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ABSTRACT
A COMPARATIVE STUDY OF THE LINKAGES IN
THE DEVELOPMENT AND USE OF SELECTED

AGRICULTURAL AND ENERGY RESOURCES
OF THE USSR AND THE USA

By

Abiodun O. Oriyomi

The change from human and animal energy use to
petroleum, natural gas, coal and electricity energy
sources in agriculture has been a phenomenon in both the
USSR and the USA. This study was designed to explore
this change 1in several dimensions. In so far as
possible, observations from the literature and personal
experiences were advanced to explain the similarities and
differences 1in the use of energy in the crop and
livestock sectors of these two countries.

Findings of this study show that the change from
human and animal energy to other sources has been
spectacular in both countries. About 20% of the labor
force in the USSR (2% in the U.S.) is in agriculture, the
USSR in recent years has increasingly used certain of its
energy resources in agriculture. Both countries use

large amounts of natural gas for nitrogen fertilizer



Abiodum O. Oriyomi

production. The increase in use of energy 1in most
agricultural sectors in the U.S. has reached a peak, but
there are still opportunities to increase the use of
energy in the USSR. This is true in fertilizers and in
more modern fleets of tractors, combines and trucks. It
does appear that increases in energy use in agriculture
in the USSR is on a trajectory that may bring it close to
rates used in agriculture yet this century if certain
obstacles and impediments can be removed.

Data for more detailed analyses on this topic was
not available. More specific data on the machinery
inventory in terms of age, horsepower, size, and energy
consumption would have been very helpful. As more
openness occurs, it may be possible to gain information
about why a large percentage of the labor force remains
in agriculture, why more fertilizer production is not
resulting in significant increases in crop production,
and what kinds of obstacles remain in the delivery
systems in getting energy to the farms in the USSR.
These are truly exciting research opportunities that may

become available in the future.
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CHAPTER I

INTRODUCTION

This study is concerned with the question of
providing a wide-ranging survey of the past and present
situation of the agriculture and energy sectors of the
economies of the United States of America (USA) and the
Union of Soviet Socialist Republics (USSR). No pretense
is made of constructing a complete picture of either the
entire Soviet economy or that of the United States.
Rather, the <concern is primarily looking into the
developmentl process as related to the agricultural and
energy resources,2 and within this process, to focus on

the linkages in the development and use of some selective

l1as a normative concept, "development" implies
choices about goals. It is often used interchangeably
with the concept of progress and growth.

2

According to Randall (Alan Randall, "Resource
Economics," An Economic Approach to Natural Resource and
Environmental Policy (2nd ed.) (Columbus, Ohio: Grid
Publishing Inc., 1986), a resource is something that is
useful and valuable in the condition in which we find it.
In its raw or unmodified state, it may be an input into
the process of providing something of value, or it may
enter consumption process directly and thus be valued as
an amenity.




agricultural and energy resources of the USSR and the
USA.

The current pictures of the U.S. and Soviet
economies are one of economies that have reached their
present position by driving ahead fairly steadily in
their distinctive ways. Each national system is at least
in some respects, peculiarly distinctive and unlike any
other. Each has achieved some combinations of results
including those both favorable and unfavorable. Yet
Soviet economic performance is not satisfactory in the
eyes of the Soviet Authorities, nor is it impressive in
comparison with the economic performance of other
successful countries, such as the USA.

This study will first present economic-historical
trends of both economies of the USA and the USSR with
regard to their energy and agricultural sectors. Second,
the study will probe into the use of selective energy
resources in agricultural development and their
respective linkages in the development of both economies
with emphasis on the Soviet experience, modified where
appropriate by the effect of recent occurrences in the
Soviet Union, such as "Perestroika," which, on the whole,
has brought only minimal improvements thus far.

By trying to evaluate the economic systems of the
USSR and the USA by isolating the performances of the

agriculture and energy sectors, the number of observed



unit of analysis are ordinarily too small for the
application of statistical analytical methods and also,
many of the factors at play are difficult to quantify.
Especially in the Soviet Union, it has been shown that
performance, itself, 1is not a clear-cut quantifiable

notion.l

Problem Statement and Study Objectives

It is the task of the field of economics usually
called "Comparative Economic Systems" to describe how
national systems differ and to explain how and why these
differences come to be. Such studies seek to reveal why
one system has produced one set of results and another a
different set. It attempts to speculate upon how éach'
system might be altered, perhaps by making the system
more like or less like some other, so as to produce a
somewhat more favorable combination of results than those
already achieved.? It also tries to indicate how
alterations, if made, may create a less favorable outcome

than that presently enjoyed.

lThe reader is advised to treat the tables and
numbers used throughout this study as indicators of
trends; for all other purposes, they are best considered
approximations and used with caution.

2M. C. Schnitzer and J. N. Nordyke, Comparative
Economic Systems (Chicago: Southwestern Publishing Co.,
1983), p. 3.




One thing stands clear though, the USA 1is an
economic power and giant in a true sense of the words,
much as the Soviet also stand out in an enclave of its
own. The U.S. advantage in the past and present has
always been in the matter of agriculture. Industry and
its growth have shown to be fairly tolerant as to forms
of organization.

This study is a probe into the imbalances that
exist in the past and present development and use of
resources in the agricultural and energy sectors of the
economies of the USA and the USSR, spanning the time
mostly between 1960 and the current period. There is
numerous literayure attesting to the existence of a
number of disparities between the development and use of
the agricultural and energy resources of the USA and
USSR. Particularly in these two divergent socioeconomic
systems, one finds significant differences in the levels
of development attained by these principal economies.

The energy and agricultural sectors have been
chosen for a comparative study because of the significant
roles of both sectors in the past and present development
of both countries. Primarily, all other developmental
efforts and achievements of various economic goals in
both countries (USSR and USA) have been related directly
or indirectly to the progress made 1in these two

fundamental sectors.



To describe and explain these basic national
settings with a focus on the extent of energy use in
agriculture in the economies of the USA and the USSR, is
the overall objective of this study. More specifically,
this objective can be subdivided as follows:

Objective 1: To identify the differences in the

Tevel of development and wuse of selective

agricultural and energy resources of the USSR and

the USA with emphasis on the periods from the
1960's until present time.

Objective 2: To identify the trends in growth rates
and national disparities in their wvarious
planning periods with regard to development and
use of these selective agricultural and energy
resources (contingent on availability of
pertinent data).

Objective 3: To identify the major problems of the
two countries in terms of energy wuse and
efficiencies (or 1inefficiencies) in selected
agricultural production sectors.

Objective 4: To suggest measures for improving on
existing strategies for securing an improvement
in current situations in both countries that
might generate a better energy use performance.

Brief Literary Precedences
and Need for Study

The history of agricultural development and
reasonable indicators of energy development and use in
the USA have been highly documented. Relatively, the
pattern of resource development in the USSR, though an
inchoate field of inquiry, has always attracted a

considerable amount of scholarly attention.
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Already, three principal historiographical trends
have emerged:

The first strand involves studies of the economic
history of the USSR that are included in the general work
of development in East Europe, such as the work by Robert
Deutsch,l where he looked at a comparative relationship
between food and politics in the countries of Eastern
Europe with emphasis on the current food revolution as
part of the modernization process.

The second strand deals with the specialized
aspects of the economy, namely, the political system
holistically, the marketing trends, and reactions to
visible economic changes in this current age of reforms,

such as the work of Thane Gustafson,2

where he looked at
the politics of Soviet energy under various Soviet
leaders and a discussion of the Soviet energy crisis amid
plenty.

The third strand is directed toward an assessment
of the ever-changing performance of the Soviet economy in

the current breeze of changes called "Perestroika" or

"Restructuring.” Detailed discussion on this aspect with

lRobert Deutsch, The Food Revolution in the
Soviet Union and Eastern Europe (Boulder, CO: Westview
Special Studies, 1986).

2Thane Gustafson, Crisis Amid Plenty--The
Politics of Soviet Energy Under Brezhnev and Gorbachev
(Princeton, N.J.: Princeton University Press, 1989).




reference to agriculture can be found in the works of
Josef C. Brada and Karl Eugen Wadekinl on the Socialist
Agriculture in Transition, with numerous other academic
contributions by various scholars of Sovietology,
evaluating the current reforms and changes Dbeing
introducéd in the USSR. The major focus has been on a
comparison of the Soviet experiences with the successes
of the Chinese and Hungarian reorganizations and some
other reforms in the other socialist countries, such as
German Democratic Republic, Vietnam, Yugoslavia etc.

(Socialist Agriculture in Transition, 1988).

The works of scholars, such as Marshall T.
Goldman, Robert Legvold, Milton Friedman, Martin C.
Schnitzer and James Nordyke, Alan G. Gruchy, Robert Ww.
Campbell and Thomas Ferguson, to mention a few, provide
useful statistics on political histories, economic
trends, the coming of age and maturity of both the Soviet
and American economies. They also contain detailed
information on the mechanisms for doing a thorough
comparative analysis of market vs. nonmarket economies,
and the impact of government policies on resource

development and use. It would, nonetheless, be

1Josef’ G. Brada, and Karl-Eugen Wadekin, eds.,
Socialist Agriculture in Transition--Organizational
Response of Falling Performance (Boulder, CO: Westview
Special Studies, 1988).




interesting to know the changes that took place in the
patterns of planning prioritizing, and different forms of
integration of the networks of the various sectors of the
economies and their implications not only for the economy
of resources, but the political-economy impact as a
whole.

