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FOREWORD

Throughout this memorandur, the aggregative statistics or in-
dexes which arc presented are for the most part those calculated
by CIA and accepted by the intelligence community. These measures
do not agree with the official Soviet aggregate measures of growth
in the economy (including growth of national income and of indus-
trial and agricultural output). Moreover, some official commodity data
such as those relating to grain production have been adjusted to
conforny to international standards of definition and coverage. Sub-
stitute measures constructed by CIA economists and other Western
economists atmost invariably indicate that there are substantial de-
grees of overstatemeat in the Soviet measures.

All aggregate measures used in this memorandum are computed
in 1968 prices. Freviously, 1960 prices were used in computing CIA
indexes of Soviet economic performance.
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CENTRAL INTELLIGENCE AGENCY
Directorate of Intelligence

June 1971

INTELLIGENCE MEMORANDUM

The Soviet Economic Plan and
Prospects for 1971-75

INTRODUCTION

1. The directives approved by the 24th Party Congress for drafting of the
Ninth Five-Year Plan, covering the period 1971-75, were published on 11 April,
As with earlier plans, there were no important substantive differences between

' the approved draft and the earlier version of the directives released in mid-
February for “discussion” purposes. On the basis of the approved directives,
the Council of Ministers is instructed by the Party to draw up before 1 August
the annual plans for the individual years of the five-year period and the plans
for each of the 53 ministries and for the 15 republics. Finally, by 1 September
the detailed draft of the plan is to be submitted for ratification by both the
Supreme Soviet and a Party plenum. If past procedures are followed, however,
no public proclamation will be issued concerning the plan’s formal approval
nor will a summarized or expanded form of the detailed plan be published.*

2. This memorandum reviews the economy’s performance in 1966-70, the
policies and plans for 1971-75, and the prospects for achieving the principal
goals. Recent trends in output and its uses and the plan’s highlights with respect
to priorities and primary targets are described. Production goals for industry
and agriculture and allocational plans for consumption are discussed in detail,
and attention is focused on probable trends in selected areas that (1) will either
directly impinge on the success in fulfilling production targets—private activity
and manpower-—or, (2) are indirectly related to the extent that they affect pro-
ductivity (cfficiency) gains—economic reform and foreign trade. Finally, the
memorandum presents a preliminary appraisal of the prospects for the Soviet
economy in the period 1971-75.

*In his concluding speech to the 23rd Party Congress in April 1966, Premier Kosygin stated
that within four to five months the planning authorities would have the detailed plan for
1966-70 ready for submission to the USSR Supreme Soviet, However, two sessions of the
Supreme Soviet passed—in August and December 1966—without a public announcement of
a final plan.

Note: This memorandum was prepared by the Office of Economic Research.
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SUMMARY AND CONCLUSIONS

3. The year 1970 marked the end of the Eighth Five-Year Plan (1966-70) and
the sixth year of the Brezhnev regime, Although the economy during this period
failed to regain the high growth rates of the 19505, there was moderate im-
provement when compared with the latter years of Khrushchev's regime. Gross
national product (GNP) grew at an annual rate of 5%% compared with about
5% in 1961-65. While much of this modest gain was attributable to better
harvests, resulting from more favorable weather, the post-Khrushchev leader-
ship can take credit for some of the improvement. In contrast to the disruptive
nature of Khrushchev’s approach to economic management—characterized by
frequent reorganizations and campaigns—the new regime has proceeded in a
more orderly fashion.

4. The economic blueprint of the new five-year plan (1971-75) does not call
for a radical shift either in production or allocational policies. The average
annual rates of increase planned for GNP and industry are somewhat above
the average annual growth achieved in 1966-70, as shown in the following

tabulation:
Average Annual Increase ( Percent)
Actual Actual Planned
1961-65  1966-70 1971-75
Total output (GNP) ...................... .. 5 5% 8
Industrial output ......................... .. 7 7 8
Agricultural output ......................... 3% 4 314

5. Although the new output targets for 1975 are relatively modest, the pros-
pects for fulfillment are not auspicious. The projected rates of growth of man-
hours and the stock of plant and equipment are somewhat less than during the
last half of the 1960s. Total investment is to increase 6%% annually, compared
with more than 7% annually during 1966-70. Labor inputs will probably in-
crease at no more than 1%% annually, reflecting a moderate slowdown over
the rate of increase in the 1960s. This pattern of growth in resources implies an
average annual rate of increass of total inputs of around 3%, compared with
3%% during the preceding five years. Thus, to achieve even the moderate
improvement planned in overall growth, there must be a substantial increase
in factor productivity.

8. On the basis of past experience, however, there is little reason to believe
that factor productivity will grow much faster than the annual rate of roughly
2% registered in 1966-70. This rate of growth in output per unit of input,
combined with a 3% growth of resources, would result in an average annual
rate of growth in GNP of 5%. Obtaining a higher rate of productivity growth
would probably require the adoption of new strategies for the introduction of
new technology and for raising the efficiency of investment in industry and
agriculture. However, no new organizational or managerial schemes have been
revealed to bring this about, suggesting that old, unproductive methods will
be tried anew.

7. There is no evidence of major changes in priorities in the interplay of the
demands for increases in all major sectors—military and space, growth and

2 SECRET
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consumption. As before, investment is to grow at a slightly higher annual rate
(6%%) than GNP and consumption at a lower rate (56%). The data do
not permit precise estimates of defense outlays, but it appears that the plan
allows for a rise in expenditures for military and space programs at least as
rapidly as that for national income,

8. The plan directives place unusual emphasis on bettering the lot of the
consumer, but the figures given imply that the rate of progress planned for
the standard of living is somewhat lower than that achieved in 1966-70. Never-
theless, there are signs that consumption and consumer-related sectors such as
agriculture may now be on a more equal footing with other claimants, In other
words, in the coming years, if the economy fails to grow at expected rates,
resulting in an overcommitment of resources, it may be that the consumer in-
dustries will suffer no more than the growth-oriented industries. If this occurs,
it will mark a major turning point in Soviet economic policy.

9. Achievement of the targeted rate of increase in per capita consumption
(4%) should meet the population’s =xpectation of steady and visible progress.
There is little prospect, however, of a significant reduction of the chronic
irritations to consumers such as suppressed inflation, incomprehensible shortages,
queues, distorted prices, poor quality, and neglect of consumer preferences.
These are matters that growing resource availability has failed to solve.

10. From the point of view of the consumer, probably the most important
element in the consumer welfare picture is the rate of improvement in his diet.
And, of course, progress in agrizulture is the key to meeting this demand for
higher quality food. At first glance, the agricultural goals for 197175 appear only
moderately ambitious—the average annual rate of growth would have to in-
crease by slightly less than the rate of expansion recorded in the 1966-70 period.
The growth rate recorded in the earlier period, however, was based on a very
unfavorable weather year (1965) and ended in a generally favorable year (1970),
while the current goal begins on the high plateau of 1970. As a result, under
normal growing conditions in the period ahead, a moderate acceleration in
.growth is required to match the earlier period. The evidence pertaining to
resource plans, although incomplete, indicates a boost in the growth of annual
inputs to farms in 1971-75. Indeed, if Brezhnev’s rhetoric has content, the am-
bitious plans for investment and industrial support to agriculture will be carried
out with unprecedented persistence. Moreover, there are signs of more tolerance
by the regime toward private farming activity. The relaxation of restraints on
the private sector taken together with the high priority position for resource
allocations to collective and state farms in the socialized sector should provide
a macked impetus to farm output in the next two or three years.

11. Even though the announced plans for foreign trade indicate a’ slowing
of the rate of growth of total trade turnover, the outlook is for the USSR to
continue to use foreign trade as a means of alleviating some of the strains in
its economy, especially through the import of capitai goods from the industrial
West. As before, the principal constraint to expanded trade will be the growing
indebtedness to Western trading partners and the problem of generating off-
setting exports.
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DISCUSSION

ECONOMIC PLANS AND POLICIES

Background

12. During the Eighth Five-Year Plan (1966-70), Soviet GNP grew at an
annual rate of 5% % (see Table 1 and Figure 1). By comparison the rate posted
in 1961-65 was about 5% and for the decade of the 1950s about 6%. Because
of the wide luctuation in agricultural praduction, however, year-to-year growth
in GNP has varied considerably during the past five years—from a low of 2.59%
in 1969 to a high of 7.9% in 1870. All of the increase in the growth rate of GNP
since 1965 can be attributed to an improved performance in agricuiture and
construction. Industry, the largest contributing sector to GNP, grew at about
the same pace as in the first half of the decade. The rate of growth of Soviet
GNP for the past five years was less than half that of Japan, roughly the same
as that of France and Italy, but substantially above that of the United States,
West Germany, and Great Britain.,

13. The modest improvement in the rate of growth of Soviet GNP in the
last half of the decade was due entirely to a boost in ihe rate of increase of
factor productivity (output per unit of combined inputs of capital and labor):
from an average of 1.37% to 2.1%. The rate of growth of inputs of capital* and
labor in this period was about the same as in 1961-65, (These data are presented
in Figure 2 and Table 2.)

14. The modecrate upturn in overall growth in 1966-70 was reflected in an
increased tempo in allocations to all the principal resource claimants (consump-
tion, investment, and defense) in comparison with 1961-85. As in the past, out-
lays for investment continued to grow at a somewhat higher rate than GNP and
outlays for defense and consumption at a somewhat lower rate. These moderately
diverging trends led to a further increage in the share of GNP allocated to
investment—from 29% in 1965 to 31% in 1970—and a small decline in the
share of defense expenditures—from 7%% in 1965 to 7% in 1970 (see Table 3).

15. The share going to consumption, the largest GNP claimant, decreased
slightly, continuing its long, slow trend downward. Although declining as a
share of GNP, the rate of progress for consumption for the 1966-70 period was
greater than for either of the previous two five-year periods (1956-60 and
1961-65). Moreover, the share of consumer-oriented investment rose somewhat
more rapidly than that of growth-oriented investment when compared with
1961-65.** This modest shift was designed to compensate partially for the neglect
of housing and consumer guods production during 1961-65, when relatively
greater emphasis was placed on increasing investment in the growth-oriented
sectors of the economy (primarily heavy industry, transportation, and com-
munications).

