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RECBNT ECONOMIC TRENDS I N  THE USSR AND EASTERN EUROPE 

Report by the  C h a i r m a n  of the  Economic Committee 
- 

". INTRODUCTION 

Economic performance i n   t h e  USSR and Eastern Europe 
seems recent ly  t o  have  improved, Early  reports   indicate  an 
agricultural   recovery and accelerated growth of i n d u s t r i a l  
production i n   t h e  USSR, implying f a s t e r  growth of Soviet GNP 
i n   t h e  first p a r t  of  1970 than  in   the  corresponding  per iod of 
1969. 

2, According t o  recent information, it appears that  the 
decline i n   t h e  growth r a t e  of Soviet GNP i n  1969 was much Inore 
pronounced  than  indicated i n  C-M(70)17, dated 11th May, 1970. 
This downturn seems t o  be r e l a t ed  t o  a lower  than  expected 
indus t r i a l  growth r a t e  and a ne t   dec l ine   in   agr icu l tura l   ou tput .  
Whereas i n   t h a t  document the growth r a t e   i n  1969 was e-stimated 
st - a   l i t t l e   l e s s   t h a n  5%, against  5.5% i n  1968,  recent  figures 
would tend t o  i n d i c a t e   t h a t   i n  1969 the  Soviet  growth r a t e  . 
declined  considerably,  According t o  one es t imate( l ) ,  it was 
approximately  halved,  falling t o  2e39/0, the  lowest  rate  .since '. 
1963 (2.2%) , Such information, i f  confirmed, would tend t o '  
indicate   that   Soviet  economic performance i n  1969 has been .much 
more unsat isfactory  than  previously  real ised and would j u s t i f y  
the  blatant   cr i t ic ism  voiced  in   . the  USSR by the   Soviet   leaders  
a t   t h e  end of l a s t  year. 

3* I n  economic pol icy,   the   Soviet   leaders  seem l a rge ly  
t o  be marking  time. The current  period  could be ca l l ed  a 
t r a n s i t i o n a l  one, with experiments with economic decentral isat ion 
de-emphasised i n  Warsaw Pact  countries and announcement of the 
new Soviet Five-Year Plan (1971-75) postponed unt i l   next  March, 

~~ ~ ~ ~ 

(I) "Economic Performance and the  Mil i tary Burden in the  Sovi.et 
, -  

UnionIr, J o i n t  Economic Committee, US Congress, 
September 197G, page 9 
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N A T O  R E S T R I C T E D  

t 

- AGGREGATE OUTPUT: FU3CBNT UPTURN 

4 .  Early  reports  would seem t o  ind ica te  tha t ,  i n   t h e  
first part of  1970, t h e  Soviet econorny picked up  momentum, 
reversing  the slow-dovm of  1967-69. Tle favourable  outlook 
i n   a g r i c u l t u r e  and the  resumption of an accelerated  growth 
r a t e  f o r  industr ia l   product ion suggests t h a t   t h e   r e t e  o f  growth 
of Soviet GNP i n  1970 might range  between 4% and 5$5, the 
Everzge annual  pace during the  1960s.  In  regerd. t o  Eestern 
Europe, avai lable   data   are   insuff ic ient  t o  make a GXP estimE.te 
f o r  1970, but advance  estimates f o r  1969 (4.5%) seem t o  .be 
confirmed. . .  . 

5.  A s p u r t   i n  economic growth t h i s  year would s t i l l  f a l l  
f a r  shor t  of  solving  basic Communist economic problems, Though 
major  objectives of  t h e  Soviet 1966-70 plan  appear  l ikely t o  be 
reached,  the  targets  themselves  have  twice  been  revised down- 
ward subs tan t ia l ly ,  

6. It has been known f o r  some t ime  that   tke  USSR has 
postponed  announcing i ts  economic p lan  f o r  1971-75 uritil next 
March.  However, on 3rd July, Brezhnev  annowxed  1975 
ag r i cu l tu ra l   t a rge t s  which seemed t o  imply  rapid growth o f  
over 10% per  year f o r  s ta te   agr icul tural   investment .  Beyond 
that,  almost no major innovation i n  economic policy has 
mater ia l ised and the  Soviets seem l a r g e l y  t o  be marking  time 
and  delaying  decisions . 

. INDUSTRIAL FLUCTUATIONS: 1970 REBOUND U- 

7. Soviet and Eastern  European  industry  has shovm some / 

signs of recovering ' this   year  from the  1967-69 dece lera t ion   in  
growth  of  production.  According t o  Communist data, gross 
indus t r ia l   ou tput  grew o n l y  about ?/O l as t   year   ( the   lowes t  
increment  since World War II) i n   t h e  USSR and i n  Communis t  
Europe as a whole. Some o f  the  l o s t  momentum has  apparently 
been  regained i n  recent months, however. During  January-June 
1970, industr ia l   product ion o f  Warsaw Pact  countries  expmded 
8.7%. Growth r a t e s  bounced back t o  8,3% i n  Czechoslovzlkiz, 

' ' 8% , in .  Hungary .and 8% f o r  the  .Soviet  Union(1) . In   the   o ther  
Ccstern Europeen countriesp  the  industrisl l  slow-down h2s been 
less pronounced. 

