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SOVIET REGIONAL DEVELOPMENT IN 1960-69:
TRENDS AND IMPLICATIONS

HIGHLIGHTS

Despite the official cal’ for cconomic equality among the several regions
and republies of the USSR, regional disparities in per capita income. industrial
o’ put, and gricul ral production increased  substantially during the 1960s.
By the end of the decade, those regions with the lowest Tevels of development
in 1960—the Central Asian ' and ‘Transcancasian republics—had fallen oven
further behind the vest of the country in terms of por capita income and output.
The principal reasons for this situation are extremely rapid population growth
in the poorer regions, investment allocations that were not designed for re-
ducing regional diffevences, and the low productivity of labor and capital in
many of the less developed regions.

Population growth in the Central Asian and ‘Transcancasian republics has
been much greater than in any other area of the country over the past decade,
primarily hecause of their high rates of natural increass. Interregional migration
patterns, however, also contributed to regional disparities in population growth-—
fucing: growth in arcas with relatively Jows rates of natural increase aad aug-
menting growth in areas already having relatively high rates of natural increase.
Migration into the southern regions has been influenced by Soviet wage policy.
tixisting regional wage differentials are insufficient to compensate for the rigors

reg

of living in remote or climatically severe regions and snake the southern citics
far wmore attractive places of residence than the cold uncongenial areas of
Siberia and the Urals,

The slowest growing areas in the country in terms of per capita national
income are Azerbaydzhan, Uzbekistan, and Turkmenia, while the fastest ¢ wing
are Lithuania, Belorussia, and Moldavia, In the three lagging regions, growth
rates of population were among the highest in the country, whereas national

. income growth was slower than in any other region becanse of the very low
growth rates of industrial output. Couversely, the rapid growth of Lithuania,
Belorussia, and Maldavia is reflected in above-average increases in national

. income, industrial output, and agricultural production together with much
fower growth rates for population,

Investment allocations during the 1960s have not been oriented consistently
toward reducing regional differences in production and income, Two of the
poorer republics—ihe Kazakh and Turkmen Republics—received more invest-
ment funds per capita than wealthier republics, but much of this capital was
airected toward the exploitation of particularly rich mineral and fuel deposits.

' Throughout this paper, the term Central Asia includes the Kezakh Republic.
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On the other hand, the Georgian, Kirgiz, and Tadzhik Republics were griven in-
vestment alweations barely half as Targo as those funneled into the Kazakh
Republic,. Whether actual investiment policy has heen to maximize national
cconomic growth rather than to effeet regional parity is uncertain, Policy state-
ments are confused and the results are mixed. Although industrial investments
have not favored consistently those republies in- which the productivity of
combined labor and capitai inputs was highest, investment allocations have
not seflected a plamners” goal of reducing regional disparities.

A serioas impediment to narrowing the differences in regional Tevels of
development is the relatively low growth of productivity of labor and capital
in. many of the poorer regions. Over the past deeade, industrial output per
mit of combined inputs has grown very little in the loss developed republics.
In some cases—Uzbekistan, Turkmenia, and Azerbaydzhan—induz*rial output
grew at rates Lelow the national average as a decline in productivity offsct
the above-average growth of combined inputs of labor and capital.

The present status of regional development confronts Soviet planners and
political leaders with a policy dilemma. A significant 1eduction of regional
income differentials and maximum national cconomic growth cannot be achieved
simultancously through investment strategy alone. Thos  regions that appear
to have the best investment opvortunities are not the regiens with the lowes:
income per capita. Morcover, the 1971-75 plan data for the republics suggest
that the pgeographic pattern of development will not change radically over
the next five years. The new five-year plan gives no prospeet of reducing
regional income differentials by a coordinated redistribution of both capital
and labor. Thus the regional disparitics in development levels are likely to
persist with little change during the new plan period. In fact, if planned
industrial growth must depend primarily on increases in factor product.vity, as
stated by the leadership, the development gaps may continue to iner :ase, with
the less developed republies falling still farther behind the rest of the country.
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DISCUSSION

INTRODUCTION

Although Sovict economic development has procceded rapidly, its geographic
incidence has been very uneven. The persistent large differences in per capita
income and production among regions arc surprising in view of the longstanding
Soviet goal of providing an cven distribution of productive forces (meaning

. industry primarily) over the entire couvatry. However, the lack of progress in
this regard could, until around 1960, be explained by the imperatives of *he
carly industrialization drive, World War II, and the recovery from war.

The emplasis on speedy development, in conjunction with the shortage of
capital during the 1920s and 1930s, cncouraged growth at existing industrial
centers, which were to a large extent the traditional manufacturing centers
in the Europcan part of Tsarist Russia. Morcover, the massive transfer of in-
dustries eastward in 1940-43 was still not sufficient to overcome the imbalance
in the distribution of production. After the war, the concern with reconstruction
coupled with a Lighly centralized branch principle of planning brought aboat
a territorial distribution of cconomic activity very little different from that
existing in 1945. Only after the mid 1950s, particularly with the creation of
the councils of national ccmomy in 1957, did attention to regional aspccts of
economic devclopment increase appreciably.?

The purpose of this paper is to assess the results of Soviet regional development
policy during the 1950s. .\fter the framework of this policy is set out briefly,
statistics on per capita naticnal income, gross industrial output, an agricultural
output ar: examined for the 15 union republics and, where possible, the ten
cconomic regions of the Russian Soviet Federated Socialist Repvblic—RSFSR ?
(sce Figure 1). National income cannot be calculated for the regions of the
RSFSR, so their relative levels of development are shown in terms of the two
major contributing sectors to national income—industrial a..d agricultural out-
puat. Industrial output per capita is a particularly uscful indicator because in-
dustrial devclopment is the leading edpe of Sovict growth stratcgy. Thercfore,
the implications of that strategy for regional development should be most
visible in statistizs on regional industrial output.

Next, regional trends in population grov th are presented. Because the ex-
amination of output, iucome, and populr.ion shows that regional differentials
were greater at the end of the 19€0s than at the beginning, the paper goce on tn

. investigate the reasons for the failure to nu;row the income gaps among regions.
Finally, since some of the reasons have clear implications for current and future
Soviet economic policy ard growth, these implications arc discussed in the
concluding section of the paper.

! Councils of national economy were established as a syster of regional units in an abortive
attempt to facilitate cconomic decisionmaking by decenir:izing economic management. The
system was abolished in 1965.

* For primary dat« used in caleolating regional trends in per capita natioral income, industrial
and agricultural output, and f¢ stor productivity, see Appendix A. Notional income and indus-
trial production data were derived from official Soviet statistics and reflect Soviet concep .
and biases. The ¢ffe ts of such binses e discussed in Appendix B, including Tables B-1, B-2,
and B-3. The regional values of agricultural output were cstimated from price and quantity
data for 17 agricultural products.
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USSR: Union Republics :ind RSFSR Economic Regions, 1971 Figure 1

H |

oY)
Republics RSFSR Economic Regions
13 . Estonia 15. Northwest
5\;’@\ . Latvia 16. Center

1
2
3. Lithuania 17. Central Chernozem
4. Belorussia 18. North Caucasus
5. Ukraire 19. Volga-Vyatka

[] Russian Republic 6. Moldavic 20. Volga valley

. 7. Georgia 21, Urals

1 x;’;%rétl{csa"o"m 8. Armenia 22. West Siberia
Y. Azerbaydzhan 23. East Siberia
10. Turkmen 24. Far East
11. Uzbek
12. Tadzhik *Kaliningrad Oblast” Included
13. Kirgiz in the statistical data of
14. Kazakh the Northwest region.
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SOVIET POLICY TOWARD REGIONAL DEVELOPMENT

The Soviet Minorities

Diversity is the most striking characteristic -~ the Soviet population. Nearly

170 nationalitics and abowt as mary languages form the othnic and linguistic

composition ol the USSR, Howaver, most of these othnice groups are quite small

relative to the total populstion. Only 11 constitute more than 1% of the total

population and only six, more than 2%. Nevertheless, these six nationalitices

comprise the Lulk of two ethnic groupings with vastly different cultures and

attitudes. The Russian, Ukrainian, and Belorussian nationalities make up the

bulk of the Slavic peoples and together account for 74% of the total population;

. the Uzbeks, Tatars, and Kazakhs belong to the Turkic group and acccunt for

8.5% ot the population. The largest single nationality is the Russian, with 53.4%

of the total population in 1970, Nearly 849 of these people live within the

RSFSR, wherzin they comprise almost 3% of that republic’s  population.

Russians also 1:ake up the largest nationality (43%) in Kazakhstan, and in

all other republics they rank cither second or thi-d, Only in Armenia, Georgia,
and Lithuania do Russians comprisc less than 10% of the population,

Although the Soviets officially proclaim cquality among, the nationalitics,
Russian dominance general'v pervades the political and economice life of the
minority groups. Minority languages, literature, and arts are still supported and
even encouraged, but the use of the Russian language increases throughout the
USSR, and Russians continue to migrate to the cities of traditionally non-Russian
arcase, where they hold many of the key positions as managers, professionals, and
technicians. The other nationality groups, particularly the nationalities of the
Central Asian republics, are generally less widely distributed than the Russians.
Taese groups are heavily concentrated in their respective republies and usnally
form significant minoritics only in immediately adjacent non-Russian republics.

The number of non-Russian people wno claim Russian as their native language
has been inching upward (11.5% of the population in 1970 compared with 10.8%
in 1959). Most of this increase has oceurred among the Ukrainians, Jews. and
Belorussians, and the pereent of the non-Russian population speaking Russian
flueatly as a sccond language is generally greatest among the Slavie and other
Indo-European groups. Linguistic assimilation has been more difficult to achieve
among the Twkic peoples, owing partly to the more rapid rate of growth
of these peoples and partly to the much stronger cultural differences between
the Turkic and the Russian peoples.

Policy Aims

Because of ideological considerations, one of the goals of Soviet cconomic
policy has been to equalize levels of development throughout the country.
Originallv part of Lenin’s “nationalities policy”—which considered cconomic
. cquality a prerequisite to political, social, and cultural cquality and the eventual
ereation of a Communist society-—-this aim was sct forth specifically in terms of
industrial development in the resolutions of the 10th Party Congress in 1921.
Economic equality among the nationalitics was to be achieved Ly transferring
industry to the areas of minurity nationalitics.*

‘ Kommunisticheskayn Partiya Sovetskogo Soyuza v rezolyvtsiyakh i resheniyakh syezdov,
konferentsiy i plenumov *sentral'nogo Famiteta, Moscow, vol I, 1954, p. 560. Although what the
Soviets meant by equalny is not ¢ or « ample, per capita industrial output, per capita
real income, or some other measure ), they apparently intended to cqualize economic develop-
ment in general and believed that industrialization was the most effective sneans to this end.
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Following the 15th Party Congress in 1927, which ushered in the Creat In-
dustrialization Drive, the goal of cquality was overshadowed by the concern
for rapid industrialization® and maximum productio. at minimum cost.® Since
the less developed arcas were less favorably endowed with the infrastruc-
ture necessary for the rapid development of heavy industry (the primary
focus of the industrialization drive ") they reccived an insignificant share of
the total investment.® As a result, little progress was made in the pursuit of re-
gional parity.

Nevertheless, for political and ideological reasons, equalization of levels of
development among regions and republies has remained a tenet of Soviet de-
velopment policy, and the definition of “development” has been broadened to
include production in scctors other than industry.® In its present form, Soviet
development policy incorporates the objectives of hoth regional parity and maxi-
mum production. Cuirent statements on development policy, although somewhat
ambiguous, scem to assign cqual priority to Loth aims, or, at least, to be founded
on the belief that the objectives are consistent.!?

