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XIII. Foreign Trade

Recent Trends in the Foraign Trade of the USSR

A. TRENDS IN TRADE

1. Soviet foreign trade almost doubled in the period 1960-69 -- from
$11.2 villion to an estimated $21.6 billion. The average annual rate of 7.6
percent during the period was comparable to that of world trade. Performance,
however, has been uneven over the period with a sharp decline in the growth
rate in 1956-66 and a growth in 1967-69 in excess of the longer term average.
Trade in 1968 was up $1.9 billion or 10.2 percent over the 1967 level, the
largest percentage increase since 1962. Growth in 1969 was alﬁost as large

as in 1968 in absolute terms -- $1.6 billion -- but was only 8 percent above

the previous year's level.

In Millions of US $

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1/

Exports 5,564 5,998 7,030 7,272 7,683 8,175 8,841 9,652 10,634 ..
Tmports 5,628 5,828 6,455 7,059 7,736 8,058 7,913 8,537 9,410  N.aA.
Turnover 11,192 11,826 13,486 14,331 15,420 16,233 16,754 18,189 20,04k 21,650

Percentage
increase
over
preceding

year 6.4 5.7 1k.o 6.3 7.6 5.3 3.2 8.6 10.2 8.0

1. Preliminary.

2. Among the principal causes of the fluctuations in the growth rate
of Soviet foreign trade in the 1960's were the changes in intra-CEMA Toreign
trade prices in 1965-66 which reduced the value of Soviet traded goods.

. 1
Soviet trade wwith Fostern Eurcpe hardly increased as & result of the price
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they occupied onl& a slightly greater share in 1968, when they were valued
et $1.3 billion, than in 1960. The growth in exports of oil during 1965-68
resulted largely‘from substantially increased exports to the industrial
West. In 1969, however, Soviet exports of oil apparently increased
negligibly, with the industrial West importing less than in 1968. Food
exports have now regained their former importance after grain exports fell
sharply in 1964-66. Annual grain exports averaged more than $400 million
in 1967-68 compared with $250 million in 1965-66. The USSR is again a

net exporter of grain, achieving a net surplus of 3.8 million tons in 1968
following a 1966 import surplus of 4.2 millions tons.*

5. Soviet imports since 1960 have featured machinery and equipment
as well as consumer goods. (See Table 3 in Appendix) Imports of machinery
and equipment - almost three-fourths of which originate in Eastern Europe
and most of the remainder in the industrial West -- incréased from $1.7
billion in 1960 to almost $3.5 billion in 1968. Imports of consumer goods,
valued at $3 billion in 1968, have grown little in recent years because of

Al
& decline in food imports, particularly wheat in 1967-68. Manufactured
consumer goods have figured more importantly in Soviet imports in the last
few years, rising‘from $1.1 billion in 1965 to mo}e than $1.8 billion in
1968. Most of these products originate iﬁ-Eastern Europe, but the

industrial West has provided substantial quantities since 1965.

* Excluding wheat flour. ' i




C. TRADE BY REGION
(1) Communist World -- Eastern Europe

6. Soviet foreign trade with the Communist countries of Eastern
Europe grew at an average annual rate of 8.5 percent in the period
Il960-69, increasing from $5.9 billion in 1960 to an estimated $12.2
billion in 1969. The 8-percent increase in 1969 was a drop from the 11
percent growth rate in 1967-68 but the decline was insignificant compared.
with 1965-66 when intra-CEMA foreign trade prices were reY;sed. Soviet-
Eastern European trade increased only 3 percent in 1965 and declined by
1 percent in 1966 -- the first decline in this trade since 1955.% Despite
the slower growth in 1969, Eastern Europe continues to account‘for well
over half of Soviet total foreign trade and more than four-fifths of
Soviet trade with the Communist countries.

T. East Germany has been the USSR's largest trading partner in
Eastern Europe and in the world during the period 1960-69 and now accounts
for more than 15 percent of total Soviet trade. When viewed in terms of
growth,. however, Soviet trade with Bulgaria and Poland has been more
dyngmic; trade with Romania has been the most sluggish. (See tabulation

below)

* The price revisions took effect in late 1965, but had their greatest
effect in 1966. According to official Soviet data, the volume of Soviet
trade with Eastern Europe increased 4 percent in 1966. Soviet export
prices declined more than import prices in both 1965 and 1966 so that the
Soviet terms of trade worsened in those years.
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Burope and more than the USSR bought from the entire West. Another $500
million worth of machinery and eguipment was imported from Czechoslovakia,

