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USSR: Policy
Toward the Consumer

The Andropov regime is taking a cautious approach on consumer issucs.
Without impinging on delense or industrial investment, it has Jittle room
for maneuver until the Food Program®s 1990 agenda for upgrading and
integrating scctors involved in food production, processing, and marketing
pays some rclurn and more resources ¢an be spared for the production of
soft goods and consumer durables. Moreover, it does not view rapid
improvements in consumption as an urgent necessity «

Andropov seems willing 1o settle for slow growth in consumption, in part
because he believes workers can be motivated by other means. Andropov
has baen careful not 1o raise consumer expectations. Instead, he has

downplayed the material aspects of consumption while al the same time

stressing (hat increases in income must be closely linked to tnereases in
labor productivity

When Andropov becanmic Genera) Secretary, he found a consumer seene
marked by persisient shortages and formal and infermal rationing. Soviet
planners thus far have stressed 1he macroeconomic aspect of Lhe probiem:
stemming consumer demand by holding down the growth of money
incomes. Scveral economic indicators, however, show that imbalance in the
form of cxcess purchising power is not as signilicant 2 problem as
generally betieved, The growth of incomes has slowed sieadily as planners
reduced the growih of wages and transfer paymenis in response lo slowing
growth in availability of consusner goods. But Moscow has been unable to
produce the right assoriment of goods and services, Attempls to reduce the
disequilibriutn have been hindered by the regime’s faiture (2] to adjust
relative prices, resulling in 2 pervasive seller’s market in which prices lor
goods generally do not refleet scarcily or cost and (b) Lo provide eifective
incentives for the producing enterprise to respond 1 consumeT desires, 10
innovale, and to exercise sironger quality control

Most notably, since the fate 1970s the LISSR has not been able to increase
the availability of guality foads. although some forward momentum is
devcioping this year, Demand has also continued to run far ahcad of supply
in two other major categorics of consumption—-housing and personal
services. Even in the absence of substantial increases in supply. better
balance betwenn quantitics demanded and supplied in all of these markels
could be achieved if prices were higher. But. aware of the role of price in-
creases in kindling worker unrest in Poland and committed to the tradition
ol low prices for basie neccssitics, Moscow 1§ reluclant to rase official
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prices for essential goods and services. Although a dramatic rise in demand
for some of these gouds and services coutd force Moscow to raise ptices, 2
broad revision of relative prices that would ameliorate most of the existence
of demand/supply imbalances is unlikely

The pervasive disequilibrivm in markets for individual consumer goods and
services can also be attributed to the planning system's inability to provide
the mix of goods that would satisfy consumer demand at cxisting prices
and to the failure of quality controls at all stages. Eiterprises generally
lack a strong interest in Lhe marketing side of their operations, despite
numerous government efforts 1o change this attitude. The resulting side-
by-side existence of shortages and surpluses of various gnods means that
consumers frequently have to purchase goods other than those most
desired

The policy implications of this situation are rot encouraging from the
lcadership’s perspective. Containing incomes and raising prices selectively
will help to prevent the growth of excessive purchasing power, bui these
policies do little to provide incentives for workers. To reinforce incentives
would requirc major restructuring of relative retail prices and substantial
increases in the supply of quality foods, housing, and personal services——
generally bringing the product mix into greater conformity with demand. It
would also require greater atlention to relative wages to bring individual
incomes more into line with workers' contributions to production. As past
Soviet experience shaws, it is far more difficult 10 carrv out these initiatives
than to control the growth of household incomes.

The Andropov administration is attemnpting lo extricate itsell from the
quandary in which Brezhnev found himself in his last years: having relied
increasingly upon material incentives instead of discipline, Brezhnev had
neither strong positive nor strong negative worker incentives at his disposal
in a pecivd of much slower growth of real consumption. Recugnizing that
the economy would be hard pressed to provide enough material rewards Lo
elicit better work performance in the near future, Andropov has taken 2
numiber of more direct steps. These measures—especially, the discipline
campaign—probably contributed to the economy’s rebound this year. The
impact of the focus on discipline is unlikely to cndure, however, unless
some way of firmly und consistently tying worker remuneralion 1o worker
performance is devised thal docs not depend upon continual political
pressure [ram the 1op
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Establishing this link between pay and performance would require u
reversal of the pronounced trend toward wage leveling that occurred under
Brezhnev—-an unlikely prospect in a period of serious labor shortuges and
when overall wage increases are being held (g historic lows by postwar
standards. Finally. even if the wage system is eventually structured so that
payment corresponds more closely 1o contribution.to praduction, workers
wiil not be able 10 transiate higher incomes into improved living standiads
il the desired consumer goods are not available :

The Andropov regims, while rying to dampen consumer cxpectalions,
nonetheless acis as if it believes that at feast limited improvements in the
consumer’s Jot are necessary to stave of more serious discontent and 1o
provide incentives for labor, We judge that Moscow will be highly -
reluctant to allow consumption levels 1o decline from their present leve! and
will continue o do what it can, given various constrains, Lo increase
cunsumption. We believe thut the Suviets will continue 10 import substan-
tial guantities of consumer goods, in part by pressuring their CEMA
pariners {or more deliveries of these goods, In addition, indications have
appeared thal the lezdership may allocate some 2dditional resources (o the
food and light indusiries beyond those alrcady planned in 1984 and 1985,
The 1984 economisc plan and the discussions surrounding the compilation
of the 1986-90 Pian wili pravide morc clear-cut evidence regarding
Aundropov's intentions in the consumer arena.

The trends in consumer goods production, along with Andropov’s approach
to dealing with imbalances. mean that consumption growth is fikely to be
slow at best over the next several years. The reactions of the populace Lo
continuing consuniption problems are liksly (o be manifested primarily in
greater apathy (L ward the social and political valucs of the system, which
could be refiected in performance at the workplace. [n the current era of
resource stringencics. this would do mare damage 10 the economy and be
more difﬁcy!l for the regime (o counier than an increase in sporadic civil
unresi.
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USSR: Policy
Toward the Consumer

Introduction

Among the most difficult challenges facing Yuriy
Andropov when he became General Secretary of the
Communist Party of the USSR was that of iinproving
worker performance just as the increase in real con-
sumption of the population had virtealiy come to a
halt,

Although the standard of living improved substaniial-
ly during the Brezhnev cra, it remained low in
comparison with'those of the developed Western
nations and some East European countries. Further-
more, the Soviet economy is doing a poor jub of
satisfying consumer expectations. Growing consumer
dissatisfaction stems in part from the marked slow-

down in the growth of consumption that is part of the

general decline in Soviet economic grewth (figure 1),
But it also reflects serfous imbalances between supply
and demand in certain markets, evident in long fines
at state stores, [requent resort Lo informal rationing,
and open acknowiedgment by Soviet officials and
media that the consumer sector is in disarray.

This paper will first examine the evclution of leader-
ship attivudes toward the consumer sector, with spe-
cial atiention to the current regime's assessment of
" the scope and implications of consumer sector prob-
lems. We will then present our own assessment of the
origins of consumer sector difficulties. Finally, the
paper will conclude with a discussion of the outlonk
for consumption under Andropov.

Leadership Attitudes Toward the Consumer
Lcadership views on consumer welfare were trans-
formed after the Stalin era, which gave popular sea
wellare a low prierity and which mobilized vast
amounts of unpaid and involuntary labor in the drive
for industrialization. The change that has occurred in
perception of the importance of the consumer scctor.
however, has been accompanicd by differing empha-
ses and nuances in each regime, and the Andropov
regime.is developing its own assessment of why and to
what extent consumer satisfaction malters. |

Coafigatitial

Figure |
USSR: Average Annual Percentuge Growth of
Real Per Capita Consumption, 1966-82
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Khrushchev and Brezhnev. Khrushchev realized that a
well-developed consumption secior is a basic fcature
of industrialized societics, and that the Sovict Union.
as 4 modsel for developing countriss of the socialist
alternative to capitalism, could not postpone attention
10 consumer goods and services indefinitely. The
belief that rapid growth in consumption would vali-
date the Socialist system and confer intcrnational
prestige dominated the party program adopted in
1961, which forecast that the Soviet Union would
surpass the United States in industrial production by
1970, provide the Soviet ptople with the highest
standard of living in the world by 1930, and complete
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the Lransition to Communisim thatl same ycar. Con-
sumer policy during the Kheushchev years was aimed
at expanding social bencfits; 1the provision of highly
subsidized housing, public transportation, health care.
social securitly payments, and education grew rapidly.

Khrushchev's proconsumer stance was motivated by |
domestic considerations as well as by the desire to
project an image of success abroad. Converting the
forced labor system 1o one of normal indusirial and
scientific employment made it necessary to build
housing, pay realistic wages, and ensure a more
adequaie supply of foodsiuffs, clothing, and recre-
ational lacilities. In additiog, according to Ray and
Zhores Medvedev, the Soviet lcader’s intense interest
in agricullure arose [rom his realization that an urban
[ood supply crisis of historic magnitude was impend-
ing as a result of rapid postwar urban growth and the
long-term severe neglect of the farm sector. Substan-
tial support for agriculture has been a basic feature of
Soviet domestic palicy ever since Khrushehev's recag-
nition that impraving farm performance ‘was essential
not only 10 maintain social peace but also 10 boost the
standard of living to tevels commensurate with West-
ern industrialized countries.

During the Brezhnev regime, the role of consumption
growth came to be viewed in more pragmaticaily
domestic terms: rapid and steady growth of consump-
tion would not only foster popular commitment o the
system bui would also spur productivily growth
through greater worker effort. In the early 1970s the
regime began 10 siress the tie belween the “well-being
of the worker” and “rapid production growth.” Brezh-
nev emphasized the nced 1o increase the output of
consuimer goods and substantially increased the share
of investinent devoted to agriculiure. Rapid increases
in incomes were planned to provide the population
with the dispusable income with which 1o buy more of
the goods- —cspecially meat and avtomobiles—:ihe
consumer craved. in the waning years of the Brezhney
vra, us growth in both fabor productivity . ad con-
sumption steadily declined, the icadership persistently
stressed the link between consumer wellure and pro-
ductivity. The word “mood™ became imere common in
the leedership’s vocabulary as concern mounted over a
possible escalation of consumer dissaticfaciion inlo

unrest coused by unmet expectations |

¢ yﬁdﬁiﬁ'

Althaugh it cave considerable weight to the cfTort to
motivite workers by providing a betier life, the
Brezhnev regime also believed that planning and
metagement was 3 major determinani of tabuor pro-
ductivity, Beginming in 1965 the regime launched a
serics of reforms designed to improve both tabor and
capital productivity. By 1979 Lhe regime was express-
ing extreme frustration with the operation of the
planning and management system. [ndeed, as the
ceonomy [ailed 1o respond as expected to the numer-
ous adjustments and “reforms,” Brezhnev came (o see
that promoting unrealistic consumer expectations
might be just as dangerous to social order and
produciivizy growth as would be the failurc to provide
sizable improvements in consumption levels,

Accordingly, the leadership began in late 1979 10 scck
ways of restricting consumer demand. For example, in
a 1979 issue of Kommunist, then Gosbank Chairman
Alkhimov recommended several ways of increasing
the output of consumer goods but devoted the major. .
portion of the article te metheds of dampening de-
mand. These included the limitation of “unjustified™
increases in wages—thal is, increascs not tied to labor
productivity—-and sirengihened contral by central
administrative organs and banks over wage payments.
The reform incasurcs adopled in 1979 emphasized the
necessity ‘of tying wages more closely to individual
productivity. Although fittle was done 1o implement
the measures, they represenied a policy shift from the
¢gainarian wage pelicy of the past. Price increases on
a range of sclected nonfood items occurred in 1979
and 1981 as the regime sought to reduce cemand
pressures by limiting the growth of purchasing power.
The ! ith (1981-85) Five-Year Plan directives set out
the lowest rates of wage growth of the Brezhnev era.
By the end of its tenure, (he regime, perhaps as part of
its cfforts 1o 1emper expectations, became more dis-
posed 1o admit publicly its concerns over consumer
problems. However, il slso pinned somce of the blame
upun poor worker performance, *Whoever wints (o
live belter must work more and better,” Brezhnev
warned the ~anelation al the 26th Party Congress in
cacly 1981,
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The Polish crisis-—coming the year after a patticular-
ly disappointing performance in agriculture and 2
sharp worsening in the supply-demand gap for quality
foods—worried the leadership, especially some re-
gional purty leaders who had 1o contend with spe:al
tensions generated by ethnic and culfural factors in
addition Lo consumer dissatisTaction. But whatever the
extent of the leadership’s fear that the Polish cxample
would Lrigger a similar response in the USSR, it
clearly was not sufficient to causc a shilt in resources
toward the consumer. The Soviet Union was in the
midst of 2 downward drift in cconomic growth that
tended 10 foree greater aftention to invesiment in
priority scctors like encrgy, transportation, and heavy
industry generally

Neither the plan for 1981 nor the 11th Five-Year
Plan, both rcleased in the fall of 1980, contained
measurces designed 1o bring about a rapid and sus-
tained improvement in welfare. Over the next year. a
packzge of coping strategies emerged {rom the leader-
ship’s ongoing assessment of the Polish situation. The
prescription was: continued but not rapid consummion
growth {which might have led 10 scrious conflicl over
resource allocations); a focus on the warst problem.
the dict—hence the promise for a *'Food Prograin™
greater altention to the priority allucation of the most
desired goods to workers in large industrial installu-
tions: and an escalation of rhetoric aboul the rels of
trade unions in protecting worker interesis,

Andropov’s Outleok. Andropov's statements show
cansiderable continuity with the Brezhnev regime’s
assessment of the role of consumption, hut Azndropov
may well belicve that his predecessor during most of
his tenure had overemphasized the link beiwees con-
sumption and productivity. While aware that 1he level
of consumption alfects labor incentives, Andropoy
believes that worker morale is also determincd by
several other fagiors. One of the most significant is
the individual's commitment Lo the Sovict system and
its goals. Like Brezhnev, Andropuy wishes o riise
consumer satisfaction but knows that only 2 slow
advance in consumption growth can be sustainad
under present circumstances. Other methods there-
fore must be found to molivaie workers.

With the Polisk situation under betier eontrol, Andp:-
rov prabably feels in a better position 1o nove ahead

along the path which Brezhines iuad wken only shortly

N
2

Cauntering Trouble in Estonia

A recent artiele in the quthuritative pariy Jouraal
Kommunist by Estonian party firsi secretary Kurl
Vaino explicitly linked the influence of Solidurity
with threatened sirikes in the Baltic republic in the
Jall and winier of 1981. Estonian party afficials. hy
their own accouni, took seriously the possibifity af
strikes or other spiliover from Poland.

Nevertheless, Vaino's description of the Estoniar
leadership’s response indicates that even in thiz re.
public, whose population is probably the most aware

" of all Soviet groups of differences berween Western

consumption levels and their own. the leaders did nat _
Jocus upon consumption issues.

