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FEMCRARDUM FQ2: Director oi Cemiral Intelligence

THIROUGR : Deputy Director (Intelligence) !
BUBIEOT OER Methodology of Computing Boviet Cross National

Produet and I%e Acedemioc Cridtice

1. This memorendwr is Yor your information and is in responge
to your request to Mr. Cline for s statement on our method of saput ing
Boviet gross wmtionsl product (@P), with relersnee to the sterticisn
exprespod by certain seedemic scholars in O Japuery 1964 lgsue of the

Yorw times on owr grovilh cetimates of dbout two and onc-helf percent
For the UBBH 'n 1965 ang 19671,

#» ORR hes » puber of vo» level sendemic comsultents, ircluding 25X1
[

the| _ 25X1
| ] ) Sur method of computing Boviet GHF
has been Tevicwed By| | and is espantially the seme 25X1
as | I |bes uvsed n his ovm ealculstions. Also, & second
academic espert | [ [ | 25X 125X1

hes reviewed our system of accounte w has used ldeutical
methods in his own miblished vork, vhich hus yeceived gpeneral acndem.c  25X1
%I‘

scceptance.  jfeither [ hEve geen our 25X1
latest computations, However. 1L should be membionce thet no other

ﬁimnéent eetimntes of Dovict GUP for 1065 emd 1967 have been 25X1
[ iskhod.

3. The OBR method of aamput.ng Soviet gross mnational product is
sumarized in the sppended research aid, Copstruction of An Inder of
the Boviet Gross laticnwl Profuct, CIA/RFHASESE T EARMERIY :

&. Estimates of ahyeleal production for each major sector
ﬁf@h@ econoey are conatructed fros all availebie deta, and sro
wve . ghted by constant peices.

b. The sectors for whieh suclh caloulstions of ennual ovbput

conputations are made are industry, construction, agriculbure,
tronsportation, comrnmications, trade and services.
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¢. Thege pector indcxes are combined into an aggregate Tigure
by the use of value.added weights for each sector. The veluew
added weight for a sector consists of the sum of vages apd salarles,
deprecintion, and profits in the sector. This ls a standerd compu-
tetional techmique, used for example, by the Federal Reserve Board
in constructing its industrial production index.

L. ©Of key importance is the velght assigned to each sector of
origin. The tvo largest sectors are agriculture and Industry, the ovibe
put of each of which contributes sbout onethird of the total index.

To show what happened in 1963 to reduce Soviet growth to approrimately
two end one-half percent, the following equally weighted (that im, one-
third of the total each) simplified illustration is given:

Percent C‘%&aﬂg_g
Azriculture -1
Industry +T
A1l other sectors +b
Totel grovih .0

5. While there sre many thousands of ipndividual ccmputations in
any calculation of & nation's gross natiomal product, the hey to the
total growth figure for the USSR in 1963 is as stated et the end of
the Hew Yor:k Times crticle of 9 Jenmuary,

"Several of the economists agreed that the key variable

in judging the estimate of the Cemtral Intelligence Agency
vag the level of agrioculturel output assumed in making the
cadculation.

f. Tt ig genmerally accepted by all U.3. epecislists conecrned
with the Boviet economy that official ocutput messures for certain
sgricultural commodlties sre inflsted end require significant down-
vard adjustments. OHR's index of agricultural output incorporating
these independent camodity cstimates was published in the compendium
of papers iesued by the Jolnt HBeonomie Committes in 1962. Estimates
of physical production through 1961 of mejor crops and livestock pro-
ducts were included in this unclassified paper. We have recelved
only favorsble comments on this paper, avallsble to academiclans for
OVEYT 8 YOaT.
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T« TFor your informat ve are enclosing a copy of & recent
unclessified publsecation,} Qﬁ&wscmimt Indvstrial Production

in the UEBR, %&6&., vhich hos boen distribubed to & number of
scRdemic SCROLArs. This publicetion and its lengthy supplement
give the detatil of the computations we use on industrial produce
tion, except for the more highly classified militery products.
This study hes been in academic hands for several months.
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