12. Consumer goods have.become increasingly important in Soviet
imports from Eastern Europe. 1In 1968, they totaled more than $1.6 biilion,
up by about $1 billion since 1960, The largest and the fastest growing share
of consumer goods imported is made up of manufactured goods, growing from
about $475 million in 1960 to almost‘$l.3 billion in 1968. More than half
of the 1968 total consisted of clothing and footwear,
(ii) CEMa

13. The Council of Mutual Economic Assistance (commonly kﬁown as
CEMA or GOMECON) behind its indispensable facade of unanimity i; as far as
e?er from adopting a program for the "economic integration" of Eastern
Burope. There is no evidence that CEMA in its 20 years has contributed
much to the economic integration of its members, Trade among them has been
bilaterally planned and for the most part bilaterally balanced, as is their
trade with nearly all countries, Trade between CEMA countries has grown
rapidly but nct more rapidly than their trade with the rest of the world
or with Western Europe.

14. The increase in trade between EEC countries since the

initiation of the Common Market has been ne;rly twice the increase in
intra-CEMA trade over the same period, Eastern Europeans have been

impressed with the rapid technological development and the high level of
1




efficiency in Western Europe -- especially in the Common Market —- which
they attribute in good part to "economic integration." Varisus proposals
for cooperation in CEMA to emulate these achievements have been under
consideration for months. None, however, has much prospect of adoption,
which under CEMA rules can be done only by unanimous consent,

15. The Soviet leadership favors "economic integration" in Eastern
Europe through closer coordination of plans largely as a means of binding
the smaller states closer to Moscow, The USSR has not been'pushing any
specific proposal and has put aside the idea of "supranational planning,
an approach suggested by Khrushchev in 1962 but quickly rejecte& by the
Eastern Europeans, There has been little enthusiasm in Eastern»Europe for
closer plan coordination for Tfear of more outside interference in national
economic policy: Only Poland has supported this approach.

16. The USSR would like to see further cooperation among CEMA
members, and apparéhﬁly would back tb‘se.lective integration" in relatively
nevw and expanding industries -- such as chemicals and electronics -- that
require heavy investment for development. Such Joint ventures can help
to surmount the proplems of the limited resources and small markets of the
Eastern European countries and can be arranged within the present. framework
of bilateralism. These joint ventures woul&-also contribute to the
economic cohe;ion of the Eastern European countries --- politically

desirable to the USSR - without infringing on their economic sovereignty,
)




In any event the USSR will not accept any formula which effectively
diminishes its economic and political co§trol over Eastern Europe or
significantly increases the costs of maintaining such control.

(i11) Communist China

17. Soviet trade with China grew rapidly in the 1950's and had
featured a large Soviet surplus each year through 1955 as the result of
Soviet aid in building the Chinese economy. Trade continued to increase
after 1955, reaching a peak in 1959 of more than $2 billion, but the USSR
had a deficit each year as China started paying off its huge aid bill
(estimated at roughly #$1.8 billion). Repayments were completed:in 1965,
The Sino-Soviet split in 1940 brought g p§ecipitous decline in trade
throughout the 1960's, climaxed in 1969 when trade turnover was reduced to
abogt $60 millign. Neither the USSR nor China, however, has indicated a
desire to terminate trade entirely, despite the intensity of the
ideological conflict,

18. The principal Soviet exports to China have been machinery and
metals and Soviet imports have been primarily manufactured consumer goods.
The value of such imports and exports had declined steadily since 1959.

Soviet Trade with Comnunist China

clected Years

Million US §

1938 1959 1960 1963 1965 1966 1967 1968 1969 1/

Exports ' 634 955 817 187 192 175 50 59 W.a.
Imports 881 1,100 848 413 226 143 57 37 w4
Turnover 1,515 2,055 1,665 600 417 318 107 96 60

1. Estimated,

10



(iv) Other Communist Countries

Soviet Trade with Other
Communist Countries

Million US $

Céuntry
Yugoslavia
Cuba
North Vietnam
North Korea
Mongolia

Albanis

1960
108
178

48
11k
139

68

1963
183
564

92

170

166

1966
kot
766

ok
178

220

1967 1968
513 506
936 902
169 177
218 293
ako el

0 o]

19. Trade with Yugoslavia has increased steadily in the 1960's,

seemingly unaffected by political and ideclogical differences és was the

case in the previous decade.

The slight decline in 1968 probably was a

function of supplv and demand rather than political differences, but the

latter may be a factor in the current development of Soviet-Yugoslav trade.

Cuba has continued as the leading Soviet trade partner in this group of

countries. This trade is sustained to a significant degree by Soviet

economic assistance. The 1968 total of $902 million was a decline from the

all-time high of $936 million in 1967 and reflected a decrease in Soviet

imports of sugar of about $100 million.