When leaflets were circulared calling fur a one-hour
general sirike, the effarts 1o counteract the poteatiel
Jor unrcst centered na ideological and propaganda
effarts. according io Vaino's account, And this ap-
proach, Vaino says techoing Andropov's own recent
prescription for addressing the ills of Soviet suciery
is the remedy for the future, “Let us reeniphasize thai
practicel cxperience indicates that ideclogieal work
must be specific. subsiantiod, nrilitani. and aggres-
sive. In exposing the amtihuman nature of the capital-
isi spstem, we must steadily promote in people’s
minds the values of socialism and develop ideoiogical
Sirntness, clasy responsiveness. and the ability o
critically react to hourgenis propaganda and ia op-
pose it firmly,” ke says.

before the eruption in Poland. In his public addresses.
Andropey has been more eritical of flagging ceonvmic
performance than was Brezhney, and. -far more
sirongiy than Brezhrev - he hax blamed this wpon
labor. In his speech at the November 1982 plenum,
for example, Andropov sauaded the thame of disci-
oline {whilc cchoing Brerhney's proacuncement in
1981 AL present, il is particularly inportiat and
necessaey Lhai cach warker uaderstand that the im-
plementation of 1he plan depends on his fabor contri-
butiun and that everyene understand weil the simple
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truth that the better we wor'k‘thc betier we will live™
In his speech to the workers of a Moscow factory in
late Junuary, he stated, “Although nol cverything can
be traced back to discipline, it is necessary, vomrades.
to begin with it. . . . There are no miracles. You
yourseives understand Lhe State can only provide as
many goods as are produced.” .

d
In his party plenum speech this June, Andropov tack a
carefully balanced approach to consumption issucs.
He devoted mare attention to consumption—the foud
supptly, housing, and provision of healih services—
than in any of his previous speeches, stating that “the
ultimate objective of our economic cfforts is to im-
prove the tiving conditions of the peeple.” But he
downplayed the role of the materialistic aspects af
consumption in the general quality of life, stressing
instead the necessity of improving the moral climate
of Sovict socicty:

The slogun "Raising the Standard of Living" is
used often in our country, But il is sometimes
imerpreted in a simplified way, meaning only the
growth of the incomes of the population and the
production of consumer goods. In faci, the concept
of fiving standards is much wider and richer. It
encompasses a steady growth in the conscinusness
and cultural life of the people, including their
cultural siandards izt evervday life and conduct,
and what. | would call, reasonable consumption.
Also encompassed in this concept is exemplary
public order, health, a rational diet, a high quality
af public service (with whick. as is known, fur from
all is well in gur country), It also encompasses a
moral and pesthetic uve of free time. In short,
evervthing which ix civilized in line with socialisr
principles,

When discussing faster growth in lzbor productivivy.
which he czlled “the key task in the economic
sphere,” the solutions he cited included improving
tabor discipline, upgrading scicnee and technology,
and dealing with Lhe d?m‘r‘dcrs in the planning and
manggement Svsiem,

[n his specches since taking power, Andropoy has
been carelul not 10 promise more than the cventual
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fuililmem of “reasonable” consumption levels.' His
reluetanic 19 raise consumer expectations probably
partly enderlics his call for a new pariy program 1o
replace the narty program of 1961, which expressed
Khrusheaev's dream of showering the country with
consumer goods. Enstead, Andropov has emphasized
the role of discipline in promoting work ¢ffort. Al-
though initially the concept of worker discipline was
appticd 1o bluc-collar workers and direcled largely at

"absenteeism, drinking on th: job, and high wrnaver,

Andropov has cxterded it 10 socicty at targe, and the
concepl of discipline now implies secial order and
popelar commitment to the system. It is the antithesis
of what a recent Pravda editorial condemned:

Unforturately, people who live in their own little
world of exclusive petiy concerns. pushing commu-
nily interests info the background. are still very
much with us. This can be seen in manifestations
of a private-ownership, nationalstic memtality:
local self-interest; parasitism; money grubbing: ‘
acquisitiveness; drunkennes:; and so on. Aa indif-
Jerent, narrnvwmiinded attitude toward 1ife ix in-
compatible with the mokeup of a conscientious
Soviet citizen.

Although Brezhncy spoke {requeatly of thz nced w tic
wage growth more closely to individual oulput, effores
in this direction were haithearted and hampered by
various systemic constraints, To offset purchasing-
pawer growih, the regime pursued a policy of selective

* The oicept “tationzl norms of consumption™ kas lung been an
aspect of Savier planning, h refers o “recommended™ standards of
consumnption of certain goods in physicat urits, For cxample, the
“necd” iuf bread was sef at §20.4 kilogrems per vanila in 1970, and
the need Ter maa's couls in the wardrobe was sec ar 1.6 in 1961,
There s fitile evidence that the consumplion norms have played an
aetive past in shorls or medium-range plapning: Jhey have ofien
heen caiculated on the basis of production potential eather than
conswmer demand, and are thus gencrally an putcome ol the
plinaing process rather thun en input. Thus, they have uflen been
wscrl 10 brake consumcr cxpectations. Unun occasion when the
aurms have proved 10 be beyond Lhe capacity of the ccanamy, they
liave been revised downwzrd. Far example Tower narms fur meat
and milk cansumplion anpeared lagt fall.




pricc increases 2nd continually increased the level of
censumer goods imports. The Andropov regime has
barshly attacked wage leveling und is making a
stronger effor! to link remuncratisn to the contribu-
Lion of ¢ach worker. The most recent step in this
direction was a decree in August cailing for teugher
measurces against absentees, drunks, and other offend-
ers. It provides for loss of pay and vacation privileges.
demaotion, or even dismissal for those guilly of such
offenses while offering positive incentives for good
waorkers. Managers are liable for disciplinary procecd-
ings for failing to ensure labor discipline. These
measures, whilc tougher than any taken under Brezh-
nev, are not likely to take hold over the long 1erm
because of the tight Soviet labor market.? Nor do they
systematically kink pay 10 cutput. The [atter problem
was noted in a recent Polithuro meeting: a Pravda
summary of the meeting's conclusions stated that “an
cconomically based correfation between labor produc-
Livity and wages has not been fully ensured.”

Andrepov has indicated that he will continue to push
for more wage differentiation. A thoroughgaing and
lime-consuming revision of wage norms 1o reward
higher skill levels would be necessary 10 carry out
Andrepov's intention of paying belier workers more,
but even this would™not be sufficiznl. Labor produciiv-
ity growth is hampered by several problems outside
the individua! workei's controi, such as late deliverics
ol supplies, equipment breakdowns, and faully techni-
<al specifications. As it is, workers reccive only hail
their wages when they are standing idle through no
lauht of their own, a situation which contributes 1o
poar morale and falsification of outpu? statistizs by
managers unwilling to antagonize their workers.

Lerdership Assessments of

Specific Consumption Problems

Considerable continuily als0 exists between the
Brezhnev and Andropov regimes in Lheir assessmient
of which problems are the most significant, cven
though some <hific in rmiphasis have occurred

L 4

Purckasing Power, Quality, and Prodect Mix. Andne-
pav has said more than once that the consumer
cconomy is plagucd by excessive purchuning pawes.
He appeurs convineed that, bevause of the unexpTeted
fallof( in industrial and agricullural growth, the aver-
all level of spending power is 100 high in relition to
the availabiily of goods and services. Brezhney appar-
enily believed thai, il this problem was not acute. it
was on the threshhold-of becoming so. Targets for
wage growth were consistently and steadily redeced
during his regime in responsc to the slowing growth in
output of consumer goods and services.

Both regimes huve identified the lack of quality
control in consumer products as a significanl cause of
consumer dissatisfuction. The Brezhnev regime insti-
tuted a sct of measures 10 upgrade standards in
response 10 the recogiiition that. zlthough some mar-
kets were supplied with enough guods, such as shous.
consumers were not buying them because of poar
quality, causing runups in inventorics. Both leaders
recognized Lhat little progress has been made. Andru-
v, for cxample, remarked at the June plenum:

11 is nor enough to improve the system of monetary
remuncration for work, we must alse produce the
necessary amounts of goods that are in demand.,
The highest standards of guality should be set,
with no exceptions. But the xituation today is
sumetimes dawnright vexing: the initial materiols
are good, but the final product is such thar people
prefer to overpay speculaiors for well-made, tasio-
Jul articlex, This situation must he carrecied. and
correcied without delar.

17 Andropov is vexed by quality problems, he is
displaying an even higher {ovel of frusiration and
irritation over the mix of censumer products. Bresh-
nev toe complained rancorausly on 0in¢ occasion apout
deficiencies in product assoriment. Ag the fall 1979
Central Committee plepum, ke singled owt certzin
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ministers by name w an effort {largely fruiifessy to
reiduce shortages:

Of late, the CPSU Central Commilter and the
newspapers have received letiers and complainis
on interruption in the supply of goods, wkich for
some reason are described as “petty ' —the sim-
plest rypes of medicines, soap, detergeénts, tooth-
brushes, toothpaste, needies, thread, diapers, and
other light-industry goods. This, comrades. is
unforgiveable. The blame falls on the ministries
producing such goods, the Ministry of Light Indus-
try, Minister Comrade N. N. Tarasov. Another
culprit is the Ministry of Trade, Minister Com-
rade A. I. Struyev. The trade network hes the
direct obligation to influence far more ensrgerical-
{y the production process and demand from indus-
try commiodities truly needed by the consumer,
and then (o betler manoge their distribution. The
situation must be corrected as early as 1980, The
specific culprits for each “'shortuge™ must be found
f caused by negligence, irresponsibility. or bun-
gling. They must be punished [shouts; "Correct!”
applausel.

What Andropov Has Doae. Sinee carly this year,
several decrees relating 10 consumer goods and serv-
iccs have appeared; their general tone indicates high-
level frustration and ircitation that the variety, quali-
ty. and general availability of consumer goads and
services are not improving because many cnlerprises,
through seleclive juggling of success indicalors. man-
age to evade their vutpui targets for consumer goods.®
This is possible because the production of most aura-
bles and houschold goods s the responsibility of
heavy-industry enlerprises and, being manuluctured
across 4 broad range of lactories, is a sideline for most
of these enterprises. Thus, lactory managers gencrally
fail to meet their consumer goods goals, concenirating
cfforts un their main products 1o meet their primary
plar largels

A decree issucd in May sharpiy criticized ministries

and local parly erganizations for failing 1o ensure that
crierprises within their purvicw mect consumer goods
phans and stated that the Central Coramiitee and the
Council o Minisiers had “warned” and “demunded™

Puhlished 16 Feoete o VT Jaawary. I D ehooon, W Marck, i
April ol T May 2

Cunfigenri

that they “completely fulfill™ their plans for cunsumer
gwids. The decree is aimed 8t increasing pressure on
ministrics and local party organizations and Sovicts (o
wersee the work of local factorics und service argsni-
yalions, o tactic taken in the past but not generally as
vehemently, This decree follows the introduction sev-
cral months ago of 2 new success indicatlor that lasks
heavy-industry enterprises to produce a specificd
amount of consumer goods output per ruble of the
enterprise’s wage Mund. But becausc enlerprises are
still ubliged to meet their primary output targets, the
decree is not likely 10 provide a significant stimulus to
the production of consumer goods output-—hence the
pressure tactics employed in the May decree,

Andrepov has demonstrated his uncasiness over the
shonages of qualiity foods by retaining the priority
accorded to the Brezhnev Food Program, launched in
May 1982 w improve the production, processing, and
marketing of food preducts. Judging by Sovict press
reporting on Politburo meetings, the leadership under
Andropov has devoted more lime (o agriculture than
any other domestic issue and has 1aken several steps
io nelp the implementaton of the Food Program.*
However, the Andropov commitment 10 the Food
Prograin apparently does not include « rapid expan-
sion in quality foods availability such z< Brezhner
envisioncd when he announced the Program, The
decision of the Andropov regime not 10 accelerate
grain imports (1o feed herds) in the 1982/43 market-
ing year *—-despite an impreved financial sitvation,
lower warld market grain prices, and low animal
weights --may reflect Andropov's cautious approach
lo raising consumer expectations as well as somc
improveneats in domestic feed and forage production,
Arndropey likely is reluctanl to press for siepped-up

* Rul Andropov, through his pawerflul patty scerctary fur agricul-
wre, Mikhad Gorbachey, is shaping the implementation of the
Fuid Program in a manner thai reflects his uwn preoccupatian with
the probiem of better Lying individusl wa ies 1o ouiput. They have
actively promatzd the callective contract system —an aspeet of the
Foud Progran that reccived rdatively Yinle anention bolore Brerh.
nev’y deach, b thic sysiem, which has been used caperimentally at
least since the 19695, Tacm warkers are fewarded accurding i the
ciermof (e fizevest rather than recciving houtly ar piceewark raes,

*Tenul arain :mparts in (e 1981783 mucketing year weie 1§

millive tieiei tons. 11 million (e bess thin o thc 1901 KD
murkating year
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Table 1
USSR: Average Annual Growth
of Totai Personal Income and

Perecniage increte
N CHEPCAE PrOTS

Expenditures
Fersonal Disposable Consumer
Moacy Incomc * Outlay for Goud<
. L . o and Scrvicos ®
1986-10 1.9 14
19175 61 6.1
w630 88 T sa
R N '
1982 43 s

» Calevlated [rom appendix C, table 3, columa 3.

* Calculated lrom Soviet reportied rewsil trade dess easimated sales 1
instiiwtions and—in aveid double counting~- soine services, plus our
eslimaies of houschold cutlays on housing, utilities, communieca-
tions, transpor. ropair and personal care, recreation and cultare,
health, and education. Information on privately earned income.
with the plion of net i of h holds froun furm
products, is too sparse (o permil estimates; therefore househeid
outlays on consumption are adjusted 10 ¢xclude expeaditures fur
privalely provided goeds xnd services except for nel incomes of
houscholds [rem Murm products. Our estimates ia ruble terms of
disposable incomes less savings do not malch estimates of consumer
spending in ruble terms betausc of the absence of data un sueh
incomes as prisonur’s wages, various kinds of paymcrts not included
in the regular wage fund, receipts from sale of property and from
privaie ponagricultural activitics, and others.

¢ Preliminary.

production of livestock products in 1983 and 1984
that cannot be guaraniced in subscquent vears and
rrobahly prefers more gradual, but sicady, progress.

The Main Sources of Trouble in the Consumer
F.conomy '

We believe that the imbalances in the Sevict consum-
er goods market 10 be Jess the consequence of cxcess
purchasing pawer than the result of imbalanges in
supply and demand for specihc categories of goods
and scrvices of items greatly desired by consumers:

= Estimates of personal money incame and expendi-
tures aver the last decade and & hall show generalty
the same rates of growth (table {1 in recent years.
morcover, Lhe rise in consumer cxpenditiares ~4n
part due 10 selective increascs in retail prices -has
outsiripped the growth of mongy incene,

Figure 2
USSR Net Additions (o Susings, [965-82

Wl pualsbe

in

it

» The part of disprsable income {what is left Lo spend
alicr taxes and other largely obligatory deductions
arc neited out) 1hat Soviel houscholds have been
saving has represented a decreasing share of annual
Increments in Lireir incomes, and average savings
rufes aie below thuse of most Western industrialized
and some Fast European countries {figure 2 znd
appendix A

Cuomparisons of the USSR with selecied Western
and East European countries suggest that the ratio
of nex financial asscts to eonsumption cutlays in the
- LISSR 15 not disproportionately high iappendix B

RBecause uf systemic shortcomings in the adjusiment
pracesses of the Saviel ceonomy. pariiculurly with
respect o making the prodeet mix and relative prices
consisicnt with consamer demand, imbalances be-
tween supply and demand for individual progucts or

¢ gofderTial |
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groups of products may persisi—-even though in (erms
of uggregaiv income and ageregate availability of
goods the problem does not appear to be primarily once
ol o Mmaay rubles chasing too few geods, Consumers,
for example, arc lrustreted more, by their inability to
purchase quality foods. siylish clothing, and autema-
biles than by the overall mismatch between purchas-
ing power and the supply of goods und scrvices.