In fact, conflicts arise in attemnting to achieve both regional parity and
maximum production simultancously. Since the best investment opportunitics
are not nccessarily in the less developed regions, heavy investment allocations
to these regions could be inconsistent with the goal of maximizing overall pro-

®The 15th Party Congress ordered pursuit of the equalization goal to proceed within the
constraints of national interests. (Ibid., vol H, p. 463.)

* Pishchayev, V., “K postanovke problemy geograficheskogo razmeshcheniya promyshlennosti
SSSR,” Problemy ckonomiki, no 6, 1931, p. 102.
TAs Naum Jasny has pomted out,
For years, indeed for the whole period covered in this morograph [1928-52], almost
the whole economy was geared to produce ever more steel for the construction of ever CPYRGHT
more steel and other heavy-industry fuctories, as well as for the output of ever more
armaments.
(Jasny, Soviet Industrialization, 1928-52, Chicuzo, 1961, p. 3.)

* Koropeckyj, 1.8., “The Development of Soviet Lacation Theory Defore the Second World
War,” Soviet Studies, no 2, 1967, p 243, Kowopeekyj argues convineingly that the emphasis
on increased development of the already established industrial centers during this period was
mativated primarily by defense considerations—that is, heavy industry was considered the
backbone of defense, and rapid development of heavy industry wes considered the most
expedient means to military preparedness.

® Several Soviet specialists have indicated that the equalization of development levels includes
equaliang the level of “well-being” of the population. However, there is little agreement as to
the methodology for measuring “well-being.” For example, see Telepko, L.N., Urovni
ckonomicheskogo razvitiya rayenov SSSR, Moscow, 1971, and Vedishchev, AL, "Soizmereniye
urovney khozyaystvennago razvitiya ckonomicheskikh rayonov SSSR, in Ivanchenko, A.A. (ed.) .
Ekonomicheskiye problemy razmeshcheniya proizvoditcI'nykh sil SSSR, Moscow, 1969.
 For example, in his speech to the 24th Party Congress in 1971, Kosygin stated,
One of the most important conditions for increasing the efficiency of social
production is the correct siting of productive forces, which ensurcs the further indus-
trial development of all the union republics and the consistent implementation of the
Leninist nationalities policy.
(Fravda, 7 Apr 1971, pp. 2-7, cited in the Current Digest of Soviet Press, vol 23, no 16, p. 4.)
Also, N.N. Nekrasov (Chairman of the Council for the Study of Productive Forces) recently
said,

The general plan for the development ana distribution of productive forces for the CPYRGHT
period up to 1980 [includes] further equalization of the levels of economic develop-
ment of the union republics and cconomic regions of the USSR, improvement in the
interrepublic division of labor and production relations, ete.

(Planovoye khozyaystve, no 6, Jun 1971, p. 90.)
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duction.!! Morcover, where relative retardation of cconomic growth in a region
is the resalt of initial underdevelopment combined with rapid population growth,
rather than failure to adapt o changing conditions fiom a previous position of
equality, the movement of capital - (inc'uding educationa) capital) into the
underdeveloped region may have iittle effect if not accompanied by a move-
ment of Tabor out of the regrion,

The successful solution to the regional problem involves, in general, the
application of the principle that cach resouree be moved to the place where it
contributes most to production. If investment opportunitics are greater in the
well developed regions, then the primary means of moving toward regional
parity must be the movement of labor out of the less developed regions.
This is the familiar “north-south” problem as exemplified by the American South.
In practice, differences in cducational levels, cultures, languages, cte., may
hinder population movement: the migration north in the United States has heen
going on for genorations. Although adjustment s slow, the migraiion process
an be a powerful factor in reducing regional income differentials. A good
example is Brazil during the 19505, where, despite the flow of private capital
from the less developed Northeast to the relatively well developed Center-South,
the migration of population in the same direction resulted in a marrowing of
regional income ditferentials over the decade. ! A somewhat different case
is that of Pucrto Rico, where emigration to the United States acted as a
safety valve to population growth, and an influx of US capital provided the
wherewithal for per capita income growth,!3

REGIONAL TRENDS IN PER CAPITA NATIONAL INCOME, INDUSTRIAL
OUTPUT, AND AGRICULTURAL PRODUCTIOM

Regional Differences in 1960

In 1960, Soviet economic regions could be classified into three basic cate-

gories: (1) the well-populated industrially developed regions of the European

USSR, containing collectively more than two-thirds of the country’s population

and three-fourths of the industrial cmployment; (2) the sparscly  populated

pioncer regions of Siberia and the Far East, with only one-tenth of both the

total population and industrial cmployment; and (3) the well-populated, in-

dustrially underdeveloped  regions of Central Asia, Transcaucasia, and the

A North Caucasus, ¢ncompassing one-fifth of the population but only slightly

more than onc-tenth of the industrial employment. The data in Table 1 clearly

show the large differences in the level of cconomic development among the
individual regions of the USSR,

" However, if investment in the less developed regions, particularly those bordering on
China, is motivated primuarily by overall Gefense interests s suggested in a recent article by
LS. Koropecek ., then the regional parity aim could be consistent with national intcrests even
if it conflicted with the goal of maximizing production. For a more complete treatment of the
defense motivation. 't investment decisions, sce Koropeckyj, “Industrial Location Policy in the
USSR During the Postwar Period,” US Congress, Joint cconomic Committee print, Economic
Performance and the Military Burden in the Sovicet Union Washington, 1970, rp. 262-285.

" Graham, D.H., “Divergen'. ard Convergent  tegional Economic Growth and Internal
Migration in Brazil—1940-1960," Economic Development and Gultural Change, vol 18, w0 3,
Apr 1970, pp. 362-382. Sce also Baer, Werner, “Regional Incquality and Economic Growth in
Brazil,” Economic Development and Cultural Change, vol 13, no 3, Apr 1964, pp. 268-285.

" Stahl, J.E., “An Application of a Klein Growth *.odel to Puerto Rico, 1947-61,” Economic
Development and Cultural Change, vol 13, no 4, part I, Jul 1965, p. 471,
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USSR Per Capita Regrioanl Production in roaeG »

Per Capitn Netinnal Per Canita Indnet rin PerCapita Apriendinnl

Income Gutpatl (CoVey Ontpl

Rubles foank Rublen Itanl linablen linnk
Intvin, . . B { A 11 ! (IR t AR N
lostanin . 804 2 a7l 3 RYAN I
RSFSR cconomie regions. 765 4 S0 N.A. RSN NUA
Center. .o 00 0. o 1,180 | 176 149
Northwest ™, . .. o 1,167 2 124 o .
Ueals. .00 . 00 h 2008 16
IFar loast, .0 L A7 7 94 24
Volgn-Vyatka. ... ... . . (ihi S 207 1
Volpn Vadlew. .. ... . lh 9 274 11
Woest, Siberin, .00 0 (1741 10 REN 5
North Caveasng, .. . (I 11 1300 7
Fad Sihervin. ... . 504 12 210 114
Central Chernozem. .. ... . YN 24 BRH 1
Lithuanin. ... ... ., .. 678 4 Hy 1 306 2
Ukraine. ... ... .. G745 5 77h 6 285 10
Azerbaydzhan. ... .. h60 6 161 16 123 A
Avmenin. ... .. hHaw 7 84 13 128 21
Moldavia. . ... e h21 hi 303 10 287 {)
Belorussin. ......... . .. 517 0 401 17 323 ]
Kazakh, . . ... .. . . b1l 10 403 18 321 6
Turkmen. . ..... ... .. . 509 11 340 23 205 1h
Georgin, ... ... ... 484 12 H22 14 144 20
Usbel.. ........ ... . . 460 13 359 21 241 12
Kireiz. ... .. ... 410 14 369 20 195 17
Tadalak. ... .. ... ... 3R0 15 352 22 178 18
USSR o 691 724 e 244 e

* In all regions, per capita industrial output and per capita agricultural output together exceed
the value shown for per capita national income beeause the three indicators of development are
based on different prices and concepts. The national income data are based on 1958 prices and
reflect the Marxist conception of net income which includes orly the pet product of the
“productive” sectors. On the other hand, the industrial output data are based on 1955 prices
and reflect the gross output of industry, which includes doubleconnting of some products, The
agricultural data are based on three-year moving averages in 1968 prices and reflect production
estimates net of intra-agricultural uses of [arm products but not excluding doubleconnting of
purchases from other sectors.

The derivation of these data is deseribed in the notes to Appendix Table A-92,
" Including Kaliningrad Oblast’.

As indicated in Table 1, the western republics, including the RSFSR, started
the decade with the highest leveis of per capita national income, while the
republics of Central Asia and Transcaucasia had levels of national income
per capita considerably below the national average. Not surprisingly, the levels
of industrial output per capita in 1960 fell into the sam» genceral pattern,

In terms of agricultural output,' the picture was somewhat different. While
the Baltic repuclics and the Ukraine were again among the leading regions,
the Ceatral Chernozem region, Belorussia, Kazakhstan, and Moldavia made up
for part of their industrial backwardness with above-average agricultural pro-
duction. However, in the remaining Central Asian republics and all of Trans-

"1t should be noted that while agricultural production per eapita provides an indication of
the relative weight of agriculture in a region’s cconomy it may not provide a truc measure
of agricultural development—that is, agriculture may account for a relatively small share of
national income in a region and still be highly developed in terms of output per unit of inputs.
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-
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Special anention shonld e made of e thiee eoomonmice resons cant ol the
thaly Weal Sitheria, Tt Sthevi, ana the o 1, Dy 1960 1he vecaons al
ready were near or above the natronud average e terme ol per cagnia odasril
production. Neverthelews, ameh ol thies ferntory . pantienlandy o the o 1aet

. and st Siberia, consists of  virtaally nunimhabuted wildernen o the harsh
physical and climatic conditions Tound there have serionsly lampered develop
ment consonant with their resonree base. Muocl presther Tiameciadl ontlayys are

. required to establish and maintain the necessiry Facilities Tor permanent wettle
ments in these arcas than in any other part of the country. Althoueh the Soviel

. leadership las clunge to the hope ahat the vast potential resourees ol e
regrions would provide the impetus for sell sustained srowth and the develop
. ment of womajor nunket area, this has oot yel occurred.

Regional Development in the 1960s

The imability of the less developed Soviel regrions to keep pace with the vest of
. the country is the most striking Teature of vepdonal development in the 19605,
Contrary to what might he the cxpected patiern for » nation whose policy
ostensibly is to achicve regional equality, those regions with the Towest Tovels of
development in 1960 did not generally yrow more rapidly during the 19605 than
the areas already highly developed by 1960 Tn fact, percentage increases in
per capita national income (see Figure 2) were lowest in the repunlics of Cen
tral Asia and ‘Transcaucasia. Morcover, with the exception of Kazakhstan, re
publics that grew at rates below the national average during 1961-65 {ell
. cven further behind during 1966-69,

Thus the gaps between these loss developed regions and the rest of the
countrv have heen growing, as shown in Figure 3, The range of variation in
the levels of per capita national income among the union republics, which
was nearly 600 rubles in 1960, extending lom 4570 below 1o 36° above the
national average, approached 1,100 rubles by 1969, ranging from 540, Helow to
41% above the national average.™ Since Soviet national income data exclude

. any valuation for services, the differences hetween the wo extremes probably

would be even greater if national income wore measured by Western coneepts,

. which inclide values of services. Of those republics in which per capita na-

. tional income was below the all-union aveage in 1960, only Lithuania and the

Ukraine were able to close the gaps (which were minimal in 1960) between

themselves and the national average While Moldavia and Belorussia still re.

main at levels below the national average, their positions improved  cousider-

ably relative to the Central Asian and Transcaucasian republics. For the remain-

ing republics, the 1960 deviations from average per capita national income (both
positive and negative) inczeased considerably over the decade.,

* The cocfficient of variation, which measures the relative dispersion of the republican data
around the mean for the USSR, increased from 0.283 in 19€0 to 0.355 in 1969, In other words,
the relative standird deviation from the average for the USSR was greater in 1969 than in 1960,
indicating greater regional disparity in development Tevels at the end of the decade,
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USSR: Regional Variations in Average Annual Growth Frigure 2
of Per Capita National Income, 1961-69°

Al Union Average 5.5", ner Year

10 { 1 Average Annual Rate of Growt ) (%)

\ T ‘\f\\_
ARE}
K ,Sdn ?

