e ,  
1960's, .An increase from $148 mi l l ion  t o  a l m o s t  $720 mil l ion  
was. r eg i s t e red   i n   pu rchases  from the  industrial   'bon-connunist  

, count r ies   in  1960-6-7, whereas  imports fron COIJECON members.rose 
only t o  $6690 i l l i o n  f r o m  $440 mil l ion  i n  1960;~. X i i l e   i npor t s  

period,  the  aggregate  value f o r  1967.reached only$72 r n ~ l l i o n ,  
. .  -This  figure is f a i r l y   c l o s e  t o  the $64 million  purchaseQ.from -. 

.Roraania' S non-COMECON t rad ing   par tners  

. from the  developing  cou-ntries more thnn  doubled i n  the same 

. . .  . .  . 

52, Rorcanian exports  t o  CDMECON countr ies  have increased 
b x . l e s s  than 50 per  cent  since  1960, whi le  during this per'iod 
total   exports  alnost   doubled,  This  .comparison is d i s t o r a d  to 
some exten t  by the  1966 COMECON fore ign   t rade   p r ice   reduct ion  
covering a l i n i t z d .  group o f  commodities,  but i t '  i s  impossi5le 

' t o  determine  the  exact  degree t o  which these   p r ice . reduct ions  
a f f ec t ed   t he   t o t a l   va lue  o f  goods exchange.d: Exports t o  t he  .' 

Soviet Unio'n inqreased  by  sl ightly  nore  than  the-sverage  growth 
r a t e   i n  Ronania - COMECON t r ade ,  and rose   in   va lue  from #281 
mil l ion   i n  1960 t o  $433 n i l l i o n   i n  1967. Commodities suppl ied t o  
other  COMEBON members rose  f rom $190 m i l l i o n   t o  about $268, 
n i l l i o n ,  Sales t o  Asian  Conmunist  countries  arounted t o  $182 

. .  

L A  7 . n i l l . i o n   i n  1967, frora $48 n i l l i o n   i n  1960, I n   l i n e  w ' i t h  Ronania' S 
. more dependent  stance, Romanian-Chinese t rade  has-gradual ly  

I .  increased and- i n  1967 exceeded the l960 level.. 
. .  *. 

53. Exports t o  the  non-conmnist   countries  have more than 
t r i p l e d  betiveen -1960 .and 1967, r i s i n g  f r o n  c75out. $1 94 ini l l ion , 

t o  $606 n iLl ion ,   Del iver ies  t o  the   indus t r i s l ly   deve loped  
, ' count r ies   . increased   in   va lue  f rom $ 147 m i l l i o n  t o  $424 mil l ion-  

Three-quaPters ,of these  exports  went to the  Federal  ' Republic 
of Germany, I t a l y ,   t h e   U n i t e d  Kingdon  and France, i n  t h a t  o rdsp ,  

54 0 E x p o r t s -  t o  the  .developing  countries ' '   ( in 1967 valued a t  
about 36180 m i l l i o n )   c o n s t i t u t e   l e s s   t h a n  a t h i r d  of Rorzania's 
sales t o  non-communist count r ies .  However, this r e p r e s e n t s  a 
fourfold  increase  over  a negl igible   level   in   1960.   Over   half  
t h e s e   e q m r t s  were suppl ied t o  Lebanon, the  United  Arab  Republic 
and I r an ,  

-l 9- NATO COY~FIDENTIAJL 
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Co&oaity ". . Composition 

I Q&neral 

engineering  equipment in   recent .years   has   been   charac te r i sed  by- a 
marked  advance i n  Rumania' S impor ts  o f  machine,T .and .equipment .since 
1960. Durizg  .the 1960-67 period  these  imports grew from about $210 
mil l ion  t o  approximately.-$755  mil l ion,   represent ing  in   . the   la t ter  
year  almost  ha l f  of t o t a l  imports compared t o  32*5  per ce'nt i n  1960, 
Prel iminary  f igures  show that   while   , the  main weight  within imports  
continues t o  be   ca r r i ed  by complex i n d u s t r i a l   i n s t a l l a t i o n s , .  
machinery and equipment , the i r   share  o f  impor t s   i n  l968 declined t o  
46,l  per  cent,  Imports of  s o l i d  l ems ,   mine ra l  raw materials and 
metals,   al though  increasing  substantially i n  absolute  terms, i n  1967 
provided only .a quarter  of a l l  imports ,  as   aghinst  .35 per   'cent   in  
1960, De,sp,ite  the  country's low. standard o f  l iv ing ,   consmer  goods 
accounted f o r  l e s s   t h a n  7 per cent cf Imports, 

55. The emphasis on expanding its stock of c a p i t a l  goods and 

n 

'r 

56. Before 1960 petroleum  products,   agricultural   processing 
mater ia l s  and foodstuffs  were predominant i n  Ramania's  exsort  trade. 
In   t he   ensu ing   yea r s  some success  has  been  achieved  in  br.oadening 
the  formerly  rc 's t r ic ted  base o f  agricul.tura1 and, primary products,  
Shipments 'of machinery  and  equipment i n  1965 were  alrnost  double the 
1960 l e v e l  and i n  1968 accounted f o r  21 ; 3  per cent  of to ta l   expor t s .  
The share of  .chemica$s, f e r t i l i z e r s  and rubber  has  increased 
appreciably .from 2.2 per  cent t o .  8,O per   cen t ,   r e f l ec t ing .  the. growing 
importance  attached t o  the  chemical  industry  as a valuable  contributer 
t o  the  country' S industr ia l   output .  Consumer durables  doubled  their 
share of exports  since 1960 t o  reach II per cent by 1967. On the  
other  ,hand,  the  share of petroleum  products i n   t o t a l   expor t s   has  
been.  reduced from 24 per  cent i n  1960 t o  l e s s  than 9 per   cen t   in  
1967; However, :Romania remains a primary  product  exporter, 
FoodstuPSs  and.raw  materials f o r  th'e food processing  industr ies  
currently  represent  .almost 28 per  cent of  all exports  as  azzinst  21 
pe r   cen t   i n .  1960. Agricul tural  raw materials  (non-edible), and 
mineral '   raw,ma%erials and metals  each  accounted f o r  about 12 per  cent 
of Romania's expcfr ts i n  -1967. . . .  

. .  Composition of  Trade With N'on-Commvnist Countries'  

57. Self-suff ic iency  in '  food and natural  resources  adequate 
6 

t o  s a t i s fy   t he   g rea t e r  part of czrrent   industr ia l   requirements  :have 
enabled Romania t o  acduire a larger   proport ion of c a p i t a l  
equipment i n  i t s  import mix than any other  East  European  country, 
w i th  the  exception 'of Bulgar ia .   In  t h i s  respec.t Romania has gained 
an  appreciable  degree , o f  independence from the  COMECON countries.  Of 
ail machinepy  and  equipment  purchased i n  1966 and 1967, a l m o s t  ha l f  
o r ig ina ted  from the non-Communist i ndus t r i a l   coun t r i e s ,  The major 
Western  suppliers \;v.ere the  Federal  Republic of Germany, France, 
I t a l y  and Japan i n  -that order. Japan  has  recently emerged as an 
iG?..portant po ten t ia l   source  o f  c a p i t a l  goods  and technical  know-how, 

.though  purchases from i t  are   as   yet   re la t ively  small .  

NA TO C O W 1  DENTI AL -20- 
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58, With i t s  emphasis on a diversified  ind.ustp5.d  structure,  
Romania has grea t ly  expanded i t s  impor t s  b o t h  of Western c a p i t a l  
equipment, embodying advanced  technology, and of high qua l i ty  
indus t r ia l   mater ia l s .  I n  1959 only  one-fifth of imports  f r o m  the  
\Yest consis ted of  machinery  and equi-pment -whereas by 4967 the  pro- 
port ion had grown t o  over  one-half .   Imported  plant  installations 
are  supplying an importzxlt  increment t o  Romania' S i ndus t r i a l   base ,  
I n  1 967, of the  $755 million  worth of  machinery and equipnent ; 

re.ceixed: from a l l .  sources9  g345.mil l ion was i n   t h e  rom of 
equipment and matXerials for complete. p l a n t s .   I n   l i n e  with i t s  
policy o f '  greatly  expanding  the.  chemical I and pet ro-chemic a l  
indus t r ies ,  Romania imported a complete  chemical  plant worth almost 

. . .  

mil l ion  from the  Federal  Republic o f  Germany. 
. .  

