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Foreword

Throughout this report, the aggregative statis-
tics or indexes which are presented have been, for
the most part, calculated by agencies of the U.S.
Government. Most of the official Soviet aggregate
measures of growth in the economy (including growth
of national income and of industrial and agricul-
tural output) are not accepted by Western economists.
Moreover, some official commodity data such as those
relating to grain production have been rejected.
Substitute measures constructed by U.S. Government
economists and other Western economists almost in-
variably indicate that there are substantial degrees
of over-statement in the Soviet measures.
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I. General Trends in 1968 and First Half of 1969

The Soviet economy expanded at a moderate pace in
1968. GNP rose 5% percent in real terms, compared with
an average annual increase of nearly 6 percent during
1966-67 (see Table 1).* 1In all of the major sectors
the rates of growth were below those of 1966-67 but,
with the notable exception of industry, were well above
the rates achieved in 1961-65. The rate of growth of
industrial production was the lowest posted since 1964.

The allocation of output among the principal end
uses (consumption, investment, and defense) in 1968
continued to some degree the policies of 1966-67,
which favored the military and consumer at the ex-
pense of growth-oriented investment. The growth of
outlays for both consumption and defense, while less
rapid in 1968 than in 1966-67, still was well above
that in 1961-65. Although the rate of growth of
total investment remained at the relatively high
level of 1967, the fragmentary data available sug-
gest that the share of consumer-oriented investment
rose more rapidly than that of producer-oriented
investment as in 1966-67.** The swing in favor of
consumption that has been in progress since 1965 was
designed to compensate for the neglect of housing,
services, and consumer goods production during 1961-
64, when relatively greater emphasis was placed on
the growth of investment in the producer-oriented
sectors of the economy (especially heavy industry,
transportation, and communications).

* Tables appear in Appendix. The base year for the
calculation is the year before the stated initial
year of the period; that is, the average annual rate
of increase for 1966-67 is computed by relating GNP
in 1967 to base year 1965.

**Consumer-oriented investment includes investment
in agriculture, light and food industry, housing,
and services.
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The chronic problems and inefficiencies in the
management of investment programs continued in 1968
and in some respects apparently grew worse. As il-
lustrated in Table 2, gross additions of new fixed
capital and the rate of growth in labor productivity
in’ construction fell sharply. In addition, the back-
log of unfinished construction increased by nearly
15 percent. The recurrent campaigns launched during
the year to reduce, or at least to stabilize, the
vast amount of capital tied up in uncompleted invest-
ment projects (equal in value to 80 percent of the
total 1968 investment program) came to naught, as
have similar campaigns in the past.

Present indications, based on published plans
for 1969 and results for the first six months, are
that the Soviet economy will grow somewhat more
slowly in 1969 than in 1966-68. Perhaps overall
growth will be less than 5 percent in 1969. Even
with above average weather during the balance of
the current crop season, agricultural output pro-
bably will grow less rapidly than in 1968. This
will be due in part to the continuation in 1969
of the relatively low rates of growth posted in
1968 in allocations of fertilizer and other in-
dustrial inputs to the farms. Calculations based
on Moscow's official mid-year report show an esti-
mated increase of approximately 5.5 percent in
industrial output during January-June 1969 over
the corresponding period in 1968. This is below
the rate of the Soviet plan goal for industry--an
increase of 7.3 percent for 1969--which is one of
the lowest on record. Although part of the short-
fall in the growth rate in the first half was the
result of disruptions in the first quarter caused
by unusually severe winter weather, the outlook
for resurgence in Soviet industrial growth during
the rest of the year is not good. The continued
lag in the rates of growth of selected industrial
materials--especially ferrous metals, fuels, and
basic chemicals--indicates a constraint on the




growth of other industries for at least the
third quarter. More important for the longer
run is the continued poor performance posted
in expenditures on new plant and equipmrent.
The rate of increase in overall investment in
the first half was the lowest in the post-
Khrushchev era. Organizational and supply
difficulties, shortages of resources, and the
severe winter probably all contributed to this
result,

Results for the first half indicate a continu-
ation of the general trends of the past several
years, An the distribution of resourcgagbbefense
and consumption again have been favored) there is
no indication of a resurgence in growth-oriented
investment. Comparison of the output of civilian
machinery with the Soviet-announced growth for all
machinery indicates that another sizeable increase
in expenditures for military and space equipment
took place.

The regime's intention to continue the recent
high rates of improvement in consumer welfare is
reflected in the planned rise of 5% percent in
per capita real income in 1969 (for the year as
a whole). Although incomplete, the data avail-
able for the first half indicate that the reqg-
uisite planned boost in disposable money income
is being met. However, first half results also
suggest a further increase in the gap between
purchasing power and supply of real goods and
services. The provision of personal services
and consumer durables maintained the high rates
of growth achieved previously but a decline in
supplies of relatively high priced commodities
such as meat, fresh fruit, and vegetables forced
the consumption of cheaper and less desirable
foods, especially the starchy staples (grain
products and potatoes) in order to maintain
the daily caloric intake. Hence, the amount
of money in the Soviet citizen's pocket con-
tinued to increase faster than production of
things he can spend it on. Savings deposits
increased at an annual rate of nearly 20 per-
cent as consumers continue to set aside much
of their nominal purchasing power.




A. Agriculture

Agricultural output rose 4 percent in 1968, the
fifth year of increase in a row. Output in the five
years 1964-68 averaged more than one-fifth above the
level of 1959-63, when production nearly stagnated.
The relatively good performance of Soviet agriculture
in 1968 was highlighted by an estimated increase of
5 percent in crop production. Livestock production,
however, was up only 2% percent (see Table 3).

The increase in total crops was due mainly to a
bumper grain harvest and record outputs of potatoes
and sugar beets. The grain crop amounting to 135
million tons was the second largest in history,
ranking next to the record crop of 140 million tons
harvested in 1966. The government purchased 69
mi}lion tons of grain from producers of the 1968
crop, one-fifth above average annual procurements
in:1965-67. As a result, supplies of grain will
be ample to meet domestic needs for high-quality_
bread supplies in 1969. They will, moreover, en-
able: the USSR to export grain for the second year
ip'succession and to increase grain reserves. Re-
serve stocks of grain at the end of the current
consumption year (31 July 1969) were probably on
the! order of 20 million to 25 million tons, equal
tor about one-half of the annual consumption of
grain‘for food. Thus the USSR is in a relatively
good:position to withstand a moderate decline in
grain' production in 1969 without having to import

grainp.

.Even though weather and growing conditions were
not uniformly favorable, relatively large yields for
most:.‘crops were obtained in 1968. Moisture condi-
tions for crops in some major regions were subnor-
mal, but above-normal conditions prevailed in other
aréas. On balance, weather was slightly more favor-
able in 1968 than in 1967 and thus contributed to
boosts in yields per acre of most crops; other con-
tributing factors were continued. improvements in
tillage practices and the use of better plant
varieties and soil additives (fertilizer and lime).
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Although crop prospects in the USSR as of early
June 1969 seemed relatively favorable, weather con-
ditions during the remainder of the crop season will
be more decisive than usual in determining the final
outcome. Production of grain currently is expected
to be well below the near-record production of 1968
but somewhat above the average level of output
achieved in 1965-68.

The crop situation to date is characterized by
a moderate shift in the acreage pattern in favor of
spring grains, the delayed sowing of spring crops,
and an unevenness in the supply of soil moisture in
the areas normally accounting for the major share
of grain. Fall-sown grains were adversely affected
by a severe winter that caused higher-than-normal
rates of winterkill. Moreover, prospects on the
remaining acreage of winter wheat are unfavorable
as a result of a late spring accompanied by below-
normal precipitation in much of the winter wheat
belt.

On the other hand, the outlook for spring grains
is relatively favorable in most areas. The supply
of moisture in most of the New Lands area of Siberia
and Kazakhstan is exceptionally high, and a repeat
performance of the outstanding 1966 yield in the New
Lands is possible. Nevertheless, the tardiness in
development of both winter-sown and spring-sown
grains, and a shorter-than-normal growing season
make the weather during the next several months more
than normally a decisive factor in the size of the
harvest.

Because an abnormal workload during August and
September is expected as a result of the compressed
growing season and a shortened harvesting period,
the Soviet government has recently taken special
measures in an effort to insure a good harvest.

The provisions of a mid-June decree pertaining to
the harvest imply an above-normal mobilization of
the nonfarm population for harvest work and a
greater-than-normal diversion of trucks from other
sectors of the economy to agriculture.¥hese special
measures, in turn, will have an adverse effect on
the rest of the economy.




In contrast to the large increase in output of
crops, the tonnage of major livestock products pro-
duced in 1968 increased at less than half the rate
achieved in 1966-67. Meat production increased only
one percent and milk output rose less than 3 percent.
Livestock output was hampered in part by a decline in
farm supplies of feed carried over from the preceding
harvest, by relatively poor grazing conditions during
the spring months in areas affected by drought, and
by the moderate reduction in hog numbers on collective
and state farms that occurred in 1967. The most im-
portant factor in the sharp slowdown in the growth .of
livestock production, however, was the absolute decline
in output in the private sector. One of the first--
and certainly the most popular--acts of the Brezhnev-
Kosygin leadership in 1965 was to relax Khrushchev's
restrictions on private farming. In 1965--the first
year in which the more lenient policy was in opera-
tion--private livestock holdings spurted by 13 per-
cent, and in 1966 the private sector contributed more
than two-fifths of the total output of livestock pro-
ducts. After 1966, however, the size of private
herds declined and by the end of 1968 had returned
to a level only 5 percent above that of 1964. The
reason for this phenomenon is not apparent.