~

. Estonia 6.3 . Arrhaydehan 17
. Latvia 5.9 . Turkmen 1.7
. Lithuania 7.9 . Uzoek

. Yelorussia 6.9 . Tadahik

. Ukraine 5.9 . Kirgiz

. Moldavia 6.7 . Kazakh

. Geargia 4.6 . HSFSK

. Armenia 5.3

Eﬂ Significantly above average
-4 (more than 6.0", per year)

N WA e

[ J Laverasge growth
-1 (5.0 to 6.0", per yi ar)

F-_—] Significantly below average
== (legs than 50" per year) “Wource Appendic Table At
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Figure 3

USSR: Regional Gaps in Per Capita National Income

(Parcent hhove or Below Soviet Average)
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oo terng ol pev capta vl prodoc tion, the yecond (- only Dbty Doettey
e Pumone ) Tathooonag, Relowwcaa, Stoldavia, ol the Coential Chovnosen,
Vol and Siheva vermone, all ol whe 1, Bl Bedoswe average evels of develop
ent o 19600 howed bty Frh evonath ot chavacterene of the naal
low level et vaowth, el Tevel os prowth” pattein The velininely oy
st aates i the by ey Toped Nonthwest and Contral recions alvo con
Formed o ahie Pettern Hoswever of the e Cipteal Avim e thaee Tranmean
castan vepblion only Kinren vaew el than the national averave over the

whaole (BEITE Snin.

Avaennlt of thewe ditferences o ates ol erowth, the aclative standing of
the vepublics and RSISH coanomiec revaons in tenms of pe capita indoshial .
production <hifted appreciablv Coce Fire ), In srenreral, the western and
Baltic republies and mosd repions of the BSESK pained ot the expense of the
longt dominant Coentral and Notth e vegions. The North Cancasne, Armenia,
and Kazalhatan sipped shisshtly while Coeorgia, Azerhavdshan, and the Ushek,
Todshin, and Porkmen Republics, which were well behiad in 196GO, Tl sl
further in the rankinges in 1961 69,

The pattern of regional variations in por capita arricaltural srowth resembles
the regional ditferences in mavns in per capiti indnstrial provdoevion, althouply
the absolite range of variation wis considerably snaller, Growth s prreatest
in the Center and the Cental Chemozem regions ol the BSESRH, in Moldavia,
Belorin, and Lithuania, and in the Vol Vyatka region; it way et (or
nesative - in Central Asiz and Transeancasia (see Firnre 6). OF those restions
with below-average levels of per-capit Larm outpat in 1960, only the Center,
Urals, Vol Vyatha, and the 1ar 2. restions of the RSESR and the Georpian
and Turkmen Repablics moved toward the e venal average in relative terms he
tween 1960 and 19697 (see Figve 7).

Thus the trends in per capita national income and industrial and agrienltural
production all confirns the presence of a Ly and growings disparity in economic
development between the less developed areas (Central Asia, the Trinscancasus,
and the North Cavcasns region) and the rest of the coantry. White the ceonomics
of all regrions have proaressed in the Lt decade, the rate of progress i the Lo
(l(‘\'('l()])('(l reggions has heen too slow for e resiong o heoiy catching up to

the rest of the country.,

REGIONAL TRENDS IN POPULATION GROWTH

Natural Increase

The wide regional ditferences in population yrowth in the USSR during the
19608 (see Fignre ) rerlect patterns of crowth that are characteristic of the
development process throaghout much of the world. The Towest rates of nateral

increase U ocenrred primarily in the Foropean areas of the couniry (see Table 2V,

where wrbanization is fairly well established and where puer capita incony s
high. Conversely the highest rates are in Central Asia and the Caucasus waere
' per capita income is Jow,

" The coefficient of variation increa.od slightly from 0.383 in 1960 to 0.385 in 1969,
" The cocfficient of variation shov.ed an increase fom 0343 in 1960 to 0.396 in 1969,

N . " The natural sate of population increase is the difference between the birth rate and the
- death rate and equals the numerical incerease per 1,000 of the existing, population.
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USSR: Regional Variations In Average Annual Growth Figure 4
of Per Capita Industrial Production, 1961-69°
All-Urion Average - 6.9", per Year

Average Annual Rate of Browth(%)

" Republics RSFSR Economic Regiony

1. Estonla 8.1 15. Northwest 5.0

2. Latvia 8. 16. Center 5.8

3. Lithuania 10.4 17. Cantral Chernorem 9.4

4. Belorussia  10.2 16. North Caucasus 6.7

Significantly above sverege 5. Ukraine 7.8 19. Volgs-Vyatka 8.8

L (more than 7.4% per year) 8. Moidavia 8.1 20. Voige Vaiiry 8.6

[ A yreos gromn ks 69 22 Werl Siberia 79

o n . Armsnia . . West Siberia .

(6.4% 1o 7.4% por yoar) 9. Azerhaydzhan 3.5 23. East Siberia 8.5

] Significantly below average 10. Turkmen 12 z4. Fur East 7.3
fless than 6.4% per year) 11. Uzbek 3.4
*Source: Appendir Table A-1. 1?2 Tedzhik a9
I {1} 18
14. Kazakh 8.8
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USSR: Regional Gaps in Per Capita Industrial Production

(Parcent Above or Bolow Soviet Average)

_ oo,
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USSR: Regional Variations in Average Annual Growth
of Per Capita Agriculturnl Production, '*961-69°

All-Union Average 1.6", per Year

D

| ;

Figure 6

10 h\ Average Annual Rate of Growth (%)
) Republics ASFSR Econemic Regions

N Y 1 1. Estonia 1.2 15
51? - 2. Latvia 1.1 18
3. Lithuania 2.9 17
4. Belorussia kB | 18
[ Significantly above average 5. Ukraine 1.6 19
(mcre than 2.1°% per yaar 6. Moldavia 1.7 20.
0 A s gramn  hmeds 10 2
' P 9. Azerbaydzhan —1.0 23.
[:] Signi: cantly below average 10. Turkmen 1.8 2",
(less than 1.1" per year) 11. Uzbek -0.7
‘Source Appendic Table A-1. 12. Tadzhik ~Negl.
13. Kirgiz 1.1
14, Kazakh 0.3

. Morthwest

. Genter

. Central Chernozem
. North Caucasus

. Volga-Vyatka

Volga Valley
Urals

West Siberia
Easi Siberia
Far East
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Figure 7

USSR: Regional Gaps in Per Capita Agricultural Production

(Percent Above or Below Soviet Average)
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USSR: Regional Variations in Population Growth, 1961-69* Figure 8
All-Union Average = 1.3% per Year

e

u
A 22 HA ]
1
13

) Average Annusl Rate of Growth (%)
Repuhlics ASFSA Economic Regions
. Estoniz . 15. Northwest 1.0
j\ﬁ'\{: . Latvia 16. Conter 0.5

1 1.1
2 1.1
3. Lthuania 1.3 17. Central Ghernozem 0.2
4. Belorussia 1.0 18. North Caucasus 1.8
- Significantly ahove aversge 5. Ukraine 1.0 18. Volga-Vyatka Neg!.
(more than 1.8°% per year) 3. Moldavia 1 20. Volga Valley 1.2
7. Georgia 1.4 21. Urals 0.6
[ (%"g;:‘t’g g.':u:":cr yoar) 8. Armania 3.8 22. West Siberia 0.6
’ ’ 9. Azerbaydzhan 3.0 23. East Siberia 1.2
] Significantly below average 10. Turkmen 3.2 24. Far East 1.9
(less than 0.8% per year) 11. Uzbek 3.6
*Source: Appendir Table A-1. 12. Tadzhik 38
13. Kirgiz 3.3
14. Kazakh 2.7
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Table 2

USSR: Ratcs of Natu ral Population Incrense, by Republic and Region®
Per 1,000

1960 1970
Turkmen . . ... ... ... . . . o ... 359 28.6
Tadzhik ... ... .. e 28.4 28.3
Uzbek ... ... 33.9 28.0
Kivgiz ... .. o 30.8 23.1
Azerbaydzhan ... ... ... ... .. ... .. .. 380 22.5
Kazakh ... . ... ... . 30.7 17.3
Armenia ... 33.3 17.0
Moldavia . ...... .. ... . .. .. .. ... ... .. 22.8 12.0
Georgin ........... .. ... . . ... . . ... ... ... .. 182 11.9
Far East ... .. .. .. ... 18.7 10.3*
East Siberin .. ........ .. ... . .. ... ... .. . 20.9 10.1"
North Caucasus . ...... ... .. .. ... . .. . 16.8 0.1°
Lithuania ... ... . . . . . .. e o147 8.7
Belormssia ........ ... ... ... . . ... ... .. 178 8.6
Volga Valley ... ... ...... . .. . . ... ... ... 18.0 80"
West Siberia ....... ... . ... ... .. 19.8 76"
Urals ... 0 17.8 7.3%
Ukraine .. ... ... ... . . ... . ... . ... .. . 13.6 6.3
Volga-Vyatke ... ... .. .. .. .. ... ... . 16.6 58"
Northwest ...... ... .. ... .. ... ... . ... . ... 13.1 49"
Estonin ... .. .. . ... .. ... 6.1 4.7
Central Chernozem ... ... ... e 140 41"
Latvia ... .. .. ... . .. ... 6.7 3.3
Center ... .. ... ... ... 16.7 31"
USSR ... 17.8 9.2
RSFSR ... 8.9 5.9

* Narodnoye khozyaystvo SSSR v 1967 godu, pp. 40-41; v 1970, pp. 50-51.

' 1967,

Th.ese wide variations in rates of natural incrcase resulted primarily from large
regional differences in birth rates, as death rates varied relatively little among
the reglons. In Central Asia, for example, where the urbanization process is a
relatively recent phenoiaenon, birth rate: were the highest in the country-—more
than double: the rate in the RSFSR—while death rates were slightly lower than
in the RSISK,

In addition to the usual “urban/rural” and “developed/less developed” reasons,
inherent differences in the cultural outlook of different nationalitics, particularly
between the Slavs at one extreme and the Turkic peoples at the other, have
undoubtedly been a source of disparate birth rates among the regions. For ex-
ample, according to a recent survey on family size conducted by the Central
Statistical Administration,!® the number of children considered “idcal” among
married women varied from two to threc in the European republies and througi.-
out the RSFSR, to from three to five in the republics of Central Asia and Trans-
caucasia. Even more striking is the fact that the porecntage of women who
consider six cr more children “ideal” is significantly greater in the Central Asian
and Transc:ucasian republics than in any other region of the country. In all
regions, the number of children actually anticipated by the families in tho
survey was slightly less than the numba2r considered “ideal,” ranging from tw.
in the European areas and the RSFSR to three to four in Central Asia and
Transcaucasia. These Jifferences in attitudes regarding family size reflect, among

* The survey was conducted in 1969 and the re.. published in an article by Belova, V.,
“Obsledovaniye mnemii o nailyuchshem i ozhidayemom chisle detey v sem’ye,” Vestnik
statistiki, no 6, 1971, pp. 23-34.
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other things, regional variations in the average age at marriage. The average
age of newly married couples in the RSFSR is currently 29-- for men and 27+
for women and increasing, but in Central Asia the average age is in the low
20s and stable. It is not surprising, thercfore, that the natural rate of population
increase is now as much as four times greatr in the Central Asian republics as in
the RSFSR as a whole.

