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FLECEbM' X O N O M I C  "I Ti-tEhTDS IN ROrYWJSA: SJMT4ARY R;XPOeT 

A ovEpLy-z J 
"= 

l D 1976 was ano the r  good yea r   fo r  t h e  RommLian  economy. 
The Ylm t a r g e t s  for both aggregate  production a d  key sec tora l  
outputs were f u l f i l l e d  or over fu l f i l l ed .  Y h i 1 2  t h e  Yes-te-m 
economies  were s t i l l  seeking ways out of t h e  197i:.-Î975 re-  
cession  and  the  other Zast Xuropean economies gel~eral l -y  recorded 
a d rop   i n  growth r a t e s  or" Net Material  Product (?.3rP) 
(Table 1)(1)2 t h e  Romanian  economy reg i s t e red  a l0,5;i(2) in- 
crease in NNl? , l l .T$ j.rl indus t r ia l   ou tput  and 17.2:; in a g ~ i c u l -  
t u ra l  production,  thus'  cbnfirming th.e C O L L T ~ ; ~  as t h e  f a s t e s t  
growing member of t h e   2 a s t e r n  LLdropem community i n  sone 
respects.  

B . PLIAN IT~PrnTdNTATI 3i!l 
7 ILc .. 

Annual Plan 

3.  Mhereas ijx 1976 overa l l  DPIP growth met t 5 e  Plan, 
seve;zA o"r,er macroeconomic v a r i a b l e s   f e l l  s h o r t  OP the i n i t i a l  
t a r g e t s  (Table 2 ) .  This phenomenon i s  not   eas i ly  e,xplained on 
the basis of data   re leased so f a r  by t h e  Romanians. It i s  t h e  
more puzzling as nany sectoral   aggregztes showed tha t  the  Plan 
targets  had  been met: a g r i c u i t u m l  produc-tio:? was exceptionally 
good a d  t h e  growth r a t e  of indus t r ia l   ou tput  was high. 

" 

Five-Year Plan 

4. The 1976 economic r e s u l t s   a r e  not Likely  to  put any 
a d d i t i a n a l   s t r a i n  on overall Plan   ta rge ts  f o r  the  per iod 1976- 
1980: l i t t l e  l ag  e x i s t s  even i n   f i e l d s  which  Ere of l e s s e r  
cmcern  t o  t b e  regimet such as r e t a i l   s a l e s  (sild therefore  TzI-z TabTes are a t  .Ann ex P". - .  . ~ . . I 

Unless   o the rwise   s t a t ed ,   a l l   da t a   i n   t h i s   pape r   a r e  in 
const.ant "163 p r i c e s  and growth r a t e s  areo -therefore9 i n  
r e a l  terms 
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AC/ I  27"W/527 (Revised) -4- 

private  consumption) and housing  (Table 3) ., Although s e t  a t  
generally  lower  levels  than +&ose achieved i n   t h e   l a s t  Five- 
Year Plan,  the 1976-1980 Plan  t a rge t s  remain  ambitious, and t o  
be met would require  an overly  intensive use o f  labour ,  
machinery and scarce resources. In t he   p rocess ,   q t ld i ty  w i l l  
suffer  and the  econonjr w i l l  f i n d  it inc reas ing ly   d i f f i cu i t  to 
sus t a in  a f a s t  growth r a t e .  

Romanian jXM? reached p i n  1976, an es t ina ted  4-00 
b i l l i o n   l e i  ($ = 12 l e i )  a t  constant 1963 pr i ces  ('l'able l b . )  
which  could  correspond t o  a t   l e a s t  500 ' b i l l i o n   l e i  in CUm?ent 
p r i ces .  Its growth of 10.5% was encouraged 5y increasiilg; 
labour  productivity,   high  investment and a continuing  switch 
of agr i cu l tu ra l  manpower t o  t h e  mare product ive  industr ia l  
sec tor .  HoweverP this exodus f r o m  the   farms  cmzot   cont ime 
inde f in i t e ly  as t h e r e  i s  already a shortage of youngp sk i l l ed  
nanpower i n   t h e  rural areas.  

- C m s u x t i o n  

6. ks no aggregate monetary f igu re  fo r  conswnption i s  
avai lableo. t rends must be derived from r e t a i l  sales a i ~ I  social  
se rv ices ,  and consumrfs   welfare  from wages znd per  cap i t a  
income. Consumption has t r a d i t i o n a l l y  lagged behind  other 
aggregates both i n  quant i ty  and qual i ty .  I t  is s t i l l  of secon- 
dary importance t o  the  plannerss  mainly  concerned with indus- 
t r i a l i z a t i o n  and accuiulat ion,  The growth cf r e t a i l  sales - 
t h e  bulk of personal  consumption - i s  general ly  more than two 
percentage  points below that  of  T@P, while  investment  growth is  
higher (in 1976-1980 Flan: r e t a i l   s a l e s  -s3.l:Ap in-$estment 
-1-12.96 and 2n'P -!-II$ per   year) .  

