
- - 
7 COXSEIL DE L'ATLANTIQuE NOKD - 
.I IVOHTH ATLANTIC COUNCIL - - 

OR1 GINLLt BJGL- - 
25tn June. 1905 

Note by QQ Chairman of the Sub-committee on 
Lr'oviet Zconomic Policy 

The fifth examining eeseion on economic bevelopments 
i n  individual  Eastern W o p e a n  countr ies  ( l ) , he ld  on 24th iiry,+965, 
wee devoted t o  Hungarp.The debnte was bneed on a report rewred by % - -  the United Kingdom Delegrtion (2) m d  Introduced by the i r ~ t  Secre- 
tam a t  the United Kingdom Embnesy i n  Budapeot,n member of the 
Defeme In t e l l i gence  StaiY nnd reproo? t a t i v e  of the B ord 
of Trade. The meeting wae attended by t h e h p u t y  C h ~ e f  o f  k?i.ssion 
of the United S ta tes  Embassy i n  Budapest, ae well  ae  high o f f i -  
c i a l s  from the  United S ta tee ,  the Federal Republic of Germeny and 
Franae . 

2. The attached eurnmary repor t  attempts t o  survey the  pre- 
sen t  economic s i t u a t i o n  i n  Hungary, t o  aseclsa fu ture  t rends ,  i n  
pa r t i cu l a r  a s  regards fo re ign  t rade ,  and t o  a r r ive  a t  a c e r t ~ i n  
number of concluaione. 

71) The following count r ies  have so fclr been examined; Roumsr-ia 
on 6th  November, 1964 - eee CJ1(65)18; Czechoslovakia on 11th 

1965 see c - H ( ~ ~ > w ;  Poland on 25th February, 1965 - 
and the  Soviet-occupied Zone of Oer~any on 

29th Apr i l ,  1565 - see  ~~/127-D/193. 
( 2 )  see ~~/89-VP/158 and Commcnts by thc German and Unitcd S t r t e s  

Delegations; f o r  a record of the e x a n i n i q  ecssion see 
X/89-D/47. 



JUVIM O&' TH2 ECCBJOMIC SITUI.TION 1D m1; POLICY aF 

~ u n a r - R Y  
Revort bu the Sub-Cornittee on Boriet Econonic Pollcp (1)  

L I m I .  ECONOMIC B1rUIhTION 

Hungary l a  one of the amallcat among thc h a t e r n  
Emopean Communiet countr iee (93,000 eq.)on.); it is completely 
lnndlocked. The population of 10.1 n i l l i o n  i e  thc smollcet cxccpt 
f o r  Bulgaria and Albania. Though esndored with Large bauxite 
dcposite and r i c h  ag r i cu l tu ra l  s o i l ,  the country 16 poor In 
natural resources. W i t h  a per capi ta  GRP eomewhat higher than 
t h a t  of Poland, but considerably belm tha t  of the Baviet occuplcd 
Zone of Gemany an13 Czechoelwnkia, . k g a r y  is a seni- lnduetr ial i -  
zed country where agr icu l tu re  still  2lay-a a a n j a r  d i e .  

2. The Qder rdgime, i n s t a l l e d  by tho Boviet Union aftcr 
the 1956 Rcvolution, ha8 succeeded i n  pra - r id in~  a ccr ta in  ccononic 
stabilit;. and In  winning the of n largo pcrt of the 
population, malnly owing t o  ' 0  ~ o l i c v  og 
reconc l l l a t lon  a d  the renimc's acceptance of  thc need to  imarore 
conditions and erase the  mmoru of the 9tdli;list r@uim led by 

o The populption ie easygoiw a d  r e  in teres ted i n  
&a1 welfare thnn i n  1:arxlst the t seems t o  live b e t t e r  
than thttt of r i che r  c m n t r l o e  mch a ~ r c c h o s l o v a k i a .  Though 
Kadar seam t o  hevo m a n a m  to emumipate himoelf aomctrhat from 
tho a l p  o f  t h e  8oviet Union , Hunecry remains vary CepmUent 
economically Pfa p o l i t i c n l l y  1-1 on the U8m which sti l l  has 
50,000 troope n the country. 