Swvvict expenditure levels often mask the degree of
consumer dissatisfaction 1z Sovict consumers fre-
yuently have e buy less desirnble substitutes 10
satisfy a basic need or demand.* More starchy staples
are consumed because not enough livestock products
arc available: familics that cannot obtain a separate
apariment scitle for communal housing: a shopper
who cannot Tind cotton goods will instead purchase
synthetic cloth. Finally, when consumers will not
purchase Jow-quality products or services in state
relail establishments or cannot find 2 close substitute
for the item desired, private or illegal markets {at
higher prices) scrve as outlets for purchasing power.
These aliernative markets increase the nct avilability
of consumer goods and services and thus provide an
am'idotc to some of the imbalances in . ate markels,

The Sovict leadership must therefore contend with the
negalive impact on labor productivity of the {rustra.
tions engendered by imbatances in consumer markets,
Suggestions that wages and bonuscs have lost their
incentive value overstate Lhe case. but the chronic
shortages of some highly desired goods and scrvices.
as well as serious problems in product mix and
quality, have contributed to lackluster performasice
by Soviet workers. The typicsl Soviel citizen muss still
work 1 Jive, bul harder work s not likely 1o lead 10 2
proportionalc gain in well-Bing when 1he desired
better gquality goods are nol available.

* Some categorics of cinsuiner guods and scrvices 2ec in shurt
supply wemand is greater than the availu®le supply st the exisiing
pricey beunase, in the cyen of Snvivt consemers, there are su ¢luse

+ wubitates. A ted af sebstitinabiling is the willingness af the

Ponms fattionn 1o Faarge consumptess uf & panicular summadity when iis
rrwe s relative ko thae of ansther commodity. Smali peice
sweresses for peeds phat have cinse substitutes cun’climinuie cxcess
demand Rut For goods having 2 unigue aliraction for consumens -
s iges vae and hoasing, Tor exzmple - Sovicl planners would
haw b fowe (e peices substantialis g climinare the cxeess
trataml ’

€ gufidcrTnl

Reinforcing worker incentives requires nmujor restryue-
turirg of relative retail prices and subsiantinl in-
vreases in the supply of quality foods. housing. and
personu! seevices---geaerally bringing the product mix
inte greater conformity with demand. t wonld also
roquire greater attention to relative wages to bring
individual ‘ncomes .ore into line with workers® con-
tributions 10 production. Accomplishing the former
would prove extremely costly in 1erms of 1the adverse
impact on defense and heavy indusiry: the latter
abjective would require o reversal of the pronaunced
trend toward wage leveling that occurred under Khru-
shchev and Brezhnev,

The Three Main Trouble Spots

in the Consumer Ceonomy

Shorages persist especially in three sectors of the
consumer cconomy: qualily foods, housing, and every-
duy scrvices. The quality of the diet is the Sovie:
citizen's leading barometer of his standard of living;
food accounts for the largest share of his family's
budget. and shortages must be coped with on a daily
basis. The housing shortage—which has resulied in
the widespread praclice of multiple bouseholds shar-.
ing onc housing unit-——produces the constant stress
associnted with overcrowding and lack of privacy.
Meanwhile, the general unavailability of personal
services compounds the frusirations of daily {ife,
especially far the working woman,

Quality Foods. Soviel citizens receive enough calorics,
but the dict is inferior to that of developed Western
nittions and some East T:urdpean countries in terms of
nuiritions! guality and variety. The per capita avail-
ability of meat and meat products has remained at the
P73 devel. that of milk and milk products has fallen
by 7 percent siace 1975, and per capita availability of
fruig has increased by only 2 percent, As a result of
stagnating output of these quality foods angd the
msintenznce of state retail prices al Yevels Lhat are
low in relation o both production costs and rising
money incunses, long queues snd informal rationing
have become widespeead. In late summer 981, the
authoriiies inveited 2 mild form of ratieming limiting
the purchinses of certain foods by slate stere custom-
Crs.




Soafdeilial

The Second Ecenamy-—Incenspicuvus
Consumprion on a Large Scale

Private econanic activity, alithough severely restricr-
ed under Soviet law, is nevertheless widespread in the
USSR, Private agriculture is the only "for prafit™
activity of any significance that is encouraged.

Most second economy activity probubly has not in-
creased at a faster pace than has the overall growth
of real income. But in at least one part of the
conswmer economy—the market for meat and meat
products—the growing gap between supply and de-
muand appears to have caused o considerable upsurge
in ilegual trade. Clerks in siate stares {with the
connivance of store managers) set aside meat for
themselves. friends. and others under special arranye-
ments and sell the meat at prices two to four times
the reiail level. Although the Brezhnev regime proha-
bly realized that such praciices were niore the reswli
than the cause of shoriages, it worried abhout the
resentment generaled by the general unavailability of
meat. A decree issued in the fall of 1981 provided
stiffer penalties for store personnel und for the firse
time applied penalties 10 customers engaging fie hrib-
ery.

The case of meat shows why black markers develop
and flourish. Official retail prices for many govds are
sef too fow in relation to supply cnd demand; ax
supplies fluctuate, itlegal markeis expand or contract
in rapid reaction. Mear in siate stores, of course., iz
owned by fhe state; theft of such guods offends few
consciences. Theli of socialist property is extrenely
comtmon, on the premise that what is “ours™ is alsi
“mine.” Finally, saluries for relail personne! are iow
in relation ta salaries in most seciurs: the tempiation
10 supplement them is sirong B

Because it often cannat be completely cuncealed,
illegal trade, production, and the provision sf services
generate a great deal of bribery af the refovant
afficialdom: auditors, tnspeciors, suppiv officials in
the planning offices. managers and wurkers in the
“Jirst economy " (ta shunt materials or to produce

. goods for underground enterprises); the economic

police and the regular police; and authorities in the
party and state bureaucracies (to ignore fransgres-
sions). Should the low descend upon illegal apera-
tions. @ common reaction is 10 1ry 1o buy off the
procuracy ard the courts 10 evoid or lighten a
senlence.

The various Soviel regimes have tolerated illegal
private activity in varying degrees, probablv realizing
that 1o snme extent it provides poods and services
which the state cannot offer and thot it serves as an
outlet for energies and frustrations that otherwiye
might be channeled into more threatening political
aciivity. The uspect of the illegal economy tha:
appears 1 bother Andropov most is the resulting
corruprion of government and porty officials thar in
turna fosters resentrment among the populace rowards
the sesterr, He is currenily conducting a “house-
cleaning” among party and goveramens officials, Bu:
ai long as serious shoriages of many goods and
services remaia, the crope of privale activity {5 not
fixely to lessen.

The cxcess Semznd of the papulstion for quality foods
is reffected in prices at collective furm markeis
(CFMs), where individuals sell the surplus from their
privitie plots and where prices vary according (o
supply and demand. Prices paid in CFMs are on
average more than double ihe ttate retall prices. Pan
of the price dilference reflects the sunerior quality of
the products sold in CFMs. But cven usswining that

guality differences might account for as much as
of the price differential, supply-demand imbalances
tave put considerable upward pressuie on free market
prives. .

Confideatint™
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Assessing Excess Demand for Livestock Products

Excess demand in some consumption categories can
be estimated roughly, [f the plans for outpurt of
livestock products had been met in [980, Soviet
citizens would have consumed about 65 kilograms
tkz) of meat per year instead of 58 and abour 3138 kg
of milk and milk products instead of 314. If the
additional 7 kg af mneat per capita and the additional
M kg of milk per cepita had been available for
purchase through the state retail tradé network,
consumers would have spent an additional 3.7 billion
rubles—about | percent of household ourlavs in
1980.8 Another way of estimating excess purchasing
power for livestock products is 1o calculate, again
assuming an income elasticity of one, ® what rhe
additional expenditures for meat and milk products
would have been in 1980 (because of the rise in
incomes since 1975) [ supplies had been available:
this colculation yields a figure of 4 billion rubles,
close 1o the alternative estimate

To absorb purchasing pawer, the regime could raise
sigle retail prices on livestock producis. For example,
increcsing average retail prices on these products by
only 15 percent (assuming no change in volume sold)
could kave increased household outlays by 4 billion
rubles. But, mindful of the role of food price in-
creases in kindling worker unrest in Poland and of
the unrest arouszd in the Soviet Union afier the last
major food price hikes in 1962, Moscow appears
willing to tolerate repressed inflation rather then risk
the consequences of official price increases.

* Based on averagr state retnil prices for meat ond nulk. The cost
of an equivalenl physical amounr of starchy stapies is neited oui
Sfrom the total additional expenditures for meat ond milk, ussun-
ing a rough equivaicncy in o calorie sufrstiiutim

b The evidence suggesis on incone lasticity of demand fur
livestock praducis of ar least one. (If elastivity were exacily une,
consumers would facresse Spending on Iivestock products in exaci
proportion (o Increascs in income. U (1 were greater than ane,
speading or ¥entack products wadd berising ar @ faster rate then
income,

Instead of raising prices openly, Moscow probably will
continue (o pass off marginally improved cxisting
products as being new products deserving higher
prices, An ideal vehicle for justifving price changes in
food products is (the addition of packaging. According

('}nﬁdﬁntml

to the Food Program agenda, the prepackaging of
busic loodstulfs is 10 incrcase substantially by 1990,
Another avenue for raising prices is the substitution of
higher (or lower grade products, but---like simulated
product improvement—its cffects are difficult
measure. For cxample, the lowest priced category of
bread appears 1o be often unavailable, although high-
<r priced types arc regularly stocked.” While nudging
up food prices in a concealed and unofficial manaer,
Maoscow has officially raised the price of alcoholic
beverages and tobacco products several times in re-
cent years and will likely do so again 1o soak up mare
rubles. These are considered “nonessential goods™ by
planners but not by the populace—price 1n¢reases
have not yet had much effect on alcoho! and tobacco
consumption.

The 1981-85 Plan implies that per capita consumption
of livestock products in 1985 will be roughly at the

fcvel originally planned for 1980. While consumption
gains are being deferred, incomes will continue to rise,
further aggravating the disequilibrium in the quality-
foads markel. Withoul imports, the situation could be
much worse, The direct importation of livestock prod-
ucts {meat and dairy products} logcther with the vaiue
of livestock products obtained from imported feed-

stuffs (principally grain and oilseeds) accounted lor

- roughly one-ifth of the supply of tivestock products in

1982. Imports of foodstufls in general represented
sbout 14 percent of retail food sales in 1981

Because of a number of factors [notably a much betler
1983 harvest of grain and forage crops), some forward
momenlum in the livestock program is building this
year, Bu! unless the government chooses to reduce
consumer demand for livestock products through price
inereases. informal ratigning of these products will
probably continue. Andropov has endersed the Brezh-
nev Food Program, which provides for incroased
subsidies rather than higher retiil prices 1o meet
rising farm production cost¢ »nd to stimulate in-
creases in farm oniput,

Yhe dificrences in redail prices between vwy similar products ofien
do not reflect dilfereaes in their preduction casis. (L1
* bmports of fowdsiufls given in trade rebles were revalued in
dumestic tefail »eiere using copversion cnelficients from i variely of
Saviel sources
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Housing. Substantiz| unsatisficd demand for inore
and better quality housing exists throughout the
couniry. Housing construction peaked in 1959, when
2.7 million dwellings were built. Sinze then. construe-
tion has gradualiy declined to about 2 million annual-
ly. The USSR has not attained its goal of matching
bousing units with households and is not likely 0 do
50 until at {east the end of the decade.

Currently, about 20 percent of the urban population
still lives cither communally, with unrclated families
and singles sharing housing, ar in crowded lactory
dormitorics. In rural aress, conditions are worse.
Most urban housing comes equipped with clectricity,
indoor plumbing, hot water. gas, and central heating:
but in rural areas the typical, privately owned one-
story wooden home lacks indoor plumbing and centrat
heating, although it now has clectricily, According 1o
published Soviel statistics Far 1980, for example. only
38 percent of state-owned rural housing units in the
Russian Republic were connccted to central water
supply systems, and 22 percent 1o sewer lincs; 26
percent had central heating. In both urban and rural
areas, the quality of new construction in general is
shoddy; for example, only roughly 40 percent of
housing turued over for occupation in the Russian
Republic cach year is raicd “satisfactory™ or beiter.

The number of housing units i relation to bouschelds
is the best available measure of a housing surplus or
deficit. Since such information is not published in the
USSR, we employ 2 comparison of yearly marriages
and the number of housing units built as an indicator
af housing needs.® New houscholds fermed Lhrough
muarriages each year are oulpacing the number of
housing units buili isec table 2. During 1975-80, lor
cxample, the aumber of marriages exceeded the num-
ber of new units added 1o the housing stock by

4 million. Most newlyweds must live with their
families, and Lhe wailing period for a new aparimeni
may be as long as a decade.

Growth in the housing stock has also run far behind
growth in per capita income, thereby increasing the

*This measure is nat as accurate 25 that of housing units in celution
iu huuscholds, beeause the number of honschotds lost by death, Uy
sumber of acw sicgles, and the nember of dwelling units retirgd o
destroyed arc nin counfd. '

Table 2
USSR: Marriages and New Housing

Thevevand 1eaie.

Murriages New Hlousing  Implied

. Deficnt
1673 2723 322 495
1976 2,594 2113 181
1977 2 41 660
1978 1796 2080 Ti6
1975 2R71 T I
osa 2 2050 685
197580 16.490 12,515 1375

unsatisfied demand {or housing. The siatc subsidizes
housing rents 1o the tunc of 7 billior rubles a vear,
equivalent 10 slightly more than 2 percent of house-
hoid outlays on goods and services in 1989. f the
authorities conclude thal housing renis must be raised
1o cut demand, additional purchasing power could be
absorbed, although the rates of increase would be
steeper than in the case of livestock products. For
example, 10 absarb | billion rubles, rents would have
te increase by more than 25 nereent. As with foad
products, the regime appears rciuciant 1o raisc basic
rents, although a rumber of Soviel economisis recent-
ly have advocated such a step. The regime may
instead seule for raising rates associated with rents.
such as charges for utilities and Noorspace alloimenis
beyond minimum norms

Al the parly plenum this June. Andropov admitted
that “the housing problem remains acuic for many.”
and stated that the problem would be solved “in the
near future™; nevertheless, he guve no indication that
construction 1argets would be raiscd.

Repair and Personal Care Services. Repair and per-
sonal care services expanded in the laie 19605 at an
average annual ratc of 8.4 percent; by 1981 growth

had slowed.10 4.7 percent. An imporiant reason for

the fzlloff in growth rates for consumer-oricnted
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serviees is the traditionsl reluctance of the govern-
ment o allovate investinent to them. A recent survey
in several cilies, for example, showed that ordinary
housing nwinlenance was running onc to 1o years
behind scheduled norms. The problem of insufficient
quantivy of services is compounded by low quality.
Because personal care and repair work has a low
social status and is poorly paid. service is often
rendered in 2 surly and careless manner. Finally,
some cvidence has appeared¥ihat state erterprises arc
preempling 2 growing share of these services, squecz-
ing out the individual consumer. Comptzints in the
press about the nonavailability and poor quality of
these services remain commeén, Growth in this labor-
inlensive arca is likely to continue to0 slow as the full
impact of the labor shortage is felt by the mid-1580s.
i 3

The following Soviet stalistics suggest the scope of the
problem: -7

* State facilities are sulficient 1o handle only
38 percent of cars ia need of repair. Oaly about half
of the demand {or motoreycie spare parts is being
met,

In the RSFSR, there are at any given time 7,500 10
10.500 people, who. because of difficulties in ohtain-
ing sparc paris, have waited for over & month for
warranty repairs on their refrigerators. Because of
various pravisions in the rules for exchanging defec-
tive parts, manulacturers refuse 10 exchange sub-
standard or out-uf-order items lor new ones.

.

A survey in Leningrad found that only |3 percent of
the houscholds polled used swate laundries: the
reasons given for avoiding them were the pour
quality of the washing, long wailing time for return
of laundry, and lung distances from homse. Through-
oyt the countiry, the pumber of commercial laun-
Jrics per capita is only about 3.5 percent of the
plznning norm in cities, and cven less in the
countryside.

