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RECENT ECONOMIC TRENDS I N  THE, USSR AND 
-EAST, EUKOPEAN C O ~ ~ I E S  

DO CUMENT 

.Following the f a i r l y  r a p i d  progress made i n  1970, 
t h e  slow-down i n  economic   expans ion   an t ic ipa ted   in   the  p l a n s  
for .  1971 have been borne out. b.oth i n  the Eas t e rn   coun t r i e s  
as a whole  and. i n  the USSR by the r e s u l t s   a v a i l a b l e  s o  far 
f o r  this .year.  This general   tendency i s  main1.y d u e   t o  a more 
moderate rate o f  growth of   p roduct ion  and i n d u s t r i a l   i n v e s t -  
ment  and t o  a s lower   i nc rease   i n .   l abour   p roduc t iv i ty ,   In  
c o n t r a s t ,  the r e s u l t s  fol.- a g r i c u l t u r e  seem f a i r l y   s a t i s f a c t o r y  
i n  the E a s t  E u r o p e a n   c o u n t r i e s   i n   g e n e r a l   a l t h o u g h ,   i n  the 
case   o f  the USSR, a r e p e t i t i o n   o f  the excep t iona l ly  good 
,harvests o f  l as t  year cannot  reasonably  be  expected. 

Foreign trade continued t o  expand a t  buoyant   l eve ls  
i n  b o t h  the E a s t  European c o u n t r i e s  and the USSR dur ing  the 
f i rs t  half o f  1971 a l t h o u g h   t h e r e  was r e l a t i v e l y   l i t t l e  
increase   in   impor ts   f rom  Western  Euxppe and Soviet   imports  
f rom t h e  West a c t u a l l y  fe l l .  

I. ,DOMESTIC TRENDS 

A. SOVIET U N I O N  

2. Judging f rom the p a r t i a l   i n f o r m a t i o n  available, 
there   seems t o  be l i t t l e  l i k e l i h o o d - . t h a t  the S o v i e t   g r o s s  
na t iona l   p roduct (1)   can  grow by more than 3 - 3 6  t o  4% i n  1971. 
The planning targets f o r  S o v i e t   i n d u s t r i a l   o u t p u t   i n  1971 
were s e t  a t  very  modest l eve ls  and wh i l e  the USSR was 
consequently able t o  r e p o r t  that  du r ing  the f i r s t  t e n  months 
o f  the y e a r  the ra te  o f   i n c r e a s e   p r o v i d e d   f o r   i n  the p l a n  
(6,9$) had been  exceeded, i n   f a c t ,  the  percentage  announced 
( a l m o s t  8%) i s  s l i  h t l y  below  the f igure achieved f o r  the 
previous   year  (8.3 O ) .  This weaker ra te  o f  i n c r e a s e  has been 
noted i n   n o s t  of the key   sec tors   such  as o i l ,  n a t u r a l  gas, 
au tomated   equipment ,   chemica l   fe r t i l i zer  and p l a s t i c s .  

. .  . 

: 

(1   Wes te rn   de f in i t i on   (yea r ly  average 1960-1 970: Western 
estimates :: 4-576) 
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3. Accordin t o  t h e  mos t  r e c e n t   s t a t e m e n t s  o f  the  
S o v i e t   a u t h o r i t i e s  7 l )  , t h e   r e s u l t s  o f  the 1971 harvest could 
be s a t i s f a c t o r y  desp i te  the poor  weather i n  a number of 
r eg ions .  A r e p e t i t i o n  of the r e s u l t s  f o r  1970 i s  u n l i k e l y ,  
however.  Livestock  production,  on the o t h e r . h a n d ,  may be 
h i g h e r   t h a n  l as t  ‘year. The’ s i z e  -o’f the r ecen t   Sov ie t  
purchases of  wheat and fodde r ,  a t  a t o t a l  c o s t  o f  some 
$370 m i l l i o n ,  f rom Canada and the United  States ,   could 
consequent ly  be explained by a number o f  f a c t o r s :  a p a r t  . . 

f r o m   p u r e l y   p o l i t i c a l   c o n s i d e r a t i o n s ,  there  might be a 
ques t ion  o f  Sovi’et ëXp.ort coimiitments t o  o t h e r  COMECON 
c o u n t r i e s  and the larger 1:ives.tock  requirements a t  home. 
S i n c e   a g r i c u l t u r e  s t i l l  counts  f o r  a s u b s t a n t i a l  amount i n  
the   fo rma t ion  o f  the gross na t iona i   p roduc t ,   s t agna t ion   o f  
a g r i c u l t u r a l   o u t p u t ,  even a t  a high l e v e l ,   c a n n o t  f a i l  t o  
have an a d v e r s e   e f f e c t  on the economic growth rate. 

._, . 

4. I n   t h e  consmner  goods  sector, a p o i n t  t o  be  noted 
i s  the r a p i d  r i s e  i n  automobile  output (54% dur ing  the  per iod  
January-September 1971 1 d u e   p r i m a r i l y   t o   t h e   a c t i v i t y  o f  the 
TOGLIATTI-FIAT p l a n t s .   I n   c o n t r a s t ,  new housing has n o t   k e p t  
pace with f o r e c a s t s  and du r ing  the f i r s t   h a l f  of  1971 , r e t a i l  
sales, s e r v i c e s  and the  product ion  of   household  appl iances  
rose more s lowly   than   in   1970.  The upward t r e n d   i n   i n d i v i d u a l  
s av ings   t . a i l ed  o f f  t o  no more than  8.7% dur ing  t h e  per iod  
January-June. This development shows, i n t e r  a l i a p  t h a t  S t a t e  
s o c i a l   b e n e f i t s  and t h e  wages of col lect ive  farmworkers  have 
n o t   i n c r e a s e d  a t  the p lanned   ra te .  