3. Ihrr iq  the b a t  few aro, indue t r ia l  production ha8 
r i s e n  a t  the compolwtlvslp h i  averago annual r e t o  of 8.5$, 1.0. 
a t  about tho  eeme rate as I n  Pdlal:Q end in the Sovict Union, but 
more slowly thun i n  the less-developed b e t e r n  European countries, 
Romania and Wlgarla. m r ,  futw tergcte  ere much l m r  
(4.5% i n  1965) aa tho rdgime eeeme t h c  e08 on - 
A g r f  ldeam 0t  u ~ a ~ l o n  m W c r 2 ~ h ~ o n  uc%mantl ty-h 
ti pol icy rcquiree,  howmer, a m o m  othcr  thlruzs. 1nvc 
technology, a l e s s  burcrucrnt ic  

o bc I n  incr,xs 
nt  hea r ccomi  

gcntinn cagtlouel~ with ncw q c m m r i a l  r c f o r n ~ ~ l ~ ~  
r f ar-rcachin the  morc induotr ia l izcq 

4. Uthough tho share of qpiculturo in tote1 invcetmcnts 
in mah hi- than in other countrieo of thc region. and in 
some Wcetcrn countr ies  a t  a conparnblc lcvcl  of  dcvclo?mnt, 
r g r i c u l t u r r l  output ha8 mdc  s l o w  progrcee. ' . ? I I ~ L  s n n l l  " r ivctc  

(1)  A11 changoe t o  1 . ~ / 8 9 - ~ ~ / 1 6  (Reviecd) arc unCcrllncd; 
Omieeione m c  morkcd by ( -  3 . 
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P a r m u d  tho p lots Of collective f a m r r a  only c a r  1% of t.hg 
w a b l c  land, thcy account fo r  25% of a&r icu l tu re l  pro&dction. 
he the latter, cspcc ia l ly  l Ivcs toc+ brcLdinrl  i s  o f  the utmost 
importance a8 an earncr  of hard currcncy, thc regino has recently 
a l to red  i t e  hostile a t t i t u d e  towards thc  m c r o h i p  of pr ivntc  
p l o t 8  by c o l l c c t i v ~  farmers; i t  h ~ . e  nleo introduced a n x b c r  
of incentive ~chcmee. Tncec usua l ly  lnvolve eomo eor t  of aharc 
cropping, tho farmers bcing rcrardcb In  accordance w i t h  tho 
roeu l t e  achioved on th4 pa r t i cu la r  collectivized land on which 
they are working. 

BI rOREI@J ECONOLiIC W T T O I Q  

5 .  O*hg t o  i t s  lack of n a t u r a l  roeourwe, and mall hone 
market, Hungary i s  heavily dcpandcnt on forcign t rcac; a f t e r  
Bulgeria, it hr,e tho h i  c a t  aharc o r  imports i n  the Gross 
National b o d u c t  (13 .a  of an;r Laatern hropcim country. 
Hungarian forc lgn t rade  1.r-sc f r ~ m  $1.2 b i l l i o n  i n  1955 t~ $2.8 
b i l l i o n  i n  1964. This  is equivalent t o  sn m u a l  evi.ragc r a t c ~ f  
11%. a rec~rd matched only by StaumU rn8. iris b z l e c m t  p a s .  The + share 01 Ca~llnuniet c o ~ t ~ i o s  in Hungary s t r a  c has rcmalncd a t  
cloeo t o  7w during tho bet 5 yca r s ,  whcrcas thct of thc Swlct 
Union ha@ grwn from 3Wf t o  jtsi and t h a t  of NATO countrice from 
12.4 t o  a-S by 1963. 