Perhaps the most authoritative work on the
comparative analysis of the economic history and
development of the USA and USSR, engrossing the role of
resources in their various stages of development are the
work by Wilson Clark (1975),l concerning the USA,
detailing past and current concerns of energy use and
changes that ought to be made to survive the pressure of
the future; and the work by Michael Ellman,2 detailing
the historical trends that culminated in the present
precarious state of the Soviet Economy and lead to a
focus on the changing events in the present stages of
"Perestroika" or "Restructuridg." Attempts are made at
synthesizing eras of planning and developmental stages in
both systems, examining political trends, capital

formation, and the ways in which the systems of

1w1lson Clark, Energy for Survival: The
Alternative to Extinction (New York: Anchor Press,

1978).

2Michael Ellman, The USSR in the 1990s--
Struggling Out of sStagnation, Special Report No. 1152
(London: The Economist Intelligence Unit, 1989).
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government operate. There is a focus at the kind of
influence that the different political structures have on
the performances of the alternative political-economic
institutions. 1Indeed, their work is to be welcomed as a
pioneering attempt to grapple with the burning issues of
economic development and role of resources. It will
definitely provide the stimulus for further research on
this subject.

However, the above-cited works, and numerous
others, do not account for the ever changing nature of
the energy and agricultural sectors of both economies.
Instead, such discussions are entrenched in the massive
analysis of the holistic operations of the economic
system of the USA and the USSR. Furthermore, there is
little information detailing the 1linkages between the
energy and agricultural sectors of both economies that
have evolved in recent years, and no detailed empirical
analysis of changes in the role of energy in agriculture
of both economies is readily available. It is in light
of this that the following research questions are raised

for examination.

Research Questions

The following major research questions are sought

to be answered:
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Question 1l: What are the objective indications
which show significant disparities in the level
of development in both the agricultural and
energy sectors of the economies of the USSR and
USA?

Question 2: How have these inter-country dispari-

ies grown over the years and various planning

periods in the USSR and the development of the
USA?

Question 3: What (if any) are the existing
similarities and differences in the levels of
energy use and energy efficiencies in agriculture
in both the USSR and USA?

Question 4: What measures can or should be takeg
for closing the existing "performance gaps,"
toward securing balanced economic development
along scientific 1lines and relaxing of the
bureaucracy in the USSR to generate a better
performance in the near future?

Method of Approach

This study employed the historical, descriptive,
and empirical methods of research in most parts. The
source of information included books, official reports,
materials collected from state archives, national
libraries, firsthand information from personal
experiences, and visits to some administrative offices,
such as the USSR Embassy in Washington, D.C.; the offices
of the Economics Intelligence Unit in New York, Economic
Research Services of the U.S. Department of Agriculture

in washington, D.C. and empirical evidence collected from

lwperformance gap" 1s said to exist when "what
ought to be" differs from "what is" in the expectation of
performing a given role.
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selected nonofficial sources, regarding the various major
activities of resource development in both the USSR and
USA in past and recent years.

Besides the published and unpublished documents
available in the United States, various bibliographies,
books, periodicals, and newspapers relevant to this study
were used as sources of information. A comparative study
of the problem with regard to use and development of
agricultural and energy resources and the effective
linkage of energy use in agriculture in both the USSR and

USA were made.

Organization of the Research Topic

This study 1is presented in five chapters.
Chapter I includes an overall perspective, introductory
remarks, the study problem and objectives, brief literary
precedences and need for the study, the research
questions, method of approach, and the scope and
delimitation of the study.

Chapter II contains empirical research into the
economic-historical trends that shaped the current
economic stands of the USA and USSR. An attempt was made
to grapple with past developments over time in order to
identify differences in the structures, to point out, if
any, objective indications that might show any
significant disparities in the level of development of
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the general economies of the USSR and USA. This is done
by a comparison of the level of growth of their GNPs and
selected indicators, for a better understanding of their
general economic orientations, comparison of productivity
and growth figures for past and recent years (as
available), in an attempt to answer Research Question 1.
There is a probe into the various national goals set for
the near future with regard to their agriculture and
energy sectors.

Chapter III is a descriptive analysis of recent
achievements in the use of the energy and agriculture
resources of the USSR and the USA toward a fulfillment of
their various goals, by comparing trends in recent
developments, to determine if there exists indicators
showing any widening or narrowing of disparities (as
identified in Chapter II above) over their recent periods
of economic growth, with regard to development and use of
their energy and agriculture resources since the 1960's,
in answer to Research Question 2.

In Chapter IV an attempt was made to answer
Research Question 3 by evaluating the performances of
each economic system in the use of the available energy
resources with respect to agricultural development, and
look at the means that might be used to close any
identifiable "performance-gaps" as identifiable in both

sectors of the economies in earlier chapters.
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Chapters V and VI concludes the study topic with
a probe into the future, suggested propositions toward
securing a balanced economic development with regard to
the use of their agricultural and energy resources, in
answer to Research Question 4. Suggestion for future
research needs are forwarded that could better shed more

light on our understanding of the topic in discussion.

Scope and Delimitation

It was not the purpose of this study to defend
any existing school of thought; rather, it intended to
unravel the tangled skein of available data and
information toward finding a reasonable explanation for
the present performances of the delineated socioeconomic
system of both the USA and the USSR as related to the
energy and agricultural sectors and their interaction.
There has been, and continues to be, a tremendous change
in the political situation in the USSR, having a massive
effect on the economic development and, consequently, the
agricultural and energy policies, thus further limiting
the accuracy of any attempted prediction or prognosis.
This study addressed these lacunae from a twofold

perspective.
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First, the relationship between central planningl
and allocative efficiency was examined in the context of
the economy of the USSR, trying to achieve the one
overriding goal of coming out of a stagnant stage in
their economic progress. No pretense was made of
constructing a complete theory of a centrally planned
economy . Rather, the aim was much more limited. This
study was concerned only with the problem of agriculture
and energy resource allocation and use in the development
process. Selective agriculture and energy resources were
examined with more focus on the period from the 1960's to
the present.

Second, in relation to the above perspective, it
is recognized that no economy does a perfect job of
allocating resources. The important question is, what
type of economy has the least misallocation? comparing

the USA and USSR.

lCentral Planning is defined as a prospective
national account, a representation of a future economic
structure whose basic economic flows and inner

connections are expressed in a statistical form. The
national accounts, understood in the restrictive sense of
accounts of independent material flows (excluding

services) are expressed both in physical and in monetary
terms.

21n this discussion, misallocation is defined as
inappropriate use of available resources and their
disposition, apportionment or wrongful assignment of
their uses for specific purposes to aid their economic
development. Many economists studying the Soviet Union

argue that central planning results in both technical and
allocative inefficiency.
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According to Gustafson,

Overlapping the problems of systemic structures
are those of process. The centrally managed
economy generates more targets than managers can
meet. The incentive system encourages them to
respond by giving priority to the targets that
will preserve their jobs and their incomes, which
usually means the gross output target or some
functional equivalent to it. The result is
imbalance, which must be reallocated through
constant corrections at all levels of the system,
which put still further pressure on managers.
The system in theory is planned and predictable;
in practice, it is negotiated and fraught with
risk and conflict for all the participants. 1In
theory, it concentrates control in the hands of
the leaders and planners; in practice, much of
the control is dissipated, except or the handful
of near-term fargets that the leadership chooses
to put first.

The author addressed planning mechanism,
government policies, and existing conditions of research
and development in both institutions in order to
determine the extent to which they have contributed to
the present performances as related to the delineated
sectors and periods of analysis.

Apart from problems stemming from the lack and
nature of raw data, this empirical study has to contend
with the above-stated limitations regarding the scope of
the performed calculations. This investigation did not

construct input-output tables nor attempt a measure of

lThane Gustafson, Crisis Amid Plenty--The
Politics of Soviet Energy Under Brezhnev and Gorbachev
(Princeton, NJ: Princeton University Press, 1989), pp.
308-309.
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the rate of technological change. Appropriate data for
this detailed analyses was not available. For instance,
it would have been helpful to have disaggregated data at
least to the regional 1level. The study, though,
discusses the constraints to the transportation of Soviet
energy resources. The purpose 1is to determine the
general pattern of movement for each of the main forms of
energy used directly or indirectly in agricultural
production (gas, coal, refined products, and
electricity), to evaluate the prospects for future

development and uses.



CHAPTER II

NATURE OF THE ECONOMIC SYSTEMS

General Economic Background

The USSR

Any description of the Soviet Union has to start
by emphasizing its sheer size. With an area of nearly
816 million square miles, of which less than a quarter
lies in Europe and the rest in Asia, it is the largest
country in the world in terms of land area and it is
larger than the United States and Canada combined. It
occupies the main northern éontinental mass of Europe and
Asia, with coastlines on the Black Sea to the Southwest,
Baltic Sea to the Northwest, Arctic Ocean to the north,
and Sea of Okhotsk, Bering Sea, and Sea of Japan to the
east (see Figure 1).

Norway, Finland, Poland, Czechoslovakia, and
Hungary are to the west, Romania to the southwest, and
Turkey, Iran, Afganistan, China, and Mongolia to the
south; there is a shorter border with North Korea in the
east and Alaska (United States) is to the east across the
Bering Strait and Japan to the southeast across the Sea
of Japan. 1In short, it extends from Finland the Baltic

Sea in the west to the Pacific Ocean in the east and

17
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covers approximately one-seventh of the earth's inhabited
land area. It stretches over 6,000 miles from west to
east and nearly 3,000 miles from north to south, with
nearly 40,000 miles of frontiers with 12 countries. The
land inhabited by the Russians and national minorities is
for the most part flat and cold, and less than half of
the land is tillable.

In metals and mineral resources, the Soviet Union
is considered one of the richest countries in the world.
However, 1its resources have never been put fully to use
because of great geographic impediments to
transportation. Climate, technology, and availability of
necessary capital among other reasons.