longer   while   the  p ,mspect ive  r ise   in   his   l iving stmdards i s  
slowed.  Output of in&.wtrial coi?sumer goods i n  t h e  1976-1980 
Plan   a re   l ess  than achieved in 1971-1975. Fulfi lment of t he  
housing goal  i n   t h e  Plan depends on increased  fnves-hent  
eff ic iency and use of private  funds.  Workers1 s a l a r i e s  c?lzd 
savings  have  been  docked to pay much of the  cost  of repair ing 
b o t h   i n d u s t r i d  and housing damage wrought by the  esrthquake of  
L : t h  Ivlarch. Recent ly ,   t a rge ts   in   the  Five-Year Plan have been 
revised downward f o r  s o c i d   s e r v i c e s  and upward for i n d u s t r i a l  
labour   product ivi ty .  kiiher, a new pension law of last June re- 
quired  f ive  addi t ional   years  of work t o  become e l ig ib l e  f o r  
retireraelle a' .nuaber of llomanian coal  miners  stoppe6 work f o r  
severa l   days   in   p ro tes t .  

7. The Rommian worker i s  being  asked t o  work harder and 
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-5- A~j127-WFf 327(2evised) 

Investment 

8. Capital  e-  enditure(1)  reached  almost 150 b i l l i o n   l e i  
i n  1976 (1963 p r i c e 2  y the   h ighes t  amount recorded so f a r p  even 
though i t s  growth r a t e  was the  lowest in   the   per iod  1970-1976 
(+8,0 2%., .as  ..in. .'i973; Plans 19.475). By the  end of last year t h i s  
trend was seen  as a t h r e a t  t o  the  overall   f ive-year .ilwes-i;ment 
target  (annual  avera  e: +12.9?/0) a d  Romanian planners  f ixed a 
high 1977 object ive t? +16.7$) Resource constraints  could  not 
however, be eased.  ,Ulocations t o  investment  under  the  Five- 
Year Plan were revised downward ear ly  this year. Xot sur- 
prisingly,  President  Ceausescu announced i n  June tha t   i nves t -  
ment spending  durira January-May had been 9 b i l l i o n   l e i  less . 
than planned,  implying a slowdotm to  a 576 artnual growth r a t e  
during  April and Flay. Only 5-f36 of inves-tnlent o r i g i n a t e s   i n  
the pr iva te   sec tor  - mainly f o r  housirg - and a large  share  of  
the  balance - accounted f o r  by the   soc i a l i s t   s ec to r   (S t a t e  and 
co-operatives) - contirmes t o  be a l loca ted  t o  t he  chernical and 
engineering  branches. It  might be reca l led  tha t  t h e r e .  have 
been a number o f  shortcomings on investments:  excessive  use of  
mater ia i s  and delays   in   cons t ruc t ion ,   cawed by poor technical  
planning,  defective  on-site  organization and 8 f a i l u r e  by both 
foreign and domestic  suppliers to del iver  equipment on time. 

P r i ce  s 

9. Unt i l  1975 adminis t ra t ively fixed p r i ces  .ri.rere 
genera l ly   s tab le .  However, i n  that  year Romacvia could- no 
l o n g e r   i s o l a t e   i t s e l f  from the  impact of world-wide i n f l a t i o n  
and r i s ing   cos t s  of r3.w mater ia ls .   In  Ju ly  1975, i n  the a f t e r -  
math of the  floods which served  as a pre tex t ,   p r ices  of some 
200 items  including  fuel consumer durables ,   coastmcJ~ion 
mater ia l s  m d  a l a rge  number o f  se rv ices  were increased be- 
tween 3% and 103$6. The authori t ies   c la imed that 'these r i s e s  
r e s u l t e d   i n  a l$$ increase  only of the consumer price  index 
(376 over 1970) More p r i ce   r i s e s   t ook   p l ace   i n  1976, When'the 
general  price  index went  up o f f i c i a l l y  by O,%:. Due to   the  
recent  hardships,  it is u n l i k e l y   t h a t   i n  1977 price  hikes  could 
go bzyond t h e  a yea r  planned f o r  1976-19230. Moreover , i n  
view of the  tension  created by Pol ish  pr ice   incyeases  a year 
ago,  Bucharest inay cont ime  the   cur ren t   p rac t ice  of holcling 
pr ices  a lmost  even and informally  ra t ioning  i tems  in  s h o r t  
supply.  In any case ,   p r ices  of  consumer durables  continue t o  
be very high in terms OP the  purchasing power of the  average 
wage earner.  

