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1 We have revlewedv" the Census 'Bureau draft preu releue
in ulpome to ‘your request for CIA:comment.’ The findings
nt the latest in a chain of Census estimates.

; i 3. Wo agree with the major polnt made in the fress releue',
: -.-4-1.0., ‘that relating fmports expressed in foreign trdade rubles to
':;::’;: oviet domestic production understates their importance. By . . .
-~—applying the coefficient used by FDAD to convert imgorts from.
mus,.u..toulgn tradc rubles to domestic rubles the shapo of such lnport
mln national Income more than doubles.  In 1880, the share of -
.. imports: to national income (Marxist concept) was abdqut 20 :
;pcreent.-. The ratio of Imports to GNP (Western one pt) was about
55 18 percent since Soviet GNP is nearly two- f!fth higher than '
e Boviet national income. (These shares refer to, totgl Imports;- "
« Al herd eurrency imports from the West r&ruent lpss than two-
“f'."“fs—"‘.""t'fth. of Soviet imports.) In conpnrlaon. imports dcecounted for
' ?*Ibout 10 percent of US GNP in 1980. '

. 3. ‘1t Is worth noting that mueh of the rise in the ratio of
: =~ impoerts to national income that occurred in the 1970s resulted
-<,::: ?;ffrun a faster rate of inflation in Soviet trader-panticularly
‘. i:"::;wlth the West--than in Soviet domestie productipn. [The FDAD
‘- Z=1i,.:0tudy notes that the Soviets apparently do not take [such an

: fﬂnflltlon factor into nceount--thelr converllonirat os are ‘
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MEMORANDUM
NATIONAL SECURITY COUNCIL

July 8, 1982

MEMORANDUM FOR CHARLES E. WILSON
Chief, Public Affairs
Central Intel&igence Agency
2l {I
FROM: ‘ ROBERT B. SIMS

SUBJECT: CensuS'Bureau Press Conference on Soviet Trade

Attached is a memorandum from Mary Nimmo, Director
of Public Affairs, Commerce Department, indicating
plans for a press conference on a forthcoming Census
Bureau report on Soviet foreign trade, plus a backup
memo that provides additional details.

The press conference has been delayed until 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, July 9, 1982, if feasible.

cc: Richard Pipes, NSC
Roger Robinson, NSC
Mike Baroody, White House/5 ¢
Mort Allin, White House

DECLASSIFIED

NLRREpG - 11w /2 F 1657
BY_in. NARADATE5/=/13
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July 7, 1982

TO: BOB SIMS

I find this analysis =-- if correct --
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 0 = 114 /7 ¥ 2653
BY 1. NARADATEs/2/13
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NATIONAL SECURITY COUNCIL

July 6, 1982

TO: BOB SIMS

FROM: ROGER ROBINSON

We had better go over how
this press conference is to
be structured in order to
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, 1982

MEMORANDUM FOR RICHARD PIPES, NORMAN BAILEY ROGER ROBINSON
ol
FROM BOB EbJ

S

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 ofifice.

u’i’ W M
T Ww N
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f | b4 ‘t UNITED STATES DEPARTMENT OF COMMERCE

- & ; | office of Public Affairs
5”% j Washington, D.C. 20230
Shares OF
July 6, 1982

MEMORANDUM FOR Michael Baroody
White House Director of Public Affairs

\ v~

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 morming, however, and will let
you know if a get additional information which would appear to influence
decisions.

Thanks.

CC: ob Sims
National Security Council

O



— ~ June 21, 1982

EARLIER PERCEPTIONS® OF SOVIET DEPENDENCE ON FOREIGN TRADE CHALLENGED

Lack of reliable economic :I_.nfomation on the U.S.S.R. often t':-roubles. |
~ iJ.S. policy decisions. A case in point ‘is the Eurrent’ discussion regarding
‘the effectiveness of economic sanctlflons 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 san.ct:ions #gainst a nation depends, of course, on
the dependence of this nation on foreign trade and the degree of "opennness”
to international market forces. A forthcoming report by the U.S. Bureau of
the Census provides s.ignificant new information on the importance of foreign
tfade in the Soviet economy. |

For a long time Western special:l.sts maintained that the Soviet economy
is almost completely se{f-suffident and that foreign -trade plays only a
marginal role. This position has been modified somewhat in the last ten
yeai's, particularly in the 1light qf' recurrent  large Soviet purchases of
grain and ﬁachinery, - but most:T spec:l.alis.ts have continued to Believe that
Sov:l.e; reliance on imports is minimal. |

The key measurement in this revgard is the ratio of exports and imports |
to national 1ncone... S:ane- Soviet staﬁistics do not offer these data, Vestern,
specialists have had to estimte them and until recent:ly the consensus was
that exports and imports each -comprise about. 3 teo 5 percen: of mnational
income as the Soviets def}ne ic.

A major study of .s'oviet. foreign trade just completed by the .Census
Bureau's Foreign Demographic Analysis bivision has concluded that .this gener=-

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



Pm, ®

by .a very w:l.de marg:l.n. The source of the error often lies in the fsct 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 ”'&ro;l.e of
foreign.trsde in an economy can be properly assessed only in internal priees.

These conclusions, which present the entire issue of Soviet dependence

on foreign trade and potentisl.vulnerability in a completeljv different light,

are 'ss _follows:

== The ratio of Soviet 'exports to ‘nstio.nal income is higher than had been.

" believed earlier. 1In the 1970's,~. exports (e:rcluding gold) averaged

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

+ == The ratio of Soviet :I.stports.to national income is several times higher

than had been recognized heretofore. It 'rose from about 9 percent in

1970 to about 20 percent by 1980.

- Imported nachinery 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 thst these ratios, particulsrly 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 foreign trade.

' A large shere of Soviet foreign trade is with the soclalist bloc and

therefore is under fs:!;rly firm control from Moscow. But even in this in-

stance, the general perception of the distribution of Soviet trade sheu]_.d



be corrected. It is true that in the early 1970'q.on1y sligﬁtly more than
one third of Soviet .':meorts came from outside thé socialist bloc ‘bﬁt due
to a number of factors the share of Soviet imports from noﬁ-sociali§: coun-
' tries has risen to ‘about 50 percent of total imports 1;1 1981. liachinery
and foodstuffs &ominate Soviet imports, and in this respect the s.hare‘ of
‘ imports from non-socialist countries is also significant—-at least one-third
of the machinery and about 60 percent of the foodstuffs imported.

It is quite clear thaﬁ the old gotion of self-sufficiency in the SOViét:]

‘ economy should be discarded in the light of these findings.
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MEMORANDUM

NATIONAL SECURITY COUNCIL

July 6, 1982

MEMORANDUM FOR RICHARD PIPES, NORMAN BAILEY AND ROGER ROBINSON
FROM BOB %’IS

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
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July 6, 1982

MEMORANDUM FOR  Michael Baroody
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 pecple 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 additionmal information which would appear to influence
decisions.

Thanks.

cc: Véb Sims

NationaL Security Council
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EARLIER PERCEPTIONS  OF SOVIET DEPENDENCE ON FOREIGN TRADE CHALLENGED

Lack of reliable economic information on the U.S.S.R. often troubles

: ﬁ.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 #gainst a nation depends., of course, on
the dependence of this nation on foreign trade and the degree of "opennness”
to international market forces. A forthcoming report by the U.S. Bureau of
the Census provides significant new info:mation on the importance of foreign
| t:iade in the Soviet economy.

For a Iong':ime 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
yeai‘s, particularly in the light of‘ recurrent  large Soviet purchases of
grain and ﬁachinery, - but most'v specialists have continued to Believe that
Soviet reliance on imports 1s minimal.

The key measurement In this regard is the ratio of exports and imports
to national income... Since Soviet statistics do not offer these data, Western
specialists have had to estimat:e them and until recently the consensu;v. was
that exports and imports each -comprise about 3 to 5 percent of national
income as the Soviets def_ine ic.

A major study of.S.oviet foreign trade just completed by the’Census
Bureau's Foteign Demographic Analysis Division has concluded that this gener-

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

(9
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by a very wide margiﬁ; The source of the error often lies in the.fagt-;ha:A
tﬁe prices at which imports are sold in Ehe U.S.S.R. and which Soviet ex—~ -
porters receive for their products are very ‘31ffe:en: from the extermal
prices in which the Soviets publish the data. And, clearly, thef;ole of
foteign.trade in an economy can be properly assessed only in internal prices.

