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ECONCMIC TRENDS IN ROM/INIA
Note by the Iconomic Directorate
A.  INTRODUCTION

Despite the cuccessive natural disasters - floods
in 1975, droughts in 127€, earthquakes in 1977 - which the
Romanians have had to face, their economy remains the fastest
growing in terms of National Income of the East
nations (Table 1): in 1977 it increased by 8.6k against &
Plan of 11.3% whilst industrial output grew by 42.5% (Plan:
10.5%). However, failures to reach individusl targets
reflect difficul%ies in economic developments which are
causing considerable concern to the Romanian leadership.
Particularly wcrriing is the failure in agriculture where
the menpower surplus has practically disappeared, in
investment which has not kept pace with plans for sevcral
years running, and in energy where the country is now =2
net oil inoporter, Labour unrest presented its post spectacular
demonstration in the strike of 35,000 miners in the Jiu
valley in Zugust 1977, which wes settled only after the
intervention ol Ceausescu. The top level reshuffle
of Duccuaber 1977 andé March 19738, cerried.out in the
accepted style of Ceausescu's rule, may have beén an
iomediate consequence of these difficulties, but whatever
their immediate causes they show a desire to concentrate on
iaproving the economy.

B. PLAN IMPLEMZNTATION

(a) Annual Plen

2. lihereas in 1976 most Plen targets were met, the
1977 annual Plan was underfulfilled in all major sectors
except industry (Table 2) which recorded 2 101.8 index of
Plan fulfilment. The moct important failure was in egriculture.
In construction precise fifures are not available but the
Plan was probably unfulfilled and in the housing sub-sector
only 75/ fulfilment obtained with just a few thousand nore
new dwellings beirng built than in 19076.

(b) Iive=Year Plan

e The two most recent Five-Year Plan revisions announced
on 11th July and 27th October, 1977 and approved in December
1977 were upward revisions., Attainment of these increased
growth targets secen all the more unlikely in the light of the
1977 results which are all well below the new aims (Table 3)
with the exception of industrial output and labour productivity
in industry. There scems little hope that the investment
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policies can be reconciled with the demands of the population
for iuprovements in the standard of living. The possibility
of meeting the revised goals seems even more reuote when

the performance of 1976 and 1977 and the 1978 Plan are compared
with the Five-=Year Plan targets (Table 5): the analysis
suggests that even higher targets for 1978 would be required

to fulfil the Five-=Year Plan.

Ce. LGGREGATL TRENDS
(a) National Income

4, 1977 Netional Income(1) reached an estimated ‘
434,4 billion lei (81 = 12 1ci) at constant 1963 prices (Table 6)
corresponding to at least 545 billion lei in current prices.
Rapid National Income growth, at 8.6% continued (Table 7),
although this was less than in previous years and less than
planned (11,3%), This high growth rate was attained through
increasing labour procductivity, the high investment levels
of past years, and a continuing transfer of labour from
agriculture to the more productive industrial sector. Indeed,
while total manpower was static in 1977 - or even decreased
slightly - industrial employment, calculated indirectly from
output and productivity data, increased by 2.5}, more than
double the Plan (1.2%). However, the exodus from the farms
cannot be allowed to continue indefinitely as rural areas are
already plagued by a2 shortage of young, 1led

nanpower,

(b) Consumption

5. As no aggregate monetary figures for consumption are
available trends are derived from retail sales and social
services, For the latter, the¢ revised version of the Five-
Year Plan provides for an increase in growth rate from an
average annual 119 to 11.9%, thus confirming social services
es the most dynanic component of aggregate consumption. They
are planned to grow more rapidly than Natdonal Income (11:.)
in sharp contrast with retail sales (most of personal con-
sunption) at 8,7x. lowever, given the overwhelming weight of
the latter in totzl consumption, this will grow less than
liational Income in the current guinquennium. The gap between
consumption and Nstionsl Income increacses is confirmed by
last year's results (retail sales: 6,7%; National Income: 8.6%
and this year's Plon (retail sales: 105:; llationesl Incoae:
11-11.54). For the record, retail sales are as =2 rule about 2%
below National Income targets and results, while investment is
around 25: above then,

7150 Known as Net wraterina oduct (P)
NATDO RESTRICTED
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(c¢) Investment

6. In 1977 investment reached 169 million lei (in
1963 prices). Although this represents a very high share
(39%; of the netional product and grew rapidly (141.5% over
1976), for the second year running, the proportion fell
considerably short of the Plan (15.73%) whicih had been set
high in order to make good previous delays. Although the
Plan was not fulfilled the final 1977 results are a success
in view of the sharp slowdown registered in the first months
of the year: indeed, Cezusescu had announced in June 1977
that investnent spending during January-May had been 9 billion lei
lass than planned, implying a slowdown to 2 5% annual growth
rate during April and lley.

(d) Prices

7. LAduinistratively fixed prices have been generally
stable in the seventies, The retail price index increased by
an annuzsl 0.5% over the period 1971-1575. In 1977 the incresse
was of the same magnitude, Romanian price authorities have
thus honoured their engagement not to let the price index rise
ebove the 1% planned as an annual average for the period
1976-1980 even in the face of considerable pricing probleas,
It seems that, in view of the tensions created by price
rises, as for exsmple in Pcland, Bucharest much prefers the
practice of holding prices at zlmost constant levels and
informally rationing items in short supply. However this
iethod has its drawbacks too: for exarmple, the Jiu Valley
niners were exasperated - among other things - by lack of
staples, no matter how constant their price had been kept.
Prices of consumer durables continue to be very high in terms
of the average reel earnings.

