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d C  RFVIEk!  OF^ BWLGARIA 
W '  

S r n Y  AND CONCLUSIONS 

The economic development of Bulgaria is c lose ly  
dependent  on I t s  r e l a t ions  with the  Soviet Union., both as 
regards i t s  indus t r i a l i s a t ion  and as regards  the'implementation 
of, economic reforms and the   pa t t e rn  of its- foreign  t rade,  . A 
t rad i t iona l ly   zgr icu l tura l   count rys  it k s  been  developing its 
industry f o r  some years  with  remarkable  speed, the rz te  o f  
growth being one of t he  highest i n   t h e  .world. Its stendard of 
l iv ing  .is suf f ic ien t ly   h igh  f o r  the country Lo be considered . 

as timing progressed beyond the  under-development stage,  . . ,  

Nevertheless, as in most soci&Lis% economies, there  h2s been c ' 

tendency for the r a t e  of ecoaaomic expension t o  s low  dom 
during  recent  yewse MOPO heavily dependent on foreign trc,de 
tha.n t h o  other comtrics  of  Ecstern Europe,.  Bulgeria ct present , ,  
conducts 55% of  its t ranscc t ions  with the  USSR md plcns t o  . 

m i s e   t h i s   p r o p o r t i o n  t o  70% during the next dlecz.de 
(pcrz.gr,?.phs 1-3) e 

2. I n  s p i t e  o f  i t s  smell s ize ,   sprsse   popuzt ion,   l imited 
naturzl ' resourccs  end restricted  domestic  mcrket,  Bulgeria hcs . '  

carried  through i t s  indus t r i a l  t rmsformat ion  meinly owing . to  . . . 

the  fincncicl 2nd techniccl  help given by. .the USSR: the  rp.tio' I '  

between industr ic l   output  md cgricultural   output  stood s t  .16:42 
Just   before   the wcr; it hcd become 4 9 ~ 2 6   ' i n  f w o w  of industry 
i n  1968' (pcrrgrsphs 4-41) e 

3.  The first  s teps  had'been L&en between 1966 cnd l968 
to implement. Sn economic r e f o m  progranme based  largely on the 
Czechoslovck model; however, it. h d  been  introduced with much 
h e s i t r t i o n  c.nd only in   ce r t c in   l imi t ed   s ec to r s  of the economy; 
Mter   the   events  of  t he  summer 0f , l968 ,   the   Bulgwim  leeders  
thought it advis&le t o  s t e e r   c l e w  of ' . the  l i be rc l  reform 
philosophy of  the Czech economists and t o  re turn  more 
uncompromisingly t o  Soviet concepts, very few 0% the   or igin21 
in ten t ions  have survived t h i s  revers21 o f  policy, .vJhich h m  been 
Eccorcpmied by increased  Pwty. control over  the economye Future 
prospects depend pr imcri ly  on the  Soviet  attitude  (paragraphs 

. .  

.-. . 
. ' .  

. , .  
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B A T 0  U N C L A S S I P I E 3  

4, It has been announced tha t  with the  co-operation of 
, -  

I 

the  Soviet Uni011 there  is t o  be a. refoxm of  the  plennfng 
systen involving t h e  use of conputers; once this ssysteu hcs 
been worked o u t ,  .%L should  seme as a pro to t  
countries o f  E c s t c r n  &ope (paragraphs 36-37 

5, AS r ~ g ~ r d s  inans t r ia l  output,  Bulgaria had had the 
Ilfghest growth r5.-.%c of  the COI'Il3COM countries (1509$) up t o  
1960; since 19EX, however, this dfs t inc t ion  has gone t o  Rww.tae 
The or ig ina l i t y  of the 1966-1970 Five' Year Plan lies i n   t he  
fact that p r i o r i t y  has no longer been given 'to i ron  and s t e e l  
but t o  chenicals;  .%ndnsLrial  output i s  t o  r i s e .  gt an average 
cnnud r a t e  o f  8.275 u n t i l  it accounts f o r  5 2 ~ 5 3 %  of  the  ir 
national  incone .in 1970 (paragraphs 38-43) 

hl I 

Q, Pn t h e  economic .field,  the last two years  have  bcm 
narked by a certzf?iil d e d i R e  a t t r ibu tab le  mainly t o  the 
disappoint%ng  2,gricuPtural  record  resulting fron bad weather, 
Bugariavs agricul ture ,  however, i s  one o f  the  best  organised 
ill Eastern Europe; as  2 r e su l t  of r e l en t l e s s  and energetic '  
e f f o r t s  t o  nodemise farming equipneat and .%m rove nethods, 
y ie lds ,  even &wing perlods o f  drought, are 2s  J: %$mes higher 
than  before the ware Industry fs continuing t o  expand rapidly 
( the  r a t e  being lle,8% In 1968 and 9,9$ in 1969) and specicl 
attention is be.%ng given %O the denmds sf technology: the 
rdgine seem t o  be preoccupied with atomic power and conputorso. 
W e  standard o f  living OP the, Bulgarian populstion 
Laproved consfaerably  during  recent  years, 2nd i n  h96g9 which 
narked  the 25th amiversclry of the  revolution,  the growth rate  
of the consumer goods sector f o r  the first t i ne  exceededl thcl% 
of copi ta l  goods, Nevertheless,  the high l e v e l  of p r iva te  
SaVllZgs indicc-tes t h a t  t he  choice and qua l i ty  of goods 
m a i l a b l e   a r e  ati.11 inadequate  (paragraphs 44-70) 

' 7. BuPgcric*s exports  represent 22$ of the  net  r;ztf;c1pf,c?% 
product and the   vo lwe  of trade f a  increasing w r e  quickly than 
the  growth r a t e  or" the n a t i o n a l  incone, The t rade   pa t te rn  hrs 
noticeably inproved as a r e su l t  o f  industrial.  expansion, and 
the  proportion of manufactured  products i n  the  countryos 
exports  rose frou 32% i n  1960 t o  46% i n  1969;  however, thfs 
diversificatfo:l .fa mainly confined t o  intra-CODECON relations, 
One of  the   sa l ien t   fea tures  of  the  Bulgarian economy I s  i ts  
close dependence on the USSR, whose de l iver ies  o f  raw nateerials 
2nd equfpnent c m  of v i t a l  importance f o r  industrialisation cad 
tJhich  offers 5: prcctically  Tanlfuited  outlet  f o r  a good  noily 
products whtch w o a d  be d i f f i cu l t  t o  s e l l  on Western  markets, 
Bulgaria 8 S trad-c with Western countries still represents 
only a anal1 slime of the   to ta l  and its prospects im thts 
d i r ec t ion   a r e  l imi ted  by its extensive  indebtedness, The 
adoption of a r e s t r i c t i v e   p o l i c y   i n  respect o f  fnports a3 from 
1968 resu l ted  1c.st  year i n  a smaller nunber of  fore3.p 
t ransact ions,  in pcrtdcular  with Western countries, and i n  the  
f i rs t  positive trade  balance (pragraphs 71-81) 

- -  . . ,  . .  
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IXOlTOMIC TPZESDS .IN BULGARIA 

1, With c population of 8 ,472,000-fnh~bitants  and an 
mea  of P10,900 sq,km, Bulgaria .Is one o f  the  smallest  
countsi'es of  E5s-Lccrn Europe, 1% is also one of  t h e   l e a s t  
developed  oneso .its gross national product  per  head,  estimctcd 
a t  $1,0l0 -%n 19679 repFesenting  about two-thirds of  that of the 
USSR (but  three o r  f o u r   t i n e s  that  o f  ,Albmia)(l), 
Bevertheless, ,$ts economy does have several  quite or ig ina l  
features. 

2, Bu lgmk* ' s  economic development i s  closely dependcnt 
. .  

on i ts  re la t ions  wfth the Soviet Union, both  as regards  the 
6evelopaent or" . I t s  industry and as regards  the  iapleaentation 
of  economic refoxvs and the   pa t te rn  of i t s  foreign  trade; the 
events o f  1968 further  strengthened  the  already  predouincnt 
rble of  the  USSE .in Bulgarinls policy. k t r ad i t i ona l ly  
'agricultwaZ  country,  Bulgcria has been  developing I ts  
industry f o r  soac years with remarkable  speed,  the  rate of 
growth being oac o f '  the highest   in   the world; having  started st 
a very  hunble lcprcl Bulgariz has now progressed beyond thc 
uhder-developmcn-b stage, a a i n l y  owing t o  the  f inancial  2nd 
technical  help G-$Veia by the  ,USSR, Lhnited na turd   resources  
znd too  narrow a donestfc m r k e t  make Bulgaria uore heavily 
dependent on foretg1 trade  thzn a l l  the  other   countr ies  o f  
&stern Extropcg at present,  transactions with the  USSR represene 
55% of the totql volune o f  t rade and this proportion should 
incrcas,e t o  7023 tluring the  next  decade, 

3, The p u ~ o o e  OP this  report  is t o  review Bulgz!ric?*s 
econonic sitwt.ioia and i t s  future  prospects;  the study is 
divided i n t o  tlwec parts9 dealing  successively with the 
relevant bnckground infornation, donestic econonic  developncnto, 
and external  econonic  relations., 

I ; BACKGROUND a* Iïfi~OFJTATIO~? a - 

A, Hctu;,sl msources 

4, Except foro the  processing of agricultural   proaucts,  
there  i s  no n c t u r ~ , l ' b c ~ ~ i s  for a Bulgarian  industry,  Anthracite 
deposits  are  scarccP but the  l igni te   resources   are   suff ic ic i l5  
t o ' u e e t   t h e  pmse11-b domestic denand, 'cur,d it is thought thst 
this wtll allow more power€ul generating  statlons to' be bui l t ,  
The mount of  o.$l discovered and extracted so  fa r  is 
coaparctively sncl l ;  the  production of  natural gcs nay be ccm 
proaising, f o r  t ho  reserves  are  estimated at 30 milliard C L X C  
ae t res ,  Two. nettXLlurgical complexes have  been s e t  up QB a 

(1). However, the notion  used  in Bulgarian o f f f c f a l  s tatist ics 
does not  correspond t o  the  Ifestelm  concept of gross 
aetPona1 product;  there are considerable divergencies 
between Wostem experts '   es t inates  of t h e   l a t t e r  owia<: $0 
differences i n  t h e i r  lclethods of calc.Lalalion 

- -*.a I 

. " -l . 
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result of the diae'overy of iron ore,  but Bulgaria hats 
p m z t ~ c z l l y  no coking coal whfch must, therefore,  be  inported. 

copper clna othcr non-ferrous  metals '9311% En s n d l  quant i t ies .  
S u l p h ~ , ~ ~ % c  acilb is produced by roasting smlphurous a e t c l l f c  
ores; salt resowcCs cre 2,dequcst.e f o r  the  production of 
czus t ic  soda clzd clzlorine, Bulgaria has t o  import  potassium 
and phosphates bu-l- has su f f i c i en t  quantttic?ts o f  lime ana of 

,.al% other nnatel:.Eals required f o r  the manufacihare of cement, 
The production of cellulose may be appreciably  increased once 
proper  access roads t o  lumbering regfoxas have  been built ,  