These conclusions, which present the entire is#ue of Soviet dependence

on foreign tradé and potentialvvulnerability in a completel& different light,

are as_follows:

== The ratio of Soviet exports to.natidnal income is higher than had been
 believed earlier. In the 1970's,f exports (excluding gold) averaged
about 6.5 perceﬁ: of national income and }ose to 7.percenc by 1980.
- == The ratioc of Soviet imports.co national income is several times higher
than had been recognized heretofore. It'fose frdm about 9 percent in

1970 to about 20 percent by 1980. |
- Impor:ed machinery comprises from 15 to 20 percent of all newly install-

ed equipman: 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 dnexpectedly high dependence on foreign trade.
: CO(M\M\AV\\A\'
A large share of Soviet foreign trade is with the woedwissst 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



be corrected. It is true that in the e#rly 1970's only slightly more than

T Lo MWL\ 4
one third of Soviet :I.mports came from outside the soedadtest bloc but due

0O MM L p
to a number of fac:ors the share of Soviet imports from non-ao-&oﬁe-c coun-
" tries has risen to ‘about 50 percent of total imports :I.n 1981. Hachinery
and foodstuffs &ominate Soviet imports, and in this respect the share of
imports from non-socialist countries is also significant-—at least one-third
of the machinery and about 60 percent of the foodstuffs imported.

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

economy should be discarded in the light of these findings.

9
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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 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 trade and the degree of "opennness”
to international market forces._ A forthcoming report_by the U.S. Bureau of
the Census provides Qignificant new information on the importance of foreign
trade in the Soviet economy.

For a long'time Western specialists maintained that the Soviet economy
is almost completely se%ﬁ-sufficienc and that foreign trade plays only a
marginal role. This position has been modified sbmewhat in the last ten
yeafs, particularly in the 1light ofA recurrent large Soviet purchases of
grain and hachinery, - but most:- specialists have continued to Believe that
Sovie; reliance on imports is minimal. |

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

to national income.. Since Soviet statistics do not offer these data, Western

specialists have had to estimate them and until recently the consensu.s was
that exports and imports each -ycomprise abt..mc '3 to 5wpetcent of national
income as the Soviets define it. |

A major study of .S‘oviet foreign trade just completed by the Census
Bureau's Fore:i.gn Demographic Analys:l.s 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 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 trade 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 potentiall vulnerability in a completel).' 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 perceﬁt of national income and 'rose to 7 percent by 1980.

- == The ratio of Soviet :I.mports‘ to national income is severai times highgr

than had been recognized heretofore. It.rose frdm about 9 percent in
1970 to about 20 percent by 1980.

== Imported machinery comprisés from 15 to‘ 20 perc;ent of all newly install-

ed eq'ﬁipment in the U.S.S.R.
- == Imported cousm;:er 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 foreign trade.
: o : CO vty

A large share of Soviet foreign trade is with the soedwidst 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 shdu]_.d



be corrected. It is true that in the eé.rly 1970's. only slightly more than

o MMM ¢
one third of Soviet imports came from outside the soeieddst bloc but: due

CO MM LU
to a number of factors the share of Soviet imports from non—so-&e&ot coun-

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

and foodstuffs dominate Soviet imports, and in this respect the share of
imports from non-socialist countries is also significant-—at least one-third
of the machinery and about 60 percent of the foodstuffs imported.

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

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




‘ 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 will not tell them
that they can until you tell me that
NSC has signed off (and State).

I'll talk to you this afternoon.
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= ; | Office of Public Affairs
W "‘5 Washington, D.C. 20230

July 6, 1982

MEMORANDUM FOR  Michael Baroody
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: Vfgf Sims
National Security Council
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% UNITED STATES DEPARTMENT OF COMMERCE

§
. Bureau of the Census
%, CLY & | washington, D.C. 20233

OFFICE OF THE DIRECTOR
July 6, 1982 s

MEMO TO: Mary Nimmo

From: Steve Tupper
Special Assistant
to the Director

Subject: News Conference on Soviet Foreign Trade

Attached is a copy of the key 20 pages of the full 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



July 8, 1982

Excerpts From

THE DOMESTIC VALUE OF SOVIET FOREIGN TRADE:
EXPORTS AND IMPORTS IN THE
1972 INPUT-OUTPUT TABLE

. ... by
| Vladimir G. Treml
and
Barry L. Kostinsky

Foreign Demographic Analysis Division
U.S. Bureau of the Census
(forthcoming, 1982)
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IV. THE AGGREGATE VALUE OF EXPORTS AND IMPORTS IN DOMESTIC PRICES

An understanding of the role played by foreign trade in the economy of
a country and of the relationship between export-import flows and national
income accounts is one of the most 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 foreign trade. Major changes

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

and other national'dggregates,~and analysis of changes in these aggregates can

never be complete without an evaluation of the foreign trade component in them.

Uhfortunately, these aspects of the analfzis of Soviet foreign trade have been .
somewhat neglected by .Western scholars, primarily because of uncertainties
surrounding the measurement of foreign trade in doméstic values. Such
measurement is the focus of this chapter.

.AAs explained in chapter 111, practically all the data on the value of
foreign trade usﬁslly reported in Soviet sources are expressed in foreign
trade rubles. Rarely do.Soviet authors give any figure bésed on domestic
Valués,‘and.when ihey do it is in the form of some derivative such as
percentage of national income. One remarkable exception to this practice e
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
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imports in domestic prices for the period'1959-—75.1 This unique set of
statistics is'presented in appendix D of this repért.

The export and import values given in this tabulation differ from the
estimates made in this chapter (see table 1) but not by a particularl&
signific;nt margin; the largest discrepancies occur in some of the export
values for later years. The differences cannot be resolved at pré;ent
because of a number of uncertainties regarding Sverdlik's data. He may have
had acgess to some unpublished offiéial statistics, but he seems to have
relied mainly on a variety of estimating procedures to arrive at his final
values. His documentation and methodological explanations for tﬂe entire
book are rather sketchy and ambiguous, and this applies partiCUlafly to tke

foreign trade component of his modél.. He explains his foreign trade values

in domestic prices in a few brief paragraphs as being based on 1959 input-

. output conversion coefficients and extrapolated from there, with adjustments

for vélues from the ﬁ?bb and 1972 input-output tables. There also are some
apparent aberrations in the series that cannot be explained. The author
himself stresses the methodological nature of his work,and warns that his
calculations "cannot pretend to a high degree of accuracy.“2

Despite theiieservations about the precision oé Sverdlii‘s data, and

despite the differences between individual values in his series and ours,

his data do in general provide strong support for our contention that the "

role of foreign trade in the Soviet economy is much greater than appears from

sverdlik, Obshchesivennyy, 1981, pp. 6364, 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" (ctvetstvennyy redakicr) is K. K. Val'tukh, a
prominent Soviet econometrician and input-output specialist.

2Ibid., p. &.
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the statistics reported in foreign trade prices and that this role has been
increasing substantially. For example, the participation ratio derived from
our estimates rose from 12 percent in 1960 to 21 percent in 1975, while
Sverdlik's Aata imply ratios of 11 and 25 percent, respectively. ’This
contfasts with ratios of 7 to 14 percent calculated from data in foreign
trade prices. | L -
However, the Sverdlik mode{_;s,,as already noted, a rare case of SoQiet
use of properly measured foreign trade values in analysis of the domestic
economy. In most cases, Soviet.authors use eprrt'and import'statisticﬁ
in foreign trade prices in com?ination with national income or other measures
valued in domestic prices.1 Nor are Western analysts immune to this type ofl

mixed-data operation. Failure to take into account the differences between

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

data in domestic prices invariably leads to serious understatement of the

tfue role that foreign trade has played in Soviet economic'development.2

' years (see World Bank, Werld, 1976, pp. 414-415).

1See, for example, the recent Gosplan analysis of the regional effects
of foreign trade described in chapter 11 (Nekrasov, Razvitiye, 1981, p. 16).
Other examples can be found in Sorokin, '"Leninist," 1975, and Senin,
Sctsialisticheskaya, 1969.

/

zAs an example, the World Bank has used this type of mixed-data calculation
to compute the Soviet foreign trade participation ratio for a number of

e
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Not only are such mixed-data calculations misleading, they often yield
results that aée patently absurd. This is especially true when there are
significant changes in the official exchange rates, as is 111ust§fted in
the following example comparing data for 1960 and 1961 (in millions of

&

current rubles):1

1960 1961

Sum of exports and imports in foreign
- tr‘de prices.-...........-............_ 4"‘77 10,6‘63

National income in domestic prices.... 145,000 152,900
Trade participation ratio, percent.... 3.1 7.0

Clearly, the Soviet foreign trade participation ratic 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 'in 1960 to 0.9 in

1961.2 With the foreigm trade data in domestic prices presented below (see

~

1Na.r. khez. 63, ppf“SOl and 548, and TsSU, SSSr, 1961, p. 10l.