(e) Wages anc Vork Hours

8, Per capita real income distributed nmainly in the
form of salaries and wages went up by 5.7% in 1977 (Plan:
5.9-6.3%), one of the lowest growth rates in the seventies,
To a certain extent salaries and savings h=ave been docked to
contribute towards the ccst of repairing industrial and
housing damage wrought by the carthquake of 4th lMarch, 1977.
This disaster also gave the authorities a reason to delay the
reduction in weekly working hours to 4%, which should have
been intreoduced gradually Ifroa 1977, In 1978-1980 work hours
should be brought down from 48 to 46 but dwring 1978 only 15
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to 20% of all emplovees - mostly in industries wvhere a high
percentage of wonen are employed - will benefit from such a
reduction; 40 will get it in 1979, while the renainder will
have to wait until 1930, The full reduction to 44 hours will
not be attained before 1987 and there is no information about
the rate of reduction in the period 1981-1983. However, even
these concessions are subject to a clause whereby any enter-
prises not meetinz productivity, quality and output targets
will have to revert “"temporarily” to the old 48-hour work
week,

9. If econouic growth is to be sustained in presence of
a stagnating labour force = as that of Romania - and reduced
working hours, labour productivity nust be vigorously fostered,
This is reflected in upward Five-Year Plan revisions (industrial
labour productivity from 8,5 to 2.2% annual average) and in
turn requires better naterial incentives, This is recognized
in the plan to increase per capita real income in 1978 faster
than in 1977 (7.9% vs. 5.7%). 4&lthough the growth thus
envisaged is less than the planned National Income growth
(11=11,5%) it should go some way to improve the standard of
living(1). Even greater incentives, though, can potentiali{
result from yet another reform, that of profit sharing whi
the Ronanian leadership is now widely advocating.

(f) Profit Sharing

10. In February 1978, the intrnduction of a profit
sharing systen was d: ~~us-:1 -1¢ a- -oved by the Council of
Jdnisters, it pi Ji..” = broad catline ol the reforu is
known., The annual. ouvauses. vhe custonary end-oi-mnonth bonuses
for special achievements, and possibly even the current bonus
fund may be chen~21 or wlhiolly replacel under the new law,
which 1s sinil:c: (o one existing in Hungary., It appears that
the new law is a proaising step since it makes 1t possible for
workers to have a hizher inconme than that provided under the
current "Law on henuneration of Labour®, 1In fact, the current
law places a linit of three nonths wages of extra remuneration
for each worker curins =z wear, By profit sharing apparently
the workers will t2 oble to exceed this linit, as their share
will depend solely on the prorits of the enterprise, 4An
izportant fecature of the system is that producers for exports
will be pernitted to obtain a part of their profits in hard
currency an? har’ currency iuided trips abroad for the
personnel will be orgcenized,

(7] IT Is also worth uentloning that as irom 1st July, 1977 no
income tax will be paid by the workers: individual enter-
prises will pay sone forn of compensatory tax to the State
budget at rates fixed for each industrial branch, This
does not mean an increase in the take-home pay. Present
salaries anc wages are still equal tc the net incones
received before thr direc*t i.come tax was abolished,

The change is an adniristrative one.
NATDO RESTHRICTED
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11. The profit shering scheme, besides encouraging
nroductivity, is part of a series of measures designed to
increase generzl earmings and raise the entire population's
living standards, According to the recent #*Prograame to
Raise the Living Standard in the 1976-1980 Period®, ireal
averapge remuneration in 1980 is to be 32.7% higher than in
1975, instead of the 18«22% provided in the original version
of the current Five-Yesr Plan, or the 18-20% provided by the
11th Party Congress directives, However, until Socialist
denocracy and workers?! self-nanagement rsally exist, the
profit sharing scheme may serve as a2 way of passing sone of
the blane for low living standards fron the régire's shoulders
on to the enterpriscs and the workers thcuselves,

(g) Manpower

12. From the point of view of growth, the leacdership
scems to be most preoccupied by manpower: 1ts overall growth
was only 0.,6% a vear in the period 1971-1975 and appears not
to have exceeded 0,35 in 1976-1977. In the latter year the
overall manpower level appears to have remained stable, as a
result of lower birth rates in the late fifties and longer
schooling now provided. Although last year'!s figures are
given with reservcotion, because they were estimeted indirectly,
the deceleration in manpower increases is nade licit by a
nuiber of figures oificially released. For exa:;ge, the
nunber of workers and employees, i.e, excluding co=operative
menbers, increesed at an average 4,3% in the period 1971-1975,
but will be up by only 3=3.6% at the end of the current Five-
Year Plan., To renedy the shortages, Ceausescu announcec in
June 1977 that thousands of service workers would be moved
to industry end agriculture, i.,e. to nore productive sectors,

D. SECTORAL TRENDS
(a) Agriculture

13, Although the cash income of faruers rese 5,9% over
1976, in line with a planned growth of 6.6-7.1%, 1977 was a
particularly bad year for Romanian agricultuwre, especially by
comparison with 127¢, certainly the worst in the seventies
(Table 10) and well below the average of 6,7, growth, J[iter
the exceptional returns of 1976, 1977 overall output decreased
by 1.3%. Underfulfilnents were recorded in all mein branches
of agriculture (Tzble 11), particularly cercals and livestock,
The cereal results are especially signiiicant because they
continue the long term trend; in the seventies plans have
been underfulfilled in all years excecpt 1972 (Table 12).

The leadership is critical of local managers and leaders,
who tend to ascribs all feiiures to bad weather,
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14, Ceausescu strongly criticized the practice of covering
up the real causes of "faults and shortconings® in ggriculture
in a speech in February 1978 when he said that ¥“the tendency
to look for ways of justifying the failure to fulfil production
plans™ must be brought to an end. The climate is usually
blamed, but he made clear that mistakes ond nismanagement
were aiso among; the main causes of shortcomings., He went con
to criticize bureaucracy, lack of responsibility and the
immobility of the labour force. The agricultural units and
the Ministry of igriculture, i.e, those responsible for
carrying out the plans, are nainly to blame for their non-
fulfilment he added, Alnost every sector of agriculture was
repeatedly the target for Cezusescu's criticism, once again
reflecting the fact that the whole farming policy of Romania
has been faulty for nany years, It is unlikely that the
situation will improve basically or that plans will be fulfilled
so long as the farm workers! need for adeqguate incounes and
better living conditions = especially for collective farmers =
is not satisfied,