Eastern Ehodo2e Momtzfns contsima deposits of lead, zinoI 

. . ,  

B, 

5e .At t he  end of 1969, Bulgaria had a population of 
8,472,000, whfch represents a density of 75m7 inhabitants  per 
square  kilometre,  Bthnlc  minorities  (approximately 12$ of the  
population)  include 660,000 Turks, whose number is expectea t o  
decrease gsaduaL2y l n  accordance with the Turkish-Bulgarizm 
agreement on t h o  reuni t ing  of  fm'ilies, and about 200,000 
gypsies, The  groortEa r a t e  of  thts population has been s%ead€l:T 
declining since %he post-war  period,. The rising trend s t i l l  
recorded  each ycc3.r %a mai al^ due t o  a re4uctionz $m i n f z n t i l e  
mortality and -io an increase i n  longevfi%g, The proportion of  
youth t o  the res-i; of the  population i.8 the l o w e s t  i n  the  Ballcan 
countries, b e ~ n g  25,9;3po i n  BüLgaris as agarins% 2Q,3$ in 
Rumania and 3l.l:; in Yugoslavia. The birt'i rate  continued -to 
, h p  throughout  the l a a t  decade and fell t o  14-9 per thousgnd 
.in 1966 and t o  1 5  >er thouaand i n  1967; in 196T9 when there  
wa8 a s l i g h t  izxroase in the  death  rate (9  per  thousand), the . 
ra te  o f  mturel growth was the lowest  ever  recorded i n  50 yeaza.. 
lTew measures were then  taken by the Bulgarian  leaders t o  
.%acreas@  the b i r th  rate;   these were aimed i n  par- t icular  a t  
encouraging fwi%ics t o  have  three  children, the rnrnimum 
considered  essent ia l   fn  orders to reach a population figure of 
10 mill ion  inhnbftants  between now mdl 1980, Probably as a 
result of  them m a s u r e s ,  the birth rate jumped to  J6.9 i n  1968 
.and to  17.3 ia 19Gg8 but the  Bulgarian Authorit ies have s e t  
-themselves a tazgo-b of 18 per thousand, 

6. The ecoi1omicaPly active  population was estimated a t '  
49235,000 Pn 1965g representing 51,476 of the total   populat ion,  
m e  population of working age - this being between 16 and GO 
f o r  men and bctr;.ce;a 16 and 55 for women - a t   p r e s e n t  exceeds 
4,9 mil l ion ,  Vz3anisation is making rap id  progress and the 
predominance of the rural population .is aboct t o  disappezr. 
aj.l 1969, the lat-Lcr numbered oxly 4,243,600, while the  u r b a r  
pO?vJation hacl reached  the figure of $,160,500, ICakJng into 
account t h e  illcreasing mechanisatfon of agri,culture, there .is 
no shortage of labour; fL is necessary, on the contrarys Lo 
cmxJte 3 su f f l c fmt  number of new jobs, 
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L 

c 6 ;n?g&-. n tzk . l i~ ,~ t3 .3~ .  "" - of Bulgaria 
?a I n  t-h' ccommic policy,  the  Bulgarian Government hm 

always fai thful ly   adhered t o  the  Soviet model and has received . 

f"l support  f r o n  the USSR, One of the reasons f o r  the extcnC 
of this support ltes ',n Bxl.garia?s poten t ia l  rdle as the oné. 
country having comaon f ron t i e r s  with both Greece and Turkey, 
which a re  also g G . i x ' g  through  the process of industr ia l isat . ion, ,  

8, A l:r~,$;LtSonalTy agricul tural   comtry,   Bulgcr ia ,  
slfnce the aCVeiT> of the Communist rbgime, has been  expanàillg 
a l l  i t s  activi'Z.es asd. this is bringing  about a complete 
change i n  i t s  ecoa0m.c pa t te rns ,  . I n  1.939, industry providecl 
only 15$ of  thc 'nz t iona l  income and consisted chief ly  of small 
f w l l l y  concernGjo the few large  industr ies   exis t ing a t  the % b e  
being  dominate2 by foreign capi ta l ,  The r a t i o  between 
indus t r ia l  ou-bpu-i; and egricultusrrl  output 'at that  time was 
16~42: it had become $9~25 i n  f avour  of industry  in  1968; 
these  f igures .iLLwtrate the great  transformation  effected .in 
Lhe space of c fcw years. 

9, I n  thhfs connectbon,,agricnlture  played 311 essentid. 
par t  by meeting t h o  requirements f o r  Q growing labour fozcc 
and by providing %he S t a t e  with a supply of foreign  currency 
a8 'the r e su l t  of  I t s  important  export activity. The 
enxthoritfes h.e.vc never loat efght of &%S i n t e re s t s  o r  of fts 
'importance i n  %he Pffe of the  country. Collect iviss t ion M a  
been  pursued with an Ewareness o f  the  real  conditions of 
peasant l i f e  wM'ch has  often been lacking  in   other  socialist 
countries; it vms clso f a c i l i t a t e d  by  a long  tradit ion: 
Bulgaria is the  only  country i n  Eastern Europe t o  have 
carrled  out,  even before the Second World War, an in t e re s t ing  
w d  remarkably  succeskful  experiment with a g r i c d t u r a l  
.co-operatives on the famers t spontrneous i n i t i a t ive .  

PO, The orig$mal f ea?xre of  Bulgaria Os indus t r ia l i sae ion  
fs the fact  that . i ~  has been  based OD the  expansion of 
cfectrfc ,  and especfallly  hydro-electric, power, Since 1949, 
the  year in which the  economy rea.chod-...fta pre-war leve l ,  
modernisation OP the country has been ef fec ted   in  a se r i e s  of 
f ive  year plans,  priiordty  being given to the  establishment of 
heavy industry, Following the exaqlple of the USSR, more 
mbit%ous long-lem .targets WIXX l a i d  dowrm in   the   d i rec t ives  
covering economic development in the period 1961-1980. The 
growth fm BuPgc?rfc*s industry is mainly due t o  de l iver ies  of 
capf ta l  goods Prom the Soviet Union m d  other Emopean 
CommunTst countr%es; the c red t t s  granted by the USSR a r e  , '  

emrkewkly e s t i m t e d  nt  %,a milliard  roubles,  Western  countri.eS, 
too, have contribuJh?d, though less dec8sively, t o  the 
.$udUstr%alisatioi1 of Bulgar-Ka, ,.@a %he l a t t e r  shows a growiilg 
.fnterest ira the nodem equipment and advanced  techxology OP tho 
,Vos$ aa i t a  eco:lomy becomes- more dgverstfied. A s  regcrds tine . 
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gross i ndus t r i a l  p;ooduct, BuEgari'c had the  highest  growth 
r a t e  of the  COIDXON~ countries 2.n t o  l.S!;O (cm 2vorag.e of 15..9$ 
betweem l956 m a  l960)a since 1961, however, this 
d i s t inc t ion  hcs go:ie t o  RuunanPa., The swift growth r a t e  of  
thes.2 two corn-krica if3 a S%gl'l tha t  t h f f r  ilridustrial 
development 3,s s-ktlS at an early  stage,  

' 11, At the  beginning of the-1960~2, in s p i t e  o f  high., 
growth rates' and rcp id  modelentsation, the Bulgcricn economy 
was faced w i t &  the 8me  kind  of problem :?S most o f  the other 
coun t r i es  of  Eastem Europe, Centralised plannfng msthods ' 

!.'sad been  effec-idarc %m the  first stages of  industr la l isat i ,on,  
but with the grorr.ing complexity o f  the '  ecor,ony, fts f u t m e  
prospects of  e@cnsfon seemed threatened by excessive ' 

cent ra l i sa t ion ,  m3 i t r a ry  pr ic ing and the Pack of n=lter$,al 
incentives,  .A tho.rough refom of  the  system of control l ing 
the  economy seemed es~ernticKL, 

D, , Econon22 - " r e foms  

12 ,  Althou.@ the  Bulgcmicn leaders gave this matter some 
personal  thoughtt %hey seem t o  have been gdided by the Soviet 
y " u d e ,  The first decision t o  refom  the plamfng and 
management syetcsn W B  taken i n  November 1962, s h o r t l y   a f t e r  

, Libekmanra theories  were published i n  the USSR, As eafi y 88  
19639 the proposed  neammes were trzed out in ~ 1 ,  number of  
qt%%ot e n t e q r l s c s ,   b u t  were finally accepted only in 1965 
af te r  the new Sov-Set system had been adopted by the 23rd 
Congres@ of  thc Comunist  Party, The f irst  s teps  were .t&cn 
between 1966 cnd 3968 t o  implement this reform progrLame, 
which was based l s r g e l y  on the Czech model; however, it was 

' .tiltroduced \\rit11 much hes i ta t ion  and only i n  ce2:tcsin l imited 
sec tors  of  the ecoaomy, After  the  events of t he  summer of 
1968, the Bulgariea  leaders thought it advisable t o  s t ee r  clozr 
of  t he  lib.er2.l r c fom philosophy of the  Czechoslovck 
eeonon%~ts and t o  zcturn more uncornpron5.singly t o  Soviet 
concepts. Very fcc! of the  orig,inal ideas have s m i v e d  this 
reversa l  o f  pol%cy, which was accompcnied by . increased  Party '" 
control  over tho economy, 

. .  . .  

13, Aimed C% establfshing a gore conpet i t tve economy cnd 
a t  introducing more f l ex ib l e  management methods,. the  Bulgaxd.cn 
refom p r o g r m e  "cried t o  combine increased autonomy f o r  
en te rpr i ses  w i t h '  -%he naintenance of a centralfsed  planning 
a y s t a b  However, the measures  envisaged were weakened by -Lhc 
half-hearted wcy .%n which they were implemented, 

14,  Enteryrisea were t o  be  allowed more- freedom ' i n  tlidr 
production, invcshnent 2nd wage pol ic ies ,  Ih pr inc ip le ,  t h e h  
doci8ion8  werc'to be based solely on t he   c r i t e r ion  of profft .  
'Irhe ,Government, 'however, maintained a. muber of market . 

regulators, %Ilot;r5ng it t o  keep s t r i c t   con t ro l   ove r  economic 

L 
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developments. 2hc autonomy."enjoyed by enterprises  under thc 
new economic system was r e s t r i c t e d  in so  f a r  2s decentraliaattoa 
meant that   the  dcc.ision-making powers were delegated t o  
W.industsia1  associztions" managed by Government nominees and. 
invested with cuthori ty  t o  co-ordinate  production,  scientifLc 
and technical  rcsezrch .and sales  policy,  Democratisation 
within  the  enterprise  ' took  the f o m  of "production 
co.mlttees";. them !ve?e. elective  bodies with purely 
consultative funct.ionrs~'.concerning, i n   pa r t i cu lc r ,  p r o f i t -  
sharing  decdsioiis and the  choice o f  the  managerial  staff, 

. . .  

r 

e 

15, " The .no'c.ion of ."plcnnjbng a t  base" seemed t o  be 2 
B i g n  of a trend 'cowards l ibero l i sa t ion , .   en te rpr i ses  no longer 
being required $0' Yeach a production  target  fixed by the S t c t e  
but being allowed t o  miegotiate contracts with the i r   sgppl ic rs  
and customers; however, .:for e s sen t i a l  commodities, the  
State  entered %,;>to annual  cortracta  which-were  designed t o  
mver  the rea%%remkmts Qf the domestic  market and o f  the 
export p r o g r k e  aiad which, i n  propor t ion  t o  the importance 
of  these  comod5tiés  in  total   output,  which varied  rccordfng 
t o  economic sector,  had the  effec3 o f  imposing. limits on the 
freedom o f  action of  enterprises,  Bowever, the number of 
'compulsory indices  in  the  plan had  been reduced, s o  t h a t  only 
the vo%ume of  ysodv,ctio,n, the  value of investments, a d  the 
cl locat ion of rtlw nater ia l s  and bagic  products.  continued t o  be 
subject t o  @en-brzlised  planning,  sfthough  exchange  controls 
were maintained; .in fact ,   other  indices were fixed  during  the 
trial per iod  of t h o  reforms, 

