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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

July 8, 1982 

MEMORANDUM FOR CHARLES E. WILSON 

FROM: 

Chief, Public Affairs 
Central Intelligence Ag·ency 

, . ( 
ROBERT B. c~fiis ~ 

SUBJECT:. Census · Bureau Press Conference on Soviet Trade 
Attached is a memorandum from Mary Nimmo, Director 
of Puolic Affairs, Commerce Department, indicating 
plans for .'a pres·s conference on a forthcoming Census 
Bureau report on Soviet foreign trade, plus a backup 
memo that provides additional details. 

The pres·s conference has been delayed u~til Monday, 
12 July 1982, at NSC/White House request. The basic 
draft press release has been reviewed by Dr. Richard 
Pipes of the NSC staff who finds the analysis--if 
correct--interesting and significant. 
We would appreciate· CIA comment on the study by 
COB ·Friday, Juiy 9, 1982, if feasible. 

cc: Richard P ipe.s,. NSC 
Roger Robinson, NSC 

.Mike Baroody,. White House/,-~ 
Mort Allin,. White House 

DECLASSIFIED 

NLRR fplp-1 (H 11 :t q'-''57 
• 

~y 'Q)k NARA DATE.2',:z/.rl 
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NATIONAL SECURITY COUNCIL 

4 ·rwi ~ ~.;,.s - - tJ u.twecl, 

,·~,;.,7' ~ ..s,,i.ll·~~- If- c;, 
C,c.U\<A..lA, ~,~~,tr,... UJUJ~ 

{) u.ru:tu ~ 1tu., /C, ~ u1 , ~1,""' . 

~ 1fµ) Cl 'I!-~~ ;i,. <Ad, ': 

I 

1 12.. P ,K 
I 
·1 

I July 7, 1982 
' 

TO: BOB SIMS 

I find this· analysis ~- if corre.ct -­
interesting and significant. It is 
curious, however, to have the Census 
Bureau release this kind of information . 
Has the CIA checked it out? 

RPipes 

DECLASSIFIED 

NLRR Eo<e- 11\\/1 t 'tt,,51 

BY \£.X,L ~RA DATE.s.J::z./ ,3 
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NATIONAL SECURITY COUNCIL 

July 6, 1982 

TO: BOB SIMS 

FROM: ROGER ROBINSON 

We had better go over how 
to 

to 
this press conference is 
be structured in order 
avoid the Census Bureau 
speculating on our 
sanctions policy and where 
we go with the EC from 
here. 

Thanks . 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

July· 6:, 19'82 

MEMORAND°ir/~ RICHARD PIPES, . lioRMAN BAILEY ~ ROBIN~ 

FROM BOB S 

SUBJECT: Bureau press conterence .on Soviet trade 

Attached memo · self-explanatory. It is provided for 
your informatio, and for any reconnnendations you may 
wish me to make o Commerce or the White House 
Public Affairs o fice. 

Attachment 
As stated 



July 6, 1982 

MEMORANDUM FOR Michael Baroody 

UNITED STATES DEPARTMENT OF COMMERCE Q 
Office af Public Affairs / 
Washington, D.C. 20230 

White House Director of Public Affairs 

~ FROM Mary Nimmo 
Director of Public Affairs 

SUBJECT Census Bureau press conference on Soviet trade 

Bruce Chapman, Director of the Census Bureau, plans to hold a press 
conference this Thursday, July 8, on a forthcoming Census Bureau report 
on Soviet foreign trade. 

A preliminary draft of the press release is attached. While the report 
itself may be a Census Bureau product, any analysis or extrapolation relative 
to policy (which I think will be nearly impossible to avoid in a press 
conference situati-on) clearly would involve people outside the Census 
Bureau. 

Please take a look at the attached draft and let me know ASAP 
1) who should sign-off on planned press conference and final release; 

2) who, if anyone, should be briefed on the report prior to the press 
conference. 

At the moment, the attached draft is all the information I have. I 
will be in touch with the Bureau this morning, however, and will let 
you know if a get additional information which would appear to influence 
decisions. 

Thanks. 

CC: ~~ Sime 
NationaL Security Council 



June 21, 1982 

EARLIER PERCEPnONS · OF SOVIET DEPENDENCE ON FOREIGN TRADE CHALLENGED 

Lack of reliable economic information on the u.s.s.R. often troubles 
•' 

U.S. policy decisions. A case in point · is the current discuss.ion regarding 

the effectiveness of economic sanctions .against the u .. s.s.a. as a penalty 

for Soviet involvement in Poland or as a -deterrent for the future. Tlie 

-effectiveness of. economic sanctions against a nation depends, of course, on 

the dependence of this nation on foreign tra9e and the degree of "opennness" 

to international market forces. A forthcoming report by the U.S. Bureau of 

the Census provides significant new infot1J1&tion on the imp~rtanc;:e of foreign 

trade in the Soviet economy. 

For a long time Western specialists maintaine_d that the Soviet economy 

is almost completely self-sufficient and that foreign ·trade plays only a ... 
marginal role. This position has been · modified somewhat in the last ten 

years., particularly in the light of recu~rent . large Soviet purchases of 

grain and machi.nery, • but . most • specialists have continued to believe that 

Soviet reliance on imports is minimal. 

The key measurement in this regard is the - ratio of exports and imports 

tp nat.i.onal income •. Since· Soviet statistics do not offer these data, Wester~ . 

.specialists have had to .es.timat·e them and until recently · the consensus was 

that exports and 1mpor.ts each ·compr.Lse about 3 to 5 percent of nac:l.ona1 

income as the Soviets define it. 

A major study of . Soviet foreign trade just completed by the Census 

Bureau's Foreign Demographic Analysis Division has concluded that .this gener­

ally held evaluation of Soviet dependence on foreign trade is in error and 

• I 



... .. ~ 

by .a very wide margin. ·The source ot" the error often ·lies in the fact · that 

the prices at which imports are sold in · the U.S. s •. R. and which S0'17.iet ex­

porters receive for their products are very different from the external 

·" 
. prices in which the Soviets publish the data. And.. clearly, the ·· role of ·· 

foreign trade in an economy can be properly assessed only in internal prices-. 

These conclusions, which present the entire issue of Soviet depend·ence 

on foreign trade and potential wlnerability in a completely different light, 

are as follows: 

The ·ratio of Soviet ·exports to national income is higher than had been 

believed earlier.. In the 1970's, · exports (excluding gold) averaged 

about 6.5 percent of national .income and rose to 7 ·percent by 1980. 

The ratio of Soviet imports to national income is several times higher 

than .had been rec~ptzed heretofore. It rose from about · 9 percent in 

_1970 to about 20 percent by 1980. 

- Imported machinery comprises from 15 to 20 percent of all newly install­

ed equipment in the. U.S.S.R. 

- Imported consumer goods and agricultural products account for about 15 

J>ercent of all°· c;onsu'!ption. 

It should be stresse4 that these ratios. particularly. the import ratio. 

are unu~ually high for ·a country of the size of the u.s.s~a. · and suggest a 
. , 

•omewhat unexpectedly high dependence on foreign trade. 

A iarge share of Soviet foreign trade is wi'th the soc:l.alist bloc and 
. . 

therefore is under fa~rly firm control from Moscow. But even in this in-

stance. the general perception of the distribut·ion of Soviet trade should 

. f( 
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3 

be . corrected. It is true that in the early 1970 's. only slightly mor.e than 
~ . 

one third of- Soviet ·imports came from outside the socialist bloc but due 

to a number of · factors the share of Soviet imports from non-socialis·t coun- . .. . 

tries has risen to ·about 50 percent of total imports in 1981. Machinery 

and foodstuffs domina~e Soviet imp.orts, and· in this -respect the -a.hare of 

imports from non-socialist countries is also significant-at least one-third 

of the machinery and _about '60 percent · of the foods·tuffs imported. 

It is quite clear that the old notion of self-sufficiency in the .Soviet J 
economy should· be discarded in the light of these findi-ngs • 

. ... 

. ' 



MEMORANDUM 

NATIONAL .SECURITY COUNCIL 

July 6·, 19"82 

4712 

MEMORANDUM FOR RICHARD P·IPES, NORMAN BAILEY AND ROGER ROBINSON .,.,v 
FROM BOB SIMS 

SUBJECT: Census Bureau press conference on Soviet trade 

Attached memo is self-explanatory. It is provided for 
your information, and for any recommendations you may 
wish me to make to Commerce or the White House 
Public Affairs office. 

Attachment 
As stated 

- ----·•·· - --- --- ----- -----· ·-. - ·-· -··· 



July 6, 1982 

MEMORANDUM FOR Michael Baroody 

UNITED STATES DEPARTMENT OF COMMERCE f 4 
Office of Public Affairs 
Washington, 0.C. 20230 

White House Director of Public Affairs 

~ FROM Mary Nimmo 
Director of Public Affairs 

SUBJECT Census Bureau press conference on Soviet trade 

Bruce Chapman, Director of the Census Bureau, plans to hold a press 
conference this Thursday, July 8, on a forthcoming Census Bureau report 
on Soviet foreign trade. 

A preliminary draft of the press release is attached . While the report 
itself may be a. Census Bureau product, any analysis or extrapolation relative 
to policy (which I think will be nearly impossible to avoid in a press 
conference situation) clearly would involve people outside the Census 
Bureau. 

Please take a look at the attached draft and let me know ASAP 
1) who should sign-off on planned press conference and final release; 

2) who, if anyone, should be briefed on the report prior to the press 
conference. 

At the moment, the attached draft is all the information I have. I 
will be in touch with the Bureau this morning, however, and will let 
you know if a get additional information which would appear to influence 
decisions. 

Thanks. 

·cc : ~b s1ms 
NationaL Security Council 
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June 21, 1982 

EARLIER PERCEPTIONS · OF SOVIET DEPENDENCE ON FOREIGN TRADE CHALLENGED 

Lack of reliable economic information on the u.s.s.R. often troubles .. 
U.S. policy decisions ., A case in point · is the current discussion regarding 

the, effectivenes.s of economic: sanctions against the u.s.S.R. as a penalty 

for Soviet involvement· in Poland or as a deterrent for the future. The 

effectiveness of. economic sanctions against a nation depends, of course, on 

the dependence of this nation on foreign tra~e and the degree of "opennness" 

to international market forces. A forthcoming report by the U.S. Bureau of 

the Census provides significant new info~ation on the importan~e of foreign 

trade in the Soviet economy. 

For a long time Western specialists maintained that the Soviet economy 

is. almost completely self-sufficient and that foreign trade plays only a ... 
marginal role.. This. position has been · modi£ ied somewhat in the last ten 

years, particularly in the light of recu~rent • large Soviet purchases of 

grain and machinery, . but . most • specialists have continued to believe that 

Soviet reliance on imports is minimal. 

The key measurement in this regard is the ratio of exports and imports 

t~ national income • . Since Soviet statistics do not offer these data, Wester~ 

specialists have had to .estimate them and until recently · the consensus was 

that exports and imports each •comprise about 3 to 5 percent of national 

irtcome as the Soviets define it. 

A major study of . Soviet foreign trade just completed by the Census 

Bureau's Foreign Demographic Analysis Division has concluded that .this gener­

ally held evaluation of Soviet dependence on foreign trade is in error and 
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by a very wide margin. The source of the error often lies in the fact · that 

the prices at which imports are· sold in the u.s.s.R. and which So'ITiet ex­

porters receive for their products are very different from the external 

prices in which the. Soviets publish the data. And., clearly, the ·· role of ·· 

foreign. trade in an economy can be properly assessed only in internal prices. 

These conclusions,. which present the entire· issue of Soviet dependen:ce 

on foreign trade and potential vulnerability in a completely different light, 

are as follows: 

The ·ratio of' Soviet exports to national income is higher than had been 

believed earlier.. In the l970's, · exports (excluding gold) averaged 
. . 

about 6.5 percent of national income and rose to 7 percent by 1980. 

The ratio of Soviet imports to national incqme is several times higher 

than .had been recqFzed heretofore. It rose from about· 9 percent in 

_1970 to about 20 percent by 1980. 

- Imported machinery comprises. from 15 to 20 percent of all newly install­

ed equipment in the U.S.S.R. 
. . . 

Imported consumer goods and agricultural products account for about 15 

percent of a11· consumption. 

It should be stressed that these ratios, particularly. the import ratio, 

··are unusually high for · a country of the size of the U.S.S.R. and suggest a 

somewhat unexpectedly high dependence on f 'oreign trade. 
00 (MIM V. VI \1 T" 

A large share of Soviet foreign trade is wi•th the soclaii@L bloc and 

therefore is under fa~rly firm control from Moscow. But even in this in­

stance, the general perception· of the distribution of Soviet trade should 

. ,~ 
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be. corrected. It- is true that in the early 1970 's. only slightly more than 
. C4 IMtMIJMA 'i\,. • . 

one third of Soviet ·1mports came from outside the s.o8ilsai:f:9t bloc but due 
. . c-QM\Mi.MA ·lr 

to a number of factors the share of Soviet imports from non-see!l.aliot coun- _ 
·' . 

tries has risen to ·about 50 percent of total imports in 1981. Machinery 

and foodstuffs dominate Soviet imp.orts, and· in this respect the share of 

imports from non-socialist countries is also significant-at le~t on~-third 

of the machinery and ~bout ·60 percent · of the foodstuffs imported. 