* Roughly hail of ihe need lor eycglasses is being met.

Lifting restrictions cn private enterprise in persunal
ciare and repais would increase the availabitity of

Cupfidentst

these services, Sonie prominent Soviet economists
witnt (o encourage small private shops and family
busineszes along he lines of East Evropean eXperi-
cnce. Ancedolal evidence from the open literature
suggests thal many individuals are already practiciag
trudes or professions permitted under present Soviet
lzws governing private activily. Privale aciivity mighi
be encauraged by modifying the progressive taxcs
levied upon miost Lypes of privately earned income,
praviding working space for shops, and easing the ban
on hiring labor. Permitling private hiring of labor
would probably be the most ideologically unpalatable
course-—and indecd would most disrupt current em-
ployment patierns.

There is no indication, however, that Moscow is yet
willing Lo go any further in promoting private activity
than the deeree of January 1981 encouraging private
agriculture. Very fikely this unwillingness is due
partly 10 the longstanding fear that lzbor would be
dirceted out of the sncialized cconomy, a fear that
mounting labor shortages have probably accentusizd
Indeed, in an article last February in the pariy's
ideological journal Kommunist Andropov seemed 1o
rule qul the expansion of any type of private owner-
ship or enterprise. [nstead, 1he new regime has issued
several decrees requiring improvements in the delivery

‘of seale-provided services within the scope of present

plans. including one which calls for the siting of
various service facilities {such as hairdressers, repair
shops, and laundries) at taciories and other work-
places.

Origins of the Product-Mix and

Product-Quality Problems

The reasons for the pronounced disequilibrium in
markels for individual consumer goods and services
can be traced 10 the slower growth in output and (laws
ir planning and manaperia! incentives. Distribuiian
problems further widen the gap beiween supply and
demand. Although—as noted carlier—Soviet plan-
sers could relieve much of the disequilibrivm by a
thoroughgoing readjustmient of relative prices, such
an approach is contrary o the Soviet social policy of
stable reraif prices for basic corsumption itcms.
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Table 3

USSR: Growih of Quiput in Consumer Goods fndustries, 1966-§2

Average aanval
percetiage hange

. 1966 TG 1971-7% 1976-R0 979 19%0 19%1 Ty

Food pracessing 59 39 L. 1l 0.7 1.9 hE )

Fish ' 6.8 1% 2.3 6.2 -1.2 14 6.0

Meat . ’6.7 7.1 -8 0.5 —4.0 an -t} 9

Dairy products 9.8 19 12 0.4 10 al 10
Sugar o -L3 04 -~0.5 ~§2.5 4.4 =60 LY
Flour 14 04 20 49 19 06 a
Bread T T 12 )2 L5 0.5 24 6.8 sa
Confectioncrics ) 23 1 ) 24 23 s

Vegetableodl gl 14 -a3 -57 ~6.5 - 0.7

Fruits and vegetables T e 6.6 -0.7 86 . —6a 53 A
everages a oo ’ 'F-._ﬂv ' 2.1 ’ 1.8 IO_I' ﬁﬂ 49 Y'Y

I~ T X | 26 tE 23 L -0

CTemiles 7 ap 38 17 0.0 08 i3 1o

Sewn guods I L 1S 45 4.2 45 14 0.5

Leather, fur, and foglwear 53 0.6 0.7 ~06 1.4 -07 -0.7

Source: Ray Conversc, An Index of Industrial Production in the

USSR, and " fargarer Hughes and Barbara S. Severin, n Index of

Agricultural Production in the USSR, US Congress. Joint Geo-
nomic Commitice, Washingion, US Govern.nerd Printing Office,
1982, Growth raies for 1930-82 were estimated using the same
methodology used in these sludics 1o obizin growth rates foc the
period 1950-79.

Slower Growth of Qutput, Growth of oulpnt in con-
sumer goods industries has besr declining (table 3).
The deceleration in light industry was cspecially
abrupt in the gj\r]y 19705, and that of the fwod
industry. in.the late 1970s. The cutput of canaed
foods, for example, has increased by less than

3 percent since 1979; that of cotton fabric by 2
percent. Problems in delivertes of raw marerials he-
cause of flucluations in agricultural output have
caused some of Lhe difficulties: another major facior
has becn the low investment priority accorded o these
industrics. Capital investmdnt in the food indusiry
grew al bess than half and in light industry at about
two-thirds the rate of investment growth in industry
as a whole in 1971-80. Machinery in 1the (cxtile and
food processing branches has the lowest retirement
rates in industry, and therelore, these branches proba-
bly have the greatest shares of obsolete equipment.

About half of the machinery in the textile industry,
(or example, is more than 20 years old.

Product Mix. Sovicl writers are becoming increasing-
ly 2larmed over the inability of the production svsiem
to produce the correct mix of goods thay would satis{y
consumer demand at prices close Lo present levels and
over the failure of qualily controls at all stages.
According to one Soviel economist, A significant
portion of the populatior consumes much of its time
searching for scarce goeds.”™

Somec typical product-mix problems kave been noted
receatly in the Soviet press. According 10 Sovicl
figures. aboul three-fourths of the consumers wha
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wish [0 purchase refrigerators want models with a
capacity of 200 1o 240 liters, yel only |12 percent of
the units produced are of this size. About 150 percent
more small-capacily refrigerators than needed are
being manufuctured. Meanwhile, the demand for
desired types of furniture is being mel at a level of
§5 percent, aceording to Sovict figures, while inven-
torics of unsold furniture have increased. Furniture
sets of modern design are in high demand. Only 50
pereent of the demand for furniture sets is being met;
the sale of furniture for the kitchen, such as dinette
sets, meets less than 70 percent of the estimated
demand. At the same time, more sleeper sofas and
old-fashioned metal furniture than can be sold are
still produced. Of the 4 million washing machines
produced cvery year, only 5 percent are fully auto-
Laatic—Iittle help to harried working women with
families; most washing machines require the operator
10 wring the clothes manually at least once during the
" washing cycle.

The scattering of production across various ministeri-
al jurisdictions reduces planning control over product
mix and quility. According to Soviel press reports, for
example, 40 percent of furniture production comes
from cnterprises of the Ministry of Timber Industry;
the other 60 percent is manufactured by enterprises of
the Ministry of Local Industry, the Ministry of
Censumer Services to the Public, and other ministrics.
Washing machines are manufactured by 24 coter-
prises belonging o six All-Union ministries. .

Planuning According to Consumer Demand. In recent
yzars, Soviet plannees have stepped up their efforts 1o
ascertain the structure of consumer demand. The All-
Union Scientific Research Institute of Consumer De-
mand and Market Conditions (2 successor 10 a body
sel up in 1971 was esiablished during the 1976-80
Five-Year Plan and appears 10 be actively pursuing its
mandaie." Nevertheless, as USSR First Deputy Min-
ister of Trade P. Kondrashev points cut, the study of

" In addition. samc 500 fzciory vnilet stores have been set up in the
LISER 10 swdy domand [or goud? and publicize new products, as
well as 1o scll the fadlories” guads and to case Lhe divoree Selween
ntoducer and coasumer. Thesz Mores initially were notsupposed 1o
have plan targels; sales were to reflect paly contumse demand.
Huwever, becausc {lwese stores are often assigned sales targets, sales
persanncl altempt Lo order higher priccd itcmis that will boost sales,
thus distarling Gala on consumer demand. In general, Soviet
estimales uf denmand arc madc upen past aakes recanic sahich
eeflent wasatislicd demnand} hut appear 1 be tngreasiogd, Lased
epan consumer surveys of plans foe purchases 81 curseel prces.
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cansumer demand is far from satisfaciory: “The
situation is waorst precisely where information on
demand is needed most of all—in the oblast wholesale
units and at retail enierprises where the main work
with requisitions and orders is done.” According lo
Kondrashev, ever when adequate information on con-
sumer demard in 2 region is available, trade organiza-
tions sametimes do rot base their orders on it. )

Even in instances in which demand is predicted
correculy, the trade network often is not able 10 obtain
the necded goods. Orders from the trade network (or
many goods are only fulfilled a1 a tevel] of 60 to §0
percent by industry; meanwhile, other goods are
defivered in excess quantities, including goods not
ordered, according to trade officials. Although output
of goods for the light and food industrics is supposed
to be cstablished in accordance with orders (rom the
trade sector, this is generally not the case in practice.
For ¢xample, Soviet data reveal that the production of
toothbrushes in 1980 was set al 30 million less than
estimated dcmanfi; production, morecver, fell short of
plan by ¢ million.

Supply-demand distertions run the gamu from big-
ticket to scemingly trivial items; the lack of the latter
probably contributes most Lo the shopping rat race. [n
1981, for example, a Soviet carrespondent for Lirera-
turnaya Guzeta journeyed from Moscow Lo Krasno-
dar, the capital of a region thal cmbraces a resorl arca
on the Black Sea. He deliberateiy left behind all the
usual personal items (scap, razor, cologne, toothbrush,
shaving cream, and so forth) to investigate reports
that such items were unavailable in Krasnodar stores.
The correspondent systematically visited every store
in the cily but managed 1o find only the last package
of razor blades in one store and a child’s toothbrush at
another (the toothbrush broke the following day). The
correspondent later, however, reported finding most of
the items be desired on the black marke:

Enterprise Incentives the Fundamental Problem. Just
as lacal party officials often blame the trade network
for consumer-goods supply problems, retaii trade offi-
cials arc fond of reproaching indusiry for delivering




the wrong quantity and assortment. Industry officials
in turn point to inselMicient or late deliveries of the
raw materials they need 1o manufacture consunicr
goads. There is merit in afl of these complaints. Bot
the key to the side-by-side existence of shortages and
surpluses is the lack of sirong intcrest by faclorics in
the marketing side of their operations. To redress this.
government decrees in recem years have put increased
emphasis on contracts beiween trade organizations
and production enterprises, and on ruble-valus sales of
factery output. By most accounts, however, neither of
these 1wo types of mecasures has been effective.
Wholesals and retail trade organizations have shown
little interest in filing complaints against produciion
enterprises violating their contracts. Penalties paid by
laciorics are small and do not induce industry Lo
adhere 1o contract obligations. In addition, trade
orgmizalions are reluctant to antagonize suppliers.

Furthermore, gross value of output and sales indica-
tors used 1o measure caterprise plan fulfiflment have
caused additional product-mix distortions. in severai
cases, industry has been able to increase the value of
ruble oulput without increasing the actual amount of
production by raising the sharc of higher cost goods or
by introducing “new™ goods with a price higher than
justified by changes in production tosts. For exatmple,
according 1o the Soviel press, during 1976-80 the
production of stcel enamelware at enterprises of the
USSR Ministry of Ferrous Metallurgy grew by

21 percent in rubles but declined by 26 percent in
physical mcasure, or by same 40 million units. In the
first hal{ of 1981, republic ministries of local industry
fulfifled the plan for production of felt foatwear in
rubles, but physical outpul fell 7 percent, or by
100,000 pairs. Similar developments in the production
of leather footwear, crockery, and wallpaper have
been described by the Soviet press. Manipulating the
assortment plan in this way lcads to retail price
inflation as consumers pay higher prices for goods
that are essentiallv the same as lower priced items aa
longer svailable -

The Problem af Quality Cantrol. Despite much offi-
cial rhetoric devoted 10 the need Lo increase product
quulity, the results have not been impressise. An
article in o recent issue of the official retaii trade
journal declared, “The sitsation ~ah regand Lo che

'c;unndm.a/l'

quality ol consysmer guods, in our view, aot only is not
improving, but on the contrary is giving cause for
more anxiety as time goes on ~ The share of sutnut
from light industry with the “Sesi of Quality™ -
meanting that the product meets international stand-
ardsi- was |3 percent in 1981, Although this is better
than the 2 percent ciled in the Soviet press.for 1975,
complainis about product quality at all levels are still
endemic and show no tendency to abate, ™ " *

The LISSR Ministry of Light Industry, for example.
coasiders 40 percent of the texiile industry owiput in
the Russian republic {as well as severa! uiber repub-
lics) Lo be substandard. According to data gathercd by
trade inspectorates, 15 percent of the lurniture pro-
duced in the USSR is defective. 1n 1981, according 10
USSR Minister of Trade Struyev, spot checks by
trade inspectorates of goods delivered to the trade
network showed 9 percent of the {abrics and leather
footwear and 7.5 percent of the clethes 1o be of
unacceptably low quality. Although trade ¢nterprises -
nave the right o reject goods that do not mect the
qualily standards claimed for them and 2xact fines in
rcturn, little use is made of this prerogative. Only
obvinusly defcctive goods are turned away. Fines
usually are not sufficient 10 compensate for the
quality differences. In addition, retail trade organiza-
Liens must meet sales targets and are thus reluctant to
reject goods that they stand some chance of selling.
Consumer dissatisfaction with the trade network is
nat fimited 10 the poor quality of goods. Some of the
chrenic spot shortages and crratic distribution occur
because there is not enough inventory in wholesale
orgarizations to shift goods quickly in response Lo Lhe
shifting requirements of retaii outlers.™

As a reselt of these inconsistencies between produc- -

" tign and consumer demand, 3 to 4 biilien rubles worth

of unsatable goods accumulate in the trade neiwork
every year, with an especially large amount noted by
Soviel open sources in 1981, Nonetheless, such inven-
lories amount 10 only about 1 to 1.5 percent of totat

" Countrywide transporiation snarls in recent years have play~d an
creasing rale in difficuliies.with consumer goods deliveries "
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trade turnover; Soviet consumers may be dissatished,
but they have not stopped bu_'f‘ing because they cannot
find the goods they want. £ |

Strategy in the 1931-85 Plan Period

Moscow's consumption strategy for the 1981-85 Plan

cenlers on continued restraints on income prowth,

various measures Lo absorb purchasing power, and
iacreased output of giality foods. A curb on wage and
salary increases plays a leading role inr thé Plan. If
plans arc adhered to, overall growth in average in-
comes {rom employment during 1981-85 wil! be about

IS percent; '

* The average monthly wages of wage and salary
workers are to increase 14.5 poreent by 1985, or at
aa average annual rate of 2.7 pereent.

« Payments to collective Tarmers are to increase
20 percent, or at an average annual rate of 3.7
percent

Meanwhile, growth in transfer payments is planned at
23 percent (or 4.2 percent per year) in 1981-35, the
lowest rate for a five-year plan, If this target is meq,
per capita increases in transfer pavments will be
between 17 and 13 percent by 1985. As a result of
increased wages and transfer payments, per capita
money incomes wilt grow by roughly |6 percent by
{985, or about 3 percent a year, compared with the
4.1-pereent average annval rate of 1976-80. in 1981
and 1982, wages of wage and salary workers grew at
rales below plan. and wages of collective farmers a1
planaed rates.

Growth of real income is likely 10 be appreciably less
as a result of retail price increases, The Chairman of
the State Price Committec has stated thai, although
prices for “essential™ goods will not rise, price in-
creases for other goods cannot be reled out. In
addition, the price creep caused by the “new product™
pricing phenomenon and substitution of high-priced
for Yow-priced goods is likely to continue. I the
agricultural sector continucs to faler, collcctive farm
market prices also wili continue 1o rise. Throughout
the pasl decade, the sverage annual rate of inflation
in retail prices has been slightly under 2 pereent. !f
Lhis pattern conlinucs, growth¥in real per carée-
income will be only abont | perednt a year

Not all groups will expesience siower wipy growlh,

Wl ,

Wage increises remain a primary means of providing
incenives, and the regime plans 10 apply it in several
Naggring areas of the cconomy. Coal miners. for
cxaruple, ars reeciving @ 25-percent wage increass in
the 1982-43 period. Wages are slated Lo risec more
rapidly than the average in construction, rail trans-
part, and in some other problem sectors, as well as in
regions where poor living conditions cause high labor
wrnover, Wage increases for some other groups, -
therefore, will be fess thaa the planned average and
could contribule to merale problems.