59* .,Purchases , o f  metal  .and metal  products  enjoy an above 
average ' r a t e  of growth  and cons t i t u t e  a lmos t  l 4  per   cent .  of t o t a l  
imports f rom the ?West, Chemicals  have  continued t o  hold  about  an 
8 .per   cen t   share  in imports f rom the  Vest ,   increasing  f ive-fold  in  
value  since 1960. Purchases o f  t e x t i l e   f i b r e s  and foodstuffs , '  on 
the  other  hand, have declined  significantly  . in  importance, .  

60, The developing  countries,  primarily  the  United Arab 
Republic, Iran Bnd S y r i a ,  i n  1967 -;yere 2 major  source -of  cot ton 
imports f o r  Romania while Inaia   suppl ied  i ron o re '  as . pa r t  repay- 
ment f o r  industr ia l   equipnent  ,, There  -are   indicat ions  - that  RornanLa 
may t-ry t o  import  o i l  frcm the  developing  countries  in  return for 
i n d u s t r i a l  goods  which, i n  .terms of qual i ty  o r  p r i ce ,  prove 
uncompetitivs in hard currency.  marketsg 

61, In an':endeavour to   he lp  pay f o r  i t s  expanded imports,, 
Romania"s expor$'policy  has  been  geared t o  increasing  the  rmge 
and qua l i ty  as wel l   as   the  volme . o f  the  ,export   ,assortment 

'avai lable ,  .The s ingle  most important   factor   in   boest ing  exports  t o  
the non-Communist countries  continues t o  be Remania's increased 
de l iver ies  of f 'oodstu.ffs, which i n  1967 were twice  the 1965 l e v e l ,  
and made up about'35 per cent  of a l l   e x p o r t s  t o  the  countr ies  '. 

outside  the Communist a reas .  "Through vas t ly   increased   sa les  of 
. . , : wheat and co rng ,   c lo se  t o  $70 mill ion was rea l i sed   in   hard   cur rkncy  

. " i n  1967. Ab0u.t $25 mi l l i on  worth of l-rheat was s o l d  -on a b i l a t e r a l  
clearing  account  basis  to  the  United Arab Republic i n   r e t u r n  f o r  
ess.entia1  supplies of ,  co t ton  f o r  Romania's t ex t i l e   ' I ndus t ry ,  

62. Romania's  empbasis on up-grading i t s  engineering  industry 
i n  recent  ycars i s  paying o f f  t o  sone d.egl>ee in   thealergence of  
of machinery 2nd t rq l spo r t  equipment as a new and expanding  export 
item i n   t r a d e  with the non-Communist countries,  The output i s  stili! 
l a r g e l y   r e s t r i c t e d  t o  equipment for the  petroleum  extractive 
industry,  and a g r i c u l t u r a l  and ti?ansport  equipment, mcst o f  nhich 
i s  d i rec ted  t o  the  developing areas of  the world,  The i lmediate 
prospects f o r  an. expansion of these  items as exp0r.t  conmodities i s  
poor,, Romanian equipment i s ,  on the whole, O f  Et r a t h e r  low l e v e l  
of technology and unsuitable  not  only  in  the  indus-trsially 
developed  countries  but a l s o  t o  some e x t e n t   i n   t h e  more advanced 
of the Communist and  non-Communist developing  nations, 
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- . 6 3 0  fiCodest scccess has  been  achieved i n   t h e  mar!tc;tir,g of 
manufactured  goods..outside  the Communist trading  area,  Nanufacturing 
goods.  i n  1967 made up 15  per  cënt o f  exports t o  the West and 
cons t i tu ted   the  second  higheat  category in   va lue ,   Expor ts  o f  this 
group increased by about 70 per  ccnt  over  the 1965 l e v e l  (from 
$46 .mil l ion t o  $78 mil l ion)  

.64* One f i e l d  with e q o r t   p o t e n t i a l  which Romania has  recently 
been  explor ing  in  i t s  t r ade   r e l a t ions  with the  developing  countries 
involves  the  attempt t o  cap i t a l i s e  on i t s  advanced  fund o f  experience 1 

i n  t h e  f i e l d s  o f  o i l  prospect i rg ,   extract ion and processing, Ui th  
surp lus   re f in ing   capac i ty   ' a t  home and m almost   f ixed  level  o f  
indigenous  crude o i l  output - with very l i t t l e  apparent--prospect o f  
b r i n g i n g   i n  new El ls  - Romania has  been  looking t o  t he   poss ib i l i t y  
o f  substant ia l   imports  of  crude o i l  from the  Middle'East and Lat in  
America. Increased  supplies will be required' t o  supplement  domestic 
ou tput   in   a rder   to : - feed  i t s  expanding  chemical  industry. ' I n   r e t u r n ,  
Romania hopes t o  cover a t  l e a s t   p a r t  of  the   very   subs tan t ia l  payment 
outl.ay $h is  would e n t a i l  by t h e  s a l e  of o i l  f i e l d  equipment  and 
services .  Such a strategy  could a l l o w  Romania t o  expand  her sales 
o f  chemical  products i n  hard  currency  markets a 

65. Although r a t i f i c a t i o n  o f  a d e a l  . t o  purchase  cmde o i l  from 
I r a n  has not  been  confirmed, Romania i s  reportedly"receiving 
suppl ies  from th is   source ,  Repayment could  conceivably;  entail 
Romanian o i l  equipment 

66e  ~n agreement reportedly wor th  about. '$l00  -million vas 
concluded  carly  in l968 with  Szudi  Arabia,  providing f o r  the  import 
of 9 million  tons  of  crude o i l  i n   r e t u m  f o r  Romanian consumer g o d s  
and industrid.  equipment  over a four-year  pertod; i t  is not known 
whether  petroleum-related  equipment is involved, 

67.. Also  i n  1968, Rommia'and  Venezuela  agreed i n  -pr inciple  t o  
. .  

the  supply .of II million  tons-.of  crude o i l  to-Romania  0ver.a  peribd 
of t en   years ,  and it  ' tvas ' reported  that  Romania had offered  counter- 
d e l i v e r i e s  of o i l f i e l d  equipment  and se'rvices,  Venezuelan o i l ,  
e n t a i l i n g  a long  tanker  haul, would perforcè:be  expensive, but a 
dea l   incorpora t ing   jo in t   o i l f ie ld  development  could  possibly  be 

t o  expand t h i s  area 'of foreign commerce may .be  forthcoming,  Success 
i n  implementing t h i s  prograrme f o r  the  expansion  of crude o i l  
imports  could  increase the volume and range  of  petroleum  products 
ava i lab le  f o r  export t o  the  Vbest Europearl  market. 

' economically  feasible f o r  both s ides .  A t  any ra te ,   increased .e f for t s  t 

. .  
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Compcsition o f  Trade with Communist Countries 

68, Romania's  economic  dependence on i t s  Communist t rad ing  
partners  has  been  appreciably  reduced  over  the  last  decade, 
Nevertheless,  .the  Soviet Union  maj-ntains  economic  domination -i;hrol.ly;i 
mutual t rade .  and credi t   arrangements ,   pol i t ical   t ies ,   geographic .  
proximity  and commitments t o  the  Uarsaw 2act .  

PI 

. .  

P.. .-q*.69*-. Romanian imports from the COI>lECON countr ies   consis t  
primarily o f  machinery  and  equipment  and ro l l ed   s t ee l   ( i nc lud ing  
p ipe )   In  1966, approximately 60 per  cent of  purchases   in  -i;hese 
catsgoriz-s came f r o m  i t s  COMZON partners;   one-third î rom thc: &SE 
and the  remaining two-thiyds from the   otner  CCMECON counti?i.cs, 
chiefly  Czechoslovakia,  Poland and the  Soviet-occup.ie'd.--Zone of 
Germany, Ref lec t ing   the   sharp   r i se   in  1967 in   impor t s .  o f  machinery 
and equipment from the West, the  share  of the COBlECON countr ies '  
de l iver ies  dropped from . a n  estimated 60 per  cent of all imports i n  
1956 t o  about. 50 p e r   c e n t   i n  1967; the  Soviet Union' S s h a r e   f e l l   t o  
an estimated 15 per   cent  of a l l  impor$s i n  t h i s  category, the 
remaining 35 per  cent coming f rom.  the, other .COT$FXOi\T countr ies .  
Notwithstarding  the  trend  toward  inciaeased  purchases o f  c a p i t a l  
equipment from the  West, RomCania remains heavi1;y dependent on 
Comnxznist and more spec i f i ca l ly  Scrviet  machinery i n   c e r t a i n  key 
ir ,du.striai   weas,  The G a . l a t i  S t e e l  Mill and the Iron Gates hydro- 
e l e c t r i c  power and navigation  system, two o f  the   l abges t  inCiristrial. 
development projects   current ly   uader   construct ion,   are   receiving 
major  portions o f  machine p l an t  2nd technical   services  from t h e .  
Soviet  Union. 