Called.  ~[!invë= by the Homaniang The &in  c@Tference 
between  the Romanian concept of investment and the  Westem 
one is t h a t  - cap i t a l   r epa i r s   a r e  exclud.ed.  l\;ioreo-j.erp t h e i r  
"investmenttt  cannot- be coinpared w i t h  hT4P - 8 s  i-t is a gross 
figure,  whereas T\W i s  ne t  of amortization. 
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Manpower 

IOe The rapid  growth of t h e  Romanian  economy has caused 
changes i n  manpower d is t r ibu t ion   th rou  h the  economy. Urban 
population,  which  represented  only 23.295 of t h e   t o t a l  according 
to t h e  1948 census  reached 43.20/(1) a t  rni~l-1975~ The s t ruc tu re  
of  emplo  ment was rad ica l ly   a f fec ted  by indus t r i a l i za t ion  
(Table 5 Y : the   share  of t g r i cu l tu re   dec l ined  from 74.195 i n  

,1950, to 77.896 i n  1975  while t h a t  o f  industry  somed fi-om 129; 
t o  30.676, T a k i n g  industry and construction  together,   industry - understood i n  i t s  broader sense - bas become the   p r ina ry  
source o f  employment i n  Romania. The migration of  young men t o  
the  towns has r e s u l t e d   i n  a disproport ionately  large number of 
ageing male workers md women employed i n   t h e   a g r i c u l t u r a l  
sector ,  The agr icu l tura l   l abour   force  w i l l  continue  to  decline 
i n  relative terms9 and the Five-Year Plan   s e t s  i t s  l eve l  for 
l980 a t  28%. Lzbour supply is also constrained i n  industry.  
Overall employment , which rose 4.. 356 per   year  duriAr: 'l971 -7 975 
i s  projected t o  grow 3-3.656 annually  during 1975-1980. To 
remedy shortages,  Ceausescu l a s t  June  announced tha t  thousands 
of  services  workers would be sh i f t ed   t o   i ndus t ry  md agri-  
cul ture .  

'1 l. Original   p lans  t o  reduce  the  standard  working week 
from 48 t o  4-4. hours seem to have been  postponed until the 
eight ies ,   a l though Ira gradual  shorteningsi w i l l  reportedly  begin 
i n  1978. This year's  earthquake has given  the  authorit ies  an 
addi t ional   pretext  t o  delay  the  reform. 

D. SSCTOPJL TRBYDS 

- Changes i n  economic s t ruc ture  
12. The drop i n   a g r i c u l t u r a l  employment in recent   years  

has not  been accompanied by a similar decl ine in share of  
a g r i c u l t u r e   i n   t h e  MIP. Indeed, as shown i n  Table 6,  this 
share was only 2-57; l e s s  i n  1975 than i n  1970, whereas the 
agr icu l tura l   l abour   force  was down  by 11.3L This increase   in  
agr icu l tura l   p roduct iv i ty  is a f ea tu re  of  t h e  development  pro- 
cess  and may be ascribed - among o the r   t h ings  - t o  a ce r t a in  
hidden underemployment which ex i s t ed   i n   t he   ru ra l .   a r eas .  

Agriculture 

A3. Apart from natural   calamit ies  which damaged both 
crops and animal  stocks i n   t h e  l a s t  years ,  Romanian agr icu l ture  
suffers  f r o m  s t ruc tu ra l  weaknesses, ski l led  labour   shortage on 
the  land and inadequate   ut i l izat ion of  ava i lab le  farm machinery 
W ex  presents some of the re turns  of the l a s t  

census,  conducted i n  January, 1977 
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-7- AC/127~?~T/527&~evised) 

and  technclogy.  Productivity  in  the  socialized  sector, which 
comprises 9535 of arable lands (2196 S t a t e  an6 7&i co-operatives), 
remains low i n  conparison with t h a t  o f  the sma.l.7, pr iva te  farms, 
Indeed,  private  agriculture,  which disposes of  12.6yA of t h e  
arable lands (4*7% privaLe  farms plus  7.9; ind iv idua l   p lo ts  of 
co-operative  farmers)  but has almost 30 farm machinery, 
accounted i n  1976 for 4336 of t h e   c a t t l e ,  27.2% and 4.5 .S:< res -  
pect ively of p igs  and sheepo 5?8$ of the milk production, 429: 
of the  wool production, 6276 of egg production and 5296 of %he 
potato  crop. ?!ith a 17.27; growth ra te ,   the   overa l l  1976 re- 
s u l t s  of agriculture  are  impressive and contrast   wi th   the 
extremely  sluggish  trend of t he  previous th ree  years (Table 7). 
Nevertheless,  the Rcmmian plamers  seem t c  have  expected even 
b e t t e r   r e s u l t s   i n  many branches  (Table S). 