*Unless otherwise noted, the term capital is used to designate all structures, 2quipment,
land, and livestock but does not include inventories.

* *Consumer-oriented investment includes investment in agriculture, light and food industry,
housing, and szrvices.
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Table 1

USSR: Average Annual Rates of Growth of Components of Gross National Product, at Factor Cost *

Percent
1961-65 1968-70 1966 1967 1968 1969 1970

Gross national product ........................ ... 52 5.6 7.0 44 62 25 79

Industey® .. 70 7.0 77 7.6 6.6 6.5 6.6

Construction . ... 3.8 6.8 73 8.1 7.1 2.0 9.8

Agricalture™ ... 26 37 85 —28 5.7 —60 14.1

Transportation ... 8.7 6.0 48 85 6.0 4.1 6.5

Communications ............ ... .. 8.2 105 108 122 98 99 9.9

Domestic trade ......... ... 5.7 8.2 88 9.2 84 74 74

Services ... 52 43 44 4.6 51 4.1 35
Nonagricultural sectors of gross national product® .. ... ... .. .. ... ... ... . . . 62 6.2 6.6 69 6.3 53 6.1

* All aggregate measures used in this dum are puted in 1968 prices. Previously, 1960 prices were used in computing indexes of Soviet economic
performance.
- ® The ind for industrial and agricultural output p d in this table are adjusted to a value-added basis by deducting: (1) sales by agriculture to industry
from industrial output, and (2) sales by industry to agriculture from agricultural put. The ind of industrial and agricultural output sh lsewh in
this memorandum represent value of output, so the values on which they are based do not exclude purchases from other sectors.

¢ The weighted ge of the I change of outp of all the , excluding agriculture.
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" Figure 1
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Figure 2

USSR: GNP, inputs and Factor Pmdwtmty
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Table 2

USSR: Indexes of Output, Inputs, and Factor Productivity in Gross
National Product

1965=100

1060 1965 1966 1967 1068 1869 1970 1975 Plan
Total fnputs® .......... 83.0 100 1035 1070 1108 1144 -1184 138.3
Man-hours worked ... 91.2 100 1018 1037 1055 10768 109.6 118.6
Capital® ., ... .,..... 66.1 100 1079 1157 1242 1335 1438 2022
Land .. ... ...... 97.1 100 9890 989 99.0 99.7 88.7 98.7
Qutput ............... 77.7 100 1070 1117 11868 1216 131.3 173.7

Factor productivity® .... §3.6 100 1034 104.4 1073 1063 110.8 125.7
Average Annual Rates of Growth (Percent)

1956-60 1961-65 1966-70 1971-75
Total inputs .. .................. 2.6 3.5 34 3.1
Qutput ........................ 5.7 52 5.6 5.8
Factor productivity .............. 3.0 1.3 . 2.1 2.5

* This index gives a measure of the level of output expected to be obtained from the indicated
lovels of conventional inputs of labor (expressed in man-hours worked), capital, and land,
The thrae series of inputs are combined (using a Cobb-Douglas production function) by use
of 1068 weights that represent the monetary or imputed costs attributed to each of the inputs.
The shares of inputs in total costs of production in the base year 1968 were as follows (in
percont ): labor 66.6; capital, 29.9; and land 3.5.

* Gross fixed capital including livestock.
° Ratio of index of output to index of inputs.

Policies Reflected in the New Plan

16. The new five-year p'an, as initially outlined in the draft directives and
in the speeches at the 24.:: Party Congress, suggests that the main objectives
of Soviet economic policy will remain roughly the same as in recent years.

17. The tavgets for rates of change in output by the major sectors and in
use of resources are shown in Table 4. The average annual rates of increase
planned for GNP and industry are somewhat above the average annual growth
achicved in 1966-70. No major shifts are appareut in the allocation of resources
among the principal claimants—defense, investment, and consumption. As before,
investment is to grow at a slightly higher annual rate (6%%) than GNP,
and consumption at a lower rate (5%). The directives place unusual emphasis
on bettering the lot of the consumer, but the figures given imply that the rate
of progress planned fer the standard of living is sornewhat lower than that
achieved in 1966-70. Although the available data do not permit precise esti-
mates of defense outlays, it appears that the plan allows for a rise in expenditures
for military and space programs at least as rapidly as that for national income.

18. The Soviet leaders continue to call for (1) increasing productivity (by
uncovering “hidden reserves,” accelerating the pace of technological progress,
and improving managerir]l techniques and incentive arrangements); (2) in-
creasing the quantity of goods and services for all principal claimants; and (3)
improving the quality, durability, and reliability of producer and consumer goods.

19. Indeed, to achieve even the modest improvement planned in overall
growth, the regime must depend upon a substantial increase in productivity.

8 SECRET
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Table 3

USSR: Distribution of Gross National Product, by End Use at Factor Cost *

1960 1965 1968 1969 1970
End Use Billion Rubles® Percent Billion Rubles® Percent Billion Rubles® Percent Billion Rublss® Percent Billion Rubles® Percent
Consumption ............... 114.1 63.3 136.7 58.9 164.3 59.7 166.9 531 176.9 581
48.2 26.7 67.7 29.2 83.3 30.3 87.0 30.8 94.9 312
38.8 215 52.3 225 66.0 240 68.2 242 - 742 244
94 52 154 6.6 17.3 63 188 6.7 20.7 6.8
139 17 17.1 74 20.0 73 21.0 74 21.7 71
35 1.9 42 1.8 50 18 52 18 54 18
05 03 64 2.8 2.7 1.0 22 08 5.7 18
Total® .................. 180.2 100.0 2321 100.0 2753 100.0 282.3 100.0 304.6 100.0
*B of ding, p ts may not add to totals shown.
®In 1968 prices.
¢ Including capital repair and civilian research ar.d development.

¢ This gory is a residual isting of i tory ch c,,n‘etexpoﬂ.v,arxda.sm!isﬁcaldis-t:ﬂzp.:m:y.'I'he1e.1-|'¢:luali«tﬁediffereﬂcel’:etwezeﬂﬂat«xl('.'NP,u:hx'ch
is derived from sector-of-origin data, and GNP as the sum of end uses. See footnote e, below.

* Ruble totals for GNP and corresponding growth rates for GNP represent sector-of-origin totals because these data ave more complete and, in some instances,
¢ be d adequatel

morereliablethandatapertaim‘ngtaendm.Forexamyle,x'ncalculaﬁngGNPbyenduse, net exports and i tory chang q 'y
FurtheﬂnoreGNPbysectorofoﬁginandGNPbymduseurede:icedfrom"-'r dent sets of weights and inde Hence, a statistical discrep ,canben,v 7
to exist.
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Table 4

USSR: Average Annual Rates of Economic Growth

Percent
Actual
1961-65 1966-70 1071-75 Plan
Industrinl output ..................... 7.0 6.8 . 8.0
Agricultural output .. ................. 3.5 3.9 a.7
Investment {gross fixed) .............. 6.3 72 ¢6"
Consumption (per capita) ............. 2.1 4.2 4.0
Defense ... ..ooovvviviiiiiiiiiins o 42 49 na.
Gross national product ................ 52 58 5.8

* Mid-point of range.

The projected rates of growth of man-hours and the stock of plant and equip-
ment are somewhat less than during the last half of the 1960s. The plans for
growth and the clarion call for technological improvement, however, are not
backed up by concrete methods whereby the change is to bo cffected. No new
strategy or new organizational schemes for the introduction of new tcchnology
are revealed in the plan directives or the Congress speeches.* Morcover, the
current regime has revealed itsclf to be particularly unimaginative in matters
of innovation, suggesting that old, unproductive methods will be tried anew.

20. Normally, asscssment of the directions of the Soviet cconomy hased on
medium-term plans is hazardous because of the preliminary nature of the data
presented in the plans. The unusual paucity of data in the published directives
for this plan added to this uncertainty. The sparsencess of data may be associated
with a lack of balance between planned inputs and goals for output, particularly
in the materials and machinery bratches of industry. In this sense, the dircotives
may reflect an cffort to cover up a set of goals that would otherwise convey
a pessimistic outlook for Sovict cconomic growth.

Investment Outlook

921. The published plans are notably uninformative on investment details.
Moreover, Kosygin in his presentation to the Congress failed to claborate on
the sparsc investment data given in the dircctives, as he did for the 1966-70
plan at the 23rd Party Congress in 1966. This rcticence on new capital formation
as well as lack of figures in some other sectors may indicate indecision or cven
opposition within the leadership over the planned pattern of resource allocation.
in eny case, the limited data that arc available do not suggest a major shift
toward consumer-oriented scctors compared with the last five-year plan.

22, In 1966-70, new fixed investment grew at an average annual rate of more
than 7%, or about one percentage point higher than that averaged during the
first halt of the decade (sce Table 5). At the same time the growth in total
capital stock declined from an average of about 8%% in 1961-65 to 7% in

*Chicf planner Baybakov, in his remarks to the Party Congress, presented a planned rchedule
of savings of specific material inputs (e.g., metals and electric power) over the five-year perind,
which when aggregated come 20 more than 20 billion rubles, an amount equivalent to one-
fourth of the total planned boost in naticnal income between 1970 and 19785,
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USSR: Avornge Annual Rates of Growth of Gross Fixed Investment
in Consumer-Oriented and Growth-Orlented Sectors of the Lconomy

Percont
1001-65 1600-=70*  1071=75 Plun

Total vestmant ..................... 0.3 7.2 7
Consmumer-orlented Invostment ,, .. ... B0 7.8 n.i,
Agrieulture ... .............. AR § K 8.8 10"
Il usng ... ..., e e ~-0.1 5.6 Q¢
Co ... or goods fndustey ......... 34 14.0 n.a,
Sorvices . ......., e 7.8 6.3 n.a.
Growth-orlented Investmont .......... 73 0.5 n.a,
fleavy Industry ............., ... . 15 0.5 n.a,
Tranzport and communications .. . ... 7.2 4.7 n.a.
Construction ..................... B 119 51

* Based on preliminary estimates for 1070,

Y Bused on planned growth of investment in agrieulture, inclusive of rral housing
and services,

* Bused on plunned gross commissioninggy of new housing expressed in square moetora
of living space.