In conjunction with other factors, the striking
success in boosting overall farm output in 1966-68
apparently has led to a serious weakening of the
commitment in the 1965 Brezhnev program to acceler-
ate development of agriculture. The allocation to
agriculture of machinery, fertilizer, and other
industrially produced materials in 1968 either con-
tinued at unimpressive rates of growth or declined.
Although the rate of growth of total agricultural
investment increased a little in 1968, most of the
increase represented construction activities, since
the rates of growth in deliveries of tractors and
trucks to farms fell sharply (see Table 4). The
supply of mineral fertilizer increased in 1968,
but its rate of growth was the lowest since 1961.
And again in 1968, little or no progress was made
toward the goal of expending the stock of reclaimed




(irrigated or drained) land. Annual gross additions
to both irrigated and drained land remained at about
the 1966-67 level and, cumulatively for the years
1966 through 1968, are only slightly over one-third
of the target for the 1966-70 period. The actual
stock of reclaimed land has remained unchanged be-
cause of the withdrawal from use of land previously
reclaimed. Its average quality, however, is now
higher.* '

B.  Industry

Soviet industrial growth slowed in 1968 (see
Table 5). This slowdown was largely attributable
to a sharp drop-off in the rate of growth of out-
put in the industrial materials sector. Growth of
‘output in the machinery and nondurable consumer
goods sectors continued at rates roughly approxi-
mating those achieved in 1966-67, but higher than
those for 1961-65. Total output of the machinery
sector--the source of producers' equipment, mili-
tary equipment, and consumer durables--increased by
8% percent in 1968, continuing to grow significantly
faster than either of the other sectors.

The various major branches of industry expanded
at widely different rates in 1968, and the rates of
growth of many important industrial products fell
off (see Table 6). The growth of industrial mate-
rials as a whole dropped sharply in 1968. Coal
production failed to increase a8 the USSR continued
to concentrate on modernizina producing fa~ilities
rather than on increasing current production. Al-
though production of crude oil and natural gas grew
by 7 percent, this rate was significantly below the
rates posted in 1966-67. In ferrous metallurgy,
the rate of growth for output of pig iron sagged
and the rates for crude steel and rolled steel

* For further details concerning recent developments
in allocational policies toward agriculture, see Sec-
tion II, A, below.




dropped off sharply from 1966-67 levels. Moreover,
plans to improve the assortment of steel products,
largely through expanded production of flat rolled
steel, remained well behind schedule. The lack of
the engineering experience needed to move ahead in
cold rolling of steel, combined with delays in com-
pleting new capacity, is continuing to prevent a
more economical use of the huge volume of crude
steel (107 million metric tons in 1968) available.
Growth of output of construction materials--a key
factor in Soviet investment programs--also dropped
sharply in 1968.

The record of production of consumer nondurable
goods was marked by mediocre performance in soft
goods as well as in processed foods. The increase
in output of processed foods was held down by a
sharp drop in the growth of production of industri-
ally processed meat and vegetable oil, expecially in
the second half of the year. Stagnation of output
of these two basic food commodities reflected a
leveling off in the flows of raw materials from
agriculture. In soft goods, the output of leather
footwear increased at a somewhat slower pace than
in 1966-67. Reflecting the steady shift away from
home-sewn clothing, the output of sewn garments in-
creased by 15 percent, somewhat more rapidly than
in 1966-67.

The slowdown in overall industrial growth in
1968 was the result of a slowdown in the growth
of inputs of labor and capital and of the effi-
ciency with which they were used. Productivity
growth in 1968 was slightly below the low average
of 1961-65. The near collapse of productivity
growth in those years was a main reason for the
launching of an economic reform by the Brezhnev-
Kosygin leadership. Despite the fact that by the
end of 1968 over 70 percent of industrial output
was produced by enterprises working under the
reform, annual productivity gains in Soviet in-
dustry in 1966-68 were still less than half as
large as in the 1950's. The economic reform
has yet to prove its worth, and the prospects
of its doing so are most unpromising.




A notable development--as a harbinger cf problems
for future industrial growth--was the continuation in
1968 of the slackening off in the addition of new
production capacities in many branches of industry
(see Table 7). The decreases from 1966-67 levels
were particularly notable in coal, oil and gas pipe-
lines, rolled steel, chemical fibers, and--interest-
ingly enough--motor vehicles. Despite much fanfare
and several decrees about expanding capacities in
the light and food industries, meat and milk plants
are being built at the unspectacular rates of the
early 1960's. Capacities to produce shoes, on the
other hand, have increased spectacularly, perhaps
because the regime would like to stop spending scarce
foreign exchange to import shoes from the West. Some
of the slowdown in additions of new plants, as well
as their distribution among industries, apparently
represents cutbacks in investment and shifts in pri
orities. Another major factor is the apparent wor-
sening of the chronic problems of construction in
the Soviet economy, resulting in abnormally long
construction times compared with experience in the
West and with the Soviet government's own esta-
blished norms.

During the 1960's, when annual productivity

gains in industry fell far below those of the 1950's,
the USSR directed more and more resources to civilian
research and development. In 1951-60 outlavs for
civilian research and development averaged nearly

$1.5 billion a year; in the next eight years, 1961-
68, outlays soared to an average of $3 billion. a year.
To the extent that the rate of growth in productivity
reflects the rate of innovation or technical progress,
the Soviet leadership could well wonder at the con-
trast between the behavior of productivity and the
size of expenditures on research and development, *

* For a more detailed discussion of the problem of
adapting new technology, see Section II, B, below.




C. Consumer Welfare

The upward trend of recent years in the level
of living of the Soviet population continued during
1968. According to Soviet data, real income per
capita (which includes wages, farm incomes-in-kind,
and payments from the state budget) rose slightly
more than 6 percent, about the same rate as in 1966-
67 (see Table 8). Per capita consumption of goods
and services, however, rose by slightly less than
the 5 percent average annual rate of the preceding
two years. Some letdown in the rate of growth of
consumption was anticipated after an all-out effort
by the regime in 1967, occasioned by the fiftieth
anniversary jubilee year celebration, to give the
consumer a better shake. As in the past several
years, consumers continued to salt away much of
their excess purchasing power in savings banks.

For the third year in a row, savings deposits rose
by 20 percent. The rise in 1968, 5% billion rubles,
was equivalent to approximately 40 percent of the
increase in personal income. At the end of 1968,
total deposits amounted to one-fifth of the year's
level of personal income, compared with one-eighth
in 1960.

The excess purchasing power was also reflected
in rising prices in the collective farm market, the
only organized free market in the USSR. Prices for
perishable foods in Moscow collective farm markets
were up 8% percent in the last half of 1968, com-
pared with the corresponding period in 1967. Aver-
age earnings of wage and salary workers rose by 7%
percent in 1968, compared with 4 percent in 1967.
The main reason for the sharp rise in money wages
during 1968 was the implementation of a wage reform
that raised wage rates substantially for 1.5 million
machine tool operators, increased the general mini-
mum wage by 50 percent (from 40 to 60 rubles a month),
and reintroduced longevity payments for workers in
remote regions. Accelerated growth of public con-
sumption funds was in large measure a result of
pension reforms that provide broader coverage and
higher benefits.

- 10 -




The rates of improvement in per capita consumption
differed considerably among the various categories.
Per capita consumption of food, which comprises over
half of personal consumption in the USSR, increased by
nearly 3% percent in 1968. As a result of the boost
in farm supplies of meat and milk in 1967 and early
1968, the quality of the diet improved. In contrast,
the rate of growth of per capita consumption of soft
goods fell from nearly 8 percent in 1967 to slightly
over 6 percent in 1968, while the rate for consumer
durables fell from 9% percent to 7 percent. As in
1967, imports of consumer goods from both Eastern
and Western Europe--largely readymade clothing and
shoes--helped to compensate for inadequate domestic
production and provided goods of higher quality.

The slower expansion of sales of consumer durables--
notably refrigerators and washing machines--reflected
a fall-off in growth of production of some of these
goods.

Improvement in housing conditions continued to
be minuscule. Housing completions in 1968 were be-
low those in 1967. These, however, permitted a 3
percent increase in the stock of available housing
: and made possible a slight increase in per capita
iﬁg living space to 76 square feet--still far short of
T the official standard the Soviet authorities them-
selves have set as a minimum for health and decency
(97 square feet per capita).

In 1968, consumers also reaped some benefits
from the accelerated efforts of the past several
years to modernize the grossly inadequate domestic
trade network, to expand educational and child
care facilities, and to construct public buildings
and municipal facilities to meet the needs of growing
urbanization. Even more welcome to consumers, per-
haps, was the substantial expansion (17 percent) in
the supply of state-provided "everyday" services
(ranging from barber shops and public baths to shoe
and clothing repair and cleaning). The backlog of
needs in all of these long-neglected areas of per-
sonal and communal services is still enormous, how-
ever.

- 11 -




D. Foreign Trade

Over the past decade, Soviet foreign trade has
grown at an annual rate of about 9 percent--from a
level of $8.6 billion in 1958 to more than $20.0
billion in 1968. Growth has been uneven, partic-
ularly in 1959 and the early 1960's when“SLgnlflcant

- contraction in trade with China occurred. During the
. period 1963-66 the pace of Soviet foreign trade
growth slowed, and in 1965-66 it was only 4 percent
annually, largely because trade with Eastern Europe
increased only 2 percent for the two years. Trade
has increased more rapidly since 1966, however,
rising by an average annual rate of 9 percent in
1967-68, led by an increase of almost 1l percent
annually in trade with Eastern Europe (see Table 9).