21t 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 can 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)eeceecccccccscsssee 44,770 million rubles

Same converted to foreign trade rubles
of 1961 ($I1,193 x 0.9)..ccctececvcececes 10,073 million rubles

(the ruble values are given in TsSU, SSS2, 1961, p. 101).
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AT sy Lot T 1551 va much more plausible change.
ALY N S % = *Titing on Soviet foreign trade are avare ©f the
2ACTSRRRCLLEAY. LT R it and foreign trade rubies and of the distortive =
WO nn 3 e rsi antsL '.'.rvaluation of the ruble through use ofhcff cial
cxchange retes. With 7 ..;Leoticns, however, they have tended, for e
resdr b Al repsons, to z-itate seriously the magnitude cf exports and
imporie meacsured in dor u.e prices, particularly in phe late 1960's
i AGTE e a TR _,.M;ié of Western authors surveyed@ for this study
wtnk LA NIVegharer CF w.iLs ;ﬁd imports are each estiﬁaied at about 3 to
e e T G0 RSV e R 1 income in current prices (net material prcdu->
Lrigtereinuilendl W aus b Significantly lewer than the ratics est mated
Ny ety .  $ost i3 cul .ted ’rcm data presented below, in the mié-
RN DeNmOTUE SN N R T 'nmprised, respectively, 4 end 8 percent cf
Chverlwd tdcvoprdEraaliwes 4ot vaen measured in domestic prices; by the early
LRI L i TRLACE 7 O BEPEEL Y TR 6 and 11 percent. By 1978, the total
Jootuarnovey remchel - .. 2% swreent of national income,.and it heas
- | ;- iet Union's participation in uﬁrld trade
i .ve tec its naticna: gt 1s in Tact two to three times h*ghér than
we ae e RlEs R ooyt OLE i ecearchers. '
S weemerares o tho o *~héiusion cannot be overemphasiied, The lcﬁg
A i KON oy i et} ‘“ade is unusually small for an industrialized
SED, AR 153-159; Jacobs, "Global," 1978, p. 209;
Nt L ey g oY .-j," 1978, p. 8; Garvy, Mcney, 1977, p. 13T;
T R S . s, 28-100; Holanaﬂ, "East-West," 1973, p. 683;
yoi o M A ' ~~,(_\9, p. 18 For exceptions tc this general
twmasrve duwr,amer oo oo " wpert,”™ 1979, pp. 347 and 369; Gardner,
rEesdeien L0 75=u0; and Wiles, Cemmunist, 1966, pp. 43B6-L32

Wl we s .
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.+ .a0n ratic can be calculated as 11.9 percent in

<
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nation should be discarded. Foreign trade has clearly pleyed an increasingly
significant role in the Scviet eccnomy, with & growing dependence on imports
in some branches (machinery, consumer goods, chemicals) and 1ncre?sing
importance of foreign markets for cthers.l However, & cocmprehensive enalyesis
of the role cf foreign trade in the Soviet economy is beyond the:§copt ef
this study, and we return to the discussion of fereign trade statistics.

The difficulty of interpreting the foreign trade statistics cf the

U.S.5.R. and the general state ol confusion created by the fact that these

statistics may be given in either foreign trade prices or dcéesti; pricés
can be illustrated by the fcllowing data taken from monographs written by
two prominent Scviet foreign trade spécialists (the figures represent the
ratio of experts t6 naticnal income and pertein to 1970):2

- .

Begemoleov Shmelev

i

BUlEArif..cceeeecccccccocacnes 26 2k
11T L o A ————————— 38 .25
German Democratic Repudblic.... 25 20
POlBNA . cceegenccccsacccccccnae Y- 16
RUSRNIE ;s ssssnvisisasssnasess 22 18
C2eehOBlOVERIS .o oo onassanvssas 2k 18
BBl B i o« o 505 0 9 wmie momiw i » wom (na) T

NA Not gvaildble.
Beth of these s;;fces were published in 1979; the aescripbion ﬁf.zhe dﬁta _..
is the sam; in both; and in botﬁ the ratics are sajd toc heve been "calouleted
by the Institute of the Economics of the ﬁcrld Scecirlist System of the

U.S.S.R. Academy cf Sciences." From this evidence, cne could Justifiabiy

expect that the two sets of ratios should be identical or at least very clcse.

Fcr a more comprehensive discussion of tht importance cf fcreign trade
to the Soviet economy see Treml, “"Fereign,™ 1980, pp. 184-20T7.

chgomclov, Upravleniye, 1979, p. 9, and Shmelev, Sctsiclizm, 1679, p. 38.

-



Yet not only are they different, the discrepancies are 80 large that there

must undoubtedly be some fundamental differences in methodclogy or bacsic

data or both, despite the fact that they are described in 1denLical terms.

Presumably, if Bcgomolov had given & ratio for the U.S.S.R. it also would

‘have differed substantially frcm Shmelev's. f

The potential importance of Shmelev's data is enhanced by the fast
that he 2lso gives the Soviet export ratio for 1978, a figure that is not

available in any oLher SovieL source. However, Lhe cbvious inccnsisiency

between his data and Bogomolov s in the above examp’e casts dcudt cn the

"reliadbility of his figures for the U.S.S.R. &s well. -Iurtherﬁcre Shmelev's

ratic of 7 percent for the U.S.S.R. in 1970 is somewhat d;fferent from that

. given by anouher Soviet author, Katushev who sLaLes .that "in 1970 e£Xperis

corprised 6.3 percent of-Soviet national indbme."l Since the 1970 export
ratio in foreign trade pfices is oni} L percent, it seems clear that both
Sﬁmelev and KatusheQ must be dealing with velues in domestic pfices and thus
should have derived the seme ratio. We ha§e nc explanation for why they

did not. However, because of the importance of Katushev's position (Secreta:
of the Central Committee of the CPSU and perma:ne'nt. U.S.S.R. representative

in CBY44), because of the authority of the source (Kcmmunist is the official

Journal of the CPSU), and because Katushev's figure is more in line with

'oeher data, the authcrs of this report have decided tc accept his (unrou.dee,

ratic in preference tc Shmelev's.

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

provide the only reliable source, aside from some scattered references, that

gives Lhe value of exports and imports in domestic prices that is fully

lKatushev, "The Werld," 1972, p. 22.
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ccnsistent with national income eccounts. The authors of this study Lave
made use O0Ff the foreign trade date in absclute value terms that were
recorded in the 1959 input-output table,* and in a previous study they
, ¢ .
estimated or derjved similer data for later years on the basis of input- -

output sLaLisLics.2 In fact, time series on exports and imports in current
dcmestic prices for & number of years were develcped in this eariief study:
In the current repert this series is extended to later years and the eﬁrlier '
estimates are adjusted on tﬁe basis of some new’evidence.found in recently
published Sbviet sources and a fifmer understanding of the methbdclcgic31  T
and classificational issues i?vclved. o

-Estimates cf the domestic value of exports and imports for a perjod of
Ye&rs are sﬁmmarized in table l, and Lheir~derﬁvatioﬁ is dccumentad'énd
expiained in appendix B. It must be stressed that the eccuracy cf the
individual estimates varies ccnsiderabi}. Fcr both exports and impecrtes the
~figures for some yedrs can be considered firm since they are derived either
from absclute values or ratios given in auphcritativa input-cutput scﬁrceé,
or frdm percentages reported by preminent Soviet economists and gc&ernﬁenL 
officials. Theiystimates for other years are less reliable, as Lhey are
based.cn interpolaticn of demestic~te-foreign price ccnversion‘ccefficients
anq.changes in domestic and feoreign prade.prices.l Bovever, since reliablg.
data were found fér apprcxima;ely every fourth cr fifth year the possibl
errcre in the estimates fer the intervening years are not likely to ﬁe large.

The values in foreign trade prices in teble 1 are shown as defined and

_published in standard Soviet statistical sources such as the annual handbock

lAganbcgyan and Granberg, Ekcncmikc-motematicheskiy, 1968, pp. 9L-95.

2Kostinsky end Treml, Fcreign, 1976.
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" Table 1. VALUE OF SOVIEZT POREIGN TRADE: 1955 TO 1978
(In millions of rubles)
Exports Isports
Value Value

Conversion Conversion
.tcar ¢ ”1:1 In coefficient! for;:i In coefficient?