Every region except the Tadzhik Republic shared in the remarkable deeline
in rates of population growth that occurred in the 1960s. The general fall in rates
of natural increase, however, did not disturb appreciably the substantial regional
differences that existed in 1960,

’ Migration

Usually, migration of population acts to reduce regional disparitics in popula-
tion growth and income levels—that is, people move out of regions of high
rates of population -owth and Jow incomes into regions of lower population
growth and high incomes. This pattern was most notable in the Baltic republics
of Latvia and Estonia, where in-migration was the dominant source of population
growth, and in Azerbaydzhan, the only area of high population growth that
expericnced a net out-migration during this period (see Table 3).

Table 3

USSR: The Contribution ¢f Natural Increase and Migration to
Populatiun Growth, by Region

1960-70
Net Percentage Percentage Change
Change in Due to Natural Percentage Change
Population Incroase * Due to Migration ®
Out-migration
Central Chernozem ... ... - 3 11 —8
Volga-Vyatka ... ... .. .. ... A | 7 -6
West Siberia ... . ....... . 8 14 ‘ -8
Urals ... ... .. ... 7 13 -6
Belorussia .. ... ... .. ... .. ... 12 15 -3
Georgia e 16 18 -2
East Siberia ... ... o ... 15 17 -2
Azerbaydzban . L 38 39 -1
Center ........................... 8 9 —1
Northwest ... ... ... ... . .. . .. 12 12 Negi.
In-migration

Turkmen | . e oL 42 42 Negl.
Volga Valley o 15 15 Negl.
Ukraine ... ....... e 13 12 )
Lithuania ... .. .. .. ... . .. ...... 15 14 1
Moldavia . . ... . ... ... 24 22 2
: Far East .. .. . .. ... ... . .... 20 17 3
Uzbek ... L 45 41 4
Kirgiz .. ............ ... ... .. .. ... 42 36 6
North Caucasus . ... ... ... . ... 23 16 7
Latvia ... .. o . 13 8 {
Estonin . ... ... .. ... L. 13 (¢ 7
Armenia ... e 41 33 8
Kazakh . . ... ... . ... .. ... .. 40 32 8
Tadzhik ... ... ... .. ... ... . . ... .. 46 37 8
. USSR R L .. 16 16 N.A
RSFSR .. ... .. T § | 12 —1

* Change in population that would have resulted from natusal rates of increase alone.
* Derived by comparing the 1972 census results with the population that would have resulted
from natural rates of increase alone.

19
Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1




Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1

On the other hand, migration ageravated regional  disparitics in  natural
population growth in most republics—rctarding the growth of population in arcas
with relatively low rates of natural increase and anginenting growth in arcas
already having relatively high rates of natural increase. Out-migration from the
regions of the RSFSR, with the exception of the North Gancasus and the Far
Easi, tended to reinforee the effects of the already relatively low rates of natural
increase, This ¢ffect was most prominent in the Volga-Vyatka, Central Chernozem,
West Siberian, and Urals regions where out-migration reduced the effects of
natural population increase by 86%, 73%, 43%, an-l 4694, respectively. On the
other hand, the net migration into the republics of Central Asia and Aracnia,
where the rates of natural increase were among the highest in the country, had just
the opposite cffect.

Much of the migration over the last decade has been closely linked to the
massive flow of rural residents to urban arcas. Nearly onc-half the growth
of the country’s urban population between 1959 and 1970 was due to the
migration from rural to urbay arcas, although the intensity of the rural-arban
flow has not been uniform in all regions. In the RSFSR, out-migration from rural
arcas was approximately double the natural increase in these areas, resulling
in an absolute decline in the rural population. The decline was most prevalent
in the Central, Volga-Vyatka, Central Chernozem, West Siberian, Northwest,
and Urals regions. Within the RSTSR, only the North Caucasus and Far Bast
reyions incurred an increase in rural population during this period. On the other
hand, in the Central Asian republics the rapidly growing rural population has
tended to be considersbly less mobile. In fact, Sovict demographers have pointed
out that ~uch of the urban population growth in these republies has been the
result of 1 influx of people fre. a other regions, notably from West Siberie and
the Urals, rather than from their own rural areas. In many cases this has
created urban enclaves of Slavie peoples surrounded by rural arcas populated
by the rapidly growing indigenous cthnic groups.

Thus the cconomic growth that has taken place in the Central Asian republics in
recent years has not been accompanied by a gencral assimilation of the Turkic
peoples into the urban-industrial economy. In the ubsence of an influx of workers
from other regions, cconomic growth in these republics :aight well have been
less, but a continuation of this pattern would enhance the colonial image that
the central government has been trying to shed in these regions and limit the
opportunitics for drawing the indigenous population into more advanced indus-
trial processes.

Practices followed in qing labor, particularly highly skilled labor, do
little to alleviate this -dition. Students holding  post-graduate de cees are
generelly assigned to remote arcas for a period of three years following com-
pletion of their studics. Many of these specialists avoid such duty through
one or another loophole in the regulatizns. However, most of those who are
unable to avoid a remote work assignment settle afterwards in other regions,
notably in the larger urban areas such as Moscow and Leningrad, or in the
southern citics where the warmer climate provides considerable incentive after
three years in the harsk northern or castern regions. This attraction of skilled
iabor to the southeru regions is reinforced by Soviet wage policy. Regional wage
differentials, designed to attract and retain labor in the more remote or climat “cally
severe regions (especially Siberia and the Far East), arc insufficient to counter
the attraction of the southern citics, Consequently, skilled laborers are pulled into
the urban areas of Central Asia, where they are warmly received by cemployers
who would rather hirc Slavs than the generally less well trained Turkic people
at tac same rates of pay.
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The rapid population prowth in the less developed regions was accompanied
by a somewhat slower growth of population of working agre (see Table 1),
able-bodied population in the Central Asian republics grew about 20%-30%
between 1960 and 1970 (compared with a population growth of about 40% )
because of low population growth in the carly 1950s. TTowever, in 1970-80 the
able-bodied population will surge because of the high birth rates of  1960-70.
Hencee, the problem of finding work for rural minority group labor will become
cven more acule in the 1970,

Takle 4
USSR: Index of Growth of Able-Bodied Populaiion, by Republic®
1960-70
1059 =100

Kazakh ... e . o131
Armenin B e 131
Kirgiz. . 129
Uzbek . 124
Tadzhik oo o . 123
Turkmen . .. T ..o 123
Moldavia ... . . . o o119
Azerbaydzhan 0 o 118
Listonin .. ... . .. T i
Latvia o000 109
Lithwania ... 109
Georgin - 109
Belorussia ... . e R (v
RSFSR o 108
Ukraine .. .00 105

* Males hetween 16 and 60 years of age and females hetween 16 and
54 years of age. Based on 1970 census data reported in the regional
press.

REGIONAL INVESTMENT POLICY

Acording to all the measures discussed above, the differences among regions
with respect to per capita income and ontput widened rather than narrowed
during the 1960s. The other major factors determining growth of income and
output, apart from population growth, are investment allocations, by region,
and the return on investment, by region.

Inconsistency Between Regional Policy and Investment Allocations

The professed official policy of favoring the less developed regions is not
borne out by the pattern of investment allocations. Per capita new fixed invest-
ment in 1960-69 has not favored consistently those republics that had the
lowest national income per capita in 1960 20 (sce Figure 9).

Although some of the poorer republics—notably the Kazakh and Turkmen
Republics—reccived more investment funds per capita than the richer republics,

® The Kendall rank order correlation coefficient relating per capita new fixed investment in
1960-69 to per capita regional income in 1960 was 0.410. In other words, there was some
positive correlation in the sense that arens with relatively high per capita national incomes in
the base year tended to be favored with relatively high per capita investments expressed in
rubles. While the relationship did not indieate a strong planners bias in favor of the “rich”
republics, the results certainly did not suggest that a policy of giving preference exclusive to
the lagging areas was followed. The coefficient would have been —1.00 if investment alloca-
tions had been inversely related to income levels with perfect consistency.
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Figu, . 9

and Per Capita New Fixed Investment

National Income Per Capita, 1960
(1958 rubles)

940
899
765
678
675
50
522
521
517
511 ]
509
484
160
449

380

691
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Latvia
Estonis
ASFSR

Lithuania
Ukraine
Azerbayizhan
Armania
Moldavia
Belorussia
Kazakh
Turkmen
Georgia
Uzbek
Kirgiz

Tadzhik

IRN]

Per Capita New Fixed Investment, 1250-69"
(1955 rubles)

2410

| 1980

7 Pa100

*Cumulative investment, 1960-69,
divided by 1965 population.
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CPYRGHT

the Georgrian, Kirpiz, and Vidzhilk Repablics were given investiment alloes
tions Davely halt as Lgre as those fonmeled into the Kazakh Repoblic, Moreove,
the relatively high investment allocations in the Kazakh and Tarkoen Republies
were nsed Targely Tor the exploitation of mineral wnd fuel aeposite, Althouely
Soviet policymakers in making, decisions from the center may hivve considered
the regional parity yroal, clearly other factors mnd T - temper-d this oon
sideration when investment plans were madee,

Within tue RSI'SR, however, per eapita investment allocitions appeas o
have Tavored the less developed eastern ropions, particalarly Fast Siberia and
the Far ast. Thronghout most of the 19605, per canitiv investment allocations
in these regions appear to have heen consistently higher than in any ofher
region of the RSISR or i any other union republic. “This may refleet, in part,
a planmers” preference for developing the eastern regrions,  though perhips
motivated less by equality considerations and more by a desire to exploit the
vast natural resource base in these regions. The hich investment allocatioos
to the castern regions of the RSFSR may also reflect the peeater costs incurred
in the general development of these reggions.

Higher Growth of Productivity in the Mor- Peveloped Regions

To narrow the differences in regional Tevels of development siginificantiy, the
USSR must fly in the face of the best investment opportunities, Increases in
industrial production ave becoming relatively more expensive o achieve in
most of the less developed areas of the USSR than in the already developed
western regions. One measure of this is the relatively Tow growth of productivity
of inputs of labor and capital in many of the poorer regicns.**

" Comparable investment data for the regions of the RSFSR were available only for 1960,
1965, 1966, and 1967 in Narodnoye kozyaystvo SSSR v 1967 godu, p. 625,

2 Although it is usual to consider the incremental capital-output ratios when discussing in-
vestment priorities, the growth of combined factor productivity is considered 1o be a better
indicator for the allocation of investient among regions, since it is misleading 1o suggest that
increases in output are due solely to capital acewmulation. As G.M. Meier points out,
Even if we aceept the assumption that there is o fixed relationship between capital
and output as determined by technical factors, it does not follow that we can infer
from this relationship that only capital iz needed to increase oulput. We must also
comstder explicitly the effect of other variables on mtput—for example, the supply
of trained manpower, entreprencurship, institutional arrangements, attitudes, ete.

(Mcew, Leading Issues in Develop went Economices (2nd 14l), Oxford University Press, New

York, 1970, p. 177)

Labor and capital inputs were combined in a Cobh-Douglas production function under the
assumption that the inputs were paid the value of their marginal products in the base vear.
Fer the derivation of production function coefficients, see Appendix B,

The measure of combined factor productivity was derived as the residual " ment which
accounts for that part of the amual pereentage increase in output in excess of increases in
aggregate inputs—nat is,

——=.0 = g Mf +(1—a) M\
A Q I. K

where:

A =Residual (combined factor productivity ),

Q=industrial output,

L=Manhours of lIabo- input,

K=Industrial fixed capital stock,

a and (1=a)—=Labor and capital coefficients.