1966-70, purtly reflecting a step-up in the rato of vithdrawals of old buildings
and cquipment from the stock of fixed asscts. No plans for growth in the total
capital stock of buildings and equipment have been released for 1971-75. How-
evet, if setirement rates continue at the level observed in recent years and if
gross investmont increases as planned (by about 6%9% per year) an average
growth of capital stock of about 7% per year can be expected. During 1071-75
the agricultural sector wiii receive a larger share than previously of total invest.
ment allocations, reflecting the rencwed priority for increasing farm output.
The investment share for the farms rose from 18% in 1965 to 19%9% in 1970
and will reach abuut 239 in 1975 if plans are met.

23. In addition to these dircct investments in production facilities of agri-
culture, another 5% % of total investment by 1975 is scheduled for construction
in rural arcas of so-called “non-productive™ assets such as housing, municipal
and communal facilitics, schools, and auditoriums. Another 6% 9% will be allo-
cated to industries providing agriculture with chemical products, machinery,
and other producer goods. In all, the new plan calls for 35% of total investment
by 1975 to support farm goals, cither dircctly or indircctly,

Priorities in Resource Allocation

24. Although Sovict authoritics have beer loss than candid about their inten-
tions for 1971.75, there is no evidence of major changes in prioritics. It appears
that the shares of GNP going to defense, investment, and consumption will
remain about as they have been in the rocent past. This is not to say, however,
that simaller changes—occurring on the wargin—are not taking place which
may have a profound cffect on the future nature of the Soviet cconomy, Indecd,
such changes seem to be taking place. For example, whereas mucly of Brezhnev's
pronouncements on consumer welfare scems to be campaign oratory, there are
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slgns that consumption may now he on a more ceual footing with tho military,*
The reeent eventy in Poland may have partly Influenced the Soviet leaders to
give the fmpression of concern for the materinl welfare of the foviet people,
This factor alone, however, seems insulficlent, More hnportantly, thoe majority of
Sovict leaders probably believe that promoting consumer welfare, and in turn
worker morale and labor productivity, is consistent with the objectivo of ne.
celerating ceconomic growth,

25, Agriculture Is another sector whose Importance seems to have risen ro-
cently, Indecd, if Brezhnev's rhetorle has content, the enhanced priority for
agriculture, the key to improving the quality of the Soviet diet, will bo sustained
beyond the short run of a year or two. At last July's special plenum, called to
constder the 1971-75 plan for agriculture, Brezhnev's rcport fndicated a senso
of urgency: “Time . . . will not wait . . . we tried other paths to solving agri-
cultural problems, but they did not give the desired results” Even though the
new resource plans are less grandiose than previous plans (e, the unfulfilled
“Brezhney Program” of 1906-70), these words wlong with other indicators myy
signal reaffirmation of agriculture’s higher priority, Morcover, the record high
production for 1970 apparently did not weaken this renewed commitment. ‘The
recently approved direetives embody the plans set forth by Brezhnev at the
July 1970 plenum.,

24. In short, the official statements on resource policy, coupled with pub.
lished plar data, scem designed not to convey n commitment for faster progroess
in conswmption but rather to imply that if the broad range of goals can not he
met simultancously ir the coming years, the planned allocations to agriculture
and the consumer will not, as in the past, be reduced.*

27. On the other hand, while there may be a stronger commitiment to e
culture and consumption, there is no evidence of a weaker one to military aml
space programs, Should the Soviet authorities decide in the face of slowing rates
of expansion of GNP that allocations must be cut, probably those for growth.
oriented investment in industry, coustruction, and transportation would suffer
(at least temporerily),

*In March| the thny,. rlements of the 25X1
Jive-year plan with the highest yriority were £1) defenwe, (2) agriculture, and (1) consymer
welfate, The same offictal made & clear that in giving the deferse acctor continued fiest poiority,
the proponents of military and pace programe had no reason to complain about theie shaee
of total rerurecs during the [071.75 plan preriod .

Furthermore, the prierty allocation of remurces to defrre related induttries may well pro.
vide additional resmrces, albett indieectiy, to the conmmption sector. The plan directives enil
for @ doubling of prsduction of “consumer and howsehold gowds™ in heavy imdustry, inchinling
defense, aircrafl, electrical enginecring, and radio fnduitries.

St i frevivacnily axsumed that the higher gmoath phmned o Jight industey than foe hemy
Industey (B veriue A in Sovict pargon) iy 197175 provides cddence of o shift in prioriy, In
the mattrr wf resource allocation ar # affects economic growth, this fraditsonal argument in
effect mixser the main true. This woy of putting the question obsrvrres the foct thet heavy
tndurtey serves consumeroriented wetors as well o defense anid investment for furthee growth,
Although this fact has been empharized by the Soviet leodetship, the hey problem evally o
swhat kinds of heavy induitry should be empharized (e 2., for uwepons or agticultured chemicals ),
This ix not 10 mty, howerer, that the Sowviet debate over hevey verras light indurtry o'oes not
have internal political implications. Because of tdeological pretudices, such a debate has very
roal importance in the Soviet political environment,
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INDUSTRY

28. The pace of growth of industrinl output is scheduled to nceclerato some-
what during 197175 to an average annual rate of increase of about 8%, compared
with the average rate of nearly 7% rocorded for 1966-70 (sco Table 6), The
overall targeted rate of progress for industry, however, reflects the combination
of a continued slow rate of growth in basic industrial materlals and o remarkably
aceclernted rate of growth fn machinery (see Figure 3), Because the materials
sector provides many basie inputs to the machinery sector, Soviet planners have
traditionally projected growth rates for the two sectors only one or two per-
centage points apart, The sharp divergence in the current plan hetween these
growth rates (of the materials and machinery scctors) ralses doubts ubout the
statistical busis of the machinery plan, In keeping with the central themes of
the directives, the tasks asstgned to Industry call for marked increases o pro-
duc(lvil,y and an improvement in product quality and assortment.

29. Amocig the major zoctors of industey, the output of industrial materfals
iv scheduled to grow only at about one-half a percentage point above the rate
averaged in 1066-70, But with the exeeption of chemicals, construction materials,
md forest products, the planned rates of growth of all fndustrial material
lrenches are somewhat lower.

‘Table 0

USSR: Average Annual Rates of Growth in Industrial Production ®

Fetvent
1901-65  1966-70  1971-T4 Plan®
Industrial production ‘ 7.0 ] RO
Industrial matrtials 73 a2 6.0
Fuels and powns _ 73 57 55
Metals oo ‘ €1 (] 58
Forest products and paper 30 45 ale
Constraction materials . 8.0 62 7.0
Cheinicals v 1s 9. 114
Machinery . ) B2 R4 110
Nondurable consumer gomls 45 n2 04
Jaft goods 24 ik 0.0
Proceerad forde 7.0 4.0 03

e Plan figurer ate from offiemd Soviet gross walue of output data or are detived from
available phiyccsl targets. Actunl [irutes are from an indet of industeial production p-
pared by thu Dffice. Branch weights are 1963 rible foctor cout.

* Misdpoing of range.

* Basnd on planned growth for paper and furniture and fron, an etrapolation of the
krouth of commercial timber for 1966-70.

Chemicals

30. The traditionally rapid-growing chemicals “octor s slated for a boost
averaging about 11%% a ycar, about twice the rate for other materials. The
new plan continucs the emphasis of the 1900s on rapid cxpansion of the output
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Figute 3

USSR: Grovvth in Mejor Sectors of Industris; Production
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of fertilizers, plesties, mamnade fibers, and synthetie rubber, In all these areas,
ussortment chunges are planned to improve quality, and large-capacity produc-
ton units are to be installed to reduce costs, Production of fertilizers fs cheduled
to rise from 554 million tons in 1970 to 0 milllon tons in 1075, and manmade
fibers from 023,000 tons in 1070 to a 1975 level of 105 to L1 million tons.
In support of the planned growth in fnventotdes of trucks and automobiles, 50
mdllion tires nre to be produced in 1975, an Increase of 45% over output in
1970. Froduction of plasties fs scheduled to double (see Table 7) and synthe.
tie rubber to reg'ster a gain of 70%.

31 A heavy earryover of completed but unutilized fertilizer capacity, which
totaled more than 18 million tons at the heginning of 1971, fndicates that
fairly large increases in production should be possible in at least the carly years
of the plan perfod. As further insurance for ity fertilizer goals, the USSR con.
tracted In 19610-70 to purchase five large, modern anuonia plants from  Free
World firms. ‘These plants should be in operation by 1975 and will permit
substantial savings i unit fnvestment and production costs as well as the long.
overdue phasing ont of several outmoded fnstallations, Eastern Europe is also
committed to supply several fertilizer and fertilizer raw materials plants to the

USSR,
Table 7
USSR: Average Annual Rates of Growth
in Qutput of Tmportant Industrial Products
- Prroent
n]=-65 190090 1971-75 Plan *
Total primmaty enctgy * 69 53 50
Coal * 22 12 20
Crudn il ¢ ) 104 74 a8
Cae® 221 0.1 92
Flactsir powee ¥ IFR RA 7.2
Mertal
Ahssninnum 97 15 u2
Coppers 95 3 an
Crude crel 69 49 47
Rolled ster) . ON 54 50
Other matryiale
Coment 07 b X¢) 33
Mineral fertilisen 170 121 2
Chemial liben 140 ng 1"s
Flastica 208 158 120
* Midpoint of range,
* Rased on tandand fuel equisalents.