It is quite clear that the old notion of self-sufficiency in the Soviet 

economy should· be discarded in the light of these findings. 

•·. 

/1 
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June 21, 1982 

EARLIER PERCEPTIONS · OF SOVIET DEPENDENCE ON FOREIGN TRADE CHALLENGED 

Lack of reliable economic information on the u.s.s.R. often t •roubles 

U.S. policy decisions. A case- in point · is the current discussion regarding 

the effectiveness of economic sanctions against the U .s.S.R. as a penalty 

for Soviet involvement in Poland or as a deterrent for the future. The 

effectiveness of_ economic sanctions against a nation depends, of course, on 

the dependence of this nation on foreign tra~e and the degree of "opennness" 

to international market forces. A forthcoming report by the U .s. Bureau of 

the Census provides significant new• information on the importan~e of foreign 

trade in the Soviet economy. 

For a long time Western specialists maintained that the Soviet economy 

is almost completely self-sufficient and that foreign trade plays only a ... 

marginal role. This position has been · modified somewhat in the last ten 

years , particularly in the light of recu_rrent . large ... Soviet purchases of 

grain and machinery, . but most . specialists have continued to believe that 

Soviet reli ance on imports is minimal. 

The key measurement in this regard is the - ratio of exports and imports 

t9 national income. . Since Soviet statistics do not of fer these data, Western. 

specialists have had to .estimate them and until recently the consensus was 

that exports and imports each -compl:"ise about 3 tQ 5 percent of national 

income as the Soviets define it. 

A major study of . Soviet . foreign trade just completed by the Census 

Bureau's Foreign Demographic Analysis Division has concluded that .this gener­

ally held evaluation of Soviet dependence on foreign trade is in error and 

ii 
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by a very wide margin. ·The source of the error often lies in the fact that 

the prices at which imports are sold in the u.s.s.R. and which Soviet ex­

porters receive for their products are very different from the external 

prices- in which the Soviets publish the data. And, clearly, the ·· role of 

foreign t rade in an economy can be properly assessed only in internal prices. 

These conclusions, which present the entire issue of Soviet dependence 

on foreign trade and potential vulnerability in a completely different light, 

are as follows: 

The -ratio of Soviet ·exports to national income is higher than had been 

believed earlier.. In the 1970' s, exports (excluding gold) averaged 

about 6.5 percent of national income and rose to 7 percent by 1980. 

The ratio of Soviet imports to national income is several times higher 

than .had been rec~~ized heretofore. It rose from about 9 percent in 
. . 

_1970 to about 20 percent by 1980. 

Imported machinery comprises from 15 to 20 percent of all newly install­

ed equipment in the U.S.S.R. 

Imported consumer goods and agricultural products account for about 15 

percent of all consumption. 

It should be stressed that these ratios, particularly. the import ratio, 

are unusually high for · a country of the size of the u.s.s.R. and suggest a 

somewhat unexpectedly high dependence on t ·oreign trade. 
lo (AAIM I.A VI \ r 

A large share of Soviet foreign trade is wi'th the aocl:aii@l bloc and 
. . 

therefore is under fairly firm control from Moscow. But even in this in-

stance, the general perception of the distribution of Soviet trade should 

. ,, 
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be . corrected. It is true that in the early 1970' s. only slightly more than 
ca !MM IJM.A '<'I,. j • 

one third of- Soviet "imports came from outside the aoaia:1:±at bloc but due 
. ~MIM!MA -IW' 

to a number of factors the share of Soviet imports from non-seeiaU:at coun- . 
!,> • 

tries has risen to ·about 50 percent of total imports in 1981. Machinery 

and foodstuffs domina~e Soviet imp.orts, and· in this respect. the share of 

imports from non-socialist countries is also significant-at least one-third 

of the machinery and ~bout ·60 percent · of the foodstuffs imported. 

It is quite clear that the old notion of self-sufficiency in the Soviet 

economy should· be discarded in the 11·ght of these findings. 

• 
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THE WHITE HOUSE 
WASHINGTON· 

TO: Bob Symms 

FROM: MIKE. BAROODY 
Director of Public Affairs 

•' ·., .. _. .. 

Bob, as we discussed, Census is anxious 
to release this. I wil-1 not tell them 
that they can until you tell me that 
NSC has. signed off (and State}. 

I'll talk to you this afternoon • 

-~~---·- --·· ··- --- -----

- ;. 

~ ·-~ . 

# •. 

. ~ ~.- · .. . . 



July 6, 1982 

MEMORANDUM FOR Michael Baroody 

UNITED STATES DEPARTMENT OF COMMERCE 
Office of Public Affairs 
Washington, D.C. 20230 

White House Director of Public Affairs 

~ FROM Mary Nimmo 
Director of Public Affairs 

SUBJECT Census Bureau press conference on Soviet trade 

Bruce Chapman, Director of the Census Bureau, plans to hold a press 
conference this Thursday, July 8, on a forthcoming Census Bureau report 
on Soviet foreign trade. 

A preliminary draft of the press release is attached. While the report 
itself may be a Census Bureau product, any analysis or extrapolation relative 
to policy (which I think will be nearly impossible to avoid in a press 
conference situation) clearly would involve people outside the Census 
Bureau. 

Please take a look at the attached draft and let me know ASAP 
1) who should sign-off on planned press conference and final release; 

2) who, if anyone, should be briefed on the report prior to the press 
conference. 

At the moment, the attached draft is all the information I have. I 
will be in touch with the Bureau this morning, however, and will let 
you know if a get additional information which would appear to influence 
decisions. 

Thanks. 

CC: ~b Sims 
NationaL Security Council 
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UNITED STATES DEPARTMENT OF COMMERCE 
Bureau of the Census 

~uly 62 1982 

MEMO TO: Mary Nimmo 

From: Steve Tupper .:::( 
Special Assistant 

to the Director 

Washington, D.C. 20233 

. OFFICE OF THE DIRECTOR 

Subject: News .Conference on Soviet Foreign Trade 

-~ 

Attached is a copy of the key 20 pages of the ful-1 200-page report. 
I am just starting to read -it myself, but assume that it will give 
you a better feel of what will be said at Thursday's conference. 

In regards to your interest in a question-and-answer document, we do 
not plan to be developing one at this time. The conference will con­
•Sist of Mr. Chapman making brief remarks and then introducing the 
report's two authors, Treml and Kostinsky, who will then carry the 

. major burden of presenting the report and responding to questions. 

Attachment 

cc: JGorman 
BChapman 

. . 

- •4 
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Excerpts Fran 

'IliE lXHS!IC VALUE OF SOVIET FOREIGN TRADE: 
EXPORTS AND IMPORTS IN 1HE 

1972 INPUr-OUI'PUI' TABLE 

by 

Vladimir G.. Treml 

arx1 

Ban:y L. Kostinsky 

Foreign Demographic Analysis Division 
u. S. Bureau of the Census 

(forthcoming, 19?2) 

July 8, 1982 
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IV. 1HE AGGREGATE VALUE OF EXPCRTS AND IMPORTS IN IXMESTIC PRICES 

An understanding of the role played by foreign trade in the e;onomy of . . 

a country and of the relationship between export-import flows and national 

income _accounts is one of the mo~~ -_interesting and important elements of 

economic analysis. The foreign trade participation ratio, that .is, the 
. 

ratio of the foreign trade turnover (exports plus imports) to national income ·, 

is a direct _ reflection of a nation's dependence on foreig~ trade. Major fhanges 

and structural shifts in exports or imports produce changes in national income 

and other national' aggregates, · and analysis of changes - in these · aggregates can 
r 

never be complete without an evaluation of the foreign trade component in t ·hern • 
. . ' 

Unfortunately, these aspects of the analysis of Soviet foreign trade have been 

somewhat neglected by.Western scholars, primarily because of uncertainties 

surrounding the measurement of foreign trade in domestic values. Such 

measurement is the focus of this chapter. 

As explained in chapter Ill, practically all the data on the value of 

foreign trade usually reported in Soviet sources· are expressed in fqreign 

trade rubles. Rarely do Soviet authors give any figure based on domestic 

values, and . when they do it is in ·the -form of some derivative · such as 

percentage of national income. ·one remarkable exception to this practice is 

found in a recently published book on Soviet gross social product and financial 

balances. The author, Sh. B. Sverdlik, .analyzes various financial flows in 

the economy in ·simplified input-·output format and offers, among other 

interesting and generally unavailable statistics, a tabulation of exports and 

- ----~-------
~-., .. -,:~~;-fiw~*t't::~.i4C£· '·~,-~-~,--~:+-~w:; .;_~;~-. -~ < :;:.:-~~:~:::~J::::1~-~~,~::~~-~-:~-~:-'·'.·· ,_: .. _.;.,~ ;:..~_/..;_.:~~-~-;. ·, . ·-• - ....... . • • ~ •• # • 
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. 1 
imports in domestic prices for the period· 1959-75. This unique set · of 

statistics is presented in appendix D of this report. 

The export and import values given in this tabulation differ from the 

.estimates made in this chapter (see table 1) but not by a particul.arly 

significant margin; the largest discrepancies occur in some of the export 
• .l• 

values for later years. The differences cannot be resolved at present 

because of a number of uncertainties regarding Sverdlik's data. He may· have 

had ~ccess to some unpublished official statistics, but he seems to have 

relied mainly on a variety of estimating procedures to arrive at hi s f i nal 

values. His documentation and methodological explanations for the entire 

book are rather sketchy and ambiguous, and this applies particularly to the 

-foreign trade component of his model. He explains his foreign trade values 

in domestic pri·ces in a few br~ef paragraphs as being based on 1959 input-

. output conversio~ coefficients and ~xtrapolated from there, with adjustments 

for values from the 1966 and 1972 input-output tables. The.re aiso are some 

" .apparent ·aberrations in the series .that cannot be .e~plained. the . . author 

himself stresses the methodological nature of his work .and warns tha t his 

calcuiations "cannot . pretend to a high degree ef accuracy . " 2 

-
Despite the ~eservations about ~he precision of Sverdlik's d~ta, and 

despite the differe.nces between ·individual values in his series and oursi 

his data do in general provide strong support for 6ur contention that the 

role of foreign trade in the Soviet economy is much greater than ap~ears from 

1 . 
Sverdlik, Obsh.chfsLvcnnyy, 1981, PP• 63-64, 179, and 182-183. The author 

is relatively unknown, but the book was published under the auspices of the 
prestigious Institute on the Economics and Organization °of Industrial . 
Production of the Siberian Division of the Academy of Sciences of the U.S.S.R., 
and the "responsible editor" (c.lvElstvEr.nyy rul.a.k:.e,r) is K. K. Val 'tukh, a 
prominent Soviet econometrician and input-output specialist. 

2
Jbid.~ p. 4. 
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the statistics reported in . foreign trade prices and that this rcile bas been 

increasing substantially. For example, the participation ratio derived from 

our estimates rose from 12 percent in 1960 to 21 percent in 1975, whi_le 
I • 

Sverdlik's data imply ratios of 11 and .25 percent, respectively. This 

contrasts with ratios of 7 to 14 percent calculated from data in foreign 

trade prices. 

However, the Sverdlik mode; _~s, . as already noted, a rare case of Soviet 

use of properly measured foreign trade values in -analysis of the domestic 

economy. ln most cases, Soviet authors use expbrt and import statistics . 

in !~reign trade pric~s in corn~ination with national income or other m~asures 

value~ in domestic prices. 1 Nor are Western ana1ysts immune to this type of 

mixed-data operation. Failure to take into accouni the diff~r~nces b~t~een 

the value . of exports and imports in foreign trade ·prices and national income 

data in domestic prices _invariably leads to serious understatement of the 
. 2 

true role that foreiin trade has played iri Soviet economic development. 

1 See, for example, the recent Cosplan analysis of the regional effects 
of foreign trade descr.i.bed in chapter 11 (Nekrasov, Ra.zvitiV£, 1981, p. 16). 
Other examples can be found in Sorokin, "Leninist," 1975, and Senin, 
S~tsia.iis&ichiska.ya, 1969. 

I 
2As an example, the World Bank has use~ this type of mixed-data calculation 

to compute the Soviet foreign trade participation ratio for a number of 
years (see ·world . Bank, W~rld 1 1970, pp. 414-415). 

__. zt_ - SIL&< · SCA .·.;... :. .. . . 

.... -:; 
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Not only are such mixed-data calculations misleading, they often yield 

results that are patently absurd. This is especially true when there are 

significant changes in the official exchange rates, as is illustrated in 

the following example comparing data for 1960 and_ 1961 (in millions of 

1 
current rubles): 

Sum of exports and imports in foreign 

.,,:; 

1960 1961 

trade prices ••••••••••••••••••••• ,.... . 4,477 

National income in domestic prices •••• 145,000 

Trade participation ratio, percent~••• 3.1 

10,643 

152,900 

,.-o 
Clearly, the Soviet foreign trade participation ratio did not double in one 

year, and the reason for the apparent · sharp increase lies in the change -in 

the official exchange rate from 4 rubles per dollar )n 1960 to 0.9 in · 

1961. 2 With the _foreign trade data in domestic prices presented below (see 

1Nar. khGz~ 63, pp~ 501 and 548, and TsSU, SSS?., 1961, p. 101. 
2 • 
lt must be added that simultaneously with changing the official foreign 

exchange rate from 4 rubles to 0.9 rubles per dollar, Soviet authorities 
reduced all domestic monetary values by a factor of 10, in effect producing 
a 10-fold drop in prices, incomes, debts, etc~ Thus the calculations shown 
above for 1960 C!n be presented as follows: · 

Sum ·of exports and imports ·in dollars.••• $11,193 million 
Same converted to foreign -trade rubles 
of 1960 ($11,193 x 4) •••• ~•••••••••·•••• 44,770 million rubles 

Same converted _ to foreign trade rubles 
of 1961 ($!1,193 x 0.9) •••• :............ 10,073 million rubles 

(the ruble value·s are · giv·en in TsSU, SSSR, 1961, p. 101).-
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1 l~~l, a much mort plausiblE: change. 