(o) Industry

15. The prerformance of industry is certainly ouch
healthier than that of agriculture, It remains the favoured
sector since it is the basic ingredient of future econonic
strength and ccnsequently enjoys priority in supplies and
investnent. lioreover, in some respects its development is
easier to plan than that of agriculture, Very high growth '
rates have characterized the sector in this decade (Table 10),
anc output was up 12,5:: in 1977, the best performance in the
last three years, Thc emphasis placed on industrialization
has resulted in a cdoubling of industrial output, as a whole,
in the period 1970-1976, and in an even larger increment in
sone branches which enjoyed particular priority and/or started
from a very low basis, for example engineering and chemicals
(Table 13). However, the good overall performance both in
1877 and tkroughout the seventies should not obscure the fact
that plans in many specific indusitrial sub-sectors are not
always fulfilled, In 1977, this was the case for several vital
branches (Table 14), the most outstanding of which were
electrical power, ccal, crude oil, steel and chemical fertilizers,

(c) Energy

16, Domestic oil production rose only 10% fron 13,377,000
to 14,700,000 tonnes between 1670 and 1976 and there was no
increase in 1977 when 14,650,000 tonnes were extracted (Plan:
14,850,000 tonnes), In the saie period = 1970-1976 - immorts
of crude oil nore than trebled from 2,291,400 to 8,475,000 tonnes,
A5 a result, Homonia, which was self-sufficient in energy until
1976 became, that year, 2 net oil importer (by 633,000 tonnes)
for the first tine, Uith an increase in refining activity the
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nation's exports of nroducts, partly derived fron the iuports
of crude oil, rose firon 5,570,000 tonnes in 1970 to
7,842,200 tonnes in 1976, It chould be noted that lomania
is the only Socialist country of Eastern Burope which has
never imported oil from the Soviet Union and theredy enjoys
a measure of economic independence,

17. In 1977, electric power, coal and oil production fell
significantly short of Flan provisions (Table 14), The under-
fulfilnent of the coal production plan may have been the nmain
cause for the underfulfilment in electric power (2lmost 2C:
of Romanian electric power comes from coal: Table 15),
fccording to plans, the r8le of coal is to increase by 1980
at the expense of oil and gas, which in 1975 accounted for
over 73% of electric nower nroduction, Indeed, Romania cannot
rcly indefinitely on its cil end gas dpesits, The country!s
natural gas reserves, estimated at around 190 billion cubic
netres, are sufficient only for six to seven years at current
extraction rates ad nroven oil reserves - estincted at
135 million tonncs = will last for some nine years &t current
rates, Ezploration in the Black Sea in 1977 has yielded
promising results but the size of deposits is still unknown:
for the near term: at least Romeniz is rumning short of domestic
energy resources and will need increasingly large crude oil
importse.

18, The detoiled energy plan for 1976-1980(1) indicated
that continued growth cof the economy and energy at past rates
would recuire 90 uillion tonnes net oil imports in 1580
(Table 16). /it $12,50 per barrel(2) ($91.25 per tomme), this
would add over $1 billion to Romania's alrezdy strained hard
currency financing requirements, Other power sources will
not fill the growing gap in the o0il sector, FNew hydro-electric
stations are being built on the Danube, but the construction
of nuclear power stations = not 2 short term solution = has
been postponed until after 1980; the only contract concluded
so far (with the Soviet Union for the delivery of a 440 It
station) has been cancelled, llegotiations with the United
Kingdoi, Canada and the Soviet Union are taking place at nresent,
At the end of October 1977, Romania and Canada had signed a
nuclear co-opercation agrecenent clearing the way for the sale
of a "Candu® rezctor to Romania,

(d) Construction

19. Although no official implementatinn figures were
releared it is highly improbable that the over-ambitious
20,4z growth tarzet for 1977 has been fulfilled, Indeed,
plans for both housing &Plan: 192,000 new dwellings; actuali:
144,300 and investuent (Plan: 16.7%%; actuzl: 11,5% over 1976)

(1) Revista Iconoiica Ogh enc 25rd July, 1976
(2) For comparison: in February 1978, 1ntra—CﬂMECOH oil
price was $11,57 per barrel,
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were largely unfuifilled, Thls night have advised greater
prudence to Romanian planners, who set an 8,3): target for
1978, Beside the dirficulties encountered by the investment
sector at large, construction suffers fyom increases in price
cf raw nmaterials put intc eifect in receat years, which have
slowed down private building,

(e) Transpo

20, 4lthough the plan for freight transport was over-
fulfilled (Plan: 3.0%; actual: 3.6 over 1976), the growth
of this sector in 1977 was the lowest in the seventies,
There is no explan=ation as to why this sector, especially
freight is growing so slovly = the 1973 plan provides for
only a 5.,3% incirease - in comparison with National Incoue
and industrial activities, to which it is an indispensable
complement.,

(£) Towrisa

21, Tourisa is an iamportant source of foreign exchange
for the Romanicon econony and 1977 was a particularly good
year in this respzsct. .Jeportedly, & million foreigners
visited the country, as against 3.5 million in 1976,

E. FOREIGY TRADE

(a) Commodity Trade

22, Ronaniats tracde with non-Commmist countries has
increased rapidly =nd accounted for 54.4). of the total in
1976. In that year for whicli information is available, the
industrial Vest accounted for 35,1/ of Romanian foreign trade
turnover, less developed countries (LCs) 19,3, CHEA for
39.1 and other Commmunist countries for 6.5 (Table 17). The
share of trade with the industirial Vest is expected to decline
slightly in the current FYP period, following the trend of
1975=1976 in favour of the developin; countries, especially
the o1l producers, The decrease has been b t about by a
sharp fall in imports Irom 41.74% in 1975 to 36.11% in 1576

Table 18), dictated by the need to check trade deficit.,
[iowever, a reduction in 1576 imnorts from the FRG brought
Romania in surplus by 603,.4 million lei from a deficit of
654,5 nillion in 1975, In 1276, the FRG remained Romania's
nest important partner in tiie est and the second nost
important aiter the Zoviet Union, when all trade is considered,
It is worth noting thet 1975 registercd a steep rise in US-
Donanian trade (US surplus: 431.3 nillion lei)., Finally
trade with LDCs rose repidliy in the last two years: in 1§7h
its share in total Romanian trade was 13.97, 17.22 in 1975
and 19.25 in 1975, thus reflectin: Romania's growing need for
crude oil, imported substantizally from the LICs.