316, Fiscol  policy was centred on pr .of i tabl l f ty ,  -.The 
main source of revenue was turnover tax, var ia t ions   in  which 
were.8 means of .influencing  the l eve l  of prices. , The, new 
qratem had jbntroGuced a tax on the  capi ta l  of enterpr ises   to  
illduce them t o  reduce t h e i r  excess  capacities, Th9re was a l s o  
2-nroaressive t s  on Drofits.  designed t o  a c t  as m' incentive 

. &â a% the s m c  %.%me 50 contGol th6 leve l  of wages and 
prof i t s ,  but %% proved, in   p rac t ice ,  t o  have the e f f ec t  of  
slowing down the rate o f  expansion, 

17@ A s  rcgzxds  investments,, it was intended that self-  
f inmctng  m a  bsnk c red i t s  should to Q large extent take the 
place of budge*ixry'a.ppropriat;bons. Por this purpose, 
ent,erpr%ses were -bo establish a development and modernisztion 
fund  reprcsenttng 2, cer tain  proport ion of  t h e i r   c s p i t a l  2nd 
profits depositcd ct the  National Bank, on which i n t e r e s t  VJZS 
t o  be  paid, .Bank c red i t s  .also ca r r i ed   i n t e re s t ,  at a m t e  

I inversely  proportfonate t o  the   en te rpr i sers  p r o f i t a b i l i t y ,  
The end-result of this -arrangement was, i n   f a c t ,  t o  penalise 
certain  branches trhich..show.ed Q def ic i t   ye t  were of v i k l  
significance to,  ';he economys e.g. heavy  industry, In pract.ice, 
however, most .f;zvestnerrts  continued t o  be the  subject  of 
cQn%ralfsed  plaming, . Thus, a t  the end, o f  1967, about lo$ of 

. .  
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I p rojects  were financed by bank credtes,  although 70% of 
the   indus t r ia l   e i i~crpr i ses  had gone over . t o  the  new system,. 
20 encourage c more r r t iona l   use  of  capi ta l ,   the   sums.set  
oside  for  depreciztlon were Increased - despite  continuing 
a.lcertainty  regcrdtng  the method of  asse.ssing  assets - and 
%:aterest a t  67; m 8  charged on the  f ixed and workfng capi ta l  of 
e:.lterpr%sea, 331 the final analysi.s, the object  o f  the new 
aystem was t o  remove Some of the  obstacles   inhibi t ing economlc 
growth, while at the same t i n 6  ,leav%ng a t  the  dispos%$ of -tho 
State economic controls t o  enforce  observance of the  
p r i o r i t i e s  l a î d  dovm by the   po l i t i ca l   au tho r i t i e s ,  

3.8, ' With proP3.t 'becoming .the nain c r i t e r ion  of economic 
~ ? c t % v I t y ~  a'systcm of f inanc ia l   incent ives   t i ed   the  
remuaeration of tho workers t o  the  success o f  the  enterprise.  
A wages fund was established, which the en te rp r i se   coda   u se  
t o  pay both the  State-guaranteed part  of the wages and the 
addi t ional  a m o u t  which varied according t o  each  workerts 
contribution t o  +he t o t a b  output, From .P967 onwards, however, 
the  original  schenc was revisedl on -less l i b e r a l   l i n e s ;  with 
the  introductfon of  the hourly wage, the  system now.provid.ed 
for profit-shar.fng on the  -basis S% .many d i f f a sen t  c r i t e r i a  
from which an  en'ccrprise  could s e l e c t  those  best   suited t o  the 
mature of i t s  acCiV'aP%%y, Wages cuts were t o  be made if the  
accounts showed a d e f i c i t ,  and new-production noms  were laicl 
d o m B  The r e f o m  progrmme thqs became extremely complex and 
arbitrary; although each of the meamreg adopted was 
individua%bgr samd, the i r  simultaneous agplieatigw cm.Lld ~ n a l y  
l o a d  t o  confusfolle What  was being done, in ef fec te  was t o  
f i nd  piecemeal  solutions t o  cer ta tn  problems instead of 
applying a cohercua*i; policyo 

. .  

19. Price  reform was primarily aimed a t  adapting 
wholesale pr iccs  to production coa ts ,  the ultimate goal  being 
t o  put an end t o  the system o f  open and hidden  subsidies 
while  adhering $0 the  State's economic policy and respecting 
%he law of supply and demand, With this end in view, three  
categories of p r ices  were established on the Czechoslovak  modelt 
.pr ices   f ixed by the au thor i t ies  f o r  essential   products;   prices 
f reely  negot ia ted by enterprises.within  upper and lower limits 
determined by the   S ta te ;  and f ree   p r ices ,  Bo precise  indicat.9on 
of the  proportion of  products   fa l l ing  into each of these 
categories  was.given. The implementation o f  the  reform was 
repeatedly  postponed,  in  fact;   further  conditions wer.e l a i d  
down for each of . the   th ree   ca tegor ies  of' pr ices  by the  Bulgarian 
leaders ,  which raised. doubts as t o  t he i r   s ince r i ty ,  I n  short ,  
it seems tha t   the  o l d  pr ice  system  never  ceased t o  operate 
during 1966 and 1967, 

20, Even bcfore the reforms ,were discussed,  several 
measure8 had becla Laken i n   t h e   c t  t o  
stimulate  production: in p a r t i  minimum wge 
f o r  members o f  co l lec t ive  farms,. the  introduction of a. pens.iol1 
scheme, the psyment of bonuses, and the provision of incentives 
for the  c ~ 1 . t i v a t i o n  of  privately=-owned p lo ts ,  The  new system 

i 

N A T O  U N C L A S S I P I E D  

-12- 

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



M A T O .  U N C L A S S 1 , P I E D  

-13- 

c 

k 
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a%msd a t  reduc,i-ilg the number OP compulsory indices and sought 
to make ag.?5ctLL%ual incomes  depend on output, Attempts wem 
made t o  approx.ttnale the  agricultural   co-operative systsm t o  
thzt of ' indu-s t r ia l   en te rpr i ses  and S t a t e  farms, par t i cu la r ly  
by establishing  various  funds which l imited t h e i r   t h e o r e t i c a l  
autonomy, by cbolEeh.ing rent  an8 by p lac ing   res t r ic t ions  on 
the   cu l t i va t ion  of  privately-owned  plots, On the  wholep the  
Bulgarian l aadem.  seemed t o  be more s a t i s f i e d  with the  reforms 
introduced i n  the  agPicultura1 sector than with those applied 
Ln industry,  

21, The first steps  taken up t o  1968 t o  implement the 
r e f o m  p r o p m e  merely m o u n t e d  to. a mixkture o f  sometimes 
contradictory  measures of  unequal value. However, they 
represenbed an e f f o r t  t o  improve the  centralised  planning a ~ d  
management sys-:cm -then in   fo rce ,  Although n o t   a l l   t h e  
promises nade  we?^ kept and although the new pr inc ip les  weke 
011ly applied p.iecmea1, constderable progress was9 i n  f ac t ,  
made tovards the raticnalieatfon of the  econcmy. 

22, With a sudden reversa l  of policy,  the  Bulgarian 
a t h o r i t i e s   r e h x m e d  t o  their  previous  concepts  during  the 
s m e r  of 1968, 'irilc o f f i c i a l  rewon given f o z  this change 
was that the soient..Fffc aad technological  revolution mad9 it 
necessary t o  reecr t  t o  nathenatical  methods an6 couputers t o  
manage the  econony, and that this entai led some recentralfsa"l;jhon, 
This i s  m P ;  a v e r y  convincing  explanation ia the  case OP a 
oountry as little edvanced as Bulgaria, It would seem nearer 
Yne t r u t h  t o  s r y  thc?t the  course of events i n  Czechoslovakia 
had strengthened the f ezr  thab. -2iberal-type reforms might 
wdcmiaae the p o l i t i c a l  monop0319 of the Communist Pa r ty  and 
loosen t h e  Sov.iet Uni:on*s hold oyer Ea3tern Europe, 

23e I n  December 1968, after'. some pressure had been 
exerted by t h e  USSR and other Cornunis-t countries,  a Government 
r e shuf f l e  cook place,, aevezal Ministries being abolished o r  
merged and nev-oacs created, !the k.ey ..e.conouic pos t s  were 
gfvem t o  high-rex'lring P a t y  officials, some of  whom were 
members of the Polfticaf Bureau, In   addi t ion ,  the people% 
counciPs were called upon t o  supervise 'the a c t i v i t y  of al1 
the organizatlons and enterpr ises   located i n  thef r   respec t ive  
d i s t r i c t s ,  A U  these  changes were designed t o  incre.asc tho ' 

Commuist  Par ty ts  iizfbuence on the management of the economy, 
both a t  the cen t r a l  and a t  the local level .  This d id  no% man 
t h a t   t h e  refom p r o g r m e  was discarded, but it wtis radicclly 
r e c e s t  in the  1tgll-b o f  Sovj-et  concepts* It was t o  be applied 
-to the whole econony on 1st Jaauary, 1969, 
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25, The messme of  autonoay whîch ha6 been granted t o  
enterpr ises  hm bccn reduced by the   res tora t ion  of cen t ra l  
plcnmiazg as regards supplies ( f o r  which a cew Ministry has 
been s e t  up), wages funds and technology, and by the 
def in i t ion  of  néw criteria for the e s t a b l i u h e n t  of en te rpr t se  
funds, %he f i x i n g  of  interest rates,  the %motion system mid 
custom tarlffs,  Rxcthermore, parh.cipatfon  within  the 
en terpr i se  is 1bf'L;ed by new replatfoaas  which put the  nancger 
at the bead of the production comLt-tees, now t o  be known 2.8 
@economic comi t , teea tgp  and ex3end the powers delegcted t o  the 
"crade unions, which are  considered t o  be more docile, 

26, Within "hfs rig%d frmework, enterprlses cennot 
eas$ly take tho  'SnP%iatfve in ffazciing ways to naxlnise p r o f i t s ,  
However, measures h m e  been introdticed t o  f a c f l i t z t c   s e l f -  
f.inancflzg and rccourse t o  bank credi t ,  while providing a t  thc 
~ 1 m e  tirne for the nklocatfom of tenposary subsidies, There %S 
c c e i l i n g  f o r  csp.S?;al  investments axd a new in t e re s t  r a t e  
po11cy &S been outlined, Tho banking system was reargwizlcd 
on l& April, 1969; it  was decided t o  s e t  u.p an Industziaï  
Bank znd  an A g k i c t f i W d  2nd C c m e r c i d  Bmk with a sepcrctc 
legal identity, but; subordinzted t o  the B-d..garim Nationd- 
Banks they operate in the provinces through the ' sgencics  of 
the Mationab  Bmk and the i r   rospec t ive  presidents are  vice- 
pxesidepts of the la t te r ,  This re fom is cimed at increasing 
the control  exerc.ised by the  brnks; these will have t he  rEgh5 
t o  exmine the  coononic and f inanc ia l   pos i t ion  of enterpriscs 
in order to give p r . i o r i t y  as regards credi t  t o  those with'tho . 
best profitabil i ty  record,   Furthernore,  i n  February 1970, a 
central  audliting  system was introdwed a t  *he Ministry o f .  
p.inance ia ordcr to r e s t r i c t  the financial independence of 
CBterpr.ise6, 1 9 T c ~ ~ u s t s ~ ~  are t o  be made responaible f o r  the h& 
Of mcu'mging funds t o  be used f o r  technicd. developaenfi 
purposes. 