·~ ~:-riting on Soviet foreign tradt art avart cf the 
I 

:L · and foreign trade rubles a."ld of tht: dist.ort.ivt 

··. • ~:-value.ti on of thE: rublE: t.hrougb usE: o( cff! cial 

E.:xcha::.gt rat.ts. With ~, . : ~:;ct~t.icns, h0"1t:Vtr, they he.vt tt.nded, for e. ·. 

· , , . .. ::- -; , ~.-: n'f• :,-1:a.s ons, ~:· ,1 :·.':,,•;ta:t.E: seriously t.hE: magnitud~ cf t.xpeirts e.."ld 

impo_r t ~ mtoa~urt:d in d c,1 . -.. :. c price:.s, particularly in t.hE: latE: 1960's .. .. ~ ....... 
--~.v-•,- •,s· "1~'!'?0. .',c· - ,.,,i- ,-~ ✓... · · ·l ~ 0,1< ,., ... st ... rn authors surv' Ly . ... d.fc,r thi_c study .-•, .. v,1, ii,;• .,.l,::• 1' ·•~Ji(~,·\- . .. ~ . · _-, (,,.,,,_._ . ... . , , '. , . - ~ • -••;,_• lioi, , "': ffw W • ._, W 

. ·.e:ul· .t.ed from data prtstn.ttd btlo· .. ·, :In t.ht mid-
..._ 

.:; . -: ·.rc t)nt of nationf!:l incomt, and. :1 t ha.s 

' - :_.-: -

.i t : ,, .. · ., <:-. tc i t.s na t i om,..: 

·. ~~ 'i"ri~t Union's participation in vor~d tract 

.::r:~. is in fact._ t-wo to t.hrtE: .t.imf::s high~r than 

,·"1::. · ).,r,!::;c-:--'. .. tn-:ct .e, r.11: -: ..:--n~lusion ca."inot. be ovt:rt:rnphasiztd, 'rht lcng 

.:c , .... .. . 
: , ','" ' ..... . 

' ::, ; ,.1! ,: l.., .: .• ' ; •~., . 

. . : ... . .... ,.. . ~ ~ -•"" . 
••• ' loo .. • ~ ' • • •• •• ':: ··· :: . ~ 

.-.. :;)'l ~l·o.dE: :1s unusually small fc,:r .an inaustrie.~izE:.d 

. '.z. 5D-l59; Jacobs, "Global,~• 1978, p. 209; 
· · '' '.t.J," 1978, p. 8; Garvy, Mc.nE:y, 1977, p. 137; 

.· _'J . ) 0-100; Holzman, "Eas t-Wts t," 1973, p. 683; 
:-:iG9, p. 182. For txctptions tc t.his gtnt:ral 

1· : .. · • " ~pert.," 1979, pp. 347 and 369; Gardntr, 
·:~- .-0; end Wilts, Cc.Tm1Ur.ist. 1966, pp. l.36-L39 



(_ 

. r.· 
t..· 

31 

nation should be discarded. Fertig~ trade has clearly .played an increasingly 

significant role in the Soviet tccnomy, vith a groving dependence on imports 

in some branches (machinery, consumer goods, chtmica~s) and increasing 
j . 

. l 
importance of fort:ign markets for ethers. However, a ccmprt:htnsjvt: analysis 

of the rolt: cf foreign trade in tht: Soviet t:cono~y is beyond the .seep~ cf 

this study, and wt return to t.he discussion cf fcrtign trade stati.stJc~. 

The difficulty of interpreting the foreign trade statistics cf ~he 

.U.S.S.?.. and tht: general state cf confusion crt:att:d by the fact that thes~ 

· statistics may bt: given in tithtr foreign tradt: prices or dcmt:stic_ p!'!.ces 

ce.."1 be illustrated by th~ fcllol.Ting .data takt:n fror:: monog::-a:;ihs vrittt:n b:.r 

t~o prc~int:nt Soviet foreign trade specie.lists (the figures rtp:-t:stnt t.ht: 

ratio cf exports to national incomt: and pertain to 1970):2 

..... 
Bulgaria . .................... . 
H'U:lgary . ..•.•...•.....••.••••• 

Pola."'ld • •.••• ~ ... .. ..... . .. . • •••• 
Rur::a."'li a.· .. · · ............. · ...... . 
Czechoslovakia .••.•••••••••••. 
U.S.S.R ... ~ .................. . 

NA Not .avai labl t. • . 

Bcgcr.iolcv 

26 
38 
25 
22 
22 
24 

(!~) 

Shrneltv 

24 
29 
20 
i6 
18 
18 
7 

Be th of t.ht.se so~rct.s vtrt. publi sht:d in 1979; -t.ht dt.scri-p Lion cf . -tht data . . 

is t.h_t sa::it. in both; and in both the ratios ·art: said to he.vt been "ca2=ulated 

by tht. In~titutt: of the Economics of the Wcrld Socialist Systern of t~t 

U.S.S.R. Acadt::r.y cf Seit.nets." From this ev.ide.nct, cnt could ,1ustifia"'bly 

~xptct that the tvo sets of ratios should be idtntical or at lt.ast vt.ry clcsc. 

1Fcr a mort comprehensive discussion of th~ irr.portanct er fcrt:isn tradt 
tot.he Sov$t.t tconomy _set: Trtml, "rc.rt.ign,'' 1980, pp. 184-207. 

2 Bogomclov, Upra.vleniyE, 1979, p. 9, and Sh.~~ltv, Sctsia1izm., 1979, p. 38. 
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Yt:.t. not. only a.rt:. tht;y difft:.rt:.nt., t.h~ discrcpancit:.s art sc, largt. t.hat. thtrt 
/ 

must undoubtedly bt:. some fundamental difft:.rt:.nct:.s in mt:.Lhodclogy or be.sic 

data or both, dt:.spitt:. tht:. fact that. thty art dtscrib~d in idt.nLical Lt:.rms. ' . -.~ 
Prt:.swnably, if Bcgomolov had given a ratio for the U.S.S.R. it. also vould 

. havt:. diff t:.rt.d subs t.an L:i ally frcm Sh.'!lt1t.v 's •. 

Tht:. pot.t:.ntial import.anct:. of Shmt:.lt.v's data .is t:.nhanct:.d by th~ fact 

that ht:. also givt.s the Soviet t:.xport ratio f.or 1978, a 'figure that is n~t 

available in any ot.her Soviet source. Howt:.vu·, tht obvious inccn~:ist.!'!lcy 

bt:.tvtt:.n his data and Bogomolov's •in tht. above t:.xa:nplt:. casts dcubt ~nth~ 

· r~liability of h:is figures for tht:. U.S.S.R. as well~ -Flµ"thermcrt:., Sl}rn~lt:.v's 

ratic, of 1 pt:.rct:.nt for tht:. U.S~S.R. in 1970 is somevhat difft:.rt~t frcm that 

given by _anot.ht:.r Soviet author, Katusht:.Y, who stau.s .that. "in 19.70 t:.xport.s 

eo:r.pr:ist:.d 6.3 - 1 
pt.rct:.r.t cf -Soviet national income." Since t.ht:. 1970 ·t:.xport 

ratio in fort:.ign tradt:. prices is or~y 4 ·pt:.rct:.nt, :it &t:.t:.ms clt:.ar that both 

Sh.-:it:.lt:.v a."ld Katusht:.v must. be dt:.a:ing with .values in dor.1ts tic })rices an~ thus 

should have dt:.r:ivt:.d tht:. sa.-:it:. ratio. Wt:. havt no t:.xplanation for wny t.ht:.y 

did not.. Howt:.vt:.r, because of the import.anct:. of Kat.us~ev_'s _positi~n . (Stcrt:.t~: 

of t.ht:. rt:.ntral Co1:1mit.tt:.t:. of tht:. C"?SU and perman£nt U.S.S.R. rt:.prt.st:.nt.at.ivt:. 
• . 

in C:E:-1A), b£:cause of tht authority oft.he source. ·(Kc.77'UTWnis& is t.ht .official. 
I 

,1ournal of tht:. rps~), .and because Katusht:.v 's figure is mort:. jn l:Sne with 

· oLhtr data, Lh~-aut.hcrs of this rt:.pc~t. have dt:.cidt:.d .tc acct:.pt his _(unro'U."ldt~ ; 

rat.ic. j_n prtft:.rt:.nct t.c Shrntlt:.v's. 

· In this area, Soviet input-output statistics are invaluable in that they 

provide the only reliable source, aside from some sc~ttered references, that 

gives Lht value of txports a.~d imports in domestic prjc£:s tha~ is fully 

l Katushev, "Tht Wcrld," 1972, p. 2.2. 
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ccnsisLtnL viLh national incomt accounts ; The authors of this study havt 

madt ust of tht fcrt.isn tradt data in abs~lute valut Ltrms that vt:.rt 

rt.corded in tht 1959 input-output tablt,l and in a prt.vious study t~ty 
I 

e:.stimat.t.d er dtr:lved similar data for latt:.r ytars on the basis of ·1npuL-

. i 2 output staList cs. In fact, Limt strit.s on t.xports a.•·ici imports .. in currtnt 

dcmtstic pricts for a numbtr of ytars Vt.rt dtvtlopt.d in this te.rlitr study. 

In L~~ currtnL rt.pert this st:.rit.s is txtt.ndtd to latt.r yt:.ars and tht tarlitr 

t.stimat.t:.s art ad,1usttd on tht. basis cf some ntv t.vidtnct found in rt.ct.ntly 

published Sov:1 t. t. sources a."ld a f:I rrnt.r U."ld.trs tanding of tht. mi thodclcgkai · 

a."l~ classjficat,onal issut.s invclvtd . 

• Estimatts cf tht domestic va.lut of exports and impcrts fer a pt:.r:lod er · 
ytars e.rt su.-r..~ariztd :in table l, and tht:ir ·dtrivation is docu.~tnttd · a..~d · 

t.xplained in appt:.ndix B· •. ! t. ·must. bt. s trt.sst.d that tht accuracy cf tnt 

individual tstimatts var:lts ccnsidtrably. Fer bct.h exports and imports tht 

:figures for scmt:. yt..a.rs ca."l bE?, ccnsidt.rtd firr.: since they art dt.ri vtd r;! tht:­

from abscluu. va:.ues or · ratios gi·vtn in aut.hcritativt inpuL-cutput. scurcts, 
. . 

or :from pt.rct.ntagts rt.ported by prcmint.nt Sovitt. tconomists and gcvt.rr-~tnt 

offic:ials. Tht:... t.stiniatts for otht.r yt.e.rs art lt.ss rt.liable, as Lhty art 
-· 

bastd c.n intE:.rpolaticn of dcmtsLic-tc-fort.1.gn prict ccnvtrsion cot!"fic,ents 

and . cha.r.gts in dornt..st1 c a.11d foreign t_radt prices. Ho\ltvtr, since ~tl"iabl.t. . : 

data vtrt' found for apprcximai.tly e.vt.ry fourth er fifth ytaT -tht possible 

trrcrs ir. the. ~stSmat.ts fer t.ht inLtrvt.n:lng ytars art net liktly to bt. largt. 

Tht. values in ~ortign tradt priets in tablt. 1 art sho\lTl as dtfintd and 

pub:ishtd in standard Sov.it:.t sLaL1st1cal sources such as tht annual handbock 

l Aganbegyan and Granbt..T£, E",-:c.ne:r.-.ikc.-ma. tema t ich£s}dy, 1968, pp. 9L-95. 

2KostinsY.y and Trtml, Fc.reipn, 1976 . 

. . .-- -. ·~ ~ · .. 