Ten years ago the share of the Communist world
in Soviet foreign trade was about three-fourths,
but in recent years the Free World's share has
risen to roughly one-third, largely as the result
of the rapid growth in trade with the Industrial
West. The decline in trade with China also was
an important factor in the reduced share of the
Communist world. " Eastern Europe's share has not
o changed significantly over the decade, but such
!ﬁg countries as Cuba and Yugoslavia have become more
important in Soviet trade.

Soviet exports have been dominated by fuels,
raw materials, and semifinished materials through-
out the postwar period, but exports of machinery
and equipment have increased significantly--from
$800 million in 1958 to about $2.3 billion in
1968 (see Table 10).* Most Soviet exports of
machinery and equipment have gone to Eastern
Europe, and this area has accounted for most of

* Detailed commodity data are available only
for the period through 1967. Some approximate
figures are available for 1968.
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the recent increase in these exports. Most of
the remainder is destined for the less developed
countries of the Free World. 0il exports almost
tripled in the period 1958-67 but did not occupy
a significantly greater share in 1968, when they
were valued at roughly $1.3 billion, than in 1958.
The recent growth in exports of oil has resulted
from sharply increased exports to the Industrial

- West, at least until 1968 when such exports appar-
ently increased negligibly. Food exports have
now regained their former importance after grain
exports fell sharply in 1964-66. Grain exports
valued at $450 million in 1967 represented an in-
crease of more than $200 million over the 1966
level. The USSR is once more a net exporter of
grain, achieving a net surplus of 4.1 million

tons in 1967 following a 1966 net deficit of 4.2
million tons.* The USSR, however, has maintained
with the Industrial West the net import position
in grain that it has had since 1963.

Soviet imports for the past decade have fea-
tured machinery and equipment as well as consumer
goods. Imports of machinery and equipment--three-
fourths of which originate in Eastern Europe and
most of the remainder in the Industrial West--
increased from $1.1 billion in 1958 to about $3.5
billion in 1968. Imports of consumer goods, valued
at $2.9 billion in 1967, have grown little in re-
cent years because of a decline in food imports,
particularly wheat in 1967. Manufactured consumer
goods have figured more importantly in Soviet -im-
ports in the last few years, rising from $1.1
billion in 1965 to roughly $1.8 billion in 1967.
Most of these products originate in Eastern Europe,
but the Industrial West has provided substantial
quantities since 1966,

* In 1968 both exports and imports declined, but
the USSR maintained its net surplus.
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E. Hard Currency Trade

Well over half of the USSR's trade with the Free
World and more than 80 percent of its trade with the
Industrial West is conducted in hard currencies. The
USSR attaches special importance to this trade be-
cause of its need for Western equipment and technol-
ogy and other materials which are in short supply
in the USSR. Until recently the failure of the USSR
to generate sufficient hard currency earnings through
exports led to disequilibrium in the Soviet hard
currency balance of payments, characterized by sub-
stantial annual deficits and consequent reduction
in the USSR's gold reserve.

The Soviet gold reserve had been husbanded care-
fully during Stalin's time, but Khrushchev did not
believe in "sitting on sacks of gold" and used it
freely to help finance growing imports of Western
equipment and technology. Gold sales averaged well
over $200 million annually during the period 1955-62
and increased to more than $500 million annually
during the period 1963-65 to help pay for about
$1.7 billion in wheat from hard currency countries.
Annual gold production was less than sales in every
year during the period 1956-65 with a consequent
reduction in the Soviet gold reserve. Reserves at
the end of 1963 were estimated to be less than $2
billion. Sales during the period 1964-65 approxi-
mated $1 billion and production was about $350
million so that by the end of 1965 reserves had
fallen at least an additional $650 million.* .

Since that time (1966-68), the USSR produced $600
million but has sold only about $65 million, and
reserves have risen accordingly.

The hard currency deficits were considerably
less than might have been expected, however,
averaging about $360 million annually during

* Domestic consumption is not considered.




1963-66 despite wheat imports of about $400 million
annually (see Table 11). This result was realized
by reducing imports of industrial goods, including
machinery and equipment from Western Europe and
Japan, and expanding exports after 1964, particular-
ly oil, cotton, logs, and food. Short-term credit
fac111t1es were also employed extensively, espe-
cially in 1966 when the USSR sold very little gold
--the smallest amount since the early 1950's. The
post-Khrushchev regime evidently believed that So-
viet gold reserves had reached a critical point and
that no further reductions could be tolerated.

The USSR achieved a hard currency surplus in
1967 for the first time in about a decade. This
surplus resulted from both expansion of exports
and a reduction of imports of wheat rather than
industrial goods. The return to a deficit position
in 1968 resulted from a large increase in imports,
particularly capital goods from Western Europe, but
the deficit was small relative to those incurred
in earlier years.

The USSR also responded to the financial crisis
by reducing its orders for plant and equipment from
the West in 1964 and 1965. These orders had been
financed in part by Western medium-term credits,
but by 1963 mounting repayments had more or less
offset new credits (see Table 12). Known orders
from the West were reduced from about $550 million
in 1963 to roughly $300 million in 1964. This cut
occurred despite the long-term credits made avail-
able to the USSR in place of medium-term credits.
Soviet failure to take fuller advantage of these
easier payment terms probably was due to the un-
willingness of the Soviet leadership to mortgage
future earnings at a time of considerable uncer-
tainty about Soviet crop prospects and ability
to expand exports. Orders declined even further
in 1965.




By 1966, however, the USSR increased its orders
to an all-time high of $900 million, including the
Fiat contract worth about half the total. Apparently
buoyed by good crop prospects and improvement in its
hard currency trade balance, the USSR took greater
advantage of the long-term credits offered by the
West and has since maintained the high level of orders
from the West (see Table 13).

In retrospect the Soviet response to what it
considered a threat to its financial position seems
prudent or even conservative. The regime stopped a
decade-long drain on gold reserves and in 1967 had
managed the first hard currency surplus in a decade.
The major cost of the retrenchment was in the imports
of Western capital goods forgone and, as a conse-
quence, perhaps some slowdown in the growth of
domestic output.

For the foreseeable future the Eastern European
countries will not be able to diminish significantly
their dependence on the USSR for raw materials, be-
cause of a continued dependence on the USSR as a
market for their manufactures. The manufactures of
Eastern European countries, like those of the USSR,
generally are not competitive in the West. 1In the
future, moreover, the outlook is dim for maintaining
current export levels of agricultural products and
raw materials to the West (on which Eastern Europe
now depends to earn foreign exchangd because of
higher tariff barriers and quota restrlctlons in
the Common Market countries.

Given these political and economic realities,
a continued expansion of Soviet trade with Eastern
Europe is 1likely. After a brief period of slow
growth, trade increased by about 11 percent in 1968
and is scheduled to grow at about the same rate in
1969 to a level of about $12.4 billion. Because the
planned growth of trade with Eastern Europe is sig-
nificantly greater than the scheduled 6 percent
growth of total Soviet trade, Eastern Europe's share
in Soviet trade will be the highest in 15 years--
about 60 percent.
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Soviet policy toward CEMA and that organization's
future role in Soviet economic relations with Eastern
Europe are unclear. Soviet officials have called for
economic integration without really defining the term.
Bilateral relations have served Moscow's needs in the
past, and the USSR may be unwilling to abandon bilat-
eralism as the principal means of conducting economic
relations with CEMA members in the future. There has
been an increasing clamor among most CEMA members for

some form of economic integration within the frame-
work of CEMA to help modernize their economies. The
USSR, however, clearly will not accept any formula

which effectively diminishes its economic and politi-

‘cal control over Eastern Europe or significantly in-
Creases the costs of maintaining such control.

Trade with China has reached new lows, and, bar-

ring unforeseen developments, any upward movement in

this trade is unlikely in the near future. Trade
with North Korea has increased recently concomitant

with the cooling off of North Korean-Chinese relations.

For the near term, at least, this trade is likely to
increase, the USSR having promised to provide some
assistance in carrying out North Korea's long~term
plan which ends in 1970. Soviet trade with North
Vietnam and Mongolia will also increase, the volume
of trade reflecting the substantial economic assis-
tance being provided by the USSR. The volume of
trade with Cuba is a function of Soviet assistance
and Cuban sugar crops. Over the long term, this
trade possibly will grow, but in 1969 it may
decline. Trade with Yugoslavia has risen rapidly
in recent years, but some leveling off is probable
for the next year or two.

Reaffirmation of the primacy of Soviet trade
with Eastern Europe and the more conservative ap-
proach to trade with the Industrial West seem to
indicate a somewhat slower growth in trade with the
latter. The USSR probably will continue to con-
serve and rebuild its gold reserves and, conse-
quently, to limit its imports from the West largely
to what can be paid for by export earnings. Unless
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formulas not yet apparent can be found to increase
exports more rapidly, such a policy will exercise
limitations on the growth of trade. The regime is
unlikely to make extensive use of Western credits
and may even make special efforts to reduce exist-
ing indebtedness.

Soviet efforts to increase imports of Western
technical data are another indicator of a slower
growth of Soviet imports from the West. In this
connection, the USSR has concluded a number of
scientific and technical exchange agreements with
France and the United Kingdom. Substantial amounts
of US technical data have been imported. The ac-
quisition of Western technical data without the
purchase of equipment is designed to save the USSR
foreign exchange that otherwise would be spent for
imports of equipment. Of course, given the uneven
Soviet performance in transforming these technical
data into prototypes comparable to the Western
models, this policy may be "pennywise and pound
foolish."

