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f ailure to co-ordinate the activities of many local enterprises 
enough to prevent bottlenecks and input hoarding), were being dis­
cussed in Bulgarian economic journals.21 The logic of the larger 
collective farms was, in other words,' allowed to stand. When less 
than three-quarters of the ambitious growth foreseen in the revised 
Third Five-Y ear Plan was actually achieved, however, the blame 
for this f ailure was laid on Chervenkov and bis supporters. His 
ouster from the Central Committee and even the party followed in 
1962. 

During the period 1948-60, the Bulgarian economy had none the 
less undergone major structural changes. Industry's share of the 
net material product had increased from 23 per cent to 48 per cent. 
Agriculture's share had fallen from 59 percent to 27 percent. As 
may be seen in Table 6.1, this was the major sectoral shift of the 
post-war period. At the same time, crop production had risen by 
1.6 percent a year since 1950, more than the 1.4 percent recorded 
for 1925-39 with a growing supply of peasant labour.22 The com­
pletion of collectivisation had shifted 678,000 peasants - about 
one-fifth of the active labour force - into industrial jobs, mainly 
in the larger towns. The average annual increase in industrial 
employment peaked at 11.5 per cent during the period 1955-60, 
the highest rate ever recorded in post-war Eastern Europe. Sorne 

• 20,000 engineers and 5,000 'economists', mainly accountants and 
managers, had graduated from a university system organised 
around science and technology as much as Leninist ideology. By 
the end of the period, the value produced by heavy industry 
matched that by , light industry. Machine-building and chemical 
processing had begun to determine the character of Bulgarian 
industrial development. Food processing, especially for export, was 
also growing rapidly. Budget expenditures consisted largely of 
reinvestment in these fastest-growing sectors. Freight tonnage on a 
slightly increased rail network had quadrupled between 1948 and 
1960, as more rolling stock was added.23 At the same time, energy 
shortages persisted, and a labour shortage threatened once the 
peasant movement to the towns had been completed.24 

ln facing these and other problems since 1960, Bulgarian 
economic policy bas not abandoned its readiness to create even 
larger-scale units of production in industry as well as agriculture. 
But the goal of this subsequent policy bas been greater efficiency 
and technological modernisation, not rapid growth at any. cost. 
Economie incentives have increasingly replaced reliance on mass 
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mobilisation and political enthusiasm. The era of economic reform 
and the pursuit of intensive growth was about to begin. The era of 
economic revolution and extensive growth had corne to an end. 
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7 INDUSTRY AND AGRICULTURE SINCE 1960 

The Bulgarian transition to economic priorities and institutions 
based on the Soviet pattern was essentially complete by the end of 
the 1950s. lt was on this basis that economic development (modern 
growth supported by structural change) was under way for the first 
time in Bulgarian history. The concentration of investment capital 
and the arrivai of factory labour from a newly colleétivised agricul­
tural sector were the key structural changes that sustained rapid 
growth of heavy industry and modern technology. This is the first 
of three chapters devoted to the economy's rather more distinctive 
course of development since 1960. Bulgarian economic develop­
ment derived in part from a larger commitment to foreign trade 
than that of the Soviet Union or of any other Eastern European ' 
country. Since 1960, moreover, the making of Bulgarian economic 
policy has been marked by virtually unbroken discussion about 
how to improve the productivity of labour and capital. The discus­
sion has prompted recurring reforms in the initial Soviet system of 
central planning and ministerial control. Chapter 8 will deal with 
foreign trade and Chapter 9 with internai reform. -

First, the present chapter must set down the further growth and 
structural change of the national economy since 1960. Map 2 
indicates the pattern of production during this period, as well as the 
range of natural resources. More attention must now be paid to 
statistical turning-points than in the previous chapter. Increasingly 
less attention need be paid to discrepancies between planned and 
actual growth; they become less glaring after 1960 and virtually 
disappear after 1980. 

Comparisons across the entire post-war period suggest another 
important change under way in the Bulgarian economy from about 
1960 onward. This has been the transition from extensive to inten­
sive growth, more precisely from growth based on increased inputs 
to growth based on greater productivity per input. For labour, the 
transition was fuelled by massive injections of new fixed capital 
and proceeded more rapidly than anywhere else in Eastern Europe. 
For capital and other inputs, the growth of productivity has been 
sporadic and remains illusive. Management and technology have 
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Map 2: Economie Resources 
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not improved consistently enough to increase the efficiency with 
which capital in particular is used. The concentration of more and 
more inputs into modem industrial production, however, bas 
continued to be the principal source of structural change in the 
economy. 

During the past decade, the overall rate of Bulgarian economic 
growth bas itself declined. The productivity of capital bas failed to 
keep up with that of labour. Raw materials have become more 
expensive, as they have everywhere in the world. Yet the record of 
growth remains a remarkable one, particularly when compared to 
economies of similar size in Western and Eastern Europe. The dis­
continuities of the general European performance before and after 
the oil shock of 1973 do not appear in the Bulgarian case.1 If there 
was no economic miracle for Bulgaria in the 1960s, neither was 
there a serious setback during the 1970s. 

Political continuity provides part of the explanation for this , 
relatively stable performance. By the early 1960s, as spelled out in 
the previous chapter, Todor Zhivkov had consolidated bis position 
as party First Secretary and had become Prime Minister. In 1971, 
be exchanged the latter position, now eliminated, for the 
Presidency of the new State Council. Under this reorganisation, 
Zhivkov bas retained authority over the Council of Ministers, 
although be is no longer its chairman. He is therefore head of state 
as well as head of the party. The collective leadership of the 
Politburo of the party's Central Committee and the 27 members of 
the slightly larger Council of Ministers have none the less corne to 
play the wider role in making decisions that the equivalent bodies 
do in the Soviet Union. Enough younger members have entered the 
Politburo in recent years to lower the average age to below 60, 
which is significantly younger than the Soviet figure. 

No independently powerful figure or likely successor to Zhivkov 
bas yet emerged. (His daughter, Liudmila, though a member of the 
Politburo, was never considered bis probable successor nor equal; 
she was none the less widely mourned at ber early death in 1981.) 
This quarter of a century constitutes the longest period of 
unbroken political stability under a single leadership in modern 
Bulgarian history. Among a population whose historical memory 
of the twentieth century is dominated by uncertainty and imper­
manence, by brief triumphs and enduring defeats, this recent 
continuity must be of significance. ln the rest of Eastern Europe, 
only Hungary bas had a comparable experience. 
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Population Growth and Labour Shortage 

Bulgaria's declining birth rate bas introduced demographic stability 
and also stagnation. The low rate of natural increase typical of 
post-war Eastern Europe bas prevented a population explosion of 
the sort that bas eaten up the aggregate growth achieved by a 
number of Third World economies, when reduced to per-capita 
terms. In the short run, the limited Bulgarian increases in popula­
tion have helped to push ahead of per-captia growth. The long-run 
consequences of this demographic trend for the supply of labour 
for domestic demand are, however, much less desirable. 

The decline of the Bulgarian birth rate predates the post-war 
period. This tendency had appeared in the country's predominantly 
rural population by the early 1920s. As noted in Chapter 2, this was 
primarily a peasant response to war lasses and then to post-war 
uncertainty. Table 7 .1 shows how the decline bas continued, with 

Table 7.1: Patterns of Population Growth, 1900-83 

Birth De a th Natural Total Urban 
rate rate increase population share Density 

per 1,000 per 1,000 per 1,000 (thousands) (%) (per km2) 

1900 42.2 22.5 19.7 3,716 19.a 3a.9 
1920 39.9 21.4 1a.5 4,825 19.9 47.0 
1940 22.2 13.4 a.a 6,368 23.0 61.7 
1950 25.2 10.2 15.0 7,273 27.5 65.7 
1960 17.a a.1 9.7 7,906 38.0 71.4 
1970 16.3 9.1 7.2 a,515 53.0 76.a 
1980 14.5 11.1 3.4 a.an 62.5 80.0 
1983 13.6 11.4 2.2 a,939 ... 65.0 80.7 

Sources: Statisticheski godishnik na NR Bulgariia, 1982 (Sofia, 1983), pp. 29-34; 
Statisticheski spravochnik na NR Bulgariia, 1984 (Sofia, 1984), pp. 168, 180. 

few interruptions, into the 1980s. A post-war baby boom pushed 
the rate of births per 1,000 to 25.2 by 1950, briefly recapturing the 
lev el of the mid-1930s. The decline soon resumed; the rate f ell 
below 20 per 1,000 by 1956 and, after a small upturn for 1968-74, 
was down to 13.6 by 1983. An aging population bas prompted a 
slightly rising death rate since 1965. The rate of natural increase 
decreased more abruptly, from 10 per 1,000 in 1958 to only 2.2 in 
1983. Bulgarian economists have begun to speak seriously about 
the prospect of zero population growth within the next decade. A 
new series of tax incentives for child-bearing households and 
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Table 7.2: Distribution of Labour Force, 1948-83 (percentage of 
active labour) 

Transport 
lndustry Agriculture8 Construction and tradeb Services 

1948 7.9 82.1 2.0 3.7 4.3 
1956 12.9 70.5 3.3 6.0 7.2 
1960 21.9 55.5 5.2 8.1 9.2 
1965 26.3 45.3 7.0 10.3 10.8 
1970 30.3 35.7 8.4 12.5 13.1 
1975 33.5 27.5 8.0 14.6 15.7 
1980 35.2 23.8 8.2 15.8 17.0 
1983 36.1 21.9 8.2 15.7 17.2 

a lncludes forestry. 
blncludes communications. 

Sources: Statisticheski godishnik na NR Bulgariia, 1971, p. 38, 1982, p. 106; 
Statisticheski spravochnik na NR Bulgariia, 1984, pp. 16-17. 

of disincentives for the childless was introduced in 1984. 
Whereas Western economists regard the restriction of output and 

consumer demand as the major long-run burdens of reduced popu­
lation growth, their Bulgarian counterparts consider capping the 
supply of labour as most ominous. The last significant influx of 
immigrant labour came from Thrace and the Macedonian lands in 
the early 1920s (see Chapter 2). For the expanding industrial sector 
of the 1950s and 1960s, the influx of peasant labour from the 
countryside to the towns provided an ample supply of new workers. 
But by the late 1960s, just as the urban share of the population 
passed 50 per cent, the Bulgarian press and scholarly journals 
began lamenting a shortage of industrial labour. By the early 1980s, 
Bulgaria's urban population of working age had begun to decline in 
absolute numbers. Not even a slight increase is forecast until the 
1990s.2 Tables 7.1 and 7.2 indicate how much rural migration and 
the growth of the industrial labour force have slowed down since 
1970. At 49 percent of the industrial and overall labour force by 
1981, the absorption of women bas reached its upper bound. The 
declining birth rate bas compounded these limitations-; as bas the 
reduced number of working hours. The weekly norm was eut from 
48 hours to 42.5 hours with the introduction of the full weekend 
since 1974. By 1975, the demand for labour reportedly exceeded 
supply by 2 per cent in industry and by 3 per cent and 4 per cent in 
construction and transport. An annual 3.3 per cent increase in 
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industrial employment for 1976-80 allowed this gap to widen, 
given the higher rate of industrial growth.3 

Three consequences of this labour shortage should be borne in 
mind for the discussion of national and industrial production that 
follows. One is the pressure placed on this relatively fixed labour 
force to increase its productivity, and thereby permit intensive 
growth. Another is the planners' temptation to replace scarce 
labour with excessive investment of capital, running the risk of 
increasing the demand for labour still further, if new machinery 
does not actually save labour. A third is the workers' temptation to 
escape these pressures by moving from job to job. The annual turn­
over of the existing force of industrial labour was still 29 per cent in 
1981, a high figure by Eastern or Western European standards, 
although well under the 50-1 OO per cent rates recorded in the 
1950s. 

National Income and Industrial Growth 

National incarne, by Bulgarian definition, consists of net material 
production (NMP) of goods, minus that of most services, including 
government, all indirect taxes and depreciation. The NMP bas 
maintained an impressive, if declining rate of growth. Official 
statistics record arise of 8.3 percent for 1966-75, before slipping 
6.1 per cent for 1976-80 and to 4.1 per cent since 1980. It is 
difficult to compare these net aggregates of goods with the gross 
value of goods and services produced, or GNP, used in Western 
practice. 

Table 7 .3 matches NMP figures with the principal Western 
effort, by Thad Aiton and associates, to calculate rates of growth 
for Bulgarian GNP since 1960. Alton's addition of one-fifth for 
services, plus bis factor-cost formula for price-indexing physical 
output, and a higher weighting of agriculture in total output com­
bine to reduce the Bulgarian rate of aggregate growth and 
especially industrial growth after 1965. The downward bias in 
Alton's calculations emerges from their dollar conversions, which 
continue to rank Bulgaria behind Romania, at $3,830 compared 
with $4,240 per capita for 1981. The World Bank bas reversed 
those rankings, dramatically for 1981, with Bulgaria's $4,150 
virtually equal to Hungary's $4,180, and over twice the Romanian 
$1,900. Estimates by the United Nations Economie Commission for 



162 Industry and Agriculture since 1960 

Table 7.3: Comparison of Official and Alton's Rate of Growth, 
1961-83 (percentage average annual growth) 

A. NMP, GNP, lndustrial and Agricultural Growth 

1961-5 1966-70 1971-5 1976-80 1981-3 

Net material product 
(official) 6.7 8.8 7.8 6.1 4.1 

Gross national product 
(Aiton) 6.7 5.1 4.7 0.9 2.98 

lndustry (official) 11.7 10.9 9.1 6.0 4.5 , 
lndustry (Aiton) 11.5 4.7 6.4 3.2 2.8a 

Agriculture (official) 3.2 3.5 2.9 0.9 1.2 
Agriculture (Aiton) 0.0 0.2 2.2 -3.4 4.68 

B. Percentage weighting, 1975 

Trade and 
lndustry Agriculture Construction transport Services 

NMP (1971 prices) 54.0 18.6 9.0 15.4 
GNP (1975 prices) 35.1 27.6 6.7 14.3 21.0 

c. Other Official Growth Rates 

1961-5 1966-70 1971-5 1976-80 1981-3 

Capital investments 7.9 12.5 8.6 4.0 6.8 
Real wages 2.0 5.3 3.0 0.5 2.6 
Foreign trade turnover 14.6 11.3 12.0 8.5 6.9 

8 1981-2. 

Sources: Statisticheski spravochnik na NR Bu/gariia, 1984, pp. 14-15; 169; T. 
Aiton et al., Economie Growth in Eastern Europe, 1965, 1970 and 1975-1981, OP-70 
(New York, 1982), p. 7. 

Europe, which used physical indicators to calculate the Eastern 
European countries' GDP (gross domestic product, GNP minus 
foreign trade, but including services), were unfortunately replaced 
with official NMP figures after 1973. For the period , 1958-60 to 
1967-9, the GDP estimates placed Bulgaria one point ahead of the 
Eastern (and Southern) European averages (7.4 per cent, compared 
with 6.5 per cent and 6.6 per cent respectively) and further ahead of 
Western Europe's 4.7 per cent.4 

This sort of exercise raises serious statistical problems. The 
quality of production resists international comparison, as does the 
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Table 7.4: Sources of Non-Agricultural Growth, 1953-74 (per-
centages) 

Aggregate growth from 1953-7 1958-60 1961-5 1966-70 

Labour force 54 68 48 30 
Labour productivity 43 32 43 71 

Capital stock 79 45 128 100 
Capital productivity -26 39 -84 -16 

Capital broadeninga 68 151 38 30 
Capital deepeningb -21 -24 74 70 

a Defined as increasing the labour force at a constant capital/labour ratio. 
bOefined as increasing the capital/labour ratio. 

1971-4 

32 
62 

133 
-46 

27 
72 

Sources: M. Allen, 'The Bulgarian Economy in the 1970s', JEC, East European 
Economies Post-Helsinki (Washington, OC: US Government Printing Office, 
19nl, p. 648. 

role of foreign trade in domestic growth: Pricing formulas to com­
pensate for the absence of the market mechanism are bard to stan­
dardise. For Bulgaria by itself, there is the added problem of 
weighting agricultural production in an economy that bas under­
gone such a rapid transition from peasant agriculture to factory 
industry.' With the above limitations in mind, let us none the less 
look more closely at industry and agriculture, the two major 
sectors. 

By 1956 the industrial share of Bulgarian net material product 
had exceeded that of agriculture and reached 48 per cent by I 960, 
according to the official figures in Table 6.1. lt reached 57 per cent 
by 1980, though admittedly it was buoyed by overpricing. Agricul­
ture had by then slipped from 27 per cent to 11 per cent, well below 
the 24 per cent represented by construction, trade and transport 
combined. 

The Bulgarian . turn toward intensive growth during the 1960s 
emerges clearly from a World Bank economist's calculation of the 
contribution made by labour, capital and material inputs to non­
agricultural NMP. Table 7.4 diff erentiates between the growth 
attributable to increased amounts of these inputs compared with 
the growth attributable to their greater productivity. The increase 
in labour productivity exceeded the contribution of larger employ­
ment for the first time in the period 1961-5. The productivity of 
massive amounts of new capital investment and material inputs, on 
the other band, continued to decline significantly except for 
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the period 1966-70. The ratio of capital to output doubled between 
1960 and 1970. Capital now deepened increasingly more than it 
broadened, according to Table 7 .4. 

