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The attached  report is based on a number of 
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2. It  is divided into  two sections: 

(a) 1976 Economic  Results; 

(b) the.1977 Plan and direction of overall  objectives 
to 1gs0, 

7 This wprt is fomerded  to the Council for its 
inf oruwtion 

(Signed) J. BILLY 

NATO I 

1110 Brussels, 

This document includes: 1 Annex 

N A T.,O R E S T R I C T E D  

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  R E S T R I C T E D  
b 

-2- C-M(77)59 
ECONOIvlY 

-i.s 

Report by the  Economic Conmittee 

PART I 

THE 1976 RESULTS 

summy 
l, Figures  released f o r  1976 by the   Cent ra l   S ta t i s . t i cs  

I Office  indicate  t h a t  overa.11-  Hungarian economic performame-  in ' .  . 

' the first year of  the new 1976-1980 Five-Year P l a n   f e l l  shor t  
o f  planned  targets  'and  resulted  in a slackening o f  growth, NEP 
(NeYMaterial  Product) rose 3% over 1975 but was below Plan 
t a r g e t  (5.57;) . Industr ia l   output  ' increased 4.1% (Plan: 6%) 
A weak showing was r eg i s t e red   i n   pe r   cap i t a   r ea l  income increase 
(176) p .as well as i n  t o t a l  consup t ion  o f  the  population (1.5-294) 
and in   t he   r e t a i l   t r ade   t u rnove r  (1,4%). P a r t  of . , this  slower 
growth was due t o  8 poor  supy,7.y o f  ag r i cu l tu ra l  goods  and a - r i s e  
i n   t h e  consumer pr ice  index o f  %, Poor farrn resul ts   (output  

.dropped  over 1975) adversely  affected  food  industry  output. 3n 
a more posi t ive.note   investment   in   the s o c i a l i s t  sec tor  grew 
according t o  Plan and Eungary also managed t o  reduce i t s  roub1.e 
and especial ly  i t s  hard  currency  def ic i t ,  though due less t o  any 
upsurge i n  exports than to a cutback i n  imports. The export- 
sens i t ive  economy  was s t i l l  a f fec ted  by the  absence o f  t h e ;  
expected boom i n  world t rade ,  

SECTOR ANALYSIS . .I . . 

. .  . .  . . .  . 

. .  _ .  

(i) Investments 
, .  . . 

" 

2, In  accordance with the  Plan,   capital   investments were 
UD about 6% over 1975 t o t a l l i n g  150 bil l ion  for ints(1) .   Resources  
were concentrated  =primarily on large-scale  engineering and 
chemical export  or iented  plants  which were t o  be completed i n  
1976, including  the  f inal   generat ing  uni t  o f  the  Durnarmenti 
Thermal Power Plant ,   the  second sect ion of  the  Soviet-Hungarian 
na tura l  gas pipel ine,   the  Nyirdd-Izamajor II bauxite mine and a 
r o l l i n g  mill a t  the Ozd metal-lurgical, works. 

(ii) Industry 

3* . Production grew over 1975 by 4.1?$ and r e f l e c t e d ' t h e  
general adverse  econonic  circumstances. i n  1976. The chemical 
sec tor  showed the  greatest   irscrezse over l975 o f  11.1%. 
Engineering  overall  rose 656 and  output o f  ce r t a in   s ec to r s  o f  
t h i s  industry,  e.g.  Leleconmunications,  precision and general 
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electrical  engineering,  were  substantially  higher,  ranging 
from 7-10%, In  the  steel  industry,  crude  rolled  steel  production 
reached 6.5 nillion  tons (1975: 6 . 3  million  tons),  Exports 
were worth $227 million. By contrast,  data  on  output  of  machine 
tools (+0.37&) and  transportation  equipment (+l%), revealed 
again  the  ongoing  problems of low productivity  and  technological 
lag,  although  some  steps  towards  modernization  have  been 
taken  by  means  of  purchasing  foreign  production  licences  and 
technolo . One  of  the  most  dramatic  declines  in  output (-41.5% 
over 197 57 was registered  in  the  trucii  sectoro as a result of' 
CEMA specialization  programme,  which  requires  Hungary  to  phase 
out  production of light  and  medium-sized  trucks.  By  contrast 
the  bus  sector  produced  about 10,500 buses of  which  nearly 70% 
was  exported,  mainly  to CONEXON countries(1).  The  food  industry, 
which  together  with  the  livestock  sector  represents  almost 20% 
of Hungarian  'exports,  ha.d  an  increase  of only O,gS/o over 1975 
.affected  mainly  by  the  decline  in  meat  production  (down l e3$3 .  