The USSR has shown a tendency to emphasize im-
ports from countries willing to accept increasing
quantities of Soviet goods. Thus, trade with such
countries as France, Italy, Japan, and the United
Kingdom probably will increase relative to other
countries.

ITI. Special Problems

A. Policy Toward Agriculture

The three years 1966-68 were favorable ones for
Soviet agriculture. And, as has occurred several
times in the recent past, a grandiose program for
shoring up agriculture launched in a time of troubles
(1963-65) is being allowed to peter out. The leader-
ship once again is asking: Why spend scarce indus-
trial resources in agriculture when the granaries
are full and other sectors are clamoring for allo-
cations?

The program for improving the state of Soviet
agriculture, popularly termed the Brezhnev Program,
was first spelled out at a Plenum of the CPSU in




March 1965. It was elaborated upon at the Twenty-
Third Party Congress and at another Plenum in the
spring of 1966. Although specific plans for several
major inputs were not announced, the implied plan
for additions to total inputs entailed a boost of
nearly 17 percent over the five years 1966-70, or

3 percent per year. This represented a substantial
rise over the 1l percent (2 percent a year) increase
in 1961-65. For inputs from industry (fixed invest-
ment and current purchases of materials) the plan
implied a growth of about 90 percent for five years,
or 13% percent a year, compared with 62 percent or
10 percent a year for 1961-65. In addition to the
resource plans for agriculture, a major expansion

of the food processing industry was to be under-
taken to accommodate the anticipated surge in the
availability of raw foodstuffs. Finally, capacity
in selected branches of industry was to be expanded
to provide the flow of producer durables, construc-
tion materials, agricultural chemicals, and other
producer goods necessary to support the higher
levels of direct investment in agriculture and the
food processing industry.

Important steps were taken during 1965-68 to
implement some parts of the original Brezhnev Pro-
gram, particularly those that did not depend pri-
marily on industrially produced goods for agricul-
ture. These parts included putting into effect
plans for improved cropping practices (such as in-
creased fallowing and better weed control), for the
introduction of a variety of incentives for farmers,
and for the relaxation of restrictions on private
agricultural activity.

On the other hand, there have been major short-
falls in delivery to farms of investment goods
(producer durables and construction materials) and
other industrially produced materials. As a re-
sult, the growth of the stock of fixed assets
(buildings, machinery, and equipment) during 1966-
68 slowed to a rate one-half that called for in
the 1966-70 plan directives and substantially be-
low that of the preceding five years (see Table

- 19 -




14). similarly, the average annual rates of in-
crease in the flows of industrially produced mate-
rials remained below those planned for 1966-70 as
well as those achieved in the first half of the
decade. The rate of growth of total investment
was 9 percent, compared with a planned rate of 17%
percent and the rate of 1l1% percent achieved in
1961-65 (see Table 14).

Especially noteworthy were the differential
rates of growth in the two major components of

productive investment in agriculture--machinery

and equipment, and construction. The average
annual growth of investment in machinery and
equipment was only 4% percent during 1966-68--
less than one-third the average for 1961-65 and
under one-quarter of the rate originally planned
for 1966-70. Investment in these producer dur-
ables averaged less than 4 billion rubles a year
in 1966-68, compared with a planned average of
more than 6 billion rubles. In contrast, the
average annual growth in construction (including
livestock facilities and land reclamation) was
12 percent in 1966-68, a rate almost a third
above the average attained in 1961-65 (9 % per-
cent) but about three-quarters of the rate origi-
nally planned for 1966-70 (l16% percent). Also,
the construction in rural areas of so-called
"nonproductive" assets, such as municipal and
communal facilities, schools, and auditoriums,
has increased sharply. Such investment rose

at an average annual rate of about 20 percent
during 1966-68, twice the average posted during
1961-65, and equaled in size about one-fourth

of total productive investment. Building of
much-needed roads in rural areas has not been
evident in this surge.

The growth of construction was relatively
easy to achieve because most of the required
materials are produced on the farms, and much
of the labor is done by the regular farm labor
force during the slack season. In addition, the
required funds are in the hands of farm managers
as a result of increased procurement prices.
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Deliveries of major types of machinery are
far behind schedule. Deliveries of tractors and
agricultural machinery during 1966-70 were sched-
uled to be nearly two-thirds above the deliveries
for 1961-65. But during 1966-68 actual deliveries
were only slightly more than one-third above those
of the first three years (1961-63) of the previous
five-year period. Similarly, deliveries of trucks
during 1966-68 were up less than three-fourths
from those of 1961-63, although a whopping 163
percent increase was targeted for 1966-70. Cur-
rent indications are that relatively low rates
of growth will continue into 1969 and perhaps
into 1970.

Under the Brezhnev Program, newly irrigated
land and newly drained land was to provide nearly
one-third of the increase in gross agricultural
production and grain output planned for 1966-70.
Although investment in land reclamation thus far
has proceeded at a somewhat brisker pace than
other parts of the investment program, the total
area reclaimed has not yet increased. Its aver-
age quality, however, is now higher. 1In 1966-68,
investment in land amelioration was 5% billion
rubles, nearly 45 percent of the planned total
for 1966-70. But annual gross additions of ir-
rigated and drained land remained at about the
1965 level and cumulatively are only slightly
more than one-third of the overall target for
1966-70. Because of. this lag and because of
stepped-up retirements.of land previously re-
claimed, the total stock of drained and irri-
gated land has remained unchanged.

The lag in the reclamation program apparently
stems largely from what Brezhnev has called "bot-
tlenecks which now hold up the progress of land
improvement." Criticism in the press centers on
(1) shortages of specialized machinery (canal

- 21 -




diggers, pumps, and special land clearing machines),
(2) use of obsolescent machinery with a low capacity
(for example, inefficient single-bucket excavators in-
stead of continuous-action rotary excavators), (3)
shortage of operators for construction machinery, (4)
a rapid "write-off" of machinery due to poor quality
and lack of spare parts, and (5) lagging construction
of drainage-pipe plants. '

Speedy removal of such "bottlenecks" is not likely.
Although gross additions to irrigated and drained acre-
age are scheduled to increase by a modest 9 percent in
1969, the total stock will continue to stagnate if cur-
rent retirement rates continue. Indeed, there are in-
dications that the costs of reclamation considerably
exceed the benefits in many instances. The press has
reported some incredible goofs in carrying out the
program. For example, in an effort to hold down cost
in draining vast tracts of bogs in Belorussia, drain-
age canals were built without sluice gates to regulate
the water flow. This resulted in a drastic lowering
of ground-water levels followed by such severe drying
that "in summer the peat bogs turn into fine dust--and
there are a great number of peat-bog duststorms, which
carry away top soil along with seed...,. Rivers have
silted up and reservoirs have begun to dry up." In-
stead of the planned differential in yields of 60 per-
cent between grain grown on drained and undrained land,
the yield advantage actually obtained for drained land
in 1967 in Belorussia was only 17 percent.

Brezhnev's program called for a large expansion in
the use of agricultural chemicals--fertilizer and lime
as soil additives, herbicides and pesticides as plant
protection materials--as a means of boosting crop yields.
Annual deliveries of fertilizer to agriculture were to
reach 55 million tons by 1970, double the 1965 level.
The new plan also called for the liming of 28 million
hectares of croplands during 1966-70, a goal that would
require a doubling by 1970 of output of lime for agri-
cultural purposes. Finally production of herbicides,
pesticides, and other plant protection materials was
to increase 2.3 times between 1965 and 1970.

All of these programs are considerably behind sched-

ule, some more so than others. Fertilizer deliveries
are nearest to schedule, having increased by about
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one-third in 1966-68. However, less than 4 million
tons of new production capacity was added annually
during the period, nearly 20 percent less than the
average for 1961-65., In the past three years, lime
was applied to only about 40 percent of the total
area planned for 1966-70. Much of the blame for this
lag is officially placed on the lack of transport and
spreading equipment. Although production of plant
protection materials in 1968 was one-third above the
small output in 1965, the rate of growth of output

in 1966-68 remains far below that required to meet
even one-half of the originally planned target. More-
over, net imports of these materials, a major source
of supply for the farms, fell by two-thirds between
1965 and 1967.

With respect to plans for 1969, fertilizer de-
liveries are to increase 6 percent, a rate that would
result in an increase in total deliveries even less
than the 3.1 million tons averaged annually in 1966-68.
An additional 5 million hectares are to be limed in
1969, leaving 11 million hectares to be limed in 1970
if the goal is to be attained. A 1969 target for out-
put of plant protection chemicals was not announced.

The current priorities for the fertilizer program
are especially obscure. In mid-1968 a grandiose plan
was announced for adding 13 million tons of new min-
eral fertilizer production capacity in 1969 and also
in 1970, more than three times the capacity added in
1968. This goal was reaffirmed at the session of the
Supreme Soviet in December. At the same time, a rela-
tively low goal for fertilizer output was set, and no
special efforts apparently are being made to boost pro-
duction of the equipment required for the new fertilizer
plants. The production of chemical equipment has been
growing at less than one-quarter the rate called for
in the 1966-70 plan.