. .  

70. Preliminary  f igures for 1968 reveal  t h a t  ovcrzll .  impopts  
of machinery and equipment. decreased  in  volume,  There has  3c:cn.no 
indication  that  the  unprecedentedly  high  purchases of capi ta& gpods 
frcm the Vest have been  repeated  in  1968, suggesting tha t  t h e  Crop i s  
a r e su l t  of a dec l ine   i n   t he  volume received f rom the  West , ra thep 
than a f u r t h e r   r e d u c t i a n   i n  COlECO?J ' s  share ,  T h i s ,  developmcnt m a y ,  
in   turn,   be   explained 'by a need t o  &Soio$ the  recent   large 
procurements i n to   t he   i ndus t r i a l ' ba se ,  and a relilctanbe  f;o..amass 
flliqther  hard  currency  debts,  rather  than a de l ivera te  govcrnmcnt 
decision t o  reverse  the  trend toward increased ' imports  o f  7es t e rn  
technolcgy . 

71. I n  l 9 6 7  Romania purchascd  almost l ,5   mil l ion  tons Cr rolled. 
steel   ( including  pipe)  zpproximately one-half o f  t h i s  from the  
Soviet  Union and a s m a l l  amount from the  other  Commmist countr ies ,  
Romania ï s  dependent on 'che area f o r  much o f  i t s  su;?plies of i r o n  
o r e p  which i s  o f  increasing  importance t o  the  metai lurgical  
industry.  ;Purchases i n  1967 amount.ed to 3.4 mil l ion  tons,   the  
grea te r   par t  (2.7 mill ion  tons)  corning from the  Soviet  Union,  1.n 
s o l i d  f u e l s  Romania i s  only  margi5al.ly  dependent on outsl.de  resources, 
and the  required  increment t o  domestic  supplies i s  ',?gain l a rge ly  
supplied by i t s  COMECON t rading  par tners ,  
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72, Communist countries  Frovide  the  principal  export  markct 
f o r  Romania's manufactures, more p a r t i c u l a r l y  machinery, r o l l e d   s t e e l ,  
petroleum  products and consumer  goods,. some of which  would,,have 
d i f f icu l ty   car ipe t ing   in  Western  markets  because o f  t h e i r   i n f e r i o r  
qual i ty  O . .  

730 Machinely and 'equipmcnt , which i n  -1968 mcounted f o r  21.3 
per   cen t  of t o t a l  exports ,  was so ld  a imost   exclusively  in  Communist 
marketso A small amount of agr icul turaal  machinery was .purchased by 
the  developing  countries.  The Soviet Union i n  1.9.67 was the  largest  
single  buycr,   taking some $80 million  worth, o r  one-third of export 
p roduct ion ,   l z rge ly   in   the  ïorm o f  o i l  refinery  equipmsnt, ships  'and 
marine  supplies and  equipment f o r  the  cbemical ia&wtry- Rorrmia 
exported $55 mi l l ion  worth (out  of  $1 25 mLllion) OP. petroleum 
products t o  t h e  Communist countries - over  one-half o f  which was' 
received by the  Soviet Union done .  The Soviet Uni.on i S Romania's 
p r i n c i p a l  market f o r  ro l led   fe r rous   meta ls  and metal  tuljes,. 

a 

2 

74. Timber and wood products  are  basic  convertible  currency 
earners., However, i n  1967, the  Soviet  Union  purchased some $bo 
mill ion 'worth and smaller   quant i t ies  were s o l d  to '  o ther  Communist 
countr ies ,  

75.8 Romania has  . recent ly  expanded i t s  exports t o  the  Chinese 
People' S Rep-ablic - $40 m i l l i o n   i n  1967 - 2nd t o  North Vietnm- 

. $29. mill ion,  It i s .  d i f f i c u l t  t o  determine'  the  composition of '  these 
exports,   but from fragmentary  inform2.tion i t  i s  suggested  that goods 
t o  China \?ere compri'sed ch ief ly  of o i l  d r i l l i n  equipment, ship.s and 
other  machinery,  while  those t o  Nor th  Vietnam  Tin acCorclance with 
the  economic  agreement signed  1a.te. i n  196T9 providing for non- 
repayzble economic and mi l i ta ry   ass i s tance  t o  b e   g r a t e d   i n  1968) 
were  composed mainly o f  ra i lwiv  r o l l i n g  stock, road vehiclcs and 
other  hard  goods, 

Bal'vlce of Trade 

76,. The s u b s t a n t i a l  growth of exports t o  the non-Comrflunist 
co?mt r i c s   i n   t he   pas t  decede hpLs. f a l l e n   f a r  s h o r t  of   the   evm more 
r ap id   r i s e   i n   impor t s ,  Romania's annual   t rade   def ic i t  with t h i s  
area  has  increased  gradually f rom $31 mil l ion   in   l961  t o  a high Of 
$ q h b  mil l ion   in   19679 and f o r  the period 1960-67 the  cumulative 
t r a d e   d e f i c i t  amounted t o  about  $486 mill ion.  

A 

77,, The t r a d e   d e f i c i t  with the   indus t r ia l   count r ies  amounted 
cumulatively t o  some $700 million  between I960 and 1967. The 
d i s p a r i t y  between the  export and import  v&ue  has  been  particularly 
pronounced i n  the  last   three  years,   Conversely,  Romania reaJized an 
export   surplus of  about $215 mil l ion i n   i t s . . t r a d e  with the 
developing  countr ies ,   ref lect ing i t s  shipments  under i t s  economic 
a id  progranme. 
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78, F o r  the  period 1960 t o  1967  Romania's trade  balance wi th  
al1,Communist countr ies  has  moved from a pos i t ion  of surplus  

balancç shows a d e f i c i t  o f  only $6 mil l ion.  

t o  one of  a s i z a a l e   d e f i c i t  (1 962-64) and back t o  surplus 
F o r  the whole period, however, the  cumulative tradle 

79* I n  all but   three  years  Romania's t rade  with the East 
European countries  (excluding  the USSR) has r e s u l t e d   i n   t r a d e  
d.efI.c:j.ts, t he  cnamulz.tive tmd-e bal-ce w i t h  these  countr ies  f o r  
.1960,4967  being  a 'def ic i t  of  $Ik6 mil l ion ,   In   cont ras t ,  Romania's 
trade with the USSR has   resu l ted   in   t rade   surp luses   in  all bu t  two 
yesrs,  the  cumulative trade b a k n c e  bciEg a surplus  of $68 mil l ion.  
An even grea te r   suzplus  o f  $73 rni!.lion has been xcmxA.ated thmzgh 
trade with the remaining Communist countr ies ,  Thus, the  zpproximate 
b a l a c e  o f  Romania's t rade with al1 C o m m u n i s t  coun t r i e s   i n   t he  
4960-67 period  conceals E cumulative t r a d e  d e f i c i t  with Bast 
European Communist countr ies  nnd surpl.uses i n   t r a d e  with the USSR 

tho other  Communist countr ics ,  

80.  Between 1965'md 1967 Rommia's b d m c e  of  trade  with a l l  
Commuirist countr ies  moved in to  a surplus  posi.tion, Th.is surplus,  
however, decl ined from the  peak of 1965 because of a de te r iora t ion  
in  the  b?-lance o f  t rade with t h e  Eas$ European countries.  Imports 
from East Surope rose   r ap id ly   mh i l e   expor t s   ac tua l ly   f e l l   i n  l 966  
and rose o n l y   s l i g h t l y   i n  -15670 Trade with the  USSR continued t o  
snow 3. surplus' . The growing surplus on -the  ascount with 'non--Ci.!lJECON 

Convertible -. Currency  Reauirements( l ), 

81 Romania does not   subsmib? . t o  Ar t f c l e  V I 1 1  OP the 
In te rna t iona l  Monetx-y  Fund a d  thus  cannot pay f o r  merchmdise and 
invis ible   i tcm im,Torts i n  her own currency,  Possible methods of 
financing  imports  include  export  earnings, go id  sales, c r e d i t  
nrrmgements and deplet ion o f  foreign exchange reserves,  

. .  