In population, the Soviet Union is a 1little
larger than the United States. Its population in 1985
was 278.62 million, compared to 239.28 million for the
United States. 1In one respect, though, the population of
both countries is similar because each consists of a
melange of different racial and ethnic groups (Appendix
A).

Recent happenings and conditions of the Soviet
economy are so much a product of the effect and results
of the Russian Revolution in 1917. Lenin was reportedly
impressed by the planning practices used in the United
States and Imperial Germany during World War I, and

looked to their experience for ideas to apply to the
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Soviet Economy.l This technique of the "“war-economy"
which has been retained in the Soviet-type economies,
have come to be the identity of a communist economic
system of central planning, although Marx had very little
to say about central planning.2 In 1989 the USSR
celebrated the 72nd anniversary of the October
Revolution; the upheaval which brought the Bolsheviks to
power. In this more than 70 year period, the USSR
experienced a number of radically different economic

systems.

War Communism (1918-21). This time was marked by

widespread state ownership, the direction of labor, the
attempt to administer the economy centrally. The extent
to which this system was forcibly accepted by the
Bolsheviks at the time of their Civil Wwar or by the
indoctrination of the Marxist teachings 1is quite
controversial. Although this system facilitated the
Bolshevik victory in the Civil war, it led to economic
collapse on all fronts, with very low industrial and
agricultural production (Table 1), depopulation of the

towns and famine. It is remarkable how rapidly and

lHarry Schwartz, An Introduction to Soviet
Economy (Columbus, OH: Charles E. Merrill, 1968), p. 83.

270hn M. Montias, Central Planning in Poland (New
Haven, CN: Yale University Press, 1962), p. vili.
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effectively the vacuum was filled and things were finally
called to order and regulated in 1921 by Lenin's New

Economic Policy (NEP).

New Economic Policy (NEP)

Basically, the New Economic Policy was introduced
by Lenin in 1921 to encourage peasants to sell in the open
market and benefit thereby, subject to a government tax on
what they produced. The NEP was a mixed economy,
combining a large private sector with state control of the
commanding heights of the economy.l During the period, a
majority of the population of the Soviet Union became
engaged in subsistence or smallholder agriculture.
Throughout the economy, production, distribution, and.
allocation of labor were largely left to market forces.
On the other hand, large-scale industry, transport, and
banking were in the hands of the state which also
dominated wholesale trade and monopolized foreign trade.

It may be useful at this point periodically to
indicate how economic growth was developing in the

principal sectors of the economy of the USSR.

Stalin's Era. 1In 1929, Lenin's successor, Joseph

Stalin, openly recognized that the October Revolution had

Michael Ellman, The USSR in the 1990s--Strugglin
Out of stagnation, Special Report No. 1152 (London: The
Economist Intelligence unit, 1989), p, 5-6.
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not sparked off the anticipated wave of international
socialisml which should bring about international aid and
recognition to Russia. In a few years of
experimentation, and after undergoing a wave of economic
crises in 1931-33, a fairly stable system emerged. This
was referred to in the USSR and in UN publications as
"Central Planning" and by some others in such derogatory
terms such as "the Command Administrative System."2

Stalin, on taking over from Lenin, traumatized
the country in the period spanning over thirty years. He
intimated to Churchill that "millions of men and women
[had been] blotted out or displaced forever, simply
because they resisted the process of collectivization."3
Stalin was determined to industrialize the country
without regard to sentimentality or due consideration for
adverse consequences. His main plan was to produce and

build a solid capital industrial base. Agriculture was
relegated to the back burner and together with the

1Socialism is defined in Webster's Unabridged
Dictionary (1979) as the stage of society coming between
the capitalist stage and communist stage, 1in which
private ownership of the means of production and
distribution has been eliminated.

2M. s. Schnitzer, and J. N. Nordyke, Comparative
Economic Systems (Chicago: Southwestern Publishing Co.,
1983), pp. 403-404.

3Marshall Goldman, U.S.S.R. 1in Crisis: The
Failure of an Economic System (1lst ed.) (New York:
Norton, 1983), p. 23.
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peasantry were forced to finance the bulk of the capital
needed for Stalin's industrialization process. Low
prices were paid to the peasants for their agricultural
products, and hence, for several years afterwards, many
peasants could not make enough from the collectivized
sectors to sustain themselves and their families. Upon
Stalin's decision to exploit the peasants, the
relationship between agriculture and industry became very
strained. The peasants tried to hold back, in turn, the
planning authorities in Moscow increased their control of
agriculture.

According to Goldman, "This tended to make the
peasant less cooperative and all the less willing to show
initiative as the peasants must do to cope with the
anticipated changes in the very erratic Soviet weather, "1
Not surprisingly, the agricultural potential of the
country has not been realized since collectivization.

Important features of the Soviet economic system
developed under Stalin include:

--Collectivization and state control of

agricultural production

--Growth of Employment

--State monopoly of foreign trade

lMarshall I. Goldman, U.S.S.R. 1in Crisis: The
Failure of an Economic System (1st ed.) (New York:
Norton, 1983), p. 75.
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--Mostly five year plans on national level
developed and further broken down into annual
production plans.

--Shortages of producer and consumer goods

--Proliferation of the "black-market" where
stolen goods, or goods originally purchased in
the state sector, are resold at market
determined prices and where production and
trade in goods and services1 produced outside
the state sector takes place.

After the "central-planning" system was adopted
in the USSR, it was extensively publicized throughout the
world and disseminated internationally. In 1949-53, it
was adopted in eastern Europe, in 1953-57 in China and
subsequently in countries such as Vietnam and Cuba. It
also had some influence in countries such as Germany,
Mexico, France, the Netherlands and India, though in a
different and not too rigid form.

The Soviet Union developed into a bureaucratic
state, with no major economic plans made by state
officials, planning production based on estimated needs
of the system and the populace, with the populace having

little or no say in the matter, but to conform to

directions and regulations allotted to them. The

Michael Ellman, The USSR _in the 1990s--
Struggling_IOut_ of Stagnation, Special Report No. 1152
(London: The Economist Intelligence Unit, 1989), p. 8.
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allocation of resources is in the hands of the planners,
who must make decisions concerning what, how much, and
for whom to produce, which culminated in the development
of the first five-year plan as laid out in Table 2.

The figures in Table 2 are a reflection of
Stalin's insistence on the expansion of heavy industry
regardless of the cost to other sectors of the economy,
notably agriculture. It will be noted that it contained
two different versions and although it was supposed to
operate with effect from October 1928, it was only
approved at the Party Conference by April 1929, which
also rejected the excessively optimistic first version in
favor of the even less realistic "optional one."

It has been debated in many publications whether
Stalin purposely, for political intentions, secured the
adoption of a plan which he knew could never be realized.
Table 3 shows that the target of 4.688 million rubles
worth of machinery was overshot to 7.362. On the other
hand, the gross agricultural production target of 25.8
billion rubles was underfulfilled, with production of
16.6. The original plans were unrealistic, and this also
throws doubt even at the appropriateness of the given
figures on plan's fulfillment.

In fulfillment of Stalin's ambition, the USSR

experienced a rapid process of industrialization between
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Table 2. Pirst Five-Year Plan 1928-1932 (yssR)

1930-3 1932-3

Aggregates iz::;: V::‘:::ﬂ Incx:au ;:::;::‘i Incr:au
Imployed labor force (million) 11.3 14.8 30 15.8 39
Investment (all) (1926-7
prices billion rubles) 8.2 20.8 151 27.7 228
National Income (billion roublu)_ 8.2 44.4 82 49.7 103
Industrial Production (billion
roubles) of which: 18.3 38.1 130 43.2 180
Producers’ goods (billiom
roubles) 6.0 15.8 161 18.1 204
Consumers’ goods (billion
roubles) 12.3  22.6 (3] 2.1 103
Agricultural Production (billion
roubles) 16.6 23,9 “ 5.8 ss -
Consumptions
Nonagricultural (index) 100.0 152.0 - 171.4 -
AMgricultural population (index) 100.0 151.6 - 167.4 -
Industrial Output Targets:
xuccixeacy (billion Kwhs) 5.0 17.0 236 22.0 338
Bard Coal (milliom tons) 3.4 68,0 2 75.0 1
011 (million tons) 1.7  19.0 62 22.0 (4]
Iron Ore (million tons) . s.7 15.0 163 19.0 23
Pig Iron (million wﬁ-) 3.3 8.0 142 10.0 203
" Steel (million tomns) 4.0 8.3 107 10.4 160
Machinery (million roubles) 1,822.0 - —=  4,688.0 187
Superphosphates (million tons) 0 2.6 16 3.4 22
Wool Cloth (million metres) 97.0 1%2.0 % 220.0 178

Source: USSR Economic Nandbook by Scrivener Ronald/Soviet Government statistics.

WOTE: The Soviet statistics are quite unreliable and characterised by impregnated
i figures to favor political motives and intentions. MNonetheless, reasonable
deductions can be attespted on basis of vhat is available from soviet

government sources and numerous other published figures.
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Table 3. Plan Fulfillment--Important Components

1927-8 1932-3 1932

(Actual) (Plan) (Actual)
National Income (Billion 1926-7 roubles) 24.4 49.7 45.5
Gross Industrial Production (Billion
1926-7 roubles) 18.3 43.2 43.3
Producers's Good (Billion 1926-7
roubles) 6.0 18.1 23.1
Consumer's Goods (Billion 1926-7
roubles) 13.1 25.8 16.6
Electricity (billion KwWhs) 5.1 22.0 13.4
Hard Coal (million tons) 35.4 75.0 64.3
0Oil (million tons) 11.7 22.0 21.4
Iron Ore (million tons) 5.7 19.0 12.1
Pig Iron (million tons) 3.3 10.0 6.2
Steel (million tons) 4.0 . 10.4 5.9
Machinery (million 1926-7 roubles) 1,822.0 4,688.0 7,362.0
Superphosphates (million tons) 0.2 3.4 0.6
Wood Cloth (million metres) 97.0 270.0 93.3
Total Employed labor force (millions) 11.3 15.8 22.8

Source: USSR Economic Handbook by Scrivener Ronald/Soviet Government

Statistics.
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the mid-1920's and the mid-1970's (with the exception of
the war period 1942-1946). The fuel and energy, iron and
steel, and engineering industries grew quickly.
According to numerous publications and published figures,
whereas in 1914 the USSR was the world's fifth industrial
power, in the early 1960s it became the world's largest
producer of basic industrial products and even in some
sectors (e.g., space exploration), it became the most
advanced country in the world.!