4 .  Hungary's  oil  and  gas  industry  made good,gains as 
output  f?om  the  Szegad  area  continued  to  rise  and  prospects  are 
that  this  production  will  rise  slowly  through 1980, Xungarian 
crude production  increased  to  nearly -2,,2 million tonsp 8% over 
1975 .figures  and  gas.  output  rose 20% to 600 MM cfd.  With 
increased  supplies of  both  domestic  and  imported  hydrocarbons now 
assuredp .Hun;ary  is  pushing  petrochemical  products  at a record 
pace,  Imports of p l a s t i c s  from the West have already been 
significantly  reduced. 

(iii)  Agriculture 

5. Agriculture  output  was 3% less  than  the 1975 level 
which  was  already low: grain  production  reached  only 11.3 
filillion  tons  (Plan: 13.1 million tons)(2). There  were  short- 
ages of root  crops,  vegetables and fruit, and'the number of live- 
stock  showed a slight  decline  over 1975, The  setback  was  due t o  
unfavourable  vieather,  the  lack  of  modern  farm  machinery,  and 
the  governmental  failure to encourage  private  plot  output.  The 
number of.  persons  engaged  on.agrlcultura1 work decreased,  moving 
t o  other  sectors  of  the  economy  where  there  are  labour  shortages; 
this  phenomenon  accentuated  the  problems existing in  agriculture. 
These  difficulties  gave  impetus  to a concerted  effort  in  the 
second  half  of 1976 to  introduce  more  mechanization  and. 
fertilizers  into  the  agricultural  sector, as well  as  sone 
measures  to  stimulate  output  in  private  plots  and  the  situation 
has  already  turned around as of   id-1977. In  addition, in view 

Il) SW33 Weekly  Economic  Report,  17th P&rch, 19'77. No 
-ation  is at present  available on reasons for the 
dramatic decline in truck  production.  Part of the  reason, 
however, may  lie with  the.  expansion of the  bus and  railway 

. . carriage  (output  to  double  by 1980) s.ectors.. 
( 2 )  UM Delegation,  'OEastern Europe: Serious  Effects of the 

1976 Drought  on Food Suppliesf1 , Apri l  1977. 
ra a Ir O R E S T R I C T E D  
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of  domestic demand, fewer  slaughter  animals  and  less meat were 
exported  than i n  19750 On the  other hand, one should n o t  over- 
s ta te   the  poor  performance of 1976. As a r e s u l t  of reforms begun 
under the b E M  i n  1968, output f o r  both  collective farms and 
pr iva t e   p lo t s  has greatly  increased  in  general  and disposable 
income per rural family has g.;%ovn some 70% from 1965 t o  1975* 

60 The per   cap i ta   rea l  income went up  by 1% (Planned: 
376), and the  Minis-ter cf Finance said t h a t   i n  some famil ies  
l iving  s tandards  had,   in   fact ,  dropped,  although  nominal wages 
rose by 5.5% over 1975.. A t  the  same t ime ,   t he   r e t a i l . p r i ce  
index  rose by 596 due mainly t o  higher  food  prices. This may 
have had some influ-ence on the  reluctance o f  the  population t o  
spend, as there  was a 14:; increase  in  savings  over 197To A t  
the end o f  the  year bank depos i t s   to ta l led  93 b i l l i o n   f o r i n t s .  
I n  s p i t e  o f  t h i s  increase,  however, per  capita  savings  deposits 
re la ted  t o  average  monthly take-home pay  remain f a i r l y  low i n  
comparison wi th   t he   r e s t  o f  East Europe (1975: 2,2 months; .. 

GDR: 5.4; Bulgaria: 6)(1). 

(v)  Foreign  Trade 

7. Hungary has been faced,  in  recent  years,  with a 
detéri.oration o f  external  trade  conditions.  The current 

i n  Hungary encountering  increased  difficult ies  in  marketing 
her  products, Moreover,  Hungary's posi t ion has weakened within 
COPECON, It was c l e a r   t h a t   t h e  noirnting foreign  t rade 
imbalance and harc?. currency  debt would have t o  be a l l e v i a t e d   i n  
1976 i f  Hungary wished t o  avoid a gsyments c r i s i s .  In t h i s  
respect,  Hungary had some success l as t  year. 