* Actunl grouth in 196170 @ for net avadable outpat efter removal of erfuse.
Plevned gtouth b for nine grom outpmd ae mined. fermase net eoal output hae been
groving of @ Mouee rate, the 1971:78 planned inrrease on & net haiis mey b lews than
1% 7%,

* Inclwding output of ges condenasts.

* Including shele pas and mansfectured par from coel,

* Including outpul conremed by gonemting statiory,
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32, Although fulfillment of major Soviet chemieal gouls will depend In largo
part on East Furopean and Soviet producers meeting equipment schedules
and on the equipment opermting satisfactorily, the USSR will not rely solely
on its own resources and those of the CEMA countries to expand the Sovict
chemical industry. Soviet aceess to Freo World chemical equipment and tech-
nology remaing essential, In 1970, Soviet orders for Freo Workd chemieal
process data and related equipment amounted to about $200 million, twice the
value of the 009 orders,

Metals

33, Qualitetive goals for metals recelve greater stress than quantitative targets,
oven more so than in the ease of chemicals. None of the major ferrous and
nonferrous products are slated to grow at a rate above that achieved in the last
five years (sce Table 7). Despite a scheduled slowdown in the rate of growth
of crude steel output, the USSR remaing a candidate for the ttlo of the world's
largest steel producer in 1075, More important to long-lerm Soviet prospects,
however, is the fulfillment of new targets for a wider assortment and an jm-
provement fn the quality of steel products and for the introduction of new
techniology. The 1971-75 campaign for quality is a reflection of the incffective-
ness of measures tuken to meet qualitative goais Susing the past deeade. For
exi nile, the Soviet steel industry, the sccond largest in the world, compares
unfavorably with the stecl industries of industrialized Free World countries
both in the production of the diversified types of flat rolled steel employed in
modern cconomics and in the speed at which the cfficient oxygen-converter
methad of steelmaking has heen adopted. Even in the case of continuous casting,
a techniquny which was ploneered most notably by the USSIK, progress in com-
mercial-seale application has been slow. A comparison with the US and Japa-
nese industries in 1970 is shown in the following tabulation:

Million Mettic Tona

Total Output Cold-Rolled Osyen Continutne

of Crade Steel ~ Steel Converter Casting
USSR 1o 4% 22 4]
Unitrdd States 1t 15 57 11%
Japan 93 % 124 W% 19%

* 1000,

As the Sovict Union moves into the auto and truck age and the output of con.
sumer durables such as refrigerators continues to grow rapidly, the demand
for flat rolled sheet will reguire major structural changes in steel output,
Henee, the ambitious, but largely unfulfilled, plans of the past to effect these
changes acd stmultancomsly to fmprove the quality of products cannot be
indefinttely postponcd, As a result, the 197075 plan aails for 2 tolal investiment
in ferrous mrtallurgy of 17.7 billion rubles, or aboul 70% mora than total in-
vestment in 1906-70,

Fuels

M. The production of primary cnergy s to fncrease at an average annual
rate of about 5% during 1971-75, slightly less than duting the past five years.
If cnergy plans are met, the share of oil and gas in the overall fucl balance
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will increnso from about three-fiths I 1070 to two-thirds by 1075, and tho
sharo of conl vl drop to lose than one-third, Tho fulfillment of gonls for oll
and gas, howover, will bo very difficult and will require a major hoost in in-
vestment, especlully in the construction of pipelines,

35, Tho ofl target for 1975 iy higher than projections previously announced
Ly Soviet officlals, Attaintng it will require oxtensivo development of oll deposits
In West Stherdn, where the extremes of climato, difficult terraln, and the lack
of modern cquipment and requisito technology will greatly tmpede progress,
Tho need for trunsportation and communication systems as well ag for nutomated
producing, transfer, and storage equipment and the necessity to drill moro
wells at greater depths probably will require extenstve Sovict purchases of
Wostern equipment and technology, Soviet ol experts visiting In the West
have admitted that fulfillment of future exploration and drifling plans will
depend on the aequisition of considerable amounts of Western (primarily US)
equipment and technology. Finally, the forced oxpansion of production in the
new fields may lead 0 a lower recovery of reserves, ns has happened in the
major producing ficl's in the Urals-Volga reglon, that could jeopordize future
production of ofl and gas.*

36. As with erude vil, much of the increase in gas output rmust come froms
the permafrost eeglons of the northern part of West Siberin and will face
similar and perchaps even more difticult technical problems of expleitation, The
most serious difficulty in mceeting plans for natural gas production, however,
is the installation of the necessary pipelines. The goals for el and gas pipelines
require a supply of more than 16 million tons of pipe, at least € million tons
more than the USSR can produce or plans to import for the 1971-75 period. But
even il the pipe is made available from a stepeup in imports, problems of
installation will be difficult to overcome. Most of the new construction involves
long-distance, large-dinmeter (48-nch and 56-inch) pipelines from West Siberia
and Central Asin to the industrial region in the European par: of the USSR, Now
techniques and sguipment will be required to build these large-diameter lines
over permafrost regions and other difficult terrain, Problems experienced in such
construction in the past have delayed progress on several major projects.

Elestric Power

57, Tl goal to increase clectric power output by about 7¢% annually during
197175 represents a slowdown from the preceding five years, whereas the
goal for industzdal output is increased. If the implicd tnerease in efficiency In
the consumption of electric power by industry is not accomplished, there could
be some shortages of clectric power in industry, or a reduction In the amount
available for such sections of the cconomy as agriculture, wiicre consumption
of dlectric power is slated to double in the next five years, Nothing new way
announced in the zaea of high-voltage transmissien of clcctric power. Work on
the establishment of a unificd power network for the country and on the
development of long-distance power transmission lines with an alterating cur-

*Secrral of the lorgest odficlds in the Urcl-Volga region have been depleted prematurely
because of overproduction from the best welle to mest producten goals, mostly by infecting
welcr under excesive pressures. As a result v{ this malpractice the 1980 goal for production
of oi from the Urals-Volga region hax been lowered from 390 millin tons, st in 1061, to
sightly more than 260 million tons, the presend lovel of ouraut,
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rent of 750 kilovolts (kv) and 1,150 kv and direct current transmission at 1,500
kv s a continuation of a program that hay been under way for soveral years,

38. Kosygin's proposal for the establishment of a singlo European power
grid holds more attraction for Eastern Europo than it does for Western Europe,
During tho past several winters, power shortages have been eritical in East
Germany and  Czechoslovakin and have forced power cutbacks in Poland,
Bulgaria and lungary are dependent upon growing imports of power from
the USSR.

39. The Sovict Union, in turn, i3 having problems planning for adequate
supplies of power in its European arcas, where low-cost coal s limited and most
of the hydroclectric power resources already have been exploited. High-voltage
transmission facilitics from Siberin have not yet been developed.

40. The joining of the power systems of Eaatern and Western Europe was
considered in 1969 by the UN Economic Commission for Europe. A single
power grid would permit the reduction of requirements for backup power for
both the Western and Eastern European nations. The large network, spanning
many tme zones, would be able to skift its power resources to meet peak re-
quirements at different places at different times. Among the technical problems
cited were frequent voltage fluctuations in Eastern Europe and the dissimilaritios
between the two systems that would preclude a simple meshing.

Machinery

41. Sovict machinery output—the source of cquipment for investment, mili-
tary cquipment, and consumer durables—is slated to increase by 119 per
year, or ncarly one-third above the rate attained in the past five years. As
indicated above, however, there is evidence that this target may have been
deliberately inflated to be consistent with growth in the ofricial index of
machinery for 1966-70—a claimed 11.8%. This official index is known to

. be overstated by double-counting and inflated pricing. The production of
‘o consumer durables is to grow at an impressive average annual rate of 17%,
with a targeted annual inerease of nearly 309% in passenger car output leading
the way, The draft plan also places heavy emphasis on the continued high
) rate of growth of clectronic vquipment and computers; the overall output of
e ' the nstrument industry, including computers, is to double between 1970 and
1975. The main task for the computer industry is to produce third-generation

machives. The plau for the cicctronies industry also emphasizes the develop-

ment of silicon-based fn‘cgrated clrenits on an industrial scale for third-gencra-

3. tion computers and for miniaturized electronics equipment for both civilian and
v military purposcs,
- AGRICULTURE

42. As always, the performance of the agricultural sector will be a decisive
factor in the successful fulfillment of the regime's eccruomic plans, At first
glanee, the agricultural goals for 1971-75 appear only moderately ambitious.
Net agrleuitural oulput would have to increase by about 3.7¢% per year above
the 1970 level to achieve the official goal for the new plan period, which is

?
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expressed in gross terms (sce Table 8).* This is about the same raic of ex-
pansion as recorded in the 1966-70 period. The growth rate recorded in the
carlicr period, however, was baced in a very unfavorable weather year (1965)
and ended in a generally favorable year (1970), while the current goal begins
on the high platcau of 1970.

Table 8

USSR: Indexes of Output, Inputs, and Factor Productivity in Agricyiture

1965=100
1RG0 1065 1966 1967 1968 1869 1970 1975 Plan

Output (three-year mov-

ing avorage) ......... 853 100 1035 1077 107.7 1123 1192 143.0
Total inputs* ....... ... 869 100 1027 1032 1038 1045 1050 112.6
Land .............., 97 100 99 99 99 99 09 99
Livestock ........... 02 100 103 106 108 105 106 118
Fixed capital .... ..., 58 190 107 115 124 135 146 297
Current purchases ..., 06 100 103 115 120 124 128 171
Labor (man.days) ..., 101 100 102 100 09 98 97 95
Factor productivity® .... 049 100 1008 1044 1038 1075 1135 1270

Average Annual Rate of Growth (Percent)
19506-60 1961-65 1966-70 1971-75 Plan

Output (threc-year moving v <ge) .... ..... 4.1 3.2 3.6 3.7
Totalinputs .............. .............. 1.5 2.2 1.0 L 14
Factor productivity ......................... 2.6 1.1 2.6 2.3

* A weighted index of the following tnputs: land, livestock (all animals excluding draft), fixed
capital (excluding all lvesti.ck except draft), current purchases (fertilizer, fuels, clectric power,
fuels and lubricants, current repair services, and industrially processed feeds), and labor {ex-
pressed in man-days). The five series of inputs are combined (using a Cobb-Douglas production
function) by use of 1959 weights that represent the monetary or tmputed costs attributed to
cach of the inputs. The shares of inputs in total costs of production .. *he base year 1959 were
as follows: land, 17.31%; livestock, 2.91%; fixed capital, 8.42%; current purchases, 14.11%;
labor, 57.25%.