27. The oonplexity of the r u l e s  f o r  calculat ing 
r ~ u n e r r r t i o n  payments was further  aggravated when the n u l t i p l o  
c r i t e r i a  sys tca  W ~ B  extended t o  apply t o  t he  basic wage ma 
not o n l y  t o  prof:L%sharing schmes, !There is a long-tern 
plan t o  est3bllïsh noms which will take technologiccl p- rog resa  
l.nto accounta Ils regards price re fom,  while r a t iona l i s a t ion  
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2nd f l e x i b f l i t y  offPcialPy continue t o  be the  g o d s  of  the 
r&gine, and  slthhotxgh O revis ion of wholesale pr i cesc  
=?gricüLdCural pr.ices cnd customs t a r i f f s  has been t?,nnomced, 
.it is  quite c l c x   t h a t   t h e   t r e n d  towards z e n t r d i s z t i o n  .is ' 
affect ing th i s  2,ieEd j u s t  as uuch as the  econony as a whole', 
rsnd the i dea  of P, t r l p n r t i t e   p r i c e  system seems t o  have been 
shelved f o r  the t ine  .being, 

28, The rcforns O r  ' 
since ~ ~ 6 8 T  
nancgement nethods m d  
which, 'by the  niadle  o f  the  next  aecadc, will bezr very l iL-bZe 
resemblance t o  what they  were, ten years  earlier.   BulgsAcos 
eeonomtc polfeg .ill this sec tor  is pursuing c ducl goal: thc 
specialisation clad concentration of agriculturcl  productioii 
m a  the ach ievaen t  of 3n integrate6 production  cycle, 

29, Spec.fd.lsation and concentration have  been the k c p  
n o t e s . f o r  the l z a t  two years, especiclly  since  the  Central  
Cornittee PPenua o f  Septenber 1969, and a trend towards the  
.mergfng o f  coLLoc-t;fve farns has  appeared: this generally 
necns foming  groups. of two t o  f o u r  agr icu l tura l  Co-operzbives, 
these .being CoaToscd, i n  t h e i r  turn,  o f  several fams which 
had been  independen% until the   f i r s t   concent ra t ion   dr ive   in  
3.958-590 .@re& emphasis i s  a l so '  being  la id  on the  need t o  
.%ntrodP;lce industî?. id methods in   the   agr icu l tura l   sec tor ,  
Por example, huge s tock   faming  units have been created within 
the frmework o f  %he co l lec t ive   fama o r  by several farns on 
a co-operative b&5s, and t*coaplex  nechanisation  brigades" 
have been ,fornede 

30, The nost or igind.  f eztqre of Bulgaria's  agriculttrrc-3. 
refoms is tho ef îor t ;  t o  achieve  an  integrated  production 
cycle,  fron the   pmduct ion of raw n c t e r i a l s  t o  the  nmke t i cg  
of .the fin5she8- products, The establ ishnent   in  1965 of 2. 
nmber of  bodies wder  Sta te   cont ro l  t o  be  responsible f o r  %he 
procurenent mcl. processing of agriculturd.  products  and theje2 
sale on doaestic m d  foreign  nnrkets  may, l ike   the  merging of 
t h e  Mlnfstry 05 Agriculture with the Ministry.  of t he  Foqd 
Industry, be rcgzrded CS a first s tep  i n  this direct ion,  1% 
was r l s o  with. thfs end i n  view that several  fPagricultw,13- 
fndwt_ria1 coraFlexcsgB were formed on a pure ly  experimentcA 
basis a t  the  el2d of 1968 cad the  begfnning of 1969; they ?.re 
groups of  S t a t e  f m s  o r  cgricultural   co-operatives which hcvc 
been given tho task of orgmiz ing-   jo in t   indus t r ic l ,   @omerc . fz l  
and bui lding  cnlc-qr ises ,  These  complexes cover nore thcn 
30,000 hectares ~ n d  ecch one employs c p p r o x i m t e l y  50,000. 
people, Doubts h?.$e been  voiced as t o  t h e   p r o f i t s b i l i t y  02 
such huge concerna, tn '  view of th? f c i l u r e  o f  an experinentzl 
,concentration  sc'uem ira 1958-59; s ince t h r t  t i n e ,  however, s o  much 
propess  has been made in infrastructure, technology a d  
mancgeaemt thct .it would be  unwise t o  j m p  to  conclusionso 
Moreover, t h i s  new Po-mula should go sons wcy towcrds slowl::g 
d o m  the exodus f r o a  m a l  =,reas 
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31, There .¶.S contfnufng uncertainty m regards  the 
optimum organization of the   agr icu l tura l  s e c t a r ,  and other  
ao].utions have been t r i e d  ou t  recently: one I s  the  
~9indtastrial-ag~,icL~~a~ combine'! where, i n  contrast  t 'o the  
~ ~ . ~ i c u a t u P a l - i n S ~ ~ ~ ~ a l  complex, t he   bas i c   ce l l  cmsists of an 
.intl~zstriaP exbegrise;  another ilsr the agrocomplex, whfch is 
more concerned. with 'the  concentration and spec ia l f sa t fon  of 
production; i t s  or9glnal.fty lies i n  the fact that  i t  groups 
together a number of  entex'pfses which r e t a i n   t h e i r   l e g a l  and 
economic independence wader the  authori ty  of  a board of 
management; t h i r d l y ,  there  is a var ia t ion  o f  the 
a ~ f c ~ t u ~ a l - f ~ d ~ ~ t ~ ~ ~ l  complex where the  component un i t s  are 
entirely  independent  except f o r  the  supervision of a 
co-ordinating  comaittee, 

32, I n  dfacussfons on agricultural   reorganization,  the 
coexistence of the two  farming systems has never  been 
challenged, a E t h o ~ ~ &  differences i n  status a r e  becoming 
progressively less marked, Not so larag ago, it was mainly a 
questfon of  aballdoafng some of the special features of  
co l lec t fve  farming; the  co-operative principle faded  out with -;;he 
abolition of the payment o f  ren t  t o  the  peasants  and, 
therefore ,  o f .  t h e i r  theoretical ownership of l a a d ,  and with the 
Lntroductfon of  t h e  minimm wage guarantee. More recently,  
however, 1-2; secms'to have been agreed that the agricultural - 
co-operatives m e g  'tn fact ,   superior ,  and t h e i r  Icethods t n  the 
f f e l d a  of planzniag, financing and the remuneration o f  l a b o u r  
have  been extende8 t o  the S ta te  farms, Furthermore,  whereas 
h i the r to  a Parge nmber of  co l lec t ive  farms (approximately 200 
between 1962 aad 1966)  generally with a poor   p ro f i t ab i l i t y  
record and located 9n mountainous regions, were converted . into 
State f a m a ,  the  opposite  trend was noted for the  ffrst time 
.%bm the   spr ing  OP 1969 when several  S t a t e  farms were 
.incorporated fn col lec t ive  farmse Hevertheless  there  continue 
to be %WO qui te  d t s t i n c t  categories,  as is confirmed by the  
recent managenen% reforms,  with  the  creation of the  Central  
Un?fon of Agricultural Co-operatives f o r  the   ca l lec t ive  farms in 
1967* the  adoption of: a new l ega l  status f o r  t he   S t a t e  fams i n  
l%5.p when a cela-bml B g t ~ ~ t n  was set upp and the establishnent 
.%Il 1969' @f assocfations of S t a t e  farms, 8s ic temediate   bodies  
between the  two existing f g m g ,  and placefi.  under the   au thor i ty  
of both  the cen"i;r,?3 t r u s t  and the  local  people's  councils. 

33* In tkzc f i e l d  of f o r  p no new measures hzve 
been tntro'Zu-ZT' custons duty  refom' 
tlrhi,ch is due t o  oome i n t o  force on 1st J u l y ,  1970; this prov.idoa 
for EZ mult i - t ie r  tariff depending on whether it appl ies  t o  
members o f  CONXCOIIT, t o  countries which grant Bulgarfa t h e  nos t  
favowed nation t re i tment ,  o r  t o  other  countries, On 
2 W n  Bovenber 19Gg9 as part of the   codi f ica t ion  of  the  re levant  
laPgey the  cor,-&l exercised by the Minister of  Foreign Tmdo 
ove;' tho activit.t;ies of' enterpr ises  \!as st rwgthencd,  and %he 
1prixl.pl.e of S t c t e  monopoly of foreign  trnde was reaff imsd .%il 
UlC-.bfguous teïms,,, 12th February, 1970, the Council of 
r.Jinisters deprived some ecoazoaic assoc ia t iom of  their ri&* t o  
ostabl-ish direct  contact with forej.cn firm and s e t  up new 
Pc::pS under Mfnistr ies  t o  perform t h i s  function. 
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34@ I n   s p i t e  of the  par t ia l  and piecemeal  implementation 
of the  i n i t i d  programme and the  reversal  of  p o l i c y   i n  1968, 
the Bulgarian economy has, on the  whole,  reaped substant ia l  
benefi ts  from t h e  experiment in   p rogresse  Emphasis i s  now 
l a i d  on prof i ts ,   mater ia l   incent ives  and self-financing. Some 
o f  the powers fomer ly   ves t ed   i n   t he   Min i s t r i e s  have  been 
delegated  to  the P%r~sI;sg9 but as many of t h e  key pos ts  i n  
these have  been  given to former o f f i c i a l s ,   t he   e f f ec t  o f  t he  
t ransfer  i s  somewhat l imited,  The reorgaglfzation o f  the 
banking  system is l i k e l y  b. promote the  decentral isat ion.of  
investments,  although  State  control has been  tightened. F r o m  
a more general  standpoint,  the  trend o f  the  reforms shows t h a t  
the economic system i s  not a r i g i d  ideological  concept,  but is 
capable o f  changing  . in  the  l ight of. experience, 

358 Future  prospects are uncertain and they  have become 
even more problematical fol lowing the  action  taken a t  the  end 
of l a s t  year  against   the  heads  of  certain economic associations 
,because o f  t he i r   fo re ign   t r ade   ac t iv i t i e s ,  which had allegedly 
r e s u l t e a   i n  fgbreaches o f  S ta te   d i sc ip l ine   in '   f inanc ia l  matters" 
and which have l e d  the  Bulgarian  leaders t o  impose fur ther  
r e s t r i c t ions  on the  r ights  granted t o  these  groups, B.s the . 