Western recession and sharpening of  competition  has  resulted: I . . 

O, During tl?e  year Hungary managed t o  reduce  both i t s  
rouble and hard currency  deficits,  primarily  through,.holdi:rg 
dotm imports. The rouble   def ic i t  was cu t  from 373 n i l l i o n  
roubles i n  1975 t o  247 rri l l ion  roubles(2).  The share of Eiungaryts 
trade  with i t s  COMECON par tners   decl ined  s ignif icant ly  i n  p a r t  
because o2 .a   l a rge  f o r i n t  revaluation  against   the  rouble  than 
against  Western  currencies. The European COPIECOE countries 
accounted  for 53% of  Hungary's foreign  t rade  in  1976 (nearly 
65$ i n  1975), but  the  share w i l l  increase as b i l a t e r a l   t r a d e  
protocols  are  realized  during  the  remaining  years o f  the  Plan 
(Table III). The major er,ergy imports  included 7 0 3  million tons 
of o i l ;  1,200 m13 of  na tu ra l  gas and 4.5 bn kWh of e lec ty ic i ty .  
The Soviet Union continue5 t o  be HLmgaryfs best   partner with 
28.8% o f  t o t a l  t rade ,  
( S j  1975 f igures  are t he   l a t e s t   ava i l ab le .  

(2) US M f s s i o m i g u r e s  based on l a t e s t   ava i l ab le  EIungarian 
Source: RLR, No. 101/77, 4th  May, 1977 

s t a t i s t i c s .  
-..PI. N A T O  R E S X R I C T E D  
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9. Hungary  reduced  its  deficit  with non-COMECON countries, 
partially  due  to  improved  terms of trade  and  partially  due  to 
lower  imports.  Trade  with  the  Third  World  continued  to  develop, 
though  very slowly, with  exports  rising 4% partially  because 
Hungary’s  exports  of  farm  produce  and  foodstuffs  fell  below 1975 
levels. The  negative  balance  in  non-rouble  trade  declined from 
$531 million  in 1975 to $347 million  in 1976. With  its “top 
ten” non-COMECOM  trading  partners  Hungary  lessened  the  deficit 
from $576 million to.$484 million...  The loss.was partially  off- 
set  by  better  results  witn  smaller  countries  and  surpluses  in 
intra-COMECON  “hard  currency I1(i.e. convertible  roubles)  trade. 
Total  hard  currency  debt  at  the  end of 1976 was $3.6 billion 
(1975: $2.1  billion)(l). 

PART II 

smnmY 
10, The Eungarian  authorities  expect  that 1977 should 

show better  economic  results  than  in 1976. Growth  is  plarned 
to be accelerated  in 1977. &MP, which  rose  by 3% in 1976, is 
scheduled  to  increase b 6-6 e 5% (1976-lgSO: 5 . 4-5 D 7%) industrial 
production t o  go up to 8% (4% in 1976), agricultural  production  by 
’7-7*$?6 over 1975 ( the disappointing 1976 data were deliberately 
avoided  in  Government.  statements),  real  per  capita-  income  by 3.5”0/6, 
Capital  investments  will  rise 9;3% and be largely  concentrated on 
projects with an export.-Potential. Overall, the 1977 Plan 
estimates  are.not  unrealistic though the  Plan success will-largely 
depend  upon  whether the .agricultural  sector  has a good year. 

SECTORAL ANALYSIS 

(i) Investrnent 

. 11, . The na.tiona1  economic  plan  for 1977 aXlocates  the 
biggest  slice  to  the  most  important-pro3ects  already under 
construction  and  provides  for  only a few  new  large  projects 
started.  Total  investments will rise 9.3% over 1976 levels 
164 billion  forints(2),  with  over 40 billion  forint  worth of 
machinery  and  equipment,  or 296 of investment  total, t o  be 
imported(3).  Work on four major  projects will definitely be 

t o  be 
t o  

(l) O K 3  estimate 

East-West Trade News, 26th.  January, 1977, page 5 
( 3 )  f b ’  Id. 