-.~ 
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'table 1. VAI.Dt CF. SOVIET 70REIGN .DJ.DE: 1,ss TO 1978 

(111 •1111~ of iw,les) 

Export, lllpon1 . 
Value Value 

tear 1D 
CoDftrl1DD 

111 
for&irn 111 ooeff1ciant 1 

fordgu ln 
domestic (c•) domestic trade pricaa trade prices prices prices 

n l (2) (3) (4) c.s) 

195.5 •••.•••••••• 3,084 2,960 .96 2,755 (KA) 
1956 •••••••••••• 3,254 3,156 .97 3,251 (NA) 
19S7 •••••••••••• 3,943 3,785 .96 3,544 (NA) 
19SB •••••••••••• 3,869 3,869 1.00 3,915 (NA) 
.1,s9 ..•..••••••• 4,905 S,320 1.08 .4,566 9,150 

1960 .••••••••••• S,007 S,307 1.06 5,066 12,000 
1961 .••••••••••• ·s.,999 Si885 1.09 5,245 12,590 
1962 ...••••• • ·~ •• 6,!128 6,898 1.09 s,no .13,480 
1963 •••••••••••• 6,545 7, 13:4 1.09 6,353 13,850 
1964 ..•••••••••. 6,.915 7,537 1.09 6,963 14,760 

1965 •••••••••••• 7,357 8,387 1.14 7,2S3 1S, 740 
1966 •••••••••••• 7,957 9,614 1.21 7 .,122 15,639 
1967 ............. 8,687 12,075 1.39 7,683 18,130 
1968 •••.•••••••• 9,571 1S ,409 1.61 · a,469 · ·u,,s, 
1969 ....•••••••• 10,490 17,099 1.63 9,~94 .21,934 

r . 
1970 .••••••••••• 11,520 18,300 1.59 10,559 24,919 
1971 .• · ·• •••••••• 12,426 18,639 .l.SO 11,232 , 26,508 
1972 ••••••••• : •• 112,734 17,819 1.40 13,309 . 31,375 . 
1973 ............. 1S, 802· 20,227 1.28 15,544 37,927 
1974 •••••••••••• 20,738 23,227 1.12 18,829 41,612 

A... 
1975 ..... •••••••• . 24,034 22,900 .,s 26,671 54,400 
1976 ..•..••• ..... 28,022 24,6.59 .88 28,733 60,914 
1977 •••••••••••• 33,255 27,269 .82 30,093 65,001 
1978 •••••••••• ~. 35,670 28,893 .81 34,554 78,438 

JV. Mot a,,&ilable. 

2A.a defined in ._equatiOD (2). 
2Aa defined 1ll equation (3). . 

. 

Conftrl10Z1 
coeff1cient 2 

(clD) 

•. 

. (6) 

(NA) 
(NA) 
(NA) 
(NA) 
2.00 

2. 37 
2.40 
2.32 
2.18 
2.12 

. . 
2.17 
2.20 
2.36 
'2.36 
2.36 

2.36 
2.36 
·2.36 
2.44 
2.21 

. 2.04 
2.1.2 
2.16 
2.27 

'The values reported in Soviet ·foreign trade 1ource1 include •ome aenices that ,~re 
llOt recorded 1ll input•output tables. lhe proportion of ·such senrices in total exports 
is quite ni.all, amounting to about 1 percent in tbe early 1960'1 and declining to O.S 
percent in the aarly 1970'•• For 1972, the YAlue of •uch 1enrices ia . estim&ted at a 
11t~le over 68 11.illiou rubles (aee chapter VI, ·aection B), and tbb Talue 11 . au'btracted 
from total e.xpona' i11 the input-output i:alculat-icnu 1ll chapter VII. 

Source: · 
Col=s '1 and 4: Vn~1'htorg 19--.. -T&riou, ti1ue1. 
Columns ·21 31 5 1 and 6: Appendix I • 

- . --- --·-----------
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of tht M:T,· Yneshnya.ya tcrgcvlya SSSP.. Tht:.st valut:s art in prices f.c .b. ~ 

the Sovitt bcrdtr for txpcrts and f~c.b. tht foreign.shipping point fer 

imports. Tht:y txcludt:. ncncommtrcial shiprnf:.nts a."ld mont:.tary geld but. includt 

rttxpcrts. Tht focus throughout this study is on com.~cdity or mtrcha."'ldist 

tradt as dt:.fincd in Sovit:.t statistics, so capital mcvtrnt:.nts and inviEiblts 

(strvict:s, tcurism) art:. cxcludtd althcugh so:'!'lt t:.lt:.mt:.nts o!' tht latttr (such 

as st.!:Victs, pattnts, and docur.ientation prcvidtd ~"'1th cornplt:.tf:. industrial 

pla."'lts) art includtd. Hovtvtr, tht combint:.d valut cf strvicts cf this• 

naturt: a."'ld rttxpcrts ,.s gui te small, probe.bly a.bout .l-2 pt:rc~nt; . and car. bt . 

l disrtgardE:.c!. 

Exports and imports in domestic pricts a:-E:. measurt:.d in currtnt 

purchasers' prices . F~r txpcrts thtst 8.!'E: tht prices rt:.ct:.ivtd by tht 

ma."lufactm-ing rtnttrpri.sis ~ pl"us shipping a."'ld ha."'ldling charges. · For i:::pc:-ts 

thty art: Lht pricts actually paid by tht: fine.1 purchast:.rs in the U.S .S.R.; 
. . 

including all applicablt te..~ts and custc~s cutits as vt::.11 .as shippir.g e..~c 
L. 

ha."ldling chargt:.s. A dt:Lailt:.d dt:.scripticn of Sovit~ txpcrt and irn?ori prlcing 

proctdurt: is prt:stntt:.d in chapter V. 

Tht conversion cctfficjt:.n~~ er dcmtsL3c/fcrtigri trade rublt raL5cs · 

tabulatt:.d in tabit: l . art: important. mt:a~urt:.s ·of tht rtlativt purchasing powt.r 

cf tht rublt. c:·hanging the dtncminatc.r f!".O::, fc,rtig:-, ·trade rub!ts tc U.S. 

dollars, . using cfficial Sovit.t txchangt ratt.s, v!ll .yitld a rublt/dcllar 
·• 

parity. · Tht: ccnvtrsion cct.fficic.nts shovn in tht tab!t. · art: ., er ~cll!'st:, . 

avt:ragt: cot:fficitnts vt.ightt:d by tht physical quantiLiE:s Gf com~cd1Lif:.s 

~nttrine Sovitt foreign trad~. 

PrGbably for most purposts Lht: most ~t:aningrul agsrt.gatf:. mt:asurt fer 

any givtn year ~ould bt: an avtract: txport-!~pcrt conv~rsion cotfficit.r.t fo~ • 

1 Belkin an~ Gt:ronimus, Medel '1 1978, p. 137. 

-. 
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t.o·t.a.1 ·t.radt turnovtr, obt.aintd as tht: ra.t.io of t.ht sum . of txports and imports 

in domtstic pricts to thtir va.lut in fortign tradt prices. A sample of such 

average ratios dtrivtd from Lht data in t.ablt: 1, plus the rublt/dollar ratics 

that. can bt calculated from thtrn, follo~s: 

1965 .••. 
1970 .... 
1972 . • •. 
1975 .. . • 
1976 .... 
1977 .... 
1978 ... ·. 

Compe.riscn cf t.he 

Avt:.ragt 
t;xport-import. 

convtrsion 
cot:f.ficit:nt 

1.651 · 
1.957 
1.895 
1.525 
1.508 
1.451 
·1~523 

Official 
rublt/dcllar 

exchange ratel 

0.900 
0.900 
0.824 . 
0.120 
0.754 

· 0.736 

Rublt:/dcllar 
ratic b~std en:.' 
total fort:ign · 
t.radt f.urnovt:r 

1.486 
1 .761 
1.561 
1-.098 
1.137 
l.o68 

0.681 · .. 1.037 · 

ratios in - t.ht:. second. .and. third col um:1s shovs·that the 

official ruble/dollar exchange ratt:. significantly· ovt:.rstatcs · tht: va.lu~ of .. . . 

the rub~e a.lthcugh the txttnt of tht cvtrvaluation has declint:d frc.rn almost 

100 pt:rctnt in 1970 to about 50 percent in 1978. 
·'--

The rt:cording of tht:. domestic va.luE:.s -cf experts a.,d .import.s in neti.ona.1 

incooe a.~d ir.put-out~ut accounts , . described in abstract terms jn chapter !II, 

Cr£n new be illus t.rat.t:d vi th actual valut:.s, ~ing -data for 1972 fror.i . table L 

Tht tvc key' fcreign t.radE: balance.s for 1_972 art (a) the. bal~cE: in · 

foreign tradt prices convtrt.t:.d to de.mes tic rublt:s by mt.ans of a c·6nvt:.rsion 

cotffic!tnt. as in tguat.ion (7): 
l • . . . -

Bd. • (Q~PJ - Q,l J) cm s (12,734 - 13,309) 2.36. = -1,3-57 million rubles., 

and (b) t.ht impcrt-txport. balancr. in dom1:.sLic pricts r;h•t.n .in tqu.atic:-, (1.): 

F s (QmPd .- Q~Pd) c (31,375 - 17,819) = 13,556 million rubles . 

Tht. two co~bint.d e:quel 12,199 million rubles and constitute Lht. sc-ca~l~d 

... . ......... : ._ ..... . ":'•. 
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'I'ht:.rt:. art 60m~ addjL1cnal accounLing puzzlt:.s vht:.rt · nt:.itht:.r tht 6tandard 

nat.ional incomt nor tht input.-cutput. mt:.t.hcdc.logy is clear, such as tht 

subsidy on fresh vt:.gttablts and Lht accountjng of gccds sold at discc.unt., but 
. I -

Lhtst !ssut:.s art not tvt:.n mt:.nLic.ntd in tht:. Scvjct littrat.ure and must rtmain 

open. . . ..;/· . . 
. r 

With Lht ad.1ust.mt:.nts dt:.scribtd above:., t.ht rtcor.cil:1at:1cn :is as fc.llc..,.s 

(in m:1llions c.f rublt:.s): 

Nat.icna.l . incomt prcduct:.d in trade, fort:.stry, 
and ot.htr branches as c.fficially rtport.t:.d...... 3.7,_20~ 
. Less t.urnovir taxt:.s rt:.m6ved frcm t.ht: tridt 

&t:.C te,r .............. ff .. .... ........... ·• ••• ·• • • • 220 
Lt:.ss mat.trial costs included in ·naticnal 
· inccmt: prcductd a.11d mcve:d t.c t.ht firs.t. 

quadrant. of t.ht input.-cut.put t.ablt..... •.• • • • • 844 
. . Le:ss_ valut:-addtd shown in tht input.-~ut.put. 

tablt:. .......... . · .. : .. ~ .. ~ .- .. ~ ~ - ~ ... ; · .. . ~ ~ ...... · 23,623 
Residual e:gual :to "sptcial t:.arninE;s cf 

fcr.c.1gn t,radt" . ... . • .................. -. . . . . . . . . . 12,513 

This figurt: is ·sufficitnt.ly clc.st to th~ indtptndtntly-e:st.icat.td balan;~ cf 

12,199 m1llion ruble:~ to tnablt us t.o acct:pt. Lht lat.t.t:.r as· correct.. 

A complttt analysis of ·tht ro.lt and impcrLa.'lct:. cf fer:t:.ign tradt: in t.ht:. . 

Scv:itt t:.cc.no::iy "is btycnd r.ht sccpt cf th:1.s study. Hovtvt:.r, one cf· the main 

findings cf the st.udy is that. t.ht share of ~orcign tradt: (vh£n mtasurt:.d in 

actual domtst.ic ~rict:.s) in Sov:1~t nat.icnal incomt ~s 2-3 tjmts hight:.r than 

t:.xpl:1c:1t.ly er implicitly assumed by me.st Wtstt:.rn aut.hcrs. Th:is c,bst:.rvaUcn 

is, cf coiµ-st:. cf crucjal impcrta.nct:. fer analysis cf t.ht role c,f fcrt:.ign 

Lradt in tht t:.conorny • . 

Having said this Wt musL always rt:.mt:.mbt:.r t.ht sc~t:.vhar. arLifjciai natu~t 

cf analysts cf S~vitt naticnal a.ggrt:.gatt:.s as mtasurt:.d in t:.Xist.ing valuts, 

Soviet. pricts art nc.t tguilibrium or t:.Vt:.n scarcity pricts but. art st:.L by 

govtrnmtnL fiat., and in a syst.tm vhich rtlits sc t:.xicnsivt:.ly en t.axts 

d.ifftrtnt.ia.Ltd by buytrs and on subsidit:s, t.htst: administt:n.d prjce:.s oft.tr. 

--~ 



1 turnover La.x revt:.nut. Assuming tht:. higher end of the rangt:. applies, this 

clemtnL vas estimaLt.d apprc.ximatt.ly as 220 million rubles. 

The stccnd ad)ust.ment is more difficult tc quantify. If appears LhaL 

the actual value cf material purchases in the combined tra~e, fcrt5itry 1 a.~d 

other bra.~cht:.s sectors is significantly higher than Lhat inccrpcrated in 

the standard national inccmt: accounts. In sta.~dard national incomt' 

statistics the material cost and dtpreeiaticn recorded in the co:bint:.d 

sector in 1972 arc equal to 6,100 million rubles (gross . social . produe~ cf 
. . . 2 

43,300 million rubles less national incc.mt of 37,20Q million t .ubl_ts). . 
. . 

The analogous figure derived from .the 1972 input-output table is 6,944 

million rubles, higher by 844 mi'llion rubles.. It is net unreasonable to 
. 

assu:ne the.L input-output specialists idu1t.i:f'ied scmE:. material ccsts that 

· they rncved fr.cm ·national inccmf: ·tc the first quadranL • . Tht:.Tt:. is cvidt.nct-. 

to suggest that the rentral Statistical A~ministraLicn makes scmt rcugh 

apprcxirnati~ns vhen it divides the ccsts cf services bet.Veen material 
-L.. 

purchases a.~d elements cf national income in estimating t.hf natfona.: inco~~ -

gt:neratedin the trade and distribution sect.ors.3 Input-cut.put. spt:cialist.s, 

on the ot}?t.r hand,··have t.o be -much me.rt prt:cist in determining the distribu­

ticn e-f _all matt.rial ccs ts a.,icng 110 ·producing st.c.Lors. We thus ccncludt 
I 

thaL in tht:. preparation of tht 1972 input.-ouLput tablt:. some 844 n:illi.cn 

rubles vt:.rt: rtmovt:.d from iht:. valut:.-e.ddtd quadrant. and addt:d LC· t.ht:--first. . 

quadra.n L_ ~ 

1v. Stmt:.nov, Rel ', 1973, p. 367; Anisimc,v, ·•on Probltms," 1972, p ~ 35; 
and Blrma.n, Ochcrki, 1968, ~- 55. 