NATZOC RESTRICTED
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23, Since 1960 the share of trade with CIIEA in general,
end the Soviet Union in particular, h=s been steadily
declining, althoush the USSR remains the maln trading partner
of Romania (17.9:: of turnover in 1376) and there was a slight
recovery in 1975=1976, The latter relies nore and more on
imports of rew meteriels from sources other than the USSR and
its dependence on these has increased apace with industrial-
ization, The diversiiication of Rouania's. imports away fronm
the USSR has enebled the leadership to carry out autonomous
econonic policies,

2L, In the current Five-Year Plan period the Zast
European shaie in the value of Romanian trade may increase
slightly as the CMEA woward pricc revision begins to take
effect, In 1976=1030 trade with the USSR is expected to
grow at a slow pace with 1little increcase of Soviet exports of
raw meterials, even though the Romanians insist that the
Scviets start offsetting their traditionel trede deficits
with some o0il e:ports (until now Roumanis has not imported
any Soviet oil but exported a small cuantity of petroleum
products to the USSR)., Although she has a surplus with the
USSR since 1970 (according to Romsnien fizures) it is unlikely
that Romania could persuade the USSR to export crude oil to
her during the current plan period,

25. Data so far available for 1977 indicates that
foreign trace turnover increased by 14.8%, Tfaster than in
1976 ??A.S%) but less than planned (15.5%34. Irports rose a
1little faster than exports, so that the 210 wnillion trade
surplus of 1976 has disappeared, Indeed, in 1977 Ronanian
forelgn trade brolie cven, as exports and imports were both
34,9 billion lei (7 billlon dollars at the Pforeign trade®
rate of exchange of $1 = 4,97 lei), Although a distribution
by area is not available, the data suggest that the structwre
of the Homenien tiade balance has not changed: swmlus with
the USSR, CIEA end other Commmnist countries, as a vhole, and
with the developing countries, but deficit with the industrial
West, Romania is noking serious atternts to balance its
bilateral trade with hard currency partners and to achicve
greater penetration of Vest Gernan, US, Swedish and Dutch
aarkets,

(b) Harxd Ciorency indebtedness

26. The tracde deficit with the Test, caused largely by
imports of machinery, ecuipnent and technology, has brougit
ebout a persistent shortage of hard currency and a growing
level of indebtedness, The latter is nct only bilateral
but also exists towards the IF and the Yorld Benk which has
helned Romania finance large=scale infrastructure projects ond
industrialization, On the whole, the level of hard currency

N.LTO R ESTRICTED
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indebtedness would scen to be less worrying than for other
Conmunist countries: as showm in Table 19, Rorania occupies
the medium point in the reniting of indebtedness after the

USSR, Poland and East Germany but before ungary, Bulgaria and -
Czecﬁoslovakia(1). The country'!s indebtedness ratio (Table 20),
i.e. hard currency debt as a percentage of exports toc hard
currency countries, is relatively better than that of ctaer
soclalist countries,

Fo  CQUEA INTDGRATION

27. Althouzh fomania has selected its degree and fields
of participation in CML. activities, the leadership seems to
have becone more co-onerative since the countrvy achieved a
neasure of econonic independence from the Soviet Union. £s
a result, in recent times Romanla has intensiiied contacts
with its CM.A partners, thie latlest being the neeting of Prime
!linister llznea Manescu with CITiL Secretary Fadeev, on
31st January, 197°., These discussions covered the extensive
programme oI intro=Cill.i econonic co-operation for the period
1576=-1930, the Clii long-term (1976=1990) programme of
specialization znd co-operation in production, the co-ordination
of the 1981=1935 planc, and the balances of trade for the
next {ive years,

G. THE OUTLCOx

(a) Short tern prospects

28, Once again, the Romanian planners have set ambitious
1973 targets for their economy, The plan provides Ior an
overall growth 11=11.3., a record 16.8. for investment and
19.,1% for foreisn trade, Industrial growth is ©To continue at
10.6%, the highest target so far of the current quinguenniun
and which will probably be overfulfilled os in previous yvears,
Lebour productivity is reckoned to be the main factor in
econonic growth, as the manpower nunbers are remaining
practically unciaanged, As to the standard of living, an un—
precedented buildins nrogremme has been laid dovm for 197€,
vhen 210,000 new dwellings are to be completed.

29, lany of the aims have been established to catca wp
with the laggins vive~Year Plan but some ol then, particularly
those in low priority sectors such 2s housing ané retail
sales are unlikely to be net, INevertheless, in the short run
the rapid growtii of tiie .Jonanian economy, after a relative set-
back in 1977, is likely to resume. Therefore, gational incone
growth rates exceeding 10, may be expectad from now to the end
of the current 172, as was seen in the seventies wtil 1577.

(1) X more precisc incicacion of the Nohanian comparacive
position as far as indebtedness is concerned can be derived
fron: the cdebt service ratios, i.e., the ratio between re—
paynents nlus interes: and erports (Table 21)
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(b) Long term: prospects

30, rnomaniz is unlikely to prove an excention to the
general rule that 25 an economy matures, its growth rate
dininishes, This concept is reflected in the seventh rive=
Year Plan (1531~1935) whose outiine was published on
15th Deceuber, 1577.

31. Once czain the emphasis is put on growth oi
incdustry which is to increase by an ammal 9-5,.8%, increazsed
lzbour productivity and swift growth of liational Incone.

But the real target seems to be to create not only sonething
"bigger®, but something ¥better” by raising the technical
level and quality of production, As a result, 70% of Ilational
Income in 1980 will be originated in the industirial sector,
and the share of machine building in industrial production is
forecast at 36%, #lthough in need of nore detailed explan=tion
and further specification, at first glance, these targets do
net seen to be ocut of reach, All the anmnual percentage
increases are realistically set lcwer than the comparable
fipures for the current 1976-1930 FI?, The tern of "advanced
socialist soclety®, which is becouing current in Soviet
official terminolozy, is not eoployed by the Romanians to
identify the society they want to create by 1985, But they
make it clear that they want something like it, a country

Tat 2 medium level of development®, wiiose per capita incone
(Soviet conecept) will be 2,&00—2,560 dolliars, 1.,e, comrarable
wvith today's Soviet level(1).