One aspect of the Brezhnev Program that has been
overfulfilled is the decision to continue and acceler-
ate the revolution in rural incomes that has occurred
since 1953. During 1966-68 earnings of collective
farmers increased 9.2 percent annually compared to an-
nual increases of 6.7 percent envisaged in the 1966-70
plan. Similarly, since 1965 wages of state farm workers
have risen faster than the wages of workers in industry
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and faster than planned. By relaxing coercion and
improving incentives Stalin's heirs have tried to
break the vicious cycle of low wages--low productivity
--low production and thus increase production, lower
costs and release labor for work in other sectors of
the economy. '

Soviet leaders must be disappointed with the re-
sults to date. Between 1953 and 1968, net output of
farm products nearly doubled, but most of the growth
occurred during 1953-58. Between 1958 and 1962, pro-
duction stagnated, and it actually declined in 1963
and 1965. Good results during 1966-68 are largely
the result of exceptionally good weather. Productivity
gains in agriculture have been lower than planned
and less than the growth of wages. As a result, costs
have risen and farm employment has declined slowly.
Farm workers that have migrated to the cities have
tended to be youths and skilled workers, those most
needed on the farms.

The failure of higher incomes to produce greater
results is traceable to several factors. First,
opportunities for farm workers to work at higher
paying jobs, the source of much of the reluctance of
farmers to put in more than a minimal effort into
state agriculture, still persist. Daily earnings
for the collective farmer remain higher and more
certain from work on his private plot than from work
in the socialized sector. Machine operators and
other skilled farm workers can still earn more in
industry than on the farm, and thus farms have been
unable to recruit or retain the skilled labor nec-
essary to boost efficiency. Second, a sharp differ-
ential continues to exist between rural and urban
working and living conditions. And, too, higher
money incomes have not been matched by goods and
services. Farmers have more money than earlier, but
their level of living has not changed significantly.
This tends to dilute the incentive effect of the
higher incomes. Third, the farm wage system which,
in 1953, was capricious, inequitable, uncertain, and
complex, has not been markedly improved. Workers
cannot easily determine how to maximize their in-
comes, nor do they tend to work toward the goals set
by the planners.
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Agricultural policy for the near future stresses
continued emphasis on incentives. Yet the factors
that impaired the efficacy of past pay raises seem
likely to continue. Consequently, labor costs in
agriculture will probably continue to rise and no
sharp decline in farm employment is likely.

The priority to be accorded agriculture has been
a subject of some controversy among the leadership.
Party Secretary Brezhnev has been closely identified
with agriculture since his speeches announcing major
new programs at the March 1965 and May 1966 plenums.
Since mid-1966, however, Brezhnev has projected for
the most part a cautious, if not ambiguous, approach
regarding implementation of the original programs.
Although he continues to reaffirm the general line that
"we must do more for agriculture," the tone and con-
tent of his speeches in the past two years have lacked
the earlier sense of urgency, and he, as well as other
Politburo members who have hewed to his position,
have taken a "middle-of-the-road" course.

In contrast, D. S. Polyanskiy, the Politburo
member most closely associated with Soviet agricultural
policy, has consistently argued in favor of carrying
out the new programs as originally spelled out. He
has strongly denounced those "comrades" and "elements
of the planning and economic apparatus" who "do not
seem to understand the importance of a most rapid
growth in agriculture" and who put forward "extremely
‘dangerous" arguments for diverting funds from agri-
culture. No member of the leadership has publicly
taken issue with Polyanskiy or has openly urged a cut-
back in the program plans promulgated in 1965-66.
Kosygin, at least, seems to be satisfied with the de
facto cutback implied in the slow rate of implemen-
tation of the program. 1In his public statements during
the past two years, he has consistently dwelt on' the
successes in agriculture since 1965 and has given no
intimation that the tempo of the program should be
stepped up. On the contrary, he has stressed the
need for the allocation of increased resources to
other areas of consumption--services, soft goods,
and consumer durables.

‘The results of the most recent party plenum on
agriculture, held in October 1968, indicate that on
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the whole the leadership is content to emphasize the
importance of agriculture's claim on resources, while
not following up with specific plans for bailing out
the lagging Brezhnev Program. At the plenum Brezhnev
reaffirmed his commitment to the original programs
and emphasized the need for "an increase in the rate
of growth" of farm output "in the shortest possible
time." He also asserted that "to reach a high level
of agricultural production is possible only by placing
a more powerful material-technical base at the dis-
posal of collective and state farm production and
branches servicing it." He even warned against com-
placency and against "balancing the figures at the
expense of agriculture":

Frequently when planning agencies encounter
difficulties in finding capital investment,
they find a way out by ... using funds ear-
marked for agriculture. There are cases,
too, when material resources /That is, other
~than investment goods/ allocated to agri-
culture are switched to other purposes.

These pious words were not followed with action.
The plenum's resolution merely emphasized Brezhnev's
call for better utilization of all "resources" and
repeated his demand for "long-range master plans" of
one kind or another. Calling for "the mobilization
of reserves" and for "long-range studies" are standard
ploys often used to avoid hard decisions about re-
source allocations. The plenum did not call for
specific remedial measures to overcome the lag in im-
plementing the original Brezhnev Program., Moreover,
the plans for 1969 contain no such measures. Although
differences of opinion as to agriculture's priority
probably persist among the leaders, the official
statements on agriculture following the plenum have
displayed no sense of urgency about agriculture's
problems and prospects.

B. The Problem of New Technology

From the outset of its industialization drive
the USSR has used every device available to keep
abreast of world wide developments in technology, while
simultaneously maintaining a policy of cultural and
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political isolation.* In the early 1930's the USSR
borrowed technology from abroad on a massive scale

via imports of machinery and equipment to further its
goal of industrializing at breakneck speed. After a
period of retrenchment that lasted from the late

1930's until the mid-1950's the USSR again went into

the borrowing business on a broad front. It did so
primarily by sharply increasing its imports of machinery
and equipment from the industrial West.

Soviet technology has been further boosted by the
purchase of foreign patents and licenses, by the con-
clusion of scientific and technical agreements with
Western firms, -and by the exploitation of foreign
scientific and technical literature. A special in-
stitute under the Academy of Sciences conducts a
large-scale program of abstracting and disseminating
such literature; in 1967 some 16,350 foreign period-
icals and 6,500 books were abstracted. Over the
past decade the USSR also has actively participated
in a program of scientific and technical exchanges
with the United States, from which it must have
benefited in terms of technological advance in civilian
fields.

Finally, the USSR, particularly since 1955, has
built up a large domestic capability to develop tech-
nology through a massive research and development
establishment, which has worked out its own inno-
vations and adapted foreign technologies to Soviet
use. As a result, Soviet technology may be ahead
of the West in a few military-related areas, such as
large helicopters. Nevertheless, although the USSR
now sells patents and licenses on its own technologies
to the West, the innovations emanating from its re-
search and development establishment have been few.

No precise measure of international differences
in levels of technology has yet been devised, nor
has a precise definition of technology gained general
acceptance. An assortment of aggregative measures
can be used, however, to give some quantitative content

* This report defines technology simply as the methods
of converting raw materials into semifabricants and
final products and the design of final products.
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to the impression obtained by all Western observers
that the USSR is not on a par with the West in over-
all technology. The measures are: gross national
product (GNP) per unit of labor and capital (factor
productivity), GNP per worker (labor productivity),
and value of capital stock per worker. The measures
are summarized in Table 15. The data for Western
Europe relate to 1964, and those for the USSR are for
1967; the estimate of factor productivity is based on
an estimate for 1960 made by Abram Bergson* and extrap-
olated to 1967 by means of estimates of growth of
inputs and output.

Each of these measures has serious limitations
as an indicator of relative levels of technological
development among countries. The measure "capital
stock per worker" implies that all technology actually
available for use is embodied in the capital stock,
an assumption that would serve to define technology
in an essentially physical and quite narrow way. More-
over, the technological composition (proportion of
the old compared with new) of the stock varies among
countries, and in any event international comparisons
of values of capital stock, to say nothing of domestic
valuations of the stock, are especially tenuous. The
other two measures--GNP per worker and GNP per unit
of capital and labor--pertain to relative productivity
levels among countries. Obviously, productivity dif-
ferences are attributable to many factors other than
technology in the fairly narrow way defined in this
report--for example, differences in natural resource
endowments, levels of education, and managerial methods
in the broad sense. Indeed, allowance for the effect
of differences in the quality of the labor force (level
of education and extent of female employment) reduces
the "productivity gap" significantly, but the pattern
is essentially the same. The USSR and Italy are at
about two-fifths and Northwestern Europe is at about
three-fifths of the US level.

With all appropriate reservations, differences in
the technology actually being employed unguestionably
constitute a major element in these international
differences in productivity. They indicate clearly

* Bergson, Planning and Productivity Under Soviet
Socialism, Columbia University Press, 1968, p. 22.
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that the average level of technology in the Soviet
economy is far below that of the United States and

also well below that of Western Europe. Moreover,

these measures make inadequate allowance for the
quality of what the technology produces. Were full
allowance to be made for product quality, the average
level of Soviet technology would be, comparatively,
even lower than the level indicated above.

Although no attempt to quantify has been made
because of lack of data, the average level of
technology in use in the industrial sector alone is
probably somewhat higher in the USSR relative to the
West than is that for the economy as a whole. There
are, however, enormous variations among the branches
of industry, and within individual branches, in the
level of technology vis-a-vis the West. Moreover,
in all countries there are wide differences among
individual plants in the age of the technology used,
but the variation is much greater in the USSR than
in the West. Within a given branch of industry some
Soviet plants may use technologies equal to or even
superior to the average for that industry in the
United States or Western Europe. Within each branch,
also, the Soviet average level relative to the West
will differ widely among product groups. In no major
branch, however, is the average technological level
on a par with the average level in use in the United
States or Western Europe. Roughly speaking, Soviet
technology probably comes closest to Western levels
in machinery (including electronics and military
equipment) and in metallurgy, and it lags farthest
behind in coal mining, forest products, textiles and
clothing, and food processing. Chemicals, petroleum,
electric power generation, and construction materials
seem to occupy a middle position.