(l) This section  includes.  tr,ansactions bet,ween Romania ?ad rlon- 
Communist countries,   excluding those which a re  kno?vn t o  trctde 
only on a b i lx te ra l   -bas i so   Transac t ions  among Communist 
countr ies  m.-e excluded ever, though the re  mzy hzve  bcen 
set t lements  o f  minor s ign i f i cmce   i n   conve r t ib l e   cu r renc ie s ,  
On the o t h e r  hand these   f igures  mpLy inc lude   t rnnsmt ions   in  
s o f t  currencies   through  bi la terd  arrangements  for which there  
is no information, 
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82. Romanian  foodstuffs,   t imber and .timber  products and 
petrolem  products   have found  growing. acccptmce  in  Western mwkets 
&lowing  convertible  currency  earnings from exports t o  r i s e  from 
$131 m i l l i o n   i n  1961 t o  $374 m i l l i o n   i n  1967. This growth r a t e  of 
convertible  currency  earning  exports i s  unmatched by aW othcr  East  _. 

European  country. 

83: While Romanian exports t o  developed.  non-Comunist  countries ,, 

provide  increasing  absolute zLmounts of hard  currency,  they s.re 
financ$ng a progressively  smaller  proportion of convertible.  currency , 
purchases . Homznian i m  o r t s  (principally  technically-advanced 
machinery  and  equïpment P heve increased  fourfold  during  the. l g61 - 
1967 period. Thus Romania's annual   t rade  def ic i ts  with convcrtible 
currcncy  countries have r i s e n  from $10 m i l l i o n   i n  1961 t o  the 
largest   such  def ic i t   cvcr   experienced by i: Communist country  outside 
the  Soviet Union - E?. record $182 m i l l i o n   i n  1967, 

, 

. .  

84. The most importcart   i tem  covering  the  deficit   in  convertible 
currency i s  the  extension o f  medium-term c r e d i t s  t o  Rommia by the 
West . A s  of June 1968, c m d i t s  o f  over   f ive  years ,  which had  never 
been gr,anted before 1964, s t o o d  a t  $373.5 mil l ion Gut o f  a t o t a l  
$731 mill ion  granted by NATO count r ies  t o  RomCuia. Romania i q F d < s  
second only t o  the USSR in   the   absolu te  amount o f  c r e d i t s  
outstanding t o  RAT0 countr ies+ Romania l e a d s   a l l   t h e  Communist 
count r ies  when credi ts   are   expressed  as  a per  cent of  GNP, and 
places  a close  second t o  Sulgar ia  i f  a per  capit a base i s  uscd, 

The chief donor countr ies  are found i n  NATO Europe,  namely, the 
Federal  Republic of  Germany, France,  the  United Kingdom and I t a y ,  
Each has   underwri t ten  large  export   credi ts  t o  help  f inance  the 
purchase of c a p i t a l  equipment f rom t h e i r  own country. 

85.  There  are d i f f i c u l t i e s   i n   u s i n g   t h e  NATO p r iva t e  2nd 
public-guaranteed  credits  outstandinlf   variable as a- measure., o f ,  
RomLania's indebtedness,  Romania's  actuai'  debt  burden t o  non- 
Communist countries i s  t h a t  p ropor t ion  of c r e d i t s  which has  been 
drawn p lus  accumulated i n t e r e s t ,   l e s s  arw. repayments made. There 
will be a subs t an t i a l   d i f f e rence   i n   t he  amounts corresponding t o  
t hese .  two concepts  since  ,credits  recorded as gran ted   i n  one year 
W i l l  probably  cover goods t o  be delivered  over an extended  period 
Of years ,  The debt  service r c t i o  calculated  as  reimburscments x 

made by Romania t o  NATO countries  during 1967 as a per  cent of the 
value Of f , 0 0 b 6  exports t o  convertible  currency  countries i s  
*18* This  i s  somewhQt higher than the  accepted  level f o r  
underdeveloped  countriese The actual  debt  service  ratio  can bc 
assumed t o  be s igni f icant ly   h igher  if data on t o t a l  rcp,aymcnts 
were ava i lcb lc  ., 

P 
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86. A potential   source of foreign  currency  unique  to 
Romania  among the East Europem  countries i s  i t s  gold  deposits.  
RomCania does mine gold  but   there  i s  no evidence t o  suggest 
important ncw discoveries .  Hence, current  production must of 
necessity be  derived from the   in tens i f ied   explo i ta t ion  o f  the 
existing  already well-worked  mincs. Cornpeting demands  on the 
l imited  quant i ty  of gold  available  include: (1) f inancing th2.t 
pcr t  o f  the hard cur rency   t rade   def ic i t  n ~ t  covered by c rcd i t s ;  

rcpqnnents of pr incipal  m d  in.tc;rcst on c r e d i t s  drawn; 
( 3  ( 2l building up of  reserve  balances;  and (4) USC f o r  domestic 
industri21  purposes.  There i s  no information t o  suggc-st how 
Roma.nia al locates  her  scarce  supply among these  ElternF-tive  uses. 

COMECON .s Currency  Requirements 

870  Romania's t r ade  with the  Soviet  Union ,and other  E m t  
European countr ies  i s  planned i n   f i v e - y e a r   b i l a t e r a l   t r a d e  
zgrecments vihich are cod i rmed  through  annual  trade  protocols+ I 

I n  1964 the   In te rna t iona l  Bank f o r  Economic Co-operation (IBEQ)(l) 
was s e t  up t o  promote mul t i l a t e ra l   c l ea r ing  o f  trade  br.lanccs 
among CQIECON pmtners ,  Member count r ies   in i t i , i i ly   cont r ibu ted  
a sum of  the i r   na t iona l   cur renc ies  t o  the p.aid up c a p i t a l  of the 
IREC i n  proportion t o  the volume of exports i n  their  mutual  trzLde, 
Romania'  S subscr ipt ion quotz t o  the IBEC is  approxinztely 
5 per  cent o f  the   mthor ized .   cap i ta l  of  ZOO mil l ion   " t r ans fe r r3 l c  
roubles" 

88. P r i o r  t o  the  formation of the IBEC, se t t lements  were 
conducted  through b i l a t e ra l   c l ea r ing   accoun t s  and thc bqlance of 
these  accou.nts i n  fav0u.r o f  one trading  partncr  could  not  be 
u t i l i z e d  f o r  payrr,ents t o  a t h i r d  count ry ,   Bi la te ra l  payments 
balmcing  automatically  depresses  trade t o  the  export   capacity o f  
the vwaker par tner   in   every  agreement  thereby r e s t r i c t i n g   t h e  
volume o f  t rade,  A m u l t i l a t e r a l  pqyments system i n   t r m s f c r 2 b l e  
roubles  requires  only  that   the  transactions of  a country bc i n  
ba lmce  with the C@,WC3N mea as a whole, Thus, expectations 
were f o r  a f a s t e r  expansion o f  intra-COVECON t rcde  which has 
nevcr occurred,   In   pract ice ,   the  COMECON countr ies  have prefcrred 
t o  cccnduct t rade  among each  other on .a s t r i c t l y   b i l c t e r a l   b a s i s  
especial ly   in   deals   involving hard goods ,~  There are no ,da ta  o n  
R o m n i a '  S ac t iv i , ty   wi th in   the   In te rnc t i  oncal 3ank f o r  Economic 
Co-operation, b u t  the  t o t a l  volume o f  payments i n  transferrLble 
roublcs cmong LB%C members i n  1967 increcsed by q1.4 per cent ,  
IREC credi ts   can be c la s s i f i ed   i n   t h ree   c i i t ego r i e s .  They may bc 
set t lement   credi ts ,   ar is ing f r o m  short- term  requirenents   in  
current   t rade;   seasonal   credi ts  of up t o  one year,   granted t o  
banks i n   t h e  IBEC cauntr ics  with seasonal production 2nd 
rnarltcting f luctuzt ions;  o r  spec ia l  two-year c r e d i t s  t o  pzLy f o r  
goods purchzsed  over and cbove thc  mutual del iver ies   agreed i n  
advance O r  fop equi l ibra t ing   the  bziLancc c f  payments. 