Bulgarian economy is l e s s  advanced than that of  the  other  
countries o f  Eastern Europe, it i s  t rue  that  it can  operate 
more easily  under a centralised  planning and management system; 
none t h e   l e s s ,  a heavy pr ice   has   to   be pa.id f o r  inefficiency, 
clnd pressure w i l l  inevi tably be  exerted i n  fzvour  cf more 
dering reforms, As i n  'Lhe pest, any progress i n  t h i s  d i rec t ion  
w i l l  clepend very  closely on the   Sovie t   a t t i tude ,  

36, It  has been announced that,  with the  co-operation o f  
the  Soviet  Union, t he re  is t o  be a reform.of  the  planning 
.system  involving  the  use of computers, Once t h i s  system hQs 
been worked out ,  it should  serve as a prototype  for a l l  the 
countries o f  Eastern Europa, but9 owing t o  the  Pack o f  
qualified  personnel8 this plan  cannot be implemented until 1971, 
A t  the  end of 1967, however, the IL0 opened a study  centre f o r  
management techniques i n  Sofia, employing American s p e c i d i s t s ,  
It has   recent ly  been  decided that P O  computer centres  using 
IBM equipment should be set up i n  Btllgaric,, I n  accordance w i t h  
an agreement reached with the USSR i n  May 1969,  Bulgeria w i l l  
spec i a l i s e   i n   t he   p roduc t ion  o f  c e r t a i n   e l e c t m n i c  xnzchines; 
as output w i l l  g rec t ly  exceed netional  requirements, exports 
m e  expected t o  cmount t o  500 mill ion  roubles  during  the  next 
five-year  period, The September l969 Plenum Paid  strong 
emphcsis on the irnpor-kance of technical  progress,  cutomation 
and co mput e r i  S a t l o  a? a 
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37, Moreovero the  inportance o f  ccononic  science  seens 

just  been aeL U? which will be dfrect ly   responsible  to the  
t o  have  been  off.ic.iaP%y  recognised and a forecasting  conniss.ion 

Prine  Minis ter  a j d  t o  t h e   P o l i t i c a l  Bureau, Sc ien t i f i c  
research cent res ,   spec ia l i s ing   in   the  various branches of t he  
economy, have clso been  planned f o r  the  f inancing and 
co-ordination of  a c t i v i t i e s  :in .%his field,  taking  Snto  account 
t h e  need t o  ensme that  none of these  overlap and t h a t  
a t t en t ion  is focused on f q d m e n t a l  problem, 

(1) " Fourth F i v e - Y e a G u 9 6 1 - 1 9 S  - 
38, 'Phe Bulgarian econony has expanded rapidly  over   the 

past decade,  bccord%ng 'to o f f i c i d   s t a t i s t i c s ,   t h e   n a t i o n 2 3  
.income rose by an average o f  6,5$ per  annun during  the  five- 
year  period 1961-1965, Although  well below the  9,7$ achieved 
between 1956-1961 and the  provtded f o r  i n  the Plan, this 
r a t e  is one of thhe'highest in Eastern  Emope,  Dming  these 
five  years,   sone 7,600 nillion l eva  were invested i n  the  
Bulgarian econony 8s conpared with the  planning  target of 
8,200, and cer-f;c-.in p ro jec t s   i n   t he   ag r i cu l tu ra l  and i n   t h e  
housing sectors  could  not be carried  through,  Industricl  
p ,owth  was rap id  - 11% between l961 and 1965 a s  compared with 
l5*9$ between 1956 and 1961 - eaphcsles being put  on the  cep.iLr?l 
sec tor ,   the  s k r c  of which fn  the? t o t a l   r o s e  from 47,2$ i n  
l 9 6 1   t o  52,3$ .ill 1965,  while the. share of consutler goods 
tkopped from 52,8$ t o  47,7$e Progress was pa r t i cu la r ly  norked 
Zn fuel and powcz, netal lurgy,  the  engineering and chenical 
.$ndustrles  and'bv-ilding, a a f n l y  owing t o  a i d  f r o n  the  Soviet  
Union and the  o-Hier COit.ECON c o u t r i e s e   I n   t h e   a g r f c u l t u r d  
sector, output rose Dore slowly despi te  heavy  investnen'ts, a d  
r e s u l t s  were very uneven, w i t h  a year ly  average o f  5.7% between 
1956 and 1960 m d  of  3,2$ between 1-961'and 1965, when a rate 
Of %g$ had beex @amled, These disappointing  f igures are 
l a r g e l y  due t o  bs.SL weather, but also t o  a shortage of equipmat  
cnd to inadequate  deliveries of agr icul tural   inputs ,  
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was t o  r i s e  by. c$~ou% 70$, representing  an averago. annual 
increme of 8.2;>, p,nd t o  cccount for about 52$ of the  nztionLd 
.incone by 19'70, About 70$ of this increcse was t o  be the  
r e s u l t  of improved productivity and technologiczl progreso Q 

. The branches o f  .inCustry which were the a o s t  promising i n  this 
respect,  such CS those czpablle of  producing  the nost f o r  
export  t o  t h e  l'Test OP those which had benefft ted fron 
spec ia l i sa t ion  with$n . the  frmework of COMECON, were . to  be 
given priority ..En the ,?;%location o f  avcilcrble  resources, In  
pnrticlalzzr, the ciagineenofng industry 's   shzre   in   overal l  . 

production w2.s to rise f ron  1665$ i n  1965 t o  20$ i n  1970, ,?na 
the chenical inilustry's share from 4*7$ t o  10,8h, 
Ag~icultura9 outpu-1; was to go. up by 25$ t o  30$, representing 
. m  annual averzge of  5,4$, whPch was a lower but  nore seclis%.is 
target   than the one s e t  i n  the previous period, A spec ia l  
e f f o r t  was t o  be lszde i n   t h e  f f e l d s  of mechanisation 2nd 
i r r i g a t i o n ,  Thc Plan 'also povided  for ,211 apprecisblc rise .in 
the   s tandard of  l i v i n g 9  and rea% incones were t o  increase by 
307; between 1966 and 1970, 

$0, In 1966, the f i rs t  year of the  Plan,  national incolro 
rose by Ilel$, This pronp%ed the Bulgarian planners t o  r c i s c  
t h e i r  average cnmal growth targets f o r  the  period .as 2 whole 
gron ae or.%ginrl%y planned, t o  8,5$, Despite  sone 
fslling-off i n  tho rate of  expansion towards t he  end of the 

.. yem, iradus"tsi=19 outpu% increased by 12,4$0 but  the rtse in. 
VIe level  o f  enplopelat, pzrLicuLaPly of  unskilled. l abow,  
exceeded plann%;1g forecasts,   while  productivity  declined, 
dgricul turcl   perforname was exceptionally good, with 
production  r ising by 14,3$, while investments incrczsed by 22$, 
par t icu lar ly ,  .it troula seen, as 2 r e s u l t  of  l a rge  ingorts  of 
machinery and eq,ufpment f %named froi c red i t s  B 

41, Expms.$on was 3 l i t t l e  slower in 1967, when the 
ns t fons l  incone noverthsless rose by g$@ The agriculturt?p 

+powth rate droppcd sharply t o  3.55, but %his was i n  conpmfeon 
with m exce%lent y e a ,   I n  contrast, indus t r ia l   ou tput '  went 
up by 13,5$ and tho engineering 2nd chea icd   indus t r ies ,  owing 
tQ the   p r ior i ty   thcg  were given $ma the rrflocction o f  i n v c s ~ c x k  
creaits, increzscd   the i r  ahare i n  .overall  output  fron 21,21J %O 
24,1$ in two yezrs, Although the  planning  target had been 
'exceeded,  the rz%c of' increase   in   the   l eve l  of enplopent  
declined and prod.uctivity rose f ron  3$ t o  8,175. h s t l  y 

there was a further Parge increase ira fnvestnent,s ( * d i e  . 
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- 20- - 
43e Bulgmfcsz  economic  expansion  continued t o  s l o w  Ciovnl 

&wing  9968, Whoil t he  ne t  material product rose by only  6.5:; 
SB Dgaimt the 10,5$ planned, This s i t ua t ion  seems t o  be 

: primarily due t o '  t h e  bad weather which l e d  t o  an 8.7% drop i n  
" cgricu1tmal   output ,  The r e su l t  was all1 the  more disappointing 

because -the rc tc  of indusLrial growth (11@8$) was b e t t e r  t h m  
z:sticfpated and would have been su f f i c i en t  t o  o f fse t  the 
lzagative impact on the national income of  a drop i n  
agricultmaP pr~ofiuc-tfon %f this had been less   se r ious ,  Labom 
m o d u c t i v i t y  Fnproved f u r t h e r  dnd investments  continued t o  
kise though at  c s lower s a t e  (9.5$), A nore modest rise i n  
wages and employncnt helped t o  keep the  balance between supply 
and denania, t o  which the  refom of the   p r ice  systen a l s o  
contributed, 

4$0 1x1 136gY none of  the planning  targets was remhed, 
The econony couat.famed t o  slow d o m  and the   ra te  o f  growth of.. 
%he ne% ma%er%zl product f e l l  back t o  7e7$ (as compared with 
%he 10% planned) o .  Beeawe o f  poor  harvests, a g r i c u l t u r d  
production rose 'by only Z$ and even i n d u s t r i a l  output rose n o m  
slow%y .%hm plcmcd ( 9 3 $  as compared with Il,6$)e This 
.increase was f!x.c zPnost errtirely t o  higher  productivity,  which 
nevertheless fell short o f  forecas%s, There was a . f u r t h e r  
decline in $he sate of  iac~ecse in investrrments (6,5$)p e f fo r t s  
having beeBa discetsd pr imari ly  towards the coopletion o f  
p ro jec ts  aalrecdy .%na hcnd, There w m  cgafn %%%tie increcao .ln 
r e d  income pes hczd (some 3$)  but, f o r  the f irst  t i a e ,  t o  
nark %he 25th zmlfversary of the  revolution, production of 
consumer goods rose f a s t e r  %.han production of c a p i t a l  (1l.A 2,s 
against 9 O 25 1 

m e  Plan f o r  1970 

45, By cmd lmge ,  planning  targets f o r  B970 are l e s s  
mb%%ious than thoae f o r  the  previous  year and r e f l e c t  the slower 
s a t e  of econonic growth, The national  incone is  t o  increcse by 
g$, and this should make it possible. t o  reach and even exceed 
%he Five-Year Plcn t a rge ts ,   desp i te   the  poor  perfornances O$ 
1968 and 1969, Indus t r i a l  output is t o  rlse by 8,2$ - t he  
lowest  f%gure seJ& since 1960, and productivity b g$, which 
f o r  the f i r s t  t . b c  $3 higher  than industr ia l  O 
ra te  has been  mnounced f o r  agr icu l tura l  proch 
according t o  t h e  ln fomat fon  available,  it can a t  between 
12% and 14*7$, The share of ~ ~ a c c m ~ l a t i o n ~ ~  i n  
.%n;cone should &op s l i g h t l y ,  t o  28.4$, and a snal l   reduct ion 
(1~57:) %S folceccst in the voluue of tnvestnents.   In accordcnce 
with tihe new econonic systw, three-quarters of these 
.investments will be financed by  the.  enterprises themselves. 9310 
&op i n  t h o  grorotla rate anticipated f o r  1970 is p a r t l y  due t o  
r ecen t   d i f f i cu l t i e s  affecting supplies of raw m a t e r i d s ,  
on*oqr i se  contracts and transport ,   but it also r e f l e c t s   t h c  
.iLlltention t o  $.cvclo.;? %he various branches of the economy 011 c 
awe  se l ec t ive  '%3zsiae 
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'46 A t  t hc  end of the  f i rs t  four  years, it c a ~ ,  
therefore,  be said that the   t a rge ts  o f  the  current Five-Yeei' 
Plan will be n e t  on the whole, even  though the  1969 foreces ts  
have not   fu l ly   nc te r ia l i sed ;  In  a good nzny sectors,  annucl 
growth r a t e s   h m e  exceeded the   t a rge ts ,  This appl ies  t o  .son6 . 

extent t o  chenfcds  and l ight  indugtry ( f o o d s t u f f s ;  t e x t i l e s ,  
l e ~ t h e r ) ,  and t o  several  t y p s  of machinery Troduced by the 
engineering  indrstry. IFplo a p i c u l t u r a l   s e c t o r  has lagged 
seriously  behind  bécause o f  the poor  weather  conditions of  
the past  two years, and it is doubtful  whether the  ambitious 
tmge t   f i xed  f o r  1970 (a 1 2 ~ L l ~ e ~ f i  tncrease) will be attained. 