Industry accounted for about two-thirds of Bulgaria's non-agri­
cultural growth during the 1960s. The improv~d productivity of 
industrial labour, and especially capital, during the Fifth Five-Year 
Plan (1966-70) over the Fourth (1961-5) did not, however, trans­
late into a higher rate of growth for industrial output. According to 
Table 7 .3, annual growth for 1966-70 declined slightly, from 11. 7 
per cent for 1961-5 to a still impressive 10.9 percent. This decline 
masks the more efficient use of capital and material inputs for 
1966-70 suggested by Table 7.4. The reliance of official figures on 
Five-Year Plan periods is deceiving in this instance. It overlooks the 
unusually large increment for the last year of the fourth-plan 
period. Industrial output increased by 15 per cent in 1965, and 
averaged 13 per cent a year for 1965-8. Otherwise, Bulgarian 
industrial growth has displayed remarkable stability since 1960, 
increasing annually by about 10 percent for 1961-4, 9 percent for 
1969-75 and 6 percent for 1976-83, all without more than one 
point's deviation. This record may be contrasted with the i:,elative 
volatility of NMP increases. Their standard deviation for the 
period 1953-79 was fully 4 per cent, less than the Romanian or 
Hungarian figures, but double the 2 per cent average for Eastern 
and Western Europe.6 

The other distinctive feature of Bulgarian industrial performance 
during the 1960s was a still higher growth rate for net capital invest­
ment. Its average increment of 12 per cent for 1960-70 surpassed 
even the Romanian figure to lead ail Eastern European countries, 
again buoyed by 23 per cent increments in 1966 and 1967 .7 

Producer (or A) goods naturally led the way, receiving over four­
fifths of industrial investment, while still accounting for barely 
one-half of output. The overall percentage of capital accumulation 
(investment in fixed capital net of depreciation, but including net 
inventories) in national incarne fluctuated, but averaged 29 percent 
throughout the decade. As the supply of new labour began to drop, 
capital deepened with a vengeance. Table 7 .5 reveals that the indus­
trial share of capital investment peaked during the late 1960s. 

During the 1970s, the growth of net investment for the entire 
economy slowed to 7 per cent a year, but continued to be erratic. So 
did the overall share of investment in national incarne. This 
accumulation ratio rose to 33 per cent in 1975 and then fell to 25 
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Table 7.5: Capital lnvestment and Accumulation, 1949-80 (per-
centages) 

Fixed capital investment 1949 1956 1960 1965 1970 1975 1980 

lndustry 31.4 36.8 34.2 44.8 45.2 39.9 41.9 
Agricultures 12.4 22.9 29.7 19.7 15.8 14.7 12.4 
Construction 2.2 0.5 1.6 2.7 2.9 4.1 2.5 
Transport 16.5 6.2 5.4 6.1 7.8 12.0 9.7 
Housing 22.9 23.8 19.2 16.9 15.8 15.3 20.2 
Education, science, arts 2.9 3.6 3.5 3.0 4.2 4.9 4.9 
Health, insurance, 

tourism 2.2 1.9 1.5 1.2 1.6 1.5 1.2 
Other 9.5 4.3 4.9 5.6 6.7 7.6 7.2 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Ratio of accumulation 
to NMP used 14.3 27.5 28.3 30.8 32.8 25.0 

a1ncluding forestry. 

Sources: Statisticheski godishnik na NR Bulgariia, 1971, p. 51, 1982, p. 138, 146; 
Statistiche_s_ld spravochnik na NR Bulgariia, 1976, p. 14. 

percent by the end of the decade. For 1981, it climbed to 27 per 
cent, but slipped back to 22 per cent in 1983. Gross investment, 
including depreciation allowances, has grown more steadily, but 
unfortunately because these allowances have been used more to 
accumulate inventories of unsold goods and to stockpile unused 
inputs rather than to replace old machinery. 

Rising input costs have helped to keep the productivity of capital 
from reversing its decline since 1970. Fuel and energy inputs now 
became more expensive, as in the rest of the world, but also con­
tinued to be used in larger quantities than in Western Europe. 
Chapter 8 will examine the predominance of imports in providing 
them. According to a Western estimate, the cost of ail inputs in 
1980 rose faster than industrial output, by 6 percent, as against 4 
per .cent in real terms, to hold the real increase in industrial value­
added output to 0.4 per cent.8 

Profits on total industrial assets climbed steadily since the 1960s, 
from 9.4 percent in 1965 to a peak of 20. 7 percent in 1979.9 These 
profits became important by the 1970s, as enterprises increasingly 
relied on them for future investment funds (see Table 9.2). Not 
until the early 1980s, as we shall see in Chapter 9, was this reliance 
accompanied by greater attention to modernising existing facilities 
than to investing in new capacity. 
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Industrial Structure: Old Metallurgy and New Machinery 

More readily understandable and perhaps more important than this 
maze of aggregate changes in production and investment have been 
several significant shifts in industrial structure. As would be 
expected, given the emphasis on investment in heavy industry, thè 
share of food processing bas declined. Textiles and other consumer 
goods have retained their small portions of total output. The 
principal gainers, as may be seen in Table 7 .6, have been the 
branches of metallurgy, machinery, electronics and chemicals. By 
1980 they accounted for 36 per cent of industrial production, com­
pared with 17 per cent in 1952. 

Table 7.6: Structure of lndustrial Production, 1939-83 (per-
centages) 

Branch 1939 1952 1960 1970 1980 1983 

Electricity 1.8 2.1 2.0 2.5 2.4 3.9 
Fuel, heat 4.6 3.2 2.8 4.6 3.7 1.4 
Metallurgy 0.5 3.7 5.6 6.6 3.4 3.5 
Machinery 2.4 10.0 12.4 16.5 15.6 14.2 
Bectronics 7.6 8.8 
Chemicals 1.9 3.1 3.7 7.5 8.9 8.2 
Food processing 51.2 39.2 33.5 25.4 22.9 26.9 
Textiles 19.8 14.7 13.5 9.1 5.1 5.5 
Construction, wood processing 1.8 2.2 3.1 3.7 4.9 4.5 
Other 16.0 21.8 23.4 24.1 22.5 28.1 

100.0 100.0 100.0 100.0 100.0 100.0 

Sources: Statisticheski godishnik na NR Bu/gariia, 1971, p. 73; Statisticheski 
spravochnik na NR Bu/gariia, 1984, p. 94. 

Within heavy industry itself, two continuing trends seem to be 
significant. One is the enduring Bulgarian commitment to pro­
ducing basic ferrous metals, however high the cost, in order to 
avoid dependence on imports. The second is the somewhat contra­
dictory commitment to producing internationally competitive 
machinery, especially electrical equipment. During the past decade, 
according to a number of Western businessmen, the quality of 
Bulgarian electrical equipment bas improved significantly. In order 
to examine both metal and machine production properly, however, 
microeconomic case-studies of individual enterprises would be 
required. Bulgarian official statistics have not published the 
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necessary information for this. Native economists have considered, 
but not yet prepared, case-studies. 

The Kremikovtsi m~tallurgical complex near Sofia is one excep­
tion, because of its sizè and trou bled history. It began production 
in 1963, after nearly a decade of debate and planning. The complex 
bas been called both the giant and the graveyard of Bulgarian 
ferrous metallurgy. The initial Lenin complex at Pernik, also near 
Sofia, had opened in 1953. Soviet-supported geological surveys the 
following year (see Chapter 6) had suggested that major new 
deposits of higher-quality iron ore would support a second com­
plex. It was soon clear that such deposits did not in fact exist. Large 
imports of enriching ore would now be needed. The project none 
the less went ahead, with the USSR as the potential ore supplier. 
Sorne 80 per cent of the necessary equipment was also imported 
from the Soviet Union. Construction got underway in 1960. The 
project reportedly took one-fifth of total investment in Bulgarian 
industry for 1962-3.10 Since opening, the complex bas expanded to 
include four blast fumaces, three coking plants and rolling mills. 
Its output for the period 1963-78 accounted for over half of the 
national production of steel, cast and rolled iron. Bulgarian output 
of these goods bas ranked ahead of ail the other Balkan states, with 
the exception of Romania, on a per-capita basis. 

The problems associated with the complex have been equally 
prodigious. The fraction of Bulgarian ore and coking coal used was 
never as much as half, and had dropped to less than one-quarter by 
the mid-1970s. Extraordinary wages, paid to restrain a high 
turnover rate, and delays in construction, delivery or repair forced 
costs upward. The enterprise bas never shown a profit. Its produc­
tion bas consistently failed to meet planned targets, or even to use 
more than three-quarters of plant capacity. For Bulgarian ferrous 
metallurgy as a branch, labour productivity's average annual 
increase fell by over one-half to 3.5 percent between 1971-5 and 
1976-80, well below the 5.2 per cent recorded for industry as a 
whole. 

The case of the Kremikovtsi complex helps us to understand the 
price that Bulgarian industry bas paid for continuing to consume 
metal, fuel and other inputs at the higher, Eastern European level 
per unit of output, rather than the lower Western one. Bulgarian 
economists recognise the cost of this expensive import substitution, 
but do not evidence any readiness to abandon existing metallurgical 
capacity as 'old industry' .11 Lower-cost and more specialised 
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metals are expected to corne neither from Kremikovtsi nor Pernik, 
nor from, say, Czech or Swedish imports, but rather from the 
country's third complex, scheduled to begin operation near Burgas 
in 1985. lts location by a Black Sea port at least places it much 
closer than Sofia, some 400 km from the coast, to the necessary 
imports, primarily Soviet, of iron ore and coking coal. 

The branches of Bulgarian industry that have made the most pro­
gress since the 1960s in reducing their costs and in modernising 
their production are those most committed to exports. Goods sold 
outside the country have been primarily responsible for the average 
annual increase of 16 per cent recorded by the machine-building 
and electronics branches over the period 1960-80. During that 
period, these two branches combined to become the leading sector 
of Bulgarian industrial production, with 23 per cent of the 1980 
total. Their foreign sales increased rapidly enough to suggest that 
export creation was more responsible than import substitution,. 
Such substitution had been the pre-war stimulus for most Bulgarian 
industrial growth (see Chapters 2 and 3). The two branches' com­
bined share of a rapidly rising export value jumped from 13 per 
cent in 1960 to 27 percent in 1970 to 55 percent by 1982. Leading 
the way in exports have been the well-known fork-lift trucks and 
electrical hoisting gear, produced by Balkancar, Bulgaria' s largest 
single industrial enterprise, and a lesser known, but increasing 
amount and variety of computer equipment. Each now accounts 
for almost one-fifth of the branches' export value.12 The same sort 
of export orientation may be found in certain chemical enterprises, 
particularly the pharrnaceutical and cosmetic producer Pharma­
chim. Its exports, packaged and marketed with growing sophisti­
cation, helped to push chemicals to 8.2 per cent of total industry 
output by 1983, and nearly doubled its share of export value, to 3 
percent, between 1965 and 1983. 

Processed foods, beverages and tobacco have been unable to 
maintain their comparably large share of total exports, slipping 
from 40 percent in 1965 to 23 percent in 1975 and 13 percent by 
1983. Their proportion of industrial output bas held up better. A 32 
percent share in 1965 fell to 25 percent by 1975 and 23 percent by 
1980, but rebounded to 27 percent for 1982-3. Investment in new 
plant and equipment bas none the less lagged. The branch received 
a meagre 1.5 percent of total industrial investment for 1958-78 
and 6 per cent since then.13 Most processing facilities rem'ain scat­
tered in smaller plants with old equipment. Their modernisation 
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has become a pressing priority for agriculture as well as for 
industry. 

Growtb of Agriculture 

Bulgaria's agricultural record is an impressive one, for at least part 
of the post-war period. From 1956 to 1970, crop and animal pro­
duction grew at an annual average of 4.1 per cent per capita, a 
higher rate than that achieved anywhere else in Eastern Europe. 

For the decade before 1960, the advance of its final years came 
primarily as a result of massive new investments associated with the 
completion of collectivisation. From 15 per cent in 1950, agricul­
ture's share in net Bulgarian investment rose to 28 percent by 1960, 
also the highest figure for Eastern Europe. Bulgaria was thereby 
the first country in the area to overcome one of the most serious 
failings of the initial Soviet pattern of collectivisation. This was the 
notion that reoganisation was a substitute for large investment in 
the sector .14 

The period since 1960 has witnessed Bulgarian reliance on 
increasing labour productivity in agriculture. For 1960-70, the 
average annual increment in output per person occupied in agricul­
ture was in fact 8.6 per cent, well above rates recorded elsewhere in 
the region. Helping to force this intensive growth was the con­
tinuing decline in the agricultural labour force. The yearly losses of 
labourers had averaged 3 percent of the total during the 1950s and 
4 per cent during the 1960s. Agricultural labour had f allen over 40 
per cent from its 1950 total by 1970. Its numbers now dropped 
below industrial labour for the first time.15 No new investment 
surge appeared after 1960, however. The agricultural share of total 
Bulgarian investment declined rapidly from its 1960 peak to 19 per 
cent by 1965 and to 16 per cent by 1975. Gross investment still 
increased in absolute terms, at an annual rate of 4.5 per cent for 
1960-79. 

After 1970, however, agricultural production itself grew less 
rapidly, despite an average increase of 6.5 percent in labour produc­
tivity until 1979. Output alternated between 4-5 per cent annual 
advances and, in years of bad weather, virtual zero growth, a 
pattern which had persisted into the 1980s. The combination of a 
spring drought and heavy summer rains in 1983 helped to force a fall 
in agricultural production of 7 per cent compared with that of 1982. 
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Table 7.7: Index of Agricultural Output per capita, 1932-81 
(1932-8 = 100) 

1948-528 

Crops 97 
Livestock 82 
Total 91 

Percentage share of total 

Crops 
Livestock 

BMissing 1949 and 1951. 
bMissing 1958. 

1956-6Qb 1966-70 

131 181 
100 149 
119 169 

1956 1960 1965 

64.4 67.3 64.4 
35.6 32.7 35.6 

1971-5 1976-80 1981 

188 191 200 
175 208 234 
183 199 210 

1970 1975 1980 1983 

64.7 56.7 52.2 44.9 
35.3 43.3 47.8 55.9 

Sources: Statisticheski godishnik na NR Bulgariia, 1982, pp. 18-19; Statisticheski 
spravochnik na NR Bulgariia, 1976, p. 51, 1984, p. 52. 

Bad weather alone does not explain the reduced growth rates 
since 1970. The vulnerability to limited or irregular rainfall has 
always been a fact of Bulgarian agricultural life, as noted in the 
Introduction to this volume. The principal man-made problem 
since 1970 has corne from costs of production that have risen 
without a comparable advance in yields or labour productivity. 
Bulgaria ranks ahead of its Balkan neighbours in the application of 
fertiliser per hectare, but domestic production continued through­
out 1980 to lag behind consumption. Expensive imports of higher­
quality minerai fertilisers fill the gap. The Bulgarian press has 
periodically lamented the poor results from the introduction of 
mechanically powered equipment and irrigation.16 They have 
apparently been used too little or too irregularly after investment 
funds have secured them. 

Perhaps one-half of the existing irrigation network is not fully 
used. That network has grown rapidly from only 126,000 hectares 
in 1950 to 715,000 by 1960 and to one million by 1968. Plans to 
extend irrigation to 2 million hectares, or nearly half of Bulgaria's 
4.7 million hectares of cultivated land, have not materialised. The 
lagging productivity of irrigated land suggests one reason for a 
total network that, in 1983, was still only 1.2 million hectares. The 
irrigated area has increased yields only irregularly. Where it has, 
production costs have risen 40 per cent in return for a yield 20 per 
cent higher. 

Tractor numbers (in 15 horsepower equivalents) grew by one­
half during the 1960s to reach 153,000 units by 1980. This total, 
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when divided by arable land, continues to exceed the Romanian 
and Soviet figures, if not the Yugoslav. An increasing number of 
older units none the less needs replacement. To these higher costs 
must be added a level of agricultural wages which doubled between 
1960 and 1980. Ail of these costs, according to the American cal­
culations by the Aiton team, combined to increase the sum of agri­
cultural expenses and depreciation by 116 per cent between 1975 
and 1980.17 

The Changing Balance of Crops and Livestock 

Two major trends have reshaped the structure of Bulgarian agricul­
tural production since 1960. One is the growth of livestock at the 
ex pense of crop cultivation, backed by a related rise in f eed as 
against bread grains. The other is a shift away from the industrial 
crops, primarily tobacco and cotton, that had become so important 
by the inter-war period, in favour of fruit, vegetables and vineyard 
production. Both of these trends may have served, at least in part, 
to mitigate the reduced and erratic growth of aggregate crop 
production since 1975. 

Raising livestock, particularly pigs, had played a smaller part in 
Bulgarian agriculture during the nineteenth century than in that of 
its neighbours. The growth of husbandry over the past 25 years bas 
continued the post-1900 reversai of a previously modest role (see 
Chapter 1). Since the Second World War, as late as 1970, livestock 
accounted for only 35 per cent of the value of Bulgarian agricul­
tural production. By 1983, if we use the higher 1982 prices for live­
stock, that proportion had risen dramatically to 55 per cent.18 

Grassland now took 24 per cent of the country's virtually stable 
agricultural area, compared with 17 percent in 1965. Land under 
crop cultivation had th us declined absolutely. 

How had this upsurge in livestock occurred? Much of the answer 
lies with meeting export demand and rearranging agricultural 
organisation, topics treated in the next two chapters. Here we must 
set down the structure of the upsurge. Pork and poultry have been 
largely responsible. Pigs provided 45 per cent of live-meat value 
produced in 1980, after their numbers were doubled during the 
1970s. Faster reproduction and fattening techniques have proved 
effective, although the slaughtering weights are still low by Western 
European standards. Poultry production bas relied more heavily 
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Table 7.8: Annual Average Output per capita of Agricultural 
Products, 1939-83 

Wheat Corn Tobacco Tomatoes Grapes Milk Eggsa Meat 

1939 317 159 6 7 104 105 117 32 
1953-7 267 159 8 39 64 97 110 34 
1961-5 273 198 13 91 125 148 167 48 
1966-70 344 256 13 85 135 183 190 59 
1971-5 370 290 15 91 122 194 204 67 
1976-80 399 301 14 94 117 224 245 85 
1981-3 483 383 13 91 127 263 283 92 

Ali outputs are given in kilograms, with the exception of eggs, where the number of 
eggs are given. 