8. Despite  the  rebound,  high-level  officials i n  
Czechoslovakia, Hungary and the  USSR have recent ly   cal led for 
f u r t h e r  improvement and have c r i t i c i s e d  "short-comings". In  

(1) The Soviet  estimate is a predic t ion  (made by Suslov i n  his 
6 th  November speech) for the  whole year 1970 
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-3- C-M( 70)63 

a speech of 2nd October i n  Baku, Brezhnev  continued t o  s ing le  
out  production of o i l  md gas as significant  bott lenecks.  
Fuels wd ferrous  metals wsre the  sectors  where most of -the 
recent   f luctuat ion  in   the  Soviet   industr ia l   output  growth r a t e  
was ref lected.  

9. An sldditfonal  problem i n  Czechoslovakia has been  the 
general  apathy of the   popula t ion   in   the  wake of the  Soviet  
occupation i n  1968. The labour   shor tage   tha t   a f f l ic t s  most 
Warsaw Pact  coulrtries i n  varying  degrees i.s par t icu lar ly   acu te  
here. A decree of  September  1970 limits the number of workers 
i n   c e r t d n   s e c t o r s   i n   o r d e r   t o   p e r m i t  8 shift of labour t o  
pr ior i ty   industr ies   thet   are-uml 'es- taffed.  ' - . ' ~  

." . . I  , . c 

AGRICUL~TUR. ..B : SOVIET O~JTLOOK F.AVOURABLE 

10, According t o  advance reports,   the  Soviet   grain 
harvest f o r  1970 i s  record-breaking - 180 mi l l i on   t ons ( l ) ,  
according t o  the  Soviet  Agriculture  Minister. II" confirmed, 
such a f igure  would imply  growth of more than 10% over  the 1969 
grain  harvest .   In   spi te  o f  a lack of information  on  other 
agr icu l tura l   sec tors ,  it may be  surmised that   aggregate '  
agricultural  performance w i l l  be favourable in   t he   Sov ie t  Union. 
Grain  harvest  prospects i n   Eas t e rn  Europe are  considered  poor 
( R u m a n i a n  output was reduced by f loods  i n   e a r l y  1970)  except 
i n  the  case of  Bulgaria,  but t h i s  problem seems manageable 
because of  the  expected  avai labi l i ty  of  Soviet  grain. 

THE CONSUMER AND INFLATION 

11. In some Eastern  European  countries,  living  standards 
may be  sonewhat  improved - and inflationary  pressures  reduced - 
i f  advance indicat ions of  a step-up of economic growth i n  
general and agr icu l tura l   p roduct ion   in   par t icu lar   a re  confirmed 
f o r  1970. Unti l  t h i s  year, i n  most Warsaw Pact  countries, 
money wages had been r i s i n g  more rapidly  than  output,   creating 
excess demand, shortages o f  consurner goods 2nd i n c r e a s e s   i n  
r e t a i l   p r i ces .  Brezhnev i n  MS 2nd October  speech s t i l l  
acknowledged a $!certain backwardaGSP-in growth 'o'f output . o f  
Soviet  food and l i g h t   i n d u s t r i e s  - a development tkt may also 
be reflected i.n t h e  unusually m p i d  growth (28% a t  an  annual 
r&e) of Soviet  personal  savings  during January-June 1970. 
In  Czechoslovekia, where retail pr i ces   ro se   s ign i f i can t ly   i n  
1969, the   l eaders  admit that popular  consmer goods a re  s t i l l  
ac8rce  but now claim that i n f l a t i o n  is curbed. 

(1) In  Soviet  terms,  i .e,  including  excess  moisture and 
impurit ies,  which might  account f o r  10-20% of the  t o t a l  
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POLICY I)I.WCTIONS 

12, Experiments with decentral isat ion a d  l i b e r a l i s e t i o n  
have  been  slowed down o r  h a l t e d   i n  Wzirsaw Pact  ccuntries, 
Frequent  "sebf--criticis?nn  suggests  that Communist l eaders   a re  
cware of economic imperfections and genuinely  desire t o  
s t imula te   ind iv idud  i n g e ~ ~ u i t y ,  speed UT introduction of  new 
technology .md cut down c;n waste.  Clearly, however, the 
sov ie t s  do not countenance methods which may  seem to ,  jeap.ardise 
d i r e c t  co i i t ro l  of the economy by the P s r t y  anywhere i n   t h e  
Varsaw Pact area. The disillusionment  the  Soviets  suffered. in 
1963 over  the aims o f  the Dubcelr  rfigime h a s  doubtless. 
increased M O S C O W ~ S  suspicion of w h a t  masks under the name of 
economic reform,  Disciplinary  measures seem t o  be s t r e s s e d   i n  
recant Soviet  labour  laws and, on 6th November, Suslov 
publicly  aff i rmed  that  gtmoral factors ' '   ( including  t ighter 
labour discipline,   heightened worker r e spons ib i l i t y )   a r e  a't; 
l e a s t  as important as econornic s t imuli  and mater ia l   incent ives  
in Soviet managoment $nd achimLstration, I n  ?ais speech of 
2nd October, Brezhnev  conspicuously  refrained from prescribing 
measures of decentral isat ion as a so lu t ion  for the  Soviet 
economic problems that  he mentioned, 

(Signed) Y, LAULm 

... . 

NATO, 
1110 Brussels ,, 
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