As is always true of Soviet plans, wage increascs arc
not sipposed ta exceed productivity increascs. In
1982, however, average monthly wages for industrial
workers grew by 3.4 percent while industrial produe-
tivity increased by enly 1.5 percent.” For the 1981-85
period as a whole, moreover, growth in wages in
gencral is likely to exceed advances in productivity.
Wagce paymenits are likely to rise by more than

2 peccent a year, while—in line with recent trends—
productivity gains-are very likely 1o fall below

2 percent a year. The planned average annual rate of
increase in labor prod;clivily in both industry and
socialized agriculture of 4.2 percent during 1987-85 is
unrcalistic, .

Retail sales are to grow by slightly more than

4 percent per year during 1981-85. Since this planned
rale is higher than the likely increase in total dispos-
able income (3 percent per year), the ptan implics a
slower growth of savings. Within the retail sales
categorics, the supply of industrizl consumer goods is
10 grow &t an average annual rate of almost 5 percent
during 1981-85. Production of durable goods alonz is
to increase by almost 7 percenl per year. These
1argets arc ot fikely Lo be met. Thus, o meel the
retail sales targets, increased imports of consamer
goous probably will be required.

Outlook

On balance, tive regime appears to be taking z
caulious approach on consumer issues. Without im-
pinging oa defense or industrial investment. 11 has

7 Industrind wirkers comprise about one-third of total wage-ard
saln?y workers




little room for maneuver until the Food Program pays
some return and more resources can be spared for the
preduction of soft goods and consumer durables.

Although the quality and assortment of manulactured
consumer goods will continue to improve somewhat, a
sellers market will cntinue to prevail, with lack of
responsiveness by manufacturers to consumer desire
still the rule. The most serious imbalances are fikely
to be concentrated in those areas of consumgtion
where the quantitics of goods and services demanded
and supplied arc already most seriously out of line,
Only slow progress in mitigating these imbalances is
likely. , :
Impores and Retail Prices. Although imbalances in
some specific markets such as qualily foods may
worsen, the overall disequilibrium in consumer mar-
kets is likely to remain under contraf through the
mid-1980s. Because growth in domestic output of
consumer goods mzy well be somewhat less than that
of incomes during 1931-85, the leadership will need 1o
compensate. Moscow could increase imports of con-
sumer goods and/or allow some measure of inflation
10 absorb the increased purchasing power—-through
selective official price increases and through unoffi-
cial price increases resulting from substitution of
highzr-priced products and simulated innovation. .

To maintain at least scme growth in consumpiion,
Moscow will have 1o continue substaniial imports of
grain, (vodstulTs, and some manufzctured consumer
goods. But because (hese imports would likely come a1
the expense of machinery and technology imperts. .
Muoscow probably has not yet decided whether to
increase its hard curreney purchases of grain and
foodstulls much beyond current levels. The Savict
Uinion may instead increase the pressure on some of
its East Europcan trading partners to deliver more
consumer goods

Sume leadership wallling on the longstanding com-
miunent to slable retail prices for basic guods has
appeired. A Docember 1982 Pravde article on the
was!c of bread inciuded letiers by readers advocaling
higher bread prices, and a contributior o the sume.
article by the first deputy minister of the food indus-
try lacked the usual promisc of no price increases. In
his well-publicized visit with Moscow Tactory workers

"

('o;ﬁdemh’f"

:n Febraary 1983, Andropov lelt the door upen to
arice hikes, saving that “the path of rising prices | |
Jdoucs not suil us as a general one, aithough it must be
sid we do have certain distortions and discrepancies
in prices and we must climirate then.” But the
regime has held off widespread changes in food prices,
probably gambling that a good year in agriculture
would mcan more Joodstuffs in the shops for people 0
buy, and that this (combined with price increases for a
ruiige of nonfood goods and services in 1981 and early
1983} would sop up cnough rubles 10 ease pressures on
supplies of quality foods.

Experiments in Planning. Andropov's upproach w
the chronic mismatch batween consumer wants and
the assortment and quality 9f manufactured goods i
no likely to yield signilicant results. Luast July the
Andropov administration authorized « limiled and
cauiious experiment in industrial management. This
pitol praject, 10 begin in Jaruary 1984, involves five
ministrics, three ¢f which produte primarily consumer
goods but arc only republic ministries: the Ukrainian
Ministry of the Food Lndustry, the Belorussian Miais.
try of Light Industry. and the Lithuanizn Ministey of
Local Industry. Most of the szlient provisions of the
decree are restatements of provisions contained in the
two major industrial reform pregrams of the Brezhnev
cra. The basic aims are Lo give managors more say in
the planning process. encourage technological renova-
tion, and provide for wider differcntiation in basic
wage scales to reward higher qualifications and pro-
ductivity.

- There is no mention of any changes in the centralized

rationing of producer goods or of any move away from
administered prices. As the lirst deputy chairman of
Gosplan explained, “The expansion of enterprises”
rights in planning and economic activity {in this
cxperiment) is w take place in conditions where the
decisive role of state contralized planning is pre-
served.” The resulls of this cxperiment, like thosc of
previvus cconomic Lest programs, xec nol likely 1o
hold up when applied on an cconomy-wide scale. This
is because factories involved in sach experiments
generally receive priority astention (rom planacrs, a
condition which wiuanal be sustained when the pro-
gram hecomes braddly based.
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Andropov’s insistence on approaching cconomic
change with considerable circutnspection is evident
both in this July decree, and in his specch to service
veterans a month later:

Of course, comrades, in un economy of such

- dimensions and complexity as ours, one must take
extreme care. Here more than anywhere the saying
is true that one should measure seven times and
cut once, It is for this reason that in making major
decisions, we try to scrupulousily study each issue.
We embark on large-scale experiments 1o study
calmly and unhurriedly how the proposed innova-
tions work, and how they affect plan and labor
discipline, labor productivity, and the efficiency of
social production as a whole. ~ 1

The General Secretary’s reluctance to promole more
thoroughgoing changes in the economy probably
arises in past from his recognition of the importance
of guaranteed full employment in maintaining the
bond between state and socicty. The 1ypical Soviet
citizen has an ingrained fear of unemployment and is
well aware that unemployment has becn a major
problem in Western economies, and indeed, regards it
as a syslemic rather than a transitory characterisiic of
markei economies. Successive Soviet regimes have
becn well aware of this risk-averse attitude, and have
consistently pointed to full cmployment in the Soviet
economy as a major advantage provided by the sys-
tem. Such attitudes militate against reforms of the,
Soviet economic systen: which might result in greater
responsivencess to consumer dcmgnd and a better
standard of living in the long term but involve the risk
of unemployment in the short- or mid-term. ~1

Investment Priorities. Finally, some indications have
appeared that Moscow may allocate some additional
resources beyond those already included in the 1983
Plan for the food and light industries, Such alluca-
lions, however, might be at the expense of other
industrizl sectors which supply inputs to agric, -ure.
How far the new lcadership is willing 10 go in
supplying additional resources, rather than simply
shifting them among scctors supporting consumption.,
will be a clearcut signal of ils consumer oricntation.
The 1984 economic plan and the discussions sur-
rounding the formation of the 1986-90 Plan will
provide some evidence on this questior

Con{ffential

Consumptiv: Levels and Popular Maorale. The trends
in consumer demand and in consumer goods produc-
tion and distributtion, along with Andropov’s approach
tu dealing with imbalanees, mean that consumer
dissatisTaction is not likely to be mitigated soon.
Indeed, it may worsen as the share of the pepulation
born afler World War 11 increases, memories of
extreme hardship fade, and small improvemen(s mean
less Wo a more demanding population. The leadership
will have to deal with the consequerices of what is
likely 10 be at best only slow growth in consumption
for the duration of this decade. ~ V

The reactions of the populace to continuing consump-
tien problems arc likely to be manifested primarily in
grealer apathy toward the social and political values
of the sytem. Such apathy could be reflected in the
withholding of serious work cffori, an increase in
illegal private activity, and greater alcoholism, all of
which would have a acgative impact on fabor produc-
tivity. In the current era of resource siringencies, this
could do more damage 1o the economy and be more
ditficult for the regime tc counter than an increase in
sporadic incidents of civil unrest---an activity that the
regime is better equipned w0 handle )

Soviet leaders, as noted earlier, arc wel! uware of the
importance of high worker morale for (ke cconomy.
Jike 7 -, however, they cannol predict-
the benavior of the paputation on the basis of some
model that integrates the connections among levels of
living, regional and nationality differences, tolerance
for greater discipline and repression. and the many
other influences on the attitudes of the labor force. In

* & decade of slower economic growth, they will have to

grope for the right combination of resource allocation
and social policies that will permit desired levels of
investment and defense spending while not undereut-
ting internal order and stability or the basis for
cconomic growth and military power by miscalculat-
ing the wolerance of the Soviel popalation. )




Appendix A -
USSR: Trends in Savings

During most of the peried since 1965, the relative rise
in personal savings has far exceeded the increase 1n
personal incomes. The stock of savings has grown
nearly eightfold since 1965 (sevenfold on a per capila
basis), with the highest growth in the mid- and late-

-1970s. In 1980, 1981, and 1982, however, nct incre-

ments (o the stock of savings [ell off sharply, from
some 15 billion rubles in 1972 o 8.6 billion rubles in
1982. Increments to saving on @ per capita basis also
dropped steeply, from 51 rubles in 1979 to 25 rubles
in 1982, (real 1970 rubles} and the ratio of increnien-
tal savings 10 incremental disposable income fell
fiable 1)

The ratio of savings 10 personal disposable income in
the Sovict Union is near that of the United States,
generally below that of other Weslern industrialized
countries, near that of Hungary, and below some
other East Europcan countries (table 2). Over the leng
1erm, margiral rates of saving have steadily decreased
{table 3). In the USSR, as in market ¢cconoimnics,
savings arc a function of several factors, including
national wealth, income distribution, invesiment op-
pottunities, cultural palterns, pension olans, and guar-
antees against health catastrophies .

The international comparisons of average savings
rates (table A-1) and of assets/spending ratios (appen-
dix B) call into question the suspicion thar most
savings in the USSR are in some sense forced and
serve as & reminder that Sovicl citizens save lor a
number of reasons:

The genesal unavzilability of consumer credit and
the relatively high prices of consumer durables and
luxury goods mean that Soviel consumers must be
prepared to pay sizable amounts of cash for a wide
range of goods. [n 1979, for examplc, only 4 percent
of nonfood rctaif sales were made vn a credit basis.

Chronic irrepularity in the supply of consumer
go0ds cncourages increased houschold liquidity.
Prudent consumers wish ta be in a position 1o buy
guods quickly when they come on the markel. The

need for liquidity stimulates savings botb in the
form of cash hoards and savings deposits {67 percent
of all savings deposits are demand deposits).

Like citizers in Western cconomics, Soviet consum-
crs save Lo accruc interest For the Soviet citizen,
savings deposits are the only widely available legal
raeans of investment,

-

Soviet consumers, like their Western counterparis,
save to spread income and consumption more evenly
over their lifespan. Soviet parents and relatives also
save to help young people set up households.

Finally, the response of the Sovict population 1o
rumors of price increases indicates that forced savings
are not 50 large as 1o pose 2 threat Lo social order. In
September 1981, for example, Moscovites were gener-
atly awarc of the impending sharp price increases [or
several categories of goods ncarly a week belore they
were posted. Although US Embassy officials observed
some increascd queuing, they reported only a [ew
instances of panic buying and scuffling-—mostly at
retail outlets for aleoholic beverages

Dala are not available to establish a reliable time
series for cither the amount of currency in circulation
ar the amount of income from some privately carncd
income—-legal or iflegal.” Changes in cither of these
could affect the analysis of savings bchavier. For
¢xample, large increases in the muncy supply. as some
Western scholars arguc, might indicate that the popu-
luce has increased ils cash hoards and that savings in
relation 10 income have not decreased. A jump in
arivately or illegally carned income, on the other
hand. might indicale that savings in relation w in-
‘come dipped more sharply than our data show be-
cause we arc assuming Lhat private and/for illcgal

* For the istercountcy compeirisons presented bekow, hov e e
have ¢stimated cash hoidings for the Sovict population  /
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incomc increases in proportion to the incomes that we
track. in the absence of reliable data for cither aren,
wc assume that savings bank data are representative
of trends in all savings and that income that cannot be
accounted for follows the same trend as income for
which data are accessible,

These caveais aside, the drop in savings rates can be
attributed 1o an acceleration in consumer spending in
1980 and 1981 not matched by an cquivaieat rate of
growth in total personal disposable income. Looked at
another way, the drop in savings rates can be ascribed
to slower growth in real incomes that led consumers to
cul back on savings. Real personal disposablc money
. income grew annually by 2.1 percent in 1980-81,
compared with 3.4 percent annually in 1976-79.
Preliminary data for 1982 suggest that because of
.nflation the growth in the real income of the popula-
tion was halted last ycar, Steep Qrice increases for
sleoholic beverages and several other goods in late
1981 probably were responsible.'®

Growth in savings will probably continue to slow in
the 1980s as inflation rates approach wage rate
growth and as the proportion of wage earners, who
tend 1o save, shrinks, while the share of pensioners,
who draw down savings. grows. The labor force,
which grew by nearly 20 million during 1971-89, is
expected to increase by roughly 9.5 million during
1981-90. During the 1980s, 9.5 million people will
reach pension age—morc than twice the level of the
1970s.