32. A look at the figures, however, shows that these
results will be eached with a sonevhat reduced though still
high growth rate of llationsl Income (Table 22), The real
incowe of the population will increase by an annual 4,6=5,15
if an inflation rate of 1Y’ 2 year is adnitted, As this .
increase is nuch less thaon liational Incone growth (£,5-2,5%
per annum), accunuiztion is again to keep its priority over
consumption, Indesed, retail sales (the bulk of person=l
consunption) are to increase by an average ammual 5,4=8,7:5
while investment is plamned to be up by 8.5=7.3,.e Foreism
turnover up by en amwual 9,5-10,3::, is not projected to
increase as fast as in the 1976-19£0 Plan (15.9:!), but this
again reflects a nore mature economic systen, already well
integrated in world trade,

(1) Zccording ©o Liroanne LRozyayStvo oboR za Bl Let
(1977 edition), page 98, the per capita income of the
Soviet Union in 1976 (Soviet concept) was 2,423 dollars,

HLETO RESTRICTED
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(c) Conclusions

33. Althouzh the Romenian econonyy experienced a relative
setback in 1077, 1t keeps growing at a very high rate (Kational
Income: B8,6%), largely exceeding that of the other Zuropean
Commmnist countries., The nriorities have not changed over
tine: accumulation is the first pgoal, as a way to achieve a
soclalist indust:rial society, However, a2 nucber of concessions
have been made to the conswmers, whose standard of living is
slowly but steadily increasing, in both the quantity of goods
available and the working and iiving conditions., balance
of trade remoins reasonably good, although past hard currency
indebtedness renresents a heavy burden on current exports.

34, Future growth is lilely to continue at a sustained
rate, but at a plonned slower nace as the econonlc base
expands and certain bottlenecks - energy and nanpower -
become tighter, 4 degrec ol economic rapprochenent with the
USSR is likely to taiie place, dictated by mutual interes
and the Romanian desire to step uw raw nmaterial imports to
talance its current trcde swrplus with that couwtry, iover-
theless, this repprochenent will not imply a substantizl
econonic dependence on the USSR, The main obstacles to this
are: (a2) the nrimacy of Bucharest!s independent foreign
policy; (b) constraints on Soviet e:ports of the critical
energy and naterials Romonia nceds, an! (c) the coupeting
attraction of ‘jestern technology.
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TAELE 1

Ranking of Tast Furopean countries by NP growth rates in 1977

1976 1977

{(ectual) (actual) (plan)
Romania 10.5 8.€ 1.3
Hungery 3,0 7.5/8.0 €.0
Bulgaria 7.0 6.3 8.2
Poland Ts5 5.6 5.7
East Germany 3e7 Se2 5«5
Czechoslovakia £,0 4.5 5.2
USSR I 5,0 35 4,1

Source - Press Reports

NAZTO UNCLASSIZFIED
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TABLE

2

Plan implementation in 1977 - growth rates and fulfilment

indexes

AGGREGATE VARIABLES

Net Material Product

Reteil Sales

Per Capita Real Income

Investment
Price Level

Foreign Trade Turnover
SECTORAL VARIABLES
Agricultural Output
Industrial Output

Labour Productivity in Indust:

Construction

New Dwellings (thousands)

Freight Transport

Plan Actual| Actuggd:xP;an
11.3 8.5 97.6
E.b4 6.7 9e.4
5¢9=0.3 5.7 99.4-99,.8
16.7 11.5 95.5
1.0 0.5 - A
15.5 14.3 99.4
1.9=13.6| =-1.3 86,5-96.5
10.5 12.5 101.8
2.2 9.8 100.5
20,4 -- underfulfilled --
192.0 144 .3 75.2
3.0 3.6 100.6

Source -~ RFER, Romania, 28th February, 1978, Passim;
SW3, "16th February, 1978
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TLBLE

Five-Year Plan Implementation - Annual growth rates

AGGREGATE VARIABLES

Net lMaterial Product
Retail Sales

Per Capite Real Income
Investment

Price Level

Foreign Trade Turnover

SECTORAL VARIABLES

Agricultural Output
Industriel Output

Labour Productivity in
Industry

Construction

New Dwellings (thousands)

Freight Transport

1976 } 1977 1978 1976=80*
(actual) | (actuel) | (plan) (plan)
10.5 8.6 11.0=11.5 11.0
8.7 C.7 10.0 BeT

8.6 5.7 7.9 6.2-7,0
8.2 11.5 16.3 12.8
0.9 0.5 1.0 1.0=1.2
14,5 14,8 19.1 15.9
172 =1.3 0.9-16,1] €.9-9.0
1.5 12,5 10.6 115
8.8 9.8 9.0 9.2
5.7 —— 8.3 amsaty
139.4 144, 3 210,0 251.0
5.2 3.6 5.3 5e4=5,0

Sources = NATO AC/127-WP/527(Revised), Recent Eccnomic -Trends
in Romania, Tables 2 end 3 for 1978 (plan); RFER,
Romania, 23rd December, 1977

(*)] Hevised &s ol December 1977 - see Table 3(a)
NATO UNCLASSIFIED
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TABLE 4

Five-Year Plan (13
8th December, 1977).