l&. Agriculture w i l l  receive on ly  11 *6:6 of t o t a l  invest-  
ruent i n  fhe  '1976-3990 Plan, compared with  about 1356 i n  197'1- 
1975 e Kevertheless, -bis will enable the  cowltry t o  put a n  
ex t r a  150,000 ha, (a'155';) of land  under  cult ivation. The area 
of  i r r iga ted   l and  w i l l  be doubled t o  three  mil l ion  ha.  Sub- 
s t an t i a l   add i t ions  to the machinery pool a re  envisaged, 2nd 
the  use o f  chemical f e r t i l i z e r s  i s  t o  be r a i sed  t o  280 k g f s  
per  ha. by 1980, As manpsrh~ar i s  becoming a m a o r  psoblen,  
ag r i cu i tx ra l  wages a r e  to be ra i sed  - i n   t he   con tex t  02 an 
overa l l  pay rise of around 30% by I980 - and  pensions  are t o  be 
ev?;en&ed. %O pr iua te  P Û ~ ~ T S  tao.  However, t h e  r i s e  ~~6.1- l  ' b~ ,  

and cnly ?OC4 in t h e  Co-opera-Live one e 

These masures  are no t   su f f i c i en t  t o  bridge  the gap between 
agr icu l tura l  and- industrial  renumerations m d  are  ml- ike ly  t o  
be a su f f i c i en t   i ncen t ive  f o r  t he  young to r e m i n  i n   t h e  
rural areas .  

$J$ in -:ciG jJ'gz-ce ~el3~go-p .̂ . I 

15. Although imlustry remains t h e   p r i o r i t y  sestnr and 
i t s  l976 rate of grow-kh was higher % h a  planned,  the 11.5$5 
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money wages will grow by 38%(1). The h ighes t   indus t r ia l  wages 
(and wage increases)  w i l l  be paid t o  workers i n  underground 
mining,  engineerin! and metalworking , while  increases xi11 be 
lower i n   l i g h t   i n d u s t r y .  XngineerS and forenen  are  placed  in 
the  category of "productive  technical  personnel's, which w i l l  
e n t i t l e  them to 20% higher wages than s k i l l e d  workers. 
Pensions for industr ia l   workers  will increase ,   in  the  q976- 
l980 period by an average 23.2$ .( agricu1.tur.e: +20$). Final ly  y 

8s of 1 s t  Julys 1977 no income t a x  w i l l  be paid  d- i rect iy  by the 
workers:   individual  enterprises w i l l  pay some form of com- 
pensatory tax t o  the  State  budget a t  r a t e s   f i x e d  f o r  each 
indus t r ia l   b ranch(2)  

Energy 

1'7. The energy  sectoro which is  o f  c r i t i c a l  importance t o  
t h e  economy, poses  special  problems. Its growth  has  been  well 
below average  industr ia l  growth i n  recent   years  (Tabla 9) e 

There i s  a de l ibera te   e f for t  t o  conserve  energy, The 9976 Plan 
c a l l e d  f o r  a production of 26,800 mil l ion  cubic metres OP 
na tu ra l  gas b u t ,   i n   f a c t ,  29 8311 were produced and comumed. 
Although t h e   t h r e e   b i l l i o n  rn3 overproduction  helped t o  rilaintain 
industrial   production  despite  disappointing cca l  outp\?.-l t h e  
leadership was extremely  concerned  about the  impact of these 
dev@lopaents on i t s  conservation  policy and s t ressed 'Che in- 
portance G f  s a v h g  energy.  Indeed, t h e  country f s 1îa"cural gas 
reserves,   estimated  at   around 220 b i l l i o n  cubic aet;resg  are 
suf f ic ien t   on ly  f o r  7-8 years a t  cu r ren t   ex t r ac t ion   r a t e s  and 
o i l  reserves  - es t imated   a t  150 mil l ion  tons (proved.) - w i l l  
l a s t  for some ten   years  a t  current ra tes .  Zxplora-kion i n  the 
Black Sea i n  1977 has  yielded  promising results but t h e  s i ze  
of deposi ts  i s  s t i l l  unknown: for the near -term a t  l e a s t ,  
Koruania i s  running s h o r t  of domestic  energy  resources. 

1.1 1 It night  b e :loted=at  the  precise a r a o u ~ c r e a s e s  1 s  -,. " 

not  ul-te clear,  Indeed,  the  Council of S ta te  Decree 
l88 ? June 27th, 1977) which followed  the hike amfiounce- 
ments only nentioned a 3O.00/; f igure  with no spec i f ica t ion  
whether it will be r ea l  o r  nominal. Probably it will be 
nominal. 

(2 )  This  does  not meai? t h a t  t h e  take-home pal7 i s  higher  now. 
Indeed,  present  salaries of workers are  still equal t o  t he  
n e t  income received  before the  d i r e c t  jacome t a x  was 
abol ished.   In   effect ,   the   incoxe  tax i s  s t i l l  imposed but 
a worker i s  no  longer aware of the mount of h i s  contr i -  
bution, The chaage i s  an adlninistrative  one, 
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18. In  1976, f o r  the f i rs t  time, Romania became a ne t  o i l  
importer. The de ta i l ed  energy  plan  for 1976-'l98C (publishbd in 