N A T O  R E S T R I C T E D  “ii”“-.UI”” 
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started  during  the  year  and  there  is a possibility  that work 
may  begin  on  five  others. All will  absorb  about 5096 of the- 
investment  total.  Priority  is  to be given  to  the  development 
of energy  and  raw  material  supplies.  The  most  important  project 
is the 800 million  forint  investment  in  the  couiJtry*s lmges t  
bauxite  mine,.  which  upon  completion  (in 1982) will  turn  out 
400,000 tonnes  of  bauxite a year.  The  second  major  project  is 
the  constructicn of  the  Markushegy  lignite  coal  mine,  due for 
completion by 1984, which  will  turn  out 1,680,000 tonnes  at f u l l  
capacity.  The  total  sum  allocated  to  its  construction  is over 
3,000 million  forints. 

12, Kungary  has a l so  passed laws on joir\_t  ventures  which 
should make  it  easier for foreign  companies  to-  invest  in the 
sphere of production 8s well as in  services  in the country(1); 

(ii)  Agriculture 

13. Output in 1977 is  expected  to  rise  by  about 6% over the 
disappointing 1976 Levels.  More  stress  is to be  laid on private 
vegetable  and  fruit  production as well as livestock  breeding.  At 
the  same  time,  better use  of fertilizers,  importation of Western 
farm  machinery,  and  in  particular  American  agricultural  expertise, 
plus  higher  State  purchase  prices  of 18-23?; are a l l  expected to 
contribute  to.increase  the  hectare  yields  to  nearly 4 tonnes f o r  
wheat  and over 5.5 tonnes f o r  maize. The 151 State  farms,.  which 
account  for 10.67; of  the  country's  agricultural  area  and 14-1Qi of 
gross output,  are being required to produce  considerably  more 
milk and pork than in 1976 and also to  increase  their  co-operation 
with  the  private  farmer(2).  At  the same,time, the  State  .continues 
its  support of the  development of the  almost 900,000 private 
and  household  plots of the  co-operatives  since  their  success in 
Hungarian  agriculture is.crucia1 to  agricultural  growth ( the  
plots  produce more than 4076 of the  country's  vegetables, 53-54% 
of the p i g s  and 15Yi of  the cattle). 

14. The food industry  in 1977 is to  increase  output by 
696 over 1976, and  food supplies t o  the  population  should  increase 
by 3-3.3%. Planned meat and  meat  product  consumption per  head 
is s e t  to rise from '71.6 to 73.5 kg,,vegetable  consumption from 
82 to 94 kg and  fruit  consuaption fr*orr, 72 to '78 kg(3) 

l) One  such  operation  will  be  the  establishment of a Levi- 
Strauss blue-jeans  factory  near Budapest with.Er  capital 
investment of $79 million-. Der Spiegel,  6th June, 1977, 
page 106 
RF Europe  Research, ttHungarytf, No. r/, 22nd February, 1977 [g]  m, '?Eastern  Europe  Weekly  Economic  Reports1, 3rd  February, 
m 7  (cf.  West  Germany (for 1974): 80 kg/per year. 
D. Lascelles, COR?3CON to 1.980 (London,  1976), page 30, 
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(iii)  Industry 

15. Industrial  output is forecast to rise 6%. The 
metallurgical  industry  is  to  increase  output  by 4% (1976: 6%) 
including  pig  iron 2.3 million  tons,  crude  steel 3.75 million 
tons (1976: 3.6 million  tons  and  rolled  steel 3 million  tons); 
1977 will  witness  further  development of the p ig  iron  and  ore 
preparation  capacities  in an effort  to  produce  more  goods for 
-export,  The  aluminium  industry.is  also.  to  expand  raw  and  semi-. . 
finished  exports  by 20% to  the  West,  though  the  bauxite  output 
of 2,9 aillion  tons  will be slightly  less  than 1976. 

16. In  the  engineering  sectorl  the  machine  industry  is 
aimir-g  particularly  at  increasing  output  by 6-77' O a year over 
1977-1980 and  boosting  exports  at a yearly  increase of  10%(1). 
To cover  machine  industrial  investments,  the  Plan will allocate 
about 50 billion  forints ($1.2 billion)  with  greater  emphasis 
on buses, bus parts,  computer  units,  automated  and  tele- 
conmunications  equipment f o r  oil  and  gas pipe l ines  and  electric 
motors, 