Wwith regard to the distribution of the 1labor
force, there has been a tremendous increase in the
proportion in industry and services. Over the last half
century, as 1indicated 1in Table 4, showing sectorial
distribution of the labor force, the period between 1940-
87 shows a substantial growth in the state labor force
with increasing proportions engaged in industry up until
1970 which was followed by a small decline. It is quite
noticeable that there occurred a continuous decline in
the proportion working in agriculture and subsequent
increase in proportions working in construction, trade,
education, and medical care.

The indications of this continuous

industrialization program over such a prolonged period of

1The Soviet Union has always been self-sufficient
in the field of energy. It is the world's leading gas
producer and consumer, ahead of the United States.
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Table 4. Sectoral Distribution of the Labor Force i~ the State
Sector, 1940-87 (v of Total) (USSR)

Sector 1940 1960 1970 1980 1987

Industry® 22.1 28.0 30.1 29.8 23.2

Agricultuxeb 47.4 31.9 23.0 13.5 18.0

Forestry 0.5 0.5 0.4 0.4 0.2

Construction 3.4 7.8 8.7 9.1 9.1

Transport 5.9 7.8 7.6 8.3 8.0

Communications 0.8 0.9 1.2 1.3 1.2

Trade 5.7 5.8 7.1 7.8 8.0

Information & Computing -- - -- 0.2 0.2

Other Productive® 0.3 0.8 .2 1.2 1.3

Housing and other dcmestic

services (e.g., laundries) 2.3 2.4 3.0 3.6 3.9

Medical care, sports &

social services 2.5 4.3 4.9 5.0 5.4

Education 4.2 5.3 6.9 7.4 7.9

Culture 0.3 0.6 0.8 1.1 1.1

Art 0.3 0.4 0.4 0.4 0.4

Scientific Research 0.7 2.0 2.9 3.6 3.5,
Administration 3.0 1.5 1.7 1.8 1.57
Total Labor Force (mn) $S9.3 80.8 104.9 123.7 131.1

SOURCE: Michael Ellman, The USSR in the 1990s--Struggling
out of Stagnation, p. 10. Original figures collected from
Narodnoe Khizyaistvo SSSR 3a Folet; Naradnoe Khazaistvo SSR v
1963g with few modifications based on current estimates.

3Includes mining.

bIncludes collective farm sector.

€In Soviet national income accounting the economy is divided
into "productive" and "nonproductive" sectors. The rows above this
line comprise the "productive" sector,below it the "unproductive"

sector.

d s . . .
After reclassification, this category was designed to produce
successes for the "reduce bureaucracy" campaign.
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Table 5. Percentage Growth Comparisons for Key Sectors of the
Economy (USA and USSR)

Growth % p.a.

1970-80 1980-85

Usa USSR Usa USSR

Agricultural Production (Aggregated) 2.3 1.1 2.3 2.1
Industrial Growth 3.3 6.0 2.7 3.7
Coal Production? 2.6 1.3 0.9 N.A.
Crude 0Oil Production -1.1 5.5 0.7 -0.3
Petroleum Products Productionb 2.0 5.0 -1.7 -0.3
Natural Gas Production® -0.8 8.2 -3.3 8.1
Electricity Production 3.7 5.7 1.0 3.6

SOURCE: The World in Figures--A publication by the
Economist, London.

NOTE: Comparing rates of growth is inevitably a tricky
exercise. The problem is the selection of appropriate periods

of comparison.

3coal production refers to the mining of anthracite, bituminous
and semibituminous coal with a gross calorific value of more than
5700 calories per gram on an ash-free and moist basis. Peat,
brown coal, and lignite are generally excluded.

bPetroleum products production refers to crude petroleum
including shale 0il, but excluding natural gas liquids. Original
units of volume have been converted to metric tons for comparison

by use of specific gravities.

Cproduction data for natural gas refer, as far as possible, to
natural gas (consisting primarily of hydrocarbons) actually collected
and utilized as a fuel or as a raw material and obtained from gas
fields, petroleum fields, and coal mines. Generally, the series
excludes gas used to reestablish pressure in the fields, gas vented
and flared, and shrinkage resulting from the removal of natural

gas liquids.
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time is shown in Table 5 in comparison with the USA
growth of some selected sectors of the economy.

As can be seen from Table 5, using 1970 as the
base year, the USSR had significantly tangible percentage
growth in the production of a number of basic industrial
products and raw materials, e.g., oil and natural gas
(for all of which the USSR 1is the world's largest
producer). These figures are in no way indicative of the
efficiency with which these inputs are used to produce
final products or the volume of consumer goods produced

with them.

Economic stagnation: Crisis. Recent economic

policy in the Soviet Union regarding use of resources at
their disposal to forge a path toward growth can only be
understood in a context of what transpired in preceding
periods to this current stage. One is reminded mostly of
two phenomena that were characteristic of the late 1970s
and early 1980s, namely, period of economic stagnation
and shortages of consumer goods.

The period of high economic growth in the 1950's,
led to rapid economic development in the Soviet Union.
According to many publications, this led to Khrushchev's
statement at a meeting with John Kennedy, referring to
surpassed growth of the USSR economy relative to the USA,

and the felt need as of that time to accelerate their
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economic growth so as to meet the Soviet challenge.l
Surprisingly, however, by the late 1970's, the Soviet
economy went into "recession" or what in many today term
"perpetual stagnation." The indication of this
stagnation or decline in growth (retardation) is set out
in Figure 2, which shows the periodic changes of Soviet
economic production in general between the periods 1953-
1987. Soviets devoted major resources to military
expenditure during the "Cold Wwar" and this adversely
affected the availability of such resources for use in
other parts of the economy.

Declining economic production, such as indicated
in Figure 2, means serious repercussions for the USSR.
As rightly pointed out by Michael Ellman,

macroeconomic stagnation has serious consequences
for the USSR. Internally, it deprived the party-
state apparatus of an important function, that of
distributing surpluses . . . it turned economic
policy into a zero sum game, that is into a
situation in which gains for some groups were
only possible at the expense of  others.
Externally, it meant that the USSR was no longer

able to compete aqfinst other countries in
economic development.

lMarshall Goldman, USSR in Crisis: The Failure
of an Economic System (1st Ed.), (New York: Norton,
1983), p. 27.

2

Michael Ellman, The USSR in the 1990s--
Struggling Out of Stagnation, Special Report No. 1152
(London: The Economist Intelligence Unit, 1989), p. 13.
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In the 1970's and early 1980's, coupled with
declining output in agricultural production, economic
stagnation and reported increases in budget deficits in
the USSR, there resulted an increase in shortages of vital
consumer goods. Queues and shortages in the Soviet
consumer reports became a "sad-music" to the ears of
people. Relevantly, these shortages led to a fall in the
real incomes of the population, constituting a factor in
major inflationary pressures, as excess demand drove up
prices and leading to a "proliferation" of the "second-
economy" or ‘“"black-market," described earlier 1in this
chapter. Hence, a decline in labor morale in the state
sector set in with realization of the high incomes that is
obtainable in the "black-market," relative to the
declining real incomes in the state sector.

This and numerous other factors that are
obviously beyond the scope of this dissertation, namely
political instability, increasing environmental
degradation, wunstable world market, and increasing
technological retardation, are very disquieting thoughts
on the minds of Soviet leaders right now, and means and
solutions are being sought to correct the 1ills that
plague this gigantic economy. We shall later take a look
at some of these questions posed by this dilemma in the

Soviet economy for now and the near future.
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The USA

There exists numerous literature on the economic
history of the United States of America, which spans
decades of changes in the economic structures, problems,
and progresses made in the US economy. No single
intelligent person can purport to combine adequately in
one text or even textbook, these details. Hence, all the
writers have made attempts to afford only "piecemeal"®
analysis of the economy as could be carried by their
capabilities. It 1is futile trying to construct a
detailed analysis of the economy of the USA or as a
matter of fact any detailed economy of a nation as
gigantic as the USA or USSR in a single study of this
nature. But as with the case in the previous segment of
this chapter, concerning the economy of the USSR, one can
attempt at least to draw a picture of the developmental
processes and economic growth of the USA using some
objective indicators for a uniform analysis.

The economy is immensely powerful, and it offers
a wide combination of results, hence it is ranked as one
of the wonders of the world. As a subject for
intellectual study, it is very fascinating, and it offers
a fair share of complexity even when one tries to forge a
description.

Any effort to comprehend the US economic system

must begin with a description of its size, and the
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constitution of the characters that make up its principal
fabrics. It spans over an area of approximately 3.6
million square miles, about one third the size of the
USSR. The North America and Pacific Ocean continental
United States has Canada on the northern boundary and
Mexico on the southern. Alaska 1is bounded to the
southeast by Canada and to the west by the Soviet Union.
Hawaii is in the Central Pacific (2,400 miles) to the
west of the mainland.