Since it is a residual, cankined factor productivity covers the contribution of many factors to
the growth of output such as the contribution of management improvements in resource alloca-
tion, economies of scale, increases in the skill level of labor, and any other phenomena that may
affect the efficiency with which industrial production is carried out.
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This pattern of praductivity growth is not particnlarly surprising. Favorable

factors for growth are uswally available in arcas of considerable urban-ndustrial

development. Therefore, given an existing spatial distribution of whan-indus-
trial development, this distribution could be expected e exert a sipnificant
influence on the regional pattern of productivity growth.™ The reason is that

2 Differences in the industrial structures of the republics may also acconnt for some of the
regional differences in productivity growth—that is, if output peranit of commhined inputs grows
fastor in some brancley of industry than i others, then 1egions in which the faster growing
branches predominate might show a higher rate of growth of overall factor productivity.
Koropeckyj attempts to deal with this problem by analyzing the productivity of various indus-
trial branches in most of the republies over the period 1958-65 (Koropeckyj, “Industrial Loca-
tion Policy,” op. cit., pp. 290-295). Although his results show o relatively higher growth of total
factor productivity for some of the less developed republics, Koropeckyi's ovidence is based
on average annual ra* s of change covering a different time period than that covered in this
paper. Morcover, the time period examined by Koropeckyj was not consistent for all republics,
and the data appear to require very b oad assumptions with respect to comparability and the
problem of matching the coverage of it puts and output.
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poovth proceeds more caaly e or vear alicady etablnhed mbon mehos il
centere due vao aeedomeration coononnes that e coonomens st Teong e
concentialion of Coonommic activities Gy paven area That aach ccanmmies, e
ol trivial can he ween i the continnied copaeaon ol daty o the Ly
metiopolitan e despite olficial cmpliea, on developme the analley o han
area et ob Al prenendly vequnes Lo T and money 1o miprove aned
evpand existing, Lacilition and 1o Brimg nose plante 1o Fall capacity operation in
repions that e abready well developed than ot does to banld mew Lacilities
Cmelandimg the avociated socinl overhieadd i the e devetoped vemony Alu,
b canier to assiomlate technological and manarcnal mnos abons o e
madinstreame of industeial production in the abieady livhilv developed verion .
This 3t s not surprising, that the Fatopean regions ol the country, i which
most ol the wrhon industrial development s concentiated, <how the hish
frowth rates ol combined  factor productivity. “There iv net el evidnee
to snggrest that disceonomics vesulting from overcrowdio and ising conts ol

social ntilities as yet ontweirh the economies ol wihan aprelomerations '

IMPLICATIONS FOR SOVIET POLICY

Investment Allocations

The vegional trends examined in this paper conlront Soviet planners and
political leaders with a policy dilemma. A sienificant veduction ol revional in-
come differentials and maximom national cconomic growth cannot he achieved
sinmlt;nn-(m.‘w‘ly through investiment stratery alone, T maximum national economie
growth is to he the chiel criterion for allocating investment, then capital shonld
he directed primarily toward those regions in which it is most productive. Bat,
as the data on Tactor productivity in industry suggprest, these are not the some
regions in which heavy investment allocations wonld he consistent with a policy
oriented toward achieving regional parity m income. Ouly with the help of
migration policy could all regions move toward income parity, since the most
rapid population growth is occurring in those regions with the Towest income
growth. Sigmificantly increasing the development of Tiborintensive hranches of
industry in the less developed regions, to utilize their rapidly mrowing supply
of “warm hodies™ of working e is not Likely to he a viable substitute for
out-migration of lTabor. Much of the growth of able-bodicd populition in these
regions consists of nnskilled rural vesidents whose social and cultural habits
inhibit vocational transitions,

Therefore, given the distribution of opportunitics, it is not surprising, that
Soviet investment patterns have not favored consistently those republics with
low per capita n.tional income in 1960, On the other hand, the evidence is not

* For instance, the Lithuanian Council of Ministers recently reparted that indugtrial develep
ment continues to expand much more rapidly in the cities of \ ilnius and Kaunas, which already
accounted for over one-half of Lithuania's industry in 1960, than in the small and medium-size
cities of the republic, despite official pleadings to the contrary. Tzvestiva. 13 Tul 1971 o 3)

® As one author puts it,
The continued growth of cven the largest metropolitan regions in the world contra-
dicts the expectation of diminishing marginal returns to seale . . . there is no evicence
that metropolitan areas have ceased to grow anywhere as the result of presumed
social diseconomies. (Fricdman, J., Regional Development Policy: A Case Study of
Venezuela, MIT, Cambridge, 1966, pp. 14-15.)
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strore that prodvctivity wae thee vaneling principle fainvedtment allocatjon..

Hloweever thiv may aellect the Tacl ol any clear ot methodolopy and apnecd
vpen ccomomic critetion Tor implenentings optimimn nvestment policy (not 1o
mention wable price data), patculindy with resprect o industrind Tocation,
vather Hen the Taek of o oty poal o esample, masimizing production ™
Both Soviet and Weslem literatime on thiv wubject have repeatedly noted the
ahitvary and incowivtent methodd. ol arviving at loction decisions in 1 e
UFSSH and the conhadictory eviterin often naed o justity such decisions, ™

Since the Soviets Tave heen inable 1o implement an-investment policy e
sipned to achiove haoth regional vty and maxiinnm producetion simultanconsly,
appears lrom the evidence st hand, albeit weak, that actual investoent policy
may have leancd more toward the Tatter insolar as plhimmers conld det Jmine,
While this would be censistent with the principle ol moving capital resourees
to the place where they contribute most to production, it cainnot solve the
problem of vegional national income dillerentials. An optimum policy for mov-
ingr toward regional parity must combine some capital investment (particularly
educational capital) in the e developed repions with ont-migration ol Tabor
trom these regions. However, no significant efforts have heen made over the
past decade cither 1o stem the {low ol migration into Coentral Asia and the
Transcancasus or o shift Tabor from these areas to other parts of the USSR,

Migration Policy

While more stringent control over migration into the less developed regions
is o clear possibility for the future, the problem of what to do about the
rapidly increasing indigenons popnlation remaing, Foreed ont-migration, though
possible, does not seem to be a likely conrse of action. Aside from the fact that
the Turkic population may be unwilling to move and the “host” Slavic popula-
tion unreceptive to such movement, the educational and language con. raint
that prevents most of the Turkic population from entering the skilled Jabor
force, togrether with the orientation of these people toward irrigation agriculture,
warm climates, and large familics, makes it mnlikely that they could readily
adapt to the living conditions and vocational demands in either the “uropean
or Siberian regions of the country, Morcover, the facilities to accemmoilate snely
in-migrants are sorely lacking throughout these regions. Housing wovid provide
a particularly troublesome problem as well as a rotential source of friction
hetween the Slavie population and the newceomers, smee it is already in short
supply and not generally suited to the traditionally large familics of the
Turkic pceoples.

Difficult thoush it may be, out-migration from the loss developed regions
may have to be encouraged, and properly accommodated, if the Soviets want to

* Industrial investment in 1961-69 has not favered consistently  those republics wiin high
levels of industrial factor productivity in 1960, The Kendall rank order correlation coefficieat
relating the average annual growth of industrial new fixed investment in 1961-69 to the level
of industrial factor productivity in 1960 was 0.0485. The coefficient relating the averagze annual
growih of ombined inputs of lalor and capital in 1961-69 to the level of industrial factor
productivicy in 1960 was 0.162.

¥ Defense considerations may also weisth heavily in investinent decisions, although in a
nuciear age it seems likely that these considerations wonld he more consistent with maximizing
production than with creating region, | parity. The relatively large investment allocations to
some of the less developed republics in Central Asia no doubt reflect the exploitation of
natural resources at least as much as the implementation of any specific defense measures.

" Vsevolod Holubnychy has prepared an excellent summary and bibliography on this point
in Spatial Efficiency in the Soviet Economy, a paper delivered at the AEA-ASSTE meeting
in New Orleans on 28 December 1971,
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ivoid, in these vegions, a boildap of minority nationalities of reiatively low tucome.
At thic very deast (asin the case of Haly ), the movement of indipgrenons Tabor hhom
mral wrens tao selectsd wmban indoetrial j',ll)\\’”l centers within these tegions
will hiavve to he increased, Howeve 3 i would vequive halting the flove of Slavie
in migrants to these vegdons, which o abieady noted, may prove didlealt awith

ot sieniticant changes i curent wape palicy,

Plans for 19721-75

The 19707 plan indieators, by anion repuablic, supgrest that past development
patterng will not changre vadically over the nest five years, The planned prowth
of national incomie in cach republie, shown in Table ¢ below, is one picee of
evidence, The most r:lpi(l ;"mw(h i pl:mm'(l for Moldavia, Belorussia, Armenia,
aud Lidwania, followed by the Turkic repnblics of Uzbekistan, Kazakhstan, and
Azerbaydzhan, 'This mowth, i aitained, wonld yepresent acrelative improvement
in the position of Uzbekistim and Azorhaydzhan —republics which grew ad helow-
nverage rates during the 1960s, On a per capita basis, however, much of this
planned improvement may he offset by continued high population grrowth,

In the agricuttural sector, the 1o grest pereentage inerease in prodnction durings
1971-75 (compared with 1966-70) is slated 1.0 Moldavia, where per capita
production during the 1960s was alveady above the mational average. Although
above-average increases are also planned for Azerbaydzhan, Armenia, Tadzhiki-
stan, and Georgia, it is not likely that these inerements will go far toward bringing,
these republics up to the national average, parti. alarly if no major changes oceur
in the regional pattern of population growth,

The regional pattern of growth in industry planned for 1971-75 is quite similar
to that planned for 1966-70—that is, the most rapid growth is slated generally for
the less developed republies.® Based on past performance, some of these republics,
particularly the Tarkmen and Uzbek Republics, probably will fall short of the
planned growth. The likelihood of such shortfalls becomes even greater when
one considers thal the planned growth of industrial output must be achieved
throngh significent increases in productivity rather than by large increments
to inputs. This indication of a growing pinch on available resonrees has been
emphasized by the Soviet leadership and is mirrored in the plan data for increases
in total capital investment by republics.

The regional plans also suggest that investment per capita in most of the
minority national republics will probably grow somewhat slower than during
1966-70 or, at best, maintain the same rate of growth, Only in Azerbaydzhan
is the 1971-75 planned increase in per capita investment significantly greater
than that achicved during 1966-70. The scheduled reductions in per capita
investment growth rates are especially steep in the Lithuanian, Belorussian, Ar-
menian, and Uzbek Republics. Despite these changes in growth rates, the largest
investment allocations per capita will continue to go to the same {ive republics
during 1971-75 as during 1961-65 and 1966-70—Estonia, Turkmenia, Latvia,
the RSFSR, and Kazakhstan (sce Figure 10). Thus it appears that no major shift
in the regional distribution of per capita investment is contemplated.

» Although plan data for the economic regions of the RSFSR are almost nonexistent, the
planzed growth of industrial production in Siberia and the Far East is reported to be above
the national average.