Increased Soviet sid apparently

offset this decline to a large degree. Soviet trade with Cuba may have

declined further in 1969.

20. Soviet trade with North Vietnam increased stéadily‘in the early

1960's but as the conflict in Vietnam expanded, Soviet trade and aid

11



became the major prop to the North Vietnam economy and war efforts. The
sharp increases in trade in 1967-68 raflect Soviet exports -- largely aid
goods -- while imports from North Vietnam have declined. In 1968 Soviet
exports totaled $159 million and imports $18 million. Trade with North
Korea has increased substantially in recent years. These increases, after
a number of years of stagnation, reflect a slight thaw in political
relations as Horth Korean relations with Communist China have worsened.
Soviet exports, in part reflecting economic ald, increased $62 million
in 1968 to a level of $172 million. Soviet trade with Mongolia to
a considerable extent has been generated by an extensive Sovief aid program,
with exports typically exceeding imports two to three times. Soviet
exports approached the $200 million mark in 1968.
(v) Free World

Hard Currency Trade

2l. Well over half of the US&R's trade with the Frée World and more
ﬁhan 80 percent of its trade with the industrial West is conducted in hard
currencies. The USSR attaches speciél‘importance to this trade because of
its need for Western equipment and technology and other materials which are
in short supply in.the USSK. Until recently the failure of the USSR to
generate sufficient hard currency earningsfthrough exports led to
disequilibrium in Soviet hard currency trade, characterized by substantial

annual deficits and sizable sales of gold to finance these deficits.
i
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22. The Soviet gold reserve had been husbanded carefully during
Stalin's time, but Khrushchev did not believe in “"sitting on sacks of gold"
and used it freely to help finance growing imports of Western equipment
aﬁd technology. Gold sales averaged well over $200 million during this
period 1959-62, and increased to more than $500 million annually during
1963-65 to help pay for about $1.7 billion in wheat imported from hard
currency countries during 1963-66. Annual gold production -- about $160
million in 1963 and increasing to roughly $200 million in 1968% -- was
considerably less than sales and the Sovist gold reserve was consequently
reduced.

23. The deficits*¥* were considerably ss than might have been
expected, however, averaging about $335 million annually during 1963-66
despite wheat imports of about $400 million annually (see tabulation
below). This result was realized by reducing imports of industrial goods,
ihcluding machinery and equipment from Western Europe and Japan, and
expanding exports after 1964, particularly oil, cotton, logs, and food.

In addition, short-term credit facilities were employed more extensively
to finance the deficit, especially in 1966 when the‘USSR sold little, if
any, gold. In 1967 the USSR achieved a hard gurrency surplus for the first
time in about a decade, resulting from both expansion of exports and a

reduction of imports of wheat rather than industrial goods. The return to

*  Based on Bureau of Mines estimates.

##  Merchandise trade is one -- albeit the largest -- element in the current
account of a country's balance of payments. In most cases the Soviet hard
currency payments deficit has been larger than the trade deficit, as was the
surplus in 1947. Other current account elements include freight, insurance,
interest, tourism, and others.

13




particularly machinery and squipment from Western Eurcpe, but the delficit
was small relative to those incurred in earlier years. A deficit of similar
prbportions probably was incurredlin‘l969; exports apparently kept pace

with imports which festured increaséd quantities of steel and machinery and

reduced amounts of wheat and rubber;

Soviet Hard Currency Trade, Imports of Wheat,
and Sales of Gold
1960-1969

Million US $

Year Exports Imports Balance Imports of Wheat 1/ Sales of Gold 2/

1960 745 1,015 -270 N. 4. T 200
1961 865 1,060 -195 31 300
1962 915 1,180 -265 N.A. - 215
1963 960 1,280 -320 187 550
1964 1,010. 1,545 -535 570 450
1965 1,325 1,545 -220 409 550
1966 1,480 1,745 -265 495 N.A.
1967 1,690 1,600 +90 147 15
1968 1,895 1,990 -95 110 12
1969 3/ 2,100 2,200 - -100 30 N.A,

1. Including wheat flour; excluding transportation costs,
2.  Based on value of $35 per troy ounce,
3. Preliminary estimates.