The climate is mainly temperate; with subtropical
conditions in the south. In population, the US is a
little smaller than the Soviet Union. 1Its population in
1985 was 239.28 million compared to 278.62 million for
the Soviet Union.

In the American economic system, there is primary
reliance on the market mechanism to allocate resources.
This mechanism has been modified and redefined over time
as 1individuals and groups demanded for alternate results
as to that obtainable under the dictates of completely
"free-enterprise." For example, farmers receive
protection through government subsidies, and some
automobile companies negotiated acceptable quotas on
influx of the products of their foreign competitors into
the USA.

Such clamors have brought many changes and

modifications of the market mechanisms over time so that
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the results are modified from what they would be with
complete "free-enterprise." Hence many authoritative
sources have come to refer in numerous literature to the
American economy as a modified market economyl in which
the government plays a relatively important role than
would have been called for in a total market economy.

Nonetheless, the American economy can still be
said to be reliant on the market mechanism for allocating
its resources for appropriate uses in the economy.

A major production and distribution decision
still take place in enterprises with many direct
information from the government such as obtainable in the
Soviet Union. The American household still plays a basic
role in the goods and services demanded and supplied, on
the basis of the information available to them by mode of
the pricing systems and the dictates of incomes from

their labor.

Economic milestones. A good part of the 19th

century saw tremendous progress in the American economic
system. There was growth of the economic system, riding
mostly on the back of the agricultural successes of the

early settlers. The later part of the 19th century

1y, C. Schnitzer and J. N. Nordyke, Comparative
Economic Systems (3rd Ed.), (Cincinnati: Southwestern
Publishing Co., 1983), p. 50.
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witnessed rapid industrialization and by the turn of the
century, the United sStates attained a position as
undisputed world leader? among other leading industrial
nations.

These results were achieved during the better
part of this progress without much intervention from the
government. With time though, as the economic situation
became more complex, the larger role of the government in
promoting fair play became inevitable and hence there
came more government restrictions on the economic
activities of individuals.

There exists tremendous economic-historical
trends, detailing these step-by-step progresses in
explaining this rapid development. According to Rolf
Eidem and Staffan Viotti,2 production during this period
was mostly organized in a great number of competing
enterprises, which were typically owned and controlled by
individuals. All the enterprises had to fight for their
existence and only the best ones survived, without
growing so large as to be able to maneuver their

competitors out of the market to stave off competition.

1There is debate and different ideas about this,
since Great Britain as of then or thereabout was still
laying claim to being the "economic giant" of the world.

2Rolf Eidem, and staffam Vviott, Economic
Systems--Comparative Economics (New York: Wiley, 1978),
po 170
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According to the basis of this arrangement in a
production alternative that frees the enterprise of
restrictive or dictates of government's total control,
most Americans have shaped their ideas and accepted this
strongly decentralized allocation system to be the best.
The view and conviction of most as regards this notion of
"free-competition," is that goods are produced better and
as cheaply as possible with due consideration to

consumers' tastes and preferences.

Role of Agriculture.

An abundant supply of agricultural products has
contributed greatly to economic growth in the U.S.
Throughout American history, agricultural output has
increased more rapidly than population. Overall,
productivity in agriculture has gone up rapidly, doubling
in the last century. Real costs per unit of agricultural
output decreased by one-half.?!

Rising productivity in agriculture has
contributed to economic development of nonagricultural
sectors 1in several ways. It has supplied increasing
amounts of food and other farm products at relatively low

costs. It has freed workers for employment in nonfarm

1How the United States Improved its Agriculture

inshington, D.C.: ERS Foreign--76, March, 1964), p.
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industries, served as a source of capital for nonfarm
industries, and earned foreign exchange that helped
finance imports of scarce capital goods. Also, it has
provided a major market for industrial goods and
services.

Expansion in land area under cultivation was a
major means of increasing production up to about 1920.
Overall productivity of agriculture went up gradually.
After 1920, increases in production resulted from
increased use of capital inputs and labor as well as some
land. Foundations for later increases in agricultural
productivity were built with establishment of family
operated farms, free public schools, agricultural
research and extension éervices, credit facilities,
farmer cooperatives, rural electrification, and improved
"farm-to-market" roads, and other transportation and
communication facilities.

Agricultural output increased slowly in the 1920-
1935 period.1 Strong economic incentives for expanding
farm products declined relative to those of production
inputs. Total labor force on farms began to decline as
many farm people transferred to nonfarm jobs.

Agricultural productivity went up rapidly
beginning to the late 1930's and continuing to the

l1pid., p. 1ii.
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present. In fact, total agricultural output has
increased as much or more in the last 40 years as it did
in the preceding 75 years. Higher prices and larger
markets for farm products made it profitable for farmer
to apply 1improved agricultural technology, developed
through years of research. Additional capital inputs
were used to improve production methods, but labor force
in agriculture declined with corresponding industrial
growth. Increased productivity has been and remains the
source of most of the agricultural output expansion in
the USA.

A look at the structure of agriculture in
American economy in the past relative to recent times, as
shown 1in Table 6, shows it as being differently
structured from what it used to be in the past. This
does not mean that agricultural production has fallen in
any way, on the contrary, there exists numerous
indications (subject of later discussion), showing an

increase in output.

Industry. Industries in the United States are
concentrated in the hands of a few firms and ownerships
of factors of production, consequently, in a few hands.

This fact 1is not peculiar to the USA, but it is the same



44

‘8861 ‘S9303S Pa3TUN SY3 JO SIORIISQV [EOTISTIEIS

ut pajepdn pue ‘pg *d ‘99 ‘O ueTIV Ayonao Aq swoisds otwouodog aarjzexedwo)d :SANNOS
ort - T12'€ 90 6ST‘C €00‘'1 0°2 L86T
6€1 191 voz'c 9GY cie’e L00’'T A4 9861
6¢1 GGT oLS‘E =147 vLe'e bT0‘T A4 G861
1€T 8€T osL’'€E BED 62€‘C 610°T vz y861
STl €€T Ev0‘'Y 8z oov’c LZo’'1 0°¢€ Z86T
60T €11 soL‘e LZY €EV’‘T 6€0‘'T1 2°¢€ 0861
00T 00T 691'% LTy 9sk‘C LY0'T 9°€ LL6T
06 68 ve'y ozy ces’e 6S0'1 v GL6T
98 £8 825’V 09t €EVs‘e T90’T € v G961
€8 SL 9v6'p - - - T°L €961
G8 89 061‘S - - - L°L 2961
oL v9 9e8°’s £0€ TTL'E €2T'T v°6 6G6T
19 19 LoS'L 912 68€‘S T9T‘T €°G1 0s6T
og 65 ovs‘e VLT €0T‘9 G90’‘T z°€C ovel
8¢ €5 ove‘ot 15t 95’9 L86 6°vC 0ot6T
- -- - 8yt 816’9 966 * T°0¢f 0z6T
Inoy-uepn 00T
a3d =LL6T (s@aowe)
3ndano and3nQo (s,000T1) wred  (s,000T) (*sax0Y °TTW) uotjerndod Tesx
e wxed juawfordug  jJo 9ZTS suxed sured ut Te3ol 3O % se
JO x3apul Jo xXepul Teaniinotxby abexaay Jo °ON eaay puel uotrjeindod waeg

L86T-026T ‘vsn ‘3juswdoraaag Tean3[noTaby jo sIojedTpul

‘9 ITqel



45

for most other major industrial countries regardless of
the pfoclaimed political ideology.1

The changes that took place in the first half of
the twentieth century, namely the mass production of
automobiles, scale development and production of home
appliances and the influence of the mass media, saw the
concentration of American industry more fewer firms.

According to Schnitzer, size played a big role
and there was a big advantage to size from the standpoint
of the use of modern marketing and production methods . 2

wars, economic depressions and booms do not come
and go as if nothing ever happened. They tend to make
their effects 1linger around, by rearranging the way
people do things and reshaping the ways 1in which
significant policies are formulated and reformulated.
They have tremendous ways of helping to restructure and
reorganize economic systems and thus producing economic
experiences that are quite complicated to understand,

with or without references to them.

11n  this regard, the industrialized countries
under the central-command, such as the Soviet Union, only
have their governments as monopolizing all means of
production and functioning as a central control.

2M. C. Schnitzer, and J. N. Nordyke, Comparative
Economic Systems (Chicago: Southwestern Publishing Co.,
1983), p. 88).
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Such were the effects of the events of World war
II--events of almost fifty years ago, still shaping the
way things are done today. Large corporations were the
producers of the fighter planes and tanks that were used
by the Allied groups in the decisive victory over the
Axis forces. More so the United States emerged with
unsurpassed dominance of international, economic, and
technological power over the rest of the world.

The 1960's and 1970's witnessed the emergence of
tremendous mergers and "swallowing of the little by the
big" as a representation of the coming together of the
loser with the winner and the amalgamation of disparate
businesses. The USA had a trade surplus in every postwar
year until the early 1970s and then eventually historical
redistribution of global monetary riches through the
advent of the oil cartel and the subsequent energy crisis
in the U.S. The net investment income eventually peaked
in 1981 and wuntil present day, the economy, though
stable, still looms in muddy waters and at best, attitude
towards debt and risk are uncharacterizeable, and to say
the least, beyond the scope of this study.