2 ., 
Nar. khcz. ,'S, p. 57. 

3zcr examplt, acecrding tc Petrov, Xurs, 1961, p. 355, Lht ccst or rt:.nt.al 
a..~d upkt:.tp of Lradt prtm1sts is mechanically dividtd 50-50 btt~ttn mattrlals 
and labcr. Anctht:.r source (Bazhan, Statistihn, 1962, p. 11) indicates that. 
mat.E:.rial ccst.s in co::it:. -e.cUvit.its in "cthtr branches of product.1on·· art 
ntgligiblt and art not stpare.Lt.ly idtnt.ifit:d but. art simply includt:.d ~5th 
naLjonal income. 

--
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spt:cia.1 ee.rnings cf foreign trade. In s ta.ndard Scvif:. t. nat.ional inco::'l~ 

acccunt.ing t.his va~ue is inccrpc~ated int.hf:. national inccmc produced by 

t.ht: trade and dis tributicn sect.or, but in input-cut.put tables it._ is orni tt.ed. 

' . 
· It is rathtr difficul·L to Vf:.rify tht accuracy of· this cstimat.f:. bf:.caus~~ 

· of other differf:.nces in the definit.icn cf natjcnal inccmt prcductd in the 

trade stet.er. The difficulty is compounded by the fact that SovJf:.t stat.ist.5 

sources lur.:p national incomt: product:d in tradt Vith nat.icnal incc~; prcductc 

in forestry and in otht:.r bra.."'lches of matt:ria.1 product!cn. Fer 1972 -tht 

national inccrnE: in tht:.sE:· three stet.ors :S s reportE:d as 37,200 ~illion rubl;s 

·· whilt: tht su.-n of thtir value-addf:.d elt:mf:.nts in tht reccns_truct.td inpu_t"". 

output tablt: is 23,623 millior-, lt.aYing a diff.ertnct: of 13,577 million 

rublts. This :i E arp:-t:ciably h!ghtr than thf:. es t.1mated ioreign ·tradf:. 
r . 

ba.lanct: of 12,199 million rub!t:.s. Hovt:vE:r, somt: ad,1ustmcnts art nc·f:.dt:.d 

--bt:.fcrt comparing t.ht:se two ·values. 

Ir. t.he i'irt-t pla.ct:, tht:. standard dtfiniticn cf national inco~t prcduct 
. 

in tht tra1t sec tor includes sornt · turn·cver ta:xt:.·s lt:Vitd on a:gri ~-ul tUTal · 

prc,duc ts purchast:.d by tht trade sys tern a.nd -sold dirtc tly to ccnsu.,nt:rs ·, 

2 bypasting t.ht: processing industrit;s. S.ince b-y·-dt:fir.ition the tre.df:. st:cto: 
' 

is a s~rvict stctor and dots net product any material goods, ,t gt:.nt:rates 

nc. turncvt~ tax; it. must tht:.rtfore bt: .assu.~ed that this tax payment is 

mcvtO in the precess of _prt:paration of tht input.-cutput ta.blt: from t.ht 

trad.: st:.ct.c.r to tht appropriat.t: industr.ia.1 sectors. Tht a.':ICU."lt c.r t?:!.s , 

tax is rather small, constituting betVttn 0.3 and 0.4 ptrcent o~ to~al 

l Nar. khtz. 73, p. 604. 

2Gosplan SSSR, HfLtdich~sk:yE, 1980, p. 72; Cosplan SSSR, 
M~ttdich~skiJI~, 1971.t, p. 610. 
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pricts of similar goods productd fer domtstic ustrs. Tht pricts rtctivtd 

by tht productrs of t.xpcrt goods a.rt alsc linktd to fcrtign ma.rktt pricts, 

although tht dtgrtt of inttrdtptndtnct is ltss tha.n in Lht cast of impcrts. 

This si tua.tion is btginning to bt · rtflt:."c ttd mort rEial'is tically iri 1tht . 

littraturt, _although fortign tradt is still trtattd vtry suptrficially in 
.A· 

most sta."ldard Sovitt ttxts. 
. l 

It is thus inccrrtct to say, as sont WtstE.rn authors still do, . that 

tht Sovitt tconomy is insulattd frorn tXttrnal prict changts. 

Tht principlt of sttting · the dointstic prict··or a product manufa::turtd 

for txport at tht ltvtl of tht prict of an idtntical product tarmarktd ·for · 

a dorntstic buytr rtsts on tht prtmist that tht tvo products cost t~t sa.~t 

t.o product. · This, hovtvtr_, is not tht cast vi-th many Scvitt ·produ::ts 

ma."lufaettirtd foT' txpor·t. · In .tht first plact, txport tra.dt r£.qu1rts sptcial 

· f~rtign languagt markings and instructions, possibly sptcial packaging and . 

crating fer a lcngtr vcyagt, or somt mcdif~cations sptc5fitd by tht iir.po°rttr. 
. .... 

Hovtvt.r, tht me.in rta.sori · fer difftr-tncts· in · cost bi tv~t.n dornts t5 c and 

txport goods sttms to bt. a m.td for basic upgrading of tht gua1:1 ty of · 

Scvitt prcducts in ordtr to ma.~t thtm compttitivt in world marktts. Tht 

standard of guality in this conttxt is int.trprt.ttd in tht broad£.st stnst 

possiblt, covtring such 'characttristics as painting and finishing, mort 

durablt ma~t.rials, clost.r tolt:.ra."lets, longtr t:.?Cpt:.ettd ust.ful li_ft, • t:.xtra 

saft:.ty ftaturt:.s, avajlability of ~part parts, ttc. Tht t:.vidtnct availablt · 

in Sovitt and Wtstt:.rn littraturt indicatts that~ as a rult:., tht. quality 

standards er Sovict -manufacturt:.d goods art:. lovt:.r than tht:. quality sta..~dards 

l St:.t:. 1 for inst.anct:., Neve, Th<: SGvi<:t,1977, p. 247. 

~ ... 
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In a broadt:.r st:.nst, tht:. undtrstand:ing cf tht:. rults. govt:.rning t~ 

&t:.t.t.ing cf dcmt:.stic pricts fer t:.xpcrts and imports gaint:.d in tht:. proctss cf 

vcrking on Lhis study also prov:1.dt:.s somt insighLs into tht:. ove:.re.11 issut:. cf 

t.ht:. Scvitt prict:. systt:.m. Tht:. Jbt:.thodology cf prict:. st:.t.t.:Srig and tht:. haturt:. 

and rolt:. er prict:.s in a sccialist.· t.conor.iy havt:. bt:.t:.n 8..'r.Cng t.ht kt:.y issut:.s 
.. 

in Scvit:.t acadt:.mic and govt:.rnmt:.nt circ'lts sinct t.ht:. latt 1950's, and e.."1 

t:.vt:.r incrt:.asing flc~ cf articlt:.s and monographs has .bt:.t:.n dt:.vctt:.d tc tht 

tht:.ort:.tica~ and t:.rnpirical aspt:.cts cf tht prict:. systt:.m. For a lcng ti~t:., 

hcv~vt:.r' tht:.. probit:.m . of dt:. tt:.rini rd ng Lht:. domt:.sti C 'pri Ct:.S cf t:.Xpor LS e..~d ·­

imper ts ·rt:.ma:intd a "ncn-issut:.," bart:.ly mt:.nt.:icnt:.d in tht:. 11 t.t:.raturt:.. Tht:. 

rt:.aso:1 is that in tht:.ory tht prc.blt:.m dcts not t:.x:Sst. z.cr t:.xa:nplt, tht:. 

st.a..~aard Scvi~t tt:.xtbook dt:.scripticn cf· domt:.stic prict st:.tting fer gccds 

· 1n fcrt.ig:, tradt:. .. suggests ·that goods manufacturt:.d for t:.xport art:. pr.ictd at. 

t ·ht:. sa."l'!t lt:.vt:.l as s.ir.-.ilar goods prcduct:.d !'or tht:. domf:.s tic markt:. t vhilf:. 

i,::pc::-t.td gcods art:. pr:i p_t:.d at Lht lt:.vt:.l cf pri·ct:.s fer similar· goods product:.d 

dc.rnt:.st.ically. This system cf ·pricing, cornbint:.d vith t.ht inccnvt:.rt;ib:ility 

cf tht rublt:., is said t.c t:.nsurt:. complt:.Lt:. insulaticn cf tht:. dome:.stic 

t:.ccno~y frc.~ fcrt:.ign influtnct:.s and pcssiblt t:.Xt.t:.rnal disturbanct:.s. Wt:.st.t:.rn 

a~thcrs, alt.he.ugh thty havt:. d~nt much ·by vay cf dt:.s~ribing and analysing .tht 

Sc,!tt prict:. syst.t:.rn, havt also implicitly acetpttd Lhis standard Sc,it:.t 

posit.i~r. a.~~ havt:., u.~fcrtunatt:.ly, ntglt:.ct.td al~ost t:.nLirt:.ly tht:. issut:. ·cf 

dcmtstic prict:.s in tht:. fort:.ign t.radt:. stet.er. 

Tnt:.· rt.al siLuaLicn has ~er somt timt b~t:.n gu!t~ diff~rt:.nt en bcLh Lht 

. ~xp~rt. and tht import s1dt:.. As vill bt dt:.scribt:.d in grtat.t:.r dt:.t.ail btlo~, 

. a largt:. shart cf imper t.s is prlct-d wi t.hou t. regard t.c pri ct.s en simi.lar gcc.ds 

prcductd dcmt:.st.ically, and t.ht:. dcmt:.st.1c prict:.s paid by t.ht buyt:.rs en imporLs 

art:. dirt:.ct.ly or indirt:.ctly linkt:.d to vcrld marktt prices. Similarly, a 

largt shart:. cf t:.xport gccds 1s prict:.d at lt:.vt:.ls subst.ant.ially hight:.r tha.~ 

-· 
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V. SE'ITIN; W1ESTIC PRICE.S ·1:oR EXPORTS AND IMPORTS I . 

Ont c,f the main purpcses cf t.his study is t.c t.s Lima.Lt tht:. de.mes 1.i: 

v&lut.s c,f some 60-70 classes of goods txpcrtt:.d fror.i and import.t.d intc. , tht:. 

U.S.S.R_._ in 1972 for inccrpcrat.i~n int.o tht:. 1972 reccnst.ructtd input-cuL;,ut. 

t.ablt:.. Analysis cf Lht:. difft.rt:.ncts b~tvt:.t:.n Lht:. foreign tradt:. e..~d domt:.stic 

prict:.s -cf t:.xpcrt.s a.nd _jmports and an undt:.rst.a.~ding of Lht:. principlt:.s. ~ 

gcvt:.rning dcmt:.sti~ prict:. fc.rmat.ion vt:.rt considt:.rt:.d nt:.ct:.ssary as a basis fer 

dtvt:.loping tht:. t:.stimaticn prcct:.durts. Hcvtvt:.r, aft.tr Lht rt:.vitw of Scvi t:.t 

~ittraturt:. e..,d trnp~rical t:.vidt:.nct:. ~as complt:.Lt:.~ e..~~ a basjc u.~dtrsta.~d5ng 

cf priet:. format.ion vas a:hi~ved, this undt:.rst.a.nding turntd out to bt:. cf 
..... 

cnly marginal usefulness in making t.ht:. es Lima 1.1::.s. Mc.st cf tht:. t.s Lir.ia u.s 

cf th~ do:::~st.!c valut:.sl-cf t:.xpc,ru.d and impcrt.t:.d goc,ds vert:." mad.t:. on tht:. 

bas!s cf t~pirical data vhich yit:.ldtd tht domtstic valut:.s of largt:. blc:ks 

cf ~?eds and vhieh vt:.rt:. tht:.n disaggrt:.gatt:.d. t.c. tht lt:.vt:.l rt:.guirt:.d in th~ 

1972 t.ablt:.. In c.nly a . ft:.v cast:.s vas tht:. undtrst.anding of tht mtthodc.logy 
' 

cf prict:. fcrrnatic.n applit:.d dire:et.ly in the: proe~ss of t:.s~irnat.icn. 