27
Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1




Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1

e A
O ey N -
_1 :;.! PR A .‘l: o v'v: n. - W v: AN 'j: o v|l TRERTS) W .'v:
o v “'f'
t
' .
O O, o
’ ! ]
" " -I'i ' A & i}
R U A B e
o Myl . £ oy vy U AR T Il N T e TR .
oo I B N S I AN .
4 "y (1: '8
novl )
};‘,H o\ . vo
Xl "| N s on
RN i) T
Sora b Y
1 by el I B T T TR R e e B vy P!
e, "y e L .—! ROTMEE il tg b
"l‘ LT [ ’ i N:Q
o Y " o [
RICAE ,Ll' ! a .
g o ” i oA d
iy = - - o
, LU Bl
o I oo S BT TN TOIRT PRI We N SO NP A i A
THOL OD U M et e D 00 0D AL D v M ey a3 as A
0, . :1’) To
. o
L .g o \'_‘)
7 .88 o
A .
o [ ;Z g g
G| @ e 210 D D e am A~y o rSe .l
R nl - — — — o sl 3 o
of fal o o k4
T 5 gy T %
[ ~— 0 -
L n ©
Q Il o . v % oo
=i 3ok [ gy
—g -y o f‘; AN AT D WS N D DD D . D 4 . Z’) 13 '2
N Ay =11 = I TR N i
2. - . & I I B I B I I R A - 12 o1 &
L » o [
= A N
1o t= 0 "y m
S ] SR :,;
L] - 2] g
) R E SRR
- € 8
e . s O.’U
L i S CIIN ¢ N e DD DD a 5 ‘..gm“’
© ,s A — e — — — — £ g w2 O
3 a ;3: wn [a o
o o] B ES -
.t E Q S QJ -3‘ 8' &
-] a
E:'j o o S SR S g
. - -
(=] - (=
E I f‘lfﬁ"'C”“'—‘G”C’O'Q"Cf’“'f\"‘\"‘l- &l D.O‘UO
n O M D AR AT S an v el O D W oD e = hE“"
2 E L I T T Qe R A} ' et A ek g Ra = B AR~
5 8 = “ 5 o= ”
i Oog s
= (el 7 i Z53d
< 7] > B B
o o3 & @ c &,
.. 3 2388
[a st - o~ Q w2
S -
= @ [= —dOlval|h®l~IChE:':_:';:‘r T a @ By
o 3 & SO -
od é) i r
£ - & g B
- = 2 E 4% 8
a3 =
& —~ I~ D I DD A D A oy o C'S'EQ
° I h'j"l:vfzv':vrvytvy«.qtvrmmm'ﬂ‘.’jw 2 B 33
fol et L R B N B — o, - pae
% 5 =l gETg
. peid s] e H o Ef
£ < o L
o , . 1 a Tk
Lo : Lo : 3 e Q
ol : o : o W= .
s ; Do R g e s
Sl : o : ) o g
- - -
S S a W
Dol g B edoa
Lo e - < o 9
sl N g oo 8
S e N g a0
S S T B = E o
e T 4 =
ST TS SR =
Coeln Lo M/ 0 a3
. . . . . . . . . . . ) . X ) . w E > 2
e S S A - R =R O
S . ' £ Nog o
ol g oo e BN
Lo . a . - g;‘“(- 5
S SO < B S S A N - IS < -
sd 4 B | SEEEE
TE2E 5 LMoSMa4 | 58 CERE
FEE ¥ 483 EEE R | HELF 28
TS ESSSEE R A ES | W~M0e A
— & L, 5 o v O e
S @S NE N SNM S Ao HAN ...
Faadnid <23 ARS G5 >

28
Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1




Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1

1061-85
Karakh
[stonia

Turkman
RSFSR
Lulvia
Armeunis
Ukraine
Lithuania
Arerbaydrhan
Tadzhik
Uzbek
Kirglz
Moldavia

Bulotussia
Georgia

1866-70
Knzakh
Estonia

Turkmen
RSFSR
Letvly
Armenia
Ukraine
Lithuenia
hzerhaydzhan
Tadzhlk
U2bek
Kirgiz
Moldavia

Belorussia
Beorpls

1971-75
Kazakh

Estonis
Yurkmen
ASFSR
Latvia
Armenis
Ukraine
Lithuania
Azerbaydzhen
Tadzhik
Uzbek
Kirglz
Moldavia
Belorussia
Lisorgis

USSR: Per Capita New Fixed Investment,

by Republic

ORI | 035
SRR 022

(1955 rubles)
g — il (514
IR Vidsenircvivind 1200
R 1140
2 1072
ik 1070
0480
N 062
AW 040
705
708
700
876
673
1602
1620
1360
1413
1426
1340
1114
1362
061
078
1187
1027
1033
1005
040
1854
2108
2054
1938
1038
18490
1455
SR 1813
1207
1222
1317
1348
“ 1533
ST 1802
7 1208

Tigure 10

Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1




Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1

Similarly, no new policies with respect to interreional "ahor transfers have
heen nmmowneed. Ismphasis venming primarily on wagre differentinls as an iveentive
(or lnbor 1o mignate into the Siberian regions. However, this policy has enjoyed
only minor suceess for Siberviacin the past. Tn facl, the Tae™ of sufficient vegional
wagte differentinls, os discussed earlier, has dvawn Tabor into the southem regions.
Althoughy there has been some vecogmition of the need o inerease these wape
diffeventinls, it is inlikely that any immedinte inereases will promote a signilicant
transfer of Tabor to Siberin and the Tar Past duving the next Tive years.

Since the new live yewr plan gives no prospect of veducing regional inconie
differentinls by a coordinated vedistribntion of hoth capital and labor, 1egiona!
dispmities in development Tevels are dikely 1o persist wic e little changre during:
the new plan period. o faet, if industrial growth st depend primarily on in-
crenses in fuctor productivity, the development gaps may corimne to inerease,
with the less developed vepublies falling stGll further behind the rest of the
country.
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APPCNDIX A

PRIMARY DATA USED IN CALCULATING REGIONAL
TREMDS IN PER CAPITA NATIONAL INCOME,
INDUSTRIAL AND AGRICULTURAL OUTPUT,
AND FACTOR PRODUCTIVITY
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Table A-1

USSR: Indexes of Regional Growth
1860=100

National Income & Industrial Output © fgricultural Production ¢

Mid-Year 1569 1969 1968
Population » —_ _

—_— Per Per

1865 1969 1365 Total Capita 1965 Total Cazpita

Northwest*. ............ 106.0 109.2) 138 182 167 112.7 122.4 112
Center.................. 102.5 105.0! 131 174 166 113.5 130.6 124
Central Chernozem. . ..... LA NS 101.5| 163 227 224 123.7 121.0 139
Volge-Vyatka..... ...... 104.0 100.3! |145 213 212 106.6 129.5 129
Volga Valley............. 107.5 111.5 135 181 168 {161 233 209 115.7 133.6 120
North Caucasus.......... 110.4 117.3 154 210 179 124.5 122.4 104
103.6 105.1§ 148 203 193 101.1 123.9 118
105.0 105.5] 150 209 198 98.9 109.3 104
108.3 111.2] 161 232 209 112.9 118.0 106
111.7 118.3] [159 222 188 116.1 139.0 117
105.3 110.0 143 191 174 160 222 202 112.4 122.9 112
1037 110.0 141 156 16y 158 226 205 108.2 121.9 111
106.7 112.¢ 152 223 199 174 273 244 123.4 144.6 129
104.9 109.4 141 200 183 164 263 210 126.6 143,y 132
195.9 109.7 140 184 168 133 211 192 115.3 126.2 115
111.2 118.4 161 212 179 177 261 220 135.5 164.7 139
108.5 112.9 137 173 133 141 196 174 117.7 136.G 120
116.3 130.5 148 208 159 157 237 152 108.0 119.6 92
117.6 130.0 125 152 117 141 178 137 108.8 119.8 92
119.0 127.6 131 193 151 164 231 181 119.1 130.4 102
119.4 134.1 150 200 149 167 267 199 136.1 147.8 110
120.9 138.0 143 172 125 150 186 135 119.2 129.4 94
121.9 138.1 136 189 137 154 211 153 128.5 137.4 jelel
118.1 152.8 131 155 117 134 177 133 132.6 156.2 118
107.6 112.1 137 183 163 1491 205 ¢ 182 115.5 128.9 115

» Indexes of mid-year population were derived from data in Table A-3.

® Indexes of national income were taken from Nzrodneye khozya-stvo SSSR v 1969 godu, p. 335.

e Tn '~ie¢ ui nqustrial output were taken from Nar~dnoye khozyaystvo SSSR v 1969 godu, p. 149.

¢ Andezes of agricultural production and the per capita ruble data (shown in Table A- 2) were derived from three-year ma=ing averages, representing 2n
tstimated net value of per capita agricultural production in thc various regions. The wzlue of agricultural output was derived for esch region
and for the USSR on the basis of price (1968 prices) and quartity data for the following 17 egricultural products: grain, potatoes, other vegetables,
fruits and berries, cotton, sugar beets, surflower seeds, fiber flex, tea, meat, milk, wool, eggs, cattle, hogs, sheep, and goats. An adjustment was made for
grain and potatoes used for fecding purposes.

* Including Kaliningrad Oblast’.

b ! The index of industrial production for the USSR is based on the sum of the regional values of industrial cutput in 1965 and 1969.
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Table A-2

USSR: Regronal Per Capita Values of National Income, Industrial On tput, and
Agricultural Production

Rubles
Apriealtaral
National Income » Industrial Output b Prowetion ©

1960 194GY 1960 1969 19,0 1969
Northwest <. ... ... .. 1,167 1,045 124 130
Coenter. .. ........... 1,186 1,064 176 219
Central Chernozem., . . 3l 695 335 465
Volgn-Vvatxa. .. ... .. 653 1,387 217 250
Volgn Valley . ... .. .. 765 1,282 645 1,347 274 329
North Cnuensus. ... .. 600 1,074 300 313
Urals......o o0 .. 930 1,797 203 2349
West Siberin., ... 621 1,230 A 208
Fast Siberin, ... L 594 1,236 210 223
Far Bast............. 737 1,383 99 117
Iostonin........... ... 800 1,561 971 1,961 378 424
Latvin............... 040 1,590 0933 1LO1d 348 380
Lithuania. ... ... ... 678 1,300 519 1,264 356 459
Belorussin. ... .. .. ... a7 945 451 1,085 323 425
Ukraine. . ........... 675 1,131 775 1,492 285 327
Moldavin. .. ... .. ... nh24 933 303 867 2K7 400
Georgin, ... ......... 484 741 H22 906 144 174
Armenin............. 522 ERY| h&4 1,060 128 118
Azerhaydzhan, ... ... 560 GHH 461 631 123 113
Koazonkh.............. 5l 773 403 730 321 328
Kivgin, . ............. 449 670 369 735 195 215
Uzbek............. . 460 BYL! 359 484 241 226
Tnazhik. . ........ ... 380 H20 352 537 178 177
Turkmen. .. ......... H09 504 340 453 205 241
USSR, ... .. 691 1,127 724 1,325 244 280

= Prices in 1958, The per capitn data for national income shown here and in Table 1 of
the text were derived as follows. Pirst, national income per capite for the USSR was
derived for 1965 by moving the 1958 value of nutional income forward by the appropriate
growth indexes and dividing by mid-year 1965 population (Narednoye khozyaysivo SSSR v
1960 godu, p. 152 und Narednoye khozyaystve SSSR v 1969 godu p. 558). Republieaxn
data on national income per capitn as a percent of the USSR in 1965 (at 1958 prices)
contnined in Vedishchev, op. eit., p. 82, were then applied to the USSR figure. From these
results, national income was dorived for each republie in 1965, and the latter was moved
back to 1960 and forward to 1969 by the approprinte growth indexes (Narodnoye
khozyaystvo SSSR v 1969 godu, p. 53%). Finally, using mid-year population data (Table
A-3), per capitn national ineome was culeulated for ench republic in 1960 and 1969,

b Prices in 1055, The per eapita data for industrial output shown hare and in Table 1 of
the text were derived from the gross value of industrial output for the USSR in 1960 at 1953
prices (Promyshlennost’ SSSR, Moscow, 1964, p. 36), and the regional pereentage shares
of this total figure (originally derived in Cook, P. K., “The Administration and Distribu-
tion of Soviet Tadustry,” in US Congress, Joint Kconomie Committee, Dimensions of
Soviet Economic RPower, Washington, 1962, pp. 704-7:32, and later adjusted for boundary
changes in Koropeckyj, “Industrial Loecation Policy,” op. cit., pp. 286-257).

° Prices in 1968, Data for agricuitural production were derived as explained in footnote d
for Tuble A-1.