- 

(l) I S X C  mmber;s 2.:- e :  Bulgaric ,  Hungary, the Soviet-occupied 
Zone os" G e r m m y ,  Mongolia,  Poland, Romania, Czcchoslov&ia 
and the USSR. 
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89. Despite  the  formation of t he  IBEC, intra-COhECON. . . ' 

t r ade  has grown a t  a slower r a t e   t han   has  conmunist t r ade  with 
the  ilest. For  Romania's  part t h i s  i s  ; ? r iua r i ly  due t o  t he   r e -  
quirenent f o r  technically-advanced  machiner$  and  equipinent 
imports  froni the  western w o r l d .  However, i n s t i t u t i o n a l   d e t t i r r e n t s  
t o  an  expansion of growth i n   t r a d e  among IBEC neabers are obvious, 
True n u l t i l a t e r a l i s n   c a n n o t   e x i s t  when t r a d e  agreernents  are 
signed  annually on a b i l a t e ra l  basis.  Furthermore,  rouble 
t r a n s f e r a b i l i t y  i s  not   the   same,as   rouble   conver t ib i l i ty ,   Nat ions  
showing a surp lus   on   the i r   ba lance  of trade a c c o u n t s   a r e   n e r d y  1 

lending  disguised  purchasing power t o  the  debtor   countr ies .  
C r e 2 i t o r  .parhers   cannot   spend.   accunulated  credi ts  on hard . . 

currency  inports  which  they  require. Hence, f o r  the more indus- 
t r i a l i z e d  economies t h e r e   e x i s t s  no incent ive  t o  expand i n t r a -  +. 
COUECON trade.   Before COLECON can  becone a v i ab le  working u n i t ,  
econonic   re la t ions   uus t  be governed  by c c m e r c i a l ,   r a t h e r   t h a n  
i n f l e x i b l e   p o l i t i c a l ,   c r i t e r i a .  

90. Ronania i s  not a l a r g e  donor o r  r e c i p i e n t  o f  comuni s t  
c r e d i t s .  The anount of investment   credi ts   granted t o  Ronania i n  
t h e   p a s t  has never  been  large compared t o  those  granted t o  
Bulgaria,   Soviet   occupied zone of Germny,and  Poland. Long t e r n  
credit's  extended and rece ived   in   the  l as t  decade hwe  been  
predominately f o r  manufacturing  and  processing  plants  and t o  
f i nance   j o in t   p ro j ec t s .  Terms of ten a l l o w  r epaynen t   i n   comodi t i e s  

V I .  FOREIGN ECONOMIC RELLTIONS I N  LIGHT OF T m  LRSAW Pi.iCT 
WTËRTE~;NTION @F CZECHOSLOVAKIA 

91. The Czechoslovak c r i s i s  o f  .Lugust 1968 has both  
s t r eng :  ... hened the w i l l  o f  Ronania t o  preserve what independence it 
has won dur ing   the   pas t   f ron   the  USSR while naking it abundantly 
c l e a r  just how qu,ickly  that  inde2endence  can  be  destroyed, 
Rouania w i l l  t he re fo re  have t o  be ex t r ene ly   cau t ious   i n  execu- 
t i n g  any mcves which  could  be  interpreted  by  the USSR.as  dange- 
rous t o  .the u n i t y  a f  the  comm.nist  countries. This w i l l  c e r t a i n l y  
be t r u e  with respec t  t o  Rmania 's   asparent   determinat ion t o  t r ade  
with ncn-comunist   countries where such  t rade i s  t o  the  econonic 
advnnt3ge of Ronania, 

92 Romania has long   r e s i s t ed  COUECGN pressure t o  have 
Romania remain a suppl ie r  of g ra in  and raw n a t e r i a l s  f o r  the  
E a s t  European  comrmnis$ c o u n t r i e s c   I n   a n   e f f o r t  t o  i n d u s t r i a l i z e  
i t s  economy as r a p i d l y  as poss ib le ,  Roula,nia h2s sought t o  ,expand 
t r a d e - r e l a t i o n s  with the  developed  countries o f  the West, 
Consequently,  Ronania has t i ed   t he   success  o f .  he r   i ndus t r i a l i -  
zat ion  programie  largely t o  impor t s  of advanced capi ta l   equipnent  
from non-comwzist  countries. As the fo l lowing   t ab le   i l l u s i za t e s ,  
Ronania  exceeds all. other  (IOIiIXCON c o w A t r i e s   i n  i t s  d6penLence 
on t r a d e  Conducted with t h e  N e s t ,  

c 

NATO CONFIDENTI,'& . . . .  
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"U XAST- EUROPE: TRADE birITH NON-COlWiUNIST  COUNTRIES 1966-1967 1 
Share of i npor t s   f ron  i Share   of   exports33 
lon-comunist   countries:  non-comunist  countrie: 
i s  a percentage of 1 as a percentage of 
; o t a l  i n p o r t s  i t o t a l  expol 

U_ " 

I966 
42,8 

3547 
3401 
2qJ  

28-2  
30b4 

196_'L__ 
5163 
34.3 
33.4 
28.2, 

26.2 
26.1 

i l 

- ! 

1966 
38.0 
38.4 
31 -6  
29-8 

25 ..6 
23.6 I 

93. However, it is reasonable t o  assune   tha t   there   nus t  
be a gmdual  shif t  of  emphasis frora i iapoyts t o  expor t s   i n   t he  
long  run.  Ronania  cannot  expect, and would not  wish, t o  incur 
convertible  currency  debts a t  t h e   r a t e  of  growth  which it has 
experienced- i n  tine l as t  few years ,  Having es tab l i shed   an  advan- 
ced technological  base f o r  indus t ry ,  Romania w i l l  presumably no 
longer  require  such  massive  mounts o f  capital   equipment,  
I n s t e a d ,   e f f o r t s  will probably be made t o  earn   conver t ib le  
currency  through sales o f  manufactured, as well  as prirLLny good, 
$hether  the t o t 2 1  share of non-comunist   tra6e  with  Romnia 
w i l l  remain a t  i t s  present   l eve l  of  46  per  cent w i X l  depend, 
mong o the r   t h ings ,  upon  RoiGania's success ( o r  f a i l u r e )  t o  
sh i f t   f ron   buy ing  i o  s e l l i n g   i n   ? J e s t e r n   m r k e t s ,  

94. Undoubtedly the  Soviet  Union i s  keeping a close 
watch  on t h e  growing r e l i a n c e  of  Romanian t rade   an   f inanc ia l  
in.debtedness to non-comunist   countries.   There  are  subtle 
neasures  (such as s low d e l i v e r i e s  of c r u c i a l   i n d u s t r i a l  
ou tputs ,   de layed   negot ia t ions ,   e tc , )   by  which the  Soviet  Ucion 
can c rea t e   bo t t l enecks   ove r   t i ge  and se r ious ly  hamper the  
e f f ic ien t   f -unc t ioa ing  o f  RoEanian industry.  However, it is not 
expected  that. overt economic sanct ions will be inposed upon 
Romani?, The Romanian Connunis%  Par%y i s  uni ted   wi th in  i t s  own 
ranks i n   c o n t r a s t  t o  t h e   c o n f l i c t  between t h e   l i b e r a l  and 

Furthernore,  Romanian  economic r e f o r m  a i n  st s t r a m l i n i n g   t h e  
ex i s t ing  cor,mand  economy ra ther   than   aoving  t o m r d  a soc ia l . i s t  
market  econony as was the  aspired  goal  o f  Czechoslovakia, 
The Rcmanian Comnxnis-t Pa r ty   has   r e t a ined   t i gh t   cen t r a l  
cont ro l   over   the   p ress   un l ike   the 'po l icy   p rac t i ssd   in  
Czechoslovakia  before  the v'Jarsaw Pact.   intervention.  Barring a 
change in   Ronan ia ' s   ac t ions ,  %he  Soviet Union w i l l  probably 
continue t o  take 2 l i b e r a l  .Jiew towards  Ronanian fo re ign  
economic r e l a t i o n s .  

, 1  

\* 

8 conservative  elenents  in  the  Czechoslovak  Commnist   Party.  

1 

! 
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: VII. ECONOMIC REFORMS ' . 

", 

95. Compared with  other  East  European  countries, Romania 
i s  a latecomer t o  economic  reform. The rapid  growth o f  
indus t r ia l   p roduct ion  which Romania has   ach ieved   in   the   l as t  
decade  largely  explairs  Romania$s  approach t o  econonic  reforn, 
a t e r n  which is  o f f i c i a l ly   avo ided   i n   f avoro f   " a   pe r f ec t ing  
of the  managemen% and planning of  t he   na t iona l  economytte 7, 

Limited  changes in   t he   ope ra t ion  of t he  econony are  not  expected 
t o  be inplenented on  any more than   an   exper inenta l   sca le   un t i l  1 

1970. 