Within the conceptual and other limitations al-
ready specified, the aggregative measures of pro-
ductivity can also be used to provide some notion
of relative rates of technological progress. Thus
they can reveal something about whether the techno-
logical gap between the USSR and the industrial West
is widening or narrowing. Table 16 presents compari-
sons of average annual rates of growth of GNP per
unit of capital and labor combined (factor productivity)
for the USSR, the United States, and Western Europe
for various periods.
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These data show that the rate of productivity
growth in the USSR exceeded that of the United States
during the 1950's, but was well below that for the
1960's. The Soviet rates were far below those of
Western Europe, and especially below those for Italy
and Western Germany, throughout the period. Indeed,
the Soviet rate of growth in productivity is well
below that for all major countries of Western Europe
except the United Kingdom for the period 1950-64 as
a whole. During 1960-64 the Soviet rate was less
than half the rates achieved in all countries of
Western Europe, including the United Kingdom.

Thus, assuming that trends in productivity reflect
trends in technological development, the gap between
the Soviet and US levels narrowed during the 1950's
but has been widening during the 1960's. Compared
with Western Europe, the relative position of the
USSR has been worsening steadily since 1950. The
relative deterioration of the Soviet position was
greatest of all with respect to Italy, the country
nearest to it in level of productivity in the mid-
1960's. In summary, the USSR apparently has not
shared in the technological revolution of the post-
war period nearly to the extent that Western Europe
has. The performance of Western Europe illustrates
the catching up that could be expected of industrial
countries which were temporarily behind in technology
because of the war. The USSR, even further behind,
has not caught up much, if any, military and space-
related technology excepted.

The relative technological levels and trends among
industrialized countries, at least in the manufacturing
sector, are also reflected in the nature and extent
of their trade with one another in machinery and equip-
ment. The machinery industries are probably the most
"technologically intensive" of the manufacturing in-
dustries. The industrialized countries of the West
and Japan carry on a large trade in machinery with
one another; each country is both a substantial im-
porter and a substantial exporter in this trade. Also,
as industrialization proceeds, the large surplus of
machinery imports over exports, characteristic of a
developing country, tends to decrease as the country
develops its own capability to produce and sell ma-
chinery and equipment abroad. The pattern of trade
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for the USSR shows no such characteristics. In So-
viet trade with the Developed West there is a large

gap between the share of machinery in total imports

and its share in total exports; machinery makes up
one-third or more of total imports from the Developed
West and a mere 2-3 percent of total exports to these
countries. This large imbalance has remained essen-
tially unchanged for the past decade. Its persis-
tence suggests no significant improvement in the

level of Soviet manufacturing technology relative

to that of the West, including the ability to diversify
and specialize production, and the ability to provide
service for the machinery. This imbalance also per-
sists, although to a lesser extent, in Soviet trade

in machinery with the industrialized countries of
Eastern Europe--East Germany, Poland, and Czechoslovakia.

Since the mid-1950's the USSR has been making
great efforts to upgrade its industrial technology,
both by substantially boosting expenditures on do-
mestic research and development and by importing
machinery and equipment from abroad. The former was
directed very largely toward the military-space
sector. During 1955-67 the USSR imported nearly $4
billion in production machinery and equipment (ex-
cluding ships and marine equipment) from the West.
Nearly 15 percent represented imports of plant and
equipment for the consumer goods industries, and 30
percent represented imports of chemical equipment.
The USSR, however, experienced considerable delay
and difficulty in getting the imported plant and
equipment installed and operating at capacity. The
machinery and metalworking industry experienced a
much more rapid growth in productivity than did in-
dustry as a whole during 1951-67. The rate of growth
of capital stock in that sector was more than twice
the average for industry. Hence, the average age of
capital stock was declining rapidly, and presumably
the average technology embodied in it was becoming
more modern. The same above-average growth of
capital stock in the petroleum and chemical industries,
however, was not reflected in above-average growth
in productivity.
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The worsening of the Soviet productivity position
during the 1960's relative to the West could reflect
a relatively greater lagging behind in technology.

It could, however, also indicate the following:

(1) Divergent trends in the quality of the labor
force. Although the educational attainment of the
or force and extent of female employment have in-
creased somewhat faster in the Soviet Union than in
the United States and Western Europe, available evi-
dence indicates that the trends proceeded evenly-
throughout the period,

(2) Disparate trends in management of economic
resources in the broad sense. The Soviet Union has
been considerably less successful than the United
States and Western Europe in shifting labor from
agriculture to nonagricultural sectors, but the
timing of the shift did not differ greatly among the
countries.,

(3) Economies of scale. All of the countries
compared evidently benefited from this factor, the
USSR perhaps less so than Western Europe; but again
there is no evidence that this factor was much more
important in the 1950's than in the 1960's.

In short, a hodgepodge of variables with divergent
trends and effects is mixed up in the measure of
productivity trends.* Management and technology are

* During 1950-62, both Italy and the USSR reduced

the share of agriculture in total employment by 14
percentage points (from 43 to 29 for Italy and from

54 to 40 for the USSR). Edward F. Dennison attributes
about 1 percentage point in the growth of Italy's GNP
over this period to this "improved" allocation of
resources. If a similar gain can be inferred for the
USSR from the reallocation of labor, very little of
the productivity residual remains to be explained by
other factors. Indeed, it is possible that, if accu-
rate allowance could be made for quality changes in
the labor force, economies of scale, and misallocation
of resources in the USSR, their total would signifi-
cantly exceed the productivity residual. If so, this
would imply, not the absence of technological progress,
but a gross mismanagement of the technical progress
(investment programs) and probably a worsening of the
degree of mismanagement. '
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important ones, however, and the ones that seem most
likely to explain the worsening of the Soviet position
vis-a-vis the West during the 1960's. In particular,
the Soviet ability to manage investment programs seems
to have deteriorated; there is evidence that the trans-
lation of investment rubles into plants in operation
has been relatively. more costly and has taken longer

in the USSR since 1960, whereas. such evidently was

not the case in the United States and Western Europe.
The two factors--management and technology--are closely
intertwined, and their respective effects cannot: be

. separated.

Soviet leaders are fully aware of the USSR's great
technological lag behind the West. Clearly, they
must also be distressed about the small return that
the USSR has been getting in recent years from the
use of its traditional method of problem-solving--
the injection of massive resource inputs. 1In the
1960's the USSR has nearly tripled ts outlays on
"science," and total employment in scientific re-
search and design organizations has nearly doubled.
Gold reserves have been depleted to import plant and
equipment from the West. Investment has continued to
rise considerabdy faster than GNP, hence increasing
its share in total output. VYet the return on new
investment has declined sharply during the 1960's,
in contrast to stability or a rise in the United
States and Western Europe. Although stepping up the
rate of technological advance in the economy has been
recognized as the key need, how to achieve this has
been far from clear. The voluminous press reporting
of the 1960's on the problems in developing and
introducing new technologies echoes the voluminous
reporting of the 1950's on the same theme.

The current Soviet leadership is hoping to achieve
a breakthrough in solving this chronic problem in a
series of major economic reforms, some of which have
been introduced piecemeal during the past three years
and others of which are still in the process of im-
plementation. One explicit objective of these re-
forms is to raise efficiency, primarily by speeding
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up the introduction of new technologies. One of
them--the restoration of the industrial ministries--
was effected in 1965, with the declared intent of
restoring unity and direction to policy on new tech-
nology; the diffusion of responsibilities in this
field was alleged to have been the major shortcoming

of the system of regional economic councils (sovnarkhozy)

introduced by Khrushchev in 1957, According to. Soviet
testimony, the benefits of the reorganization in this
area have yet to be realized. Other reforms concern
(1) revision of planning and incentives, (2) reform

of the industrial price system, and (3) changes in
organization and the system of incentives in the
research and development complex. Infinitely compli-
cated in detail, these three reforms are fairly simple
in intent and concept, and tentative conclusions can
be drawn about their likely impact on the rate of
technical advance in the Soviet economy. The conclu-
sions about the probable effects of the first two are
based in part on an assessment of the experience thus
far; the third one is still mainly on the drawing board.

The reform of planning and incentives, launched
by Kosygin in late 1965, has now been extended to
most of the industrial sector. 1In brief, the re-
forms broaden the authority of enterprise managers
with regard to plan formulation, establish sales or
profits and return on invested capital as the main
success criteria for enterprises and the determinants
of bonuses, and levy an interest charge on invested
capital. Among other things, the new profit criteria
and the interest charge are intended to lead enter-
prises to reduce costs by adopting new technologies
and scrapping obsolescent equipment. The emphasis
on sales and profits, in place of gross output, is

supposed to spur the output of new and improved products,

By all accounts, the new measures have had no such
effect thus far, nor are they likely to have in the
future. The reason is that the reform retains most

of the features long characteristic of the Soviet
system that have inhibited innovation in the past:
centrally fixed plans for output, investment, and

new technology; central physical allocation of key
materials and machinery; and establishment of success
criteria for enterprises that are based on fulfillment
of plans. Moreover, great emphasis continues to be
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put on "tight" plans, and enterprise plan assignments

are boosted after technological improvements are adopted.
Finally, the greater independence of action granted

to enterprise managers on paper is already being cur-
tailed by the ministries, both through direct inter-
ference and through issuance of a host of detailed -
rules and regulations on how the new freedom is to

be exercised.