There has been a shift in emphasis from market to

political decision in the American economy in recent
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years in great measures in response to increase demands
from a wide variety of special interest groups.l

The high standard of 1living attained in the USA
at present has been made possible by various economic
events of the past, which had been continuous through
high and rising level of employment. The size of the
labor force is constantly expanding and there are
shortages of employment opportunities. The performance
of the economy in recent years have not been totally
impressive. Unfortunately, the productivity of the
United States has fallen to the point where it may be
eventually in the position of being replaced by Japan as
the world's number one economic power.2

There has been treméndous decreases in the growth |
in output per worker, by a measure of productivity. As
shown in Table 7 for the period 1970-80, using 1977 as
the base year, there 1is a slowdown in the 1970's,
contributing to a deteriorating tendency in the
competitiveness of American industry relative to the

world economy. Hence without much saying, the primary

goal of the U.S. for the near future ahead, would be to

v, c. Schnitzer, and J. N. Nordyke, Comparative
Economic Systems (Southwestern Publishing Co., 1983, pp.
98-99.

21pid., p. 113.
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Table 7. Indices of Production in the United States:
1970-1980 (1977 = 100)

Year Real Output per Worker
1970 86.1
1971 89.3
1972 91.4
1973 94.4
1974 93.0
1975 84.8
1976 92.6
1977 100.0
1978 , 106.5
1979 110.6
1980 108.6
1981 111.0
1982 103.1
1983 109.2
1984 121.4
1985 123.7
1986 125.1
1987 129.8

Source: U.N., Department of Economic and Social Affairs

Survey (New York: UN Publishing Division,
1988).
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restore competence toward competitiveness through
adequate designs of ©policies to reduce inflation,
increase productivity, and strive to achieve more
economic growth.

National Goals of the USSR and the USA With
Regard to Agriculture and Energy Resources

It is obvious that agriculture and energy play a
principal role in these economies, more in the past of
the US economy relative to that of the USSR in terms of
employment and general contribution. This fact will
continue to hold as needs of people continue to grow in
terms of food demand and production of other consumable
goods.

Each national system 1is, at 1least in some
respects, peculiarly distinctive and unlike any other.
Each has achieved some combination of results, including
those both favorable and unfavorable.

Nonetheless, economic growth, it is generally
agreed, serves as the best path known to mankind to a
better 1life. There have been numerous trials over
changing times, some with relatively better successes
compared to others. Questions herein posted are not to
serve as fright mechanisms, but as reflections on the
past so as to determine what our expectations should be

into the future. We know the past, we know where we are,
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and where we want to be. The key question, then, is:
How do we get there from here?

During the late 1970s and early 1980s, the USSR
economy experienced massive economic disequilibrium
coupled with total stagnation in some aspects of the
Soviet Economy. This situation is disquieting for any
economy and they resulted in a whole series of adverse
economic effects such as inflation, decline in
productivity, inability to compete with other economic
rivals and industrial nations, such as Japan and in case
of the USSR, the situation was further complicated by
increasing shortages in consumer goods, declines in real
wages, and growth of the "black-market."

In order to accelerate economic growth and boost
the living standards, the Gorbachev's regime which came
to power in March 1985 is making tremendous strides to
revamp the economy. The process taken, and the plans to
carry out the desired changes, constitute an entire study
of their own, but we will touch on a few of the policies
as affects the agriculture and energy sectors.
Priorities have been set and projections made regarding
the different sectors over periods of planning. The new
Soviet leaders under Gorbachev have consistently
criticized the performance of the economy in the past by
referring to the use of outdated methods of production,

slack discipline, resistance to innovation and bad
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management. The adverse results which are shown in Table

8, indicates that the rate of growth of real output in

Table 8. Basic Economic Growth Indicators 1976-85
(Annual % Change)

1976-80 1981 1984

Net Material Product 4.3 3.3 3.0
Industrial Growth Output 4.5 3.4 4.2
Agricultural Growth Output 1.6 -1.0 0.0
Gross Fixed Investment 3.4 3.8 2.0
Export value 4.8 1.9 3.1

Import Value 5.8 6.4 5.0

Source: 1985 Survey by the U.N. Department of Economic
and Social Affairs

the sSoviet Union had slowed from over 4% in the late
1970's to 3% in 1984. This was largely due to stagnation
in agriculture and failure to reach output targets in key
energy sectors. Comparative trends in the Soviet
industrial production relative to that of the USA, as
shown in Table 9, further attests to this. 1In addition,
"UNCTAD" (The United Nations Conference on Trade and
Development) published statistics showing how over a
period of between 1960 and 1980, production of primary
energy of all types (i.e., solid and liquid fuels,
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Table 9. Comparative Indices of USSR and USA
Industrial Production (1975 = 100)

Year USSR UsSAa
1975 100 100
1976 109 112
1977 111 116
1978 116 123
1979 120 129
1980 124 125
1981 129 128
1982 132 118
1983 135 126
1984 140 140
1985 145 144

Source: Comecon Data--Edited by the Vienna Institute of
Comparative Economic Studies (London:
Macmillan Press Ltd., 1987), p. 36.
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fuels, natural gas and hydro, but without reference to
nuclear) rose in terms of million metric tons of coal
equivalent in the case of the Soviet Union from 670 to
1,939; The United States from 1,414 to 2,090, and also
establishing the comparative figures of the various
economies in terms of billions of US dollars of Gross

Domestic Product, as shown below in Table 10.

Table 10. Gross Domestic Product (Billion of US §)

1970 1975 1985 .
USSR 343.4 649.0 1,212.0
Usa 981.2 1,526.5 2,575.0

Source: The World in Figures--UN Economic Statistics for
various years (New York: UN Publishing
Division, 1987).

Generally, these pictures have spelled doom in
terms of the trading positions of both the USA and USSR
through the lack of their competitiveness and trends of
rapidly increasing trade deficits of the US due to influx
of foreign products and services which are fast
overshadowing domestic efforts and leading to decline in
foreign monetary reserves and balances of payments as
shown in Table 11. It is thus clear that economic growth

is declining in the Soviet Union and the main problem
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Table 11. World Balance of Payment on Current Accounts
(Billion US $)

1981 1982 1983 1985
USA 12.8 -1.5 -33.3 -115.0
USSR 6.2 9.3 11.2 11.5

Source: The World in Figures--UN Economic Statistics for
various years (New York: UN Publishing
Division, 1987.

being in the energy balance, the declining availability
of adequate and skilled labor in the USA and USSR and
failure on the part of past leaders to secure much
benefits from investments in their various grandiose
programs of the past such as agriculture in USSR and
auto-technology in the USA.

Both economies have vast resources to mortgage
away in a variety of ways to pay out of difficulty by
selling gold or continuing to borrow internationally, but
in the long run, they have to come to grips with matters
at home or face yet more economic chaos and falling
standards of domestic living and increased dependency on
external economies. For example, the terms of trade
between the USA and some of their Western counterparts,

such as Japan and West Germany show a drastic change in
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the past recent years with the USA accumulating a huge
trade imbalance.

To correct some of the deficiencies and ills, it
is necessary to outline some of the policies set aside in
recent years with regard to agriculture and energy
development and use mainly. Some fundamental goals of
the Soviet energy policy are:

--To increase nuclear electrification

--Raise petroleum production

--Increase the output of Arctic gas

--Make greater use of Siberian coal

--Increase the efficiency of energy utilization

--Introduce alternate energy technologies to meet

local needs |

--Arrive at an optimum mix of energy technologies

to meet evolving national requirements
Frankly speaking, these goals are not in any way very
different from the energy policy of the USA seeking to
attain greater and more general productive efficiency.

The 27th Congress of the USSR emphasized that the
goal was set in particular toward growth in subsequent
decade up to the year 2000 with special attention being
paid to capital investment policy and to an increase in
labor productivity in 1986-1990 of between 20% and 23%.
It was pointed out that without such an increase in labor

productivity, the national economy would need more than
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22 million additional workers, and that such resources of
labor simply did not exist.!

The materials of the 27th Congress also further
detailed the expectations in the general economies of the
USSR, further attesting to <central planning system,
similar data for comparisons of which are not readily
available in the US because supply is mostly driven by
demand for the goods and services rather than compelling
and complex targets.

Nonetheless, some of the details are summarized
below with regard to the USSR. The plans call for
guidelines to increase capital investment in the fuel and

energy industries by 47% and doubling the growth rate.

Electric Output

To raise it to 1,880 billion Kwh from 1,840 by
1990 inclusive of the 390 billion KWh produced by nuclear

power (this was before the Chernobyl disaster of 1988).

0il

Raise output to between 630 to 640 million tons
of oil and gas condensate by developing the oil industry
in Siberia, Kazakhstan, and exploring the oil field of

the Caspian Depression.

lRonald scrivener, The USSR Economic Handbook
(London: Euromonitor Publications Ltd., 1987), p. 63.
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Gas
Increase output by 1990 to 835-850 billion cubic

meters; an increase of about 32% over the 1985 output.

Coal Industry

To increase output by 1990 to 780 to 800 million
tons (1985: 725 tons) and to increase the availability of
open caste mining by about 5 to 6% above current
operations.l

There are also so much elaborate schemes of
improving agricultural ©productivity through raising
efficiency in agricultural labor use, improved
agricultural equipment and mechanization; through more
funding of research and development. The projections are
so elaborate and hence one can only say that time will
tell whether these projected production rates are going
to be achieved or even closely approached. If achieved,
it might or definitely will get the Soviets out of the
deep slumber.

There is a renewed emphasis in the USA also on
the need for the economy to grow at the maximum rate

consistent with primary dependence upon free enterprise

and the avoidance of market inflation, increasing

lMaterials of the 19th Party Conference of the
Soviet Union--1988 and the 27th Congress Guidelines in
1986.
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education of the citizen at all levels so as to guarantee
an increased reliance on research and improved technology
to provide opportunity for American industry to expand
its markets. There is no consensus though as obtained in
the Soviet Union, among the economists as to the growth
rate those measures will produce, but conservative
estimates put an expected annual increase in the gross
national product at between 3-4% without extraordinary

stimulating measures.