B | domestic (e ) ER | domestic (c)

trade P [ trade i )

prices PELERS prices priess }

(1) (2) (3) (&) (5) (6)
1955..ccvininena 3,084 2,960 .96 2,755 o) (4:79)
1956.ccc0ccocece 3,254 3,156 .97 3,251 ) ()
1957 . ccecececcce 3,943 3,785 .96 3,544 (R4) (Ra)
1958.cc0cv00vene 3,869 3,86% 1.00 3,915 (NA) (NA)
1959.c00c000s00e 4,905 5,320 1.08 4,566 9,150 2.00
1960.ce00000s00 5,007 5,307 1.06 5,066 12,000 2.37
p L e PN 5,999 5;885 1.09 5,245 12,590 2.40
1962 :is000000s 6,328 6,898 1.09 5,810 .13,480 2.32
963 iisniacinise 6,545 7,134 1.09 6,353 13,850 2.18
1964, ..060050004 6,915 7,537 1.09 6,963 14,760 2:12
1965: csiessniens 7,357 8,387 1.14 7,253 15,740 2.17
1966, .50 0000000 7,957 9,614 1.21 7.122 15,639 2.20
1967..cccccecccee 8,687 12,075 1.39 7,683 18,130 2,36
196B..cicccccces 9,571 15,409 1.61 ' B,469 © 19,987 2.36
b | ;- 10,490 17,099 1.63 9.?94 21,934 2.36
1970 .6 56 snvvnns 11,520 18, 300 1.59 10,559 24,919 2.36
1971........._... 12,426 18,639 1.50 11,232 | . 26,508 2.36
1972. A ERE R E R REE X ] ’u 73‘. 17'819 lo‘o 13,”9 31'375 2-36
19730c 00 snsnnes 15,802- 20,227 1.28 15,544 37,927 2,464
9% s cvorsnanine 20,738 23,227 1.12 18,829 41,612 2.21

s

p 1§ - T 24,034 22,900 .95 26,671 54,400 2.04
1926::ississiavin 28,022 24,659 .B8 28,733 60,914 2.12
1977 ivivsicsns 33,255 27,269 +82 30,093 €5,001 2.16
1978..ccccvncnce 35,670 28,893 »81 34,554 78,438 2:27

NA Not available.

3os defined in equation (2).
2ps defined in equatiom (3).

3The values reported in Soviet fcreign trade sources include some services that .are

not recorded in input-ocutput tables.

The proportion of such services in total exports

is quite small, amounting to about 1 percent in the early 1960's and declining to 0.5
For 1972, the value of such services is estimated at a
little over 68 -iuion rubles (see chapter VI, section B), and this value s lubtrutcd
from total uportl in the input-putput calculations in chapter vii.

percent in the early 1970's.

Source:’
Colums

Colums ‘2, 3, 5, and 6:

e —

1 and 4: YVoeshtorg 19--, various issues,
Appendix B,

A
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of th; MFT;-Vneshnyaya tergevlya SSSR. These values are_;n pr;ces f.c.b. ;ﬁ
the Scoviet bﬁrder for expcrts and f.c.b. the foreign shipping point fer
imperts. They exclude ncncommercial shipments and monetary gcld but include
reexperts. The focus throughout this study is on commcdity or merchandise
trade a§ defined in Soviet statistics, so cepital mcvemen%s and invieibles
(services, tcurism) are excluded althcugh some elements of the 1é2ter (such
as services, patents, and documeptation previded with complete industrial
plants) are included. However, the combined value cf services cf this
nature and reexperts is quite small, prcdbadbly about J-EIpercent, and can dbe
disregarded.l

Experts and imports iﬁ demestic prices &re measured in current |
purchasers' prices.- Fbr.expcrcs these are the prices received by the
manufacturing'énberprisés; plus shipping and handling charges.. For impcfts

- " they are the prices a:tualiy paid by the final purchasers in the U.S.S.R.,

including all applicadble texes and custcms Quties as well as shizvping and
& .

-

handling charges. A detailed descripticn of Soviet expert and impore pricing
procedure is presented in chapter V.

The conver#ion cecefficients cr demestic/foreign trade ruble ratics
tabuliated in tabie 1. are 1mporLantimeaSures of the relative purchasing power
cf the ruble. .Ehanging the dencminater from foreign trade rubles tc.U.S.'
dollars, using cfficial Soviet exchange rates, will yield a rﬁble/ﬁcllar

"pariby."The cenversion ccefficients shown in the table a&e; cf ccurse,
average coefficients weighted by the physical quantiiies of commcdities
entering Soviet foreigh trade. .

Prcbadbly for most purpeses the most meaningful aggregate measure fcr

any given year would be an average export-impert conversion coefficient for -

lBelkin and Geronimus, Ncdel', 1978, p. 137.
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total ‘trade turnover, obtained as the ratio of the sum of exports and imperis

in domestic prices to their value in foreign trade prices. A sample of such

average ratios derived from the data in table 1, plus the ruble/dollar ratics

LI

that can dbe calculated from them, follows:

Average Ruble/dellar
export-import rugifigiiiar ratic based cn’ i
conversion total foreign

exchange ratel

coefficient trade turnover
7T 1965.... 1.651° 0.900 1.486
19T0. 4+ 1.957 0.900 : 1.761
1972.... 1.895 0.82% 1.561
1975.... 1.525 0.720 1.098
197€.... , 1.508 0.75k4 1.157 -
1977.... - . 1.451 0.736 - 1.068
19785+ - 1.523 0.681 - 1.037

Comperiscn cf the ratios in the second and third cclumns shows that the
official ruble/dcllar egcpange rate significantly cverstates the value of
the ruble althcugh the extent of the cvervaluation hes declined frem almost
100 percent in 1970‘fo about 50 percent in 1978.

The recording of the GOmestig values cf expcrts‘and impdrts in netional
income and input-output aécounts, descridbed in abstract terms in chapter 113,
cun ncg.be illustrated with actual values, using data for 1972 from,nabléll.

The twe ke&'fcr&ign trade balances for 1972 are (a) the balance in
foreign trade prices converﬁed to demestic rubles by means of a cénversion

coefficient as in equation (7)

(Q f Q f) = (12;73“ - 13,309) 2.36 = -1,357 million rubles,

and (b) the impcri-export balance in domestic prices given in equaticn (L):

F = (Qde - erd) = (31,375 - 17,819) = 13,556 million rubles.

The two combined equzl 12,199 million rubles and constitute the sc-called

1CIA, NFAC, Handbeck, 1980, p. Sk.
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There are some addjLicnal accounting puzzles where nelther the standard

naticnal income nor the input-cutput methodclogy is clear, such as the

subsidy on fresh vegetebles and the accounting of gccds scld at disccunt, but

}
these issues are not even menticned in the Scviet literature and must remain

cpen.

-

_ : . ¢ -
With the adjustments described above, the recorciliaticn is as fclicws

(in millions ¢f rubles):
Naticnal income produced in trade, forestry,
~and other branches as cfficially reperted...... 37,200
Less turnover taxes remcved from the trade e
o 2 o o0 @ ise 0 erels wiese 220 -
Less material ccsts included in naticnal '
- income prcduced and meved tc the first

’ quadrant of the input-cutput tableé........... 8Lk
Less value-added shown in the input-scutput
LRDMR . ssusnsondinssnwe ‘o e 8 e e G e e TS 8 '231623
Residual equal to "special earnings of .
foredgn trade” . iieeerieronrerscennnnnans emosime LById3

Tris figﬁre is'sﬁfficiently clese to the independently-estimated belence cf
12,199 million rubles to enable.us_to accept the latter as correct. |
A complete analysis of the role and impcriance of fCreigﬁ trade in the
Scviel eccnomy is beycnd the scepe ¢f this stﬁdy. However, one cf Lhe.mai
findings cf the study is that the share of foreign trade (when measured in
actual dcmestié‘érices) in Soviet naticnal income 4s 2-3 times ﬁigher than
explicitly cr implicitly assumed by mest Western authers. This observaticn
is, cf course, cf crucial impcrtance fer analysis ¢f the role of fereign

trade in the economy.