B, Con,.; s s h e n t  an 

Pr 

$Te  The exyxsfon of  the  Bulgarian econony has SO f a  
been a t t r ibu tzb lc  -bo the increase in the  nwber of eaployedt * 

the nanpower requirenerrts o f  indus t r ia l i sa t ion  were ne t  by 
drawing extenstvcly on. the   large  reserves  o f  agr icu l turc l  
lcbour,  although  conplicated problcm crose i n  connection with 
the ass in i la t lon  and adaptation of these workers. The resul-1; 
was low p ~ o G ~ l . c t € ~ . i t y ,  one of ,the weaknesses of the systal. - 
E f f o r t s  have  bccn nczde in   recent   yer rs  t o  s t o p  the inf lux of 
cgr icu l tura l  workers and t o  make bet ter   use  o f  the  l abour  
d s e z d y  avnPPdXLe, In 1966, a nodernisction p r o p m e  .was 
s t a r t ed  i n  cer ta in  'branches, particu1nrl .y in l i g h t  industry and 
. in  the food  industry, and this l ed  t o  a considerable szvil?g of 
nznpowerB Steps vert also tzken t o  rt-i;rain workers and t o  
.inprove the i r .   fcc lmica l   quc l i f ice t ions ,  A s  a consequence of 
these   e f for t s ,   the   l eve l  of enplopent  was s t a b i l i s e d   i n  1968 
with the growth m t e  falling t o  l e Z $ r  as compared with 9.4P 
.in 1966, and l,-,bourr productivity rose during  the same period 
Pron 2,7$ t o  It fell again i n  1969 (6.3$) end the 
increase  in   euplop~ent ,  which nay be e s t i m t e d  a t  30!$09 aceha 
t o  point t o  a reverscl of the  ear l ier   t rend,  None the   l ess ,  
the  1970 Plan pov.idea for a reater   increase in productivity 
thzn i n   i n d u s t ~ i c l ~  output (9457 and f o r  tl Power l e v e l  of  
cap lopent  (-Oev;) e 

48, A s  pert of the new system, Bulgzria hcd adopted m 
extreuely libercl Labour Code and there  is considerzble lcbour  
nobi l i ty .  To.  strengthen economic co-oper2tion  between the 
two countries, c cer ta in  nunbor of workers a re  cnployed In  the 
Soviet Union, where labour is required f o r  four   najor   projocta  
producing  conaodities  partly  intended f o r  Bulgaria: lwber ing  
.in Komi, where the   o r ig ina l  Pcbour force  of 2,000 is t o  r ise,  
to 9,000 in 1975; c ce l lu lose   fac tory  ct imchxgel ,  where 
2,000 workers m d  engineers  hme been sen t ;   t he   hy ing  of F, 
gi?s pipelino between the Soviet Union  and Bulgaria, on which 
4,000 are enploycd; and the  construction of  ne t a l lu rg icz l  
frct0rfe.a  requfr.ing Q labour  force of 4,500. Wages and 
bonuses a r e  pcfd on %he Soviet  scale,  but Bulgarian workers 
receive qn z:BBit.ional bonus of 22proxiaatel.y 80$, To encourcgo 
%hm t o  a tay iaa tho USSR longer than  the two years cgrced, 
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they a l s o  beriefk-2 from vc~rious  f inencial   privileges,   such 2.s 
ccsy c red i t  for t h o  purchase of rz house when they r o t q  honé 
o r  t he  o -ppor t~mt ty  o f  buying a car  aore  cheaply with roubles, 
which c re  accepted as the equivalent o f  a hard currency, 
Attempts t o  sent'?. Bvlgarfan workers t o  other Conmunlst 
countr ies  (Sovie,"; Zonae of Gemany m d  Czechoslovakih, in 
p m t i c u l a r )  b v e  been unsuccessful, 

Inveshcnts  
7- 

49@ The currcnt Five-Year Plan had provided f o r  the 
i n j e c t i o n  of l3 nflliard l eva  i n t o  the  developaent of the 
oconony, This r e p x e n t e d  an 80$ increase  over  the figure for 
the  previous period, After  a re la t ive ly   s teep  upwnrd trend. .in 
3.966 (22%) Enil 1967 ( 2 5 $ ) ,  when overall  investments  ro8e to 
28192e6 and 2,744 ni%P%on leva  rcspestfvel  cnd r f t e r  p, 
f i r t h e r  fncre~.sc  (ge5$) i n  1968, b~ingfng It he t o t a l  up t o  
2$995 n f l l i o n  l cvc ,  the  rate o f  expansl.on decl iaed  in  1969 %O 
6,5$ (3,192 nil l . ioi1 leva)  , and the credit8  grcnted were er?* 
narked alnos% exclusively f o r  the  completion o f  p ro jec ts  
LLready i n  hand, During the  yrevious  three  years,  unconplotcd 
.fnvesP;nent progrcsmes had accounted f o r  18% of overcl1 
$nvestncnts, evm bore i n  cer tc in  najor  branches of industry: 
SS$ in  engineering, 367; in non-ferrous m t a l s ,  35$ i n  
chenfcds ,  347; .in e l e c t r i c  power and 295 i n  fuel production, 
TIne s i luat%ow tnpobped considerably i n  this res e c t   i n  1969* 
The l970 Plan grov.idos f o r  a reduction o f  P,  5$ f 3,140 niP1Eo~ 
l eva)  2nd no nc jo r  pro jec t  will be bamched bbfore the end of  
the   yex ,   Never the less ,  the ta rge t  of the  current Five-Ye= 
Plan will be z lmr t  ne t ,  

50, During the f i r s t  three  y e a m  of the  current   f ive-yea 
x r i o d ,  industry &sorbed on merage 49$ of  investnents 
iconpared with 53.,'5$ plannad) a p i c u l t u r e  19$ ( a s .  conpared ' 
with 1 8 0 1 5 ) e  Nloca-tions t o  the  four   sec tors ,   fue l  and power, 
netn l legy ,   engincer ing  and chenical industries , together 
roprGsented just  over 72$ of the L Q - ~ X  iladustrial. imestment i n  
1966, near ly  ' 74$  .in 1967 m d  Tl$ in 1968. 

. .  
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52. After two excellent  years,  when r e a l  income per  head 
rose some 20% (a  l i t t l e  more f o r  wage ezrners and a l i t t l e  
l e s s  f o r  peasants),   l968 arld 1969 saw a marked down-turn. A t  
the  end.of  1967,  there was an apprec iab le   r i se   in   fami ly  
allowances as p a r t  of a pol icy of encouraging 2 higher b i r th  
r a t e ;  a new pension scheme was introduced, and it was planned 
gradually t o  extend a five-day, 44-hour working week t o  a l l  
sec torsQ In  1968, t he   r e l a t ive ly   r ap id   r i s e   i n   t o t a l   nomind  
:incomes, the  consequence of  r i s i n g  wages, a f u r t h e r   r i s e   i n   t h e  
l eve l  o f  employment, and improved soc ia l   benef i t s ,  was 

' cancelled out by pr ice   increases ,   a r t icu la r ly  f o r  foodstuffs, 
The r e t a i l   p r i ce   i ndex  went up by during  the  yearp  but  the 
r i s e   i n   t h e   c o s t  of l i v i n g  WBS probably  .greater  since the.. .price 
of  services   ( including  rents)  showed a tendency t o  climb  even 
more steeply,   This  trend  continued  into 1969. However, 
concessions were made i n  December 1967 t o  some of  t h e   l e a s t  
pr ivi leged members o f  t'ne community t o  neutral ise   the  reper-  
cussions o f  p r ice   increases  on t h e i r  household  budgets, A f e w  
wage increases  were announced on the eve of the  25th  anniversary 

' o f  the  Bulgarian Communist rggime, ce l eb ra t ed   i n  September  1969, 
but  they w i l l  o n l y  af fec t  a l imi ted  number of workers and w i l l  
come i n t o  force   over   s ix  months, Cuts w i l l  a lso be made i n   t h e  
pr ices  o f  a few consumer items of  secondary Amportence, 

538 The share of  nat ional  income Recounted f o r  by 
consumption, which hcd been  estirne.led et 6!jo89/c i n  1966,  rose t o  
69% i n  1969 and should  reach 71% i n  19708 Because of the  down- 
turn  i n  Egricerltusal output,   there has been no impmvement in 
the  supply  of  foodstuffs, The higher   s tmdard  of   l iving i s  
ref lected  pr imari ly  in be t t e r   qua l i t y  of clothing, and i n  
purchase of cars  and e l e c t r i c  domestic  eppliances, Government 
subsidies €or housing  have  risen by 25% end per   cap i ta   l iv ing  
space is currently  11.2 sq,rn, 

C, 

54, Agriculture, by t radi t ion  the  chief   occupat io .n .   in  
Bulgarie, now eccounts f o r  o n l y  4 0 %  of the  lebour  force,  
whereas before   the war 82% of t h e   p o p l c t i o n  were s t i l l  
employed i n  this sector,  Bulgaria was the first East European 
country t o  complete. 'collectivisation, which it did i n  1956, 
and 88% of  farm lznd is. now .in the   social is t   sector .   Pr ivcl te  
plots  only  account f o r  9% of a rab le  Land, but  make c very 
substznt ia l   contr ibut ion t o  production. 

netionel  production. Its share of  t o t r l  exports  exceeds $556; 
it provides  nearly 75% of exports t o  the  West. The current 
Five-Year Plan, 1966-1970, envisages an i n c r e e s e   i n  
egriculturKL output of .?5%-3O%, which means an 2verzge cnnu2.1 

55e Agriculture1  output  represents  ebout 26% of B u l  a r i a %  

. .  
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".."AX 1naus-t- 
5ge Dur€ng %he first two years of the  current Five-Yew 

Plan, gross industr.ial output.went up by 27.2$; i n  1968, t h e  
plenning  target (S,0.6$) was exceeded (11,8$). The main 
f e a t w e  o f  the  present  stage of  indus t r ia l  development i n  
B,LLgaria is the rapid gpowth in the production of producer 
goods, which accounted f o r  53% of overa l l  output in 1967 as 
against .Sn 1960, " P r i o r i t y  %n the   a l loca t ion  o f  
.investment c red i t s  also eaabPed power production, metallurgy 
and the  engineering and chemical ic4ustries t o  expand 
rapidly, The last two branches in particular  appreciably 
increaeed  their   share i n  industr ia l   output  between l960 and 1968; 

. .%his-ros-e frcm T2,4$ -Lo 19,1$ in the .case .of engineering, and 
from 3@7$ t o  6,& .in the  case of the chemical  Industry, while 
the food industry EOW o a y  accowrbe r"~r 2?,5$ of the t o t a l  a s  
oompared with 3385"/. a t  the  start  of the previous  decade, 

60, In 1969, the  ra te  of  growth of industrial   output 
9.9;)  f o r  the f t m t  time f e l l   s h o r t  of the planning  target 
11,8$), For the ffrst time too, the output of consumer goods 
3.1%) rose faster than that  of capitall equipment ( 9 @ 2 $ )  e t 

'62 ,  O i l  extraction has been  dwindling  steadily  since 
19679 falltng from 499,000 tons in that year to 475,000 t o m  
in 11968 (insteaa of the  700,000 tons  provided f o r  i n  the Plad 
and to   only 325,000 teas ln 196% B~ilgaria has  concluded t! 
long-term agreement with the Soviet Union which provides f o r  
cznnml deliveries of 5.5 million tons now, r i s i n g  t o  10 millioil  
tons fn 1975, suff ic ient  t o  cover  practically a l l  requirementa;. 
The rcsuht  of d2XlIing i n  the  Black-3ea 'has  been disappointing, 
deposits being t o o  deep t o  be worked economically, A gcs 
pipeline  capable OP corry2ng PO milliard cu,m will be b u i l t  
between Ihyina, the Sov%eL p o r t  on tho Danube, and Sofia, via 
Rumania, beforé the end of  1975e An o i l  p ipe l ine  with a 
capacity o f  €0,000 tons d;s also p l a n e d ,  The to ta l :  value 02 
t he  two p ipe l ima  .is estimated at $70 million. 