Our analysie cf this mt:.thodc,lcgy and - th1:. asscciat.td bc.dy of rult.s, as 

·stri~ariztd jn this ehapt.t:.r, vas ntvt:.rtht.lt:.ss important bt.cause: it. ~nablt:.d us 

to t.valuaLt L~t accuracy cf Lht:. ovtrall magnitudt:.s of txpcrL and irnpcrt. · 

flows and convcrs5on cot.fficit:.nLs. For txa~plt, Lht t:.mpirieally dtri~t~ 

~stimatt:.s cf -Lht. value:s of Sovitt machint:.ry t:.xporLs and impcrts vculd ha~t 

appeared too high vithcuL an undt:.rsLanding cf tht systtm of t.xporL price 

&upplemtnts and tht:. ust of fixtd eonvt:.rs!cn ectfficit:.nts in setting dc.mtstic 

pricts fer impcrtt.d gocds, 

t1 ( 
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have little or no rtlationship to tht trut value of the product fer tht 

~conomy. The domestic prices receiVtd by ScvitL manufacturers of gcods 

fer expert and these paid by domestic buyers of imports are no betttr. 
' : 

Accordingly, tc asc~rt.ain t.he trut rolt of Scvit t :fcrt:.ign tradt and 

tht trade participation rat.io ve would have to reco~putt all Scvitt. nat.!onal 

aggrtgat.es in terns of fact.er cost or in somt othtr values approaching 

bguiliE_riu.~ prices--a task that is probably impossible er at. ltast. vtry 

difficult btcaust of the absenct of tht necessary deta . . 

, 

I 

-. 
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txpecttd in gcods entering vorld markets a.~d, tht:rtfcre, Soviet txpcrt 

goods have to undergo certain mcdifications and improverntnts btfort they 

can bt offered cornpttitivtly abroad. Soviet manufe.cturtrs cf expert goods 
' . 

a.rt compt:nsattd for such improvements e.nd modifications and this extra cost --~ 

is addt:d to tht: domtstic price. Tht: difftrenct:s bt:tvt:tn Scvit:t and vorld -

~ market quality standards art, of course, not uniform, a.~d both the lt:vt:l 

of compensation for the additional costs rt:guired to clost: tht quality ga~ 

a.~d tht: mechanisrr. for dt:ttrrr.ining tht · form and method -of comptrisaticn differ 

fro~: ont product to. another . 

Thtrt: art at. ltast tvo difftrtnt sys-ttms for st: tting domt:s t~c prices on 

uport goods. The first systt:m, vhich consists o{ sptcial prict supplt:rnt:nts, 
- . . 

is ust:d for machint:ry, somt: cht:micals, ar.~ consu.'Tlt:r e.ppl_ia."lct:s. .Tht stcond 

is bast:d on spt:°cial t:xport pric:t catalogs e.n~ is ust:d fer petroleum p:r.oduct.s, 
...... 

lu~bt:r, a.~c vcodvorking products • . 

Tbt: systt:m of tx~ort prict: suppltmtnts vas introduced in 19;8. 

F.t:cognizing tht nt:td fo~ modifications and quality imprcvfrnt:nts in rnach!nt:TY 

·- produced for t:xpcrt, tht: Sovitt Govt:rnmt:nt ~stablisht:d special markups or 

supplt:mt:nts tc ~h~ do~t:stic prict: of tht: basic me.chine to compensate tht 

prcduct:r fer Lht: additional costs incurrtd. Machinery prict: suppltrn~nis 

-txprt~std as a ptrct:nt.agt: cf tht t.nttrprist. prict. for a cor.iparablt rna::hint 

pro~uctd f6r tht dornt.stic ma:rkt:t re.ngtO from; to 25 ptrct::nt for macMntry 
' 

t.armarkeO fer gtntral dtstination ~xport .and 15 tc 75 ptrct:nt fer txport. t~ 

~ropical ccuntri~s. Th~s~ supplt.mtnLs vtrt. incrtastd in i964 and rtvistd 

asain in 1967, 1973, and jn 1975.1 -
Tht: um,1t:ightt.d avtra.gt supplt:mtnt.s 

t.s tablishtd in 1964 vtrt 21' pt:rc-en t. -for gtntr.al dt:s ti nation exports anO 58 

1
Tht t.volut.ion and operation or this systtm art describtd in detail -in 

Trtml, ''Tht Inft:r i or," 1981. 

:-.:,. .. 
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ptrct:nt _for tropical t:.xports and bt:.ca.~t 28 and 44 pt:.rct:.nt, rt:.spt:.ctivt:.ly, 

a.ft.er tht 1975 rt:.vision.1 

Tht:. t:.xact naturt:. or tht: difft:.rt:.nct:.s bt:.tvt:.t:.n gt:.nt:ral dtstination and 

1i5 44 

. ' tropical t:.xports is not clt:.ar but tht tvidt:.nct:. suggests that tht:. dt:.stination 

is not tht:. rt:al issut:. but that tht:. tvo catt:.gorit:.s si~ply rt:.prt:.st:.nt tvo 
~ 

. .. 
gradt:.s or quality. In any cast:., it appears that practically all mac:hintry 

prcduct:.d for t:.xport undt:.rgot:.s scmt: improvement a.~d modification necessary 

t.c mt:~t world quality standards and that tht ad~itional costs art ccvt:.rt:.d 

by prict supplt:.mt:.nts. lt is probably saft to assumt that, on the· avt:.ragt, 

tht: spt:.cial. t:.xpcrt prict:. supplt:.mt:.nts range bttvtt:.n 30 and 40 pt:.rct:.nt of the 
.. 

t:.ntt:.rprist: prict:. for cpmparablt machint:.s -product:.d for tht domestic marktt . 

Thtrt is t:.vidtnct t.o suggt:.st that consumt:.r applia.."'lct:.s and cht:.micals, anc! 

possibly ether ma."'lufactw-t:.d goods proc!uct:.d. for t:.xport, art:. al~o sub,1tct to 

sir!ilar spt:.cial prict: supplt:.mt:.nts. · 

Tht:. . st:.cond mt:.thod. 'cf st:.tt.ing _dornt:.stic prict:.s £or t:xport ·goods consisu . 

of t:.stablishing fixt:.d prict:s at lt:.vt:.ls hight:.r than prict:.s for comparablt 

domestic goods and announcing tht:.st:. prices in spt:.cial t:.xport prict:. catal ogs . 

Such catalogs 

products, and 

have· .. bt:.t:.n issut:.d for pt: tJPolt:um products, lumbt:.r, vocdvorking 
' . 

. 2 
possibly other .goods. Tht: rules govt:.rning tht st:.tting of 

I 

tht:.st prict:.s art:. not kncvn, but tht availablt:. dt:.scriptions of quality 

standards and prict:.s for lumbt:.r and ~ocdvcrking products clearly shO'-' tht:. 

samt: pa.ttt:.rn as int.ht:. cast:. or machint:.ry-: gocds -productd ~er t:.~crt ,art:. 

l Suppltmt:.nt ratt:.s art availablt:. for 88 machint:.ry groups for 1964 and for 
ovtr 100 groups for 1975. Ttsts indicatt:. 1.hat tht avt:.ragt ratts arc rat.ht:r. 
instnsit.1vt · to alt.trnativt vtighting scht:.rnt:.s . 

2 . 
Fer prict:.~ on lumbtr e.n~ vood~orking products product:d for t:.xpcrt stt:. 

Bursin, TsEnGGbrazcvan i yE, 1977, pp. 64-78, and Kant:.vskiy and Shaytanov , 
LEsncy, 1975, pp. 196-203. 
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t:.xpt:.cttd to mtt:.t hightr quality standards 'and a.rt priced at a hight:.r level 

than compa.rablt:. goods product:.d for tht:. domtstic market. 

Ont probltm concerning tht domtstic pricing of experts must bt:. ncted 

but. cannot be resolvt:.d in this study is tht trt:.atment · of subsidized 

products. Soviet industry prcducts _a number of goods that art .subsidizte 
.. ,, 

by the state budget, such e.s certain typts of children's apparel, ~otebooks, -

and a whole rangt of food products, vith particularly high subsidies on 

dairy and mt:.at. products. Food products art subsidized thl"cugh a system in 
.· . - . . . 

which .tht ·prices paid by industry _for agricultural ra..., materials a.r.c lover 

than the pricts rtctivtd by agriculture, i.e., ste.tt procurtmt:.nt agencies 

pay high prict:.~ tc agricultural produ~ers and st~l tht pr~cured materials 

tc processing industries at. substantially lovt:.r ··prices, -vi.th .tht dif.ft.rtnct 

l bting covert:.d rr·om the s tau bud.gt t. Al thoug~ the Soviet. Union :S s not e. 
, 

ma.1ct e:.xporttr cf precessed foods, it dots expert sor.H:. goods that art en 

the list of subsidized products • ... 
Tht sys tt:.ni of food subsidies vas in troc.~ce·d to increase tht inccr.:ts of' 

agricultural product.rs vithout raising the rt:.tail .prict.s paid by consu~t:.rs. 

Clt:.arly, .the re:.straint displayt:.d by the Soviet authorities in connection 
-. 

with re::tail prict:.s on food vould b~ lt:.ss nt:.ct:ssary in the ·pricing of food 

prcducts t:armarkt:.d for t:.xport. The food indusLry could conctivably sell 

its product7 to ~xport agcnci~s ~t. prict:.s that wouJ.~ .r~coup tht initial 

subsi dy. HowE:v~r~ · 1t voul"d St:-~ni that · the a·ccount:ing and cost ·controls fol" 

such a systt m or pricts vould ht too ccmpltx and ~trhaps unvorkabl~ . In 

the abst:nce: or a."'ly rt:fe:rtnct:. tc this problt:.m in the: 11 tera t.urt., it is 

l Set:. Trt:.ml, Agricultural, 1978. 
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assumtd ht.rt that foreign trade organizations buy· proctsstd foods at tht 

general enterprise price ltvtl (i.t., subsidized) plus txport price 

supplements, i~ any. 
~ . . 

The setting of domestic prices· for imported gcods is equally complex; 

and a number of issues art not clear. As in the cast cf exports, the 

statement that tht domestic prices of imported goods art st.tat the ltvt.l 

of prices for comparable goods produced domestically is not true fer the 

maJority of imports. Thert art t~o -groups of -imported com.~oditics . 

.. dist.inguisht.d by differtncts in price setting rules. 

In the case of consumer goods_, the rule of se~ting prices on imported 

goods at the level of iomparable domesticall~ produced goods ls ignored for 

the most part; official announcements 0! domestic price increases 

simply justify these increases by the rise in prices -on world markets. 

This ·recently ha'pp~n.ed to ·prices on coffee· and c:·ocoa ·and a number of other 

products. Similar direct links between world market prices and domestic 

import prices have been observe·d even in cases of some intermediate 
L. l I . 

producer goods such as paper. Despite all the evidence of interdependence 

between domestic and foreign prices on imported goods, however~ there is no 
mention of such direct links - in the Soviet economic literat~re. Domestic 

prices are apparently set on an ad hoc basis by .the. State Committee on 

Prices and the Min_istry of Foreign . Trade, and linkage· to foreign tr.ade 

prices is not automatic but is only one factor taken into account. For 

example, Soviet ret#l prices on flour, bread, and refined sugar ha~e 

remained constant despite fluctuations in world prices of grains ~nd raw 
I 

sugar. In most cases, however, imported consumer goods are prices h~gher .• . . . ·2 
than similar domestic ones. 

The stated rule of setting prices on imported machinery · at the level of 

prices for comparable domestically produced machines is complicated by the 

l . 
See Treml, "foreign," 1980, pp. 192-193. 

2 . 
Supplementary distribution cost markups allowed on certain imported items 

(Zav'yalkov, 1'sE:n.y, 1981, p. 324) increase their domestic price and may be 
used as a vehicle for raising prices more than would otherwise be justified. 

~-- --~· : . . ..... . ., ~ ... -. 
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difficulty of identifying Soviet analogs for imported machines. In many, 

if not most, cases the reason for importing a given machine is that Soviet 

industry does not produce it. or produces it in insufficient numbers and 

therefore, probably, at a "temporary" price. 
I • 

Such item-by-item comparison 

is a difficult a..~d time consuming task. This method is still being 
:-

<' 
presented in the general literature as tht basic approach,but the act.us.:. 

practice of st:.tt.ing domestic prices w.s simplified in 1960 when the State 

Comr:iittee on Prices introduced average ccnversion cccfficien~s fqr 

different machinery groups to be applied to tht "foreign tradt prices" cf 

l imported machinery. In this method, the price for an imported machine 

paid by the u.s·.s.R. Ministry of :Foreign Trade or ont of its a.gents 1s . 

first convtrt~d fro:-:, t.ht foreign monetary unit _ tc. ":f'ort"ign tr~e rubles ., 

on the basis of the ~fficial exch~nge rate set by the U.S~S.R., and this 

ruble price, now referred to in Soviet literature as nfak,urna.ya si,im.(,sl"' 

or "fakturna.ya tsc:na.1 "
2 

is then converted to .11 domestic price by means of 
.. 

one of the special conversion coefficients. No exact information is 

available on the magnitudes of the .conversion coefficients set in 1960, 

but it appears that by the mid-1960's they averaged about 0.7. 3 

Following the July -1967 price reform, a new set of conve-rsion 

coefficients was ·established and has remained· in effect to the pre.sent. 4 

I 

1
shapiro, SrTU:tnyy, 1968 l p. 108. The resulting domestic prices are not 

necessarily equal- to those of dom~stic analogs. For exa~ple, certain types 
of oi-1 industry equipment cost two _or more times as much as similar, domestic 
equi_pment (Samedli and Karysheva, "lmproving,111981, p ·~ 32) .• 

2
Thtst: t.t:rms a.ri of' r t l a t. i v t.ly r t. c t:.nt. vint.agt: . S t:. t:. Mukh:in and ·cri~or'ye,•, 

Uchet 1 1979, p. 124, e.nd Shapiro, Smetnyy1 1968~ p. 108. 