* Inflation is measured by an “altermative™ index of prices in s1alke.
cooperative, and onllective farm outlets constructed by CEA (scc
appendix C)

" Since 1977, live rounds of retail price increases have been
announsed, covering so-cabled lunury goods, sorne categories of
doniegtic transporiation alcohel and wobacea products, 2nd mber
selected products, .
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Table A-1
USSR: Marginal snd Average
Propensities To Save by Year

" Net Additions 10 " Ral Per Capita Disposable

h :‘wcra'gc “P-J.;nginal
Real Per Capita Savings Moaner Incomes (1970 rubles) Propensity Propensity
{1970 rubles) To Saves To Save *
Toual Aonual Change  Tedal Annual Change
o £ L Lo A e
19.333 s Tsaase
17754 Sisg T ses3
24.618 6834 62063
M018 TR0 T
TTnems T Teaws T eB04n
27.927 8348 701.5:
30.072 2145 71072
31.312 B 1.240 737.85
39.427 Y TR, 2 )
45423 8096 197.09
44.286 - 82671
49.096 4810 34488
0.4 T lody gesT 2
51.361 1217 AT
14.028 —17.33)  89is
W07 wsaae_ w9eT
24.5%0 2 $96.26

Source: Total savings arc savings deposits plus bond purchases
minus net borrowing. Bond purchases (state loans) and net borraw-
inp arc from 1zbles C-1 2nd C-2 in appendix C. Per cagilz savings
are obtained by dividing rotal savings by midyear population, which
is from US Department of Commerce, Burean of Ecanomic
Analysis, Foreign Demographic Division: per capita savings detlar.
ed by the “aliernative” price index,

# Avcrage rates of saving arc real per capila savings 45 a share of
real per capita disposable moncy incomes,

* Marginal ratcs of saving are the anaual ckange in real per capita
savings as a share of the annual change in real per capita disposable
moncy incomes,
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Table A-2

USSR and Selected Countries;
Net Additions Lo Savings 25 a Percent of
Personal Disposable Income ¢
T T YT e T isrs a3 em 191 1s19 1980 1gEL
P o G T S e e i e
more than 89000 e e e e e e e
3108 . 100 98 103 0S5 102
188 184 166 115 159 141
36 69 56 52 s
_We 16.6 14.7 136 )
Per Capila GNP T
57,001 109,000 e — e —— e
B .l_a'p_.:_q o 18.2 2.1 2.4 . 21_0 20.6 133 NA NA
Netherlands WO a8 146 123 114w N
Per Caplla GNP - T )
300000 .l
_ Caechoslovakia -
East Germany e L
italy o —_— Las oo s
_ United Kingdom - NULLE SR
Per Capita GNP -
$3.001 w 5.000 . i _ .
Bulgada e B 80 &Y 4333 ta 60 8S L
. Hungary o 42 4l &) 4y 54 30 1S 36
. Poland x5 4B 34 T3 32 36 24 81
USSR - T 5o 5s st T ss 5h <% 16 L

Source: Countries are grouped by per capita GNP in E980 as given
in Herbert Bluck, The Planetary Product in 1980, distributed by
Burcau of Publi¢c AlTairs, US Department of Statc, 198); ratios for
Weslern counlries [rom {nternational Econoic Indicators, Junc
i981, US Department of Commeree: ratins for USSR derived from
Narodnoye khozvaysivo, 198C, and calumn ), tabic J of appendix
C of this paper; ratios [or East European countries derived from
Siatisticheskiy vezhegondaik stran-chiergv SEV, 1980, and Alton
ef.al., Kesearch Prajects on Nationaal {ncome in East Censral
Eurape, Mos. 70-77, 1982,
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Table A-3
USSR: Marginal Rates of Sarings »

Years Marginal Rates

1965-70 X1

wors o ene
197579 oo
196579 0.088

» Merginal rates of savings arc th: annual change in res! per capita
savings us & share of the annual change in real per capita disposable
money incomes adjusted to & Lrend line basis for the period.
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Appendix B
USSR and Selected Countries;

Co ia)

Ratios of Assets to Consumption Qutlays

Both Western and Sovict writings have frequenily
interpreted the seeming growing imbalzances in con-
sumer markets—as manifesicd, for example, in long
lines and frequent resort to rationing—and the large
annual increments in saviags of the 19705 as evidence
of excessively large increases in purchasing power.
According to this view, pervasive and overt inflation i
avoided only because the authorisies keep a tight lid
on prices in state outlets; the regime's commitment to
price stability then gives rise to repressed inflation,
reflected in (e accumulation of large stores of essen-
tally involuntary s_avirlgs.

[n this interpretation, Soviet houschold savings are
formed largely as a consequence of moncy-goods

- imbalance—-that is, goods are unavailable in suffi-
cienl quantity 10 match purchasing power. Indeed, in
recent years a spate of articles in Soviel cconomig
Jjournals and in the popular press, citing the eightfold
growth in the stock of Soviet personal savings since
19635, have called for better cconemic planning to
improve the money-goods balance. Some Sovist econ-
aiaists have noted in the open literatuse, for example,
that as much as 50 percent of houschold savings may
have accrued from 2n imbalance between purchasing
power and the availability of desired consumer goods.
[n a recent article, cconomist and academician V. D.
Belkov said that “the conseyuences of the commodity-
money imbalance have outgrown the lramework of
the economy and have become 3 great social evil,
Therefore, when ranking the goals and tasks of cco-
nomit development for the immediate {uture, the
achicvement and mainicnance of a balance should be
put in first place.” Sovicl planners fear the effects of
higher-than-planned levels of purchasing pawer upen
retail sales plans. work incentives, und biack-marker
aclivily.

To test the proposition that a failure 1o control
incomes andfor 10 supply enough gocds and services
to the ropulation has led Lo a savings overhang in the
LS. we have compiled ratios of gross and nct
financial assets to consuner spending in the Soviel
Union aad sclecicd vther countrics. The results of out

BN

testing indicate that most personal savings in the
USSR are not forced. Soviet financial assets are
defined as currency plus bank deposits plus holdings
of state bonds. Sovict financial holdings were pui on a
net basis by subtracting long-term debt and credits to
the population of purchases in state retail and cooper-
aiive networks.” :

The financial assets of Soviet cilizens are over whehn-
ingly in the form of savings accounts, which amounted
Lo 166 billion rubles at the end of 1981, The Sovicts
publish no figures on currency holdings, but we
assume that they are 40 percent of savings deposits.
The basis of this admitted]y notional figure is a
statement by Gosbank Chairman Alkhimov that cur-
rency holdings are far less than balf of such deposits.
We also compiled a series for holdings of state bonds
{whick may be considered fairly fiquid because they
may be sold at banks} on the basis of recenity relzased
data in the Soviel press. Finally, some informaticn on
personal-sector debi is published by the Central Sta-
tistical Administration.

On balance, we believe that our estimate of ihe Sovier

savings/spending ratio is on Lhe high side because:

= Our estimate of the population’s currency hoidings
seems, on the sirength of the Alkhimov statement.
w bz high.

* Qur series on bond holdings includes holdings by
collective farms as well as individuals. .

+ The data on debt exclude some farms of financiak
lizbilitizs such as shori-term: debts

The ratio of financial assets to consumption outlays
for the USSR is quilc low in comparison with those
for the United States and 1he United Kinpdom, where

* Qu: caleelations include only faanvia! assets sines suagible (or
phiysical] asscts 3o aot reflect unsatisficd parchasing power. Fur-
thermare. most linxncial asscis are liquid, and a hypathesis of a
targe, potentially destalifizing savings overhang presupposcs thar
the overhang is composm? marily of money or asscts readity
eanveriable into mancy
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the phenomenon of uarequited purchasing power is
absent (table B-1}. The ratio for the USSR has
doubled since 1965, and recently stabilized; for the
two market economies the ratio has declined, a devel-
opment which largely can be explained by shifis of
linancial assets into holdings of tangible assets and
growth of consumer debt. Ir relation 1o Hungary,
however—a CEMA country where consumer markets
are largely in equilibcium and queues and rationing
are generally absent—the Soviet ratie is somewhat
higher. But the ratio of gross personal financial assets
(debt is not subtracted) to household outlays

{table B-2) is roughly the same in both countries,
suggesting that the degree of unspendable purchasing
power in the USSR is no worse than in Hungary.”
The gross asset/consumer spending ratio in Bulgaria
is considerably higher than in cither the USSR or
clungary. (Data for Bulgaria on net {inancial assets
are not available.) Since imbalances in Bulgarian
consumer markets have been no worse than in the
USSR, the higher Bulgarian ratio also argues against
the existence in the USSR of a large, involuntary
savings overhang

Both the net and gross ratios between financial assets
and consumer spending are higher in the USSR than
in Poland. At first glance, this may seem odd because
supply and demand imbaiances have been morc severe
in Poland thdn anywhere else in Eastern Europe. The
Poles, however, have allowed a far greater degree of
overt inflation than any other Warsaw Pact coantry,
so that rising prices have drained money from con-
sumers that otherwise might have increased savings.
The Sovier Government, on the other hand, has kept
the rate of inflation for consumer goods at a relatively
low level through subsidics in two subsectors of the
censumer economy—housing and foodstuffs; Moscow
has been especially reluctant to anger workers with
price increases for consemption necessities at a time
ol low income growth. .

* The casc for using gross asscls—~ihat is, for not subtracting
personal debl—rests on (he assumption that savings ars accumulas-
«d indcpendently of debt in countries such g5 the USSR and
Huegary, where yearly debt payments are fikely 10 be smail. -
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Table B-1
USSR and Selected Countries:
Ratio of Net Personal Financial Assets
to Household Qutiays for Consamption, i960-31 -
Year o " usse Ls Hungary Puland
0.23
3 0.21
L . REa
) [ R 0.33 -
R
040
L
kLR e e . S X L
1978 B e Tl
wn N 040
1980 R _osr . . .oy
1981 - 681 Na

» End-of-year net {inanciai assets divided by same year household
outfays for consumption,

Sources: Figures for US derived from data providud by the Flaw of
Funds Section. Division of Rescarch and Siatistics, Buard of
Gavernors of the Federal Reserve System and from Economic
Report of the President, Feb. 1937
L}
i

i CHGaI ey 25SETS (07 LC LD Priounadl SECLor Nciuae acposits
ang credit market instruments (1his category includes currency
hotdings). corporate equities, life insurance reserves, pension fund
reserves, and cquily in noncorporale business; Mnancizl Habilitics
for the US personal secior include credit markel instrumens (home
mortages, ather mortages, installment consumer credit, and bank
1osns) and deferred and unpeid lifc insurance premivme

Y
]
‘., FIgures $ar the USIR were donved irom

N, Ka., various years. and our cstimates of houschold outlays for
consumplion are cxplained in table 1. Since financial acoounting for

27

the Saviet personal sector is not available, bolding of curreacy by
individuals is assumed to be 40 percent of the yeurly smounts of
personal savings in banks. which may oversiate the case. Stute
Bask Chairmzn Alkhimov has stared that the ratio of currency
Foldings 10 savings bank deposits is “far less™ than .5, This. plus
personal savings deposits plus holdings of staic bonds by the
population and collective farms, minus the long:term deb of the
population ceodit granted to the population for the purchase of
goods from the stale retail and cooperative networks was considered
the cquivalent of net financial assets for the persanai sector. The
ratio for Hungary was derived {rom data in Internationa} Monctary
Fund, International Financlal Statistics, August 582, and Thad
P. Allon, ef al.. “Personal Disposable Moncy Income of the
Population in Eastern Eurape, 1970-1951." Research Projec: on
Nagional Income int Eagr Cemtral Europe Occasional Fapers, 1982,
and Staticheskii ezhegodnik strar-chlenov sovera ekonomicheskoy
vaaymropamoshchi. 1981, The ratio for Polund was derived from
Alton et al.. and From Roczatk statysivczny, 1981, which gives
savings, debts, amd currency noldings of the population. The ratmo
for Bulgaria was derived fron data in Alion ef al. and Sratistiches-
ki E=hegednik: urrency holdings of Lhe pupulatiua were assumed
o be 40 percent of savings.
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Table B-2

USSR and Selected Cauntrics:

Ratio of Gross Personal Financial Assets

to Houscheld Outlays for Consumption, 1265-81

Year USSR us

1965 T TTeas . aam T
1966 _ 041 agr
1967 0.47° 4.46

1968 T ass
1969 0.2 416

1970 055 _ 404
197] 0.57 4.12

1972 0.60 417 i
1973 0.6 3.84

1974 0.66 352
1975 0.69 3.66 ]
1976 0.13 313
1977 0.17 3.61

1978 0.81 361
9% 0§ 367
1980 0.83 383

1981 0.84 361

Bulgaria

Hurgary

Puland

Sources; sec 1able B-1.

Configtntinl
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Appendix C

(}nﬁdem‘l!r—‘

USSR; Calculations of Perscnal Money Incomes,
Deductions, and Personal Disposable Money Incomes, 1950-82

Table C-1
USSR: Personal Money Income s

e T 50
"1 Toual personal moncy income __ 45.42 62,35 B464
2 Gross earnings al’ wagt lnd 32 00 44.51 599

salary workers _

3 Wage paymenls tocallective | 1.18 306 494

I‘arm members

"4 Net incomes of bauseholds from 535 609 115 684 90 836 897
_..3ale of farm products e e e e e ene o ettt
5 Profits distributed 10 NA 001 062 0.02 002 0.02 002 .02 0.0} .03

eooperallv: members

S Miliary pay amd moneiy 355 VA 2
_allowanes o
7 Teansfer payments _.Dq lO 39‘ |
8 Pecnsions and wellare . 522 963

L payments

9 Pcnsmm _

lO Wclfarc payments

n Supcnds 16 s\:udcnu S

12 Insurgnce indemaities 004 004 Tl]

) N060_ LK) 1

o ueo"_'_'_

143 0%
~0.09 006
0.2 0.2

1963 1966 1987 1968 1969 1970 1971
12278 13364 14398 15928 169.45 18219 1986)
§9.05 9583 10340 14509 12331 13205 14002

BS3 1033 1LRs 1258 1282 1249 (024

3328 har ise e ez 4n

1385 1538 1622 18327 1991 196 2349

325 338 27 am s
0%0 18 _LI0_
026 037 019 088 G55
000 010 020 020

078

9 puﬁ tutial

iSOU 1635 1771 1997 2180 2404 2628 2%,

1e0 1500 1620

609 007 <004 —0.06 ~0.04 003 -0.03
6it 04 oss Gés om om Lo

Bitlion rubles

1912

206.|5
148.74

1382
93

004

n? IJU ’ IJ‘O Tl
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Table C-1 (continued)

T Tiem et usts 1936

"V Tott personal money income _ 218.56_234.42_249.01 26460 276.14 29109 30014 )I030 31367 3MENT

2 Gross carnings or wage and 151 83 16897 178.7¢4 189.36
. salary warkers

3 Wue payments l(;-;)“&:llve '-mmihi.-l-l"“l-zéﬁ ) Mjnl ’ ISOS ‘

fnrm members

4 Net ingomes of houscholds from 9.8 1002 10,07 10.99

R sale of farm products o ¥ e,
5 Profits distributed 10 004 003 003 o0
cnopcrativc mcmbcrs i
6 Military pay and monctary 431 477 436 49
e l“o\l'll'lﬁu s e - o — o —— i 3 1 o o e i T R —— TES 3 e - gnmm -
7 Trms-fcr payments M0N0 3127 33.03 "50.93

Biltion rubles

1977 197 1979 1980 19R1 1982

198,14 20841 216.72 22801 2590 24500
1558 1598 1617 1661 1661 17.41
1059 1236 13:2 1434 5w ey
‘004 003 00d cod oas 005

d96 500 SI0 S.M4 SI6 520

279 4500 aTS6 St28 5445 5810

E Pensions md welflare payments —-27.49 19.1__7” 3339 542

36.84

9 Pensions _ 080 2210

_280 2870

740

10 Welfare payments o 6.69 B .

11 _Stipcnds to students i 1.90 50
!2___I_nsurannr. 'ndcmmur_s 1.51 0

_l_J_I.mn service . 0. o . ’ 1.3

14 Net borrowing 603 002 003 —0n LR 007 029 027 R
15 \nterest on savings a2 s am 243242 2 30 350 330 Thay

* Sources and methodology are given on the following pages

Sources and methodology for table C-1 are as follows;
I Total money personal income:

All years—-Sum of lines 2 through 7 and 13
through 15.

s

2 (Gross earnings of wage and salary workers:

a 1950, 1955—Narodnoye khozyavsivo SSSR v
1974 godu, Moscow, 1975, p. 549, 562 (hercalter
V. Kh. and the appropriate year), Includes gross
earnings of cooperative artisans of .88 billion rubles
in £950 and 1.17 billion rubles in 1955, respective-
ly. Cooperative artisans carned 2 wage equal 1o
two-thirds that of industrial wage and salary work-
ers according 1w US Burcau of the Census, Produc-
ers Couperatives in the Soviet Union, by Frederick

('}nﬁdtﬂTﬁT

A, Leedy, International Population Reports Serics,
p. 95, no. 51, Washington, DC, p. 14. The average
annual number of artisans is reported in N Kh.
1964, n. 545. The average annual indusirial carn-
ings arc from Trud v §55R, Moscow, 1968, p. 140.
Producers’ cooperatives were converted inlo state
cnlepriscs in 1960, and members were then classi-
fied as state workers.

o

1960, 1965-74---¥, Kh. 1975, p. 531, 546. 1975-
2. N Kh. 1980, p. 357, 354, M. Kh. 1982,

pp. 364. 370, Grass carnings arce the product of the
average annual number of wage and salary workers
snd average monthly earnings, adjusted te an annu-
al basis.