Summary--Research Question 1

The objective of this chapter in this study was
to ascertain if there exists any indications that show
significant disparities in the level of development in
both the agricultural and energy sectors of the economies
of the USSR and USA as set out in Research Question 1.
Some significant disparities were identified by pointing
out the numerous structural changes in the composition
and role of agriculture in both economies. Over the
years, agriculture has relinquished its significant role
in the economy of the United States both in terms of
labor employment where in 1920's more than 30% were
engaged in agricultural production compared to 3-4% in
present-day farm population (Table 6) and by its

contribution to the economy which shows it as a declining
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industry.l In the same measures, agriculture, though
referred to as the "Achilles heel" of the Soviet economy,
continues to play a significant role. It currently
employs more than 20% of the total population which does
not show much change dating back from the structure of

the economy in the 1920'5.2

Nonetheless, productivity
and growth show significant decline and stagnation for
the 1970's and the 1980's (Table 5).2

The energy sector, on the other hand, shows that
there is a larger growth in energy production in the USSR
relative to the USA significantly since the 1970's (Table
5) an indication that possibly could be a response to
size difference of the countries, coupled with the role
of energy production and use in terms of the USSR being a
major exporter of petroleum and natural gas and the USA
an importer of petroleum that was hard hit by world

energy events of the 1970's (referred to as an era of

energy crisis in the USA).

1This is a good sign in that significant rise in
agricultural productivity with relative decline in farm
labor wusage have greatly contributed to economic
development of nonagricultural sectors by helping to free
workers for employment in nonfarm industries.

2This "ties-up" a significant proportion of the
Soviet labor force that could have been useful in the
development of other sectors of such developed economy.
This 1s an example of some of the questions of
misallocation of resources that was raised earlier on.
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The Soviet Union has always been self-sufficient
in the field of energy, and as a matter of fact it is
still the world's leading gas producer and consumer,
ahead of the United States. The coal reserves are

immense (estimated at 195,000 million tons),l

and
electricity production has been doing well with some
recent slowing down, probably due to the impact of the
nuclear energy disaster at Chernobyl in April 1988. 1In
order for the Soviets to cut down on oil consumption, oil
will continue to be replaced by gas or coal in thermal
power stations and same goes for the United States.
Nonetheless, we have seen from the constitution
of the economies of both the USA and the USSR, the
significance of these two séctors in the past and present'
economies, and the relative differences in the level of
development attained and goals set for progress. One can
then go further to see how these disparities have changed

in recent years and planning periods.

lRonald Scrivener, The USSR Economic Handbook
(London: Euromonitor Publications Ltd., 1987), p. 167.




CHAPTER III

RESOURCE DEVELOPMENT

Agricultural Resources

The USSR

Nature, role in economy, investment. Agriculture

accounts for almost 20% of the Soviet GNP (1988), despite
that only a quarter of Soviet territory is agriculturally
productive. Large areas suffer from water shortages or
from periodic drought.

The Soviet Union has about 2,227.5 million
hectares of land area, but less than 25% is suitable for

1 As a result of unfavorable

agricultural production.
climatic conditions, the growing season over the 10% land
area currently under cultivation 1is short. Only one-
third of the cultivated area has adequate water supply
for food and fibre production. Yet, Soviet agriculture
is major, and serves to provide food for the population,
raw materials for the industry, and employment for large

numbers of people.

1Based on the author's average estimate from
figures published by USDA--Agriculture and Trade Reports
on the USSR, various issues, 1980-1990.

61
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According to Michael Ellman, the USSR has a
favorable land/population ratio’ and some of the best
soil in the world, but it is still a net importer of
food. 2

In the USSR, food 1is produced on large
"socialized" farms. There are approximately 50,000 of
these farms, and they account for about three-quarters of
the value of Soviet agricultural production. As of 1987,
the Soviet government's released figures indicated the
average sizes of the socialized farm to be about 26,000
acres, with 10,000 acres of cropland.3 Although

differences between them are now shrinking, socialist

lNot a very significant or relevant ratio to this
particular discussion as compared to using the acreage of
cultivatable land/population ratio to better focus on the
issues of available acreage for agricultural usage.
Especially in the Soviet Union where a large chunk of the
land mass is not suitable for agricultural production.

2Michael Ellman, The USSR in the 1990s--

Struggling Out of Stagnation, Special Report No. 115
(London: The Economist Intelligence Unit, 1989), p. 24.

3

Ibid.m p. 25.
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farms are technically of two types——collectivel and
state2 (Table 12).

Soviet agriculture is obviously not independent
of the political trends which emphasize direct government
interest. As 1indicated in Table 12, the increase in
mechanization is skewed as state farms benefited more at
the expense of collective farms. Thus between 1970 and
1984, the number of collective farms with tractors and
combine harvesters dropped from 48% to 40% and from 47%
to 44%. However, on state farms, the number with combine
harvesters, increased from 47% to 52% and these with
tractors increased from 43% to 56% in the same time
period.

Both the collective and state farms are generally
diversified operations. From the author's observation,
the government is known to subsidize unprofitable
collectives as well as state farm, so they can meet
payrolls and make investments.

Among modern-day industrialized nations, the

Soviet Union stands out in its preoccupation with

1Soviet Collective Farm is nominally an
autonomous peasants' cooperative financed from its own
budget - with the members sharing the profits. Major
management decisions, however, are not made by individual
farms, but by the central or regional administrations.

280viet State Farm is a state-run enterprise and,
in the Soviet view, is the rural equivalent of an urban
factory. The workers are state employees, and their
wages are paid from state funds.
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Table 12. Collective Farms Compared with State Farms 1370-1984.

Collective Farms State Farms

1970 1980 1984 1970 1280 1984
Total number in
'000's 33.0 25.9 26.2 15.0 222 22.5
Number of farmsteads
in millions 14.4 12.8 12.6 - - -
Gross products in
billions roubles at
1973 prices 42.3 41.8 16.4 29.5 54.8 49.6
irea (million .
nectares) S9.1 95.2 22.0 Q1.7 2ll.3 109.3
Cattle (millions) 41.7 47.9 50.7 29.1 20.1 42.2
Pigs (millions) 29.6 28.1 29.3 16.6 23.6 25.9
Sheep (millions) 53.5 45.2 44.2 53.1 68.1 68.3
Tractors ('000's) 942.0 1,057.0 1,121.0 803.0 1,:21.0 1,283.0
Output in
million KWh 36.8 55.9 64.8 34.6 57.0 77.3
Combine harvesters
('000's) 292.0 300.0 355.0 294.0 372.0 420.0

SOURCE: Soviet Government Statistics.
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agriculture. Almost 20% of the Soviet labor force is
engaged in agriculture (1986), which is a major
improvement from the years after the revolution, in 1917,
when more than 75% were peasants (until the 1940's with
more than 48% still engaged under agriculture). This is
still very high relative to the USA (Figure 4). A little
above one-quarter of the investment funds of the USSR are
spent in agriculture (Table 13).
Grains. As Marshall Goldman adequately stated:
Despite the fact that in times past Russia
served as the breadbasket of Europe, . . . from

1909 to 1918, before the revolution, Russian
grain exports averaged 11 million metric tons a

year. This amounted to 30 percent of world
grain exports and made Russia the world's
largest grain exporter . . . the Soviet Union in

recent years not only has been unable to
maintain its net exports of grain, but also has
been unable to sat}sfy the basic food need of
its own population.

As most experts agree, grain production is often
referred to as the "Achilles heel" of the Soviet Union.
Soviet grain production in 1987 totaled a reported 211.4
million tons (bunkerweight), less than 1% above 1986, but
as well noted, it is the first time in a long while when
Soviet grain production in two consecutive crop year
surpassed the 200 million tons mark harvested, and the

national yield averaged 1.83 tons per hectare despite

lMarshall I. Goldman, ed., The Soviet Economy:

Myth and Reality (Englewood Cliffs, N.J.: Prentice-Hall,
1983), p. 63.
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Figure 4. Distribution of Employment in USA and USSR.

Source: Table 4 and the World in Figures. Editorial Infor-
mation compiled by The Economist (London: The
Economist Publication, 1988).
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Table 13. Share of Total Investment and Percentage Labor
Force in Agriculture in USSR, 1961-1985.

1961-65 1966-70 1971-75 1975-85

Total Investment

(billion Roubles) 247.6 353.8 501.6 702.7
Agriculture Portion

(billion Roubles) 48.6 82.2 131.5 220.4
% of Total 19.6 23.2 26.2 31.4

% of Labor Force
in Agriculture 42.0 19.0 21.66 26.7

% GDP Accounted for
by Agriculture N.A. 17.0 N.A. 20.0

Source: The World in Figures UN Economic Statistics for

various years (New York: UN PUblishing Division, 1987).
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declining total grain area to 115.2 million hectares, the
lowest in more than 25 years.l Despite the overall
picture of a good grain crop production shown in Table
14, wheat production and quality were reportedly down
measurably in 1987. Coarse grain production rose 7% with
yield at a good 1.91 tons per hectare. Production of
corn rose 19% above the dismal 1985 crop, showing the
largest return in 25 years. Generally, the good
performance was primarily attributable to the largest
area allotted since 1965. Relative to the yield figures
obtainable for the USA for a comparable period, the USSR
is still 1lagging far behind on yield per hectare (see
Figure 5 and Table 14).