12.8% of total  industrial  output,  is  growing  rapidly  but  still 
has some shortcomings,  Domestic  production  fails t o  meet  the 
total  chemical  requirements of the  national  economy  with  regard 
to  quality  and  quantity and range of goods. In the.past  few 
years  domestic  production  covered  two-thirds of  requirements, 
21-2256 of. the  chemical  products  are  exported,  whereas 40-45% of 
the  required  chemical goods are  covered  from  imports.  Neverthe- 
less,  despite  lacklustre 1976 growth  results  in  such  sectors  as 
sulphuric  acid  and soda, it seems  likely  that  the  chemical 
industry will achieve  the Plan target of an  overall  annual  growth 
of g,1-~.456. The Plan  emphasises  the  main  development in the 
sectors of  fertilizers,  pharmaceutical alld PVC production,  The 
amount of fertilizer  active  ingredients is s e t  to  increase  from 
217 kg (1975) t o  298 kg per farm hectare  by 1980, per  capita 
consumption of plastic t o  rise from 22.8 to 38,4 kg, m-d 
syrLthetic  fibres from 4.7 t0.764 kg in  the  same  -period(2).  One 
such  example is the  construction o f  the $60 million  ethylene 
plant a t  Kazincbarcika  where  Western  equipment is supposed to 
turn out 150,000 tons of PVC by 1978. The  synthetic  material 
processing  industry  is a l so  forecast  to  expand  ra  idly with out- 
put  reaching 370,000 tons  by 1980 (1975: 220,000 P 

17. Hungary's  chemical  industry,  which in 1975 represented 

(2) Ibid.  pages 6-7. - 

M A T O  R E S T R I C T E D  
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LB. In  the  energy  sector,  Hungarian  domest.ic demand i s  
r is ing  quickly (6-756 a year).  In 1977, domestic  crude o i l  
output i s  t o  be slightly above 2.2 mill ion  tons,  with .inports 
t o .  reach ' 7 0 9  million t o n s ,  nainly frora the USSR. Consuuiption 
o f . e l e c t r . i c i t y  i s  t o  increase 6,5Y6 t o  t o t a l  27.,'50O9O0C! kWh, 
with about 20% (4,500 kWh) t o  be inpor t sd  via the  CPmA gr id(1) .  
Never-theless, to-tal sapply w i l l  barely keep up with demand -and 
.many .parts o f  the  country w i l l  continue t o  receive only lirnited 
supplies OP e l e c t r i c i t y ,  Coal deposits are almost exclusively 
of poor  qua l i ty  lignite, all hard and coking  coal has t o  be 
imported  though the   energy   c r i s i s  has forced  the Government t o  
r e h a b i l i t a t e   t h i s   s e c t o r ,  with new thermal po'wer stzti0n.s now 
bein.g bu i l t   c lo se  t o  deposits, Ligni te   p rodwt ion   in  1977 i s  
s e t  zit 25 mill ion  tons.  Gas production i s  t o  increase- t o  605-  
b i l l i o n  m3 (1976: 6 b i l l i o n  m3) t o  take some pressure o f f  o i l  
imports. A t  the  same time,  the  Soviet Union i s  a s s i s t i n g  
Elxngary t o  e s t ab l i sh  an atomic.power  plant Ett Paks t o  help 
meet e l e c t r i c t t y  demands. 

(iv)  Lipi.pLPtapdards " 

19, Real  incomes are set; t o  ir?creaSe 3.5-4?6 with' overall: 
consumer p r i m   i n c r s a s e s  t o  be kept t o  a ce i l i ng  of  4?4, d i g h t 1 y  
lower than 1976 (5%) Th i s  may9 however,  be d i f f i c u l t  t o  
achieve given the announced pr ice  increases   in  January 1977 of 
p e t r o l ,  tinned f r u i t  a_rd vegsta.bles, potatoes and coffee,  
ranging frorn 15-35:;. 