-1980) Revisions summary (published on
Average annual growth rates

AGGRIIGATE VARIABLES
Net lMaterial Product
Retall Ccales
Investment

Foreign Trade Turnover

Reel Average Remuneration
SECTORAL VARIABLES
Agricultural Output

Industrial Output

Labour Productivity in Industry
Services

Vew Dwellings (thousands)
of which: privately funded

Original Plan | Revised Plan

10.3 11.0
8,1 8.7
10.3* 12.8
15.6 15.9
18-22,0 52.3

6e5-8.6 6.9-9.0
10.7 1.5
8¢5 9.2
11.0 1.9

1,065 1,255

250 250

Source - RIR, Romania, 23rd December, fb??. Pe 13

t!’ KH:EBEEH r'afe, EE!DS Into account the reduction ir the

oost of investments
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Pl=n target commarison: 1978 Plan versus FYP (1976=1950) »

Ldymmaal growth rates

DECLASSIFIED - PUBLICLY DISCLOSED - PDN(2012)0003 - DECLASSIFIE - MISE EN LECTURE PUBLIQUE

6=

19734930 | 1973  14979-1980 | 1976-1980
annual tar- { plan annmﬂ. plan
zets after sidual
1976 and - - gets
1977
results
(1) (2) (3) (&)
AGGREGATE VARIABLES
Net Meterial Procuct] 12,1 11=11.3 12.4=12.6 | 11.0
Retail Sales Ceb 10.0 9,2 8.7
Per Capita Real 4 T
Income 546-6,8 7.9 4, b=6.0 8.2-7.0
Investment 14.8 16.8 13.8 12.8
Price Level 162-1.5 1.0 1.3=-1.7 1.0-1.2
Foreisn Trade ' ,
Turnower 1647 19.1 12:59 ] .15.9
$ZCTORAL VARTABLES '
Agricult‘lral Ou‘@ut 6.7—10.0 6.9"’16.1 2.0"11.5 ‘1'6.9-900
Industrial Output 11.2 10.6 1.4 1 .11.5
Labour Productivity ‘
liew Dwellings
(thousands) 323.7 210.0 380,7 1251.0
| Freight Transport 5e1=Ta1 53 8.,4=-8,0 15.,4-5.0
L - {
Source - Table 3
NATO UNCLASSIFIZED
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LAIDEX to -7=-
TABIE 5§

ROMANIA - SCLICTED MACRODCONGHIC VARIABLES - 1948-1977

= [¢414 | Mid-year lNational Investment Forelgn Forelgn |
' (billion om..lation Income !(billion iTrade !Trade

19”6 %million) . (billion pei)(a) i Turnover | Balance I
1ei)(a) ;(million!(million |
r rcurrency : currency

H ! iled) lei)

ye - i

1948 | ... |16 000'¢) | o3 .- | 1,648 A4 |

19"’9 e sse ' cee 5.0 i 2'321 — 3 l
1950 | oo | aus ~ 35 6.3 2,735 (=) 187
1951 ; see : eve 45 805 l 3,216 l e 55
1952 ! eee \ see l“8 11¢3 4'009 = 357
1953 ; sse ! eve 56 1“‘04 i 43973 o 581
1954 ! ees : see 53 13.0 Q'EM l — 112
‘ 195‘; see s e 68 1406 5'301 1 S 241
1056 ' ... 17,500 €3 16.7 5,075 247
i 1957' ees 17 829 73 1604 5'416 s-; "86
i1958 eee  |18,056 76 18,2 5,700 I(-) 80
1959 | <i.  |18l226 86 | 21.2 81146 122
| 1950 | 20.0 118,403 95 27.7 8,189 415
1962| 1o 1858 109 36.8 . 10,554 (=) 738
11963 | ... 18,313 120 | 39.6 11,622 i(-) 642
1964 1 .. 18 927 133 | 43.5 ' 13,009 i(-)1,009
| 1965 | 28,0  |10,027 W6 | 47,2 113,072 446
1966 | oo 119,120 | 451 ¢ s1.6 ias,306 M=) 162
1967 | e 19, 285 172 60,2 i 17,649 (=) 905
‘968 oo 19 72‘ 13“' 67.3 18’%5 I\- 843
1969 | ... 120,012 199 31717 | 200242 (=) &ub
1570 | 35,5 l20,253 12124V a0.0 | 22,886 i(-) 656
' 1971 | 40.5 20,470 240 | 88.4 i 25,222 (-) 10
| 1972 ) 43,2 20,663 265 97.5 | 28,838 (- 92
L1973 | 44.3 -20 823 293 105.7 | 35,99 1,158
1974 | 46,2 121 029 329 119.7 i 49,7C {-31.337
1575 | 49,0 |21, 265 | 361,9 1137.7 153,095 (- .

I

( - '
'é%&es’ - 1T ;!}7@ Annual ;i%tisﬁc (Romanian Yearbook) - 1977

Prese reperts - GNP: CL., Handbook of Lconomic
Statistics 1977.

(a) TTII 1055 19”9 prices

After 1965: 1953 prices

1953/1959: 99,65

b; Base vear for calculations performed on indexes
Estirate

NATGC UNCL.SSIFIED
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TABLE 7
Growth rates in aggregate domestic variables in the seventies
l 1971 ! 1972 1 1973 -j 1974 1975 ! 1976 1977
Net Material Product 13,1, 10.4 | 10,6 lr 12,3 10.0 10.5 8.6
Retail Sz2les 8.9 6.1 Te1. 1 94 8.4 8.7 6.7
Per capita lleal Incoue 1.8 | 6.1 4,2 ! 6.8 5.4 8.6 5.7
Investment 10,5 10,3 8.4 | 13,2 15.0 8,3 11,5
|
Price level 0.6 0? l 0.7 ¢+ 1.1° 0.2 0.9 0.5
I'ianpower 0.6 003 i 0.5 l 005 0-8 | 0.8 =0,1
Source - NATO, AC/127-P/527(Revised), Recent Trends in Romania, Table 3 for 1977
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TABLE 8

Employment by branch of activity - Percentage distribution -
1950-1976
L 4

1950 | 1960 197011975 1976;

Incustry 12,0 1 15.1 | 23.0 | 30.6 | 31.9
Construction 2nZ 4.9 7.8 8.1 Be3
jigricul ture 74,1 | 65.4 | 49.1 | 37.8 | 35.6

(ph]
™

Transport and Communication 2.8 L,O 5.0 5.0

Source - Annual Statistic 1977 (Ronanian Yearbook 1977), Table 51,
page 101

Note: This table is not directly comparable with the following
Table 9, because the letter refers to the material sphere
only vhereas the former includes also employment in the
non-material sphere,