Sources: Statisticheski godishnik na NR Bu/gariia, 1982, pp. 18-19; Statisticheski 
spravochnilf na NR Bulgariia, 1984, p. 137. 

on the same industrial techniques of accelerated fattening to 
become the second largest source of meat. Bird numbers rose by 
one-third during the 1970s. Egg sales have also risen significantly, 
up by two-thirds for 1970-83. Again, the number of eggs laid 
annually per hen remains low (145) by Western European stan­
dards. The number of cattle increased to 45 percent of the animal 
numbers, after a spurt during the second half of the 1970s. The 
source was not meat, but rather milk production, which was up 54 
per cent for 1970,-.83.19 Table 7.8 indicates the near tripling of 
milk, egg and meat production per capita that has occurred since 
the late 1950s. 

The ascendancy of livestock has also had its effect on the struc­
ture of grain production. The quantity of feed grains harvested has, 
not surprisingly, increased from 92 percent of the total for bread 
grains in 1965 to 136 percent by 1978. Wheat cultivation continued 
a decline that had begun after the First World War (see Chapter 2). 
Its area fell 11 percent for the period 1965-75. Rye dropped fully 
43 per cent. Corn, barley and soya beans (all livestock feeds) more 
than took up the slack - in output, if not in area. Together they 
rose sufficiently to push up gross grain production by an average of 
4.1 per cent for 1965-75. The area under barley cultivation 
increased by 20 per cent, while yields rose 27 per cent. The initially 
small soya-bean area increased threefold, and output doubled. 
Corn production grew less as a result of the 8 per cent increase in 
cultivated area between 1965 and 197 5, than as a result of the use of 
more fertiliser, greater irrigation and the introduction of high-
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yield hybrids. Overall, the cereal share of total crop and vineyard 
land had fallen to 59 percent by 1970, from 75 percent in both 
1938 and 1948. 

Since 1975, however, the lesser vulnerability of wheat to drought 
compared with corn bas prevented its eclipse by the latter as the 
leading Bulgarian grain. Wheat yields have also risen during the 
past decade to average 43 hectolitres for 1980-2, virtually 
matching the Hungarian and East German levels. They are half 
again those of Romania and Yugoslavia. (Grain production for 
1978-80 averaged 44 percent wheat, 32 percent corn and 18 per 
cent barley.) 

What bas continued, however, is the rising share of animal feed, 
compared with food or seed, in Bulgarian grain consumption, 
including imports. The feed share increased from 55 percent to 71 
percent between 1975 and 1980.20 Such a shift makes it difficult to 
judge the significance of the reduced and more erratic performance 
of aggregate crop .production. It averaged only a 2 per cent annual 
increase for 1975-82. 

The same uncertainty accompanies the changing structure of the 
other main type of Bulgarian agricultural cultivation, the so-called 
specialty crops. The wide spread of sugar beet, sunflower, cotton 
and especially tobacco during the 1920s may be recalled from 
Chapter 2. Since 1960, these industrial crops have increasingly 
given way to directly edible fruit and vegetables or wine grapes.21 

Tobacco still accounted for 13 per cent of gross agricultural 
production during 1981-3, but its physical output and yield con­
tinued a decline unbroken since the early 1970s. Relocation of the 
tobacco fields in order to introduce new varieties may explain the 
slightly falling yields. Yields have also dropped for sugar beet. Its 
output stagnated in the 1970s and fell off after 1980. Sugar beet still 
managed to cover domestic demand, as it bas done since the inter­
war period. Sunflower production bas risen little. Reduced 
hectarage bas largely cancelled out improved yields since 1980. 
Cotton cultivation bas experienced the clearest decline. lts area bas 
fallen steadily to one-sixth of the 1960 average by 1983. Yields have 
also slipped, despite the concentration of cultivation in the warmer, 
south-eastern districts. lmported Soviet cotton was already 
covering over 80 per cent of domestic consumption by the end of 
the 1940s, as noted in Chapter 5. 

The relatively small rise in fruit and vegetable production since 
1960 bas resulted mainly from the increased area under cultivation, 
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rather than from better yields. Most of this increase took place 
during the 1960s. Tomatoes and apples led the way. By the 1970s 
tomatoes accounted for half of the Bulgarian vegetable production, 
on land that was 94 per cent irrigated. Apple and other fruit 
orchards were by this time 90 per cent irrigated. The vineyard area 
remained larger than that of ail orchards. Wine grapes recorded a 
2S percent increase in yields for the period 1976-82 over 196S-7S, 
thus explaining their greater output.22 

The sum of these changes in the structure of special crops was to 
boost the fruit, vegetable and vineyard share of total agricultural 
production slightly, from lS per cent to 16 per cent for 197S-82. 
lndustrial crops meanwhile declined from lS percent to 10 percent 
for 197S-82. 

A Summary of Structural Change 

A balance sheet of structural change since 1960 in Bulgarian agri­
culture and industry should therefore reflect the following shifts. 
Livestock and f eed grains have made the most rapid agricultural 
advance. They now account for two-thirds of the value of produc­
tion. Overall grain cultivation has become concentrated almost 
exclusively in wheat, corn and barley, raising vulnerability to bad 
weather. The share of special crops in agriculture production 
declined to 26 per cent by 1982, from 30 per cent in 196S (or in 
192S). Fruit, vegetable and vineyard cultivation advanced slightly 
in absolute terms. The industrial manufacture of foodstuffs has 
depended more on meat than on fruit or vegetables in order to keep 
a one-quarter share of total industrial production constant since the 
mid-1960s. 

Machine-building, electronic and chemical manufactures have 
led the rise of producers' goods to industrial pre-eminence, 
accounting for SS per cent of output by the 1970s. Continued 
investment in and reliance upon high-cost domestic metallurgy has 
held back the otherwise improved performance of these leading 
branches, particularly their exports. The spread of a serious laboùr 
shortage from agriculture to industry, followed by slower rates of 
aggregate growth since 197S, has intensified pressure throughout 
the economy to use labour more intensively and capital more effi­
ciently. With the possible exception of the late 1960s, less progress 
has been made on the latter task. 
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8 FOREIGN TRADE AND DOMESTIC LIVING 
STANDARDS 

The post-war pattern of Bulgarian production and investment des­
cribed in Chapters 6 and 7 does not dis play striking dif ferences, 
except for slightly higher rates of growth, from the Soviet 
experience. Western observers sometimes cite this similarity to 
support the notion that part of the Bulgarian govemment's 
unfailing loyalty to Soviet foreign policy derives from an economy 
that is not only tied closely to that of the USSR, but is also a mirror 
image of it. This is one of two chapters devoted to aspects of the 
Bulgarian economy that afford greater contrast with the Soviet 
pattern. This chapter examines the larger role of foreign trade and 
the steadier advance of living standards. Chapter 9 treats Bulgaria's 
more continuous attention to reforming the system. Both distinc­
tions help to explain a better Bulgarian performance. But whether 
these distinctions explain more than do Bulgaria's smaller size, 
lower initial level of industrial development, and lower continuing 
level of military expenditure, compared with the USSR, we cannot 
say with certainty. 

Three features of Bulgaria's foreign trade in the post-1960 period 
stand out. First is the well-known record of greater dependence on 
Eastern Europe in general, and on the Soviet Union in particular, 
than other members of t:he Council for Mutual Economie Assis- ' 
tance (CMEA). Secondly, Bulgarian exports have consisted of 
more agricultural goods, processed and unprocessed combined, 
than have those from any of the countries of eastern or southem 
Europe. This second familiar feature has facilitated a significant 
advance in the Bulgarian standard of living. Here, along with 
Hungary and its equally small population, is the only Eastern Euro­
pean economy to have fed its own population without recurring 
shortages or large-scale imports for the past two decades. An 
improved suppl y and variety of foodstuf fs lies at the heart of the 
limited, but significant improvement in the country's overall 
standard of living that began during the 1960s. That improvement 
has become more noticeable during the past decade. 

Less well known is a ' third distinction, the large relative size of 
Bulgaria's foreign trade. As may be seen in Table 8.3, the sum of 
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exports and imports, or trade turnover, now matches the value of 
the net material product (NMP). This proportion places Bulgaria 
ahead of all other Eastern European economies. It also matches the 
ratio of turnover to gross domestic product, admittedly a larger 
aggregate than NMP, for all smaller Western European economies 
except Belgium, if we overlook artificial Eastern European 
exchange rates and also the Eastern European disparity between 
foreign trade and domestic prices. Bulgaria's present position is the 
result of rapid growth in trade turnover since the mid-l 950s. Turn­
over growth averaged 16 percent a year for 1955:_70 and, as noted 
in Table 7.3, 10 per cent for 1971-80. Comparable figures for 
Eastern Europe as a whole were 9 per cent and 7 per cent, respec­
tively, about the same as for Western Europe. 

Foreign trade was of course growing faster than national income 
in all of these countries, suggesting a leading role for trade in 
economic growth across the continent. The elasticity of Bulgarian 
exports and imports with respect to national product (that is, the 
ratio of trade to NMP or GDP growth) was, however, consistently 
ahead of the European average. Bulgarian export elasticity stood at 
1. 7 for 1971-80, compared with an Eastern and Western European 
average of 1.4.1 This rate of growth brought export value from 15 
per cent of NMP in 1960 to 23 per cent by 1970, to 43 per cent by 
1980 and to 50 percent by 1983. The exact relationship of foreign 
trade to domestic development remains bard to quantify, but such 
a large surge in exports, half again the growth rate for NMP 
recorded in Table 7 .3, must have played a positive part. This is true 
even when we reduce the above percentages to compensate for the 
Eastern European distortion of separate, often higher prices set for 
exports and imports as opposed to the prices fixed for the same 
goods domestically produced and consumed. The actual Bulgarian 
trade/income ratio since 1960 bas probably still exceeded the 
'expected ratio' calculated by the United Nations Economie Com­
mission for Europe from population size and per-capita income.2 

Bulgaria's rapidly growing foreign trade bas affected domestic 
growth not just because of its size, but also because of recurring 
imbalances between exports and imports to diff erent countries and 
regions. We need to know the changing structure of trade in order 
to appraise its effect on domestic growth and living standards - in 
other words, on investment and consumption. After all, the ratio 
of exports to roughly estimated national income had reached nearly 
15 percent in the last years before the First World War, as noted in 
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Chapter 1. lts rapid rise in those pre-war decades did facilitate the 
rapid monetisation of the Bulgarian economy, but hardly its indus­
trialisation. How the present advance in the export ratio, well past 
the pre-1914 level, is connected to industrial investment and urban 
cohsumption . helps to define the difference between the two 
periods. So does the new set of economic relationships with both 
Eastern and Western Europe that have emerged since the Second 
World War. 

Dynamics of the Trade Balance 

Bulgaria's post-war emphasis on foreign trade emerged, as might 
be expected in an economy based on the first principles of Soviet­
style planning, from initial attention to imports rather than 
exports. lmports demanded as inputs for rapidly expanding indus­
trial output were the first foreign-trade data entered into the pro­
jections for central planning. Unlike the s·oviet Union, however, 
the Bulgarian list of necessary industrial imports included not only 
machinery, but also large quantities of fuel and other raw materials 
or semi-finished goods. The Bulgarian effort to manufacture 
import substitutes during the 1920s, it may be recalled from 
Chapter 2, had already prompted an equivalent upsurge in imports 
of industrial inputs. Many of the smaller developing economies in 
the Third World have faced a similar dilemma, to which more 
manufactured exports still seem their best answer. 

Bulgarian demand for imported industrial inputs rose sharply 
during the 1960s and 1970s. First came the machinery, iron ore and 
even coal, needed for the growing production of ferrous metals. 
Machinery and equipment, primarily for industry, bas accounted 
for almost half of total import value, as noted in Table 8.1. In 
at:?solute terms, it rose almost threefold during the 1960s and again 
during the 1970s. lmports as a share of industrial consumption of 
inputs climbed from 20 percent to 28 percent between 1955-7 and 
1968-70, still short of the 40 per cent share of the 1920s. 3 

Energy supplies, primarily petroleum, have accounted for the 
largest proportional increase within the structure of Bulgarian 
imports. During the 1970s the energy share virtually doubled, from 
13 per cent to 25 per cent. As a result, combined purchase of 
machinery and energy supplies took the largest share of imports, 
some two-thirds, of all the Eastern European countries. This · 
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Table 8.1: Structure of Major lmports, 1955-83 (percentages) 

1955-7 1968-70 1975-7 1981-3 

Machinery 47.7 50.7 49.1 47.3 
Fuels, metals and minerais 29.9 27.2 25.4 25.3 
Chemicals 9.9 9.0 6.1 7.1 
Construction and non-food inputs 4.2 4.1 7.4 7.0 
Foodstuffs 1.0 4.4 2.5 3.0 
Processed foods 2.2 1.6 
Consumer manufactures 6.5 4.0 6.2 7.8 

Sources: United Nations Economie Commission for Europe (UNECE), Economie 
Survey of Europe, 1971 (New York: UN Secretariat), vol. 1, p. 55; Statisticheski 
godishnik na NR Bu/gariia, 1982 (Sofia, 1983), p. 380; Statisticheski spravochnik na 
NR Bulgariia, 1984 (Sofia, 1984), pp. 65-6. 

Table 8.2: Structure of Major Exports, 1955-83 (percentages) 

1955-7 1968-70 1975-7 1981-3 

Machinery 8.2 35.5 47.2 53.8 
Fuels, metals and minerais 27.9 27.2 8.1 11.0 
Chemicals 2.9 4.6 3.5 2.9 
Construction and non-food inputs 8.0 4.7 4.1 3.0 
Foodstuffs 28.0 35.1 4.8 3.1 
Processed foods 20.8 13.6 
Consumer manufactures 24.8 10.5 10.4 9.9 

Sources:UNECE, Economie Survey of Europe, 1971, vol. 1, p. 55; Statisticheski 
godishnik na NR Bulgariia, 1982 (Sofia, 1983), p. 380; Statisticheski spravochnik na 
NR Bu/gariia, 1984 (Sofia, 1984), pp. 65-6. 

ranking follows logically from a degree of dependence on imported 
ef?.ergy supplies, about 75 per cent of domestic consumption, which · 
is also unmatched among the other Eastern European economies, 
typically well endowed with coal, if not much with oil. Only neigh.­
bouring Greece depends on imported energy to a similar extent. 
Bulgaria's efforts to reduce its dependence by the introduction of 
nuclear power have gone much more slowly than expected, still 
producing less than 10 percent of the country's electricity.4 

The exports generated to pay for these investment-oriented 
imports (barely 10 per cent have been consumer goods) have 
increasingly corne from the sale of machinery, especially electronics 
equipment. According to Table 8.2, machinery's share of export 
value climbed spectacularly from 8 percent for 1955-7 to 36 per 
cent in 1968-70 to 54 per cent by 1981-3. By itself, this relative 
growth suggests a continuing Bulgarian transition away from the 
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agricultural exports upon which the country had depended before 
the Second W orld W ar to modern manufactures with more value 
added. Such a suggestion is in part deceptive. The role of agricul­
tural exports, albeit over 80 per cent processed, was until 1980 the 
largest of any Eastern European country. Their 35 percent share in 
1968-70 had admittedly been eut to 26 percent by 1975-7 and to 
17 percent by 1981-3. 

These shrinking percentages understate the share of food exports 
in two ways, one potential and the othe:r actual. First, they are 
based on sales which, like the rest of Bulgaria's export value, are 80 
percent to other Eastern European countries. These countries paid 
prices which were, in 1970, according to the calculations of an 
American economist, 26 per cent under world prices for com­
parable foodstuffs. But for all exports, Eastern European prices 
were 23 per cent above the world level. If revalued at world prices, 
Bulgarian agricultural exports would therefore have accounted for 
43 per cent rather than 35 per cent of export earnings from trade 
with Eastern countries.5 In fact, this extra amount was earning for­
gone by the Bulgarian export sector in its Eastern European trade 
and an incentive to increase sales to Western countries paying the 
world price. Bulgaria's terms of trade with Eastern Europe have led 
the decline for total trade noted in Table 8.3, slipping to 72 percent 
of the 1970 level by 1980 and to 59 per cent by 1982. This drop con­
firms the relative lack of improvement in the price of agricultural 
compared with industrial or energy exports. The former was a 
relatively larger, share of Bulgarian exports, and the latter a 
relatively larger share of its imports, than was the case for the rest 
of Eastern Europe.6 Since 1975 the implicit price index for imports 
bas risen 74 per cent, mainly because of Soviet oil, whereas the 
export index climbed only 9 per cent. 

T.he second feature of Bulgaria's relatively large food exports to 
Eastern Europe has - until the early 1980s at least- compensated 
for lasses attributable to prices below the world level. The scarcity 
of foodstuff s in much of Eastern Europe bas made them 'bard 
goods' and allowed them to command non-price premiums. The 
premiums have taken a form described by Western economists as 
'piggy-backing', that is, higher-priced, but lower-quality 'soft' 
machinery added onto the annual bilateral agreements with 
Bulgaria's Eastern European partners, in return for the delivery of 
eggs, meat, vegetables, cigarettes and other desirables.7 

Since 1978 the country's Eastern European trade has run a 
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Table 8.3: Foreign Trade Balance and Terms of Trade, 1961-83 (in 
million leva) 

A. Foreign trade balance 

Annual average 1961-3 
X-M 

USSR 457-506 
Other CMEAa 257-251 
Western 89-105 
Third World 22- 16 
Otherb 60- 52 

Totals 885-930 

B. Terms of trade 

Terms of total traded 
Total X+ M as % of NMPe 

1968-70 
X-M 

1151-1121 
448- 432 
309- 366 
99- 105 

104- ff7 

2111-2091 

1960 

102 
31 

1965 

104 
43 

X - M = exports minus imports. 
a lncluding Cuba. 
bMainly Yugoslavia. 
c Approximate values. 

1975-7 
X-M 

2849-3024 
1246-1163 
513-1061 
532- 243 
114- 87 

5254-5578 

1970 

100 
46 

1975 

96 
69 

dExport divided by import price index, 1970 = 100. 
e Net material product. 

1981-3 
X-M 

5669-6172 
2010-2310C 
1267-1812 
1716- 618 
191- 24C . 