20. Trade turnover i n  1977 with t h e  other COMECON 
countries is  forecas t  - t o  increase:  esports up 125.6 and imports  
up 776(2). Siace Ilungary has concluded bi la teral   agreenents  
with a l l  o f  them this target is  probably  real is t ic .  The biggest 
partner i s  scheduled t o  be the USSR with b i l a t e r a l  agreements i n  
1977 worth more than 3,500 million roubles, More than -50% of  
Hvngary*s exports t o  the USSR consis t  o f  machinery,  buses  and 
auto parts,   Important Hungarian  imports are mainly  crude o i l ,  
gas, coke, t r a c t o r s  and  combines. IEpor ts  from non-socialist 
countries are forecast t o  rise hy 8% with Hungarian  exports s e t  
t o  r i s e  17-18];, which by no means i s  op? safe  ground as much 
will depend on Western  recovery which Hungarian  planners are 
w-able t o  influence.  Figures on Hungarian foreign trade f o r  
the f i r s t  quarter  of this year  indicate  that  the  narrowing of 
the   t rade  gap w i l l  .be  very  much an u p h i l l  cl ixb.  Exprts t o  t he  
West during  the f irst  quarter of  1977 increased by 34:; but 
i a g o r t s  grew by 40.2.76, the cnnvertible  currency  deficit   reaching 
$220 mi1lion0  Unless  this t r e n d  is  reversed, Hungary wj.11 
experience  in 1977 a larger  d a f i c i t  than i n  1976. 
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N A T O  R E S . T R I C T E 2  

21, ,To counter  the  earlier  deterioration  in  its  tesnls of 
trade,'  Hungary  may  have  to  initiate a "selective  credit  poli'cy" 
in  which  it  would  seek  only  those  foreign  credits  which  would be 
for increasing  future  exports.  The  National  Bank  has  set  aside 
45 b . i l l ï o n  forints  in the Five-Year Plan f o r  investments  to 
improve  export  perforcance.  Most of this will ge for impcrts of  
equipaent  and  technology.  Nevertheless, Hungary still  suffers 
from f9ignorance  manipulation and muddleff  in t he  management of its 
foreign  trade(1S , Various  separate  trade  organizations  have 
conflicting  interests  and  responsibilities  which  often  leads  to 
imported item not being  used  efficiently. 

22. Econornic  results  in  the  last few years and  prospects 
Bor 1977 indicate a continuation of the  shift  in  the  relative 
im2ortance cf industry  and  agriculture  within  the  national 
economy.  Industry (in 1975) took 35.79.i; of total  labour force 
(1960: 29.2r;6), agriculture  share has steadily  fallen  from 39.2$ 
in l960 to 22.77; in 1975* At the  same  time,  indQstry  now 
represents 4576 of national  income,  while  agriculture  has  fallen 
to 15% (1960: 29%) . This switpci?,  accompanied by a continuous 
rnigratj-on from the vil lages  to the  cities and farms, has had 
considerable  socio-economic  consequences, 

23. Hungary is faced, l i k e  the  rest of Europe, with 
increasing  prices for its  imported  energy.  In 1977, Hungary is 
to  pay 400 million  roubles or about 22.5% more  than in 1376 and 
a further 25% in 1978 for 8.7 million  tons of  Soviet  crude end 
oil products, At the  same  time, Hungarian domestic  production 
of gas and! o i l  is l ikely 'Co satisfy o~ly about half  -the  domestic 
denand in 1980, instead o f  636 i.3 1970(2): nor has Hmgary the 
capacity  to ra ise  electricity or coal output with any great  speed 
and will continue to r d y  on  Soviet o r  PoolLsh exports. This 
fac tor ,  plus  Hungarian  dependence on Soviet  iron ore, non-ferrous 
metals  and  cotton,  which  also  are  becoming rnom expensive t o  buy, 
will put  even more pressure on the  Hungarian  authorities t o  s t ep  
up eqorts and, whenever  possible,  export  prices  to help pay . f o r  
the  increcsed  imports of raw  material and energy. 

2Lbo In 1976-1980 the  maximum  increase  expected  in  nan-power 
is  not Iilore than 50-60,OOG (1970-1975:. 150,000), though  the  needs 
in the  various sectors are  put  at 165-170,000. The increase for 
l977 is put  at  on1 O, 3$ of the  labour force and 1.2yi for 
1977-1980 .period( 3 '5 . Manpower reserves  have  becone  totally 
exhausted  in  Budapest and Northern  Hungary and the  Government 
realizes  the  pressing need to  organize ?..abOur Inore effectively 

( 3 )  kC/l27.-.-WP/483(Revised) 