24.  The Soviet response in 1964-66 to what is considered a threat to
its financial position seems sensible. The major cost of the retrenchment
was in the imports of Western capital goods foregone and, as a consequence,
perhaps some slowdown in the growth of domestic cutput, .It seems fairly

evident that Soviet gold stocks were rapidly dwindling; otherwise it would

14




ge difficult to explain why the USSR felt it necessary to curb imports of
high priority goods and to pay high interest cherges for the use of Western
funds to help finance its deficits.
(vi) Industrial West

25.  Soviet trade with the industrial West in the period 1960-68 grew
at a rate of 9.3 percent and in 1969 increased aﬁ estimated 12 percent,
Trade in 1969 is estimated at $4.7 billion as compared to $4.2 billion in
1968. This trade with the West is conducted largely with Western European
countries, which have accounted for the major share of this trade through-~
out this period. They now account for more than three-fourths Qf Soviet
trade with the West. This pattern had been altered somewhat during the
period 1964~§6, when the USSR imported large quantities of wheat from

Canada, the United States, and Australia, but by 1967 it was restored when

- vheat imports declined sharply.

26, Soviet trade with the industrial West is typically an exchange
of Soviet fuels, r;w materials, and semimanufactures for Western machinery
and other manufaétures. (See Tables 6 and 7 in Appendix) Soviet exports
have continued to feature oil, coal,\wood,icotton,.metals and food despite
Soviet efforts to diversify the rénge of products and increase the sale of
manufactured goods. Thus the most notablejéuccesses in expanding exports
in recent years have still been emong the old Soviet standbys -- oil, sawn
logs, vegetable oils, cotton, diamonds,and other goods of the raw or

15




semiprocessed variéty. 0il alone represents nearly one-fourth o all

Soviet exports to the West, totaling more than $500 million in 1968, Wood
and wood products -- chiefly lumber and logs -~ account for about one~sixth
.of'fotal, providing the USSR wiﬁh almost $340 million in export earnings

in the West.

27. Machinery and equipment have made up a large part of Soviet imports
from the West, typically accounting fo% rougﬁly one-third to two-fifths
the total., The substantial imports of wheat in 1964-66 brought a decline
in imports of machinery —- from an average of about $600 million in 1962-64
to about $500 million in 1945. Machinery again aséumed greater importance
when wheat imports declined in 1967.  In 1968 Soviet imports of .machinery
and equipment reached an all-time high of almost $900 million. Imports of
metals from theAWest also declined during the period of large wheat
imports; they may have regained their former importance in 1969 when the
USSR imported substantial quantities of Western steel.* Wheat imports
from the West, which had risen from nothing in 1962 to almost one-fourth
of total ‘Soviet imports from the West in 1966, declined to less thag 6
percent of these imports in 1968 and to one or tﬁo—percent in 1969,

28, Meanwhile, a new element in Soviet imports from the West has

appeared in the form of manufactured consumer goods,mostly clothing and

* Imports of metals fell from about $300 million in 1962 to less than
$100 million in 1964; they were valued at $157 million in 1968, .

]
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footwear. As a result, the pattern of imports from the West now strongly
resembles that of”Soviet imports from Fastern Europe. The increased
attention to consumer welfare in the USSR, reflected in the expanded imports
of caonsumer goods.in the last year or two, is also shown in the increased
imports from the West of consumer-oriented plants and machinery such as
textile~ and shoe;manufacturing equipment. This pattern may continue

- because the USSR is continuing to place orders in the West for substantial
quantities of clothing and foofwear.

tVii) Less D;veloped Countries

29.  Soviet trade with the less developed countries rose siightly in
1968 and 1969 to between $1.8 and $1.9 billion, following a dec}iné in
1967. This trade has remained at about the same level since 1965, and this
failure to grow in recent years is attributable in part to the reduced
level of Soviet economic aid deliveries.

30. The commodity composition of Soviet trade with the less developed
countries has not undergone any fundamental changes in the last few years,
(See Tables 8 and 9 in Appendix) The dominant element of developmental aid
is reflected in exports of machinery and equipment which account for
roughly one-half of all Soviet exports to the,areé, and about three-fifths
of that category is composed of complete plgnts. Exports of food, normally
an unimportapt element in Soviet exports to these countries, rose sharply in
1967, jflargely as a result of large wheat sales to the United Arab Republic,

but fell off somewhat in 1968.

17



31, Textile fibers -- especially cotton -~ natural rubber, and food
meke up the bulk of Soviet imports from the less developed countries.
Imports of cotton, however, have been declining since 1965, particularly
from the United Arab Republic, Natural rubber imports fell in 1967 and
1968. Food imports also fell in 1967 but increased again in 1968,
reflecting larger Soviet imports of various food products, particularly
cocoa from Nigeria. The year 1968 also marked the import of $9 million in
natural gas from Afghanistan -- the first major Soviet purchase of energy

resources from g less developed country.

18
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