9 Including Kaliningrad Oblast’.
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Table A-3
USSR: Mid-Year Population ®

Thousand Persons

1960 1965 1969
Northwest* . .. ... .. .. 11,676 12,371 12,752
Center ........... ... . . 25,930 26,584 27,234
Central Chernozem ... coo. 0 T7.848 7.968 7,964
Volga-Vyatka ... ... .. P < 321+ 8,290 8.718
Volga Valley ...... . . . oo 16,371 17,592 18,260
Norih Cauensus ... .. . ... 12,080 13,340 14,172
Urals ... ... . 14,498 15,2008 15,232
West Siberia .......... ... .. . 11,526 12,108 12,158
East Siberia ... ... 6,660 7,220 7,412
FarEast ... ... .. .. 4907 5,482 5,806
Estonia ... ..... ... .. .. .. . 1,215 1,279 1,336
Latvia ........ . ... ... .. ... . .. 2,130 2,259 2,344
Lithuania .. ... . .. . .. .. . . 2,781 2,968 3,116
Belorussia ... ... .. ... . oo 8,184 8,583 8,950
Ukraine ................ . . . 42,786 45,308 46,944
Moldavia ............. .. . .. 3001 3,336 3,559
Georgia ... ... ... .. . .. .. 4,161 4515 4,699
Armienia ... o 1,860 2,164 2,428
Azethbaydzhea ... .. 3,904 4,591 5,076
Kazekh ... ... .. .. .. .. ... . 10,078 11,988 12,864
Kirgee ... ... ... 2,185 2,610 2,930
Uzbek ... ... ... ... .. ... 8,564 10,350 11,816
Tadehik ........ ... ... . . . 2,073 2 528 2,862
Turkmen ........ .. .. ... . . 1,598 1,888 2,122
USSR ..... .. .. o 214,318 230,521 240,347

* Derived from data reported in Narodnoye khozyaystvo SSSR v 1960
godu, . 8; v 1964, p. 12; v 1968, p. 12; v 1969, p. 12; and Narodnoye
khozyuystvo RSFSR v 1960 godu, pp. 34-37.

* Including Kaliningrad Oblast’.

Table A-4
USSR: Indexes of Growth of Man-Hours Worked per Year in Industry ®

1960=100

1965 1969

RSFSR . ... . . Ts 140.0
Estonia ........... .. .. .. .. ... .. . o 1285 146.6
Latvia ... ... ... ... .. . .. . . . ... 1259 153.7
Lithuania . ... . 1469 203.1
Belorussia e 1310 189.9
Ukraine .. .............. U 1: 0 | 155.6
Moldavia ........ ... .. e 1508 216.0
Georgia ............. ... ... ... ... ... . ... 1018 149.7
Amcenin 1384 195.3
Azerbaydzhanm ... ... ... ... R §-v & 146.4
Kazakh ... ... ... ... ... ... ... . ... . . 137.5 192.8
Kivgiz .. ......... ... ... ... ... .. I &1 | 192.9
Uzbck e 1323 164.2
Tadehik ... ... ... 1403 181.7
Turkmen ... ... T 140.6
USSR .. ... ... ... .. . oo, 1212 147.9

* Based on employment data, days worked per man-year, and hours worked
per man-day. These data were extracted from Trud v SSSR, pp. 40-70, 81,
and 173, and Narodnoye khozyaystvo SSSR v 1960 godu, p, 645,
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Table A-5
USSR: Indexes of Growth of Industrinl Fixed Crpital Stock (End of Year)*
1960=100"

1965 1969
USSR ... .. ... ... ... ... . 169 234 )
RSIFSR ....... e 167 229
Ukraine ........... . .. 164 225
Beloressia .. ......... ... .. o 210 (313)°
Moldavia ... ... .. . .. e 213 (317)
Lithuania ... ... ... ... 194 (308)
Latvin ... oo 177 (229) P
Estonia .......... ... .. ... e 185 (230)
Georgin . ... ... .o (143) (195)
Azerbaydzhan ... ... (168) (242)
Armenia oL 185 (3%0)
Kazakh ... .. o (182) (269)
Uzbek ... ... .. .. e 186 (287)
Kirgiz ... ... 167 (320)
Tadzhik .. ... . 193 (385)
Turkmen . ... .. (178) (284)

* Sources:
USSR: Narodnoye khozyaystvo SSSR v 1969 godu, p. 45.
RSFSR: Narodnoye khozyaystvo RSFSR v 1069 godu, p. 32
Ukraine: Narednoye khozyaystvo Ukrainskoy SSR v 1969 godu, p. 48.
b lorussin: Narodnoye khozyaystvo BSSR v 1968 godu, p. 27.
Moldavia: Narodnoye khozyaystvo Moldr vskoy SSR v 1968 godu, p. 17;
Sovetskaya Moldaviya k 50 letiyu Velikogo Oktyabrya, 1967, p. 23,
Lithuania: Ekonomika i kul'tura Litovskey SSR, 1067, p. 89; 1968,
p. 35; 1969, p. 117.
Latvia: Ekonomika i kul'tura Sovetskoy Latvii, 1966, p. 35; Narodnoye
khozyaystvo Sovetskoy Latvii v 1968 godu, . 46.
Estonia: Narodnoye khozynystvo Estonsko: sSR v 1960 godu, p. 44,
Armenia: Isaakyan, G.D., Osnovne fondy promyshlennosti Armyar.skoy
SSR, 1970, p. 387.
Uzbekistan: Narodnoye khozyaystve Uzbekskoy SSR v 1967 godu, p. 26.
Kirgizin: Narodnoye khozyaystvo Kirgizskoy SSR v 1967 godu, p. 11.
Tadzhik: Narednoye khozyaystvo Tadzhikskoy SSR v 965 godu, p. 28. .
* All indexes based on 1955 rubles.
© All indexes in parentheses are estimated values derived by the perpetun:
inventory method as explained in the text of Appendix B.
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APPENDIX B

DISCUSSION OF STATISTICAL AND ANALYTICAL PROCEDURES

The Effect of Soviet Stotisticnl Biasos on Interregional Comparisons

The seatistical data on national income and industrial output employed through-
out this paper h..ve been drawn exclusively from official Soviet sources and are
subject to the biases inherent in Soviet concepts and statistical practices. Although
the regional biases do not differ sufficiently to cause a significant change in the
relative position of the regions, some regional differences in statistical bias sti'l
exist. These differences and their probable effeet on the results of this paper
are discussed below.

National Income Data

In Sovict practice, national income reflects the total net product of the “pro-
ductive” sectors of the economy. This differs from the Western coneept of net
national product primarily in the exclusion of the service and government scctors
from the Soviet data. The exclusion of services very likely has resulted in the
underestimation of regional variations in per capita national income, since the
value of services per capita is considerably greater in the Ewropean areas of
the country than in the Central Asian and Transcaucasian republics.

Probably the greatest degree of regional variation in the bias of national ircome
data is duc to the inclusion of turnover tax in the net product of industry.3' This
introcuces different cegrees of bias among the regions according to the branch
structure of industrv iy cach region, due to variations in the wnount of turnoves
tax epplicd to differer* products. For instance, in 1969 the turnover tax com-
ponent of wholesale prices averaged 4.2% in the branches of heavy industry and
22.1% in tize branches of the light and food industri_~."2 Thus, national income
could be subject to more tpward bias in regions with a greater share of light
and food industries in their industrial structures. Nevertheler, a comparison
of the relative positions of the union republics in terms of Jer capita national
income in 1963, inclusive and exclusive of turnover tax,® rcveals that regional
variations in the bias resulting from inclusion of the turnover tax <o not sig-
nificantly change the ranking of the republics (sce Table B-1), and have virtually
no cffect on the findings of this paer, with respect to regional variations in the
level of per capita national income.

™ For example, the data given for personal services in SSSR v tsifrakh v 1970 godu, p. 227,
indicates that the value of such services per capita ranges from 11 rubles in Azerbaydzhan
and Uzbekistan to 27 rubles in Estonia.

" The turnover tax incidence is a result of budget practice rather than production relations,
and ~ distribution of net products, by sector, including turnover tax distorts the actua! situation.

* Narodnoye khozvaystve SSSR v 1969 godu, p. 191.

® Per capita national income data exciusiv: of turnover tax in 19685 were obtained from
Vedishchev, op. cit.,, p. 82.
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Table B-1

USSR: Runking: of Republics, hy Per Capita National Income,
Inclusive and Exclusive of "Turnover Tax

1965

Inclusive of Turmover Tax Fachsive of Turnover oy
Latvin listonia
Fostonin 1.atvia
RSESKH HSESR
Lithuania Lithwania
Ularitine Ukyaine
USSI Average USSI Averape
Moldavin Moldavin
Bel russin Belorussin
Arn enin Armenin
Georgia Kuzakh
Azerhavdzhan Ceorgn
Turkmen Kirsriz
Kirgiz Usoek
Kazakh Azerhaydzhan
Uzbek Turkmen
Tadzhik Tadshik

Regional indexes of national income growth ae also affected differently,
depending on the branch structure of industry in cach region, Since the ligght
and food industries generally experience slower growth than heavy  industry,
regions with a greater share of the former in their industrial structures will
naturolly display slower growth vates of national income. The turnover tax
clement in the net product of the light and food industrics exaggerates the weight
of these branches and therefore eauses an understatenent of cconomic growth,
Nevertheless, the relative rates o industrial growth, by region, should not be
affected appreciably by the inclusion of the turmover fax,

Inde irial Output Data

The scctor defined as industry includes manufacturing (including munitions),
mining, cicetric power generation, lumbering, and fishing. The official production
indexes extracted from the statistical handbooks of the USSR and the RSIFSR,
are indexes of gross industr’al production (valovaya produktsiya promyshlcnnost’).
Thesc indexes represent the sum of the gross production of Al industrial enter-
prises, where the gross production of cach enierprise is caleulated by multiplying
the output of cach product by its price (exclading tarnover taxes) as of a base
year. Only those products produced hy an enterprise solely for internal use in
the production of its primary products are excluded from the gross production
of an enterprise.®

These indexes are subject to several defeets when used to estimate growth.
Multiple weights will be assigni d to some industrial aciivitics due to interindustry
transactions, and if those activities are growing faster than others that are loss
heavily weighted, the index will be overestimated. To the extent that this occurs,
regions with relatively greater concentrations of technically related industries
(that is, the Europea.) regions) may incur a relatively greater inflationary bias
in growth. Another defect is that the indexes are sensitive to changes in the
organizational structure of industry. As the degree of specialization increases,

™ Narodnoye khozyaystvo SSSR v 1967 godu, p. £21.
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the goross valne of industrial production, will increase. Thas, inereases in 1 e JTross
value of industrial production alter 1065 may to some extent bea velleetion or (he
abolition of the commeils of national ceonomy and the retarn to the hrancl, system
of administration,

The preatest inflationary defect of these indexes s probably the method by
which new products wre introduced  into the indexes. New  products and
maodified or improved old ones are assipned prices ostensibly equivalent (o prices
that would have existed in the base year, I practice this has usually meant
the initial mnit cost of production, which is generally very high and includes

. developmental expenses, This praciice, coupled with the tendency  of new
products o gmrow more rapidly in output than older ones, naly cause grealer
inflation of the growth rates of industrial production in £+ Fwropean regions
of the conmtry where conditions are more conduc. v to the introduction of new
products.

There is Titde doubt that some of the regional variations in both the level
and growth of per capita industrial output _are attributable to the problems
discussed above. However, the regional variations in industrial production scem
far too great o be explained predonminantly by variations in statistical Dias.