96. Economic reforms i n  E a s t  Europe in   gene ra l  have  been 
d r a f t e d  t o  t r y  t o  overcome the  shortcomings  of  the  Soviet-type 
econonic  nodel. It i s  Paam, f o r  example, t h a t  compared with 
indus t r ia l ized   non-comunis t   count r ies  East European  econonies 
have greater   capi ta l -output  ra t ios ,  higher   inventory  costs ,  
lower   l eve ls  of technology and lower  levels  o f  labour  producti-  
vity,, The weaknesses of the  East  European  econonies  are 
thought t o  a r i s e  f rom the  nature  of  the  Soviet   econonic model 
i t s e l f ,  The nodel  neglects  narket  forces and p r i c e   s i g n a l s  
i n   f avor  of planners '   choices which  have been  enforced.  largely 
in   phys i ca l   t e rns .  While sucn t1comnaDdt8 nechanisxs may have 
been  effect ive a t  ear ly   s tages   o f  economic  developnent  they 
have  Becone l e s s  u se fu l   a s   an  economy becomes more developed and 
complex, It is  understandable  then  that   the more developed 
economies of Eastern Europe  such as East Gernany  and  Czechoslovakic 
were t h e   f i r s t  t o  experiment w i t h  economic r e fo ra .  I n  t h e   l a s t  
decade  their   annual   ra te  of growth of indus t r ia l   p roduct ion  
has .been   subs t an t i a l ly  lower  than  the  average f o r  East  Europe, 
On the  other   hand,  Romania and Bu lga r i a ,   t he   l ea s t   i ndus t r i a l i zed  
c o u n t r i e s   i n  COMECON, have  enjoyed  very  high  rates of i n d u s t r i a l  
growth and o n l y   l a t e l y  have considered  the  question  of economic 
reforms. 

4, 

97. Economic reforcl   programes  in  East Europe f a l l   f n t o  
two broad  categories   with  respect  t o  the means  employed t o  
a t t a i n  a h ighe r   r a t e  o f  investnent   product ivi ty '  and  growth 

-of   nat ional   incone,  The la rger   g roup ,   cons is t ing  of the   re form 
progrannes of  East  Gernany,  Poland,  Bulgaria and  Romania, a i n  
o n l y   a t  a nodernization  of  present  econonic  nanagenent  rather 
than  any  radical  changes.   For example, t h e   r e f o r m  do not 
cha l l enge   t he   po l i t i ca l  primacy of the   Comunis t   Par ty  and the  
power .of   cen t ra l   p lanners   over   key   a l loca t ion   dec is ions .  I n  
contrast ,   the  econonic  reform  progranoe of Hungary and, a t  l e a s t  
u n t i l  August 21 1968, that  of  CzechoSovakia,   aimat  the 
eventual   creat ion o f  a s o c i a l i s t  market; economy. 

i n   p r i c i n g   p o l i c y ,  The Hungarian  and  Czechoslovak  reform 
programes  prescribe  gradual  introduc t io r ;  c f   f r ee   na rke t   p r i ces  ..; 
i n   o r d e r   t h a t   p r i c e   s i g n a l s  will play a l a r g e r  role i n   t h e  
operat ion  of   the economy, On t h e   o t h e r  hand, the  o t h e r  East 
a ropean   coun t r i e s ,   i nc lud ing  Romania, intend t o  maintain 

98. The key d i f f e rence  between t h e s e  two approaches   l i es  

NATO CONFI DENTIRL -30- 
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cent ra l ly- f ixed   pr ices .  However, a t t e n p t s  w i l l  be  nade t o   b r i n g  
pr ices   nore   in to   l ine   wi th   p roduct ion   cos ts .  Changes i n  t h s  
wage- s t r u c t u r e  xrhich w i l l  reward s k i l l  and qual i ty   through.  
g r e a t e r   d i f f e r e n t i a t i o n   i n  wages a re  a l so  being  considered, 

99. The c rea t ion  of s t rong   " indus t r i a l   cen t r a l s "   i n to  which 
the   en te rpr i ses  of  en t i r e   r eg ions  o r  whole i n d u s t r i e s  w i l l  be 
combined i s  the   bas i c   f ea tu re  o f  Romania's  reform  prograrme, 
Thus, decentralization  of  decision-naking w i l l  not  reach down t o  
t he   l eve l  o f  the   en te rpr i se   bu t   on ly  t o  t h a t  o f  these  "centrals" .  
The i n d u s t r i a l   c e n t r a l s  w i l l  i n h e r i t  much of   the  detai led  planning 
coordination and management f rom the c e ~ t r a l  p l a rn ing  agencies 
e n a b l i n g   t h e   l a t t e r  t o  concentrate  on broad  policy  questions.  A 
greater   dsgree o f  d i r e c t   c o n t s c t  w i l l  be  allowed  between t r ade  
and product ion   en terpr i ses .  Some l a rge   en te rp r i se s  and c e n t r a l s  

- will be  given more power t o  es tab l i sh   d i rec t   contac ts   wi th   . fore ign  
t rad ing   par tners  and t o  s e t  up sales  agencies  abroad.  Final 
au tho r i ty   fo r   a l l   f o re ign   econon ic   r e l a t ions ,  ' however, will remain 
with  the  Foreign  Trade  IUinistSy,  Presunably  these  neasures  are 
be ing   no t iva t ed   by -a   des i r e  t o  increase  exports  t o  convert ible  I. 

currency   count r ies   in   l igh t  o f  Romania's l imi ted   fore ign  exchange 
reserves  and heavy  repayment  due on cormerc ia l   c red i t s ,  , 

100, Ronania 's   econonic  reform  are s t i l l  i n   t he   expe r inen ta l  
stage', The h i s t o r y  o f  economic r e fo rn   i n   o the r  Eaet European 
co'untries w i l l  give  Ronania  an  opportunity t o  learn  soae  useful  
lessons,  Thus, when end i f  Romania does  inplenent i t s  reform ! 

programme as scheduled i n  1970, it can  be  expected t o  be 
acconplished  with  fewer  disruptions to the  economy and t o  achi&e 
more o r  lese. the improvements m fsoonamic management aimed . a t ,  : ; 

V I I I .  GIi0';i'TH  STRATEGY 
U_ , 

101, An at tezpt   can  be  nade t o  evnlu2te  Ronanian  economic 
development p o l i c y   e i t h e r  as e x p l i c i t l y   s t a t e d  by  t'ne o f f i c i a l s ;  
or as LEplied  by t h e i r   a c t i o n s ,  However, it is neaningless  t o  
make a judgment on po l i cy  when such a judgment presupposes' 
sone  econonically valid a n a l y t i c a l  framework i n  '?Jestern  terms 
(fundmental ly   r larginal   analysis) .   Since  the  market  mechanisn 
i s  not  allowed t o  s e t   f a c t o r   p r i c e s  i n  Ronania,  there 5s no 
.nethod of de te rn in ing   t he   r e l a t ive   s cd rc i ty  c o s t  o f  the  econony's 
resources .  It is  n o t   s u f f i c i e n t   t h a t   i n p u t   p r i c e s   a r e   t i e d  t o  
the  lagged  averages of  wor ld  markets. I n  order  t o  a l l o c a t e  
resources  anong a l t e r n a t i v e   u s e s  i n  the  n o s t  produc-tive manner, 
supply and denand fo rces  must  be  allowed t o  determine  comparative 
p r i c e s   i n   b o t h   f a c t o r  and product  market&,  In a social is t .   co~mand 
economy, such as Ronania ' s ,   oppor tuni ty   cos ts   a re   poor ly   re f lec ted  
i n  p r i ces .  Thus, a c r i t e r ion ,   o the r   t han   nax in i s ing  economic 
,welfare,  nust  be  foand t o  evaluate  Roclaniafs econonic  development 
programed 
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'102, Romania has embarked  upon a course of rap id   indus t r ia l i ,  
zat ion.  The motivation  behind th i s  d r ive  f o r  i n d u s t r i a l i z a t i o n  i s  
probably a des i r e   fo r   t he   h igh   l i v ing   s t anda rds  and p res t ige  
h i s t o r i c a l l y   a s s o c i a t e d   w i t h   i n d u s t r i a l  economies and a des i r e  
t o  avoid the   vu lne rab i l i t y  o f  predominantly  agrarian economies 
t o  weather   and  volat i le  world markets   for   agr icul tural   goodso 
However, such 2 policy  can be pursued  only a t  a very  high  pr ice ,  
Ronania  cannot.  afford t o  f inance  simultaneously 3. balanced 

t u r a l  irtprovements. 
. investment  package i n   i n d u s t r y  and the  necessary  investment  in agr icu l -  