YUU-I."LIl"" N & T i '  O R E S T R I C T E I 1 ;  
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as there   a re  mzny examples of ur,der employment in   indus t ry ,  If 
t h i s  i s  n o t  done, any r i s e   i n  psoduction w i l l  have t o  C O M ~  so le ly  
through  greater  efficiency and b e t t e r  teckrialogy. To ircpoi-t 
this teclmology, o r  even develop it indigenously, i s  an 

require s a c r i f i c e s  by the population; With Hungary, these a r e  
perhaps  already r e f l ec t ed   i n   t he   r ecen t  slower r i s e  of  real  wages 
and generally poor housing  conditions. Tine problems o f  such a 
plan l i e s   i n  whether t he  Hungarian  population i s  wi l l ing  t o  
t o l e r a t e  any d ras t i c   cu r t a i l aen t  o f  i t s  expectations. 

e-7" ,,iJemive and ~ilediua t o  long-term pogramne, and one which would 

25. Within the scope o f  COfJIECON re la t ions ,  Hungary w i l l  
continue i t s  r81e o f  a small country  calling f o r  a major reforn 
of  the   s t ruc ture  02 trade  within COI'4ECOM, through a s ingle  
customs union, rea l i s t ic   cur rency  exchange rates, currency 
conve r t ib i l i t y  and d i rec t   contac ts  between economic en ternr i ses  
engaged i n  intra-COMECON trade,  Given the  sluggish state" o f  
the  area's economic growth, t he  Hungarian pro2osals are bound 
to pick up sup;?orters i n  the rest  o f  Eastern Europe, 'Khether 
these  ideas w i l l  begin t o  r i v a l  -the cocaordinatedl S t a t e  economic 
plzn guidelines  favoured. f o r  the most pa r t  by the Soviet COMZZON 
planners i n   YOS SCOW r e m i n s  t o  be seen(l), 

25,  1S;mgaryts hard. currency  debt  in 1975 was $3,5 b i l l ion(2) ,  
O f  this ,%X07 'b i l l ion is  due f o r  repayment i n  1977 which w i l l  
consuine E very large par t  of export earnings. 

paper, 
N A -0 I ? - E S T R l C T E D  "- 
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-1 - ANNEX to 

TABI.3 I 

NIN ECOPITOMIC 11UDIC.ATORS FOR 1976 

Area: 35,770 sq. ailes (93,000 sq. km) 
Population; 10.7 million 

Currency : Forint: $1 .O0 = 41 -20 Commercial rate, May 1977) 
$1 .O0 = 20.60 t Tourist rate May 1977) 

Per capita GNP 
National In- 
CO me 
Industrial 
Production 
Agriculture 
Investclent 
Real Wages 
Foreign Trade 

4 .  ?YS 5.9 6.5 

3.1 3.4 
3.9 t 4.4 
2.8 3.4  
7.8 8.4 l 

! 

Source: Handbook of Jcmomic Statistics, Washington, 1976 
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.National gas mil l in .cyq .  
Steel, m i l l i o n p ' .  
Rolled steel, Ion twneis, 
Bauxite million tonnes 
Alumina, thousand,t.oq$K4,, 
Aluminium, semiXinished, tk@iand tdnies 
Bdcks, million units 
Cement, million tonnes 
Sulphuric acid, thousand tonnes 
Caustic soda, thousand tonnes ' , 

Chemical fertilizers, active ingredient, 

Pesticides, active ingredient, thousand tonnes 
Synthetic materials, thousand tonnes 
Motor b w s ,  thousand units 
Computer technology products, at current 

prices, million forints 
Radios, thousand units 
Television sets, tbousand  units 
Refrigerators, thousand  units 
Washing machines, thousand units 
Spin-dries, thousand units 
Cotton material, million sq-m. 
Wool material, million sq3m. 
Knitted clothing and underwear, 

thousand tonnes 
Shoes, million pairs 
Consumer milk, million litres 
Raw meat with bones, t houmd tonnes 
Dressed poultry,  thousand tonnes 
Sunflower ud, tlaapuswd toanes 
b e r ,  miion lwmlitfes 

thousand tonnes 

Annual 
output 
in 1976 

m 
6,100 

25.3 
2.1 

3 "7 
2.9 
2.9 

736 .O 
134.0 

4 3  
617.0 
93,4 

680.0 
17.5 

141.3 
1 1.4 

1,900 

3,300 
2S0,4 
41 1.7 
434.1 
197.6 
1 84.3 
352.5 
41.3 

15-6 
44.6 

727.8 
483 "6 
141.4 
53.3 
6.8 

1976 in 
percen- 

tage  
of 1975 

107.7 
lot:$. 
106.8 
1176 
99.5 

106.9 
101 O 
97.3 
103 5 
103 2 
114.3 
97.9 

102.4 

108.4 
107.7 
1 14.6 
107 .O 

129.0 
98..3 

103 O 
100.7 
120.2 
111 6 
100.3 
105.8 

109.8 
103.5 
109 O 
88.7 

106 1 
106.2 
106 .O 

N A T O  U N C L A S S I F I E D  
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-3- ANNEX to 