3 Wxge payments to collective fsrm members:

a 1950, 1955, 1960—David W, Bronson and
Constance B. Krueger, “The Revolution in Soviet
Farm Houschold Income, 1953-67.” in James R.
Millar (ed.), The Soviet Rural Community, Univer-
sity of [linois Press, Urbana, 1971, p. 250.

b 1965-80—Derived for each year as the product of
(1) official statistical handbook data regarding total
wage payments (money plus in-kind) made by col-
lective farms 1o collective farm members for their
work in socialized activity of the farms and (2) the
share constituling money payments only, Data for
total- wage payments {monsy plus in-kind) are avail-
able for 1965-70 in Sel'skope khozyaystvo SSSR.
Moscow, 1971, p. 479; for 1971-74 in N. K. 1975,
P 414 for 1975-82—N. Kh, 1980, p. 254, ¥V. Kh,
{982, p. 255. Money payments accounted {or 79.4,
percent of total payments (maney plus in-kind} in
1965 (V. N. Zhutikov and V, 1. Solomakhin, com-
pilers, Spravachnik po oplate truda v kolkhozakh.
Moscow, 1973, p. 10} 85.6 percent in 1966 92.4
percent in 1967; 93.7 percent in 1968; 96.9 percent
in 1969 (S. V. Rogachev, Ekonomicheskive zakony
i razvitiye sel’skogo khozyaysiva, Moscow, 1973,
p- 217); and 93.6 percent in 1970 {Zhurikov and
Solomakhin, op. cit.). Money payments are estimal-
ed to amount Lo 94 percent in 1971, in line with the
1970 share; to 95 percent from 1972 through 1976,
and 96 percent during 1977-82. Withholdings from
social security and social insurance are then de-
ducted from 1965 on. According Lo V. V.
Kochtarev, Rol’ kredita v povyshenii effektiviosti
kolkhoznogo priczvodsiva. Moscow, 1977, p. 29,
withholdings from payments 1w coltective Ffarmers
were 599, 1.047, 1.440, and 1.584 billion rubles in
1963, 1970¢ 1973, and 1974, respectively. Accord-
ing o §. A. Usatov, Eknnomika i finansy pred-
privariy, Moscow, 1981, p. 250, withholdings for
social security in 1979 were 6 percenl of BIOSS
kolkhoz income. Usatav., p. 234 and L. S. Galimon,
Finansy sel’skoge kkozvaysrva, Moscaw, 1976,

R 207, state withholdings lor social insurance are
culculated as 2.4 pereent of payments w tabor

Confidential

4 Net income of houscholds from sales of farm
producis:

a 1950, 1955, 1960, 1965-75-— Nel income of housz-
holds from sales of farm products is derived as the
difference between (1) total money income of house-
holds from sales of farm products—sales to state
procurement and state and cooperative trade orga-
nizations, szles in collective farm exvillage markets
and comraission trade, and sales of livestock Lo
coflzctive farms and (2) money outlays—purchases
from outside the sector of materials and services
used in production of these agricultural products
and indircet taxes. Included in indirect 1a%es are
fecs charged collective farm market traders and
taxes levied on livestock holdings of households. A
detailed methodology is given in “USSR; Gross
Nationa! Product Accounts, 1970, A(ER) 75-76,
Nov. 1975,

b 1976-82—The above series is extended by using the
growth rates derived from adding the sales of farm
products to consumer co-ops and the sales of farm
products ai collective farm markets found in A, Kh.
1980, p. 421, N. Kh., 1982, p. 424,

5 Profits disiributed 10 cooperative members,

Consumer cooperalives constitute a separale Irade
network, paralicling that of the state stores but de-
signed primarily o service rural arcas wilh stores and
restauranis, A cooperatfive is usually composed of
residents of a single village. Nominally, the coopera-
live system is controlled by its menbers, but the
government actually exevcises strict contrel over prof-
ifs, prices, and carnings, A small share of profits is
distributed to members. During 1962-65, 68.4 million
rubles were distributed to cooperative members ac-
cording 10 A. P. Llyushin ted.), 50 lef soverskow
potrebitel skay kouperatsii, Moscaw, 1965, p. 142,
Total cooperative profits for those years were 3,389

miltion rubles. (V. Kk, 1963, p. 637 and N. Kh. 1964,

r. 747)) Dividing disiributions by profils results in a
distribution rate of 2.02 percent. This rate is applicd
to reported profits for cach year.

C'};ndenm?r
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a 1950, 1960, 1965-67--N. Kh, 1967, v. 857.
b 1955--N. Kh, 1960, p. 843,

c 1970-74—N. Kh. 1975, p. 725.
d 1975-82—N. Kh. 1980, p. 303, V. Kh., 1982,
p. 514,

& Military pay and monetary allowances:
a CIA serics in current cubles.

7 Transfer payments:

2 All years—Sum of lines 8, 11, and 12,
8 Pensions and welfare payments:

The Soviet Union has established an cxtensive pro-
gram of social services covering a wide range of
contingencics. The state social securily program—
which includes benefits for sickness, maternity, and
large families, and pensions for old age and disabil-
ity—covers workers in state emterprises. Since 1965, 2
similar but more limited program has existed for
collective {armers, Pensions and welfare payments are
derived as the difference beiween total ouilays for
social security and social insurance, including pen-
sions, and the sum of outlays for health resorts and
sanitoria, kindergartens and pioneer canps, and
miscellaneous.

a 1950, 1968-6%-—N. Kh. 1962, p. 171, T74.

b 1955—N. KA. 1958, p. 905-906, adjusted, assum-
ing relationship between cxpenditures in 1950 as
reported in V. Kh. 1058, p. 905-906, and in V. KA.
1969, p. 171, 774, epplicd in 1955.

¢ 1960, 1966-67—-N. Kh. {968, p. 776, 7179,

d 1965, 1670-74—N. Kk 1975, p. 744, 746.

c 1975-82N. Kh. [980, p. 381, 527, N, Kh. 1981,
p. 419,564, N, Kh, 1982, p. JKL.

<-M

9 Pcnsions:

State workers and collective fa..-mers are given pen-

sions for permancnt disability, survivor, old-age, and

long service. :

a 1950, 1968-6%--N. K&, 1969, p. 758,

b 1955— Estimated to be 72 percent of pensions and
welfare payments, based on the relationships eaist-
ing in 1950 and 1960.

c 1960, 1966-67-—N. Kh. 1968, p. 776.

d 1985, 1970-74—-N. Kh. 1975, p. 744,

e 197582 A Kh. 1980, p. 524, N. Kk, 1981, 1. 564,
N Kh., 1982, p. 381,

10 Welfare payments:

a Toual pension and welfare payments (linc B) less
pensions (line 9).

1! Stipends L0 students:

a 1950, 1955---Raskhody na soisial no-kul'‘turnye
mercpriyativa po gosudurstvennomu byudzhetu
SSSR. Moscow, 19538, p. 46.

b 1960, 1969-70—N. Kk, 1970, p. 517.

c 1965, 1978-15--N. Kh. 1975 pn. 568

d 1966-68 ..-Estimates based on numbers of studenis
in higher cducation (N. Kk, 1968, p. 682, and
N. Kh. 1969, o, 675) and avcrage stipend paid in
1965 and 1969,

¢ 1976-81--N. Ka. 1980, p. 381, N. Kh, (981, p. 419,
N.Kh 1982 n 381,



12 Insurance indemnilies:

Sum of compensation received For persenal properly
and life and accident insurance claims.

2 1950, 1955, 1960, 1%65-66—G. P. Kosyachenkn,
et. al., 50 ler sovetskikh finansov, Moscow, 1967,
p. 347-348.

b 1967-68—A.. G. Zverev, Natsional 'nyy dokhod f
JSinansy SSSR, Moscow, 1970, p. 282,

¢ 1969-—Ekonomickeskaya gazeta, Na. 41, 197!,
o 6.

d 1970—Finansy SSSR. No. 1, 1971, p. 10.

¢ 1971-73—Based on Ekonomicheskava gazeta,
No. 41, 1971, p. 6, and Finansy SSSR, No. 4, 1973,
p. 5.

{ 1973—Finansy SSSR, No. 4, 1974, p. (4.

g 1974——Finan!5y SSSR, No. 6, 1975, p. 5.

h 1975—Finansy SSSR. No. 5, 1976, p. 17.

[ndemnitics for 1976-80 estimated by applying in-
demnilies-to-premia ratio {.618) for the 1976-80
period as a whole Lo the premia figures lor individ-

ual years 1976-80. A total of 20.167 billion rubles in

indemnities was paid in the 1976-80 period accord-
ing ta Finansy SSSR, No. 10,198, pn.

j 1981, sstimated, 1982, Pravda. 6 June 1983 p 3.
13 Lozn Service:

4 1950, 1955--N. Kh. 1958, p. 900,

b 1960, 1963-68~-IV. Kh, 1948, p. 774,

¢ 1969-30---N. Kh. 1970, p. 73Q.

d 19T1--N. Kh. [922-72. p. 482,

Since 1971, budget reporting has carried no Hem an

loan service. Estimates for 1972 forwaed are based aa
the following:

e 1972-73—Den'gi i kredir, No. 1, 1974, p. 4. in
1972 and 1973, 2.6 billion rubles and 3.6 billion
rubles of 3 percent lotiery bonds were sold
respectively.

t 1974-75—Dren'gi § kredit, No. 11, 1974, p. %0. The
governmen! resumed redemption of the subseription
foans in December (974, In 1974 and 1975,

1 billion rubles were to be paid 1w the population.
Total loan service for each year also includes un
estimated 0.1 billion rubles of payment for
3-percent lottery loans. Fiaansy SSSR, Mo, 4, 1976,
p. 24, confirms that in 1974-75, 2 billion rubles of
loans were paid ofT,

g [976—Loan repayments arc estimaled ai 1) bil-
lion rubles, Finansy SSSR. No. 1, 1976. 0. 6.
conflirms that loan repayments to the population are
continuing. Finansy SSSR, No. 12, 1976, p. 7.
states thai the plan for 1977 loan repavments is 1.2
billion rubles. Threc-percent loticey winnings are
continued a1 G.1 biilion rubles, a reasonable esti-
mate aceording to Den'si { kredit. No. 1, 1975, p. 8.
and No. 4, 1976, p. 5.

h 1977-B0—Eslimated.

i Toisl lottery bond poldings by the population are 7
billion rulbles. fzvestiva snvetov narodnykh deputa-
lov SSSR. ¢ Oct 1981, p. 6. Pravda, 23 Qcy 1981,
states that the plan for 1981 lean repayments is 1.§
bitlion rubles. 1982 estimatzed.

14 Net borrowing:
The difference between long-term loans to the popula-

tun outstanding at the crid of the given vear and loans
outstanding ut the end of the previcus year,
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1950, 1955— Vestnik sraristiki, No. 2, 1960, p. $9-
92.

b 1960:—N. Kk, 1962, p. 639.
¢ 1966-68—N. Kh. 1968, p. 179.
d 196%-——N. KA. 1969, p. 774,
¢ 1970-—N. Kh. 1970, p. 735.

{ 1974-75—N. Kk, 1975, p. 147.

[

1976-BY\—N. Kh. 1980, p. 528, N. Kh. 1982, p. 526.
15 Interest on savings:

Siate savings banks offer the foltowing major Lypes of
accounts for individuals:

« Demand (vklady do vostrebovaniya) paying 2 per-
cent yearly interest,

« Time (srochnyye vklady} paying 3 percent yearly
when held for more than 6 months;

= Lotwery deposit (vyigryshnyye vkiady) paying an
average of 3 percent yearly in winnings. (A, P.
Sakharov and V. K. Chirkov, Operatsii sberegartel-
‘ny'kh kass. Moscow, 1973, p. 21-23).

ror all years except 1950, interest paymeats are
assumed o be 2.2 percent of average annual repartzd
deposits, based on Vestnik staetisiiki. No. b, 1967,

p. 22, which siated thzt interest on savings amountcd
to 383 million rubles in 1965—-2.2 nercent of average
annual deposits in that year. Demand deposits make
up the buik of savings accounts, amounting Lo 7.4
percenl in 1971 according 1o Den'gi i kredit, Na. §,
1971, p. 68. The szme article staied that no signifi-
cant changes occurred in the distribution of deposits
by category during 1965-70. In 19735, the proportions
remained about the same; approximatcly 70 percem

of savings deposits wede in long-1¢rm accounis accard-

ing o Finansy SSSR. No. 4, 1976, p. 21.

S_'g;lﬁdt"n!uﬂ

For 1950, however, interest payments are asssmed to
equal 3 porcent of total deposits because, according Lo
Vestnik statistiki, No. [, 1967, p. 22, interest pay-
ments were lowered from 1 10 5 percent o210
pereent in 1955,

a 1950, 1968-694—N. K&, 1969, p. 385

b 1955, i968-69—N. Kh. 1969, p. 585.

¢ 1966-07T-—N. Kh. 1967, p. 099.

d 1965, 1970-75-—N. Kh. 1975, p. 597.

c 1976-717—N. Kh. 1977, p. 434,

f 1978-80—nN. Kh. 1980, p. 408.

g 1981-82-—N. Kh, 1982, p. 414.
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Table C-2
USSR: Deductions From Personal Money Income, 1950-82

CTTTTIITEETT T30 1955 1960 1968
AT 630 9ky
48 580
3155
044 Can_
033 0356
uw ots o7

3 Personal income¥ax
4 Agricultural tax
_S_B_a_chctor and small family tax
6 Local taxes

1]

XN

.

N

dillian ruble:

196 1967 1968 1970 9 92

12031388 4,
843 931 1030 .

697 1343 2022
1274 1372 1479
TiLeL 1254 1387
3ol
o0 06 ud)
018020 pan

0.1% 0.1%

7 State loans ____.0‘.08. 0.18

.ea

Y 047031 0M

8 Trade union ducs 0.‘55-_“.__‘_@36

096 1.08 133 i

9 Party hip dues 0.93

AL JOE W
0.37 0.42

Al 0.y 024

027 029 032

10 Insurance preciiums 0.04 ﬁo‘ .

087 102 L9

0.40
L s

Table -2 (continued)

197

1974 13rs 196

1 Dipect taxes

3 Personal income tax

4 Agricultyral tax o
3 Bachelor and ymall family tax _ |
§ Local tanes

7 S|ale_ toans

o .
ans "o 044 086 060
wniondues __TUUE3 138 18y e
.04 oas 0e

6 adf 476

S_Ira.dc union duecs

9 Party membership ducs

10 Insurance premiuns

Y1931 T9n kw9 iss0 1sEI i%62
AL
LH8T8  n01

g 0.:%

Biltion rublex

T

2

]

1932 2040

.
Lk o0 o031

030 060 046 o010

e

CET 0801
9.00 9.7

594 659

* Sources and methodolegy are given on the foliowing pages ¢
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Sources and Methodology for Table C-2 arc as
follows: ’

1 Totai deductions:
a All years—sum of lines 2,6, 7,8, 9, and 10,
2 Direct taxes:

a 1950, 1953, 1960—Gosudarsivennyy byudzhe:
SSSR i byudzhety sopuznykh respublik, Moscow,
1966, (hercafier Gos. byud., 1966), p. L1.

b 1965-70—Gosudarstvennyy byudzhet SSSR i -
byudzhety soyuznykh respublik, 1966-70 gg.,
(herealter Gos. byud., 1972) Moscow, 1972, p. L 2.