B. EAS-TERN EUROPE 

5. The ra te  o f .  i n c r e a s e   i n   i n d u s t r i a l   o u t p u t  i s  s t i l l  
h i g h e s t   i n  the m o s t  r e c e n t l y   i n d u s t r i a l i z e d   c o u n t r i e s :  
Rumania  and Bulgaria   have  reported a r i s e  of 10% and  more f o r  
t h e  f i r s t  nine  months of 1971.  However, by comparison wi th  
l as t  yea r9   Bu lga r i a   a lone  seems t o  have  improved on i t s  
performance.  Poland,  Hungary, East Germany and  Czechoslovakia 
have a l l  i n d i c a t e d   s l a c k e r  growth o f  p roduc t ion   and . indus t r i a1  
product iv i ty   which  i s  more o r  less  as a n t i c i p a t e d   i n   t h e  
targets la id  down i n   t h e i r   r e s p e c t i v e   p l a n s .  The growth 
rates f o r  the f irst  s i x  t o   n i n e  months o f  1971 a re  i n   e v e r y  
c a s e  below t h e  r a t e  f o r  i n d u s t r i a l   o u t p u t  announced  by the 
USSR. A s  f o r  a g r i c u l t u r e ,  a l l  t h e   i n f o r m a t i o n   p o i n t s  t o  
good h a r v e s t s   i n  the European  countr ies  as a whole  and t o  . a n  

e x c e p t i o n a l l y  good ha rves t   i n   Czechos lovak ia  and Rmania. 
I n   c o n t r a s t ,  however,  Hungary  and  Poland hav.e r epor t ed  that 
the h a r v e s t  o f  fodde r  g r a i n s  may be less s . a t i s f a c t o r y .  

( 7 , )  see s t a t emen t  by V.V. Gr i sh in ,  member o f  the P o l i t b u r o ,  
d.ated 8th Novemberg  1971. 
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6. Three c o u n t r i e s   c a l l   f o r   s p e c i a l  mention: 

I n   P o l a n d ,   t h e   p o l i c i e s  a d o p t e d  by the new  men a t  
t h e   t o p   l a y  emphasis on the  r e v i s e d   a t t i t u d e   t o  be  adopted 
towards t h e   c o n s m e r  and on the r a i s i n g  o f  the workers’ 
s tandard  o f  l i v i n g   o v e r  the n e x t   f i v e   y e a r s .   S o v i e t  a i d  
t o t a l l i n g  $100 mi l l i on   shou ld   he lp  t o w a r d s  the achievement 
o f  t h i s  aim. 

I n  ’ the resumption o f  c e n t r a l i z e d  
planning and an methods o f  management have 
appa ren t ly   been   e f f ec t ive   i n   r educ ing  t h e   d e c l i n e   i n  economic 
growth  and i n   k e e p i n g .  down. i n f l a t i o n .  .- . .  . . .  . ,  , , . 

In   HunEaqp the programme o f  economic reforms i s  
go ing   ahead   qu ie t ly   bu t   f a i r ly   s t ead i ly .  

II. PROSPECTS FOR EXTERTJAL ECONOMIC RELATIONS 
iy 

A. INTRA-COMECON ECONOMIC IIEUTIONS 

7. After r i s i n g   r a p i d l y   i n  1970 ( 13% i n  t e rm o f  
value)  the overal l  trade of  the East European  countries and 
the USSR continued t o  expand a t  a lmost   the  same r a t e  du r ing  
the first half of 1971. The new f ive-year   plans  provide 
f o r  an  inc rease   o f  8% p e r  annum i n   t o t a l   f o r e i g n  trade 
( imports  p lus  ex o r t s )  (as compared with 9% dur ing  the 
p e r i o d  1966-19707.  However, s i n c e  the planned  increase 
between  the COMECON c o u n t r i e s   a l o n e  i s  over 10% (as compared 
with 8% i n  1966-1970) the ensuing r i s e  w i l l  be more than  
p r o p o r t i o n a t e   i n  th i s  ca tegory   which   a l ready   accounts   for  
almost 60% o f  the t o t a l   f o r e i g n   t r a n s a c t i o n s   o f   E a s t e r n  
Europe and the USSR. 

8. The new COMECON “ o v e r a l l   p r o g r m e ”   a d o p t e d  l a s t  

O 
Ju ly  p r o v i d e s  f o r   g r e a t e r   s t r u c t u r a l   i n t e g r a t i o n .  The 
prospec ts  f o r  a-development   of  t h i s  kind seem remote 
however. The d i f f e r e n t   p r o j e c t s   f o r   m u l t i l a t e r a l  economic 
co-opera t ion   incorpora ted   in to  t h i s  programme seem t o  
c o n s t i t u t e  no nore   than  a t e n t a t i v e  l i s t  with no i n d i c a t i o n  
o f  p r e c i s e  dates o r  firm commitments. I n  add i t ion ,   eve ry  
member o f  COMECON i s  f r e e   t o   o p t  o u t  o f  any o f  t h e s e   p r o j e c t s .  
Comments from the East European  countries would seem t o  
i n d i c a t e  that  it could take from 15 t o  20 yea r s   t o   imp lenen t  
t h e  programme targets. 

(Signed)  Y, L A U W  
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