" The ratio of the (unrounded) index of output to the (unroundead) index of total inputs.

43. The regime’s 1971-75 goals for agriculture as contained in the new di-
rectives arc cssentially the same as those releascd last July at a Party plenum.
Highlights of the plan include: (a) total direct investments in agriculture,
incInding rural housing and services, are scheduled to be 128.8 billion rubles—
a 10.3% average annual rate of increase compared with a 9.49% average rate
for 1966-70 (scc Table 9); (b) flows of other types of industrial goods to the
farms arc to cxpand at an average of 6% a year compared with a rate of just
over 5% in 1966-70; (c) output of the most important of these industrial goods—
mineral fertilizer—is scheduled to reach an ambitious 90 million tons by 1975,
with deliveries to farms of 75 million tons; and (d) 3 million hectares of land
are to be newly irrigated and 5 million hectares are to be drained. In summary,
the average annual rate of planned increasc in total inputs is cstimated to be
abont 1.49% per year, a moderate hoost over the rate of 1.0% posted in 1966-

*Net agricultural output is obtained by deducting from gross output the intra-agricultural
uses of farm products (for example, feed for livestock).
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Table 9

USSR: Average Annual Rates of Growth of Selected Inputs in Agriculture

Percent
1961-65 1966-70 F 'an 1971-75 Plan
Actual  Brezhnev Program1  Actual Brezhnev Program I1
Fixed assets® ................. 114 13.7 79 9.2
Current purchase® .......... .. 8.5 9.8 5.1 6.0
Annual investment® . .,,. ... ..., 113 15.1 9.4 10.3
Construction ..........,..... 9.9 13.8 8.6 12.0
Machinery and equipment ., . .. 138 18.2 8.6 6.5

* Change in the gross value of reproducible physical asscts (buildings, structures, and ma-
chinery and equipment) and draft animals,

® Change in purchase of materials from ouiside agriculture for use in current production
activities—fertilizer, electric power, fuels and lubricants, current repair services, and industrially
processed feeds.

® Productive and nonproductive investment in agriculture, Soviet plenners differentiate be-
tween “productive” and “nonproductive” wses of investment and stocks of capital assets. Non-
productive capital includes housing, municipal services, hospitals, schools, theatres, and the
like. Productive asscts include plant and equipment used in industry, agriculture, transporta-
tion, and other byanches of the economy classified as productive in the Marxist lexicon,

70. This implies a plan for an increase in overall factor productivity of 2.39%,
somewhat less than the rate of progress achieved in 1966-70. But as indicated
above, the increase in factor productivity in the last half of the 1960s is influ-
enced by the favorable weather year of 1970

44. The implied output goals for meat and other quality foods are relatively
conservative, especially considering the pressing need for a marked improve-
ment in the quality of the Soviet diet. Success in reaching the livestock targets,
as well as the overall agricultural output goal, depends heavily on achieving the
projected growth in grain output (see Table 10).

45. All of the increase in grain output is scheduled to come from higher
yields, as no further expansion in acreage is expected. The single most important

Table 10

USSR: Annual Average Output of Important Agricultural Products *
Million Metric Toas"

Actual
1961-65 1966-70 1971-75 Plan

Grain ............... ... .. . 106.2 135.0 158

Sugar beets ............ .. ... . ... 59,2 81.0 84.6

Cotton .............. ..........._ 50 6.1 70to 7.1
Meat (carcass weight) .......... . .. 8.0 10.0 125

Milk ..o 59.7 75.7 86

Eggs (billionunits) ......... ... ... 28.7 358 46.7

* Official Soviet data have been accepted for all commodities except grain, meat, and
milk. The estimates of production for 1961-70 shown for these three commodities are
by this Office. The plan for 1971-75 was derived by using the percentage increase
implied in the official goals.

" Unless otherwise indicated,
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factor in raising yields of grain and other crops will be the availability of fertil-
izer. Of the 75 million tons of fertilizer scheduled for delivery to the farms in
1975, about 33 million tons are to be applied to grain crops, doubling the
total quantity and raising the share of fertilizer allocated to grain crops from
35% in 1970 to 44% in 1975. Soviet planners expect thiat nearly two-fifths of
the gain in total gross farm output in 1971-75 will be attributable to the in-
creased use of fertilizers.

46. A step-up in the rate of additions of new fertilizer production capacity
in 1969 and 1970 and the ambitious plans for 1971-75 may reflect the planners’
judgment that this facet of the “First Brezhnev Program” is providing a rela-
tively greater return per ruble of expenditure than other parts of the program
such as mechanization and land reclamation. In the past two years, gross addi-
tions of fertilizer production capacity averaged an unprecedented 10.6 million
tons per year, with the accumulative total roughly equivalent to nearly 30%
of the total capa.ity in place in 1968. It is noteworthy that the original 1966-70
fertilizer goal was underfulfilled to a lesser cxtent than other major parts of
the “First Brezhnev Program.”

47. Indeed, a large part of the country’s additional grain output in the
latter years of the 1966-70 period in comparison to the first half of the decade
was attributable to expanded use of fertilizer on the “non-black-soil zone” of
the northern part of European USSR, where, because of the usually adequate
moisture in the region, application of fertilizer on well-limed soil provides high
and stable yields. In this area, production of grain in 1969 and 1970 averaged
25% million tons, or more than 80% above the annual average level of output
attained in 1961-65. As a result, this area, which accounted for only 13% of
the country’s total production in 1961-65, provided more than one-third of
the country’s total increase in grain production between the two time periods
(that is, the annual average production in 1961-65 and 1969-70).

48. During 1971-75, some 8 million addition} hectare; are scheduled to be
irrigated and drained, compared with a gross adddition of 5.7 million hectares
under the “First Brezhnev Program” (see Table 11). Reclaimed land is sched-

Table 11

USSR: Gross Additions to the Stock of Irrigated and Drained Land

1961-65 1966-70 Plan 1971-75 Plan
Actual Brezhnev ProgramI Actual Breziinev Program Il

Irrigated land

Mi'lion hectares .............. 1.5 2.5-3.0 1.8 3.0
Average annual rats of growth
(percent)* ................ 14.1 8.0-14.4 0 6.1
Drained land
Million hectares .............. 3.0 6.0-8.5 39 5.0
Average annual rate of growth
(percent)* ................ 8.1 18.0-21.0 35 6.0

* Calculated by exhausting the cumulative total for the five years over the terminal year of
the previous five-year period. For example, the average annual rate of growth for irrigated land
for the period 19G1-65 is @ constant growth rate calculated to exhaust the cumulative area of
land irrigated for the five-year period when projected from the base year 1960.
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uled to play an important role in mecting the grain production plan for 1971-
75. Of the 30-million-ton increase in grain output planned by 1975 (above the
1969-70 average of 139 million tons), newly drained lands are scheduled to
provide 3-4 million tons, while newly irrigated acreage is scheduled to provide
4-6 million tons, If the goals for application of 33 million tons of fertilizer for
grain and expanded use of reclaimed land are achieved, a large part of the
additional grain production for 1975 seems assured.

49, The targeted growth in the overall size of livestock herds is 1%2% to 2%
per year, Recently, considerable emphasis has been placed on a reversal of
the previous offical policy favoring “specialization” of livestock production
on fewer farms. When “specialized” farms failed to meet their livestock goals,
total herds were reduced and output of livestock products either leveled off
or fell. What appeared to be a reasonable and feasible proposal for taking ad-
vantage of economies of scale has now been declared by V. V. Matskevich,
Minister ¢f Agriculture, to have been a “miscalculation . . . in effecting speciali-
zation . . . hurriedly and not always with good reason.”*

50. In addition to the above plans for direct material inputs, the announced
sizable boost in state purchase prices for most livestock products (effective
May 1970) will add a further burden to the state budget. Even without growth
in the state procurements of livestack products, there will be a marked increase
in subsidies at the retail level, as the state absorbs added costs of higher farm
procurement prices for livestock products. Before the price increases in 1970,
subsidies to cover the difference between prices paid to farms and those charged
to consumers were running at about 7 billion rubles annually, equivalent to
more than 15% of the official measure of national income generated in agricul-
ture.

51. Although the new resource plans of the “Second Brezhnev Program” are
less grandiose than those of the unfulfilled “First Brezhnev Program” of 1966-
70, the new program is costly and will require a steady effort, free from meddling
by the political leadership. In the past, altered circumstances brought changes
in the planned program. For cxample, the bumper harvest of 1966—reflecting
an exceptionally favorable growing year—led to full graneries and a rerious
weakening of the priority accorded the agricultural sector under the “First
Brezhnev Program” which had been promulgated a year earlier.

52. As indicated above (paragraphs 24-27), however, there is evidence that
the regime is determined to effect a higher and sustained flow of resources to
agriculture even if the weather in the early years of the five-year period leads
to higher-than-expected gains in farm output.

CONSUMER WELFARE

53. According to the new plan directives, per capita consumption will rise
by 4.0% annually during 1971-75, slightly less than the rate of 4.2% achieved
during 1866-70 (see Table 12). The current goal seems to be a continuation of
the recent trend toward greater realism in dealing with the consumer. Khrushchev
made pie-in-the-sky pledges regarding consumption but did not allocate suffi-

* Although there has been a temporary retreat from the policy of specialization, the long-run
goal of eliminating small livestock enterprises remains.
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Table 12

USSR: Zverage Annual Rates of Growth of Consumptioa, by Component

Percent
1061-65 1966-7%, 1971-75 Plan

Total per capita consumption . 42 4.0
Food . 3.7 3.0
Soft goods . 5.4 2.9
Durable goods . 8.2 12,0
SOIVICEE .\t ev i e 4.3 5.1 5.5

cient resources to fulfill these promises. In 1966-70, for the first time in Soviet
planning history, medium-term goals for consumption were met.