63, A t  h plenary xneetjtng of the Central  Committee i n  
Rovember 1969, .it was decided to make sweeping  changes i n   t h c  
nat ional  energy pcttern,  which will henceforward be based on 
ofP, natural gos and atomic  energy, with a view t o  preparj-ng 
the integral ton of the Bulgarian and Soviet economies. 
Constmcid,on of 5,n atomic power Btatfoar s t a r t e d  last  Octcbcr, 
m e  'two reactors ,  with a capecity sf $40 kwh each, will s t a k  
t o  operate i n  l974 an6 3.975 respectively,  About 50$ of the  
addi t ional  energy produced  between l976 and 1980 will be f r o m  
.this source . .  

N A T O  U N C L A S S I P I E D  
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64, Butput from the   me ta l lu rg ica l   p l an t s   a t  Kremikovtzi 
and Pernik  has expanded i n   r e c e n t  years, r i s i n g  from 
1,23g9000  tons of  c rude   s t ee l   i n  1967 t o  1,461,000  tons i n  
l968 m d  1,515,000 i n  1969,  Reports o f  the  construction of a 
third  metal lurgical .  complex  on the Black Sea seem hardly 
p l .aus ib le   in  view o f  t h e  agreement  rezched with the  Soviet  
Union i n  Ney P969 fo r   t he   cons t ruc t i cn  of an i r o n  and s t e e l  
complex with Bulgarian'   participation. 

65. The chemical  industry  continues t o  forge ahead. 
Investments  have  been  channelled  primerily  into  the  production 
of mm-made f i b r e s ,   p l a s t i c s  and chemical f e r t i l i s e r s .  A 
first a r t i f i c i a l  fibre: fac tory  with a cEpacity of  12,000 tons 
came on s t r e w  a t  Ycmbaï E t  the  end of 1968, a second 
9,000 tons has j u s t  come into  operat ion,  and a t h i r d  
4,000 tons a t  Vidin is planned f o r  19706 This  year, t oo ,  

ce l lu lose  (50,000 tons )  w i l l  be produced e t  Svishtov.  Three 
mi l l ion   tons  o f  crude o i l  were processGd by the  petrochemiczl 
i ndus t ry   i n  1969, P, t y r e   f m t o r y  c t  Vidin i s  expected t o  be 
working e t  full capacity i n  1970 (1,2 mill ion) .  znd output  of 
e r t i f i c id  f e r t i l i s e r  will t o t c l  733,000 tons. 

66, The eng i r ee r in   i ndus t ryvs   shze  of  t o t d   e q o r t s  
which s tood  r t  27% in 19 g 9 should,  mcosding to foreccs ts ,  
r i s e   t o  40% i n  1970, rnd P22 new f e c t o r i e s  Zre due t o  stcrt up 
before t h e  end of t h e  y e m ,  The production o f  new cc.rs is 
nc!ring good progress,  &nd  psoductlon m d  cssembly ccpc.ci-l;y 
should be sufficient f o r  60,000 ccsrs i n  1975. I n  1969, 
%O,OOO t o n  ccrgo vessels were b u i l t  i n  the Vcrnr. shipycrds, 
c.nd r f t c s  1970 vessels  o f  35,000 tonsp  then 75,000 tons ,  md 
f i n c l l y  90,000 tons will be b u i l t .  Within  the francwork o f  
COPECON, Bulgcrir spec i r l i s e s   i n   t he   p roduc t ion  o f  t r m s p o r t  
vehic les ,   e lec t r ic  hois ts ,  t r c c t o r s   ( p m t i c u l r r l y  f o r  vine- 
growing) , pumps end mrchinery  for  the food industry. 

67. Thc development of t he   ne rchmt  navy during  these lzst 
yecrs  hcs been p a r t i c u l a r l y   s t r i k i n g :   t h e  number o f  nerchcnt 
s h i p s   h m   r i s e n  from 33 i n  1960 t o  56 i n  1966 cnd to 108 i n  
1968. The Bulaarim ne rch rn t   f l ee t  hes now pzssed t h e  700,000 
t o n   l e v e l ,  It; tonnege rose s h m p l y  between-  1966 a d  1967' 
(346,640 to 748,010 t o n s ) .  

Trcde 
" 

680 Turnover i n   r e t d . 1   t r a d e   r o s e  by 8% i n  1968 2nd 7.9% 
i n  1969. lis in prev ious   yens ,  consumer durcbles,  pm?ticulc.rly 
e l e c t r i c  domestic ~ .pp l i~ .nces ,  were zmong the f z s t e s t   s e l l i n g  
items, Demmd for clothing 2nd t e x t i l e s  wr.s e l s o  very  strong, 
pad orders  f o r  cars  rose s teadi ly .   Furthermore,   industr id  
services   to   the  populat ion,   such CS the  rep2ir 2nd maintemnce 
o f  domestic  cppliznces md vehicles,  continued t o  exqxnd. 
However, the  type 2nd q u d i t y  of goods offered did not 2.1wr.ys 
correspond t o  dcmcnd, 2.nd this 'wcs r e f l ec t ed  t o  sone  extent i n  
the  growth o f  savings  deposits (19.8% i n  1967, 11%' i n  1968). 
The 1970 plcn  provides  for m increcse o f  7e70//0 in r e t c - i l   s d e s  
including  services.  

Y '  
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Public 2i.aan.ces D* "" 
6 g 0  Bulgw.iz*s  budgetary  expenditure  rose from 

4,427 m i l l i o n  lcvc  in   1968 (which represents an increase of 
9,2$) t o  5,041 nfllfon i n  1969, a further increase of l?e&;e 
Of this total, 2,632 m i l l i o n  leva  (approximately 525) were 
earmarked f o r  t ne  na5ional economy and 1 , 4 5 1  mi l l i on  (299) 
f o r  soc i a l  and ol;Plturaal purposes,  Receipts were expected to 
total 5,052 mill.ion l e m  i n  1969, of which 3,870 million (775:) 
were t o  come from the   na t iona l  economy, including 1,869 
mil l ion f rom t w m v e r  2nd 1,464 million f r o m  i n d u s t r i a  
prof its, Taxes pz id  by the ,  popullalfon were t o  yield 
312 mil l ion  leva,  The expenditure  forecast  for 1970 t o t d B  
5,225 mil l ion  lcvc.; this I s  only 3,6$ more than l a s t  year, 
and the  economy will absorb 49.67; of this mousmat, 

70, Defence  expenclitme in   absolute   values   rose by 8,X$ 
in 1968, 140471 in 1969, 2nd 7.3% in 1970, but i t s  share of ~ 

' t h e   S t a t e  budgct h m  remained  steady: 6$ i n   l 968  and 1969 
znd 6,2$ in 1970e It is the   p rac t i ce   i n  Communist comtr%cB 
t o  omit from the official budget figw2e.s certain  i tems 0% 
expenditure nolrnz3J.y regarded  in  the West as being  re la ted t o  
defence,  Consequertly, variations in t he   o f f i c i a1  budget do 
no t   necessa r i ly   wf l ec t  a corresponding  variatio'n i n  mrt~d 
roilitary  expenditure, However, in the  case of Bul.g=?ric, th0 
port ion of mfLiJk,ry expenditure n o t  included i n  the defence 
budget is prob2bl.y not  very l a rge  i n  r e l a t ion  t o  overe l l  
mil i tary  expendi twe,  althocgh it may have va r i ed   s l i gh t ly  
over the y e a s e  T5,kip.g account of the  expenditures  hidden .%D 
other  budget i - k c n û ,  Bulgzriass r e a l  defence  effort  was put c% 
+3&$ of  GNP (Tmrbor cost)  according t o  the  estimates of %he ' 

experts who met G% %TAT0 i n  1968,  There seems t o  have  been no 
change i n  t h i s  respect   s ince that Lime, 

71. The coonomic expansion o f  Bulgarfa, which i s  a smc3.X 
country with 19nited  resources and a restricted  domestic 
mzrket, i s  more heavily  dependent on. foreign  t rade thm that 
of any other E~.:s-i; ibopean  country,  Exports  represent 227); pad 
. imports 22,8$ O? the net  razterial  product, as compared with 
9*9$ 2nd 10,3$ r e spec t ive ly   i n  the case of Rumaniae The volwro 
of  t r sde ,  which hcd been  increasing by an annual  average of  15:; 
during %he e s r l y   s i x t i e s ,  is now r i s i n g  less r ap id ly  (11.27; .ln 
1968) bu.t, nevertheless,  nore quickly 'than the   na t iona l  Sncomc, , 

Cornmimist cowrhA.es accocntcd for 7ge4$ of Bulgariclz t rade in 
1969, m d  the USSB alone f o r  53*5$, Exports t o  non-ComtknLa-Z 
countries were more disappointing;  the  share o f  the  industr . id.%sed 
countr ies  OP t h e  Vest fell back to J.5-16$ tn 1969,  but  the 
volume of  trade with developing  countries  rose (5e6 t o  6e6$)s 

- 27- 

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



N A T O  U N ' C L A S S I F I E D ,  

-28- 
72* Bulgar,tc has had an  adverse-balance of  t rcde   s incc  

p95gP both with the USSR and the  other  members o f  CONECOI$ a d  
wjtth the ind.uslr , idised  countr ies  of  the West, The d e f i c i t  
Ss p a r t l y   o f f s e t  by the  growing  incone from the t o u r i s t  
i adus t ry ,  The number o f  fo re ign   v i s i t o r s  has dcubled  sincc 

'P965Sp and to tc l lc i l  2,131,000 i n  1969. However, t h e   o f f i c i c l  
s t a t i s t i c s  Include a i l  foreigners  entering the country, even 
,if they 2re oxly ix t r a n s i t ,  The inf lux o f  Western t o u r i s t s  
c,zm=not %ai1 t o  have a psychological  effect  on the  Bulgar im 
population, At t he   sme   t ime ,   t ou r i s t s   b r ing   i n  an 
cpprscizble   qumt.f ty  of  hard  currencies and must be  encourzgcd 
f o r  %his rensone The di f f icu l t   p roblec  o f  how t o  reconcile 
these two conflic*ing  considerations has been frequent ly  
discussed  in   thc  Pcr ty ,  

7 3 0  Two fundmental   trends  have  appeared  in  the 
development of  Bulgsr ia*s   foreign  t rade:   the   divers i f icat ion 
o f  t rad ing  partaers 2nd the  improvement i n  the pa t te rn  of 
trade e 

2"- Geo rzphfczl  breckdown 
74, The COIXt2CON countries  account f o r  cdm0St 805 of  ' 

Bulgar%n*s fo re ig l  trp,de, They supply loo$ o f  i t s  sulphur, 
potzssiuu, f e r t i l i s e r ,   n e t a l l u r q i c a l  coke,  copper 2nd 
d u m f n i m  imports, more than 9593 of i t s  o i l  and p ig   i ron  
inpor t s  and  about 80$ o f  i t s  ce l lu lose  and sheet metal 
purchases. Wfthin the  COMECON, Bulgaria spec ia l f ses  i n  the 
production of 240 types of machines; it provides  over 95s of 
the e l e c t r i c  hoists and trolleys imported by i t s  s o c i a l i s t  
par tners ,  

Bulgcria*s t rad ing  ppxtners. Its de l iver ies  of r2.w n a t e r i c l s  
and equipment m e  of  v i t d  importance f o r   i n d u s t r i c l i s a t i o n  
2nd it o f fe r s  t, przct icd. ly   ur i l ini ted  out le t  f o r  a good many 
products which rrould be d i f f i c u l t  t o  sell on 'Western carlrcts. 
LI 196g9 5305"i; o f  Bulgar ia 's   t rade was with t h e  USSR, and 'thni3 
proportion i s  cxpccted t o  r i s e  t o  6O$ i n  1970 and 705 i n  the 
middle o f  the  nes t  decade, The Soviet Union i s  followed by 
the  Soviet-occupicd Zoxe of Germany and then by Czechoslovdcia. 