103. A s  d i scussed   i n   t he   p receed ing   ag r i cu l tu re   s ec t ion ,  
Romanian a g r i c u l t u r e  i s  operating  well  below i t s .  capacity,  given 
today's  technology.  Perhaps Romania i s  wise  in  going  through a 
"tooling-up"  process,   that  i s  r ap id   i ndus t r i a l i za t ion ,   fo r  long- 
term  econonic  developnent, On the  other   hand,   by  not   exploi t ing  the 
f u l l   p o t e n t i a l   o f - t h e   a g r i c u l t u r a l   s e c t o r ,  Romania has  had t o  
f o r  go ccnvert ib1.e-currency  earnings which night  have  been  realized 
if agr i cu l tu l a l   ou tpu t  had  been  expanded t o   n e e t  t'ne deraand of the 
1960's. However, i f  the   op t imis t ic   p ro jec t ions  of wor ld  cerea l  
production  (based on the  development o f  h igh -y ie ld   s t r a ins  of  
wheat, r i ce ,   e t c . . )   a r e   accu ra t e ,   t hen  it seems  apparent  that 
w o r l d  markets f o r  c e r e a l s  w i l l  become l e s s  and l e s s   p r o f i t a b l e  
as   t ime  passes .   Since Ronania i s  a l r eady   s e l f - su f f i c i en t   i n  
donest ical ly-producible   foodstuffs ,   there  appears t o  be l i t t l e  
reason why Romania should   expec t   anyth ing   bu t   de te r iora t ion   in   the  
export  demand f o r  her  surplus  cereal  production  'over  the  long 
term. ( O f  course ,   the   p ic ture  would be much more favourable . f o r  
Ronania o f  t h e  EEC and the   Un i t ed   S t a t e s   l i be ra l i zed   t he i r  
p r o t e c t i o n i s t  t a r i f f  pol ic ies   wi th   respec t  t o  agr icu l tura l   impor ts ) ,  
Investment i n   a g r i c u l t u r e  would! l i k e l y   b e   b e s t   d i r e c t e d  a t  t h e .  
production o f  commodities  with a high income e l a s t i c i t y  o f  demi,nci 
in   export   markets ,   such as wine o r  i .ndustr ia1  crops,   the  demand 
f o r  which w i l l  r i s e   w i t h   i n d u s t r i a l i z a t i o n   a t  hone  and- abroado 

104. Given t h a t  a p o l i t i c a l   f i a t   d i c t a t e s  a poï icy .of   rap id  
i n d u s t r i a l i z a t i o n ,  it is  sens ib le  t o  ask  whether Romania i s  
r a t i o n a l l y   a l l o c a t i n g  i t s  lfnited  investment  funds among a l t e r n a t i v e  
i n d u s t r i a l   S e c t o r s ,  The important  factors  inclu.de Romania's 
n a t u r a l  and human resources  and the   p resent  and po ten t i a l   dones t i c  
and exPort  markets f o r  the  i .ndustr ia1 goods  produced, The extent  
t o  which Romania is i n v e s t i n g   i n   i n d u s t r i e s   w i t h  a natural   resource 
base,   has  been-  discussed  in t h e  e a r l i e r   s e c t i o n - o n   i n d u s t r y ,  The . 

r e c o r d   i n   t h i s   r e s p e c t  i s  reasonable,  given two add i t iona l   f ac to re ,  
namely t h a t  Ronania   nus t   deve lop . inpor t   subs t i tu t ion   indus t r ies  
t o  COnSer~e  her  l imited  supply o f  convert ible   currency and 
Ronania 'S  desire t o  remain  economically  independent of the  Soviet  
Union, 

105. Romania, a country  emerging f rom an  agar ian  past ,  i s  
c u r r e n t l y  engaged in   the   t ransformat ion  o f  peasant   labour  t o  
i ndus t r i a l   l abour .  The country  has a considerable  fund Of 

NATO C O F F I D Z N T  I A L  
""1 
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i n d u s t r i a l  skills and exper ience   in   the  petrclleum industry,  
The adaptat ion o f  imported  technology  and  equipnent t o  s u i t  
loca l   condi t ions  and ma te r i a l sn i l l   gene ra t e  a demand f o r  
d o n e s t i c   r e s e a r c h   f a c i l i t i e s .  

"' 

4 

106, Hoever,  an  important  problem a r i s e s  when the  export  
market f o r  Ronanian  machinery  and  equipment i s  exanined.  In 
the   pas t ,  Romanian indus t r ia l   p roducts  have  been o f  i n s u f f i c i e n t  
qua l i ty  t o  conpete in   wes te rn   marke ts .   Success   in   se l l ing  t o  
convert ible   currency  countr ies  has been  mainly  limited t o  
primary  products  such  as  cereals,   t imber and petroleum,  Yet 
much o f  the  positive  effect  of  machfnery,  equipment and technolo- 
gy imported f r o m  the  TIiJest i n   t h e  ïast few years   has   nct  had 
time t o  be  ref lected  in   product ion.  It genera l ly   t akes   severa l  
years   before  a p l an t  i s  complet&%  and  operating  smoothly,  In 
t h e  long  run, Rornania 'may achieve  considersble   success   in  
exDanding exports  from the  chemical  Lndustry,  for  exaraple. 
In-order  t o  sell   the  manufactured goods o f  o t h e r   i n d u s t r i a l  
branches,  output saust f i r s t   n e e t   t h e   h i g h   q u a l i t y   s t a n d a r d s  
s e t  by internat ion-al  t rade,  Market research and aggressive 
sa les   po l icy   a re   a l so   essent ia l   i f   hard   cur rency   expor t   earn ings  
are  t o  be   s ign i f icant ly   increased .  

-33- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



-35- 

TABLE 1 

ZASTERN EUROPE : STPATISTCICAL PROFILE, 1967 

.- 

POLAND #BULGARIA C ZECHOSLOVBKEB 
1 j i t 

l 
- 

.jPo.pulation j 
j ( r n i d - l g r  ' 
lin mill ions) 8.3 

Lrda  l 
j r ~ s q . m i l e s ) 4 2 , 7 9 6  

:Labour Force 
i'Fi-7- 
!in mil l ions)  4.56 

! i 

74*3  

49,354 

17.1 

41 380 

70.2 

34,912 

31.9 

120,360 

6.80 8.32 

!Pa r t i c i  !x"--E"- a t i o n  Rate 
j per  cent; o f  
jLabour Force) 44 e 9% 47.676 49.8% 48.7% 49 9% 59 

16.77/0 38 c 9% 18.4% 59.6% 

;of i 1967 $US) $8-4 
j I 

$18,1 

$940 
(GNP/CaBita 1 i 
;"T-gUs) $1 O1 O 

, 
l 

I 
i - 1 .  

'$1 

l 
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TABLE 2 
"" - 

Net additrion to capital j 

Replacement numbers 

sLock (units) 
Replacement numbers 

ments annually delivered to agriculture which actually appeared as net 
increases in the park of those implements during  the  year. Replace- 
ments  were assumed to be the difference between annual deliveries and 
net additions to capital stock. 

(2) Negative replacements are taken to lndicate reactivation of combines 
which had previously been  removed fron ihe inventory cf combines, 

( 3 )  Annual delfveries  were less t h a n  retirements, i.e., tine capital stock 
(4) PreIiminary, fell.. 
( 5 )  Includes unknown number o f  raiee ccmbinesa NATO CONFIDENT; ,L -3 y%=> YLi-iiiS"". "" -ti"iC...i"Ci, _." 
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10 
INDEXES OF INDUSTRIAL PRODUCTION 

(Of f ic ia l  dota)  

1960 = 100 

Romania 
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COUNTRY 

Share o f  t rade  with non-communist 
l 
6 covntr i e  s (per cent ) - 
l Ex,ports  

1966 

23.6 

Czechoslovakia 

East Germmy I 2 . 5 6  

Hungary 31 e 6  

l 38 *4 

I Romania 

l 967 

22.7 

29 *.T 

25.0 

31 *4 
36.2 

43.5 

-41 --. 

. . .  

" 

- 
! 
l Imports 

t 
I 

I 
1 
! 

I 
i 

I 

l 966 
c 

I 
l 967 

26 .l 

28 .O 

26.2 

33 04 

34-3 

51 .3 
.:t 
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ROMANIA: DISTRIBETION EX CGUWRY OF 
TOTAL TRADE, EXI'GXTS MID m IMPCRTS, l 967 

.- . .  . . . - ~ C O m t P y  

- Communist Non=-C onmuni st 

USSR 
We st Germa-ny 
I t a l y  

Czechoslovakia 
East Germaxy 

France 
United Kingdom 

Austrcia 
Belgium 

Poland 

H W W Y  
Communist China 

Bulgaria 
Yugoslavia 

U .AIR. 