54. Despite the improved performance in consumer welfare during the Brezh-
nev regime, consumer discontent may be greater now than in 1965. This paradox
is a result of several fa ‘ors. First, despite recent gains, the level of living in
the Soviet Union remains very low, even by East Euvropean standards. Soviet
consumers generally are aware of this fact, and recent gains have only whetted
their appetites for faster progress. Second, the expansion of incomes at a much
faster rate than the supplies of goods and services has added to consumer frus-
tration. Third, poor assortment, low Guality, and shortages still abound, Fourth,
those areas in which consumer dissatisfaction is the greatest—housing and
quality foods—have been among the slowest to improve.

55. The fulfillment of goals for increases in the supply of quality foods dur-
ing 1971-75 will permit a substantial decline in the share of daily calories ob-
tained from the starchy staples—potatoes and grain. M.:t consumption, for
example, is slated to rise by 20% and that of dairy products by 12%. Even if
the goal for meat production is met, however, supply will fall short of demand
(at prevailing prices) and consumer discontent will continue. Throughout 1970,
there were frequent reports of a complete absence of meat in state stores in
many provincial cities. Per capita consumption of meat in the USSR is only
about half the level of that in West Germany and approximately 60% of that
in Czechoslovakia.

56. Housing ranks with quality food at the top of the list of unsatisfied de-
mands. The housing situation Las gradually improved, but even if the new five-
year plan goal is achieved, per capita housing space will remain about 10%
short of the minimum standards set for health and decency by Soviet officials
and far short of the conditions enjoyed by other Europeans. In the late 1960s,
for example, West Germans enjoyed about twice as much housing space per
capita as the citizens of the USSR, Moreover, Soviet housing plans have been
habitually underfulfilled.

~ 57. The volume of state-provided everyday services (such as barber shops,
public baths, shoe and clothing repair shops, and laundries) is to be doubled
by 1975 for the country as a whole and nearly tripled in rural areas. Such ex-
pansion will be welcome, although the backlog of needs in these long-neglected
areas will still be great. The total value of such services in 1970 amounted to
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about 4 billion rubles, roughly 16 rubles por caplta, enough for a man to have
a halrcut overy other week or for n woman to have her hale washed and set
soven times a year,

58. Production of consumer durables iy scheduled to expind during 1071.
75 at a rate considerably in excess of the rato resorded during 1006-70, If
plans are met, most Sovict families will have basic appliances by 1975, According
to Sovict claims, of evary 100 families, 72 will have television sets and washing
mitchines, 64 will have refrigerators, and 85 will havo radios. These claims are
somowhat exaggerated innsmuch as they make little or sio aMowance for the
rctirement of worn-out applinnces,

59. The availability of automobiles during the current planning period s the
major issne in the durables eategory. Tho Soviet Uniou is only now coming into
the age uf mass production of automol:iles. Out of a production of 344,000 cars
in 1970, slightly less than onc-third were sold to the public. Plans call for
an increase to 1.2-13 million cars, including sales to the puble of §00,000
by 1975. If plans aro met, car salcs to tho public during 197175 could absorb
approximately onc-fouith of the 46 billion rubles currently held in saving ac-
counts and thus case inflationary presstres while Loosting consumer morale,
Production is considerably behind schedule already, however, and the best
that a senior planning official could promise rccently was that by 1675 qucucs
would bo “substantially shorter.” It is estimated that in 1975 there will be about
2% miillion privately owned cars in the USSR, about three times the number
in 1870, but there will still be only about one car per 100 Sovict citizens.

60. Planued growth in the consumption of soft goods is down somcwhat
from the level of the past five years. This may reflect & further decline in the
level of imports of soft goods—chicfly readymade clothing and shoes—which
boosted consumption sharply in 1967 and 1968. In addition, it may reflect the
climination of, or at least a substantial reduction in, the production of poor-
quality goods, preventing an inventory accumulation problem,

6L. During the carly 1960s, immense stocks of unwanted soft goods accumu-
lated in warehouses; the urban population, finally adequately supplied after
the war years, refused to purchase goods of poor quality and limited assortment.
The problem din:.!shed during the late 1960s when the planners distributed
many of these goods to rural arcas where residents had moncy to spend for
the first time. At present, however, rural residents are apparently becoming
more sophisticated and arc rejecting poor-quality goods. Reports of unwanted
goods accumulating on store shelves are once again common. For cxample,
as a reflection of outmoded design and poor quality, inventories of television
seis have reached two million scts, an amount cqual to nearly two-fifths of
annual sales.

62. Income goals for 197175 announced in the five-ycar plan suggest a re-
newed cffort by the 1egime to stifle inflationary pressurcs. Although sub-
stantial increases are planned for all the major sources of income in the current
planning period, the ratc of these gains will be less than those achieved
during 1966-70 (sce Table 13). Nevertheless, a major feature of Brezhnev's
speech at the 24th Party Congress was the announcement of a “something-for-
everyone” weifare package to be introduced during 1971.75. The current welfare
program, which includes 14 separate measures and is slated to cost the regime
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Table 13
USSIU Average Annual Rates of Growth of Wages Per Worker
iat _ . _ DT L . . 1 "p"'on‘
190165 196070 197195 Flan
All workets _ _ ng o0 44
Non-farm wotkets ‘ o a4 50 a5
Fatin wotkers e dan AR s

22 billion rubles, will add apjproximately 88 rubles, or abow 0%, to pre capita
incomes by 1975, As shown u Table 14, the addition 1o stal money incomes
during 197175 will Y abow onefifth Jarger than the increment during the
preceding five-year period,

Table 14
USSIt Personal Money Incomes amd Expenditures
1965 1o 1975 Plan
Dillion Gutrent Rubles
‘Fotal money theome . ‘ 2188 183.79 255.19
Of which:
Farniugs of wage and salaty workers 8.07 13207 17969
Collective {atm wapes . ‘ 0.10 178 17.70
Tramler payments* o . 15.10 21.10 a9.70
State deducti-ny from Income ® ‘ . AN 1140 1563
Diposable money income 1557 170.30 237.14
Ruhirs
Per capits tncome
Disposable money {necome . 5014 018 1329
Percent
Average annual increase ! 6.1 7.0 50

* Transfer payments include penxiont and grants, stipendr to students, loan nrn'k:.
instirance payments leas premiuma, and net borrowing,

* Total state deductions include direct tazes on the pupulation, local tates, fees und fines,
atidd stale lodns,

* Averag~ annual rate of growth during pich five-year period with the terminal year a2
indicated.

63. The welfare measures fall into three categories. First, a numter of wage
adjustments will affect the carnings of nine of every ten wage and salary
workcers, Second, revisions in enrlon and benefit programs will affect the
welfare of all workers and their families and will be the source of the biggest
addition o incomes in the current perlod. Third, the repayment of compulsory
miass-subscription loans, frozen since 1958, will bogln, These loans, Introducwd
during World War I1, amounted to two to three wecks' wages annually, and
were treated by the state as budget revenues. Although the loans provided
large sums of income to the state in the 1950s, rising expenditures for interest
and loan redemption threatened to result in a net outflow. As a consequence,
the state announced termination of loan sales and a 20-ycar moratorium on
repayments. Specific welfare mcasures and the dates of their implementation

are shown in Table 15.
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Table 18

Us /8 Scheduled Wellare Meatnres
- E— ; e e N N 2
71 The mintmmm wags will b n pesed from 780 10 70 smides & rawds
The weagen of tathiond wenkere and machine oyeinione in agrteafbaie wmill b pejum}
O age pendon 1atee will feo in jororeesd
Tarer will b techword for Srome . eprwmyn workede

W72 Regiomal wage differentisle wil, ts Faargetond.
The pmy of dectore and tenchere will bo 1ainad 20%.
Siperede to dudonte will incvenne 25% 1o 507,

1973 Wagn inctessen fot yreedinim-irermme workert in “prvhactive” Inancye ex wenking in the
swithern tegiome of the crmntey.
Sutvivore peneione will be taisced for sorviemen's families.
Leave 10 care bt chilien will te lenhgthened.