10853 - 10927 

1980 

76 
82 

1982 

65 
96 

Sources: Statisticheski godishnik na NR Bulgariia, 1964, p. 305; 1971, pp. 195-7; 
1982, 382-4; Vunshna turgoviia na NR Bulgariia, 1939-1975 (Sofia, 1976), 
pp. 26-8; Statisticheski spravochnik na NR Bu/gariia, 1984, pp. 67-9; M. Allen, 
'The Bulgarian Economy in the 1970s', in JEC, Eastern European Economies Post­
He/sinki (Washington, OC: US Government Printing Office, 19nJ. p. 689; M.R. 
Jackson, 'Recent Economie Performance and Policy in Bulgaria', in JEC, East 
European Economies:· Slow Growth in the 1980s (Washington, OC: US Government 
Printing Office, 1985), p. 13. 

significant import surplus. To some extent this surplus is another . 
indication of the economic value placed on its agricultural exports; 
it is also a reflection of political capital earned by loyalty to the 
Soviet Union. Accompanying this trade deficit with the Eastérn 
European countries has been a small export surplus with Western 
Europe and a large one with the Third W orld. A sizeable deficit in 
Western European trade had appeared in the mid-1970s. The 
breakdown of Bulgarian trade balances in Table 8.3 makes it clear 
that significant regional deficits and surpluses have been typical of 
the period since 1970. The following analysis of economic relations 
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with the three principal regions concentrates on this more recent 
period. The balance of payments, and not just the balance of trade, 
also become relevant; import surpluses require covering credits and 
eventual obligations of debt repayment. 

CMEA fotegration and the Soviet Connection 

Bulgarian economie relations with the Soviet Union and the rest of 
Eastern Europe have become more complex with the trade 
imbalances of the past 15 years. Adding to this complexity since the 
late 1950s have been the efforts of the Council of Mutual Economie 
Assistance (CMEA) to integrate the Eastern European economies 
according to what Marxist terminology calls the international 
division of labour and what Western terminology calls comparative 
advantage. 8 Such specialisation has not go ne far enough to 
eliminate the annual bilateral agreements by whieh each member 
determines its trade with every other, or to introduce a single, fully 
convertible currency in whieh surpluses in trade with one member 
can regularly be used to cover deficits with another. Thus the 
organisation has not made much progress toward the 'liberalisation 
of trade', whieh has been a hallmark of the Western European 
experience under the European Economie Community (EEC). The 
quotas implicit in these bilateral agreements continue to play the 
part of pre-war tariff barriers in restricting trade outside the 
agreements. 

On the other band, the purpose of CMEA since its emergence as 
an active organisation in the late 1950s has never been to create a 
Western-style customs union or to lay the groundwork for a 
socialist market economy operating according to world price 
signais. Instead, its emphasis has remained on the joint orchestra­
tion of the national planning mechanisms to select a few priorities 
for specialisation among the meml;>ership, and to elirninate some of 
the duplication fostered by the original Soviet mode! of balanced 
industrialisation, based on each country producing a full range of 
all major goods. The movement of capital and labour between 
members to collaborate on joint investment, mainly Soviet projects 
for raw materials, bas remained far smaller than in the market 
econornies of the EEC. Specialisation bas not gone so far as to 
eliminate major areas of unprofitable industrial production in any 
member country (for example, Bulgarian ferrous metallurgy). lt 
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had gone far enough, by 1983, however, to force the Soviet Union 
to abandon plans for replacing imports of Bulgarian fork-lift 
trucks with its own production from a projected new plant at Kiev. 

CMEA's existence has all the same encouraged a rate of trade 
growth roughly comparable to the Western European one. This 
alone, in the judgement of one Western economic historian, has set 
the post-war period far apart from the sad Eastern European 
experience with economic nationalism and reduced trade levels 
during the inter-war period.9 

Bulgaria's entire post-war experience has of course been charac­
terised by a closer economic relationship with the USSR, beyond 
trade alone, than has any other Eastern European country's. 
Regardless of the Soviet political motives stressed by Western 
observers or the joint CMEA membership stressed by the Bulgarian 
side, economic relations between the largest and smallest of the 
Eastern European economies - one rich in industrial raw materials 
and the other .rich in agricultural resources - should rationally 
have been large. Political alliance nevertheless encouraged trade 
and seems the best explanation for the movement of capital and 
labour that has occurred. After taking virtually no reparations 
from post-war Bulgaria, in contrast to Romania, the Soviet Union 
afforded Bulgaria's heavy industry credits worth 2,200 million 
roubles (in 1950 rates) between 194 7 and 1957. Severa! electric 
power plants, the Varna shipyards, agricultural machinery in Ruse 
and mining equipment in Sofia, plus the Lenin metallurgical com­
plex near there, received the bulk of these credits. The five joint 
Soviet-Bulgarian companies made little positive contribution (see 
Chapter 6), but at least were not exploitative as were the Sovroms 
in Romania. 

During the period 1958-75, more clearly within the CMEA 
framework, the Soviet Union dispersed another 2,200 million 
roubles worth of credits. New joint projects with the USSR were two 
textile plants, production of the Balkancar electric fork-lift trucks 
in Sofia, more machine manufacturing in Ruse, and the Kremi­
kovtsi metallurgical complex. In the most recent decade, major new 
Soviet projects have been the three proposed nuclear power plants 
(one is now operating) and the new metallurgical complex at Burgas 
(not yet open and now relying on East German machinery). Ail 
credits have carried nominal interest rates of 2-3 percent, but have 
been due for repayment in just ten or twelve years. Although these 
form a small share of Soviet resources, the contribution of these 
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credits to Bulgarian industry cannot be dismissed lightly. They 
reportedly amounted to 27 per cent of total investment for 1948-56 
and 15 per cent for 1958-75, including one-third of the value of 
new machinery and equipment during the latter period.10 

The above projects have brought an undetermined number of 
Soviet engineers and technicians to Bulgaria, sometimes for several 
years at a time, but rarely with public notice. Since the 1960s a 
reverse flow of skilled Bulgarian workers, mainly in construction, 
to the Soviet Union bas swamped the Soviet totals. Bulgarians 
working on several CMEA projects in the USSR reached 10,000 by 
1975; the official total was 27,000 by 1984.11 The absence of these 
skilled workers, together with another 20,000 primarily in East 
Germany, Cuba and Libya (the only non-member of CMEA), bas 
become a serious drain on a domestic labour force already 
stretched tao thin (see Chapter 7). 

The principal area of Bulgarian integration with the Soviet and 
other Eastern European economies bas remained the planning of 
their joint trade for several Five-Year Plans in advance. Since 1956, 
this bas been done through multilateral CMEA negotiations as well 
as through bilateral written agreements. The earliest evidence of a 
CMEA session seeking to synchronise Five-Year Plan trade and 
production for at least some branches of industry dates back to 
1954 (see Chapter 6). By 1957, a session in Sofia approved the 
Bulgarian proposai to expand its CMEA exports of fruit and vege­
tables in return for Soviet metals and raw materials, Czech cellulose 
and paper, and East German chemicals and minerais. What bas 
developed since then is a series of 'specialisation agreements' for 
each branch of production, which are incorporated into the annual 
bilateral trade pacts.12 In electronics, for instance, some 121 agree­
ments for producing specific items accounted for 52 per cent of the 
value of Bulgarian export earnings in 1979. The figure for 
machinery exports exceeded 40 percent. By the 1980s, Bulgaria was 
responsible for 40 per cent of the export of bath electric hoisting 
and data-processing equipment. Overall, according to one 
Bulgarian source, 30 per cent of trade turnover with CMEA 
partners and 35 per cent with the USSR were tied to specialisation 
agreements by 1980.13 

With or without these agreements, Bulgarian trade with the 
USSR bas proved to be so large as to raise speculation among 
Western economists about the integration of the former's economy 
into the latter's. Certainly the predominant position of the Soviet 
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Union in CMEA and in bilateral relations bas had a major impact 
on the shape of Bulgarian foreign trade and also transport. By 
1975, trade with the USSR accounted for 77 percent of Bulgaria's 
transport tonnage, mainly as a result of Soviet imports. Sorne 21 
bilateral agreements provided for this traffic. Its movement was 
maînly across the Black Sea, and even before the opening of the 
ferry service between Varna and Iliechovsk, near Odessa, in 1978, it 
was responsible for increasing Bulgarian imports brought in by ship 
to nearly 90 per cent of total tonnage. 14 The railway share fell 
accordingly. But the leap from these ties to full-scale integration, 
where each country abandons its existing Iines of Iess efficient pro­
duction, bas simply not occurred. 

Throughout the 1970s, the USSR none the Iess continued to pur­
chase half of Bulgaria's machinery exports and one-quarter of its 
electronics exports within CMEA. Food products accounted for 
only 23 per cent of Bulgarian export value withîn CMEA over the 
same period, Iess than either of the first two branches, despite the 
latter's more complementary role as scarce, or 'bard' goods for the 
USSR. Soviet purchases accounted for most of the overall 
Bulgarian exports of cigarettes, eggs, canned meat and vegetables. 
Other food exports have gone much further afield. For the 
1970-80 period, 77 per cent of their value was sold outside the 
CMEA, primarily, as we shall see, to Western Europe. Only 
Bulgarian exports of non-food consumer goods fit a pattern of 
integration with the USSR. Two-thirds of Bulgaria's overall 
exports in this category are sent there. Much of their production is 
based on inputs of cotton, leather, wood or other raw materials 
that are imported from the USSR specifically for processing on the 
ishleme basis first practised in the Ottoman period (see Chapter 
1).IS Yet light industry other than food comprises just 10 percent of 
total Bulgarian production. 

The bulk of Soviet imports into Bulgaria have consisted instead 
of industrial raw materials, primarily iron ore and petroleum. 
These imports have above ail supported the continuing Bulgarian 
effort to develop its own production of ferrous metallurgy, despite 
the absence of comparative advantage. Soviet prices for petroleum, 
which were set substantially below world Ievels until the Iate 1970s 
and somewhat below sînce then, made the agreed quotas for each 
Five-Year Plan a subsidiséd encouragement to Bulgarian heavy 
industry.16 Since 1976, any additional oil sales have been made at 
world prices, and since 1981 agreed quotas have been held 
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constant. Thus the planned growth of Bulgarian industry, and 
producers' goods in particular, can no longer proceed on the 
assumption of comparable increases in Soviet oil supplies. Nor are 
Soviet negotiators reportedly now willing to accept inferior sorts of ~ 

Bulgarian machinery in return for these supplies. 
Other problems have also plagued Bulgarian foreign trade within 

the CMEA framework. Exported manufactures have been kept too 
isolated from world prices and their assortment too wide for an 
increasingly specialised world market. Bulgarian and Western 
economists agree that this isolation and 'universalism' have 
inhibited the matching of Western best practice in màchinery or 
electronics production.17 Too many prices and products have 
remained unchanged for too long under a CMEA framework 
geared to Five-Year Plans. The importance of Bulgaria's relatively 
small Western trade lies precisely in the access to more recent tech­
nology and to a more flexible supply of imported inputs for 
industry. 

Economie Relations with the West and the Third World 

The first significant change in post-war Bulgarian trade outside 
Eastern Europe did not occur until the late 1960s. The increase in 
Western imports, primarily from West Germany, was responsible. 
The Western share of 14 percent of Bulgarian imports in 1960 had 
grown to 19 percent by 1970. It peaked at 24 percent in 1975. As 
recorded in Table 8.4, Bulgarian exports to Western markets did 
not increase proportionally over the same period. By 1975 they had 
slipped to 9 per cent of total export value. Since then the deficit in 
Western trade was briefly replaced by a surplus, but a small 
negative balance has reappeared since 1980. In the absence of a 
convertible currency, Bulgaria could only cover these trade deficits 
with its Western partners by borrowing the money from them. This 
section must therefore treat the rise and at least temporary reso­
lution of a Bulgarian problem of debt repayment, hardly as serions 
as the famous Polish case, but still significant. Bulgarian exports to 
Third World countries grew from only 3 percent of the total in 
1960 to 6 percent in 1970 to 11 percent in 1975 and 13 percent for 
1980-3, mainly because of increased sales and projects in Libya 
and Iraq. These exports have done little, however, to relieve the 
problem of paying for Western imports. The large export surplus 
that has resulted in trade with the Third World has not in the main 
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Table 8.4: Direction of Foreign Trade, 1960-83 (in percentages) 

lm ports 1960 1965 1970 1975 1980 1983 

USSR 52.6 50.0 52.2 50.7 57.3 58.5 
GOR 11.1 7.2 8.6 6.3 6.6 5.7 
Other CMEAa 21.6 17.1 15.4 15.0 15.0 16.1 
FRG 5.9 5.8 2.7 7.8 4.8 3.9 
Other Westernb 7.7 16.5 16.5 15.8 12.4 9.8 
Libya 1.0 2.0 
Other Third WorldC 2.4 3.5 4.7 3.9 2.9 4.1 

Exports 

USSR 53.8 52.1 53.8 54.6 49.9 58.5 
GOR 10.2 9.2 8.7 7.0 5.5 5.7 
Other CMEAa 20.0 18.0 16.8 18.4 18.0 14.9 
FRG 3.3 3.5 2.6 1.7 2.5 1.7 
Other Westernb 9.1 12.3 11.6 7.6 13.3 8.8 
Libya 2.2 3.6 4.1 
Other Third WorfdC 3.4 4.6 6.1 8.5 9.8 9.0 

a lncluding Cuba. 
bMainly Switzerland and ltaly. 
cMainly Iraq, Iran, Turkey and Algeria. 

Sources: Statisticheski godishnik na NR Bu/gariia, 1964, p. 305; 1971, pp. 195-7; 
1982, pp. 382-4; Vunshna turgoviia na NR Bulgariia, 1939-1975 (Sofia, 1976), 
pp. 26-8; Statisticheski spravochnik na NR Bulgariia, 1984, pp. 67-9; Allen, 'The 
Bufgarian Economy in the 1970s', p. 689; Jackson, 'Recent Economie Performance 
and Poficy in Bufgaria', pp. 13. 

been available to Bulgaria in convertible currency. 
The rise in Western imports during the period 1965-75 derived 

mainly from Bulgaria's aforementioned demand for a flexible 
supply of inputs to support industrial development. Capital goods, 
primarily sophisticated machinery, accounted for 30-50 percent 
of Western imports, chemicals another 10-30 percent, and special 
metals 10-15 per cent. Consumer goods were typically a small and 
residual fraction. West Germany furnished 30-40 per cent of the 
Western total. Italy, France and Switzerland provided another 
quarter. To cover the purchases, Bulgaria relied on foodstuffs for 
40 percent of its exports to West Germany, and only 20 percent to 
the other three main partners. Textiles typically covered another 20 
per cent of hard-currency exports, with metals and machinery 
about 10 per cent a piece.18 Deficiencies in punctual delivery, 
packaging and advertising contributed as much as the standard 
explanations of inf erior Bulgarian quality or EEC trade restrictions 
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to the failure of Bulgarian exports to match Western inputs over 
this decade. In 1970, an infusion of Soviet hard-currency credit 
allowed Bulgaria to pay off the Western debt accumulated during 
1966-8. In return, Bulgaria ran a large export surplus in its trade 
with the USSR from 1970 to 1973. 

Since 1975, West German imports have slipped to one-quarter of 
the Western aggregate. Austria, Japan and the United States have 
stepped in to take up about one-fifth of that total. American 
imports, however, have consisted mainly of feed grains, rather than 
industrial inputs. American trade bas been hampered not only by 
Bulgarian deficiencies in exporting competitive products, but also 
by official US denial of most-favoured-nation (MFN) status and 
the pref erential tariff s that go with it. 19 

The reduction of Bulgaria's Western trade deficit and the 
elimination of its overall deficit since 1975 still left substantial 
short-term debts owed to Western European banks from borrowing 
over the previous decade. By 1976, the Bulgarian debt had climbed 
to 13 percent of estimated gross national product and the annual 
debt-service ratio to 44 percent of bard currency, that is, Western 
export earnings. The former ratio was the highest in Eastern 
Europe at the time. The latter was triple the inter-war peak ln 'the 
Bulgarian debt-service ratio to all export earnings in 1931-2 (see 
Chapter 3). By 1981, however, a Bulgarian debt of $3,000 million 
had been eut in half. According to American analysis, this reduc­
tion was largely the result of extra Soviet deliveries of petroleum, 
which were in turn sold as refined products for bard currency to 
Western buyers.20 These deliveries helped to create a new Bulgarian 
trade deficit with the USSR, however. The recent Soviet desire to 
repair this deficit and the growing limits on Soviet petroleum pro­
duction since 1980 ·make it unlikely that such largesse can be 
counted on another time. 

Two major Bulgarian strategies to avoid Western credit and still 
maintain access to Western imports and technology have been the 
promotion of tourism and joint-investment ventures. Extensive 
hotel, restaurant and road construction on the Black Sea coast 
helped to double the number of Western tourists between 1960 and 
1970. Since that time, the pace of construction for tourism bas 
accelerated. However, other Eastern European countries, plus 
neighbouring Yugoslavia, Greece and especially Turkey, have been 
solely responsible for doubling the annual number of visitors 
between 1970 and 1980.21 ln the absence of published Bulgarian 
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data on the balance of payments, we can only speculate on how 
much hard currency Western tourists have contributed to current­
account earnings over time. 

The other Bulgarian strategy for covering the cost of hard­
currency imports has been to promote direct Western investment 
under licence or through joint ventures. Legal provisions for bath 
were introduced during the mid-1960s. An initial joint venture with 
the French car manufacturer Renault f ailed within a f ew years, but 
a number of licensing agreements soon worked out to the satisfac­
tion of bath Bulgarian and Western enterprises. Agreement with 
Coca-Cola has been followed in more recent years by similar 
licences for Schweppes and Pepsi-Cola. By the late 1970s, licensing 
agreements had spread into industrial manufacture, including the 
fork-lift truck firm, Balkancar. Sorne 40 joint ventures were 
operating in trade and tourism, including hotel construction. 