Having said this we must always remember the scmewhat artificial nature

cf analyses of Scviet naticnal aggregates as measured in existing values.
Soviet prices are not equilibrium or even scarcity prices dbut are set by
government fiaL and in a system which relies sc extensively cn taxes

differentiated by buyers and on subsidit , these administered prices often
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Lurnoier Lax revenue.l Assuming the higher end of the range applies, this
elemenL.was estimated appreximately as 220 millicn rubles. |

The secend adjustment is more difficult tc quentify. If appears.that
the actual value cof material purchases in the combined tra@e, fecrestry, and
other braﬁches sectors is significantly higher chanluhat inccrporated in
the standard naticnal income accounts. In standard nationai inccmé# .
statistics the material cost and depreciaticn recorded in the combined
sector in 1972 are equal to 6,i06‘éillion rubles (gross. social product cf
43,300 million rubles less naticnal inceme of 37,200 million rnbles).2 
The analogous figure derived from the 1972 input-output table is 6,941 |
million rubles, higher by 8LL million rubles. It is nct unréasonable Lo-

assume.that input-output specialists identified scme material ccsts that

they meved from-naticnal income tc the first quadrant. There is evidence

L0 suggest that the Central Statistical Administraticn makes scme rcugh
approximatiens when it di;ides the ccsts cf services between material
purchases aﬁd elementgkdf naticnal income in estimating the national inqomeA
generated in the trade and disnributiop secwrs.3 Input;cutfut specialists;
cn the other hand, have L0 be much mere precise in determining the digtribu—

ticn cf all material cocsts ameng 110 producing sectors. We thus ccnclu@e

: !
that in the preparation of the 1972 input-cutput table some 844 millicn

 rubles were removed from the value-added quadrant and added to the -first.

3

quadrant. : ; ; , _ ;

1v. Semenov, Rcl'!, 1973, p. 367; Anisimcv, "On ?roblems," 1972, p. 35;
and Birman, Ocherki, 1968, p. 55.

?Nar. khez. 73, p. ST.

3?cr example, acccrding tc Petrov, Xurs, 1961, p. 355, the ccst of rental
and upkeep of trade premises is mechanically divided 50-50 between materials
and labcr. Ancther source (Bazhan, Statistika, 1962, p. 11) indicates that
meterial cecsts in come activities in "cther branches of production” are
negligible and are not separately identified but are simply included with
national income. ' o

A I T 1 Wre—- v .
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special earnings cf.roreign trade. In standard Scviet naticnal income
acccunting this value is inccrpcrated in the national 1nccme'§roduced by
the trade and distributicn sector, but in input-cutput tables it is omit:eﬁ.

It 3s rather difficult to verify the accuracy of this e;iimate becauée;
of cther differences in the definiticn cf naticnal income preduced in the
trade secter. The difficulty is cocmpounded by the fact thag Scfiet st;Listi
sources lump national income produced in trade with naticnal inceme produce
in forestry and in other branches ¢f material producticn; Fer 2972 the
national inccme in these three sectors is reperted as'37,200 milliqn rubléé
while the sum of their value-added elements in the>reccns;ructed.input-
output table is 23,623 million, leaving a difference oé l3,§7f million
rubles. This i a;p:eciably h:;ﬁér than the.eszimated foreign trade
balance o? 12,199 millicn rubdles. Howgver, some adjiustments are ngeded
befcre comparing Lhése two valﬁes.\

Ir the firft place, the standard definiticn cfAnétional 5n§omﬁ preduct
in the trade sector includes some turncver texes levied on £gripulnural‘
produ:té purchased by the trade system and scld directly to consumers,
bypaseing th processing industrigs.z Since by-definition the trade seéta
ic a service'sector and does nct produce any material gocds, Jt generates
ne turncver tax; it must therefore dbe assumed that ﬂhis téx payment is
meved in Lhe precess of preparation of th£ inpu:-cu;put tebie from Lh;'

trade secter to the aprropriate industrial sectors. The amcunt cf this

ﬁax ic rather small, constituting between 0.3 and O.4 percent 6f total

yar. khez. 73, p. 60L.

2Gosplan SSSR, Metcdicheskiye, 1980, p. 72; Gosplan SSSR,
Metedicheskiye, 1974, p. 610. '
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prices of similar goods produced fer domestic users. The prices received ’9
by the producers of expcrt goods are alsc linked to fcreign market prices,
although the degree of interdependence is less than in the case of imperts.

This situation is beginning to be reflected more realistically in ‘the .

¢
A

literature, although foreign trade is still treated very superficiglly in
most standard Soviet texts. . ! '
| It ié thus inccrrect to say, as some Western authérs still do,; that
the Soviet economy is insulated from external price changes.

The principle of setting the domestic price of & product manufectured
for export at the level of the pricelof an identical prodﬁcﬁ earmark;d'fbr
a doﬁe;tic buyer rests on the p}emise that the two products cost the same
to ?roduce.‘ This, however, is not the case ?ith many chiet'products

manufactured for export.  In the first place, export trade requires special

-foreign 1anguage‘markings and instructions, possibly special packaging and

crating fc; a longer Yvoyage, or some mcdif@cétions specified by the importer.
However, the mein reason'for differences in cost between domestic and

export gocds seems to be a need for dbasic upgrading of the gquality of

Scviet precducts i; order to meke them competitive in gorld markets. The
standard of qua;ily in this context is interpreted in the dbroadest sense

possible, covering such 'characteristics as painting and finishing, more

durable materials, closer tolerances, longer expected useful life, extra

salety features, avaﬁlabilify of spare parts, etc. The evidence availadle

in Soviet and Western literature indicates that, as a rule, the guality

standards cf Sovie;<manufactured goods are lower than the quality standards

lSee, for instance, Nove, The Scviet,1977, p. 2uT.
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In 8 broader sense, the understanding.cf the rules. governing the
setting of dcmestic prices for expcrng and imports gﬁined in the process cf
woerking on this study also provides some insights into the overall issye cf
the Scviet price system. The methodology cf price setting and the hature
and role of prices in a sccialist economy have been amcng the key igsues
in Scviet academic and government circles since the late 1956'5, aﬁé en
ever increasing flow éf articles and monographs has been deveted to the
theoretical and empirical aspecﬁshgf the price system. Tor a leng time,
hcwever, the problem of determining the domestic prices of exports and -
impcrts remained & "ncn-issue,” barely meﬁticned in thelliLefaﬁure. The

reason is that in thecry the prcblem does not exist. Tcer exaﬁble, the

‘standard Scviet textbook desceripticn cf domestic price setting fer gcods

in fereign trade” suggests "that gooés manufactured for expert are priced at
the same level as similar'goods prcduced for the domestic markei.whilé -
imperted gecods are priged.at the level cf pricés fﬁr similar goods pfoduced
demestically. This system cf pricing, comdined with the incﬁnv;rtibility
¢’ the ruble, is said tc ensure complete insulaticn cf the domestic

eccnomy frem foreign influences and pessible eXtZrnﬁl‘disturbances. Western

.

authcrs, althcugh they have done much by way cf describing and analysing the
Scviet Price system, have also implicitly accepted this standard Sc;iet
pesiticn and have, urnfertunately, neglected almost entirely the Issue cf
demestic pricesﬂin the foreign trade secter. - ‘ -

The real situation has for some time been guite different cn ﬁcLh the
expert and the import side. As will be described in greater detail dbelow,
& large ghare c¢f imperts is priced without regard tec pric;s cn Simi;ar gccds
prcduced demestically, and the demestic prices paid by the buyers cn importis

are directly or indirectly linked tc werld market prices. Similarly, a

large share cof export geeds is priced at levels substantially higher than

N



V. SETTING DOMESTIC PRICES FOR EXPORTS AND IMPORTS -

One of the main purpeses cf this study is tc estimate the domagLic
values of some 60-TO classes of goods expcrted from and imported 15£C>Lhe
U.S.S.R. in 1972 for inccrpcration into the 1572 reccnstructed input-cuiﬁui
table. Analysis ¢f the differences between the foreign trade and domestic
prices -cf experts andlimports and an uﬁderstaﬁding cf the féinéiplésA;:
geverning demestic price foermation were considered necessary as & ba;is for
developing the estimaticn precedures. However, after the review cf Soviet
1iterature'anﬁ empificéi evidence was completed and a basic understandfng
ci price f&rmatibn was Acﬁiéved, ihis understanding turneé out tc be cf
cnly marginal usefulness in making the es:imapes. Mcst of the estimates
cf the domestic values cf exporied and imperted goods were made on the
bacsis cf eﬁpirical date which yielded the domestic values of large biccks
¢l gocds and which were then disaggregated tc the level required in the
1672 table. 1In cnly a few cases was the understanding of the methodclogy

c¢i price fermaticen applied directly in the process of estimaticn.