continued growth o î  t h e  economy and energy  dernad at, pas t   r a t e s  
would require  an II mill ion ton increase  over 1975 i n  ne t  o i l  
imports i n  '1980 (TaSle 1 l ) A t  $12.50 per  ba r r e l  ($91.25 
per  ton.) , this Would add over '  $1 b i l l i o n  t o  Romnia's  already 
strained  hard  currency  financing  requirements. The o i l  import 
p lan  nay accordingly  have  been  revised downward a t  Kle expense 
of industrial   production. Other power sources will not f i l l  
the gap. The Five-Year Plan c a l l s  f o r  doubling of production 
o f  coal  (mostly low q u a l i t y   l i g n i t e  and brown coal)  - an un- 
realistically high target. On the  o the r  hand, the  construction 
of  new nuclear power s t a t i o n s  has been postponed m'ci1 a f t e r  
1980.  Nuclear e n e r a  i s  not a short-term  alternative t o  
declining o i l  and gas  1-esources, Romania has beei? negotiating 
with Western countr ies   (especial ly  Canada)  for many years f o r  
the  purchase of auclear   pmer   p lan ts .  Moreovsr, the  o ~ l y  con- 
t r a c t  concluded so f a r  (with  the  Soviet Union f o r  t he  delivery 
o f  a 440 PR; s t a t i o n )  has bee3  cancelled.   Further  negotiations 
w i t h  the  United Kingdom, Canada and the  Soviet  Union a re  
reportedly  taking  place a t  present.  

' Revista Econorilica on 6th and Zjird July,  1976) indicates  that  

Const-ruction 

19. Although no off ic ia l   implenentat ion f igures  were 
released, it i s  highly  improbable  that   the over-ambitiDus 21% 
growth t a r g e t  f o r  1976 has been f u l f i l l e d .  Indeed, bo+h the 
s t a t e  housing and the  investment  plans were underfulBiLled. 
Moreover, the   increas ing   pr ice  of construction material. has 
slowed down pr iva te  buildipg . There werep in   fac- t ,  
def ic ienc ies   in  t h e  construction  industry and i n   t h e  acsem51y 
or" equipment Which '!led to   de lays   in   the   comi iss ioniw XZ some 
uni t s  and t o  f a i l u r e  to reach  the -investmen'c targets ' i  
(Ceausescu). 

Transpor t  

20. The plan f o r  merchandise  transport was underful- 
f i l l e d  (Plan: 5.8%; a c h a l  5,2$) and t h e  growth of t h e  sector  
a s  a whole was probably t h e  luwest i n  the  last SeVeil years as 
passenger  transport  fared poorly (+Oe&).  However, it i,s not  
3asy t o  explain why t h e  transport sector ,   especial ly  cournoditg 
t ransport ,  has been so s luggish  ( the 1977 P l a l  p:covides f o r  a 
3% increase only) i n  comparison with hTQ and i ndus t r i a l  
a c t i v i t i e s ,  -to whichh it is  an indispensible co~1plenei~t.  

" M A T O  R X S T R I C T 3 D  " 
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21 Romania c a r r i e s  on more than half of its t r ade  with 
non-Communist nations.  Trade with t h e   l a t t e r  has increased 
rapidly:  the  share of I lcapi ta l is t”   countr ies  in Ilornanian t rade 
increased Trom 35.796 i n  1970 t o  38.176 i n  1975 aad that with 
Less  Developed  Countries (LES) rose from 8.1% to 15.536 
(Table 12). The share o f  t r a d e  with the   industr ia l   Xest  is  
expected t o  d e c l i n e   s l i g h t l y   i n  the current  f ive-year  period, 
the gap be ing   f i l l ed  by the  developing  countries. 

22. The share of  t rade  with CIGA in   gene ra l ,  and t h e  
Sovie t  Union i n  pa r t i cu la r ,  has been s teadi ly   dec l in iag   s ince  
Igc jo ,  although  the USSR remains t h e  main t rading  par tner  .of 
Romania. The l a t t e r  has t o  r e l y  on imports OP raw mater ia ls  
Î r o m  other  sources and i t s  dependence on these has increased 
apace with indus t r ia l iza t ion(  7 )  The d i v e r s i f i c a t i  on of 
Xonaniafs  imports away from t h e  USSR has enabled the   l eader -  
ship t o  carry  out  autonomous economic policies.   Indeed,  unlike 
o ther  East European countr ies ,   the  Romanians have  been l i t t l e ,  
i f  a t  a l l ,  affected by Soviet   pr ice   increases .  