With bonuses linked to plan fulfillment and with
supply uncertainties undiminished, enterprise managers
are unlikely to be any more eager to adopt new methods
than before. Because of the perversities of Soviet
prices, the charge on capital may lead them even to
avoid the purchase of new machinery, whose payoff. re-
mains as hard to determine as before. Indeed, de-
cisionmaking at the enterprise level is made much more
difficult under the reform, because the new success
criteria are inconsistent and extremely complicated
and because many of the old arrangements were retained
--special bonuses for introducing new technology, for
adding new products, .and for upgrading the quality of
old ones. In short, the new so-called "economic levers"
will not automatically foster innovation; it will con-
tinue to require "introduction" by the planners.

Along with these general reforms in planning and
incentives, the USSR has adopted a new set of indus-
trial prices and a new price system. The new, higher
prices include an allowance for interest on capital
for the first time. The new price system consists of
the establishment of an enlarged and unified bureau-
cracy with broad price-fixing powers and the declared
intent to use prices to influence enterprise behavior.
The new Price Committees are explicitly charged with
"raising the role of prices in promoting technological
progress in all its many-sided aspects."

Press discussion thus far indicates unmistakably
that the committees have every intent of carrying
out this mandate literally. They are attempting to
set prices in great detail. Prices fixed for indivi-
dual machines and equipment are to be those that will
encourage enterprises to buy new machines and get rid
of old ones. Similarly, prices on consumer goods and
industrial materials are to be juggled to accomplish
the same objective. The prices on new products are
to be set high enough to encourage their production,
but not so high as to discourage their purchase.
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All this is to be done product by product by the
new government price fixers, and changes are to be
made as frequently as necessary. Already it has been
announced that "to stimulate technical progress" enter-
prises will be informed that successive price reduc-
tions on their products will be made on specified dates.
To set prices that will really accomplish these in-
tended objectives means, in effect, to set market prices
without markets. The magnitude of the task defies
description, but an army of government clerks seems
determined to take it on. The result will be further
complication of the decisionmaking process and further
bureaucratization of the system.

The guidelines for far-reaching changes in organi-
zation and incentives in the research and development
establishment were set forth by government decree in
October 1968. The State Committee for Science and
Technology is to coordinate the drafting of detailed
instructions for implementing these policies, and
experimental changes are to begin in 1969. The program,
in effect, extends the principles of the economic re-
form in industry to the R&D sector. Wages and bonuses
for individual scientists and the profits of research
institutes are to be based in part on calculations of
the economic effectiveness of their work. Organiza-
tional changes will be made throughout the research
establishment, as required, to reduce the cost of the
program and to link its work more closely with the
needs of producing enterprises.

Although it is too early to evaluate the full
significance of the new program, its possible favor-
able long-term results may be limited by bureaucratic
inertia and resistance to some of the proposed new
techniques. Delays, temporary confusion, and much
dissatisfaction are likely to result from the numerous
reorganizations and other changes to be brought about
by the implementation of the resolution. It subjects
academy and university research institutes to periodic
review using the same criteria of effectiveness applied
to industrial research establishments. The research
programs in these institutions therefore can be ex-
pected to give more emphasis to applied research.

The high status traditionally enjoyed by scientists
and engineers in the USSR and the absence of economic
success indicators and accountability have led to a
degree of independence of action for the Soviet R&D
community. The new program will tend to decrease this
independence, which may or may not be beneficial.
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C. The Burden of Defense and Space Spending

The persistent escalation of the military competi-
tion with the West has been and continues to be a
factor retarding Soviet growth. In an economy as taut
as the USSR's, military programs represent a direct
and certain diversion of resources away from other
programs. Indeed, to maintain military production
often requires greater sacrifice than to carry on an
equivalent value of civilian production. For example,

. investment in new plant and equipment for defense must

be greater than in a comparable segment of civilian
industry simply to meet the enormous problem of obso-
lescence in military products and to provide for stand-
by defense capacity not found in civilian industry.

After the Korean War, total defense expenditures
declined somewhat in the USSR, thereby helping the
investment boom of the 1950's. Expenditures jumped
sharply in 1962, leveled off in 1963-65 and spurted
again in 1966-68 (see Table 17). After 1952, however,
outlays for procurement of advanced military equip-
ment and for research and development in the military
space sector rose far more rapidly than total defense
expenditures. The work on the increasingly sophis-
ticated aircraft, missile, and space equipment skimmed
off the best of the available production facilities,
designers, and scientists and certainly retarded in-
vestment programs and technological progress in the
civilian sector.

The impact of military-space programs falls pre-
dominantly on Soviet industry and particularly the
machinery sector of industry. In 1968 about 10 per-
cent of the final output of industry was given over
to defense and space needs, while procurement of mili-
tary machinery and equipment claimed 21 percent of
machinery output. In certain key areas such as elec-

tronics the share of output channeled into military-

space programs is still larger. While a sizable

portion of current industrial production is being

set aside for strategic purposes, about three-fourths

of the research and development establishment works

on military and space programs. The denial of these
skilled resources to the civilian economy contributed

to the Soviet failure to maintain rates of technological
progress in the 1960's,
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In the years ahead the USSR might be faced with
an acceleration of the arms race. Keeping pace with
the West could easily raise Soviet defense spending
by about 25 percent or 5 billion rubles per year by
the mid-1970's. The resources represented by 5 bil-
lion rubles are large. For example, 5 billion rubles:

(1) nearly equals current annual expenditures
for construction of weapons systems sites plus pur-
chases of all military weapons and equipment,

(2) is about three times as much as current annual
fixed investment in the iron and steel industry,

(3) 1is twice as much as current investment in the
industries manufacturing consumer goods, and

(4) equals almost one-third of all current fixed
investment in heavy industry.

A rise in military spending of this magnitude, then,
would necessarily affect civilian investment programs
adversely and restrain productivity gains by preventing
the release to the civilian economy of a larger share
of the better scientific and engineering manpower.

On the other hand, an arms control agreement would
permit a faster growth of capital stock and might have
an even greater effect on productivity. Although under
such an agreement, the USSR would presumably continue to
pursue a vigorous military research and development
program, some of the managerial, engineering, and
skilled production personnel that would otherwise be
engaged in military production could be released to
the civilian sector.

Nonetheless, the burden of Soviet military (and
space) programs should be appraised against the back-
ground of a rapidly increasing national product.
Soviet GNP in 1968 was 2 1/3 times as large as GNP in
the Korean War year of 1952, while expenditures on
goods and services for defense and space were only 30
percent greater. As a result the share of GNP at
factor cost devoted to defense and space activities
dwindled from 15 percent in 1952 to 8 percent in 1968
(see Table 18). New fixed investment--always a favored
claimant of Soviet output--took an even larger share
of GNP. This was due in part to a rise in capital-
output ratios and declining rates of growth of GNP.
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Although expenditures in defense and space of the
order of 20 billion rubles (the 1968 level) represent
a very large absolute waste for the Soviet economy,
the change in overall shares of GNP over time suggests
that the relative burden is not as critical as it once
was.* The Soviet economy is now so large (half the
size of current US GNP and the same size as US GNP
at the beginning of the Korean War) that even moderate
rates of growth should provide the leadership with a
good deal of elbow room. In the 1950's, decisions to
raise expenditures on defense by a given amount of
rubles implied a far greater burden on capacity than
they do today. As-a result, the USSR is not likely
to be deflected from any future military program
that it considers genuinely required for its security.

* Estimated total expenditures for defense are derived
by direct costing of known and estimated Soviet mili-
tary programs, in constant 1955 prices. This includes
an allowance for Soviet space programs and for military
R&D, most of which are not financed through the Defense
category of the Soviet budget. While the R&D and space
cost estimates explain most of the divergence between
the explicit budget allocation for defense in 1968--
16.7 billion rubles--and estimated total expenditures,
price effects and uncertainties about Soviet accounting
practices~-relating to such things as military aid and
military reserves--introduce additional problems of
comparability. For example, the 1968 figure for bud-
get outlays for defense includes the effects of the
1967 price reforms.
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Appendix

Statistical Tables

NOTE

Rates of growth and other statistical compari-
sons’ in the tables which follow have been carried
out numerically to the degree required to make
valid comparisons. The presentation of the data
to the first decimal point, however, does not
necessarily reflect a comparable degree of accuracy

. in either the absolute level of a given aggregate
value or in the absolute difference between two
values.

The base year used in deriving average annual
rates of growth is the year preceding the given year.




Tablevl

USSR: Indicators-of_Ecohomic Growth#
 1961-68 B

Average Annual Rates of Gfowth,(Percent)”;u

1961-65 1966-67 1968
Gross national product 5.0 5.8 5.5

Producing sectors

Agricultural sector a/ 3.4 4.6 4.0

Nonagricultural sectors 6.0 6.5 6.0
Industry 6.6 7.1 6.1
Other 5.5 6.1 6.0

Principal end uses

Consumption (per capita) 2.8 5.1 4.8

Investment 6.3 7.9 8.4
Producer-oriented 7.3 5.2 N.A.
Consumer-oriented b/ 5.6 10.0 N.A.

Defense 2.9 6.6 3 to 5

a. This measure of agrizultural output excludes
intra-agricultural use of farm products but does
not make an adjustment for purchases by agriculture
from cther sectors. Net output, or value added in
agriculture, grew by an average of 2.4 percent a
year in 1961-65 and 3.7 percent a year in 1966-67
and in 1968.

b. Consumer-oriented investment comprises invest-
ment in agriculture, light and food industry,
housing, and services.