76, Up t o  1960, the  share of  Western indus t r ia l i sed  
count r ies   in   Bvlgar ia ' s   fore ign   t rade  was p rac t i ca l ly  
negligible. Duriag the  period 1961-1968, however, it rose  at 
an an.aual avercgc  ra te  of 19.65 (2s coclpared with 12,8$ for 
overa l l   t r ade )  aad i n  1968 i t  represented 18,2$ of t he  t o t a l  
(17.1$ of expor-%s m d  19,2$ of impor t s ) .  Half of this tradc 
.is with th2 Comon lslarket countries and 25$ with the ZPTA 

' Couzt r ies .  I n  1968, Eulgariars   nain  t rading  par tners  were 
Gemany, I t a l y  and France,  followed by Austria and the  Unikcd 
ICingdon. I t a l y  novcd UP t o  f irst  place i n  1969, and Prance 
dropped  back t o  f.ir"th. The chief  yroblen  in  trade with the 

75.. The Sov.iet Union is by f a r   t h e   n o s t   i n p o r t m t  of 

d 
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f. 

b 

West s t e m  fron the unfavourable  pattern o f  Bu1 arian  exports,  
nachinery and oqutpnent  accounting f o r  only l m $  and 
agr icu l tura l  producc representing 6O$m Bulgaria has an 
wrtremely  adverse %rade balance with the West, In orde r  t o  
U n i t  i t s  indebtcdness and also because the Connon Marketts 
r e s t r i c t ive   po l i cy   ac t s  as an  effective  brekc on sa l e s  of 
Bulgarian  agricultural  produce, Bulgaria greatly reduced its 
.imports  fron Western count r ies   in  1969, whose share of i ts  
f o s e i g ' t r a . d e  f e l l  t o  1%. or 16$, 

only'account for 5,6$ of i t s  foreign  trade; between 1960 and 
1968, these  exports rose f rou  3e5$ t o  6,2$ of the t o t a l  and 
.inports fron 2.4 Lo 4 , s .  h 1968, over half (53$) of  t h i a  
trade was with the Arab countries,  headed by the UNI.  
Bulgaria provides these countries with econonic aid i n  tho  
forn'of long-tom credPts (genemlly f o r  ten  years) a t  2,5$ 
.tilterest, Sin cddiL..Pon t o  short-tern,  inteTest-free  loans 
( s ix  t o  twelve monWm) which are  allowed by the  c lcar ing 
system, The uxlcxwkweloped countries  provide  Bulgaria with 
,ou t le t s  f o r  i ts  i n d u s t r i a l  production, which is  not  conpetit.ivo 
on world narkets, and supply. it in exchange with the  raw 
naterials it necfis, I n  1968, machinery and e uipnent 
represented 18,3$ of exports and chemicals 17 7 2. 

77,, Bulgar.%en transact ions with the  developing  countr.iea 

"* COrnOd I 

78. Over -81c past decade and as the economy has developed, 
the  patter.n o f  BtiLgarian f o r e i g n  t rade has been rad ica l ly  
changinGa Tho shmc o f  industrial   products in exports rose 
from 3273 i n  1960 t o  4-66 i n  1969, whereas the  share  of  
agricultural.  pxoducts f e l l  fron 54;; t o  $5*2$* 'While sales of  
nachfnery and ccuipaent only  accounted f o r  27.l$ of  the t o t d .  
.in 1960, they  hzve  subsequently  risen  twice as fas t  as overa l l  
exports and w i l l ' , m c o u n t  f o r  36$ fn lCJ7Oe Diversif icat ion h m  
not been un i fo ra ,  however, and has been r e s t r i c t e d   p r l m r i l y  

. t o  i n t e r -CO~~CO?~  r e l a t i o n s ,   m m t u f f s  s t i l l  account f o r  755 
. .  of  exports t o  t he  .indusix%rlised West, 

79, A s  acega-ds imports, they conslst  mainly of capital  
goods,  nachinei-y and complete  plants, as well as raw n a t e r l z l s  
and fue ls ,  anc? c h m i c a l  and pharaaceutical  products, In 1969, 

of $his being cquipaent and 45,235 raw na te r i a l s  and semi- 
finished produ.c-ts @ 

. m a n s  o f  produc-Lioaa accounted f o r  86,1$ of  a l l   i n p o r t s ,  40.97~ 

80, Porefgn t rade  rose by 4% i n  1969, with iuports 
falling by P, 55; 2nd exports rfsLxg by 11%. There was a . 

surplus on trcclc account f o r  t h e  f i r s t  t i n e  in n m y  years, 
No figures are y e t  avai lab le  t o  show the  geographical brenk- 
d o m  of  t rade,  bu% 9t energes from what i n f o m a t i o n  has becil 
pubatshed that thc s'mre O? t h e   i n d u s t r i d i s e d  countries of 
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-B;& CiTest has fr?Ll@n fron 18@2$ i n  1968 t o  15 o r  l@, These 
resul.-t;s confiml the %rend  towards the reduction of  inpor t s  fron 
the  Vest, which cppeared  fn 1967 and which c m  be  explcinci! by 
balance of papcn'üs d i f f l c u l t i e s  and t h e   f a c t  that a snall 
country l i k e  BtiLg,,ria cannot  afford a chronic   def ic i t .  

respec t ,  Forci.Lg1 trrcde should represent  only  4,076  nil l ion 
leva., this f f g ~ ~ e  bcing a l i t t l e  lower than  the  mount  forecast  
for 1969 (4,154 aillion l evs ) ;  i t  will, therefore ,  have 
%ncreosed by 4-8:; by coupIrison with 1965, so t h a t  there would 
seeu t o  be no 11o;)c of reaching the Five-'Year P lcn   tmget  .of c 
65'b increase,  l-khemore, the  eocfalist  couultrics'  s b r e  
r.rilP rise t o  87;- (with the  USSR alone  zccounting f o r  606) 
wl1iPe t rade  wi%h -Hie so-csl led  capi ta l is t   countr ies  will fd.1 
t o  l375 of  the -t;ot'sl, This new trend  could be due t o  Soviet 
pressure, but  u.ight  equally well be the  consequence of recent 
axus3tbons  ag,o,iilst ce r t a in  foreign trade enterprises bemuse 
of their  t ransec t ions  with the West, 

81, The 1,970 Plon is in t e re s t ing  in aorc thzn one 

B, with COT~TSCON countries a" 
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6, Co-oTcrztions with Westerlz countrtes 

84, The BulgzrEan leaders  cre well awcre that they necd 
P.. 

the aid of the aodem- equipnent 2nd sophisticated  technology 
o f  the West if proauct iv i ty  ir: t o  improve and i f  Bulgarian 
n a n u f m t u r e s   m e ' t o  become more competitive on the world 
mxket .  However, Bulgmiaes heavy  indebtedness in convertlblc 
currencies Pa 3. hflldrance t o  the  exTangion o f  trcde with tho 
l'!est, They hcwc ccco:dPngly devised f o r n s  of  co-operation 
.Eimiting  aid frow f o r e i g  firm (con3ribution  of  technicol 
laow-how, bcrter  zgrceucnte,   narketing of' Bulgarian exports) 
wtthout giving t11eu 3 s2.y in umzgenent They wozld o f f e r  
t h o  c.ddit.ion,ojl z?civ,-.ntcge o f  a t t rac t ing   very  L i t t l e  p o l i . t i c c l  
,n.Ltention. Ncvcrthcless, such agreements as hxvc  been  recchcd' 
so  fzr with Westcm countries hme been l i n f t e d  i n  scope, 
Even the prOct . raCi l t  o f  1-iccnces  leads t o  d i f f i c u l t i e s  i n  
respect  of quz l i t y  con t ro l  and thc training of pcrsonnel, Tho 
yoss ib i l i ty   o f  crccting joint enterpr ises  is curren t ly  bcLxg 
discussed, In pmticular ,   negot la%ions =/re i n  progress wi-LZz 
Gcmany on 2 project in which costs  2nd r c spono tb i l i t i e s  vrould 
be shared eq=x.lTy, This project  would consis t  of the joint 
procuremnt o f  l . tcences,   mchinery and rzw m t c r i o l s  2nd 
vrould provide Bulgzrian industry with the  benefits   of nodem 
nxmgeucnt  technfcpcs, There would be no leg21 obstacle  t o  
auch F. projec t  S L I C C  the BlLLgzrinn cons t i tu t ion  c l l o w s  for 
the p r iva t e  ovrrmrship o f  t h e  a m n s  of  productlor,  but it would 
bo d i f f i c u l t  t o  czrry it through on account o f  ideological  
considerctions, 
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N A T O  S A N S  C L A S S I F ’ I C A T I O N  

TABLEAU 14 - TABLE 14 

en millions de l e v a  devises  millions fore ign  exchange leva 

T o t a l  

T o t a l  Import S 
__q. 

775 b 2 
903 5 9 
975,8 

1.14-6,2. 

E x p o r t s  

- 292 i 
-133,o : 
+ 5 0 , 5  

-202 7 

-135, t5 I 

I 

> T A T 0  S A N S  C L A S S I F I C A T I O N  
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IIKPORTATIONS BULGARES EXPORTATIOYTS BULGARES 
1. U n i a l  S o v i d t i q u e  - Union  Sovir5tique - 4 

Sovie t   Union  53 0% S o v i e t  Union 5594s '  
, 2. RDA - DRG 894% 

3. Tchdcoslovaquie  - 
Czechos lovakia  1! 9 6$ 

4. RFA - FRG 4 9 0 $  
5 .  P O ~ O ~ C  - Poland 3 9  6% 
6. I t a l i e  - I t a l y  392% 
7. France . 2,8$ 
8. Autriche - I l v s t r i a  1?8$ 

2. 

3 .  

4. 
5. 
6 .  
7. 
8. 

RDA - DRG 79 59 
Tch6coslovaquie -. 
Czechoslovakia  5 9  5% 
RFA - FRG 323s 
Polgne - Poland 390$ 
I t a l i e  - I t a l y  297% 

Hongrie .- H u n g a r y  198$ 
Yougoslavie - Yugoslavia  198$ 

9. Yougoslavie  - 
Yugoslav ia  

10 . Rorngrie - - Hungary 1, '75 

15.  P r a c c  1 9 1 %  15. Japon - Japan  0,9$ 
14. Gr'Ece - Greece 1,25 14. R o u m a n i e  - Rum.nj.a 191$ 
13. Cuba 1,373 13. Royame-Uni - UK l,l$ 
12.  Autriche - A u s t r i a  1,376 12. S u i s s e  - S w i t z e r l m d  1,2$ 
11. Roumaxic - Rumania l,@ 11. Cuba 1, G$ 
10. Royaru;le-Uili - UK ' l,@ 

BU'i;GfLRL'XT Il'dl?ORTS BULG,PLRI!$J EXPORTS 
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