6. Hungcry deponde on tho Bovict Union grid Ecstcrn Wrro~o 
$or L I U D D ~ ~ P ~  of newly nll raw matcrlala .  Thc c ~ ~ c ~ t i o f l  i s  
qauxite* of which about ho,lf Hunnw~'8 nroduc-tion Is c r ~ o r t c d  t o  
Eatatern Euro . a r c  Ls also a l o w - t c m  apccmont t o r  the 
c ~ S  of i n c r c e e i w  qucnt i t i ce  of o lunin ,~  f o r  pro- 
ccesing. Hunnar~ i (-) disappointed by thc prugroes or thc 
d iv i s ion  of labour %th in  COLiXm, 

mi/ it is l i nked  t o  the 
CMf- pijmline, electric power grid, and %on pool, n s  r c l l  a s  
t o  tho newly  ce tab l i shad  organization ITITX7&T;JLT., n klnd of 
eteol aommmity dth its headquartore in  Budapest. 

7 .  Bungarype tr& with tho st worlQ hae 
devalopad lees wpitlly thnn its ov but trade nith 
NATO count r lee  alone ha8 grmn fastor thcn t rnde with e l l  other 
reglona, including the Soviet Union. Tho grcatcst  obstacle t o  
a fh r thu r  axpnnalan nr leca  fiom thc dlf ' f icul t ios  ancountcred by 
Hungcry i n  Incrcmln& 1ta  cxporta. I n  it. -w i th  IU-rn 
ountries. H-wy h accurnulntad a t rndo c cit of 

on ciurinu 1 59-1 which is cont in~oualg  incrcnain6= 
-it~-~I~fi~?, H a v  all hire t o  cxpcncl eonsldorebly 



W 8 .  The proapecta of an expamion or Hungmy's trade w i t h  
5 the Wept do not  seem t o  be toofavourabla  f o r  ecvcral maaone : 
N 

- the country's haavy doyendcncc on the Sovict Union 

the  f a c t  that  642 of Hungmypa cxporte t o  Wostcrn 
inbuetr ia l izod countrioe a ro  composed of cgr icu l tu ra l  
probucte, a market t h a t  i a  boing r d o  morc d ~ i f i c u l t  
t o  en te r  by tho nor arraryoment~ of the R E ;  

- am feet of the -am H 
does a t t c m t t o  ell i n  Weetcrn mrrkcts arc  un=i- 
t lvc  on w-; 

- Hungary'e l imi ted oagacity t o  msurc thc ecrvicing enc: 
repayaont of c red i te ,  givcn tho heavy d e f i c i t  i n  the 
balance of poymcmtst 

W z - &he problem f o r  Hungary t o  obtaiq a rcduction of 
quant i t e t ive  ~ n d  tariff restrictions t o  its cxports, 51 owinn t o  the  b i f r i c u l t p . f o r  a cmntry  with a s t a t c  

3 tradihg eyetem t o  o f f e r  bcncf i t s  t o  i t s  
c;l 
7 ,  

t rnding partners 

g 9. k v o r t h e l e e s ,  the Hungarian Oovcrnment ecLma t o  bc 
fi germinoly ln teroeted i n  an oxpaneion of i t e  t r ~ d o  w i t h  t!!c iVcst. 
\ 

W Among thc mane ~ o n e i d o r o d  t o  t h i s  ond -2: 

- an increase i n  export6 of agricul ture1 profiucts, 
p r inc ipa l ly  thr- a eyetom of br.rtcrint: live 
o a t t l o  againet  Woetorn fodder and f w t l l i z c r s ;  

- a rim in t h o  technical  standard of Its mamfxturcd 
goode t o  bc achieved by eenc?ing students  and tcchnicol 
oommlssions to Woetam countrica; t he  rcccnt ncccp- 
tance of 60 8cholarships ofPercd by tho ForG Foundetion 
ctoaowee t o  be mentioned here; 

- co-oporetion with Western compcniee f o r  joint  produc- 
tson, n pro joat  a l e 0  etudiod by tho P o l i s h ,  R O W X U ' L ~ I I .  
B and Cmah Oorcrmcn& thc  main ?roblcm 
*to be eolvad belng t ha t  of Jolnt  mnnorcmcnt. 