Direct Western investment in joint industrial ventures remained 
miniscule, perhaps prompting the new Bulgarian legislation of 
1980. Its terms allow foreign partners to daim majority rights in 
controlling the enterprise and in receiving hard-currency earnings. 
Bulgarian officiais had initially hoped to attract Western capital 
and technology for raw-material extraction or processing for 
export to third countries. The four ventures signed to date, 
including three with Japanese partners, have dealt instead with the 
manufacture of electronics, plastics and consumer goods.22 

Although 20 joint trading ventures have now been concluded with 
West Germany, Italy and France, Bulgarian exports to these 
countries have not increased since 1970. Significant import substi­
tution or a reduction in export of domestically scarce goods like 
cernent or fertiliser must await, respectively, a higher level of 
Western investment or a lower level of Eastern European demand 
than has so far been the case. 

Living Standards and Consomption Patterns 

Bulgaria' a post-war standard of living has been slow to benefit f rom 
the country's booming foreign trade, at least on the import side. The 
share of consumer goods in total imports stayed tao small, about 1 O 
per cent, to add significantly to domestic consumption or to 
stimulate import substitution along the lines of the Yugoslav 
experience. On the export si de, however, a real connection appeared 



Foreign Trade and Domestic Living Standards 191 

by the 1960s. Large exports of foodstuffs raised rural incomes, and 
rising production left a surplus to improve the urban supply of 
food. Since 1970, the relationship of exports to living standards bas 
been more complex. 

No significant upturn in Bulgaria's post-war standard of living, 
official figure~ not withstanding, was achieved until the 1960s. 
Standards had probably fallen from 1948 to 1952, largely because 
of agricultural problems during collectivisation. Collective-farm 
income rose only 35 per cent from its low 1951 level by 1958. 
Mitigating a 10 per cent annual rise in largely industrial wages over 
this period were hidden price increases and the continuing scarcity 
and poor quality of most consumer goods.23 

lmprovement began after 1960, first with agricultural income. Its 
real increase over the period 1960-70 averaged 6.7 percent a year, 
compared with 4.9 per cent for real industrial wages. Average 
peasant income rose from one-third to two-thirds of wages for the 
urban factory worker in iiÏoney terms for 1952-68, and came even 
doser, if self-consumption of agricultural produce could be fully 
calculated. By the mid-1960s, Western visitors to the Bulgarian 
countryside, including the author, were struck by the number of 
new bouses under construction and the number of new cars parked 
in front of them. The improvement reckoned by a Bulgarian 
economic historian in the rural standard of living between 1939 and 
1968, which consisted of a doubling of real income and a 33 per 
cent rise in food consumption, occurred largely during the last 
decade of the period.24 By 1970, a corresponding improvement in 
urban food supplies made the decade's ~ncrease in industrial wages 
meaningful. The share of foodstuffs in persona} consumption fell 
from 52.5 percent to 48.3 percent for 1960-8, and then to 44.5 per 
cent by 1977; meanwhile the average daily consumption of calories 
had climbed to a Western European level of 3,500.25 

During the .period 1970-83, urban workers saw their money 
wages increase by 3.9 percent a year, reaching a monthly average 
of 197 leva, but real wages rose only by a 2 per cent annual average. 
Responsible for this return to the modest increments of the early 
1960s was the tiny O.S per cent rise in real wages for 1976-80 
recorded irr Table 7 .3, the lowest annual rate in Europe. The 
cause now was not massive new metallurgical investment, as in 
1962-3 (see Chapter 7), but rather a price increase of at least 25 per 
cent for foodstuffs and of 15 ·per cent for all consumer goods. 
These price rises were imposed to facilitate foreign trade and to 
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generate a trade surplus by bringing Bulgarian prices more into line 
with both world levels and the domestic cost of production. Data 
from the United Nation's International Labour Organization find 
major food prices for 1981 consistent with French levels, despite 
the fact that wages for Bulgarian manufacturing remain about one­
quarter of the French level. 26 

Given these limitations, it is unlikely that the large share of 
Bulgarian persona! consumption devoted to foodstuff s bas 
declined further since 1977. That was a level similar to others in 
Eastern Europe, but over half again the W estera European average 
of about 25 per cent. None the less, progress bas been made in the 
composition of the Bulgarian diet. According to Table 8.5, the 
cereal share bas declined in favour of meat, but not enough. Meat 
consumption per capita rose by 70 percent for 1970-83, despite a 3 
per cent drop in 1980. Poultry was the chief gainer. The meat 
aggregate still covered only seven-eighths of the 'scientific norms' 
set by the United Nations. Milk and egg consumption also rose 
sharply, but fell short of UN norms. Fruit and vegetables barely 
met half of these norms, but at least ranked well ahead of the levels 
elsewhere in Eastern Europe.27 

Deficiencies may be traced not only to export diversion, but also 
to retail networks for domestic distribution. The number of food­
stores increased by 25 percent during the 1970s and their floor space 
increased even more, because of new supermarkets. Yet the typical 
shop remains small and poorly organised by Western standards. 
Separate lines to select, pay for and pick up purchases delay 
customers needlessly. Self-service still accounts for only one-third 
of retail sales. Bad packing and inconsistent shipment of produce, 
alternating shortages with unsaleable gluts, bit perishable fruit and 
vegetables the hardest.28 Sofia and the larger towns had more super­
markets by the end of the decade, but also paid higher prices for 
what was available. All foodstuff s continued to be vulnerable to 
diversion to the tourist hotels on the Black Sea coast. Since the late 
1970s, however, the relative regularity of Bulgarian food supplies 
has stood in sharp contrast to neighbouring Romania and bas 
attracted customers from there and sometimes from Yugoslavia.29 

Other consumer goods, more specifically durables like clothing 
and household appliances, did not record a real upturn until the 
1970s. Tuen private cars - mainly Soviet Fiats, partly produced in 
Bulgaria - and refrigerators led the advances noted in Table 8.5. 
Car auto sales exceeded half a million cars, before dropping off 
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abruptly to modest annual increases since 1978. Sofia far surpasses 
the national average of 34 cars per 100 households. lts 350,000 
private vehicles by 1980 joined with public transport to create a 
very modern problem for the Bulgarian capital city. Leaded petrol 
has compounded air pollution, already a serious problem, caused 
by burning lignite for heat. 

Until the past few years, the smaller durables like clothing, shoes 
and household appliances have ranked low in quality and variety. 
Both have improved since 1980 to an extent that has impressed 
Western visitors, again including the author. Prices for the better­
quality items are also high, for instance, 50-75 leva for shoes or 
dresses, when monthly salaries still average only 200 leva. Yet these 
items do not go unsold, but are bought by people in households 
with several incarnes and low housing costs. They are also sold for 
Bulgarian leva, rather than for hard currency in the Corecom 
shops, which_have introduced the urban elite to Western consumer 
goods since the 1970s. Chapter 9 will deal with the policy decisions 
and managerial reorganisation that have generated such home­
made goods. For the time being, we must categorise their appear­
ance as 'import emulation', rather than substitution. They are 
taking the place of the larger fraction of consumer goods in imports 
(up to 30 per cent) that had been planned, but never purchased. 

Housing for a largely urban population and facilities for a com­
prehensive set of social services have continued to be the most 
serious shortcomings in the Bulgarian standard of living. Their 
construction is classified, according to the Soviet pattern, under 
services, and therefore is treated as a residual in a planning and 
accounting process organised around producing goods. Schools 
and hospitals are overcrowded and often poorly equipped. Most 
elementary schools -in Sofia and the larger towns still operate on 
split shifts. Residential housing has received ambitious targets in 
recent Five-Year Plans, but has typically f ailed to meet more than 
two-thirds of the planned apartment total. In 1975, Bulgaria's 
average of 22.5 units of housing per 1,000 population still ranked 
bottom in Eastern Europe, below even Romania's 26.5.30 Since 
then apartment construction, typically for a form of condominium 
ownership based on fifteen-year mortgages for prices ten times 
annual incarne, has received higher planning priority. The current 
goal is one room for each family member by 1990. Targets'are still 
not being met, with the shortfalls exceeding 20 per cent. Despite 
650,000 new units built for two million people between 1972 and 
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Table 8.5: lndicators of Living Standard, 1956-83 

A. Per capita consumption (in kilograms) 

1956 1970 1983 UN norm 

Meat 27 41 70 BO 
Milk, dairya 81 117 183 260 
Eggsb 69 122 225 265 
Fish 6 8 10 
Vegetables 74 89 109 180 
Fruit 84 119 115 200 
Sugar 12 33 36 32 
Bread 257 239 209 135 

Cotton, wool 3 8.5 13.2 
Knitwearb 
Footwearb 0.6 1.7 2.3 

B. Consumption index (1968= 100) (Aiton) 

1960 1977 

Food 78 121 
Clothing 62 126 
Kitchen durables 63 194 
Transport 41 289 
Housing 81 134 

c. Consumer durables (per 100 households) 

1965 1970 1983 

Radios 59 62 92 
Televisions 8 42 87 
Electric washing machines 23 50 81 
Refrigerators 5 29 88 
Private cars 2 6 34 

D. Housing and services _(per 1,000 population) 

1956 1970 1983 
Urban housingc 5.8 9.7 14.3 
Retail shops 2.9 3.8 4.5 
Hospital beds 5.0 8.4 9.0 
Physicians 1.9 4.5 
High-school students 165 182 172 
University students 4.8 10.5 9.6 
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Table 8.5: lndicators of Living Standard, 1956-83 - continued 

E. Consumer price indices (1960= 100) 

Official 
Aiton 

a ln litres. 
b1n units. 

1965 

107 
110 

c ln square metres per capita. 

1970 

110 
125 

1975 

112 
142 

1980 

137 
161 

Sources: Statisticheski spravochnik, 1976, pp. 88, 105; 1984, pp. 171-4, 191, 199, 
212, 218-20; T. Aiton et al., Persona/ Consumption, in Eastern Europe, 1960-1978, 
OP-57 (New York, 1979), pp. 22-8; T. Aiton et al., Official and Alternative 
Consumer Price Indices in Eastern Europe, OP-73 (New York, 1982), p. 14. 

1982, qualified households wait several years for apartments in 
large towns, and sometimes five or ten years in Sofia, where the 
overcrowding is most serious. 

The capital's growth from 650,000 in 1960 to 1.3 million by 1980, 
as both an industrial and administrative centre, would have posed a 
housing problem under any political system. The continuing export 
of domestically scarce cernent to the Soviet Union may be cited as 
one political component of the housing shortage. More important, 
however, bas been the shortage of skilled labour, resulting basically 
from rapid industrialisation and slow population growth, as noted 
in Chapter 7. The diversion of some skilled construction labour 
abroad for projects undertaken for reasons of foreign policy, or at 
home for prestige projects like the new National Centre of Culture 
(NDK) complex in Sofia, have, on the other band, aggravated the 
labour shortage for residential construction. 

One approach to the general labour shortage bas been to eut 
back on the number of university students by reducing the often­
abused time-limit for completing degrees and by making the 
entrance requirements harder. Similar restrictions have appeared 
across Europe, from France to the USSR, for varying reasons. 
Enrolment at the main university in Sofia bas f allen by 25 per cent 
since 1978, the peak year for new, often overqualified and over-age 
graduates. In the early 1980s, an educational reform was launched 
in the high schools to make the final year mainly vocational 
training in a skilled trade. By this time, however, many of the 
urban elite, like their counterparts elsewhere in Europe, have corne 
to regard a university education as something to which their 
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children are entitled. Broader access to a university education, after 
all, has been the major change, together with greater stress on 
science and technology, made in the country's educational system 
during the Communist era.31 Educational reform has not therefore 
been widely welcomed, and the consequences of these initial 
changes remain unclear. 

The availability of housing and the price of food aside, the 
Bulgarian standard of living seems to have risen again, after the 
restrictive period of the late 1970s. The minimal increase in real 
wages for 1976-80 was accompanied by declining consumption in 
several important areas, culminating in the meat shortage of 1980. 
ln the process, however, the Bulgarian economy was able to use 
this reduced consumption to trim the pressure on its balance of 
payments. We now turn to the recurring set of reforms by which 
Bulgarian authorities hope to achieve both rising domestic con­
sumption and the competitive exports needed to protect the balance 
of payments. If economic reform is to succeed, however, the 
system of higher education will have to pay as much attention to 
training better managers as it now does to enlarging the labour 
force. 
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9 ECONOMIC REFORMS SINGE 1960 

The general phrase 'economic reform' bas a specific meaning for 
Eastern Europe and the Soviet Union. Since the 1960s, it bas been 
synonymous with the streamlining of state planning and the decen­
tralisation ofministerial controls. Its goal bas been to create greater 
efficiency, nota market economy. During the first years following 
the Second W orld W ar, ail of Eastern Europe adopted the Soviet 
system of central planning. ln Bulgaria, the system's capacity for 
promoting the extensive growth of a few branches of industry, 
based 'on massive infusions of labour and capital, was well demon­
strated (see Chapter 6). By the early 1960s, however, it was equally 
clear that sustained growth in all branches of production, including 
agriculture, would require changes in the original system. The 
looming shortage of labour and the growing importance of foreign 
trade (detailed in Chapters 7 and 8) were powerful pressures for 
reform in Bulgaria. 

Subsequent reform throughout Eastern Europe bas given greater 
responsibility to enterprise management, although not to the work­
force. Rarely bas reform allowed the market mechanism to set 
prices, to determine or to influence new investment. Only Hungary 
bas pursued such market-oriented reform over a prolonged period. 
The more common strategy, applied most rigorously in East 
Germany, bas been to rely on larger units of organisation. 1 These 
industrial associations have sought to promote efficiency through 
less centr~ control over a smaller number of units. Higher manage­
ment faces severe sanctions for poor performance. But even the 
continuing Hungarian reform, with its greater stress on profits and 
market prices as performance indicators and less ministerial 
administration, cannot fairly be called a full-scale repudiation of 
central planning. Only the economy of independent Yugoslavia, 
long outside the Soviet political orbit, bas repudiated such planning 
in favour of what bas been called market socialism. At least one 
Western economist now acknowledges the positive role of central 
planning as Eastern Europe's 'engine of growth' from the 1.950s to 
the early 1970s, if not the past decade.2 Few would dispute its role 
as 'an engine of structural change'. 

199 
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Bulgarian confidence in the framework of Soviet-style plann 
has never been shaken, for whatever mixture of political moti 
and economic achievernent. Official efforts to reshape that frai 
work none the less began by the early 1960s. The enlarged Sov 
size collective farms created during the Third Five-Year P 
(1958-60) were the first target. Measures to streamline fa 
organisation and to give management more responsibility w 
soon extended, as we shall see, to industrial enterprises. For 
next decade the Bulgarian strategy for reform essentially follov 
this approach, pioneered in East Germany. Little more than J 

service was paid to the need for profit indicators and market prie 
By the la te l 970s, however, a new series of measures made finam 
indicators more prominent and promised to apply market pr 
ciples to some prices and new investment. 

What sets Bulgaria apart forrn the Soviet Union is the virtm 
unbroken process of implementing, or at least discussing, econor 
reform for the past two decades. We must speak, according 
Bulgarian economists, of reforms, rather than any one reform. C 
Western source that is generally critical of Bulgarian policy co 
mends 'the degree to which its economic policy-makers h< 
demonstrated that they are ready to undertake a new round 
organizational changes' when the old approach is not working w1 
another acknowledges Bulgarian readiness 'to persevere with 1 

reforms that have made it one of the most successful and econo1 
cally progressive countries in Eastern Europe' .3 

Bulgarian initiatives are always formally presented in terms 
respect for Soviet precedent. Such initiatives have been too ma 
and too widely implemented to be regarded as simply followi 
Soviet leads. Economie reform in the USSR itself has been t 
sporadic and limited to support even the Western notion tl 
Bulgaria has served as a laboratory for economic experime: 
which, if successful there, could then be introduced on Soviet se 
There has been tao much Bulgarian flexibility and experimen 
tion, at least compared to the reforms reluctantly introduced in 1 
Soviet Union, to sustain this argument.4 

The New System of Management, 1963-68 

Post-war Bulgaria's first comprehensive set of reform measu 
was introduced in the period 1964-5 and endured without ma. 
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alterations until 1968. This nov sistem na rukovodstvo (or New 
System of Management) had its origins in party discussions behind 
closed doors and also in public debate in scholarly journals during 
1963. The green light for these deliberations may indeed have corne 
from a Pravda article on 9 September, 1962, by the Soviet 
economist Evgeni Liberman. His ideas for a series of self­
supporting, market-oriented enterprises to produce clothing and 
other consumer goods in the USSR had actually resulted in several 
successful pilot projects. His name became synonymous with 
Soviet economic reform for the next decade. Public discussion of 
possible economic reforms did first appear in East Germany and 
Czechoslovakia, as well as Bulgaria, following the Liberman 
article. Yet both the Bulgarian debate and the subsequent reform 
measures went well beyond the scope of Liberman's focus on 
consumer goods. 

A scholarly debate encouraged by the Party's Central Committee 
agreed on the pressing need for a more comprehensive reform that 
would reach ail branches of production. The decline in overall rates 
of economic growth during the early 1960s were contrasted with the 
still rapid rise in foreign trade. How could exports be maintained 
over time, a number of economists argued, if the growth of labour 
productivity in industry and construction, and eventually agricul­
ture, slacked off? Petko Kunin, a rehabilitated supporter of the 
post-war economic chief Traicho Kostov, argued that state fac­
tories should now be self-supporting. Angel Mihailovski advocated 
the adoption of workers' councils on the Yugoslav pattern. Evgeni 
Mateev, perhaps Bulgaria's most eminent post-war economist, sup­
ported the majority's emphasis on new initiatives from manage­
ment rather than labour. These discussions continued into 1966, 
when they reached their peak of intensity according to some 
Bulgarian scholars.5 Yet no real agreement was ever reached on 
what part profits and market prices might play. 