¢ 1971-75—GCosudarstvennyy byudzhet SSSR i
byudzhety sayuznykh respublix 1971-75 gp., (here-
aiter Gos. byud., 1976), Moscow, 1976, p. 9.

d 1976-80—Gosudarsivennyy byudzet SSSR i
byudzhety soyuznvkh respublik 1976-80 gg., Mos-
cow, 1982, p.11,

¢ 1981-82 &, Kh. 1982, p. 520.

3 Personal income tax:

a 1950, 1955, 1960, 1965-70—sources a and b of 2
abuve,

e

1971-75—source ¢ of 2 above.
¢ 1976-80—source d of 2 above.

4 Agricultural tax:

a 1950, 1958, 1960, 1565-70——sources a and b of 2
above.

b 1971-75—s0urce ¢ of 2 above.

c 1976-8B0—source d of 2 abuove.

(¥, )

Bachelor and small-family tax:

a 1950, 1955, 1960, 1955-70—spurces a and b of 2
above,

( gofdeRTaal

~l

b 1971-75—-source < of 2 above.
¢ 1976-%0—-source d of 2 above.
6 Locai taxes:

It is asswined that half of local taxes paid for state
fees, building taxes and land rents, and onc-time
collections at collective farm markets are paid by
individuals. In addition, local taxes include 2n *ad-
mission tax™ paid solcly by institutions (US Burcau of
the Census, The Soviet Financial System: Structure,
Operation, and Statistics, Washington, 1968, p. 127-
28).

a 1950, 1955, 1960—Gos. byud., 1966, p. 70, re-
duced by value of “admissions tax” from Gos.
byud., 1966, p. 70, and half the value of taxes paid
on the three categories listed below.

b 1965-70-—Gos. byud., 1972, p. 77, reduced by
value of “admission lax" from Mestnyye byudzhety
SSSR, Moscow, 1970, p. 11, “Admissicn taxes™
assurned to grow by 3 percent in 1969. Since 1969,
“admission taxes” are assumed to be the residuai-—-
total local taxes less the sum of state fees and
building tax and land remt.

(2]

1871-75—Gos. bypud., 1976, p. 74.
d 197¢-82--cstimated.

Siate loans:

[

1950, 1955, 1960---Gos, byud., 1966, p. 1}, In-
cludes compulsory bond purchases of 2.6 biilion
rubles in 1950 and 3.0 billion rubles in 1955,

b 1965-710-—CGas, bvud,, 1972, p. 12,

¢ 1971-75—Gas. byud., 1976, p. 9.

d [976-82—V. Kh, 1980, p. 522, N. Kh. 32, p. 320

k14




# Trade umyn ducs:

Trade union ducs are the product of trade union
membership and 1 pereent of the sverige annual
wige. The rate is found in Spravechnik prefsoayiz-
ungo rabotnika, 1979, Moscow, 1979, p. 387, The
average annual wage is derived by adjusting the
average monthly wage, found in ¥, KA., to an annual
basis. Data on Lrade union membership are scatiered
but gvailable for several years. Membership is estab-
lished for 1949, 1954, 1959, and 1963 in Emily C.
Brown, Soviet Trade Unions and Lahor Relations.
Harvard, 1966, p. 48. Membership for 1967 and
1971 is given in Sovelskoye prafsoruzy. estimaled on
the basis of pereentage of state labor Yorce belonging
o the trade unions or by percentape increases in Lhe
state labor force. State taboc force data are found in
N Kh. 1074, p. 549, Mombership for 1976 is given in
Sovetskove prafsovuzy, No. 22, 1976, p. 2. Membes-
ship for 1977 is given in Ekonomicheskaya gareta,
No. 12,1977, p. 24. Membership for mid-1979 s
given as 125 million in Moscow Donicstic Service, 28
June 79, membership for 1978 is assumed 1o be (20
millien, Membership for | Janeary 1980 is given as
127.3 miltion (Poliricheskoe samovbrazovanive. No.
1. 1981 and as 128 miliion in Ekonemickeskaya
gacera, No. 36, 1980: averaging the two yiclds 127.9
million. The Ngure of 128 milkion is used for 1481,
Partinaya thizn’ No. 14, 1982 gives a Migure of 131.2
million [or {982,

9 Party membership ducs:

Party membership dues are the product of sverage
annual party rembership (estimated as of 1 July’ and
1.5 pereent of the estimated average annual wage of
party members. Parly membership is fromn Spravoch-
nik partiinago rabotnike, Moscow, 1978, p. 367. For
1878, from Ezhegodnik Bol'shava soveiskaya entsik-
lopediva, 1978, p. 12; for 1979, Pravda {krainy, Feb
24, 1979: for 1980, Moscow Domestic Scrvice, 1 Sep
1980; for 1981, Ekonomicheskaya gazeta, No. 16,
1981, p. 13, For 1982, see Partineyo zhizn', No. 15,
1981, The average annual wage of pacly members is
estimaied 1o be 25 percent above the average for all
stale employces. The ducs rate of 1.5 percent of wages
is found in Usfav kommunisticheskoy partiy Sovels-
kovo Soyuza, 1964, p. 385,

37

10 [nsurance premiums:

0 1950, 1955—30 lyet soveiskikh finansov, 1967,
pp. 347-348.

b 1960, 1965, 1970, 1975-76—-Den'gi i kredit, No. 2.
1978, p.41.

¢ 1966, 1969-~lnlerpolated.

d 1967, 1968, 1972—Finansy SSSR, No. 4, 1973,
p. 8.

¢ 1971—Finansy S§SR, No. 4, 1972, p. 4,

-

1973—Finansy S§SR, No. 4, 1974, p. 14.

g 1914—Finansy SS5R, No, 6, 1975, p. 59.

=

1975—~Den'gi i kredit, No, 2, 1978, p. 41.

1976-~Dengi i kredit, No. 2, 1978, p. 41.

J 1977~ Finansy SSSR, No. 9, 1978, p. 3 gives
voluntary insurance paymnents. 11 is estimated that
these payments constitute 92 percent of total insur-
ance paymenis by the population.

=

1978—-Finansy 555R, No. 8, 1979, gives voluntary
insurance paynents, assumed Lo be 92 pereent of
total insurance payments by the population,

1979 -—cstimated by netting sut premiums for 1976,
1977, 1978, and 1980 from 1otal premiums, paid ror
the [976-1980 period, derived from information in
Finansy S58R. No, 19, 198§, p. 6 that voluntary
insurance premivms for the '976-80 period was 30
billion rubles. Tt is estimated that valuntary insur-
ance premiums constituted 92 percent of the total in
1980 —Finansy SSSR, No. 10, 198§, p. 6 gives
volunlary insurance premiunis, assumed (o be 92
perennt of total, 1981-82 estimated,
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Table C-3

USSR: Estimates of Personsl Disposable Money [ncome, 1950-82

Year ' Tol | Deductions

Personzl Froat Personal
Money Mancy
[ncome (1) Income (2)

(yillion rubles) [billion rubfes;

Personal
Disposable
Moncy
[ncome (3}
toitlion

Jwbles

Per Capitu | Real Per Capita Dupouble Money
Personal Income (1970 Prices) (51
Disposable Deflaed By Deflated By
!“o“:’. Sovict Oflicisl “Alternative™
Income [4) Prite Index (n)

bmplicit Index (b

£rg_blea‘)

A
Jasal T

| o
LLO8e
1.102.5¢
e

Sources and methodology for Table C-3 arz as
follows:

i Total personai money income:

3 All yearsw—table C-1 in appendix C.

2 Deductions from personal moncy income:
a All years—table C-2 in appendix C.

3 Personal dispesable money income:

a All years-——column 1 less eolamn 2,

W

4

38

Personal disposable money income is converted (o a
per-capita basis using midyear population {rom US
Department of Commeree, Buresu of Economic
Analysis, Foreign Demographic Division.



5 Reai per capita disposable money income:
a2 Soviet Official Price Index.

All years—column 4 deflated by an index of prices
paid by consumers for goods. The deflator is a
weighted index based on the official retail price
index {for example, N. Kk 1977, p. 469} and a
collective farm market price index derived from N,
Kh. 1977, p. 452, For a complete methodology of
the {atter, see “The ACES Bulietin,” Spring 1979.
The weights are the respective shares of total sales
in 1970 from N. Kh. 1976, p. 531.

b “Aiternative™ implicit price index. -

All years—column 4 deflated by the “aliernative”
implicit price index, which is calculated by dividing
Sovict-reported retail szles plus CFM sales in cur-
rent rubles by the value of total estimated consump-
tion of goods less the valuc of consumption in-kind,
both in constant 1970 prices. Consumption-in-kind
was calculated by Constance Krueger for bench-
mark years 1950, 1955, 1960, 1966, 1970, 1974,
and by Barbara Scverin for 1976 and 1980. Cther
years were interpolated geometrically on the hasis
of the trend in the share of consumption-in-kind in
total consumption of food, 1975-79 extended at the
1976 level.

3
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Appendix D
USSR: Trends in Incomes

In seekiog (o preserve work incentives in the face of
slowing growth in consumplion, the authorities pay
particular atication to the rise in incomes of thic
populatien in relation to planned produciion of con-
sumer goods and services, Per capila disposable in-
come (what each individual has lefl to spend afler
taxes and other largely obligatory deductions are
netted out) has more than doubled since 1965 (see
table D-1). The growth in incomes has slowed in
recent years, however, as planners reduced Lthe growth
of wages and transfer payraents in response 1o slowing
growth in availability of consumer goods,

The traditional Sovict policy of trying to keep wage
increases within the bounds of labor productivity
gains led planners in the same dirsciion in the late
1970s {table D-2). To maintain work incentives in. the
face of slowing wage growth, Moscow has rched
increasingly upon more narrowly based incentive pay-
ments in an effort 1o tie labor effort more clasely to
specilic results. In addition to the bonus fund estab-
lished in every enterprise, there are more than 30
supplementary bonus funds for special purpases. In-
centive payments comprise a growing share of wige
payments. The Sovict press reported that 19 percemt
of payments 1o industrial labor in 1979 was in the
form of various bonuses and awards paid out of cither
ihe wage fund Bhe material incentive Tunds, or specizl
source funds, compared with 16 percent in 1973 and 9
percent in 1965, I extra payments for picce rate wurk
were included, the figures would be higher. To im-
prove incenlives and stem rural cutmigration, the
autherilies have promoted relatively more rapid
growth for collective farm members than for state
wage and salary workers. This policy-—which ix tp be
continucd —has brought average wages of collcetive
farmers from about 56 percent of the average wage
and salary worker's ~#=ings in 1965 to more than 70
percent in (982,

49
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Encrements in wages and transfer payments—-the two
largest components of income—have slowed much as
planned (sce table D-3), With some increases in reyil
prices, the risc in real incomes has decelerated ever
more; real incomes stagnated in 1981-82 (sce table
D-4). The rise in the wage bill should continuc to slow
during the 198!-85 Plan period, as increments to the
labor force drop sharply and as averzge wages contin-
ue on a path of declining growth, Planacd wage
increases for wage and salary workers {2.7 percent)
and collective farmers (3.7 percent} in the present five-
year plan are the lowest ever in the post-Khrushchev
era, and the 1981 and 1982 results were within the
five-year plan targets

.G TR
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Table D-1 ’
USSR: Trends in Per Capita Personal Money Incomes,
Average Money Wages, and Transfer Payments, 1965-82

“Year " “Per Cagita | Average . Per Capita
' Disposable Money Wages® Transfer Paymeats ©
Money
s L S
Curvent rubles e e
e i 196t T e ez
— tor0 b0 13 %9
1973 CEs T Thess e
- ' LS - A X I S |
B 1977 950 LM 188
— 1% O~ R ¢ T
A_ 919 Troa 894 W
' 180 T 069 ueer 1%y
e TTTAger  Taoes a0
1952 CneT T Treee T om0

Average anaual percettags vates of growth «

196670 68
. 1971-15 5.2
1376-80 ! S -
- I N X X

TR T T e —

* Column 4 from table C-3, appendix C.

v Weighted average of wage and salary workers and collective
farmers,

¢ Tncludes pensions and wel{are payments, stipends 10 students, and
insurance indemnities.

¢ Calculated from unrounded numbers.
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Table D-2 Percont
USSR: Average Annual Growth

of Labar Productivity in Agriculture

and Indostry, 1966-80

Sovict OiTicial Measures ClA Measurcs
R . 1966-1) 1971-7% “[976-80 ) l?ﬁ?-]l_)____ 1911.75 976-%0

Avsicutare " S s w0 T T
tndusey T u 6.0 32 M s e
Ferfous metals ad 5.0 R T S ¥ 06
Nnnr:r;‘;.l;i ats N4 NA i \-k ' "_5..!___ 53 ’ 1.5 —
Fuel . . : wh IR 5. At GBS 3D
Eletricpower 5.5 59 26 13 13
Machinery 77 iR 86 62 50 N
Chemieats =TT £ S = R L83 =y
Wood, pulp. and paret 300 sy T e TS TS e
Canst mawrials R T T T B 03
B D BT T SRS S £ S S
Processed foods T34 N Y 12 0.4

Scurccs: For Soviet figures, &, Kh, 1980, pp. 135, 277,

Fer CIA Mgures, “An Index of ladusirial Productian in 1he USSR™
and “An Index of Agricultural Productien in the USSR —both in
USSR: Measures of Ecoromic Growth and Deve'spment, 1930-80,
Studics Prepared for the Use of the Joint Economic Commitiee,
Congress of the United States. Washington, 1).C. Soviet measures
of industrizl labor productivity growth are generally higher than
Western measures because Soviel measares of gross output (in so-
ctlled “constaat prices”} azc biased upward by double-counting and
disguised infNation resulting from aew product pricing practices
which leads to increases in nominal prices for “new™ products
{usually moderate 10 slight modifications in curtent modclst in
cxcess nf the increase in cost of production.
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Table D-3 . Average ondual precent
USSR: Planned and Actual Growth

in Average Wages and Social Welfare Benefits «

l9§6~81 and Plan 1983-85

L T Average Wages  Average Payments Total
for Wage and 10 Callective Social Wellare
Salary Workers Farmers Bencfit Funds
Planned Actual Planted Actual Plaaned Actual Of which:
Growth Growth Growth Growth Grawth Grawth Actval Growth in
e e eem . e~ ... Yransfer Paymenis
2 w88 98
4 10 T .6
3 54 %4 B
T . SUUR - )
40 4@ 48wk .
az - —

* Wage figures are per employee. Social welfare benefit figures
refec Lo the tota] fuad, whirh includes both monclary and nonmaone.-
tary benefits, Transfer payments grew faster than other social
wellare benefits, aad the share of wranster paymeents in sociak
welfare funds approached 50 peroent in 1981,

gpr.dmﬁ': ’ 14




Table O-4 ¥
USSR: Trends in Real Per Capite
Disposable Money Incomes, 1965-81

{ncomes Dcﬂal-c&' ' lnd;n of Rca! o ;\vcrn;c Annual
16 (970 Price Bases [ncomes Poreeaiage
. (1970= 100} Increase in Real
i Incumes t _
Yar  Rubles  Year  Inder 1 Increase
1965 306 s isee10 e
1970 _ 680 %0 T memas | a3
1975 91 ) 13
1976 871 1976 _ 2215 22
97 ws T s omo 2
1 wm_ o e L
79 129 19k0 13
. L Nega 132 v e
T 981 12 iR -0
1982 1982 132

+ From table C-3, column 5 b, appendiz C.

b Differences in the compasition af the conswnplon (figure 11 and
moncy income measures account for most of the difference in their
growth rates. The measure of personat consumplion includcs con-
sumption of bath home-produced and state-sepplisd goods and
senices a5 well 43 purchased goods and services The income
meature includes not only moncy spent bul saviags.

« Calcuizied from unrounded numbers
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