=10- ALY fo

Net material proiuct by sector of origin - Percentage
distribution - 1950-1976

-1950 | 1960 | 1970 | 1975 | 1976

w— 44,0 | 44,1 ]58.0 | 56.2 | 55.9

Construction 6.0 °,0 |10.4 76 T:2
Asgriculture 278 § 35.0 | 18,5 | 15,0 | 13.3

Transport and Communication| 4.3 3.8 6.0 5.8 e P
P 14.4 13.4

Other lizterial Procduction i 17.9 10.1

TOTLL 1P 1100,0 {120.0 hoa.0 |100.0 }100.0

DECLASSIFIED - PUBLICLY DISCLOSED - PDN(2012)0003 - DECLASSIFIE - MISE EN LECTURE PUBLIQUE

Source - Annual Ctatistic 1977 {(Romanian Yearbook 1977),
Table 36, page 85

Note: 3See note to Table 8 sbove
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cectoral growth rates in the seventies
1071 | 1972 1973 1974 1975 1976 1977 | AVERAGE
Iugriculég;al Output T 19,1 T 0.8 15 2.5 17.2 =13 6.7
| Industrial Output 12,0 | 11,6 WA 14,7 12,4 11.5 12,5 12,7¢
Labour Procuctivity in |
Industry 4,9 4,3 8.2 6.7 7.1 8.8 9.8 7ol
’Construction 9.0 Te3 561 4,9 8.5 5.7 - 6.7
Jew wellings (thousands) | 147,0 126,0 149,1 154,3 165,4 1394 144,3 147.9::
Freight Transport | 9,0 -1.8 645 1.4 22,0 5.2 3.6 7.9%
Pessenger Transport I 9.0 9.2 8.4 1 10,1 14,1 0.4 - 8. 485
Tourism (thousan’s) { - - - | - - 3,500 4,000 -
| L i ' -~
Source - Same as Table &4
NATO UNCLASSIFIRED
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TABLZE 11
Agriculture: Planc and results in 1977
(&) Cren orocuction (thous-nd tons)
Crop I Actual } Planned
| - —1 - '
hegt a..n(. ryc i b' 5“1‘0 7’290
laize 10,103 12,120
Others 1,9/:8 1,755
Total Cereal grains 12,591 21,165
Sugar beets 6,249 8,80
Sunflower seeis 307 1,109
ilax and henp 245 L9l
Potatoes 3,738 4,730
Vegetables 3,065 4,110
Fruit 1,39% 2,050
Grapes 1,464 1,706
(b) Livestock numbers (million heads)
Category i Lctusl T Planned i
Cattle 6,301 6,790
Pigs 9,732 19,930
Sheep and ;oats 14,349 16,750
LPoultry 43,930 50,900

Source - RFR, Romania, 28th ebruary, 1978, page 7

UNCLASSLTIED
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12

Actual anc¢ plamne” grain production through the period 1971-1930

Year i A‘(:Ea%.ooo ilogxsxizec’-.
1971 14,530 | 15,759
1972 16,657 16,292
1973 13,639 17,317
1974 13,235 12,473
1975 15,265 20,000
1975 19,71 20,570
1977 18,591 21,155
1973 - 1 23,200
1975-1930 - !20,000-22.360

Source - FER, RNomania, 9th !larch, 19738, page 26
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TABLE 1
Industrial output by branches - index numbers (1370 = 100)

F-1974 1975 1976 |
: i
Electricity 143 159 174 !
Fuels 120 129 139 ’
Ferrous metallurgy 151 171 191 1
lNon-ferrous metallurgy 146 161 173
Engineering and
metalworks 194 230 258
Chemicals 182 2 241
Building materials 146 | 161 184
Textiles 170 ! 177 206
Food 136 143 157
ALL INDUSTRY ! 164 | 184 205 !

Source - Annual Statistic 1977 (Romanian Yearbook 1977), Table 70,
page 129.

NATO UNCLASSIFIED




DECLASSIFIED - PUBLICLY DISCLOSED - PDN(2012)0003 - DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO

UNCLASS

ANNEX to
RO TZ7=hp/565

-15—~

TZBLE 14

Shortfalls in incdustrizl production in 1977

I FIED

Commodi ty ; Unit | actual | Planned
Electric power million k+h ; 59,850 i 63,110
Coal 1,000 teons 26,778 33,530
Crude o0il 1,000 tons 14,650 14,850
Steel 1,000 tons l 11,457 11,695
Rolled steel 1,000 tons 8,392 8,708
Lead tons 41,702 47,600
Zinc tons 51,860 55,400
Motor vehicles units 34,716 26,000
River vessels units 17 41
Chemical fertilizers 1.000 tons 1,981 2,882
Tyres 1,000 pieces 4,263 4,740
Radio sets 1,000 pieces 730 510
TV sets g 1,000 pieces = 476 5002
Footwear | 1,000 pairs | 98,806 109,670 |

} A J

Source - RFER, Romaniz, 28th February, 1978, page 6.
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TABLE 15

Planned sources of electrical power - percentage values

ANNEX to

0il and gas
Coal
Water

Secondary sources

1975 ] 1980
(4ctual) | (Plan)

73.4(1) | 70.6

19.7 -4 23.5
3.6 | 4.0
3.3 f 1.9

Source - PFER, Romania, 18th February, 1977, page 8.

(1)

Jpproximately two thirds gas and one third oll

NATO UNCLASSIFIED
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TABLE 16

Growth in energy requirements - million metric tons of crude oil
equivalent

i I 1975 (Actual) 1980 (Plan)
bomestic?Domestic Domestic |Domestic
| demand | output Balance|“emand | output Balancd
r %
rude oil 13 i 14 1 26 16 -10
oal "7 -4 28 29 1
ydroelectric 1 ! 2 1 18 y ] =5
; I
FOTAL 54 | 52 -2 75 | 60 -15

Source - NATO, AC/127-WP/527, cit., Table 11.