TABLE III 

MJNGARY1S TI?..!DE 

i USSR 

I Xist Germany 
Czechoslovakia 
Poland 
Romania 
Bulgaria l t T o t a l  i 

f 

COMECON C o w t r i e s ( q )  1 
Total t Balance* - Trade ( M i l m r i n t s )  

28 -8 - 1267 
8.9 - 1589 
649 + 664 
4.4 - Ill1 
2.5 + 183 
1.4 - 104 I 

f 

52.9 - 3224 c 

(? )  Ranked by total trade (imports plus exports) in 
commercial f o r i n t s  . .  

+l Includes insurance '.freight charges 

West Germany 
Austria 

Switzerland and 
Litchenstein 

Yugoslavia 
France 
UK 
1 raq 
USA 
B r a z i l  
Total  (Tog Ten) 

I t a l y  

Noa4OMXOfu' Countr-ies 

% e 5  

4.2 
4 ,  o. 
2.4 

. 2.2 
2.1 
1.7 
1 e 5  

'1.5 

3976 
-l 36 - 84 

.-. 23 
- .  25 

+ 4 0  
-' 37 - 45 + l 1  - 5a 

" 1975 
-180 
-1 24 
+, 77 - 37 

+- 42 - 63 - 60 - 21 - 91 

1 R E S T R I C T E D  
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The-ndevbsa11 rate,  used for foreign trade statistics 
prior.to -1976, was a s ta t is t ical  t o o l  and did not  correspond 
t o  oommercial o r  non-commercial exchange rates. The rouble/ 
fo r in t  "devisa!' r a t e  was 1 rouble := 13 .O4 f o r i n t s  during 1973- 
1 973i,. The US, $/forint r a t e  was $1/9.15 f o r i n t s  i n  1973 and 
1974';. US $1/9,06 f o r i n t s  in January-Febrzlary 1975 and US $l/ 
8.51 forints from March-December 1975. Since 1st January, 
1976 the commercial rate (averaging US $1/42.2 forints, ... 

1 rouble/35.9 f o r i n t s )  has been used. 
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TABLE IV 
IKJNGAfl1b.ï PLAN TARGETS 1977 

I 
I '1 976-1 980 Plan 
c "" 1 Planned growth i 

NMl? 6-6.5 t 30-32 I 

Foreign trade turnover 
Sxports to West 
Imports fron West 
Investment 
Real wages {adjusted f o r  

inflation) 
Consumption 
Retail t rade 
Agriculture 

Grain (n i l l ion  tons)  
Grain yield (quintal/hectare) 
Sugar beet (million tons) 
Fertilizer consumption 

Industr ia l  Production 

coa~. (mainly lignite) m. tone _ _  
O i l :  Domestic output (Q. tons) 
oil: Imports (m. tons) 

.. 

- 
'Soviet union 
?dorld 

Domestic 
Imports 

Gas (b i l l ion  cu/m) 

Power production Domestic 
(billion kwh) Imports 
S t e e l  (million tons) 
Rolled products (m. "cons) 
Bauxite million  tons) 
Alumina I ,tons) 
PVC (tons) 
Soda (tons) 
Sulphuric acid (tons) 

f 
i 

l 
t 

12 
17 
8 

3 . 5-4 

N.A. 
N.A. 
5.6 

- 
N . A .  
N . A .  
N . A .  

270 (1975) 
6 

25 
2.2 

7.4 
.4 

6.5 
l .O 

. .  

.3.75 
3 

2.9 
775 9 000 
S.A. 
N.B. 
N . A .  

23-25 
28-30 
1?-1705 

1980 t a rge ts  
l 4 
44 
5.5 
2,000 I 

290-300 
33-35$ (1976-80) 

I 

I - 1980 
2 4 

l 2.2 

7.5 
2.5 

6.8 
5.4 

27.5 ?.5 
4634.5  
3.1-3.3 
3.0-3.1 
800 9 O00 
190,000 

210"220,000 
630 O00 
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