Derivation of Industrial Inputs and Combined Factor Productivity

The Input Series

Perhaps the most serious deficieney in the analysis is the lack of adequate
regional data on factor inputs other than labor and capital. There does not
arpear to he any tractable method of imputing inputs from other sectors, par-
ticularly agriculture, *o the industrial sector on a regional basis, although a
fairly detailed input-outpit table exists for the country as a whole, there is no

reason to expect that the coefficients wonld realistically represent the technigues
of individnal regions, and use of these coctficients would probably compound
the existing margin of error.

Indexes of labor services

The indexes of labor inputs are based on published Soviet data: the average
annual number of wage camers and salaried personnel in industry, the average
number of days worked per man-year inindustry, and the average number of
hours worked per man-day. Data on hours worked per man-day and days worked
per man-year are available only for the USSR as a whole and had to be assumed
relevant for cach region. To the extent that this assumption is violated, the indexes
of Iabor inputs are not fully comparable with those of output. Another problem
of matching the coverage of inputs and outputs ocewrs in the labor series because
of the exclusion of industrial workers participating in minor industrial production
activities on collective farms whose output is included in the indexes of industrial
production.*

Indexes of industrial gross fixed capital stock

Data on the growth of inlustrial gross fixed capital stock, by union republic,
were obtained both dircetly from Soviet statistical sources and indirectly from

¥ Trud v SSSR, Moscow, 1968, p. 81.
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estimates of the vuble value of industrial yross fixed capito] sto-k derived hy the
perpetual inventory: method ™ Coneeptually, those indexes are less desirble
as swrogates for the growth of capital services than indexes of average aonnal
gross fixed capital stock would be, sinee the irdexes presented here represent
stock as of the end of the year. However, in the absence of firm data on the
anmual ruble value of industrial gross fixed capital, by republic, from which
indexes of average amnual gross fixed eapital stock conld be derived, the end-of-
year indexes represent afeasible altemative for indicating the relative order
of magnitude in the prowth of capital services among the vimion republics. The
growth indexes of industrial gross fixed capital stock for 1965 and 1969 (with
1960 as the base year) are presented in Table A-5. Those in parentheses
represent values estimated by the perpctual inventory method.

Four basic steps were followed in obtaining the estimated indexes. First,
estimates of the ruble valiue of industrial gross fixer! capital stock at the end of .
190 were derived as shown in Table B-2. For each republic except Georgia,
Arerbaydzhan, Kazakhstan, and Turkmenia this value was moved forward by
the reported growth index to the most recent year for which the index was given,
The perpetual inventory method was then applied for the remaining years to
obtain a ruble value of industrial gross fixed capital stock at the end of 1969.

No growth indexes were available for Georgia, Azerbaydzhan, Kazakhstan,
and Turkmenia, so the perpetual inveatory method had to be used for all years,
Because republic data on the changes in unfinished construction were not
available, the perptual inventory method tends to overstate somewhat the
growth of industrial fixed capital stock eazh year. The stock of unfinished con-
struction typically grows faster than total investment. Thus, when the values of
industrial fixed copital stock were sumraed for all republics at the end of 1965,
they totaled 152.24 billion rubles, or 2.24 billion rubles more than the reported
total for the USSR. On the wssumption that the reported growtl: indexes for the
other 11 republics were accurate, this error was attributed solely to the estimating
procedure, and the four estimated values for 1965 were adjusced proportionally to
add to the difference between the sum of the 11 republics for which data were
reported and the total for the USSR. Starting from (hese adjusted values, the
perpetual inventory method was again applied through 1969. The sum of all
republic values at the end of 1969 was 211.33 billion rubles, or 3.33 billion rubles
over the reported total for the USSR. Therefore, the estimr ated values were ad-
justed as before, ind indexes of grow:h were then caleulated from ratios of the
adjusted values t) the 1960 valucs.

In addition to the lack of data on changes in unfiniched construction men-
tioned above, two other factors associated with the perpetual inventory method
may have affected the accuracy of the estimates. Since retirement rates for '
industrial fixed capital stock, by republic, were not available, the all-union retire-
ment rates were applied to the values of industrial gross fixed capital stock
of cach repnblic. Second, industrial investment data for some republics (and

* The perpetual inventory method can be expressed as follows:
Se—[(S) « (RY]+1=5.,
where

5,=Gross fixed capital stock at the beginning of the year t.
R,=Rate of retirements in the year t.
1,= Investment during the year t.

Sy 1=Gross fixed capital stock at the beginning of the year t+1.

40
Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1




“USSN 9Y3 10} [8303 3y3 0} pp® j0u
S9U Ul PASN TITP [¥101110 Y2 10 3INITU PAPUNOI 33 JO 3SNEdag " (YSIN 241 40) (8103 oyt Aq panduynm uay) pus

LAl
[:})
[$]
e
V'I;
]
oy

i
!

1
B

—
m
(]
(1%

"(-) UWnjed s2WMN (L) UWNOZ (96T JO U 3¥ Fo03s [BI1dED PIXYy £S04 [BL.ISNPUI J) N[ *(6)

Avw sumniod
(6) uwnjod 3o

SRR B TEINICLT (08T 10 PUS 1B Y{& , 941 107 ¥o01s 151dsd paxiy 508 [ELIENDPUL {8103 3Y1 01 pPp® 01 paisnips (6) Lwnioy) “(O1) aunjo)

uwnoy)

'821]qndal g1 13Y10 2u3 Jo anjea uwvaw 8y} jussaidal BlURWININ] pUB UvyzpAeRqIozy

nder saneadsar oy doy (sucniwoliqnd oajsimizoyy sfouporBN) SNOOGPUEY ]TONISIIBIS 9y} WOIJ PIIIBIIXD 219
X 2 11® 104 "0G61 10 PUd 1% A11ENpul Ul Y2035 [231ded paxiy £5013 (8301 Jo o1vys afwyudos g (&)

"(8) Twnics Su[d (¢) UWN[OD 1Qg9HT 0 PUD Y3 1B o018 [B11dE0 pax1y s=043 18101 jo anquy °(2)
‘$6%F 'd 'npod 961 4 YSSS 0aI15£vL20YY Si0upoIEN WOI] ‘gos] uj 1311dwd paxyy jo sfuruolssTwuwiod [Fog, *(9)
() umniod snunu (z) wwnge - ()

“(g) UWN0Y sAW () UWN(Od {QO] ul s1uawalnay - (¥)

& B}EP 8AY)
awnioy)
uwnio)
uwnjon)
awnjopn
umwnjoy)

"30018 [811d®w0 paxyy s=018 [8101 0] (96T Wl YSS 23 10) 3L juswaIney *(g) uwnio)
1961 pus 0961 103 sanjra paysiiqnd AfsuiBuo oy

ST IELRGIISIE XIPUIOLET 101 251 10 ST nEneaql 0851 SITUEL [ 03 ¥2¥q Y2018 [811d%D paxyy §5043 Jo anjTA 1961 £Lisnusp | pasiasi ay. Julaow £q paatiap
She SISTIOUOUNS €10 IRSN 8T 0] SN[EA YUY SS[qRI TGO g1g SAWIl (961 Alenusp 1 uo jroys [s3ideo pexiy ssoid [£303 Jo 31vyg *(g) Gwnio)
(ERT S4ENTIL T U0 sooss peiided paxi) penjwAl 341 JO £1SBQ 973 UO PIiE[No[ed aiom TIEp 289Y3 ‘eI0yingz oYl 03 FuTpIoddy “gg d ‘@SB “M02501y ‘YSSN

=31
ADPED] STLADTSQ " 4"V "STUSAITI PUD S TAOWTOIIE() WOl ‘06T SIENUE( [ WO ¥2018 [E31dEd paxyy 55013 2107 USSN Jo ar8ys adwusdiag “ (1) wwnjo)
'SUTIN[O) 873 JOJ SIDINOS PUB SUONIBAID( »

CIA-RDP85T00875R002000040001-1

¢ 8'¢Z &eC €0 6'1 13X &1 61 90 S ueunIny
. oo To DIz 11 0 60 129N ol 6°0 €0 IR L1 K3 A
.- Y €81 ¢l co g1 BN z1 €1 FO o zidary
ol et e §¢ 6°0 6% e g1 0°¢ 2 S A2qzQ)
. €g ¢g Sl ¢-a1 €z g3l g0 A 7 E1 0 qyezey
. ¢ =N o'€T e z'o 61 REN z'1 €1 9, T BusTyY
~ E &0z 02 €0 €9 1'0 AN 9°9 g o usyzpieqiazy
o o1 it b 0¢ 70 9% 10 Gl Ly 0 B1d109)
N ¢q €0 0z L°E zo ¢z 12N g1 ¢z 80 e | EIu0)Sy
N 3 20 AT Lt 08+ €0 §°g 188N Sl 8'e g1 T reiae
= ¢d ¢'0 A e €0 8¢ 123N g1 &% 60 TTTo U sluengg
o S e €Q 031 671 €0 91 12N z'1 91 < BIABDIOIY
. 1 01 ¢cr $°9 $°0 8¢ 1o z'1 6°¢C 61 e BIssnIO[RY
: o $3: zet 0°s3 7o se 9-ge 9°0 Tl cee U2 S RIS o
4 Tes Fco eES €3 z'0g 1°30¢C ¢z A 9°90% 0799 e qsasy
) - m Rl FuLF S Feiqnyg uong UL T sajqnay puazL2 g
(14 uoyzg
5 ot 5 &y 2 {9 (&) &) (g) @ (D
y - - - -
o gasminy A21FnPTY Tl [B3dE) 0T I0 pue 0961 T 183X 10 puyg 0961 Ul 918 189 X 10 dutuuiBag 1y
W £Il18TpU] PSXIS IS0 30 218GR 1% [maide) [Rarde)D 18 1197 sjuaw juaw 70035 1831dB)) paxiy
m TiTTiidE) pexIyg vww.E 10 ids) -2Imsy -amey Jo wonnqusi(y
o et oi 4 10 anyv sZuruols pexig payBminsy renuuy
- Ap paigwnsyg -SImwo)) asp 1

* 0961 30 P& 2 32 3poig [ende) pavig ss01) [BILUSTIPUT JO WOREALISQ *WSSN

&4 91981,

41

: CIA-RDP85T00875R002000040001-1

Approved For Release 2001/09/28




for all vepublics in 1969) had o be estimated by Livst calenlating, the average
pereentagre share ol industrin] investment in total jnvestment over the previoas
period of five to cight years and then applyinge this e to total investiment
for the vear(s) in question. Although the extent of any cvor introduced by
these procedures s unknown, it is not very likely that any such error conld
appreciably distort the relative order of magnitude ol indnstrial capital stock

amony, the republics,

The Relation of Inputs to Ouiputs

The production function vsed to combine the Tabor and capital inputs is the
familiae Gobh:-Dougelas funetion, Q- ALAKY with a t b 1L Beeause it is believed
that neither perfect nor zevo sabstitutability among inputs s reasomable for o
sector as ¢onprehensive as mdustry, an interaediate assumption seemed o be
called for, Therefore, the assumption of witary clasticity of substitution was
made for this analysis.

In estimating the production function coetficients, it w. asstuned that lahor
and capital inputs were paid the value ol their marginal products in the base
year; and, for each _egion, the shares of Tabor and capital in total value added
in industry  were derived  exogcnonsly  from the production function. The
average anneal ages of workers and salavied employees together with social
insurance deductions were taken to refleet the values of the marginal pro.mel
of Tabor. Since there was ao explicit accomting of a retarn to capital in the
Soviel Union until 1966, the somewhat arbitrary interest rate of 8% was assumed
and combined with a depreciation allowance to simmlate the return on capital.
This combined rate was applied to all regions. The interest rate of 8% was
chosen on the basis that it is one of the two rates employed in previons studies
of this nature (the other being 2094) and is closer to the experimental 6% rate
instituted by the Soviets in 1966 than is the 2044 rate. The specific steps followed
in deriving the production function coefficients are ontlined in (he notes to
Table B-3.
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