What one Bulgarian account recently called 'the great social 
experiment' began in June 1964.6 Sorne 50 industrial enterprises, 
typically producing textiles or other consumer goods along the lines 
suggested by Liberman, were placed under the new system. Wages, 
bonuses and even funds for new investment were tied to plant 
profits, up to 70 per cent of which could be retained. Outside 
investment funds would corne from bank credit, rather than the 
state budget. The number of compulsory targets for the Five-Year 
Plan was eut to four: physical output, upper limits on investment 
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and on inputs, and foreign-trade targets. The pilot enterprises 
generally prospered, earning profits double the 5-10 per cent of 
gross incarne that was then the norm. 

Despite these initial successes, internai party debate about how to 
introduce the system more widely without vitiating the planning 
apparatus delayed the publication of the reform's 'theses' until 
December 1965. By that time, however, enterprises responsible for 
43 per cent of total industrial production were operating under this 
system. Their output increased 16 percent during 1965, compared 
with 11.5 per cent for other enterprises. (Many of the former may 
well have been more successful firms in the first place.) By 1967, 
two-thirds of industrial production came from firms under the new 
system, which now went far beyond the bounds of consumer goods 
alone. 

lts price regime was a compromise along the pattern evolving in 
Czechoslovakia. Retail prices were divided into three categories 
(fixed, flexible within limits, or free). Wholesale prices were 
supposed to be set along the same lines. ln fact, most remained 
fixed. Producers' goods were still priced at average-industry cost 
plus 2 per cent profit, and consumer goods at cost plus turnover 
tax. Reform measures to allow 10 per cent mark-ups for high 
quality foundered on enterprise reluctance bath to set prices for 
new goods and to wait until after retail sale to receive a mark-up on 
old goods.7 

The Bulgarian retreat from this initial reform is typically linked 
in Western accounts to the chilling eff ect of the Soviet invasion of 
Czechoslovakia in August 1968. Building Soviet displeasure over 
the possible spread of Czech-style reforms probably played its part, 
but the timing and the rationale for the actual changes made in 
Sofia suggest an important Bulgarian side to the decision. Signs of 
rècentralisation may be found as early as Todor Zhivkov's speech 
to the party plenum of April 1966. Discussions continued at subse­
quent party meetings. The decisions that were finally announced in 
July 1968 were probably made in some internai, preliminary form 
well before the end of 1967. These decisions eliminated the three­
tiered price system. Free or flexible prices had never won wide 
acceptance in the party leadership. In the words of Grisha Filipov, 
when Planning Vice Chairman in 1964, 'The market can establish 
neither prices nor production . . . They should remain strictly 
according to plan.' In a speech in 1982, Filipov i:ioted in retrospect 
that 'we had some difficulties because of the fact that there was no 
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place from which to borrow a concrete mechanism corresponding 
entirely to our own concrete requirements and to our aims'. 8 The 
Soviet example, in other words, was of little concrete use for the 
New System of Management. 

Helping to. fuel resistance to reform were a series of corruption 
cases emanating from large enterprises. Certain directors had used 
flexible pricing and profit retention to line their own pockets. The 
scandais at a textile importing enterprise, which had landed the 
lucrative licence for bottling Coca-Cola, and a Black Sea shipping 
enterprise were only the most notorious.9 

The several new planning indicators that were now added had 
two aims - to correct these abuses and to encourage exports for 
hard currency. Neither goal seems to fit the scenario of a Soviet 
crack-down on Eastern European reform, however viable this view 
may be elsewhere in the region. The new limits to the size of an 
enterprise's wage and salary bill, and to self-contracted obligations, 
were all aimed at curbing future corruption. Specifications for new 
investment did limit initiatives by enterprise management, but 
sought to maximize exports and to minimize imports. 

The Bulgarian retreat of 1967-8, whatever its origins and extent, 
. has tended to obscure two changes associated with the New System 

of Management. Both have become a permanent part of the 
economy's operation, one for agriculture and one for industry. 

A new set of operating procedures was introduced on the 
enlarged collective farms in the early 1960s. This culminated in a 
complete set of farm statutes in 1967. In order to obtain better 
results from the large amount of new equipment introduced during 
the consolidation of the late 1950s, farms were assigned more agro­
nomists and were paid higher prices for their produce. Their 
peasant members were no longer shuffled around between different 
tasks and sites, but placed in fixed brigades performing the same 
job as close to their village as possible. Directors and their agrono­
mists still had to meet targets set by the Ministry of State Planning, 
but could now negotiate those targets at the f arm, rather than send 
a representative to the ministry's forbidding building in Sofia. The 
increased labour productivity of farms adopting this set of changes 
undoubtedly helped to persuade the Bulgarian party leadership to 
extend the New System to industry in 1964-5. Most of its 
provisions had already been introduced on some collective farms by 
1963. The farm statutes of 1967 ratified these provisions and also 
extended pensions, health benefits and other social services to 
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peasant rnernbers before any other Eastern European regirne. All of 
this prornpted one often-critical Western observer to characterise 
Bulgarian agricultural policy of the 1960s by 'its willingness to 
irnitate and experirnent . . . [as] more pioneer than irnitator' .10 

For industry, the cornbination of sorne 2,000 industrial enter­
prises into 120 state econornic organisations (DSO) in July 1963 
seerns at first glance only a step towards more concentrated central 
control. The effort to free these associations frorn rninisterial 
supervision, beyond the New Systern's four indicators, adrnittedly 
foundered when more indicators were introduced in 1967. But it 
was the associations, not the rninistries, that were charged with 
supervising the new system of supply contracts between enterprises. 
This system bas grown steadily and now generates several thousand 
contracts a year, with prices fixed on the basis of enterprise bar­
gaining, rather than rninisterial fiat. 11 Allocating efficiency bas 
clearly benefited, although by Western standards notas rnuch as if 
a free market priced all supplies according to their relative 
scarcities. 

First Financial Reforms 

The Bulgarian turn toward financial reforrns in general, not just 
rational pricing in particular, bas been slow. Karl Marx regarded 
rnoney as a facade behind which the real productive forces of 
labour power and capital goods were at work. Soviet econornists 
have subsequently been reluctant to attach rnuch importance to 
rnonetary policy. Post-war Bulgarian policy bas shared this reluc­
tance. Sorne initial rnonetary rneasures were taken during the 
1960s, but more sweeping initiatives did not appear until the end of 
the 1970s. These are the subject of this chapter's final section 
(pp. 215-19) . 

The initial rnonetary rneasure of the 1960s was the exchange of 
all dornestic currency on a 10-1 basis for a new 'heavy leva'. This 
1961 exchange appeared at first as another instance of Bulgaria 
following a Soviet lead; in this case, it was the only Eastern 
European country to do so. Then carne confusion about the gold 
purchase price of the new leva. The Bulgarian National Bank . 
eventually set the price at 2.88 leva per gram, rather than the 1.32 
rate first announced. This had the eff ect of devaluing the Bulgarian 
leva in terrns of, if not in direct convertible exchange for, the 
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'bard' Western currencies by 40 per cent. 12 

Monetary controls have remained tightly held in the bands of the 
Bulgarian National Bank. Only the Bulgarian Foreign Trade Bank, 
established in 1964 with 40 million leva in capital, survived as a 
separate entity. The bank bas probably endured because it grants 
domestic credits in bard currency as well as in leva, and because it 
bas developed the ties to Western banks and their acceptances 
needed to overcome the inconvertibility of Bulgarian currency. In 
brief, it manages the country's balance of payments. The Bulgarian 
Investment Bank was merged with the National Bank in 1967, on 
the grounds that their separate procedures limited credit access and 
that a single centre for long and short-term credit would be more 
efficient. The Overseas Trade Bank opened in 1968 and the Indus­
trial Bank and Agricultural and Trade Bank opened in 1969. None 
lasted more than two years. They lacked branches outside Sofia 
and were criticised for arbitrary judgement of credit applications.13 

The National Bank quietly absorbed their activities. 
Bank credit iil any case continued throughout the 1960s to con­

stitute an insignificant share of investment funds. In 1964, such 
long-term credit amounted to just 6 per cent of enterprise invest­
ment. The state budget still furnished 58 per cent, and enterprise 
income the rest. 14 The main function of the National Bank was to 
furnish short-term credit. 

Bulgarian fiscal policy reorganised the structure of budget 
revenues after 1960 with a view to trimming price distortion and to 
capturing more net income from large-scale enterprises whose unit 
costs of production were now declining. The brief experiment of 
the late 1950s, shifting expenditures in the unified state budget 
from the central toward the local level, was quickly abandoned. 

Attention soon turned to the tax structure. Over half of total 
budget revenues had previously corne from the turnover, or 
variable sales tax on consumer goods. That fraction was trimmed 
to one-third by 1968, and to one-quarter by 1982. These cuts 
reduced the aforementioned distortion in consumer prices . set 
according to cost plus turnover tax. The place of this levy was taken 
by taxation of net enterprise income (and briefly, for 1964-6, by a 
tax on investment funds). The share of enterprise taxes in budget 
revenues rose from 13 per cent to 32 per cent between 1958 and 
1970, and to 47 percent by 1982.15 Mitigating the higher rates of 
this new taxation were the lower tax brackets accorded to larger 
enterprises. This tax incentive prompted some enterprises to hire 
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more workers, even beyond the reserve supply kept for 'storming' 
to meet targets at the end of the planning period. The incipient 
shortage of industrial labour was thus made more acute. 

Evolution of Agro-Industrial Complexes 

The more immediate labour shortage in agriculture prompted 
further combination of collective farms by the late 1960s. The 
party's ideological inclination towards the large scale also 
encouraged this step. The so-called agro-industrial complexes now 
came into being. Accompanying this major agricultural reorganisa­
tion was another Soviet-style propaganda campaign and a series of 
Bulgarian-style reforms aimed at specific problems arising from the 
reorganisation. Once again, as we shall see in the next section, these 
agricultural measures opened the way for a more comprehensive set 
of reforms, which also included industry. 

The new agro-industrial complexes (APK) were from the start 
intended to accomplish more than simply the horizontal integration 
of existing collectives into state farms. This third stage of post-war 
Bulgarian agricultural development, following the creation and 
then the enlargement of Soviet-style farms, sought to industrialise 
agricultural production. The APK did not begin converting 
peasants into state farm employees earning a fixed wage until after 
1972, on the pattern dominant in Soviet agriculture, but otherwise 
attempted to introduce industrial methods of production from the 
start. The effort began with modern facilities for mass egg-laying 
and livestock-fattening. Its final goal was vertical integration with 
food, fertiliser, or fibre-processing plants on the farm's own 
territory. This integration was to constitute a fourth stage in post­
war agricultural development. 

The party's Central Committee first discussed the new form of 
organisation, calling them 'agro-industrial combines', in its July 
plenum of 1968. Five experimental 'combines' were operating by 
the end of the year, and twelve more by the end of 1969. Several 
were merely mergers of existing state f arms already organised on an 
industrial basis. They were hardly a major component in Bulgarian 
agriculture, with just 4 per cent of cultivated land. Others, how­
ever, combined several collective farms (TKZS) and introduced 
new methods of production. The 'combine' at Novi Kirchim, near 
Plovdiv, not only modernised livestock breeding and f eeding, but 



Economie Reforms since 1960 201 

also linked its fruit production to the canning-plant Vitamin. This 
vertical integration made it the first of what have since been called 
industrial-agricultural complexes (PAK). 

Final party approval and comprehensive adoption of this new 
framework of complexes followed in 1970-1. The Central Com­
mittee set out the formai basis for establishing APKs or P AKs in its 
April 1970 plenum. By the end of 1971, all of Bulgaria's 744 collec­
tives and 56 state farms had been merged into 161 complexes, 
mostly APKs. They averaged 24,000 hectares and 6,500 members. 
Average arable and fixed capital had both risen 4.6-fold, with grain 
and vegetable plots increased over 10-fold. 

The reasons for the decision, according to the best Western 
analysis of the transition, go beyond the party's traditional Leninist 
faith in economies of scale and capital-intensive production.16 The 
new complexes were also intended to boost the value-added com­
ponent in Bulgarian exports by processing more agricultural goods. 
A further task was to raise the urban supply of food without 
diverting labour back from industry. Both of these goals were being 
frustrated by the relatively poor agricultural performance of the 
late l 960s. As noted in Chapter 7, meat, fruit and vegetable pro­
duction had lagged in particular. According to one Bulgarian 
account, canning sustained 'unbearable losses' .17 Popular discon­
tent at seeing these goods in abundance only before major holidays 
or at the Plovdiv International Trade Fair could not be denied, 
especially among those aware of the foodstuffs regularly available 
in neighbouring Yugoslavia and Greece by the 1960s. Party appre­
hension rose. Then, in 1972, Todor Zhivkov made a major speech 
in which he promised a ten-year programme to raise living 
standards in general, and to bring food consumption in particular, 
up to the "scientific norms' set by the United Nations (see 
Table 8.5). 

The new agricultural framework afforded only mixed results 
during its first years of operation. Yields per hectare rose between 
1972 and 1976 for wheat, apples and grapes, but not for the other 
crops which, together, made up a majority of cultivated output. 
Gross agricultural output, including Iivestock, did increase by an 
annual average of 5.3 percent for 1972-6, compared with 3.1 per 
cent for 1966-70. At the same time, gross investment in fixed 
capital still grew at a slightly higher rate, 5.5 per cent, than did 
output. Investment growth was at least lower than the 6.9 percent 
average for 1966-70. The anticipated freeing of more farm labour 
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for industrial jobs, however, did not take place. The annual reduc­
tion in agricultural employment dropped from 4 per cent to 2 per 
cent. Productivity of the remaining farm labour also declined. 
Agriculture's share of gross investment in fixed capital fell back to 
18 percent by 1976, a level last seen in the mid-1950s. Investment in 
human capital also slipped. The number of specialists entering 
agriculture dropped from 6 per cent to 2 per cent of the national 
total. 18 

In the absence of funds to stem the declining level of investment, 
more reorganisation bas been the only Bulgarian recourse. One 
change has been to follow the logic of reducing the number of units 
for control to its final extreme. In 1976, a single national Agro­
Industrial Union was set up. The Ministry of Agriculture and 
Food, itself a recent merger of two ministries, was initially in 
charge. Although elections from the various complexes were held 
and connections from scientific institutes to the national union 
were created, neither device could overcome the new ministry's 
heavy-handed surpervision of co-ordinated activities. Press 
criticism in 1979 of the ministry's 'petty tutoring and rude inter­
ference' signalled the party's growing displeasure. The ministry was 
thereupon abolished, and the union charged with ail of its func­
tions.19 The change has at least eliminated the wasteful assignment 
of many Bulgarian scientists to part-time duties at one complex or 
another. 

More positive results have corne from the slimming down of the 
complexes themselves. By 1977, the APKs totalled just 143. Several 
were larger than 100,000 hectares and 25 were over 36,000 hectares. 
Their reduction in size and the creation of new, smaller complexes 
began the following year. By 1982, the total of old and new APKs 
reached 296. As a result of this doubling of numbers, the· average 
size bas been eut in half, to 16,000 hectares. The management of 
each complex, typically a merger of five or six. farms, is ~ow 
divided into directorates for each type of production. The inter­
mediate level of management between the directorate and the 
working brigade was swept away. Most importantly, the number of 
annual indicators for plan fulfilment, which had ballooned to four~ 
teen, fell to four. Surviving targets are obligatory deliveries, pay­
ments due to the state budget, a minimum for export earitlngs in 
bard currency, an import maximum, and a maximum of inputs 
from other sectors.20 Greater APK freedom to negotiate prices on 
production beyond the plan and to sign contracts for its own 
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supplies is therefore provided. 
The other major change since the creation of the complexes has 

been the expansion of two other types of organisation, the indus­
trial-agricultural and scientific-productive. These P AKs and NPKs 
(or NPOs) are intended to achieve vertical integration and intro­
duce advanced technology by bringing processing plants and scien­
tific institutes directly into the complex. In fact, industrial enter­
prises have tended to dominate the management of P AKs, and the 
institutes the NPKs. Both sorts of complexes have also been 
substantially larger than the APKs, over twice the arable land and 
almost twice the labour and fixed capital.21 Most of them have been 
assembled by combining several APKs with existing enterprises or 
institutes. 

The first P AK was the Bulgarian Sugar Association. Set up in 
1972, Bulgarski Zakhar encompassed eight APKs and seven 
refineries by 1976. Its vast cultivation of sugar beet demanded 
fodder crops for rotation. Livestock herds were added to make use 
of the fodder. Sugar-beet yields did not generally increase, how­
ever. With the major exception of the Rodopa meat-exporting 
enterprise, which had already integrated with several collective 
farms in the 1960s, results from the other P AKs were disappoint­
ing. Capital/output and labour/output ratios were soon at the 
same high level of the APKs. Hence the turn to the institute­
dominated NPKs and NPOs. 

The first NPK, or scientific-productive complex, was organised 
in 1974 for viticulture and wine production. Wine has subsequently 
-proved to be one of the most successful new hard-currency exports 
· from Bulgaria over the past decade (see Chapter 8). That same 
year, the first of the more frequent and more loosely structured 
NPO 'organisations' (associations in Western terms) was put 
together for poultry production, another area of subsequent 
success. The largest of them has been the merger of two Plovidiv 
institutes, the two huge and already profitable APKs at Purvenets 
and Novi Kirchim, with additional vegetable and fruit areas, and 
with the local hothouse facilities of the Bulgarplod export enter­
prise for fruit and vegetables. Its employees and members total 
32,000. Set up in 1977, after a year's delay for .negotiations, this 
NPO has increased labour productivity and eut production costs 
significantly, though notas muchas planned.22 
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The Rise of Personal Plots 

Although some of these further combinations among the agricul­
tural complexes of the socialist sector have boosted agricultural 
exports, f amily f arming for private profit bas been largely respon­
sible for the improved supply of domestic foodstuff s during the 
past decade. This production, it must be emphasised, bas not corne 
from privately owned land. The completion of collectivisation eut 
the share of private land to 2 percent of the arable total by 1959. 
The figure bas only declined further since then, touching 0.4 per 
cent by 1972. Most of this tiny fraction was located in mountainous 
areas. 