3stt Kcstinsky and Treml, Fcreign 1 1976, p. 11. 

4
The basic cotfficients introduced in 1967 vtrt rtftrrtd Lo in a 1970 

source (Shtli1'..hcv, Spra.vc,chnik1 1970, p. 54) and in 1974 (Grint:.v, "The 
Eccnomic," 1974, p. 32). Apparently nev conversion cotffjcitnts fer 
machinery imported from ru'.A nations vert introduced in 1974 but vert 
subsequently vithdra\.TTl without txple.nation and tht:. 1967 set -..ra.s dt:.clertd 
tc be still in effect in 1977 (Shapirc, SrTU:tnvy1 1977, p. 104). 

41 
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Prt:sumably, tht: individual coefficients vt:rt to rtrnain uncha,.~gtd unlt:ss 

t:ithtr tht foreign tradt price of tht: imported machint or the domestic prict 

of tht Sovitt counterpart cha.~gtd by mort: the..~ 10 ptrctnt, in vhich cast 
> . 

tht: State Corn:nittet: on Prices vould adJust the conversion coefficit:nt. 

Wt do have a relatively largt sa.'Tlplt of thtst 1967 cotfficit:nt~ .. in cnt 

Sovit:t sourct.1 They rangt: from a lov of 0 . 5 tc a high of .2.0, fore..~ 

unveight~d mta..~ of 0.92 for 159 typt:s of machintry. The sprtad is rtlativtly 

narro.:, .. -1th 112 _ ·types falling Yi thin O. 8-1 . 2. Some impc.rttd. machintry i tt:ms, 

particularly prototypes of ntv mcdt:ls, e.rt: still prictd on an individual 

basis ~ith rather high ratios. It is impossible to ascertain the share of 

such mach::ints in tctal imports but it is probably relatively small, and-wt: 

ca.~ ass~'Tlt assumption that the avtragi ·conversion cotfficitnt introduct:d. 

in 1967 va.s aboui 0.9 for .all tYJ)t:S of machinery ~ 

·-
Folloving the devaluation of the dolle.r, the Sovitt Government e.nncu.~ced 

in 1972 that the policy of fixtd t:xchangt ratts bttYttn the rublt: and 'Wtsttrn 

currtncits vould bt discontinued, a.~d that henceforth txchange rates vculd 

bt: adJusttd periodically by the U.S.S.R. Statt Ba.~k. Tht rat~ for 1972 vas 

stt at 0.826 rublts per. dollar, 2 implying a 9 ptrctnt appreciation of tht -, 

rubl.t. The txchange ratts be tvttn tht rublt: and · tht: currtncits of ·tht: 

Sc.cialist Bloc rtmained unchangt:d. Tht: rublt: txchangt ratts st:~ by governrntnt 

:fiat do net rtfltct tht: rtlativt purchasing pcvtr . .of difftrtnt vorld 

1 
Shapiro, SrMtnyy, 1968 1 pp . 109- 113 .. The sa.,npl.t: dot:s not appear to bt: 

sufficiently cornprthtnsjvt, oms tt.5ng such ma.,1cr machinE:ry groups as 
·· mt:ta.llurgical, mining, and agricultural tguipmtnt and radio- tlt:.ctronic 

products. Thus calculation or a \Jt.ighttd avt:.ragc dots not apptar tc bt 
varra.nttd. Hovtvtr, ·vith most of tht cotfficitnts falling vithin tht: 
na.rrov rangt: of 0.8-1.2, tht vtighted avt:rage vould not bt significantly 
difftrtnt from tht: unvtighttd mta.~ or 0.92. 

2 . 
Ekcncmich~sk::J.ya gazfta, No~ ~9 1 Dt:.ct:mb~r 1972, p. 21. 

--~ 
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currt:.ncit:.s. Nt:.vtrthtlt:.ss, changes in tht official exchange ratt:. voulc 

au tome.ti cally lt:.ad tc ad,iustmt:.nts in tht magni tudt:.s of the ccnvt:.rsion 

coefficitnts t:.mplcyt:.d by Scvit:.t statistical agtncit:.s to dtrivt:. tht dornt:.stic 
' . 

prict:.s of imported goods. 

If tht 0.9 avtragt convtrsicn cotfficitnt for all machin~ry i~ports 

alsc e..pplit:.d to imports from tht 'Wt:.st, .then e.fttr tht . dtva.luatic,n cf the • 

dollar tht convtrsion cotfficit:.nt_for tht la.tttr vould. increase by 9 perctnt 

tc 0.98. Tht avers.gt: cotfficitnt fer all machintry ir.:ports \toulc!" rist to · 

rtflt:.ct this but tht incrtast vould bt smaller sinct in 1972 only, about 25 

pt:rctnt of ma.c!lintry . irr._ports ca.:nt: from .tht 'Wtst. Tht: rtmaindtr of Sc,•it:.t 

.mac~intry i~ports ca~t ~rorr. the. Soci-e.list Bloc countries for vhich tht 

t:.xcha.."'lgt rates, and thtrtfort:. conv7rsion coeffj citnt.s, rtmaint:.d unche:.gtcL 

_Th!: changes in tht avtra.gt machinE:.ry •import conversion cot:.fficit:.nt resulting 

frc:: cha::gts :int.ht official rublt:./dollar txchangt ratt:. art:. calculated iri 

Tht ad,1ustt:.d avt:.ragt:. ·convtrsicn· cot:.fficitnts for machinery ir.:ports 

tab;.llatt:.d ir. . ta.blt:. 2 art:. still only a first app~oxima.tion, sinct tht:y 

rt:.f~t:.ct only changes in tht socialist-nonsccialist shart cf imports a.~d 

th!: tfft:cts cf dtprtciation of tht dcllar vith rtspect. to tht rublt, Tht 

trut cotfficitnt vculd also bt: afftcttd by chansts in tht structure cf 

ir::ports, and possibly by _ptriodic ad.,1ustmtnts in individual coti'fici~nt.s. 
. . 

Ho~E:.vtr, in all probability rncst of thts~ cha.~gts art minor or ~ould ttnd 

tc canctl tach othtr. Tht cctfficitnts in tablt 2 art clost to u.~ity, 

vhich sttms rtasonablt sinct stvtral specialists in Sovi«>t fortign trad_t 

rtport that by tht rnjd-l970's tht convtrsion cotfficitnts for ~achintry 

1 i~pcrts vtrt indtt:.d tgual to uni~y. 

1
Ptksht,•, "Sptc1ali:z.ation," 1978, p. 87, and Sha.shaytv, "On Establis~ir.e;," 

1976, p. 115. It 1s also·inttrtsting to not.t thaL in a,~ ·txptrirntnLal input­
output modtl proJtctt:d into tht 1970 1 s a."'ld 1980 1 s, tconomists of tht: Ir.stitutt 

--
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Table 2. a:>EFFICIEl\"TS FOR CX>NVER.TIN:; 1HE V/.1..UE OF IMPORTED MACHINERY 
FRCY.-1 FOREIGN TRADE TO IXMESTIC PRICES: 

1972 TO 1978 

Avtragt Shart of imports Ad.,ius ·t.td. from . tht:. -Wts t in 
Ytar rublt:/doller tot.al machintry fmport. 

t:.xcha.";.gt impcrt.s 2 ccnvtrsicn 
rat.t 1 cotfficit:.nt. 3 

(ptrct:.nt) ... 
. . 

l 972 ... ~ ................. •. .824 24. 7 .938 
1973 .................. ~ ... -739 .· 27 .o ..97~ 
1974 . . .-·: . ..... · ............ .756 32.1 .971; 
1975 ~ ............ . . ~ ...... .720 40.2 1 .007 

1976 . ..................... .754 42.1 .990 
1977 . ..................... • 736 38.9 . -995 
1978 . ........... ~ .......... .681 36 .9 1 .024 

1 c:A, Ir:Ar', Har,abcck, 1980, p" 5l; . · It. is assu.-:itd that. othtr 'Wt:.stt:.rn 
currt:.n~it:.s mcvtd ccrrt..spcndjngly. 

2Eastd £n published Scvitt. fort:.ign t.radt data. Tht:. value of rnachintry 
:i:':'lpcrt.t:.d fror:. t.ht 'Wt:.st. was dt:.rivt:.d by subtracting tht:. valut of rnachint:.ry 
:i:r.?cr_t.t:.d fror:. tht:. Sccialis t.· Bloc frcrn tht:. va:.lut:. of tcta: machintry .imper ts . · 

,Dtrivt:.d as tht ·Yt:.ightt:.d avt:.rast of a consta."'lt val.ut:. fer tht:. cotffj: i t:.nt 
fer im?crt.s from tht:. Socialist Bloc (0.9) · and a changing cot:.fficit:.nt. for 
irnpcrt.s frorr. Lht:. Wt:.stt:.rn ccu."'lt.ri~s, \li Lh t.ht:. wt:.ig:!H.s dttt:.rrnint:.d .. by .t.ht 
rtsptctivt:. shart:.s in i~t.al machint:.ry imports. Tht:. avt:.ragt valut:. sc dt:.~ivt:.d 
\las fur.tht:.r ac.,1us t.t:.d upYe;rd · t.c rt:._:!'lt:.ct sptciaj_ comruissicn ft:.E:.s colltc Ltd by 
t.ht:. l•~!nist.ry of Fcrt:.ign Trac.t:.. According · to J.99·8 and 1970 scurcc..s, this · 
cc:.:.!ssion vas 2 pt:.rcE:.nt (Shtlik.liov, Spra.1Jc.chnik1 1970, .p. 54, a."'ld Sha;:-irc , 
Sm.Etr..yy, 1966, p . 108), -whilt:. a 1977 source (Shapi'ro, SmEtnyy, . 1977, p. i05f 
rt.perts it. as 1.7 ?t:.rct:.nt. Net kncvins Yhtn tht:. rate.. was cha.~gt:.d, vt:. ust:.d 
2 ptrctnt fer 1972-74 and 1.7 pt:.rct:.nt for latt:.r yt:.ars. 

- , 

Net much can bt said about tht:. rults gcvt:.rning tht st:.tt.ine of prict:.s for 

irnpcrts ct.ht:.r t.ha.~ machint:.ry and consumer goods. 'What littlt:. tvidtnct tht:.rt 

is suggtsts that. t.ht:. application cf fixed cot:.fficitnts for ccnvt:.rt.ing fcrtign 

tra1t:. prjct:.s Le domt:.st.ic prict:.s, vhich is tht:. basic rule fer prict:. st:.t.ting 

in machinery import..s, is net ustd cft.eri fer othtr products. Tht ~~inistry o!' 

Fcrt:.ign Trade and t.ht St.at.t. Ccmmit.t.tt en Pricts mttt pt:.ricdi-cally and st:.t 

of Eccnc~ics oft.ht:. U.S.S.R. Acadtrny of Scitnct:.s alsc ustd a one-tc-cnt:. 
ccrrtspcndtnct bt:.t~ttn dcmtsLic and fcrtisn tradt pr,cts fer machinery 
ir.:pcrt.s in tht mid-1970 ' s (Belkin ant! ·Gtrc,nir:ius !Eds . ), /r!GdE.1 ', 1978, p.. 252) • 

.... - - ·~-_,,.. _ ______ *- •-..... ~--··--
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prices for import.td goods, publishing the~ in import. prict catalcgs. Wt 

knov of such ca.ta.legs for coal1 a."ld for vocdvorking products. 2 In tht 

1967 prict rtform a tctal of 40 price catalogs fixing domtstic rttail . prjcts 

for imports vert publishtd. 3 Hovtvtr, tht methodology for establishing 

thtst prices has not bttn discusstd in tht availablt littrat.urt. Pricing 
:,!· 

practict in the cast of machintry imports and othtr _indirtct tv~dtnct 

suggests that prjcts en imported goods art stt higher than pricts on 

· co~para~lt dcmtstic goods. Tht strong tvidtnct for generally lovtr sta:.dards 
. . . . 

cf quality in Soviet domestic prcduction discussed 

dcmtstic prices cf impcrts vould rationally bt stt 

abcve vould txplai n vhy· 
. lJ 

at higher ltvtls. A 

rtctnt Sc\·itt bock simply states that "domestic pricts on in:porttd goods are 

st:.t by ana·icgy t.6 prices cf dbmcst.ica-lly produced gcods but at ·scrntvhat . 

hig~cr ltvtls.~5 -

It. shculd bt addtd that. vhat.tvtr may bt the methods of set:ting do:ntstic 

prices fer !~pcrted -g~ods, fluct.~aticns in vorld marktt prices a.rt alsc 

ta..~tn into acccw.t. in additicn to 6thtr factcrs. In tht ·ca.st cf machiniry 

tht link to txternal pricts through tht fixtd convtrsicn cotfficients 
. ' 

dt.scribtd abovt --is dirt ct B.."ld strong. Prict changts in Scvit t. consumer 

tradt a..~d eYtn int.ht arta of scme nonmachintry prcductr goods suggtst tht 
I 

sa':'lt ttndency. 

l . . . 
Shapiro, -Sm.e tnyy, 1977, p. 277 . 

2 bursjn, TstnGGbrazGDaniye, 1977, p. 78 . 