23. l n   t h e   c u r r e n t  Five-Year Plan period  the East 
European sha re   i n   t he   vdue  of Romanian t r ade  may increase 
s l i g h t l y ,  as the  CPEA upward pr ice   revis ion  begins  -to take 
effect .   Nevertheless ,  Romania continues t o  be a se l ec t ive  
p a r t i c i p a n t   i n   c e r t a i n  CMEA a c t i v i t i e s .  In 1976-1980 t rade  
with t h e  USSR is  expected to  grow at a s low pace with Little 
increase of Soviet  exports of raw mater ia ls ,  even though t h e  
Romanians i n s i s t  that  t h e  Zoviets start off-set t ing the i r  
t r a d i t i o n a l   t r a d e   d e f i c i t s  with some o i l  exTorts ( u n t i l  now 
Romania has not  irnported any Soviet  o i l  bu t  exported a small 
quant i ty  of petroleum  products t o  -the USSR).  Al.e;hou[;h she  has 
a surplus with t h e  USSR since 1970 (according t o  Romnim . 
f igu res )  it i s  unl ikely that Romania could persuade ‘ch, ,=l USSR 
to  export   crude o i l  to h e r  during  the  current  pla;? period. 

24. Foreign  trade turnover i n  1976 reg is te red  a 1h.555 
increase (‘JLk.995 i n  exports and 14.496 i n   impor t s ) .  The 1976 
plan t a r  e t s  were  exceeded and the  trade  balance showed a 
surplus  ‘i exports: 30.5 b i l l i on   l e i ;   impor t s :  30.3 b i l l i o n ) .  

””“ N A T  O R % S T R I C T E D  
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Alt210~1g.h a breakdown by area i s  not  available,  data re leased  so 
fa r   sugges t  tha'c the   s t ruc ture  of t he  Romanian tracle  balance 
has rrot changed: surplus  with the  USSR, CNEA and o t h 2 r  
Communist countr izs ,  as a whole, as   wel l  as w i t h  developing 
coun t r i e s ,   bu t   de f i c i t  w i t h  the  industrial  Nest.  !!evertheless, 
t h e  magnitude OP t h i s  d e f i c i t  i s  being  reduced,  Indeed, a re- 
view of .  t r a d e  s ta t is t ics  of the   p r inc ipa l  14 indus t r ia l ized  
countries which represent  over of Romania's hard currency 
trade,:.shows t h a t  Romania has reduced i ts  t r a d e   d e f i c i t  with 
these  countr ies  fmm 596 mil l ion dollars i n  1974- t o  14-5.6 
mill ion i n  7976, This was a r e s u l t  of Romania's del ibera te  
attempt t o  s t r i v e  f o r  b i l a t e r a l   t r a d e   b a l m c e  wit31 i t s  hard 
currency par tners  .anci more. ~succe~s-ful  penetration 0.f' ?Jest ' ' ' 

German9 US, Swedish alxi Dutch  markets by Romanian exports. 

Hard curx,ens,irzdebtedness 

25. As a r e s u l t  of t h e   s t r u c t u r a l   d e f i c i t  with t h e  West 
( resul t ing fmn imports of machinery,  equipment and tech- 
nology) p Romania experiences a persistent  shortage OP hard 
currency and a growing leve l  of indebtedness. The latter is 
n o t  only b i l a t z r d .  but a l s o  mu.ltilatera1 towards "&e IPF md 
the 'idorld "Yank. The l a t t e r   i n s + i h t i o n  has helped I-loinzilia 
f inance  large  scale   infrastructure   projects  ailcl- indus t r i a l i -  
zat ion (same ezergency a.id was of fe red   a f t e r  t h e  Xarcl? 'l 977 

n e s s  wxCk!. 52;a-n -!a be l e s s  woi-I' ing  than fGr o-bhes..  @ox_;snm.;nis% 
countries:  as shown i n  Table '1' 7 , Romania occupies  the medium 
poirrt i n  the  ranking of  indebtedness   af ter   the  USSR, Poland and 

Czechoslovdcia(?). The coruitryfs  indebtedness  ratio,   i .e.  h r d  
currency  debt as a percentage of exports  t o  hard curi-ency 
countr ies ,  i s  r e l a%ive ly   be t t e r  (Table 13) than th2.t of  o the r  
socia1,ist countr ies .  

e2L --+"?~~~a.tl- W.+i!C..-. " e ,  . 03 -th.e &o?,c t he  leve l  of ha.rd currency FndeSted- 

zar;$ Germmy bnt  before Hungary Bulgaria and 

F CONCLUSIONS AKD F-$jlSJ?ECTS 

26. The Roxm.ian planners have set   ambit ious  targets  f o r  
'1977. Indeed, the  lower thm- average 1976 plan (-I-10.5;J f o r  
KPP) has mad-e it necessary t ,o r a i se   t he  797'7' tzrge-t (+l? .3$) 
.i-f t he   ove ra l l  f ive-year  y lan  is t o  be f u l f i l l e d  (4-1 l$ on 
average) However t h e  '1977 prospects have be en  sonewhat 
dlmned by the  eart-,lzyuahre e a r l i e r  -this year. The epicentre  was 
some 75 miles north e a s t  of Ploiesti, &he c a p i t a l  of t h e  o i l  
in&;rstry. Dmages were reported t o  some r e f i n e r i e s  and petro-  

nore  p rec l s r  G?ZfEZE~on 0n-1 c6apmGWe 
posi t ion 2.s fa r  as indebtedness i s  concerned  can be 
derived f m a  %he debt-, s a r v i c e  r a t i o s ,  i , e .   t h e   r a t i o  be- 
tween repayments 011- medium md LOI. -term debt PLUS i n t e r e s t  
on t o t a l  debt z~d total-  exports 3 able  'i&) . 