NATO UNCLASSIFIED
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X ol Vi &%)

Foreign trade turnover - percentage distribution areas - 19560-1976

i ] ]

(mision i ussh | -comscon | Industrial | Deveioped !
ety | u y g —pomirles

1960 8,189 | 40.1 66.6 5.9 4.7

1965 | 13,072 | 38.8 60.4 28.9 6.0

1970 | 22,866 | 27.0| 48.9 35.7 8.1

1975 | 53,095 | 18.6 37.8 57.3 17.9

1976 | 60,798 | 17.9 39.1 35.1 19.3

1977 | 69,800 b " - 2ilals

Source - NATO, AC/127-WP/527, cit., Teble 12, Table 12(a) (for 1976)

NLATO UNCLASSITITIED
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TABLE 18

Breakdovm of foreign trade by major areas.

Percentage values -

1974-1976
i 1974 1975 1976
| Socialist countries
Total 41.17 | 44.77; 45.65
Romanian exports 43,34 | 46.00! 45.87
Romanian imports 35.16 | 43.54) 45.44
of which:
COMECON
Total 34.43 | 37.81 39.14
Romanian exports 36.30 | 38.60| 38.34
Romanian imports 32.65 | 37.01} 39.95
Total 6.74 6.96 0.51
Romanian exports 7.04 7 .40 755
Romanian imports 6.51 6.53 5.49
Western developed countries
Total 44,85 | 37.301 35.10
Romanian exports 41.03 | 32.2871 34.10
Romanian imports L8.47 | 41.74) 36.11
of which:
Common lMarket ®
Total 29.32 23.02 20.59
Romanian exports 27.67 | 21.17| 21.06
Romanian imports 31.85 | 24.87] 20.12
Other ‘Vestern developed countries
Total 15.035 14.28 14.51
Romanian exports 13.36 | 11.70] 13.04
Romanian imports 16.62 | 16.837| 15.99
Developing countries
Total 13.97 17.92 19.25
Romanian exports 15.63 | 21.131 19.94
Romanian imports 12.43 | 14.72) 18.45

Source - RFER, Romania, 16th February, 1978, pages 16-17
NATO UNCLASSIFIED
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TABLE 19

Net hard currency debt of East Europe - Billion U5 dollars -
1970-1976

12?2*22?&122212’&

Total net debt of which: 6.5 1 18,2 | 29.0 | 39.1
USSR 1.9 5.0 10.0 14.0
Poland 0.8 3.9 6.9 | 10.0
East Germany 1.0 2.8 3.8 4.8
Romania 1.2 2.6 3.0 33
Hungary 0.6 1.5 2.4 2.6
Czechoslovakiea 0.3 1.1 1.5 2.1
Bulgaria 0.7 1.2 1.8 2.3

Portion held by Commerical
Banks in the ‘est(1)/(2) of

which: 0.5 6.4 | 15.3 | 20.6(3)
USSR n.a.| =0.1 4.7 7.0
Poland n.z.l 1.7 3.4 L L4

Source - NATO, AC/127-7P/527, cit., Teble 17.

(7) Data iInclude net =ast Buropean liabllitles .n .estern
domestic currencies as well as Zurocurrencies. The data
series is inconsistent because of reporting changes over
time. The 1970 data represent net liability positions

vis-é-vis reporting banks in Belgium, rfrance, Germany, Italy,
the Nefﬂerlandh, Sweden, Switzerland, and the United Xingdom.

The 1974 data also include reporting vis—d-vis banks in
Luxembourg, Canada, Japan, and the US. VYear-end datz for
1975 and for the third cuarter of 1976 include positions
vis-2-vis offsnore branches of US banks.

(2) EstImated. Incomplete reporting from Swiss, Canadian, US and

Japanese banks precludes a precisn breakout of net
liabilities by individual East European country.
(3) As of 30th Septexzber, 1976.

NATO UNCLASSIFIED
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TABLE 20

Hard currency indebtedness and exports to the west (1970-1976)
billion US dollars

| , | | Debt i
ndebtedness ; Exports | % ratio i service
- ~+
1970 1.2 0.566 212 36
1974 2.6 2.223 117 29
1975 3.0 ' 1.738 173 42
| 1976 3.3 i 2.093 158 o
1 J

Source - NATO, AC/127-WP/527, cit., Table 13; Table 9(a) above;
Table 14 belov;

(7" Repayments on medium and long-term debt plus interest on
total debts as a percentage of export to the developed West

NATO UNCLASSIPFIED
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TABLE 21

Estimated debt scrvice ratios of East Evrope - 1975-1976

Source - NATO,

1975 | 1976 |

Bulgaria 60 T 75
Czechoslovakia 22 30
East Germeny 27 35
Hungary 55 40
Poland 43 50
Komaii I
AC/127=P/527, cit., Table 14,
NATGO U CLLSSTFI D
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TABLD 22

1981-1985 Draft-Plan - rates of growth

UNCLAS SIFIED

=
i

1980 1 Annual | 19%9 Linnual 1
?ggg average ?;gg average
. GGRIGLTE VARIABLES i }
Gross social product 58.0 9.5 |}45.0-50.0| 7.7-8.5
Net material product 69.0 1.0 |51.0=-58.0} 8.6-9.6
Retail sales 52.1 | 8.7 |30.0-38.0} 5.4-6.7
Investment 82.6 12.8 |[37.0-42.0} 6.5=7.3
Remuneration fund - - 40.0=-45.04 7.0=7.7
Real remuneration 32.3 5.8 118.0-20.0] 3.4=3.7
Real income of the
population - - 25.0-28.0) 4.6-5.1
Reduction of material in-
put expenditure 9.5 - 6.5=7.0 -
Labour productivity 55:1 9.2 (43.0-47.0) 7.4-8.4
Price level 5.0=6,0 [1.0=1,2 - 1.0
Foreign trade turnover 109.1 | 15.9 [|58.0-63.0 9'6-10'5ﬁ
BECTORAL VARIABLES
Agricultural output 39.6-54.2 16.9=5.0 |23.0-25.0] 4.2-4.3
Feal income of peacsantiry 30.0 5.4 120.0-22.0 -
Industrial output 1243 1.5 ]55.0-60.04 9.0-2.8
Services 75:3 17.9 }50.0-55.01 8.5-9.0
liew dwellings (thousands) [1,255.0 H 251.0 1,300.0 260.0
e,

page 3)

=
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Source - RFER, Romania, Z0th January, 1978, page 4 (dwellings