3Turt~skiy, Tseny, 1969, p. 259. 
4 Stt Stolyarcv, 0 tsena.kh, 1963, p. 162; in tht third tditicn of tht sa~~ 

beck (1969, p. 41) the author strtssts tht impcrta.~ct of quality difftrtncts 
in tht domtst.ic pricing of irnpcrt.s. F~r son~ sptcific prict ~iff~rtnt1a~s 
sho~jng that impcrttd seeds art pr5ctd much hSghtr, stt PGse~, no. 4, 1980, 
p. 9. 

5?lotnikcv and Gusarov, Melcdika., 1975, pp. 33-34. 
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As vas nct.ed earlitr, tht difftrtncts bttVttn Scvitt fortign trade 

vit.h the Socialist Blee and Soviet trade vith market cccnomies do not 

concern us in this study. Input-output tablts a."'lci national income accounts 
> 

re:ccrd exports and imports rtgardlt:.ss of dt.stinat.ion c,r point cf crigin, and -.: 

tht:. focus of this study is en tht. tctal value of experts e.."'ld impcrts in 
. f 

domestic prices. · This is not to dt:ny, of co~se, that such difft:rt:nct:.s . . 

exist. As a rult:., pricts cf Soviet t:xports to other members cf. tht Socialist 

Eloc art: icwer in ex.ttrnal or fortign tracit: rubles tha."'l prict:.s · cf similar 

Scvi•t:t t:xport.s t.o markt:.t tconornit:s. In fa.ct, prices en most Sovit:.t t:.xports 

tc other socia:ist ccuntrit:.s art:. dt:t.t:rminec as_5-yt:.a.r moving avt:.ragt:.s of 

.vorld market prict:.s; •dw:-jng pt.ricd.s cf r ·ising vcrld me.rkt:t. prices, they 

vould thertfore bt: lovt:r. 

Hcvt:vtr, tht:rt:. is no ividtnc.t: .to suggest that tht. m~cha.'"lism .cf setting 

dornt:.stic prices for Scvit.t exports to e.."'ld imports frcm t.ht Socialist Elcc 

~ifftrs in a."'ly significa.~t vay from tht:. gt:nt:.ral mtcha."'lism described abovt:.. 
. . 

It is, of courst, possiblt:. that t.ht· quality cf ~erta.in goods ma.9:ufacturt:.d . 

in tht: U.S.S.R. fer t:.xport to tht socialist count.ries is lC'Wtl" th~ tht 

quality cf simil~ goods earmarkt:.d for fxport outside the bloc. Fer t:.xe.::.plt, 

tht s La t.t: s ta."'ldards for lumbtr cxpor ts prescribe thrtt:. guali t.y ltvcls: ont 

fer tht:. ca.pi t.ali st ccur.Lrit:s cf 'Wts tt.rn tu.rcpt:., enc for ~'Mtdi tt:.:rrant:a."'l an~ 

scutht:.rn markets,''. and tht third for dcmt:.stic ust, vi th tht. .latter ~t:.:,ng 

applicablt:. to "tht ma,1ority of socialist countrit:.s."1 · 

Convt:.rsion cctf'f'i c.iu1 Ls usE:.d to dt t.trmint. domes tic pr:i ces on :i mportt:cl 

ma.ch:int.ry, .and pcssibly cth~r ge;ods, dH'.ft:.r dtpt.nd:i.ng on tht pofnt. .cf c.:'!E;Jn. 

IL appt.a.rs that domt.stic prjcts fer machint.ry impcrted frcm Eocialist 

l 
Kant.vskiy and Shayt.anov, Lesney, 1975, p. 22 (stt. also pp. 196 a:.~d 202). 
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countries a.rt dtttrrnintd by application cf fixtd convtrsjon coefficitnts 

(usually> l) LC txttrnal pri~ts, vhilt in tht cast cf machintry importtd 

from marktt tccnomits tht domtstic prict is t:.guattd vith tht tXttrnal prict: 
J 

1.t., tht implitd convtrsion cctfficitnt is tqual tc l. 

Bu~ for tht purposts of this study thtst difftrtncts do not matttr. 

In most instancts, the valuts of fc.rtign tradt transactions in fcrtign 

tradt pricts rtprtstnt a mix of transacticns vith difftrtnt trading 

partners, and avtragt txtt.rnal-to-internal prict convtrsion cotfficitnts 

art tstima.ttd. 

Two additicna~ factors shculd bt mtntiontd in conntct5on vith mt.thcds 

of fixing dcmtstic pricts for irnpcrttd . goods: customs dutit.s and ~urncvt.r 

tB.>:ts. Tht. Sovitt Union has a sysLtrn cf customs dut:it.s vit!'l a.d valcrEr.i° 
.. 

ra tt s ra."'lging from ztrc .to 50 ptrctn t on ir.:por ts fro:: coun tri ts that havt. 

t.Xttndtd a."'ld most-favortd-nation claust and hightr ratts for countrits tha~ 
. . . 

havt nct.. 1 Ntithtr tht:. rclt:. of Lhtst:. dutits nor tht:. rults govt:.rning tht 

t.stabl.ish:ntnt of ratts art clt.ar. ·1t might wtll bt argut:i that thtst dutJts 

a.rt almost mtaningltss in prict analysis. Tht U.S.S.R. irnpcrts a . ctrtai~ · 

pre.duct, paying f _9r it. F= dc.llars and stlling it at homt fer PJI rublts. 

Prtsumably tht P,, price is dtttrmintd by tht domtstic prict cf a ccm~a.!"'ab~t 
,, I -

product a."'ld he.s no rtlationship to Lht foreign trad~ prict, i.rhethtr tht 

latter is txprtsst:d in dollars or in fortign trajt rublts, or ~httht:r it 

includts cust~ms dut.its c.r net. 
.. 

Tht ·Ministry of Fortign Tradt. anc 

ultimattly tht. state budgt.t i.rill rtct1Vt tht difftrtnct bttYttn tht t~o 

pricts, _1.t.·, Pd. - Ff' labtlling it "sptcial tarn:ings cf fortign tra:it." 

1
M"vT, Tom.lzhcnr.yy, 1971, pp. 7-19. Tht 50 ptrctnL raLt applits to 

JtYtlry a..~d prtcious stcnts, and th1s is an txctption-~rnost ratts art in th~ 
5-10 ptrctnl ra.~gt:. 

-.-:; 
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The fact that this difft:.rtnct:. may consist of beth special tarnings e...~d 

customs dutits dots net matttr in prict stt.ting. It is pcssiblt that 

customs dutits "Wtrt intrcductd by the U.S.S.P.. s:im;ply to givt its fcrtign 
. . j 

tradt s.gtnt.s somt lt:.t:.-way in· bargaining vith thtir trading partntrs. 

As vas s ta ttd -abcvt, tht:. ttx tbook dts cri p ti en cf t.ht:. mt t.hod of _.. 

· dttt:.rrnining domestic pricts fer imported gocc.s calls fcr .sttting thtrn .at. 

Lht levtl of pricts for comparable ·dom:st.ically produced goo~s, includir.g 

turnover tax -when applicable. -A li ttra.l in terprt ta ticn of this . rule 'Woulc. 

mtan that, if a domt~tically _productd good_ is prict:.s at Pd and the tax on 

this good is k pt:.rct:.nt of the price, a similar percent.a.gt would bt:. cclltct.:e 

er. tht salt cf a corr.parably priced ·1rnport.td gocd. This int:rprttat!cn, 

hc'-·tvtr, ap?t:.ars to bt:. inccrrtc t. since in pre.ct.ice sc:nt large com.-noC:ity 

grou?s, such as imported di ·s ·tillt:.d spir:i ts . and tobacco pr educ ts, art 

l specifically t:.Xt~?t frc~ turnover ta.Y.tS. Ont possible explanaiicn is that 

the tXt:.!li?t.icn is ustd -whenever tht:. retail price fqr a dcmtst.ic good is net 

high tncugh tc cover tht turnovtr tax, tht:. customs duty, e..~d tht:. cost of 

tht good to tht Ministry cf Fortign Trade. ?nis c:a.,"'l bt illustra.ttd. '-•it~ ·a:. 

~xar:;plc invclv~ng __ tht:. price of beer. In tht tarly 1970 1 s turncvtr taxts 

-
cc::-:pristd 66 ptrct:.nt. cf tht:. retail pri··ct cf st.a.ndard Scvit:.t. bt:.tr, -·hich vas 

abcut 0.50 rublt:.s pt:.r lit.er, so tht -whclesa.lt:. tntt:.~prist:. price vas ab6ut 0.17 

rubles. In 1975 tht ·avt:rage price cf irr.poru.~ bt:t:.r -was O .26 rub:ts ( in 

fcrt::lgri t.radt: prices), .\lhich should be ad.;1ustt:.d up..-arci by 25 ptrctnt. t.c 

account ~or the cus toms duty, to 0 . 33 rubles ptr lite r . ~ltarly , th t r t ~as 

1Miroshchtnko, Gc.sud.arstvf:nnyye, 1976, p. 66; Scrokin and Abra.':lcva, 
Nachis]f:Ti.iJlf:, 1978, pp ~ 65, 76-78; and Ytvdokirnov, Kc.ntrcl ', 1974, p .• 53. 
Thtrt:. set:.ms tc bt:. some confusion vi~h rt:.sptct t.c t.urncvt:.r t.axt:s er. t.oba:cc 
products. Yt:.vdok~mov says t.hat import.t:d tobacco prcd~ct.s art: t:.xt::-:pt fro~ 
tht te.x vhi lt Sorokin e..--id Abra:nova indicat.t:: that. t.ht:,r art:. t.axt~. 

-. 
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no room ltft for a turnovt:.r tax, unltss t.ht rt:.tail prict of tht:: irnportt::d 

bt::t:.r vtrt stt much hightr than 0.50 rublt::s. 

Somt imported commodity groups such as tt::xtilt::s, knit goods, a.~d 

. . l - . _. . ' 
vtgt::te.blt:: oils art:: · taxtd, and tht:: ·guts"-tm is vht:.thtr ·t.ht:: turnovtr tax1::.s 

lt::vitd on t.ht::st goods art ·trt::aU.d as rtal taxts, t.~.~'- is• as p'aymt:.nts 
.• ,. 

cha..·mt::llt::d dirtct.ly tc tht:. state budgt:.t, or art:: ustd mt::rtly ~':--r- .tht. purpose 

cf calculating rtt.ail pricts. This gut::st.i~n is irnport~nt only fer t.ht 

proper idt.nt.ificat.i.cn cf t::lt.mtnts in tht "sptcial earnings of ~ort:.ign tr!'!.dt." 

Dcts t.ht:: t:.ntirt difft.rtnct bttvttn imports and exports in domestic prict::s 

(Nd - Mf)' accrut tot.ht Ministry of Fort:.ign Tradt, er dots a. ct:.rtair. 

pcrL~~n ~f Md bypass tht Ministry a.~d go dirtctly intc tht statt:: budgtt? 

tJ::f or t ima t.t.ly, th~ gut:.s ticn cannc t bt. a.ns·wtrtd ht::rt ~ Tht:: ~halt ~E:a of tht;. . 

rt.lat.io::isMp ot.t.l-'ttn fort:.ign t.radt crg~-:h.atlons ·and tht statt ·budgt.t' is · 

toe, cor.:1=·ltx to bt. invtstigatt:.d fully in this study. 'Wt:: may simply nott 

that or.ly a s::iall shart of SoYiE:.t imper.ts consists oi" ccrn.-nodith.s sub,1tct 

2 
to turnovt::r tax, and somt:. of thtst ar~ spt::cifically t::XE:.~pt. Ont of tht 

11-!iroshcht.nko, Gc.sudarstvennyye, _1976, p. 89. 

2An accuratt. ·-calculat.ion cf t.urnovtr taxt:.s cclltct.td on 1972 imports is 
virtually irnpossiblt, and tht: rough t::stimat.ts that fcllov art mad€ t.c givt 
so::it:. gtnt.ral idta cf Lht: rtlativt ordtr of magni t.udt.. Tht tax rat.ts ust:.d 
htrt. art avtragts taktn from Trttya.kova, "Nalog," 1978, and dcr.it:.st.ic valut::s 
dtrivtd t:lstvhtrt in this study. Tht estimatt:.E art broken into four 

· · cc?nmcd5. ty srcups: . . 
. a. Tht: ·machint.ry grcup includt:.'s st:ving machim:.s, rtfrigtrat.crs and ct.htr 

ccnsumt.r e.ppliancts, t.ltct.rcu.chnical consumer pr.oduc..t.s ., musical 
instrumtnt.s, and motcrcyclts. Tht 1972 valut cf irnpcrt.s of ·tht::st . 
commodi t.its, .116 mil lien fcrt::ign .t.radt rublt.s, 1s convtrte:.d tc 
dcmt.stic pricts on tht basis of a cotfficitnt of 2.0, and an avtra~t: 
t.a:x rate of 30 pt:rc~nt is ust::d. Thus, 116 x .2 •. 0 x .3 = 70 rnillicn 
rublts. 

b. Furniture impcrts in domtstic pricts amount. tc 626 million · rubles 
(t.ablt 23, btlo~). This 1s arbitrarily rt.ductd to 500 millicn to 

-.: 

acccu.."l t for furni turt not. La>:td and for furni turt deli vtrt::d t.c ccns'.l.'!lt:.rs 
vho do not pay taxes. An avtra.gt re.t.t or 20 ptrct:.nt yhlds a.~ t:sti!:iateo 

, · 
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