""" sir" -a 
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chemical works. The Bucharest   industrial   area was also h i t .  
Many buildings s t i l l  i n   u s e  were weakened by the  earthquake 
and a re   s t ruc tu ra l ly   un re l i ab le .   In   t he   ag r i cu l tu ra l   s ec to r ,  
10,000 heads of c a t t l e  were reported l o s t ,  which will f i r ther  
slow down t h e  ra te  of increase of  meat output. 

27. The t o t a l  c o s t  of earthquake darmge was assessed a t  
I O  , b i l l i o n  lei, i .e .  less t h a n . 6 7 6  Jf. t h i s   y e a r ' s  investment 
and l e s s   t h a n  IS6 of "ce  five-year  planned  total. This damage . 
adds t o   t h e   c o n s t r a i n t s  o f  hard  currencyp  energy, labouro and 
investment noted above. It is, therefore  y unlikely t h a t  the  
product ion  targets  of t h e  Five-Year Plan will be f u l f i l l e d .  
The nain  area where the impact of t h e  earthquake will be r e a l l y  
f e l t  seems to be consmeris welfare. It is  probably t o  o f f se t  
the  adverse  effects  of this s i t u a t i o n  tht the  rdgine has put 
so  much s t r e s s  on forthcoming wage and pension  r ises ,  

28. To suril  up,   the  main c h a r a c t e r i s t i c s  of the  Rommim 
econoay in the   years  t o  corne a r e   l i k e l y  t;o be the  f o l l o v ~ -  
ing: a s lower   r i se  i n  standards of l i v i n g ,  8 decelerat ion i n  
t h e  overal l  grwwth r a t e ,  and a lower  investuent  rate.  Unless 
s t r a i n s  on -&e populace - and on hard  currency supplies - 
become in to l e rab le ,  however, the  unrelenting  drive f o r  
indus t r ia l iza t ioz   coupled  with migration will continue A 
degree of economic rapprochement w i t h  t he  USSR i s  l i l r a l y  to 
take place  dictated by mutual i n t e r e s t  and t h e  E:omai:im des i re  
t o   s t e p  up raw a a t e r i a l  imports t o  balance its current   t rade 
surplus with that  country.  Nevertheless, this rapprochement 
w i l l  not iraply a substantial  econonic  dependence on .the USSR, 
The main obs tac les  t o  t h i s  are:   (a)   the  primacy of 
Bucharest's  independent  foreign  policy, (b) constrair , ts  on 
Soviet   exports of t h e   c r i t i c a l  energy and n a t e r i a l s  Rormiia 
needs, and ( c )   t he  corizpeting a t t r a c t i o n  of Western -Lechnology. 
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".S MAIN SOURCES 
-upp. 

. .  l i c i i  y__p Social is te   Roamis. ,  especially 

A.T., 'QReslisation de l a  Roumanie en 197431, idem 1975, idem 
1976, i n  Loux-ier des pays de l.! es2 

United S t s t e s  Eabassy i n  Bucharest, dispatches 

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



-1 - 

-IOO.O 
90.6 
9G.2 

100.2 
97.6j98.2 - 

Sectoral  variables 
1u1p3 I 2  D

E
C

L
A

S
S

IF
IE

D
 -

 P
U

B
L

IC
L

Y
 D

IS
C

L
O

S
E

D
 -

 P
D

N
(2

01
2)

00
03

 -
 D

É
C

L
A

S
S

IF
IÉ

 -
 M

IS
E

 E
N

 L
E

C
T

U
R

E
 P

U
B

L
IQ

U
E



p- " - 

Capital expenditure 
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t t 

; 1 

Cattle'(th. heads) i 69?26  ! .6,620. 6,349 ! 
i 3.5 1 P i g s  (th. heads) 8,812 110,250 10,192 1 15.7 
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1 " .  , 

! 
194 

, l82 
1 46 
170 
136 

1 164 

230 
208 
1 61 
l 77 
1 43 
'1 84 

f 

139 1 7.5 191 ' 11.15 
173 I 7.6 

205 ! 11.5 

TABLZ I O  

t 

O i l  and gas 
i f Coal 19.7 23.5 

Vat e r  3.6 4 -  G 1 Secondary sources I 3.3 1.9 
I i "_n_ 

+:- Approxinstely two t h i r d s  gas and one third 
oil 
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Tota l  Xnergy 

Including: 

Crude o i l  
Coal 
Hydro- 
e l e c t r i c  

To ta l  Energy 

- Including: 

Crude o i l  
Natural gas 
Coal 
Hydro- 
e l e c t r i c  

1975 Result  i 
Doiilestic Denand 

5 1;. 