Japan 
Switzerland 
Lebanon 
Netherlands 
U*S.A. 
Spain 
Sweden 
I r a n  
I?$drha 
Greece 

Absolute  Value of Trade 
- 

(mi l l ions  of US $8) 

Total  Trade 
(per  cent ) 

28 02  
12.0 

6.2 
660 
5 05 
4.6 
33.9 
3 .3 
2.6 
2.5 
2 05 
2.5 
l 38 
1 .6 
l 05 

l .5 
l .4 
1.2 
c.9 
O ..g 
0.8 
O -8  
0 0 6  
0 -5 

1 05 

-43- 

Imports 
(per  c e n t  ) 

25 *6 
I 6 e 6  
5 -7 
5 
6 , O  
502 
3 03 
300 
3 .5 
400 
2 e 2  
2 e l  

l .O 
I 06 
1 05 
1 .6 
1 .7 
O c l  

l .LC 
l 61 
O .8 
l -1 
0 U 3  
0 .5 
0 03 

i 
1 

l 9545.5 
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H16 F EXPORTS, 1960 - 4967 

Figure 3 
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COMNODITY GROUP 

l b  

2. 

3* 

4 *  
50 
6. 
7. 
8 .  
9. 

Machinery  and t ransportat ion equipment 
Manufactured goods 

Text i les  
Metals and metal  products - of which : Iron and s t e e l  and semi-manufactures 
Other 

Manmade fibres 
Cotton 

Chemicals 
Crude and synthet ic  rubber 
Foodstuffs , 

I ron ore  and concentrates 
Coke  and coking  coal 
Other and unspecif i c d  

Texti le  fibres 

TOTAL ( e r ro r s  due t o  rounding) 
ABSOLUTE VALUE ( in   mi l l i ons  o f  US 8 )  

”“.-.C-. 

36,8 

9.4 
2.0 
4 01 
203 
1 .O 
5.3 

100.0 
394 

39 09 

9 .l 

136::j 

1 0000 
494 

o r t s  
1967 

5 ( L ]  3.7 

7 03 
* 8  

3.3 
Oe6 
O 01 

5 *5 
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COîWlODITY GROUP 

1. Foodstuff s - of which: Corn 
i 
I 

ville a t  

1 2, Petroleum  and  petroleum  products 
1 

Timber  and t imber  products 

4. Chemicals and rub'cer 

goods - of  which : I ron  and s t e e l  and  semi-manufactures 

I 6. Machinery  and t r anspor t  equipment 
i l 7. Other  and  unspecified  items 
r 

TOTAL ( e r r o r s  due t o  rounding) 
ABSOLUTE VALUE ( i n  millions of US 8 )  

Der cent-of T o t a l  Exports 
19G.5- 1-6 I l 1967 

i 
i I 

20.4 16.4 

593 4.5 
14,3 16.4 

(1 06) ( 3 . 3 )  

i 1 *9  2.4 

12.7 I 23.0  

99.9 
322 

'100.0 
1421 

l 
t 
l 

1 
100.0 
529 
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TBELE 2 
RONANIA:   COIWODITY  COYIOSITION  OF   IMPORTS FROM THE U S S R ,  1965-1967 

I 
U 
W 
I 

CONMODITY GROUP i Per cent of t o t a l  imports 
r 

1, 

2 ,  

3. 
4. 

5. 
6. 

7. 
8. 

Machinery  and  equipment - of  which: 
Complete plant  
Auto t ranspor t  and garage 
Aircraf t   industry 

e quipmen-t 

Coal and  coke 

I ron   ore  

Metal  and  metal  products 
of  which: 
Iron and s t e e l  
Non-ferrous  products 

F e r t i l i z e r s  and farm pes t ic ides  

Cot ton  f ibres  

Consumer goods 

Other 

TOTAL (errors due t o  rounding) 

ABSOLUTE VALUE ( in   mi l l i ons  o f  $US) 

7 
'19 *9  

4.5 
41.8 

2 .LC 
20.0 

402 

Y- 1966  1967 
i 
! 26.2 , 

4.6 

6.0 

3705 

2.6 

5.9 
3 - 5  

13.6 

99.9 i 

2946 

-~ 

100.0 

394 
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CO&ï.i~'lOi)ITY GROUP 

1, 

2. 

3 ,  
4, 

5. 
6 .  

7. 
8. 

9. 

Machinery  and  equipment - o f  which: 
Oil wel l   d r i l l i i rg  equipment 
Equipment f o r  pe t ro leum  re f iner ies  
Ships and  ,narine  equipment 
Equipment f o r  chemical  industry 

Petroleum  ploducts 

Steel.   ingots 

Fer rous   ro l led   s tock  

Pipes  

Chemical products 

Lumber and  lumber products 

Foodstuffs 

Consumer goods 

I O ,  Other 

TOTnL 

ABSOLUTE VALUE ( i n   m i l l i o n s  o f  $US) 

18.3 

13.1 

1.6 

6.6 

10.0 

1.8 

8.2 

11.8 

18.0 

10.6 

100.0 

440 

100.0 

-405 

xport s 
1967 

18,4 

7-3  
2.4 

2.6 

11.3 

2.4 

100.0 

424 
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TABLE 9 

Algeria 
Austria 
B r a z i l  
Ceylon 
Cy-pres 
Finland 
Ghana 
Greece 
Iceland 
Ind ia  
Iran 

-57- 

Lebanon 
Mali 
Singapore 
Spain 
Switzerland 
S p i a  
Tunisia 
Turkey 
United Arab Republic 
Yugoslavia 
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TABLE 10 
U 

h' 

f 
I 

COUNTRY . .  

1 
1 -  

! -  BULGARIA 
Exports 
Import S 
Balance 

CZECHOSLOVAKIii 
Exports 
Imports 
Balance 

~ T G L ' l R Y  
Expor ts  
Imports 
Balance 

POLAND 
Exports 
I m p o s t s  
Balance 

ROïiLiNIA 
Exports 
Imports 
Balance 

( i n  mi l l ions  o f  $US) - 

-360 
+366 
+ 6  

+21 O 

-L47 
-252 

+ ! 2 3  

+'l 80 

1965 1 l 966  

+'l 35 
-201 . s l  - 66. 

4 3 8  
+412 

i-229 
-252 ,F3 

+599 
-580 
+ 19 
L"... 

+248 

3 

+'l 62 

-492 
+434 
- 58 

+255 
-271 - 16 

+623 

S? 
+303 
-364 
=?2 

i r 
+165 
-281 
-116 

-41 7 
+45; 
+ 3  

+236 

+ G 5 4  
1 -668 I z-1i 
I 

+374 
-455 
-182 

l 
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TABLE 11 

RONiANIA: BALANCE OF TRADE iriITH CObDIUNIST COUNTRIES, 1965-1  967 

Romania's  trade with: 

USSR 

EAST EUROPE (excluding USSR) 

OTHER CO1WUNIST  COUNTRIES 

ALL COIViMUNIST  COUNTRIES 

Balance o f  Trade 1 
! lZccumulative r Balance 

t 1960-1  967 

+ 67.4 

- 14-6.2 

+ 72.8 

- 5.9 
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6 

$4 

Qhasure  Adoption i n   p r i n c i p l e  by 

'l. A r e d u c t i o n   i n   t h e  nuuber o f  
- 

t echnica l  and  economic i n d i c a t o r s  
given as comands t o  producers  by 
c e n t r a l   a u t h o r i t i e s ,  i ,e , 
decentralized  decisic?n-making. 

2. P r o f i t  becomes most  important  in- 
d i ca to r  of enterprise  performance. 

3. P r o f i t s  t o  be  used t o  reward 
en te rp r i se  and labour,  

4. I n t e r e s t  change  on c a p i t a l  
5. Increased  use of bank c r e d i t s  

f o r  f inancing  investmect 
6,  Direct  commercial  conte.ct 

between  domestic  producers 
and  consumers. 

7. Foreign  trade:  Direct  cortaruts 
between fore igners  and l o c a l  
f i r n s  o r  associat ions.  

t i o n s  of f irms. 
80 Creation of branch  wide  associa- 

9. Price  formation mechanism rev ised  

x x x x x   x x  

x x x x x   x x  

x x x x x   x x  
x x x x x   x x  

x x(x)x x x x 

- , x  x - x x x 

- x x x -   x x  
" " X X "  

Key: x means adoption - meacs r e j e c t i o n  
(xlmeans not  confirmed 
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