1974 Fay will be tated tor tnedinim-income workers in the “treiitive”™ Iwanches whe have
nod yed teceived pay adjetrmente,
Wotket diealslity pereione will fo loxmted 3%,
Ssinviver pencions will e incteand 207,
Rulwirtence paymente will b infrodmsed fot children of bow.incame familice
Anmial tepayments will Tegin on mbecription b

G4 Although eurrent ple 2 call for equal growth of incomes and the avail-
ability of goods and setvices, past efforts to maintain this balance have failed
largely hecause the cost of new welfare measutes has exoeeded estimates, The
erersive et of wage adjustinents such as the bost in the minitum wage
in 1908, for example, caused the average rarnings of wage and ealary workers
to grow approximately onethisd facter than planned for 190650, The cynent
plan calle for another boost in the minimum we te, which may agein Jnid o
acrose-the-boand wage adjustments in onder tn maintain dexited wage diflicren.
tiale. Together with the nornal wage creep aceciated with incteasing produc.
tivity, this conld thwart cfforts to check the rate of wage inCrvases,

@ With mowt prices fixed by the state, the excestive amount of money in
the hande of the public has rewulted in lotger queves for scance ek, an
astronamical re (o total personal savingas—increasing more than fourfold since
1900—and a ded e in the incentive cffect of wage Incrcaser. Since 1003,
pet capita penonac vinge have grawn toughly two.thirds faster than pensonal
money income. By \ /0, money held in ravinge accounts was oqual to abxost
25% of annual moncy incomes, comparedd with 15% In 1963 and 1307 in
1960, Although szct state controls have prevented ot overt zigne of dis
content, the gap between income and gomls continues to breed wuorker cyni-
cisti,

PRIVATE ACTIVITY

00. In the latest swing of the policy pendulum, it appears that there will be
official support of private ccononic activity during 1971.75. After a climate of
official Indifference, If not outs ight antagonism, toward private enterprise, there
are signs that the regime is counting on an cxpansion of private activity in order
to mect currently planned production targets in sclected sectors.
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B7. The prosbctiedi and matketing of agricolineal prodacts and the comettnc-
tion of privately omned Gmily toddencos are 1he primatye Iotms of privaio
activity permitted in the Soviet Union. Fven thomgh the ptivale cocint p'ay'-
a majsi mle in agticulture and boweing, I8 generates g relatively minot pro.
portion of overall GNP-vabont ohedenth in trcent years. Ptivate aclivily in
agricninre—which comiritmtes alwmt 0% of 1otal farm mitpmt—indndes the
prorduction of Tarm paoducte from individually allorated plots of land and pr.
vately e livestook and the marketing of agricnliural pvacts teceived oo
peteonal proshuction of in-Find disttilmtion ac payment for work in the wocialized
sevior.* Jrivale activily in hzmaing pﬁwidm neatly one-Uial of the pew
homising comettucted each year and i concontrated in <maller cificy, towne,
and tmal areae,

68 Lengrun official poitcy taward p.ivate activity is baced on the aceumyp:
tion that all citizens wil) evetitualy aurtender their tights tn frivale activily as
the apply of goods amid services from the eocialized sectrt ihcteaces and, in
genetal. e only b chatacietized as one of reprecdion. Hrwever, this long.tun
policy ic tactically {Texible when tieceseaty. In the past, campaigne tn supptess
private activity have altemated with petiods of telaxation, with tuthing points
often telated 10 changes i the econtmic pmgrese of the socialized sector.

®). In agricnlture, the cippont given to the private sectng duting 1905.00 was
replaced by indifference following the marked imptovement in the perfurmance
of the encialized cectar in 1900, This indifirtence was in tarn siperseded in the
clocing monthe of 1909—following th poat ctop year—by an adive policy of
encomtegrment. That this suppott will be continued . 1971.5% i suggested by
sevreral pointe:

(1) Recent articles and statements repotted in the press—including those
made by Brezhnev and Kosygin at the 24th Patty Congrese—have streveed
the need to enconrage livestock raising in the private coctor by eclling
individuale both young stock and ferd from the socialized coctor and by
@xtending pacturing and haying tights to private owners,

(2) An impetie to the private sector was provided by a large boost in
the government’s purchase price for hage and poultry in Fehriary 1970, ol
lowed by similar increases for beel and other livestock producte in July,
For example, the govemments purchase price for an individually owned
hog now exceeds the state retall price for an equivalent quantity of edible
prcducte by about 30054

*While petate octicity orcounte for shout 20, of agriesliveal produ iton, #e impertance
ownnet be meatured in this wey slone, Necause of the loe quality and spotty avaidalslay of
Hete.providod -upplics, Soviet conmmers wly either on thetr oua plede o o ditect purchases
from pricer. pasducens for o mafor share of their coneumprion of qualdy vegetalles, mear,
daity pasducts, and othee highly pershable produce.

**Prwutements from the pricate sector secounted for 157, of tndurteial meat output during
the st tew meniha 57 15TE, compared wiih ghour % M teoend yeurs, Thit increare may be
purtly related 1o the i “yaw i government purchase pricer for lioestock. A o resudt of the
new prices, there ( none @ mbtantial incentive to market pricate output through povermment
channels instead of selling in the eollective farm market or oonruming ditectly. Decouse of
the perversity in the price relationships, howerer, i remaing 1o be seen if the apparent fump
in industrial output of wset (20% mote in the fint three monthe of 1971 in comparteon with
the comesponding peviod in 1070) reflects @ net goin in oversl] production, That &, to the
extent that individual livestock ouners are shifting from solf-sufficiency to selling livestock to
the Hote and then purcharing the processed ment jrom retad outlets for corcumption, the
reported increate in industrial meet output does not reflect increared total availabiliy.
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(1) The planned tate of grmvth for private agriculingal proxduction in
1971, dedised Ttom ctatemente by the depmty < hatrman of Gasplan, is alwove
the tate votted in recent yedre am) el 1o thosa of the inibediale ot
Khinehuhev period ahen a telated altifinde tomard the privale escirg pre-
dominated.

(4) A recent Gatement in the prees indicated that price ceilinge—af
leact for eelented products in the Moccow collective fanm markei—are fo
bmger in effect. There s some evidence that price ceilinge were appliend
sporadically during the eimmer of 1909 and 1970 nnt only in Meowow Int
alea in collective farm matkels in varions other citiee The existence of doval
pice crilinge may indicate—pethaps—that the policy ta ehcontage private
actit By is not wholeheartedly eupported by all clemente of the leadetehip.
Even though the ceilinge still i effect ate well abave the price dovels pre-
vailing in ctate stotes, their vristenice dulle the individual's incentive 1o thatket
pmdmv from his private v‘o{ and may prompt him either to withhold his
provhice from matket or to utilize the Black mstket.” On the other hand,
tevncation of price ceilings by collective farm markete may attract the
individua) prodducer back W the matket,

0. Shott-oun drategics (owznd privately owned hoeing historically  have
heen decs fleaible than the policice applied 20 private activity in agticulture, It
haw generally been grcognized that inavidually built hovcing can help 1o cace
housing pressures in emaller uban areas and in raral ateae, ot it is not a
traconahle solution (o the overalr houding thottage. Thus it kppeare noteworthy
that the implied 1971 plan goal for private woncing {in million ujate metets)
is U0 above the actual 1970 level and come 189 above the average anmial
quantity cohstructed during 1906:70. Although past performance in fulfilling
plan targete for private howsing strongly shgggests that the achievement of this
goal §s unlikely, some wpporting evidence of an impeoved climate for individually
comtructed dwellings is provided by the 197175 plan directives, which sate
that it is necesaary "o adst individual honcing construction.” On the other
hand, more cncouraging endorsement wan provided in the 1900:70 plan directives
which, in addition to anhouncing the quantity of private housing to be con-
structed, contained s somewhat broader statement o the effect that it was
necessary "to help workers, employees, and collective farmers to build their
nadividual homes with their own funde plus the aid of siste credit.” Although
these was an initial spurt of 5% in 1900, completions decreased by an average of
neatly 549% annually during the 1907-70 period.

MANPOQWER

71. Ay in the past, the ditectives for 197175 were reticent on the planned
allocation of labur. Considering the additional manpower awajlable in the carly
1970~ and the past history of the growth of abor productivity, sswever, the output
Roals for 1971.75 appear overly ambitious,

72. With Sovict workers only about half as productive as their US counter-
parts, growth of labor productivity has been an Achilles’ heel in Soviet cconomic
development. Shortfalls in the goals for productivity growth in the major sectors
of the cconomy have bemn a persistent problem. Uatil the mid-1000s, however,
deficiencics in labor productivity growth were partly overcome by transferring
farm workers to urban jobs and by bringing houscwives and youths into the
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labot forie. Theee comrees have been argely erhancted dnee the -nid- 1000
Sutphis labot o lenger etiste in large guantitics sm Farme, and appwnrimately
927% of the work-age pagmlation have jnhs ot altend echool on 2 full fime bacie,
1t ic ectimated that the higheet altainabile rats of granth of the dal Seovied fabwt
force will be abend 1.7% anbually during 197175 clightly higher than the tate
tegizierved in 1070 Mareavet, brcaner of ahimctufal chifie withio the lalwy fryren,
the average aninnal 1ate of grimth of tal man homee ay b comewhat bece than
the tate of gtawth of the labot otee and 157 Lrrt than the tate achirved dnting
the prevecling five yeate. Facter gromth in she labwst fores would pepuite ontting
the cize ol the atmed forces of restricting educational oppaitunitice, preither of
whirh creme likely.

ECONOMIC REFORM

73 1 the plan ditectives and the teme of the precentations at the 24th Party
Congrees ate gaitdes (9 the tegime's platie for cconmmnic teform, thete will he
no significant new indtiatives doring 1971:75. Neverthelese, capetimentation with
new methods ol planning and management will continue duting the petiesd,
Twe highly publicized projects—atganization of entetprice into “predizition as-
sociationy” amd the aealization of labor cavings via the “Shehekino”™ method—will
e xuctained and ﬁmﬂh'y expanded according (o datemente by Brezhnev, Kosygin,
and athers in the Party hietarchy. The pact seluctance of contral anthorities to res
linguish control over lower adminictrative echelane, bowever, wiggeets that
sich new metheds are unlikely to have a wibetantisl effect, ime way of the
othet. on elficiency in the Soviet cconomy duting 197175,

74. Production assaciations are groups of enterprises that uee tmilar produc.
Hon technology or wanufacture similar products. The member enterptises are
wwally clime to cach other geographically and adficial strese ie conternd on the
asnciation's tole in getling rescarch and development and production doser
together, By merging indy idual matergirises into larger ones, the propenents of r-
sociat-ons hope to alleviate some of the more peritient Soviet ecenomic prob.
leme, including a lack of spedalization. an uneatisfactary rate of technical prog.
rese, excenive coms resslting from duplication of management structure, un.
economic production in small enterprises, and the poor quality of intermediate
goode, Current emphasis on production associations may forehadow an olficial
decroe proclaiming them the standard otganizational unit in industry. ‘The timing
of such a comversion, lwwaever, remains obscute,

73. The Shihekino experiment, wherein specilied enterprises cut their work
forces while meeting higher production targets, has been hailed as a suecew at
many of the enterprises involved. It has also led to worker dircontent and the
problem of finding jobs for laid-off workers. Until the experiment is introduced
throughout the cconomy on a long-term basiy, its full impact cannot be asessed.
Its failure to provide an efficient method for transferring surplus workens to
activitics where they ure most needed suggests that, like varlier refonms, the
Shchekino experiment will not fundamentally improva the effidency of the Soviet
cconnmy and will be very cautiously applied, lest vremployment become serfous.