43 
1 1  

l 

75 

26 
2E 
18 

l 

52 

-14 
7 

7 5  
29 
13 

1 

- 2  

l 
- L:. 

4- 1 

"1 5 

-10 
1 

- 5  

- 1  
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( B i l l i o n  US dol la rs )  

* Repayments  on medium and long-term debt plus interest  on t o t a l  
debts as a percentage of export to   the  developed West. 
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Bulgaria 

Czechoslovakia 

East G e m m y  

Hung a-ry 

F O l W d  

ROEXZI l a  
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1940 
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1 9 5 s  
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1953 
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1,955 

1956 
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1958 
'1 959 
1960 

I 961 
1962 
1963 
1964 
1965 

1966 
1967 
1968 

1970 

1971 
1972 
'1 973 
1974 
1975 

1976 

1969 

- 

GNP 
(billion 
curren t  

S) 

19.0 

25.2 

33 88 

36.9 
40 .O 
43 03 
47.5 
51.4 

16 . 000' 
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17.829 
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18 A03 
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19 -285 
19.721 
20.018 
20.253 

20.470 
20 . 663 
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73 
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1 O9 
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I 61 
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I a4 
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212.lb 
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229 

' 361 .9 

400.0 

Noter : a. T i l l  1965 : 1959 prices - After 1965 : 1963 rieas 
1963/1959 : 99 . 6541 

tnvestment 
(million 
1ei)a 

n.a. 
5.0 
6.3  

8.6 
.l1 03 
74.4 

. -9  3 .O 
A!+ .6 
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-1 0- ANNEX to 

TABLE 16 

ROMANIAN POPULATION AS OF JANUARY 1977 

Romanians 
Aromanians 
Maceao-Romanians 
Hungarians 
Szeklers 
Germas 
Saxons 
Swabians 
Gypsies 
Ukranians 
.Ruthenian S 
Serbs 
Croats 
Slovenians 
Russians 
Lippovan 
Jews 
Tartars 
Slovaks 
Turks 
Czechs 
Greeks 
Polish 
Rrmenians 
Other n a t i o n a l i t i e s  

TOTAL 

-?9’,00’l ,721 
644 

1,179 
1,705,810 

348,444 
5 , 930 
4,358 

l ., 064 

229 y 986 
54,429 

98s 
34,034 
7,617 

707 
20,653 
II ,494 
25,686 
23,107 
22,037’ 
23 t 303 
7,756 
6,607 
4,756 
2,436 
4,141 

21,548,887 

Percentage 

88.137 
’. 003 

‘0.005 

7.912 
0.004 

l .616 
O. 028 
O e 020 
1 .O67 
O. 252 
O 003 
0.158 
O .O35 
O. 003 
0.096 
O.. 053 
0.119 
0.107 
0.102 
0.108 
O. 036 
0.031 
O .O22 
0.011 
0.019 

100.0001, 
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"l 1- ANNEX t o  
AC/12f-W/527(Revised) 

EASTERN EUROPE: NET HARD CURRENCY DEBT 

Eillion US $ 

T o t a l  Ket Debt of  which: 

USSR 
Poland 
Eas t  Germany 
Romani 2. 

Hungary 
Czechoslovakia 
Eulgaria 

Portion held by Commercial 
Bamks in the West(l)/(2) 
of which: 
IJSSi? 
Poland 

: 

'1 970 

C;. 5 

1.3 
0.8 

l.@ 
1m2. 

0.6 
O. 3 
0.7 

- 
- 

0.5 

n. a. 
n.a. 

18.2 

5.0 

3.9 
2.8 

2.6 

- 

1.5 
1.1 
1.2 

6.4 

-0. l 

1.7 

1375 

23.3 

10.0 

6.9 
3.8 
3.0 
2.1 

1.5 
l .a 

15.3 

4.7 
3.4 

20 .6(3)  

7.0 
G.4 

Data include net East Euro. ean l i a b i l i t i e s  i n  ldestern dones- 
t i c  currencies as well as R rocurrencies. The datz s e r i e s  
i s  inconsis tent  because of  reporting changes .over time. Th( 
1970 dats   represent   ne t  liability posi t ions vis-&vis repor- 
t i n g  banks i n  Belgium, France, Germany, Italy, t h e  Kether- 
lands,  Sweden, Switzerland, and t h e  United Kingdom. The 
1974 data  e l s o  include  report ing vis-à-vis b a n k  in 
Luxembourg, Canada, Japen, and t h e  US. Yearend dntp for 
1975 and for t h e  t h i r d  quarter  of 1976 include p s i t i o n s  
vis-à-vis offshore  branches of,US banks. 
kstlrzated.  Incomplete  regorting from Swiss, Camdian, US 
and Japanese banks precludes  a .precise  breakout of  n e t  
l i a b i l i t i e s  by individucl  fikt 'Up-opean coqntry. 
As of 30th Septelnptir, 10976, 

, . .' - 1  
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