Our analysie cf this methodolcgy and. the asscciated bedy of rules, acs

‘summarized in this chapter, was nevertheless important because it enabled us

to evaluate the accuracy cf the overall magnitudes ofAexpcrL and impori -
flous and conversion coefTicients. Tor example, the empirically derivéd
estimates of -the values of Soviet machinery exports and impcrts wculd have
eppeared too high withcut an understanding of the system of export price
supplements and the use of fixed conversicn ccefficients in setting domestic

prices for importied gocds.
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have little or no relaticnship tc the true value of the product for the

eccnomy. The ddmesiic prices received by Soviet manufacturers of gcods

fer expert and those paid by domestic buyers of imports are no better.
Accordingly, tc ascertain the true role of Scviet fereign tr;;; and -s:

the trade participation ratio we would have to recompute al; chie} naticnal

aggregates in terms of factor cest or in some other values apprcaehing_ -

equilibrium prices--a task that is probably impossible cr at lea.sl..vergzr~

difficult because of the absence of the necessary data. .




expected in gecods entering world markets and, therefcre, Soviet expert
goods have to undergo certain mcdifications and improvéments before they
can be offered competitively abroad. Soviet manufacturers ef export goods
are compensated for such improvem;nts end modifications‘and this e;ﬁra cost
is added to the domestic price. The differences between Scviet ang world -
market quality standards are, of course, not uniform,.and both th; level
of compensation feor the additiong; costs reguired to close the qualiiy éap
and the mechanism for determining the form and méthod of compensaticn differ
from one product to another. o |
There.are at least two different systems for setting @omestic pricés on
export gocds. The Tirst system, which consists of special price supplemenL;,
i; ﬁsed for machinery, some éhemicals, anid éonsﬁjer éﬁplianceé.  fhe sééond'r
is based on speEial exﬁoft'priée cataloge and is used fer petroleum éfoducts,
.:?' lumber, and wcodworking products. . N
The system of exbort price supplements was introduced in 1958.
Fecognizing the need for'modificatibns and quality 1mprovéments in ﬁachinerf
' produced for expert, the Soviet Government established special markups or.
supplemente to the domestic price of the basic machine to comﬁensate the
prcducer fer Lhehadditional costs incurred. Machinery price Supplementis
expressed as a percentage ¢f the enterprise price for a comparadle mach?ne
'_pro@uéed fér the domestic market ranged from 5 to 25 percent for ma?hinery
earmarked for general destination exporg and 15 t¢ T5 percent fbr export tc
:.ropica‘.l ccuntries. These supplements were inereased in 1964 and revised

again in 1967, 1973, and in 1975.l The unweighted averaéé supplements_

established in 1964 were 24 percent for general destination exports and 58

1'I’h(-. evolution and operation of this system are described in deteil-in
Treml, "The Inferior," 1981.
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percent for tropical exports and became 28 ;nd LY percent, respectively,
after the 1975 revision.l | |

The exact nature of the differences between general destination and
tropical exports is no£ clear but the evidence suggests that the desiin;tion
is not the real issue but that the two categories simply represent tgc
gradeé of guality. In any case, it appears that practically'all maéhinery

prcduced for export undergoes scme improvement and modificaticn necessary

to meet world guality standards and that the additional costs are ccvered

by price supplements. It is probably safe to assume that, on the aﬁerage,

the special export price supplements range between 30 and bOlpercenL of the
enterprise price for cpﬁparable machines produc;d fof the domestic market.l
There is efidence Lo suggést that consumer appliances and chemicals, and
possibly cther manufactured'goods p}oduced tor export, are elso subject to
similar special price supplements. h

The second method ‘of setting domestic prices for export goods consiste

of estadblishing fixed prices at levels higher than prices for comparable

domestic goods and announcing these prices in special export price catalo;s;

Such catalogs have been issued for petroleum producis, lumber, wocdworking

products, and possibly other goods.2 The rules governing the setting of
: /
these prices are not kncwn, but the available descriptions of quality

standards and prices for lumber and wecdwerking products clearly show'the

same pattern as in the case of machinery: 'gocds produced fer éxport are

-

lsupplement rates are aveilable for 88 machinery groups for 1964 and for
over 100 groups for 1975. Tests indicate that the average rates are rather
insensitive to alternative weighting schemes.

2Fcr prices on lumber and woodworking products produced for expert see
Bursin, Tsenccdrazevaniye, 1977, pp. 64-T78, and Kanevskiy and Shaytanov,
Lesncy, 1975, pp. 196-203.
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dairy and meat products. Food products are subsidized threcugh & system in
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expected to meet higher gquality standards and are pricedlat 2 higher level
than comparable goods produced for thé domestic market.

One problem concerning the domestic pricing of experts must be ncped
but cannot be resolved in this study is the treatment of subsidized
products. Soviet industry prcduces a number of goods that are,subs}dized
by the state dbudget, such as certzin types of children's apﬁarel, éoneboohs,'

and a whole range of food products, with particulerly high subsidies on

which the prices paid by industry for agricultural raw materials are lower

than the prices received by'agriculture, i.e., state procurement agencies

pay high prices Lé agricultural producers and sell Lh; procured materials
tc processing industries at substantially lower prices, viih Lhe'd;fference
being covered friom the stéate budget.l Although the So&iet Union is not &
ma@cr exporter cf prccessed foods, it does expert some goods tha£ are cn
the list of subsi izeq\produéts. |

- The system of focd sibsidies was introduced tc increase th§ incemes of
agricultural producers without raising the retggl.prices paid by consumers.
Clcérly,.the resp;aint displayed by the Soviet authorities in connection
with retail price;‘on food would be.less necessary in the pricing of food
products earmarked for export. The food industry could conceivadbly sell -
its préduct§ to export agencies at prices that wbpld recoup the initial
subsidy. However, it would seem that the accounting and cost controls for
such a system cf pric;s would be too ccmplex and ?efhaps unu;rkdble. In

the absence of any reference tc this prodlem in the literature, it is

-

- Treml, Agricul tural, 1978.
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assumed@ here that foreign trade organizations buy processed foods at the
general enterprise price level (i.e., subsidized) plus export price
supplements, if any.
: , .
The setting of domestic prices for imported gcods is equally complex, o

and & number of issues are not clear. As in the case of exports, the
statement that the domestic prices of imported goods are set at the level
of prices for comparable gocds produced domestically is not true for the

majority of imports. There are two groups of 1mpofted commodities

. distinguished by differences in pfice setting rules.

&

In the case of consumer goods, the rule of septing prices oﬂ'imporied
goods at the level of comparable domesticaliy produced goods is ignored for
the most part; official announcements of domestic price increases A
simply justify these increases by the rise in prices on Qorid markets.
This recently happened to ‘prices oé coffee and cocoa and a number of other
products. Similar direct links between world market prices and domestic -
import prices have been observed even in cases of some intermediate
producer goods such as"paper.1 Despite all the évidence of interdependence .
between domestic and foreign prices on imported goods, however, there is no
mention of such direct links in the Soviet economic literature. Domestic
prices are apparently set on an ad hoct basis by the State Committee on
Prices and the Ministry of Foreign Trade, and iinkage'to foreign trade
priéeé is not automatic but is only one factor taken into account. For
example, Soviet regygl prices on flour, bread, and refined sugar hav;
remained constant despite fluctuations in world prices of grains and raw
suga}. In most ;aseé, however, imported consumer goods are prices higher
than similar domestic ones.z | . | i

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

prices for comparable domestically produced machines is complicated by the

]See Treml, "Foreign,' 1980, pp. 192-193.

Supplementary distribution cost ﬁarkups allowed on certain imported items
(Zav'yalkov, Tseny, 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 maﬁy,
if not most, cases the reason for importing & given machine is that Soviet
industry does not produce it or produces it in insufficient numbers and
thtrefofe, prbbably, at a "temporary"” price. Such item-by-item cémpérison
is 8 difficult and time consuming task. This method is still beigs
presented in the general 1i;erature as the basic approach, ‘but tﬁ; ac&pal
practice of setting domestic prices uﬁs simplified in 1960 when the Staté
Committee on Prices introduced average ccnversioﬁ ccefficients for
@ifferent machinery groups to be applied to the “foreign trade prices" cf
imported machinery.l In this method, the pfice for an importéd machine
paié by tg; U.S.S.R. Ministry of Foreign Trade or one of its sgents is

first converted from the foreign monetery unit tc "foreign trade rubies”

on the basis of the official exchange rate set by the U.S.S.R., and this
ruble price, now referred to in Soviet literature as "Jfakturnaya sicimest'”
or "fakturnaya tsena,"z,is then converted to a domestic price by means of
one of the special céhversion 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 conversion

coefficients was -established and has remained in effect to the preSent.a

’
JShapiro, Smetnyy, 1968, p. 108. The resulting domestic prices are not
necessarily equal to those of domastic analogs. For example, certain types

of 0il industry equipment cost two or more times as much as similar domestic
equipment (Samedli and Karysheva, "ImprOV1ng," 1981, p. 32).