3 10. ks i n  the casc of othor Eastcrm IXlropcnn cour . t r i~e  auch 
c;l ns Poland, the s i t u a t i o n  i n  Hungary sccma t o  bc aoncwhat f iu id .  
U In recant years  the economy has mdc otcady progross, but sonc 

slowing down of the r a t e  of growth is  now exycctcd. Thc regime 
hoe introcluced a morc rnoderatc l inu i n  i t s  ogr icu l tu rn l  policy, 
and is cautiously cxperincnting on ncr  forms of i ncua t r i a l  a a i -  
n i a t r a t i o n  and management. 



11. The Comnittec car, only offc r  very tentativ:: conclusl.,ns 
as t o  thc p o e s i b i l l t i c e  f o r  RD.TO countr ice  of looscnlng the t l c a  
bctwcen Hungary and thc  Sovict Union by increasing trndc r 

- thou& highly  bopenthnt on tho Binriot Union g& 
Eastern Eurm as eupplicra of iucl ,  rm rnatcriala, 
e l e o t r i c  onorgy and mi l i t a ry  equimont, Hungary, i n  
or&r t o  modernize i t8  incluetry, wiahce t o  e v a i l  
i teolf of n l l  tho advontagoe which tradu cxchawca 
with tho Woet provido; it aoome prcparcd t o  study 
now forme of co-oporntion with Waatcrn firms and t o  
eond etudents and tochnioime t o  thc Wcet t o  etudy 
technloal  progrcee; cfr 'orte i n  t h i s  di~sz-  
t i o n  mey bc a t i d c  d i e ~ p ~ o i n t n c n t  wi th  tho  
elow progrcsa of C- i n  p r o ~ o t i n u  thc division ox 
abow w 0~10.qniet group of countries.  Howcvcr, 

n o t  t o  run the riek o f  posclble 
'MF!%Iuroe, tho cre~ory  of' which i s  s t i l l ( - )  
a l i w  i n  thc country; 

- thaw chancoe of' d leaocia t ing Hungary from the Sovict 
Union not very Lrcat i n  thc near future,- 
partb t o  tho ixoscnce of Soviet troop8 in thc country, 

aconoaic r d a t i o n e ,  t o  holp Hun(jary i n  a escrt ing i t  a 
qn nat ione l  in ta rea te ;  Woetarn countr ies  should tdtc 
such s t o p s  ae thcy foal approlrriato with a viow t o  - -  - 
oxpandine trrdc m i t h  H q n r y  , i n  par t icu la r  f a c i l i t a -  
t i n g  thr: acccse o f  Hungc.rian proc;ucts t o  llcstcrn 
rnarkctcl withoU% damaging thc Lcgitirneto comcrcinl  
i n t o r o ~ t e  of othor countrioe, o o y ~ c l a l l y  thocc of thc 
f r c o  world which Ere s t i l l  i n  thc coursc of chv~lopmcnt; 
tho e a t t i n 8  up of j o in t  c n t o r p r i ~ o s ,  the c x t ~ n s i c n  of 
acholorahipe and othor i o m s  of technical  a ssis tance 
Bhould be oncouragodp the poee ib i l i ty  of cstnbliehing 
rclationo botncan Hunea~y and much intcriletional orga- 
n i z a t i o n ~  a e  Q;TT and the TiiCC ~ h o u l d  a l so  bo cxplorcd. 
Y;ostorn countrica should maintain an cco~wmic policy 
f l a x i b l o  onough t o  ba ablo t o  tako advantage cf the 
o ~ ~ o r t u n l t l o e  that dovclopmonte i n  Hungerion f  oroign 
c c ~ n o n i c  ro le t ione  might o f io r  and f o r  t h i s  purposo 
should follow cloeely  euch ilovolopmcnts. 