Instead, the recent revival of private farming in Bulgaria bas 
corne about on plots leased from the agricultural complexes. These 
are the so-called persona/ plots that were first authorised to peasant 
households in 1957, as compensation for joining the collective. 
Based on the system of plots granted to Soviet kolkhoz households 
since 1935, their size varied by land use 1-10.2 hectares for inten­
sive cultivation, 0.5 hectares for grain, and 1 hectare for mountain­
ous areas or fields not used for large-scale cultivation.23 Another 
0.1 hectare was added for each head of cattle raised. Regulations in 
1963 and 1967 reaffirmed the permanence of these plots, which 
typically adjoin the family bouse. Together, they amounted to 
about 10 per cent of cultivated land. 

Special measures to expand the number, activities and market 
sales of the personal plots did not begin until 1971. That year saw 
previous resfrictions on the number of livestock lifted. Major 
encouragement for a variety of marketed production materialised 
in 1974 and 1977. The party leadership had, like that of Hungary, 
overcome the ideological reservations that continue to restrict the 
Soviet plots. From 1974 onwards, peasant households have been 
permitted to lease additional plots and to have free access to f erti­
liser, fodder seed and equipment, from the agricultural complex. 
The Central Co-operative Union, eut off from the complexes after 
1970, was now empowered to sign contracts for the sale of plot sur­
pluses at their network of town market-places .. The Union bas also 
provided a growing number of delivery points and received rights 
to inspect leased plots and to set delivery targets. To encourage new 
takers, loans were extended and income taxes waived for 1974. 
More importantly, delivery prices were raised. This was also the 
year in which the reduction of Bulgaria's non-agricultural working 
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Table 9.1: Cultivated Area of Persona! Plots, 1965-80 (in 1,000 
hectares) 

Grains Vegetables and Forage crops 
fruit 

Area · Percentage Area Percentage Area Percentage 
of Gf of of of of 

plot total plot total plot total 

1965 302 12.7 46 31.2 41 5.4 
1970 257 11.3 42 27.5 44 6.5 
1975 299 12.6 46 29.2 48 7.0 
1980 287 13.0 65 41 .3 56 6.4 

Sources: Statisticheski godishnik na NR Bufgariia, 1972 (Sofia, 1973), p. 201; 1982, 
pp. 268-9. 

week, from 48 to 42.5 hours, was largely completed. Townspeople 
could now enjoy a Western-style weekend. They were free to assist 
their typically older relatives in the countryside with personal 
plots.24 

Further measures in 1977 actively promoted urban participation. 
Town residents might themselves apply for plots directly to the 
complex, even if they had no relatives there. (More recently, com­
plexes have taken to advertising available plots in newspapers, 
complete with number to telephone for further information.) 
Applicants need only be already employed in the socialist sector 
and refrain from using their plot to build a summer-vacation 
bouse. In addition, no lessee can employ hired labour, in effect 
non-family members, or leave his or her job in the socialist sector, 
whether in a factory or on the complex, to work full-time on the 
plot.2~ Size limits were also removed at this time, and further tax 
exemptions and fodder allocations offered. A flood of applications 
for the additional 150,000 hectares of land offered from the 
agricultural complexes brought the amount of land under personal 
plots to 14 percent of the cultivated total by 1980. 

Accompanying the increase in the area of persona! plots between 
1965 and 1980 was a change in crop structure, which favoured 
urban market-places. The rise in the plot shares of vegetable and 
forage crops (the latter for raising livestock) more than made up for 
the decline in the area devoted to grain noted in Table 9.1. By 1978, 
personal plots accounted for 22 per cent of Bulgarian vegetable and 
feed-grain production. The proportions were even higher for fruit, 
39 per cent, and more for individual vegetables such as green 
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peppers and green beans. Yields were growing more quickly for 
wheat and forage crops than in the socialist sector, surpassing those 
levels by 1981. That year overall crop output from the plots grew by 
4 per cent, compared with 3.5 per cent from the socialist com­
plexes. By 1982, the plots produced 33 percent of all vegetables and 
51 per cent of potatoes. 

Animal products have done even better. Meat and milk produc­
tion from the plots jumped almost threefold from 1973 to 1975. 
Since then they have consistently provided nearly 40 per cent of 
meat sales, 30 per cent for milk, and over one-half of egg produc­
tion. Ali together, by 1982, the plots accounted for one-quarter of 
agricultural output and of farm workers' income.26 

For the urban consumer, deliveries from the plots have clearly 
become indispensible for ail major foodstuffs except bread. Food 
prices were increased again in 1979, and are high by Eastern Euro­
pean standards. The more successful extended-family enterprises 
earn profits that are large enough to pay for luxuries like second 
cars or lavish weddings. Townspeople sometimes take resentful 
note of these trappings. At the same time, plot sales to town 
markets resolve the paradox of overall rates of agricultural growth, 
which have been low during the past decade, and an urban food 
supply which bas undeniably improved. 

lndustrial Concentration during the 1970s 

The latest round of combining existing enterprises into a smaller, 
and presumably more easily controlled, number of units spread 
quickly from agriculture to industry. What a West German econo­
mist bas called 'an extremely consistent process of concentration' 
was again at work in industrial organisation by the mid-1970s.27, 

Recent official views seek, in retrospect, to link such concentration 
with a parallel emphasis on greater responsibility for individual 
managers and brigades. At the time, however, this emphasis was 
greatly overshadowed by the initial promise of the Soviet campaign 
to use automated systems and information processing to boost pro­
ductivity. Soviet planners had launched the campaign in 1968. lt 
was an alternative to the Czech proposais for decentralising 
economic reforms that had emanated from the soon-suppressed 
Prague Spring. The Bulgarian Council of Ministers established a 
potentially powerful committee to replace the industrial mi~stries 
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in co-ordinating production with long-term plans. Little specifi­
cally came of its activities, however. The main legacy of the cyber­
netic approach has been a more comprehensive system of collecting 
economic data. 28 

The basic Bµlgarian strategy for better management in the early 
1970s none the less was wedded to promises of automated manage­
ment under a simplified surperstructure. Measures followed to 
reduce the number and increase the size of the associations into 
which industrial enterprises had already been combined in 1963. 
The enterprises were themselves larger than their Western counter­
parts. They dwarfed the tiny firms, which were identified in earlier 
chapters as a constraint on modern industrial development before 
and immediately after the Second World War. By 1970, plants with 
over 1,000 employees (one-quarter of which were located in the 
wider Sofia area) accounted for 47 per cent of the labour in the 
country's 2,471 industrial enterprises. Here was a higher level of 
concentration than that indicated by East German or Western 
European plant size.29 The number of enterprises was less than 
before the Second World War (see Table 3.5) and under one-half 
the number in excess of 6,000 on the eve of nationalisation in 1947 
(see Chapter 5). 

At the end of the 1970s, the number of state economic organisa­
tions (DSOs) into which industrial enterprises had been grouped 
since 1960 was virtually eut in half. The 64 enlarged organisations 
received the right to make decisions for their enterprises about new 
investments, bank credits or budget subsidies. The larger enter­
prises (now called subsidiaries) could still sign their own supply 
contracts and maintain their own bank accounts, but ceased to be 
legal entities. Smaller enterprises (now called subdivisions) became 
fully dependent on the enlarged DSOs. By 1975, moreover, seven 
new industrial ministries had set up eleven 'combines', one for each 
major branch of industry. Praised by Todor Zhivkov as the organi­
sational 'unit of the future', which would finally achieve vertical 
integration, the combines effectively bypassed by DSOs. The latter 
retained only a formai identity, and the chemical industry dissolved 
even that. 30 

The advantages of this streamlined organisation appeared to be 
several. It again promised greater economies of scale - the grand 
passion of Soviet (and much American) investment strategy -
through easier specialisation and a simplified flow of information. 
The combines would presumably be better equipped to make 
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investment decisions than either the small number of old ministries 
or the large number of enterprises. The same superior co-ordina­
tion was expected in distributing supplies of scarce inputs, labour 
included. The new framework was to introduce the same sort of 
linkage between specific industrial enterprises and scientific insti­
tutes that had been arranged for the agricultural complexes. 
Finally, the combines were relied upon to improve the effectiveness 
of 'counterplanning', the major Soviet innovation of the early 
1970s. Bulgaria adopted this device in 1971. Counterplanning 
called on enterprises to submit their own, presumably higher 
targets for obligatory production, as a response to those set by the 
State Planning Commission. Such coûnterplans would presumably 
draw down input reserves, whose hoarding held production under 
three-quarters of capacity in many industrial enterprises. 

The results of these decisions to reduce and then to eliminate the 
DSOs in favour of eleven combines appear to have been dis­
appointing. 31 Counterplanning continued to leave reserve industrial 
capacity unused and did nothing to improve quality control. Both 
Western buyers and domestic customers remained unsatisfied with 
the quality of too many Bulgarian manufactures. New planning 
indicators that set norms for cost reduction actually reduced 
quality in a number of cases. The programme mandating that every 
scientific institute assign its members to part-time service for a 
specific enterprise did not work any better for industry than it had 
for agriculture. Individual members of institutes lacked the power 
to reach combine or ministry levels, where decisions to import or to 
invest in new technology were made. 

In summary, the new framework only accentuated the dangers of 
socialist monopoly. These dangers were divorced from the abuses 
of exorbitant pricing in earlier capitalist monopolies, but not from 
the risk of restricted output or irrational decisions immune from 
punishment by competitors in the market-place. Bulgarian authori­
ties, from Todor Zhivkov down, have refused to acknowledge 
explicitely the threat of monopoly practices, which are associated 
exclusively in their vocabulary with capitalist economies. But the 
monopolistic abuses of irrational decisions taken arbitrarily at tht 
top, or rational ones poorly implemented at the enterprise level, 
were increasingly criticised in party meetings and the press. By th< 
end of the 1970s, a further set of reforms had therefore beer 
launched. 
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Financial Reforms since 1978 

The latest Bulgarian reforms began in 1978 and have continued 
under the designation, since 1979, of the New Economie Mechan­
ism (NEM). Th.is time they have involved the agricultural com­
plexes and the indus trial enterprises almost simultaneously. Their 
principal measures, in 1978-9 and 1982-3, have been financial 
incentives and accounting regulations aimed at all levels of manage­
ment, but especially at the smallest unit of labour, the brigade. The 
overriding aim has been to provide financial accountability. The 
absence of such accountability, according to a leading Bulgarian 
economist, has kept the concentrated organisation of and linkages 
between Bulgarian enterprises from having the co-ordinating effect 
that they do in a large Western corporation.32 With this co-ordina­
tion, the Bulgarian economy can aspire to become a single, socialist 
corporation. The means to this end are seen as those of the 
financial market-place. In the words of Todor Zhivkov, the 
Bulgarian economy should operate in future on the basis of 'the 
money-goods relationship' and its indicators: prices, profits, 
interest rates, credit, etc. 

Two important initiatives were launched in 1978. A series of 
decrees lifted the long-standing limits on enterprise investment, 
previously set by the State Planning Commission. In their place was 
put an investment plan based on the enterprises' contractual obliga­
tions and credits with the Bulgarian National Bank. The bank 
would also monitor the cash balance of enterprise contracts with 
customers and suppliers, granting credits only when required. Self­
finance thus became the watchword for all economic organisations, 
according to the best Western summary of the 1978-9 reforms. 33 

The second major change made wages and salaries a residual, 
rather than a first claim on gross enterprise income. Wages could 
rise only after an increase in labour productivity, and then by half 
of that increase. Management salaries could moreover be eut by as 
much as 20 per cent, if the complex or enterprise failed to meet its 
norms for production and productivity. Since their introduction, 
the formula for these sanctions against management salaries has 
changed several times. The consistent aim has been to make them 
fearsome. In 1980-1, a fraction was actually withheld pending the 
enterprise' s successful performance; more recently, that fraction 
must be repaid by the manager following an unsuccessful perfor­
mance. Here, according to one American appraisal of the latest 
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Bulgarian reforms, is the biggest change made so far.34 

The New Economie Mechanism was formally proclaimed in 
1979, first for agriculture and foreign trade, and shortly thereafter 
for industry. Its principal concern was to redefine the norms for 
successful performance and also for the disposition of profits. 
Binding criteria for performance were limited to five financial 
indicators for agricultural complexes and industrial associations, 
and to four for individual enterprises.3s Profit criteria were set only 
for the complexes or associations. Three separate funds for 
reinvestment received first daim on net income. One, the so-called 
Additional Material Incentive Fund, was specifically intended to 
compensate firms for avoiding excess cost reduction and the poor, 
quality that was often a by-product. A new set of proportional 
taxes would then take an average of 80 per cent of net enterprise 
income for the state budget, thus preserving the latter's economic 
leverage. Although budgetary subsidies were not being eliminated, 
the NEM directives repeatedly stressed the responsibility of higher 
management and even individual brigades for losses incurred. 
Complexes or associations were given explicit freedom to sign their 
own contracts with suppliers and customers at home and abroad.36 

Several supporting measures were also introduced during the late 
1970s. A campaign to eut the excessive number of administrative 
and supervisory personnel, one of a series in the post-1950 period, 
did not achieve its ambitious target, but never the less trimmed 
management's share in the labour force from 13 percent to 9 per 
cent. In 1979, as noted in Chapter 8, prices of many consumer 
goods were raised by 25-30 per cent, and wages or salaries just 
10-15 per cent, in order to offer producers a greater chance for 
profitable production. 

The Bulgarian National Bank (BNB) was already allocating more 
investment credit, a rise from 7 per cent to 39 per cent of the total 
distributed between 1965 and 1970, according to Table 9.2, at the 
expense of the state budget's share. But the BNB's decisions 
remained too dependent on the permissive pref erences of planning 
authorities in Sofia. In order to combat this frankly admitted 
'centralism', the bank was granted some flexibility in restricting its 
terms and in charging interest rates above the nominal 2 per cent 
still assessed. Ali these measures were designed to promote greater 
rewards for efficiency and to reduce the number of unfinished, 
often unprofitable new projects. The latter had accounted for 57 
percent of all Bulgarian investment as late as 1976. By 1981, this 
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Table 9.2: Sources of Economie lnvestment, 1956-81 (percent­
ages) 

Enterprise funds 
Bank credits 
Budget subsidies 

1956 

29 
9 

62 

1960 

23 
13 
64 

1965 

30 
7 

63 

1970 

34 
39 
27 

1975 

25 
54 
16 

Source: Statisticheski godishnik na NR Bulgariia, 1967, p. 321; 1982, p. 466. 

'new' proportion had been eut in half, to just 27 per cent.37 

1981 

45 
28 
28 

Perhaps the clearest institutional commitment to increased effi­
ciency has corne from the creation, in April 1980, of the Bulgarian 
lndustrial Economie Association (BIEA). Established outside the 
ministerial framework, but with strong backing from the party's 
Central Committee, the BIEA is a voluntary organisation of 
existing industrial associations and enterprises. Its president holds a 
higher rank than any economic minister does. lts membership 
represents over 700 organisations, accounting for 75 per cent of 
industrial output. Members retain their previous autonomy, 
although the BIEA is a legal entity. Its sole purpose has been to 
increase member efficiency in domestic and foreign markets. To 
this end, it has set up its own computer centre to analyse member 
incarne, has helped to sell surplus inventories, and even helped to 
co-ordinate regional construction projects. · 

The BIEA's most successful project to date has been the promo­
tion of some 200 new, smaller enterprises, designed to produce 
either consumer goods or component parts that are in heavy 
demand. They remain state enterprises, unlike their famous 
Hungarian counterparts, but their size (less than 200 employees, in 
fact most have under 50) and product mix are qui te similar. The list 
of best-selling products runs from denim jeans, jogging shoes and 
babywear, or scarce components such as zippers on the domestic 
market, to ceramics and oriental rugs for export. Plans were 
announced in 1984 to boost the number of such firms to 500 and to 
accord them 10 percent of funds for new investment.38 Yet the very 
success of these new, smaller enterprises has highlighted the failure 
of the larger complexes and associations to perform as well under 
the NEM. The youthfulness of a number of the small-enterprise 
directors also calls attention to the need for more rapid advance­
ment of able young managers elsewhere in the economy. 

Already in 1982, both Bulgarian economists and the party leader-
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ship were prepared to admit that the NEM had not led to the antici­
pated upturn in overall productivity and efficiency. Aggregate 
economic growth, as detailed in Chapter 7, had slowed to its lowest 
post-war level by the early 1980s. The limits on better Bulgarian 
performance, moreover, seemed to go beyond the international 
barriers of costlier oil supplies and slower Western and Soviet 
growth. The Bulgarian response has been to begin a second set of 
reforms under the rubric of the NEM, with the new promise that 
more will follow, if these do not yield satisfactory results. 

The 1982-3 measures have concentrated almost exclusively on 
financial incentives and that most change-resistant of Bulgarian 
indicators, the price mechanism. 'Final economic performance', 
that is, net income, has been identified as the major basis for 
judging plan fulfilment. The only other targets are tax payments, 
maximum-use levels for domestic and imported inputs, and mini­
mum export levels. The emphasis on self-supporting net income has 
been extended downwards to the brigade-level and upwards to the 
large associations headed by economic branch ministries. The 
guarantees of a minimum wage have been removed for workers, as 
well as management at all levels. A pilot project in Ruse is experi­
menting with ranking managers' performance over five years. A 
substandard record by their enterprise, that is, net income ranking 
in the lowest 10 percent of the pilot group, will supposedly result in 
demotion. Ministers themselves are now subject to salary reduc­
tions if their industrial association f ails to meet the streamlined list 
of targets. They are also held responsible if their massive associa­
tions meet targets by using monopoly power to hoard inputs etc. 
Their access to budgetary subsidies for new investment is now rare, 
and then for a fixed term only. 39 

Most investment capital outside net income must be sought from 
the Bulgarian National Bank. lts increasingly independent guide­
lines include the authorisation to hold regional competitions for 
investment funds. lnterest rates remain low, at 2.5-8 percent. But 
the competitions may be described as auctions of the sort that 
Yugoslavia attempted in the mid-1950s. Only a minority of appli­
cants can win in any one competition. 40 The regional distribution 
may also help to spread the bank access from Sofia to the provin­
cial towns. Overcentralisation in Sofia is a problem that has 
plagued the National Bank's operations, we may recall, since 
before the First World War. 