2These terms are of relatively recent vintage. See Mukhin and Grn.gor ye\'
Uchet, 1979, p. 124, and Shapiro, Smetnyy, 1968, p. 108.

3Sce Kestinsky and Treml, Foreign, 1976, p. 11. :

l‘T}u-. basic coefficients introduced in 1967 were referred to in 8 1970
source (Shelikhev, Spravcchnik, 1970, p. 54) and in 1974 (Grinev, “The

- Eccnomic," 1974, p. 32). Apparently new conversion coefficients for

machinery imported from CEMA nations were introduced in 1974 but were
subsequently withdrawn without explenation and the 1967 set was declered
tc be still in effect in 1977 (Shepirc, Smetnyy, 1977, p. 10%).

41
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Presumably, the individual coefficients vega to remain unchanged unless
either the foreign trade price of the imported machine or the domestic price
of the Soviet counterpart changed by more then 10 percent, 15 which case

the State Committee on Prices would adjust the conversion coefficieﬁt.

We do have & relatively large sample of these 1967 coefficients in cne
Soviet source.l They range from a2 low of 0.5 tc & high of 2.0, forfan' )
unweighted mean of 0.92 for 159 txpes of machinery. The spread is relatively
narrow, with 112 types falling within 0.8-1.2. Scme imported machinery items,
particularly prctotypes of new mocdels, ere still priced on an ;ndividual
basis with rather high ratios. It is impossible to ésébrtain the share-of
such machines in tctal imports‘but it i; frcbably rélatively émail, ﬁﬁé-we
can assume #ssu#pticn that the average‘éonversionAcoeTficient introduced |
in 1967 was about 0.9 for all types of machinery. |

Following the devaluation of the doliﬁr, the Soviet Government asnncunced
in 1972 that the policy of_fixed exchange rates between the ruble and Western
currencies would be disconlinued, and that henceforth exchange rates vculd
be adjusted periodically by the U.S.S.R. State Bank. The rate for 1972 wa;
set at 0.826 rublei per(dollar,é implyiné ﬁ O percent appreciation of the
ruble. The exchange rates between the ruble and the currencies of the

Sccialist Bloc remained unchanged. The rudble exchange rates set by government

fiat do nct reflect the relative purchasing pewer of different world

1Sl'u:.;,z.'u-o, Sme tnyy, 1968, pp. 109-113. The sample does not appear to be
sufficiently comprehensive, omitting such maJjcr machinery groups as
metallurgical, mining, and agricultural equipment and radio-electronic
products. Thus calculation of a weighted average does not appear tc be
warranted. However, with most of the coefficients falling within the
narrow range of 0.8-1.2, the weighted average would not be significantly
different from the unweighted mean of 0.92.

®Pienemicheskaya pazeta, No. 49, December 1972, p. 21.
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currencies. Nevertheless,.éhanges in the officiel exchange rate would
gutometically lead tc adjustments in the magnitudes of the ccnversion
coefficients emplcyed by Scviet statistical agencies to derive the domestic
; = _ _ . _ o . 7
prices of imported goods. ~5
If the 0.9 average conversicn coefficient for'all machipery iqports
glsc applied to imports from the West, then alter the devglﬁation of the
dollar the conversion coefficient for the latter would increase by 9 percent
ic 0.98; The average coefficient fof ell machinery imporis would rise Lo |
reflect this but the increase would be smaller since in 1972 only about 25
percent of machinery imports came from the West. The.reméindgr of Scviet
- mackinery i#ports came ffom thé,Socialist Bloc countries for which the
exchang; rates, and therefore convgrsiogAcoefficién;é, feﬁained unchanged.

-

_The changes in the average machinery import conversion coefficient resuliting

~

from changes in the cfficial ruble/dollar exchange rate are caléulatsd in
tadble 2. =

The adjusted average conversion coefficients for machinery imports
tadbulated in tadle 2 are still only a first app;ox{mation,.since they
refiect only changes in the socialist-nonscciaiist share c¢f imports and
the effects ef depr;ciation of the dcilar with respect to the ruble, The
true coefficient would alsc be affected by changes in the structure cf
impo}ts, and possibl& by periodic adjustm&n;s in individual coefficignts.‘
How;ver, in.ﬁll probability mcsi of these changes are minor or would tend
tc cancel each other. The ccefficiénts in table 2 are close to‘unity,
wvhich seems reasonable since several specielists in Soviet Toreign trade
report that by the mid-1970's the conversion coefficients for machineryv

impecrts were indeed equal to unity-l

1 : "

Pekshev, "Specialization," 1978, p. 87, and Shashayev, "On Estadlishing,
1576, p. 115. It is also-interesting to note thal in an experimental input-
output model projected into the 1970's and 1980's, economists of the Inmstitute
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Table 2. COEFFICIENTS FOR CONVERTING THE VALUE OF IMPORTED MACHINERY
FROM FOREIGN TRADE TO DOMESTIC PRICES:

1972 TO 1978
Share of imports .
rube facazar | £7OR the West in | FIELE
Year total machinery -
exchange 2 ecnversicn
A imperts i s N
rate coefficient
(percent) . |
b 7= .824 24,7 - .638 .
1973...... 9 s S § oe s .T39 . 27.0 STz
b= ¢ "SR e e e wie e e - .T56 32.1 o7k
B £ T, ceesses . .T20 40.2 1.007
b (= £ T T . .T5% _ L2.1 .920
A9 T T sssspanavninsse 5o s, 8w 0 o .T36 38.9 . .9G5
A9 v s A R L S . .681 36.9 1.02%

10IA, KTAC, Handbeck, 1980, p. 54. It is assumed that other Western
currencies meved ccrrespendingly

*Eased en published Scviet foreign trade data. The value of machinery
imperied from the West was derived by subtracting the value of machinery

impcrted from the Sccialist Bice frecm the value of tctal machinery impcrts. - -

'Derived as the weighted average of a constant value fer the coeffizient
fer imperts frem the Sceialist Blos (0.S) and & changing coefficient for
imperte from the Western ccuntries, with the weights determined by the :
respective shares in teotal machinery imports. The average value sc derived
was further adjusted upward tc reflect special commissicn fees collected by
the Ministry of Fereign Trade. According tc 1958 and 1970 scurces, this -
cemmission was 2 percent (Shelikhov, Spravcchnik, 1970, p. 5k, and Shapirc,
Sme tryy, 1966, p. 108), while a 1977 source (Shapiro, Smetnyy, 1977, p. 105)
repcrts it as 1.7 percent. Not knewing when the rate was changed, we used
2 perecent for 1G672-Th and 1.7 percent for later years.

Not much can be said about the rules geverning the setting of prices for
imperts cther than machinery and consumer goods. What ljittle evidence there
is suggests that the applicaticn ¢f fixed coefficients for cenverting fereign
trade prices tc domestic prices, which is the dasic rule-fcr price setting"

in machinery imports, is nct used cften fer other precducts. The Ministry of

Fereign Trade and the State Cocmmittee cn Prices meet pericdically and set

of Eccncrmics of the U.S.S.R. Academy of Sciences alsc used 8 one-tc-cne
ccrrespendence petvegn dcmeetic and fereign trade prices fer mechinery
imperts in the mid-1970's (Belkin end Geronimus |[Eds.), Mcdel', 1978, p. 252).
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prices for importe@ goods, publishing them in import price catalcgs. We
know of such catalcgs for coall and for wocdworking product,s.2 In the
1967 price reform & tetal of LO price catalogs fixing domestic retail prices

for imports were puhlished.3

However, the methodology for establishing
these prices has not been discussed in the availadble literature. é?ricing
practice in the case of machinery importes and other indirect ev:d;nce
sugg;sts that prices cn imporneé goods are set higher thanvpfices on
comparable demestic goods. The strong evidence for ggnerally lower standards
cf quality in Soviet domestic prcduction discussed abeve would explain why
demestic prices ¢f impcrts would rationally be set at higher levels.h A
r;cent Séviet boék simply states that "dcﬁ;stic priges 6n importéd goods are

stt by anaicgy to prices cf domestically produced gcods but at -scmewhat
higher levels.“5<

It shculd be added that whatever may be the methods of setting demestic
prices fer imported goods, fluctuaticns in world market prices are alsc
taken intc account in additicn to Other factcrs. In the case of machinery
the link to external prices through the fixed conversicn coefficients
described above is direct and strong. P;ice Chanées in Scviet consumer

trade and even in the arca of scme nonmachinery prcducer goods suggest the
’

same tendency.

lShapird, Sme tnyy, 1977, ﬁ.'277.