76. The new plan directives mention the cconomice re‘orm of 1865 only briefly,
noting that the balance of the state sector will finalty be transferred to the
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teforin cyotem by the el of 1975, Thie & ohly the mmt teccnt of a nsisher of
indications that the 1985 teform, as otiginally enviioned by <ome, is dead, al-
thnteh it bas et been given a formal bttal. The brief flittation with the partial
teplacemest of administtative commanida by ecomomic levers, enghy as prices aml
profity, appats o be over,

77 The main featires of the 1S tfotm- - tedwe ting in the huthbet of rcanoemic
imficators eot Trom adwive, ehill in enccess indicsing 10 profiability and ales,
atdd expansion of decentralized inveetinemswweore intended 1o give enterptise
difectors mote frerdom and the wntkers and managets thote. incentive o be
eHicient. A failire 1o change the basic npetating principles of the Soviet ecahiomie
administr_ins, kowsser, sty limited any chance for snerss. To e ellective,
the refortn shonld he acrompanixd by mote tational and Hexible prices, lpes
central control aver the allocation of mhatetialy, and teliel from excessive demand
lor thist matetials, The leadership has given nn indication the: the sadical changes
hrceseaty t improve matters in these arcas will be intioduced. Indeesd, Kosygin
al the Party Congrees stinhgly reallinned the “guiding tole” of cenltal planning
anc) completely refocted its substitotion by the market mechanism,

™. The new tallying cry is acooleration of “scientific-techinical”™ progress, linked
with a better control of the command econnmy by the Party, There is no indicas
tion of plans {or ¢ major change in the system for intrixducing, technology, al.
though the Party for g reason has expreseed condderable dissatidfaction with
1t.* Instead there is in this connection the resolutions of the Congress to emphasize
improvement of the sate planning system by the preatet use of compiters and
improved communications, sugfiesting that the regime hopes such tactics will oby-
viate the need for future teforms. The cutrent uee of compilers in management
is neither cffective nor efficient and, with the considerable lag that existe in the
USSR brtween computer development and application, it i unlikely that com.

puters will have a significant impact on the Sovict economy during the current
plan period.

. There are an increasing number of Indications that at least Beeshnev, if
nrot other members of the leadership, will actively encourage an enhanced mple
of the Party in more direct management of the cconomy, After Khrushehev's ro-
moval, the new leadership made a considerable offort to reduce the Party/s
direct participation in the detetled management of cconomic affairs,®*® Now this
trend may be countered, At the Congress, Brezhney proposed that the Party
statutes be amended to give Party organizations of ministrics, state committees,

Seor psample, at the Party Congross, Folithureau (condicdate) member Masheroo indicatod
that the 1965 rform: =, . . & sill giving @ poor stitaulus to the develspment of vroduction
on the most moderm sctenttfic and technicol hase, We see in this ono of s mator shom.
comings. . . ." Masherno does, however, call for “a bolder approoch™ in the creation of pro-
duction enaciations 1o aceelerate wientific and technicol progreas.

*°At Khrushchev's behest, Porty functionaries had increavingly become involved in doy-to-day
operational arpects of the economy. Thia break sith the longt tradition that held that the main
function of the Party official ts i the rralm of propaganda amd policy—not in the direct contend
end operational responsthiliny 0f the economy—uas ronsistent with the Khrushehevian appensch
fo rconomic management; administration wer a kind of continuou trouble shooting only 1o

be entrurted 1o Party men not to Junctionaries of economic bureoucracius who are hidebound
by rules.
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ated other central vymomic inctitutions and departimente the duly W control
the adtivity of the establichment in carrying ont the leaderchip's ditectives,

”

o dtisthe ditect duty of the Party organization ta conttol the srganization
of watk i the appatatus of the minichry iteelf, and the obetvance of Party
andd etate diccipline by ite officiale”

50, As Chtistian Dnevel of Hadin Liberty hae indicated, “any sipnlation 1o
uiting the Patty siganization to comtrol the implementation of PFarty and gov-
etnment ditectives can obvioiely be dietched 1o cover pradically evety aspedt
il a goverminent ageney’s opetation.”

81. As anothet ssible indicatar of the Party's expanded role in the ditedt
wonttnl amd operational teeponsibitity of the rconmny Brezhnev failed to con
detnn as he had at the 1968 Patty Congress the practios of the Patty of exeteising
“petty tutelage™ over eeomnmhic edablishments, Tndesl, a climate for mora intet-
fetence from Patty organs in econmmic decidonamaking wae edabliched by a
vonigletable solume of riticiem by cprakers at the Congress of government
economic organe and their breads, The pattetn of ctiticism wems (o have been
deeigned 0 leave the impression that the Party has been daing its joby and that
econmnic problems are latgely the fanlt of government bureancracics.

FOREIGN TRADE

82, The new plan calle for an average annnal rate of growth in ttade tormover
of about 07, the same rate of growth wheduled for GNP in 197175, but con.
siderably slower than the average rale of inctease in trade of 8%t posted in
1966.70.

K3 The USSR tomducts mote than half of ts trade with the countties of
Fastern Entope, Matcover, according to the secently concluded 197175 trade
agreements, Soviet trade with these countries v soheduled to expand at an
average fate of about 7.7% per year. Assuming a fulfillment of the official plan
for growth of total trade—from $24.5 hillion in 1570 to $32.8 hillion in 1975 —this
would leave only about $11.7 billion in trade with all other countafee—Commu.
nist and Free Warld, Soviet trade with other Communist counttiev—Notth
Vietnam, Communnict China, North Korea, Mongolia, Yugodavia, and Cuba -
was valued at $2.0 billion in 2970, I the value of this trade remained at the
same level in 1975 ac in 1970—a highly unlikely prospect=—a residual of about
$9.1 bithon is left for trade with the Free Workd, Since this trade w o valuid
at $4.5 hillion in 1970, the $800 million increase by 1975 would imply an average
annual growth of only 1% %%.

84. Hat) |
the projected 33963556 increate in total Soviet 25X1
foreign trade is a minimom figure, On the other hamd,/ ] 25X 1

| [unicss these countries
purchase more from the USSR, Soviet puichases will not Gierease. In this
context, the low official target for growth of overall trade may serve as a wam.
ing to Western teade partners that Soviet indeltedness to the developed West,
coupled with relatively low holdings of foreign currency, imposes a heavy con-
straint on Sovict ability to import and a step-up of cxports of Soviet goods
is required. In any case, the USSR will be very relectant to reduce imports of
Western machinery and equipment. One partinl approach the Soviet leaders
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have 1o acceletating domestic growth and to nartowing the technological gap
that exists between the USSR and the West lica in oapanded iGiports of ma-
chinery and equipment from abroad,

85 Consistent with the fong-min Soviet desite to achirve sell-afficiency of
agricultural prodicte, segardlece of domecdic ods, the new plan calls for a
donbling of rice provdnction by 1975 The inondinately high price of self-alfi-
cieney and ollective farming is wndetlined by the comparicon of the delivery
price of 8490 pet ton paid domeddic prdieeta (pables converted 1o dollats
at the official 1ate of exchange) aml the world market price of alont $151.

OUTLOOK

80, Althimgh the deaft of the new plan ds genetally a realictic projection of
trende of the tecent pact, it i donbtinl §f all of the tatgete for growth of the
principal cectors can be aceampiiched. Inctead of attaining a planned rate of
inctease of GNP of hrml_\' (%, it §s thote li‘(t“)” thet tm'y 57 will he achieved.
I any given year the sate of growth mav vary widely from this average hecanse
of Hluctuations in farm ontpat. This forecast tedde on a projection that: (1) man-
homts worked will increase Tew papidly than in 1960.70. (2) the vate of growth
in investment in plant and equipment will continue 1o decline <oy, ae it
has cince the mid 1959, (3) military exosenditures will rise at about the vate
of the pact five vears, 5%~ vear; and (4) productivity gaine will recemble e
achieved in the pact five yeare,

57, The USSR will have difficully in maintaining the average annual rate of
grinvth of tofal inputs of the 1100 (1.07%). Becanse tates of sworker pasticipation
for the vations categories of the population have nearly reached their masimmm,
the grosth in the labor force over the nest five yeats hae already been fairly
well determined by past demographic tiends, As described above {paragraphe
71925, thew trends, conpled with ructural shitts 4, the economy, will most
likely reanlt in a comnewhat Tower rate of g b of total man-howre worked in
the coming five years (1% 7% compared witk: the average annunal of nearly 2%
for 166.70), Similatly. the probalile ontlook is for a slightly lower rate of growth
of fixed av s (7% compared with 78:7%). The average annual 1ates of growth
of the other two major dasees of inputeaeland and livestock—will either remain
the same (band) o rise mderately (29% for Bvesock compared with about 165
ratlier). This pattemn of growth in recomrces inplics an overall avetage annnal
tate of incteae of ttal inputs of atound 3%, On the basic of past experienes,
thete s little geaum 1o helieve that factor productivity will grow moch fader
than the annual rate of roughly 204 registered in 1908.70. This rate of growth
i output per unit of foput combined with a 3% growth of rewourees implies
an average annual rate of growth in GNP of 5%, But of agriculture were to
capeticnes betterthanaverage weathes, coupled with <ome speedup in com-
pleting various dndustrial condtruction profects o ! tewsporary Ietup in the
rate of inventory accumuiation by presdng administrative campaigne to “un.
cover hidden seserves,” this rate conld dmprove somewhat during 197175 and
pethaps equal the growth of the last five years, On the other hand, i the recent
decline in the setum on fneestment in new plant and equipment in industry
continues and if weather conditions are below average for crop and livestock
production, the rate of growth in GNP could drop below 5% per year.
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