The State Agency for Prices and Price Information has been 
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given a new mandate and new data-processing equipment to collect 
cost data independently. It continues to police the fixed prices set 
for consumer necessities and some industrial inputs by the Council 
of Ministers. But for the majority of prices, the Agency is charged 
simply with , setting maximum Ievels under which the various 
economic associations, complexes and subunits may negotiate 
prices with each other.41 Its guidelines for these prices stipulate only 
that they must prevent either excess profits or essential production 
at a Ioss. 

The effectiveness of this Iatest and most serious attempt to 
restructure prices, so that they better reflect production costs and 
world prices, deserves to be watched closely. Its fa te may determine 
whether the prolonged Bulgarian experience with economic reform 
will finally stimulate the economy's aggregate performance, rather 
than only that of certain individual enterprises. That fate may 
depend, in turn, on whether thorough price and economic reform 
will finally spread to the Soviet Union, which by the weight of its 
trade alone sets important parameters for the Bulgarian economy. 
The brief tenure of Yuri Andropov as Soviet leader in 1983-4 
seemed, from the Bulgarian viewpoint, to promise such reforms. In 
the event, only the same temporary tightening of labour discipline 
that Andropov launched in the USSR spread to Bulgaria before his 
death. 
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CONCLUSION 

The prospects and problems facing the Bulgarian economy during 
the rest of the twentieth century derive principally from the socialist 
framework put in place by the post-war Communist government. 
More distant historical dimensions must of course be added, if we 
are to grasp the full relevance of Bulgaria's economic past to its 
future. But we cannot honestly conclude that they deserve pride of 
place over the major post-war changes described in the past five 
chapters. Soviet-style central planning of production and invest­
ment, the Marxist priority of rapid and balanced industrial growth, 
the ties to the other socialist economies, primarily the USSR, and 
the Bulgarian Communist Party's persistent efforts to reform its 
own system since 1960 - these are the major facts of the country's 
present economic life. 

Investment strategy continues to emphasise heavy industry. To 
the extent that this emphasis promotes an increasing array of elec­
trical equipment exportable even to Western markets, it is plainly 
positive. So was the construction of electric power plants during the 
1950s, which first made feasible the nationwide spread of modern 
industry. On the other hand, the enduring Bulgarian determination 
to manufacture most of its own ferrous metallurgy, despite a 
record of inefficient production and the need to import iron ore 
and coking coal, does not hold out much promise. The delayed 
conversion to nuclear energy, now aiming to provide half of all 
electric capacity by the year 2000, will at least relieve some of the 
drain on remaining coal reserves. 

Investment strategy continues to neglect light industry. The 
principal victims of this neglect throughout the post-war period 
have been consumer goods, mainly for domestic use, and processed . 
foods for export. The spate of new small firms charged with pro­
ducing better-quality consumer goods have now recorded some 
early successes. More investment and more Western imports will 
probably be required, however, if such goods are to be exported 
profitably outside of Eastern Europe. Food-processing plants are 
in urgent need of modernisation. If their production is to meet 
world standards, new · Westérn processing equipment must be 
imported. Otherwise, the proportion of processed food in 
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Bulgarian exports will continue to fall. 
If the Eastern European Council for Mutual Economie Assist­

ance were pursuing full-scale integration of its member economies, 
the share of Bulgarian food exports would undoubtedly have to rise 
again. But CMEA's principal goal appears instead to be the con­
vergence of its members' productivity levels in all industrial 
branches. Hence its support for Bulgaria's new metallurgical 
complex at Burgas. In addition, the USSR and Eastern Europe now 
promise to be a tougher market for Bulgarian manufactured 
exports and a more expensive source of raw materials, especially of 
Soviet oil. If, in return, the Eastern European economies could 
guarantee Bulgarian enterprises a supply of industrial equipment at 
the highest levels of current technology, the genuine Bulgarian 
advantage enjoyed in past economic relations with CMEA might be 
more certain to continue. 

In addition to CMEA ties and the new socialist framework, the 
course of the post-war Bulgarian economy stands separate from the 
pre-war pattern in several other important ways. That framework 
admittedly dictated the massive structural shift in production from 
agriculture to industry, and in population from countryside to 
town which, more than anything else, distinguishes the post-war 
period. Yet the large factories and agricultural complexes that now 
dominate the production process have a special significance, aside 
from their state ownership and socialist management. Their dimen­
sions are also a striking departure from the small scale of produc­
tion in the pre-war Bulgarian economy. 

These post-war enterprises are large, even by contemporary 
European standards. The contrast to the small farms and unusually 
small industrial enterprises that predominated during the pre-war 
period is even sharper. As we have seen in Chapters 2-5, average 
farm and enterprise size continued to shrink throughout the Second 
World War and even in the first few post-war years. The shift since 
1948 to huge units of production undoubtedly afforded the 
Bulgarian economy some valuable economies of scale. How much 
the abruptness and the extent of that shift have reduced those 
economies remains a serious question. Clearly, training a pre­
viously peasant labour force to work within a large, inevitably 
impersonal enterprise was a task as formidable as providing purely 
technical education. Both tasks continue to confront the manage­
ment of these factories and farms, who in turn need better training 
and greater opportunity to advance. 
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The post-war redirection of Bulgaria's foreign trade toward the 
Soviet Union and the newly Communist states of Eastern Europe is 
a second major departure, socialism and CMEA aside, from the 
pre-war pattern. The pre-1914 and inter-war dependence on 
Central Europe ,in general, and on German y in particular, has now 
shifted eastward. The difficulty of selling manufactured exports to 
a highly developed and united German economy was an enduring 
barrier to pre-war Bulgarian industrialisation. Access to the less 
demanding Soviet market for manufactures has undoubtedly aided 
post-war industry, as have Soviet supplies to Bulgaria of oil, iron 
ore, cotton and other raw materials of which pre-war Germany was 
itself an importer. The extensive export of Bulgarian canned foods, 
cigarettes and wine to the USSR, and also to Poland, Czecho­
slovakia and East Germany, may be traced in part to a climatic 
advantage over these north-eastern economies. But this was an 
advantage also enjoyed over a united Germany. The generàl weak­
ness of socialist agricultural performance, with the exception of 
Hungary, seems as important as climate in accounting for 
Bulgarian food exports to the USSR and the rest of Eastern 
Europe. 

The Soviet Union's political desire to strengthen its new camp of 
Communist states after the Second W orld W ar admittedly provides 
the best explanation for Bulgaria's better access than before 1944 to 
foreign investment, at least during the 1960s. The USSR took 
virtually nothing in post-war reparations, and protected the 
Bulgarian economy from the kind of Allied claims that hung over it 
throughout the 1920s (see Chapter 2). Soviet credits at low interest 
furnished over one-quarter of Bulgarian industrial investment 
capital during the 1950s, compared with the 10 percent provided by 
the European Great Banks during the last pre-1914 decade and 15 
per cent during the 1920s. Yet the renewed Bulgarian turn to· 
Western European bank credits to cover machinery imports during 
the 1970s offers another reminder that the small Balkan economy's 
search for best technological practice, frustrated by pre-war 
capitalist neglect, faces a post-war socialist problem: that is, an 
Eastern European record of technical modernisation and 
managerial initiative that has consistently lagged behind Western 
best practice. To this deficiency, add Soviet economic difficulties 
since the mid-1970s, which have held back new investment and now 
cheap oil supplies from the USSR. Even overdue Soviet reforms 
may not fill these gaps. 
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Unbroken political continuity constitutes a third distinguishing 
feature of the post-war Bulgarian economy. The four decades of 
Communist rule since 1944 are by far the longest period of stable 
government in modern Bulgarian history. The shorter period (from 
1886) of Prince Ferdinand's rule before the First World War must 
be further subdivided by the frequent changes of regime and the 
political divisions that he himself encouraged. Then came the tur­
moil of two world wars, framing two contentious inter-war 
decades. Bach included a coup d'état (1923 and 1934) and other 
changes in government. The post-war period is not only longer, but 
has also been unmarked by the violent opposition that has con­
vulsed each of the Communist regimes to the north (East Germany 
in 1953, Hungary and Poland in 1956, Czechoslovakia in 1968, and 
Poland again in 1980). Nor have the three decades of Todor 
Zhivkov's tenure as party First Secretary resulted in the sort of per­
sonality cuit and defensive isolation around a long-time leader that 
has paralysed the prospects for economic reform in neighbouring 
Romania. Without Zhivkov's persona! willingness to accept some 
measure of collective leadership and to face some shortcomings 
honestly, Bulgaria's nearly continuous pursuit.of economic reform 
would not have been possible. 

To the considerable extent that the most recent reforms rest on 
persona! agricultural plots, small new manufacturing firms for con­
sumer goods, and employee responsibility for enterprise profits, 
they depart from the Soviet pattern of central planning and minis­
terial supervision for large units of production. These reforms also 
appear to reverse a fourth pre-war tendency, the Bulgarian popula­
tion' s readiness to withdraw from the regular market-place in 
reaction to state pressure for increased sales. Recall the peasant 
cuts in grain marketed before and after the First World War, in 
favour of tobacco and then away from it again. During the Second 
World War, they favoured fruit and vegetables in order to escape 
requisitions by the grain-trading monopoly, Hranoiznos (see 
Chapters 1-4). The urban black markets of both world wars were 
part of the same pattern of behaviour. The recent official encour­
agement of small-scale production and individual initiative, albeit 
within a socialist framework, has helped to keep the Bulgarian 
black market one of the smallest in Eastern Europe. 

Despite these four significant departures from the pre-war 
pattern, beyond the socialist framework and CMEA, the present 
Bulgarian economy still contains important elements of historical 
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continuity. The Ottoman legacy of imperial subjugation does seem 
largely to have faded, despite its continuing reputation among 
some Western observers as an easy explanation for what is pre­
sumed to be Bulgaria's simple, subordinate relationship to the 
Soviet Union., Much more relevant to the complex economic 
relationship with the USSR and to the economy's interna! dynamics 
are legacies from the first decades of Bulgaria's past century as a 
nation-state, governed from Sofia within roughly the present 
borders. These historical legacies apply respectively to the state's 
role in industry, agriculture and foreign trade, and to the limits of 
population growth and political leadership. 

Modern industry bas grown since the turn of the century at a 
faster rate and with greater state participation than in most other 
European economies. ln part, mechanically powered production 
grew at rapid rates before and after the First World War, as well as 
since the Second World War, because it began from the smallest 
industrial base of any Eastern European country. The large artisan 
sector of the nineteenth century served only to impede the rise of 
modern industry. Chapter 1 bas described artisan hardships from 
the loss of the large Ottoman market and from the movement of its 
labour force to lowland agriculture. The state's tax and tariff 
exemptions to encourage modern industry, dating from the 1890s, 
were therefore essential to attracting capital away f rom booming 
agricultural exports to Central Europe. Easier access to these state 
encouragements in the capital city started a concentration of 
industry in Sofia that continued throughout the inter-war period. 
Actual state ownership had begun by 1900 with the railway system 
and the major coal mines. By 1939, the state's share of industrial 
production had risen to 15 per cent, if co-operative output is 
included. 

Also paving the-way for post-war nationalisation was the state's 
role in the pre-1914 cartel for tobacco processing and its leverage in 
several industrial branches by the 1930s, which was achieved 
primarily through price controls and government purchase. 
Military mobilisation for the Second World War expanded this 
leverage. The fact that state controls and the earlier encouragement 
laws promoted the appearance of small-scale private firms and did 
not aid the larger ones only strengthened the post-war Communist 
argument for nationalisation. Private enterprise could not promise 
the badly needed economies of large-scale production. The present 
Bulgarian problem is how to reduce the size of overly large 
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enterprises, whose diseconomies of scale are partly the result of the 
abrupt post-war transition from smalrto large. 

Bulgaria's agricultural tradition during the twentieth century is 
perhaps the most progressive, by any definition, among all the 
Eastern European economies. The rapid growth c;>f grain cultiva­
tion and export before the First World War was followed by a 
diversification first to tobacco, and then to other crops and to live­
stock. Aggregate growth continued at a significant rate during the 
difficult interwar years, in contrast to low rates for its Balkan 
neighbours. Under the primary leadership of Aleksandur Stam­
boliiski's Agrarian Party, a massive Bulgarian co-operative move­
ment created its own credit network. This network linked up with 
the region's earliest (1903) and largest agricultural bank to provide 
peasant smallholders with a relatively large - though still insuffi­
cient - amount of credit and other modernising assistance. By the 
1920s, the bank was Bulgaria's largest financial institution. By the 
1930s, however, it was af fording co-operatives more credit than · 
individual peasant smallholders. The existence of this semi-public 
bank and co-operative network also furnished the post-war Com­
munist government useful leverage in the rapid nationalisation of 
agricultural tracte after the Second World War. 

Still greater state leverage came from the food export and 
tobacco monopolies. These had been set up by the early 1930s and 
greatly increased their powers during the war. The disappearance 
since then of a separate agricultural bank bas combined with the 
familiar Communist emphasis on heavy industry to set increasingly 
restrictive limits on modernising investment in agriculture and food 
processing. 

Bulgaria's foreign tracte was already based on bilateral inter-state 
agreements at artificial exchange rates before the post-war turn to 
such agreements with the USSR and the other CMEA members." 
Similar, if less f~vourable, arrangements were signed with Nazi 
Germany during the 1930s, as detailed in Chapter 3. They 
accounted for over one-half of exports and imports before the 
Second World War began. This early departure from free tracte at 
fixed rates of cpnvertible exchange was not really the result of close 
political alliance with German y. It derived instead from the 1930s 
depression, and also from unpromising Bulgarian experiences with 
free Western European markets and with an overvalued currency 
before and after the First World War (see Chapters 1and2). High 
protective tariffs during the 1920s had failed to improve this bad 
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bargain with free multilateral trade. The most heavily protected 
branches did not respond with rapid growth, while prohibitive rates 
discouraged the growth of large-scale industry by facilitating the 
easy entry of small firms. 

Bulgaria's bilateral agreements within CMEA undoubtedly 
created more exports and imports, particularly during the general 
European trade boom of the 1960s, than did the less favourable 
pacts of the 1930s with Nazi Germany. But the general damage of 
such agreements to prices based on relative scarcity and to resource 
allocation based on opportunity cost bas also been real. Most of 
Bulgaria's overdue price increases in 1979 were designed to repair 
some of this damage. 

Higher export prices would hopefully reduce the deficit in 
Bulgaria's Western trade. Its short-run coverage had required 
heavy borrowing from Western banks. By 1976, as noted in 
Chapter 8, the 44 per cent ratio of debt service to hard-currency 
exports was the highest in Eastern Europe and greatly exceeded 
Bulgaria's inter-war peak. That ratio's sharp reduction since then 
bas been the result of arbitrary cuts in Western imports and one­
time Soviet oil deliveries for re-export. A long-term problem 
remains: how to trade for full comparative advantage with the free 
Western market, while still conducting a large majority of 
Bulgarian commerce under bilateral agreements at politically 
determined prices? Only area-wide economic reform around cost­
based, market prices, including rates of multilateral currency 
exchange, can hope to resolve this contradiction. 

The greatest historical pressure pushing current Bulgarian 
economic reform in the direction of cost-efficient use of ail 
resources is the shortage of labour. Sofia, long the centre of 
Bulgarian industry, first experienced such a shortage before the 
First World War. Caused then by too little peasant immigration, 
the shortage forced up wages for some industrial workers and 
emboldened others, less fortunate, to join the young socialist 
movement. From the inter-war years throughout the 1950s, Sofia at 
least had a surplus of such labour. The roots of a longer-term 
labour shortage, which reached Bulgarian cities by the 1970s, lay 
instead in the countryside. The demographic losses of the First 
World War dovetailed with the poor agricultural prospects after­
wards to push the rural Bulgarian birth rate downward. The decline 
bas since become a national tendency. After a brief revival in the 
early 1950s, the Bulgarian birth rate turned down once again. The 
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shock of collectivisation during the 1950s pushed many young 
peasants into the towns, where by the end of the decade too few 
factory jobs awaited them (see Chapter 6). This decline toward zero 
population growth created an inevitable labour shortage, which 
therefore appeared first on the collective farms. Economie reform, 
not surprisingly, was launched there first, in the early 1960s, as we 
saw in Chapter 9. The urban labour surplus of the late 1950s had 
meanwhile encouraged the expansion of industry, so that its needs 
exceeded the workforce available by roughly 1970. By the 1980s, 
the urban supply of male labour was facing an absolute decline for · 
the rest of the decade. Turnover none the less remains too high and 
efficiency too low. 

Declining rates of growth for national income since 1980 (down 
to 3 percent for 1983) may continue to fall, or at least to stagnate 
under current Western levels, if productivity per worker and - per­
haps more important - per unit of investment do not move 
upward. Less Soviet (and Western) lending, plus the Bulgarian 
government's commitment to continuing the recent. rise in domestic 
consumption, bars a return to the excessive, often inefficient 
investment of the first Five-Year Plans. Thus, the scarcities of both 
capital and labour, which plagued the growth of the pre-war 
Bulgarian economy, have now returned. 

One final pre-war legacy can assist Bulgaria's political leadership 
in facing the challenge of growth and scarcity. That is modern 
Bulgaria's tradition, dating even from late Ottoman times, of pur-. 
suing national development more successfully through internai 
economic progress, rather than external political manoeuvres. His­
torically, such manoeuvres have ail ended in disaster. Popular 
sentiment bas long since lost confidence in them. Alternatives to a 
Communist govemment in the Soviet camp are not considered. But 
the idea of hard work for the home economy still enjoys wide­
spread respect. More political leaders of the pre-war period were · 
trained primarily in an economic discipline and advocated 
primarily economic programmes than in any neighbouring state. 
This primacy explains in part why agrarian and socialist move­
ments appeared in Bulgaria first and why they were further 
developed there before the Second World War than anywhere else 
in south-eastern Europe. It remains a significant advantage in the 
present Communist pursuit of economic reform. 
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