2Bursin, Tsenccbrazcvaniye, 1977, p- T8.

3Ture:.sk5y, Tseny, 1969, p. 259.

l‘Se:(». Stclyarcv, O tsenakh, 1963, p. 162; in the third editicn of the same
beek (1959, p. Ll) the author stresses the impertance of quality differences
in the domestic pricing of impcrts. Fer some specific price differentials
showing that impcrted gecds are priced much higher, see Pcsev, no. 4, 1080,
p. 9.

Splotnikev and Gusarov, Metcdika, 1975, pp. 33-3L.
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As was ncted earlier, the differences between Scviet foreign trade
with the Socialist Blcc and Scviet trade with merket eccnomies do not
concern us in this study. Input-cutput tables and national income accounts
reccéd exports and imports regardless of destihationvor point cf c;igin, and '-:
the focus of this study is cn the tctal value of expcrts and impb{ps in
domestic prices. This is not to deny, of coursé, that such.diffe£ences
exist.'.As a rule, prices cf SoQiet exports tc other members cf the Sceoialist
Bloc are lewer in external or foreign trade rubles than prices cf similar

Scviet exports to market economies. In fact, prices cn most Soviet exports

tc other socialist ccuntries are determined as 5-year moving averages cf
L E

world market prices;-during pericds cf rising werld market prices, they

would iherefore be lower.

However, there is no evidenéc.to suggest that £h= mechanism cf Setting
domestic prices for Scviet exports tc ana imperts frem the chialisn Blce
€iffers in any significant way from the general mechanism described above.
It is, of course, possible that the guality cf cgrba;n gocas manufactured
in the U.S.S.R. for export to the socialist countries is lower than the
quality cf similar goods earmarked fcr export outside the bloc. TFer examzle,
the state sbandar&s fér lumber exports prescridbe three quality levels: one
fcr the capitalist ccuniries cf Western Eurcope, cne for "Mediterranean and
scunhgrn ﬁarkets,f and the third for‘dcmestic use, with the latter being
applicablé to "the majority of socialist ccuntries."l |

Conversion coefficients used to determine domestic prices on imported

machinery, and pcssibly cther gcods, djf{er depending on the point.cf crigin.

It appears that domestic prices fcr machinery impecrted frem socialist

lKanevskiy and Shaytanov, Lesncy, 1975, p. 22 (see also pp. 196 and 202).
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countries are determined by application cf fixed conversion coefficients
(usuelly > 1) tc external prices, while in the case of machinery imported
from market eccnomies the domestic price is equated with the external price,

k]
i.e., the implied conversion coefficient is eqgual tc 1.

)

But for the purposes of this study these differences do not matter.
In most instances, the values of feoreign trade transactions in fc;eigﬁ ‘
trade prices represent a mix of Prgnsachicns vith_different trading
partners, and average external-to-internal price conversion coefficients

Two additicnal factors shcould be mentioned in connsctioﬁ with methods
of fixing dcmestic prices for impecrted goods: customs duties an§ turncver
taxes. The Soviet Unicn has a system cf customs duties with ad valcren
rates ranging f}om zerc.ﬁo'so bércent oﬁ imports froz countries that have
extended and most-favoreq-naticn clause and higher rates for coﬁntries_thgt
have nct..l Neither the role of these duties nor the rules governing the
establiishment of rates‘are clear. It might well be argued that'theée duties
are almost meaningless in price analysis. The U.S.S.R. impcrts a certain
prcduct, paying for it Rz dcllars and selling'it a£ home fer Pb rudbles. .
Presumably the Py price is determined by the domestic price cf a cgmpa:able
prcduct and has no relationship to the foreign trade price, whether the
latter is expressed in dcollars or in foreign trade rubles, or whether it
includes custems duties cr not. The Miﬁistry Af Foreigﬁ Tradé andé

ultimately the state budget will receive the difference between the two

prices, i.e., Fﬁ - Pf' labelling it "special earnings cf foreign trade."

k|
MVT, Tamczhennyy, 1671, pp. T-15. The 50 percent rale applies tc

Jewelry and precious stecnes, and this is an exception--most rates are in the
5~10 percent range.
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”he fact thet this difference may ccnsist of bcth special earnings end
customs duties does nct matter in price setting. It is pcssidble that
customs duties were intrcduced by the U.S.S.R. simply to give its fcreign
)

trade agents some leeway in'bargaining with their trédingvpafcners.

As was stated abcve, the textbook descripticn cf the method of .

.
. -

"determining domestic prices for imperted gocés calls for setting them at

the level of prices for comparable domestically prcduced goods, including

turnover tax when applicable. A literal interpretaticn of this rule would

~mean that, if a domestically produced good is prices at Pﬁ and the tax on

this good is k percent of the price, & similar percentzge would be ccllécitd
cr. the sale cf a comparably priced‘iyportsd gocd. This intﬁrpfetaticn,
hcvevgr, arpears to be inccrrect since in practice gcme large commodity
groups, such as imported distilled sp;rius and tobacco nrc“ucts, are
specificaily éxeﬁét frem turnover tazes.l One possible explanaticn is that
the exempticn is used whenever the retail rrice for a domestic good is not
high encugh tc cover the turnover tax, the customs duty, end the ccst of

the good to the Ministry cf Foreign Trade. This can dbe illustrated with an
exa.n‘e 1nvc1ving Lhe price of beer. In the eariy 1970'5.Lurncver taxes
coemprised 66 percent cf the retail price cf standard Scviet beer, which was
abcut 0.50 rubles per liter, sc the wholesale enterprise price was adout 0.17
rubles. In 1975 the average price of imported beer was 0.26 rubles (in
fcreigﬂ Lrade prices), uhich shculd be adjusted upward by 25 pe*cent to

account for the customs duty, to 0.33 rubles per liter. C'lea.rly, there was

lMiroshchtnko, Gcsudarstvennyye, 1678, p. 66; Scrokin and Abramcva,
Nachisleniye, 1978, pp. 65, 76-78; and Yevdokimov, Kentrel’, 1974, p. 53.
There seems tc be some confusion with respect LC turncver taxes cn tebacce
prcducts. Yevdokimov says that imported tcbacco preducts are exempl fro:
the tex while Sorokin and Abramove indicate that they are taxed. :
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no room left for & turnover tax, unless the retail price of the imported
beer were set much higher than 0.50 rubles.

Some imported commodity groups such as textiles, knit goods, and
vegeteble oils ﬁfe‘taxed,l and the qﬁeSL:ou is whether the turnoJer.taxes
levied on these gocds are treated a&s real taxes, tiat is as payments
channelled directly tc the state budget, or are used merel& [:*.zhe.purpbs;
cf calculating retail prices. This questicn is impcrtant only for the
proper identificaticn cf elements in the "special earnings of foreign trade.”
Dces the entire difference betveen imports and exporte in domestic prices
(M - P ) accrue to th‘ Minlstry of Foreign Trade, cr doés a cértain‘
pertion cf ”d bypass the Ministry and go d;rect;y intc the state bddgetf
Unfortunately, thg Questicn cannct be answered here. The whole area of the
reiationship between foreign tfé&e crganizations and the state budget is
tot cormplex to be investigated fully in this study. We may simply note

that ornly a small share of Soviet imports consists of ccmmodities subject

Lo turnover tax,a and somt of these are specifically exempt. One of the

lMiroshchenko, Gesudars tvennyye, 1976, p. 89.

2An accurate calculation c¢f turnover texes ccllected on 1972 imports is
virtually impessible, and the rough estimates that fcllow are made tc give
some general idea cf Lhe relative order of magnitude. The tax rates used
here are averages taken from Tretyakova, "Nalog," 1978, and demestic values
deriv&d elsewhere in this study. The estimates are broken into four
cmmodity groups: ¢
.&. The machinery greup includes sewing machines, refriseratcrs and cther
ccnsumer appliances, electrctechnical consumer products, musical
instruments, and motcrcycles. The 1972 value of imports of these
commodities, 116 millicn fcreign trade rudbles, is converted tc
dcmestic prices on the basis of a coefficient of 2.0, and an average
tax rate of 30 percent is used. Thus, 116 x 2.0 x 3 = 70 milliecn -
rubles.
b. Furniture impcrte in domestic prices amount tc 626 million rubles
(table 23, below). Thic is arbitrarily reduced to 500 millicn to
acccunt for furniture not taxed and for furniture delivered tc ccnsumers
wvho do not pay taxes. An average rate of 20 percent yieclds an estimeted
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