* The base year for the calculations shown in each
column is the year before the stated initial year
of the period; that is, the average annua% rate of
increage for 1961-68 is computed by relating the
data in 1968 to the base year 1960.
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Table 2

USSR: Indicators of Capital Formation

1961-68

Average Annual Rates of Growth (Percent)

Gross additions of new

fixed capital a/

Backlog of unfinished

construction b/
Labor productivity
in construction

1961-65 1966 1967 1968
6.5 7.1 8.8 6.0
6.7 9.8 10.0 14.5 ¢/
5.2 5.1 6.5 4.0

a. Gross additions of new fized capital différs
from gross fixed investment in that it is supposed
to count only those investment projects which were

completed.

b. Some equipment installed in unfinished plante
s included in this category.

¢. Estimated.




SECREF

Table 3

USSR: Production of Major Crops
and Livestock Products
1965-68

1965 1966 1967 1968

Annual Rates ofiGrowth

(Percent)
Crops’ -6 12 3 5
Livestock products a/ 16% 7 6 2%

Million Metric Tons

Major crops and live-
stock products b/

Grain 100 140 122 135
Potatoes 88.7 87.9 95.5 101.6
Sugar beets 72.3 74.0 87.1 93.6
Cotton 5.7 6.0 6.0 6.0
Vegetables 17.6 17.9 20.5 18.5
Meat 8.8 9.5 10.1 10.2
Milk : 68.2 71.4 75.1 77.2
Eggs (billion) 29.1 31.7 33.9 35.5

a. Exeluding changes in inventonries of herds.
b. Estimates of production are lower than offietial
elaims for grain, meat, and milk.
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Table 4

USSR: Planned and Actual Flow
of Resources to Agriculture
1966-70

_ 1968
1966-67 1966-70
Actual Plan Actual Plan

1

Average Annual Rates of Growth

(Percent)
Machinery deliveries
Tractors 93 7 1 13%
. Trucks 37 12% -3 41
Other agricultural
machinery 3 -9 6 13
Mineral fertilizer
deliveries 11% 4% 8 15

Million Acres per Year

Land reclamation a/ 2.7 2.8 2.6 4.4 b/

a. Gross addition to irrigated and drained area.
b. The 1966-70 plan specified gross addition of
21 million to 23 million acres for the plan period.
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. . Table 5

USSR: Growth in Industrial Production
1961-68

Average Annual Rates of Growth (Percent)

1968
(Prelim-
1961-65 1966 1967 inary)

Industrial produc-

tion 6.6 6.9 7.2 6.1
Industrial materials 7.0 6.7 6.9 4.9
Fuels and power 6.7 5.1 5.4 4.3
Metals 8.1 8.9 7.8 5.4
Forest products
and paper 3.9 3.0 6.5 4.2
Construction
materials 8.1 9.9 8.0 3.6
Chemicals 10.9 9.0 9.5 8.7
Machinery 7.1 8.5 8.2 8.5
Nondurable consumer
goods " 4.8 5.1 6.3 5.3
iiﬁ Soft goods 3.2 7.4 6.7 5.7
Processed foods 6.7 2.6 5.8 4.8
SECGRET-
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Table 6

USSR: Recent Growth of Output
of Important Products of Industry
1966-68 and Plan for 1966-70

Average Annual Rates of Growth  (Percent)

1966-70
1966~-67 1968 Plan &/

o Fuels and power

Coal 1.5 -0.2 3.0
Crude oil 8.9 7.3 7.6
Gas 10.9 7.4 12.4
Electric power 7.7 8.6 10.6
Ferrous ores and metals
Iron ore 4.7 5.2 7.9
Pig iron 6.3 5.3 7.6
Crude steel 6.0 4.2 6.8
Rolled steel 7.4 4.0 6.5
Other basic materials
;;g : Commercial timber 2.4 -0.4 1.2
2 Cement 8.2 3.2 7.2
- Machinery
Trucks 7.3 9.3 10.5
Chemical equipment 5.4 4.0 16.0

a. Midpoint of range.
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‘Table 8

USSR: Indicators of Changes in Consumer Welfare

1961-68

Average Annual Rates of Growth (Percent)

1961-65 1966 1967 1968

Per capita real income a/ 3.6 6.0 5.8 6.1

Factors affecting the
growth of real income

Average earnings of
wage and salary

workers a/ 3.6 3.8 4.2 7.5
Public consumption '
funds a/ b/ 8.7 8.9 8.9 11
Per capita consumption 2.8 4.9 5.3 4.8
Food i 2.0 3.7 4.0 3.3
Soft goods 1.4 6.0 7.8 6.2
Durable goods 8.0 9.7 9.3 7.0

a. Soviet offieial data.

b. Inecluding the finaneing of items such ae pen-
stons, stipends, leave pay, education, and medical
services.
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Table 11

Soviet Hard Currency Current Account Balance,
Imports of Wheat, and Sales of Gold

Million US §$

Current Account Imports of Sales of

Year _ Balance Wheat a/ Gold b/
1959 -77 12 303
1960 ~-332 0 149
1961 -297 31 - 310
1962 =335 0 239
1963 -364 187 523
1964 . -569 570 520
1965 -229 409 490
1966 -280 495 45
1967 +104 147 10
1968 g/ -95 110 10

a. Ineluding wheat flour; excluding transporta-
tion costs. '

b. Minimum estimates.

c. Preliminary.

Table 12
Estimated Soviet Drawings
and Scheduled Repayments on Western Medium-Term

and Long-Term Credits a/

Million US §$

New Net
Year Credits Repayments Interest Credits
1963 140 130 14 -4
1964 170 147 15 8
1965 b/ 200 150 : 17 33
1966 265 149 21 95
1967 255 144 29 82
1968 ¢/ 285 180 36 69

a. Based on contractual and other information.
Plus or minus 10 percent.

b. The first known drawings on long-term credits
took place in 1965.

e. Preliminary.
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Table 13

Soviet Orders for Machinery and Equipment
from the Industrial West a/ .

Million US $

Category , 1966 1967 1968

Total 904 563 668
Chemical and petrochemical 123 94 86
Timber and wood processing 69 6 143
Textile manufacturing 59 104 9
Automotive manufacturing

facilities 462 47 74 b/
Ships and marine equipment 24 75 139
0il refining and pipeline

equipment : 19 12 35
Metalworking and metal-

lurgy 17 22 33
Food processing 52 41 30
Electronics 10 20 9
Others ¢/ 68 142 110

a. FExcluding Finland. Because of rounding, com-.
ponents may not add to totals shown.

b. 1Including plant to manufacture rubber producte
valued at $54 million. The plant could also be sub-
sumed under the category "chemical and petrochemi-
eal."”

e. Including a wide variety of plants and equipment
with consumer orientation -- for example, production
of footwear, refrigerators, ballpoint pens, and the
like. Also including printing equipment, telephone
equipment, medical equipment, and special trucks.
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Table 14

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

1961-70
_Percent
1966-70
11961-65 1965 1966 1967 1968 Plan
Fixed assets a/ 10% 9 6 7 - Tx 13%
Current pur-
chases b/ 8% 11 10 7 5 9%
Annual invest-
ment ¢/ 11% 9% 9% 7 10% 17%
Construction 9% 12% 14% 8% 12% 16X
Machinery and ‘
equipment 14% 6 3 5 7% 18%

a. Change in the gross value of reproducible physical
assets (buildings, structures, and machinery and equip-
ment) and draft animals.

b. Change in purchase of materials from outside agricul-
ture for use in current production activities -- ferti-
lizer, electric power, fuels and lubricants, current
repair services, and industrially processed feeds.

e. Productive investment only. Average annual rates
of growth for 1961-65 and plan 1966-70 are constamt
growth rates calculated to exhaust cumulative invest-
ment, deliveries, or production for the two five-year
periods when projected from the base years 1960 and
1965, respectively.
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Table 15

Approximations of Relative Levels
of Technological Advancement
of the United States, Western Europe, and the USSR
in the Mid-1960's a/

GNP per Unit _
of Capital GNP per Capital Stock

and Labor Worker per Worker
United States 100 100 100
Northwest
Europe 55 48 45
Italy , 35 33 31
USSR 34 33 31

a. All percentage comparisons of levels of GNP,
productivity, and expenditures for various purposes
gtven in this report are the geometric means of two
comparisons -- one carried out in US prices and one
carried out in the domestic prices of the countries
being compared.

Table 16

Comparison of Average Annual Rates of Growth
of Factor Productivity of the
United States, Western Europe, and the USSR

1951-60 1961-67
United States 1.7 2.7
USSR 2.2 1.4

1950-64 1960-64
United States 2.0 3.0
Northwest Europe 3.2 3.0
Italy 4.4 4.5
USSR 1.9 1.0
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Table 17

USSR: Average Annual Rates of Growth in Defense
and Space Outlays, 1951-68

v1951-68 - 1951-52 '1953*55 '1956;61 - 1962-65  1966-68

Total defense

and space 2.6 11.0 1.4 -0.8 2.8 4.7

s Procurement of

| : military hard-
: ' ware . 5.5 - 45.0 7.5 -1.2 -1.1 4.1

Military—space '
R&D 15.3 9.7 20.0 20.0 13.1 8.2

Table 18

USSR: Shares of Major End Uses in Total GNP
at Factor Cost, Selected Years, 1950-68

Percent

1950 1952 1955 1960 1964 1968

Consumption 60 61 61 59 56 56
New fixed investment 12 14 16 23 23 26
Defense/space 14 15 13 9 8 8
Other a/ 14 10 10 9 13 10

a. Includes inventory change, capital repair, civilian RED,
and net exports.