The main agricultural producing regions of the
USSR the north of the comparable production are of the
USA. There have been theories and arguments as to that
being a reason for the relatively poor yields that are
obtainable in the USSR due to the unfavorable weather
conditions that are attributable to this 1latitudinal
position and relatively adverse weather conditions.
Nonetheless, comparative figures for Canadian wheat yield

with that of the USSR (Figure 5), indicate a better

lUSSR, Agriculture and Trade Reports. Situation
and Outlook Series, 1987-1989, (Washington, D.C.: United
States Department of Agriculture, Economic Research
Service, 1989), p. 20.




69

‘8861 ‘[ SOTI9S SOT3ISTILIS PasSsadord OVd I @Tqel :3d2anos§

* (ey/by) epeuey
pue ‘ysn ‘¥SSN SY3j UT uOT3IONPOad 3IeayM o pIatx aarjeaedwo)d ‘g SInb1g

VAVNYO [ VSN il 4SSN Il

HV3A
0861 | S/61 0.6} 1;mmm— o
00S
0001
00S1
000C
00S¢

000¢



70

6 0l 060°¢ 092’6 T66°t 90L’YL { 2] 1 {344 19T°6T  #ST’C €scLt (4 ”2’t L90°LT (14 0007) wOTIONPOR4
9°p2 T€o' 1 68tl’y {2) 906°C (R TR { 1) »o’t 68L 9t'c 124 ({ ) ore’e (*n/0%) prO¥R
oy $66°C LeL’9 $00°¢ »90°S L'sy 1se°t €cT’y otL't 6r’s €9 Le’e ce’s (VK 000T) Azwy weay
EBI08 pue SISTITW
44 T4 00S'0Z  6SS°L WSSt 659°9 L vEl  S6¥°TL  sLT'6 coz’yr  sercl £ 47 169°S cev‘ct (&% 000T) vOTIONPOId
6°0L 619°T 1 {148 4 12t T06°T L'ss TCO'T esL’t (113 soL't 9% st 008°t (wn/8%) provx
L°28¢ 999°Z1  60€‘C oLL’tr  gos‘e $°6TT LOT’TT  9L2°S osz’‘e ses’L z6 006°Yy ”%L (%4 000T) azxen wexy
%o
vo oov‘Yl  00T’'SZZ YSK’6 Ly9°091  1°9 ezC’L oTr'ell oTv'e we’sot €t 6Y8°CT  LIT'POT  (aM 000T) uwOTIORpORd
[ M {3 (3¢44+ °0P°L oLt’'c TwL’s T°19 %'t Tis’y gIe‘e ”"s’y s 0L’ (1, M/ (ow/8%) preTa
Lot zer'y 90%‘0f  LL6‘T 92S‘62 0'0t TE9‘C 9’9 €sc’c TIe'ce €z 124 841 L ) (28 44 (%4 000T) Azwy sexy
€ et 001°8L T00’99 IBI‘'06 008'V9 PPEL PTZ'99  968°LS  PEL'66  PBL'9C L9t 909°6s $08°SC (IN 0001) voyIOMPOId
L9 1233 ¢ 615°'e L6S°t 1 {3 4 4 6°1S ©90°t 0$0°? [ 2134 ¢ Le0°t [ 0se seL’t (ey/8%) preva
6" 1ol S9T°0S L61°9C SL¥'T9 wBL°8Z 1°07Z S96°19 STT’OT OCZ°S9 6T9°LY 0s¢ soT’OL  950°0C (*y 000T) axen wexy
un
o't SLp PLL°LS  STS zz6’ey (4 o8L (12 & { 2K 73 $L9°0¢ 4 €47 90’61 (48 000T) woyaonpog
(14 112 z6Z't s19 (TR 0s 29 6’1l 169 6Lt 43 "6y 1 {34 ¢ (vi/62) PIOTA
€ 8tL TT6'vT  ¥S8 ({224 v e 86S°1Z 190 160°L1 L €se 1& 2843 (*4 000T) °azen wesy
iﬂ
ven ."o vsa jo ven jo
s ussn v¥sn ussn vsn (W ussn sn ussn ven \ o usen ven
ussn ussn : ussn
Se61 0061 SL6t oLéT S96T

S061-S961 °uoT3IoNpoag doid peIdersg jo uosyredecd

I¥SEN puv VEn (1 elqel



71

* (seanby3 buypuodseaic) I10)) NOOGIVEX [PIFISTITIS WN

.1 SOJI08 $O7ISJIVIE POSSEOOId ‘ONd 980IN0S

€1l weL’s  $80°s  0§9°9  9L0°S 9T  000°PS  196°C o’y  9ts’c Bl €2L'E  SST°C  (aM O001) uOFIONpoad
9z 196°C 696’91 9T0°S  6€6°B1 € 6P’y  POT'ET  069°C  sLI‘ST 92 66»°C  ElC'eN (*n/62) ProTA
Iy 0S¥t Lot fze'ty o9z 0y ozt oot Le0°t  €€T 69 90°t  L€2 (*H 000T) AzeH wexv
T )
1L  6v6°ST  €9S°TZ ©09°9T $66°8Z LS ZBI’PT  6GEG°FT  PIPO’IT  10C°0Z SV "o's  €90°e1 (a4 0001)
SUOTeN °TONS SIThag
€10  168°IC ©860°8Z 680°1C L9L'¥Z (Ol ELP'9T  ¥99°PT  IC1‘€Z  ¥T6°OT 901 61S°0Z 66Z°61 (aM 000() UOTIONPOId
19308 uoten
pue erquaishbep
STl  OIS’S  68L°Y  6L8°S 950’V $9t  LT8'P  616°T  TEY'E  069°C €9 »SP°C  TTS’S (4 0001)
. . uoYIMNPOIY
POeg UW030D
L°g9e  OET'S  OEP‘l  819'P  L69°T g L6 €66°Y 9IS ”i's 9 SKZ'LT 6M°'Ss O (34 0007) uoy3Ionpoigd
6'€Or 062°T et 190°T  6€1°T -0t €T’  ICT'L 982l  T110°( Lt 6It°'t  €s6 (on/63) PIOIA
1°26¢  €SO°P  IST'T  €SE'Y  O6P'T  6°008  SPO’Y  T8Y wue'y se 081°CZ oo’y 12 (4 000°1) ‘azey wexv
Speeg Ienoyjung
€°96C 600°€L TEE’OT €20°L9 LEL'EL 8°9Ss ZTO'TS  SO9’'PT  COL'96 OLL'PT  O18 9(9°08 1Iv6‘0T  (iM 0001) woy3lonpoid
0°ve TSE’TT  9SE’CE  €99'6  SLS'6T #°SE  6PT’OT  9S9°6C Z0O'ZT TO9°ST  oF LeToT  svL’1e ,. o/t prema
S 69(T TEP’9 0sS 966’9 (2 1] €°S9sl  €06°¢L ots »90°S sLs 175 10 SR 4L M | (1 (%4000°T) “Axen eexy
S903IVIOG
¥sh jo yon jo ¥sn jo
S se  yssn vsn ussn vsn . se  yssn vsn ussn vsn .o ussn ven
ussn ussn usen
061 0061 . T3 oLet <961
Ll & o &2 o J AR WAL 4 A o K 4 - SRS e B0 -.“,I'!'li'..,.‘.'.. awa g AL 2

ponutIU0d  “PT erqey



72

performance and higher average yield per hectare of
cultivated wheat. The wheat producing regions of Canada
are also known to lie more to the northern portion
relative to the USA. Hence, one can assume that the
relatively poor wheat yield obtainable in the Soviet
Union cannot be entirely attributed to adverse or
unfavorable weather conditions only, but also some other
factors as well, such as the farm management practices,

technology innovation and use.

Livestock. Soviet livestock productivity is
plagued by its own problems too. The feed that go into
producing livestock products and the products themselves
account for almost 70% of gross agricultural output value
in the Ssoviet Union.! The pattern of developments in the
Soviet feed-livestock sector can throw much light on the
growth of Soviet grain imports since the early 1970's.

Most of the devoted resources and investments in
Soviet agriculture is due to an attempt to increase
livestock production, either directly through raising
livestock, producing feed, or performing other support

operations.

lrivestock and Poultry, Situation and Outlook
Series (Washington, D.C.: USDA, Econ. Res. Serv., Report
#LPS40) (February 1990), p. 25.
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The main Soviet strategy of increasing livestock
production has been focused on the modernization of
livestock operations on both their state and collective
farms. As observed by Edward Cook, a major feature of
this modernization has been in the development of
industrial 1livestock facilities, primarily for poultry
and pork production.l

There have been mixed results attained through
the Soviet modernization strategy. Most increases in
livestock production have been achieved through costly
increases in the number of low productivity animals.2

In spite of sizeable investments in the past on
improved housing, machinery, and other inputs,
productivity indicators in the Soviet Union are not too
encouraging and they have failed to be as competitive as
their Western counterparts in performance.

Production in the last 20 years has fallen behind

demand. Between 1966 and 1985, meat production increased

lEdward C. Cook, The Soviet Livestock Sector--
Performance and Prospectus, (Washington, D.C.:
Publication of the USDA, Foreign Agricultural Economic
Report #235, 1988), p. 1

2Increases have been achieved by merely
increasing the number of animal heads. Compared to the
United States, the USSR produces nearly 60 percent less
of beef and veal per head of cattle and nearly 70 percent
less pork per hog. Livestock and Poultry, Situation and
Outlook Report Series (Washington, D.C.: USDA, Econ.
Res. Serv. Report #LSP 37, February, 1989), p. 16.
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a meagre 2.75% annually (Table 16) and milk production by
1.5%, but despite these increases production has failed
to meet the demand for livestock products such as meat,
milk, and milk products. Population growth and a high
income elasticity of demand for livestock products has
resulted in a rate of demand increase that is greater
than the increased rate of production.1

Major productivity gains in livestock products in
1986 were largely consolidated in 1987 with little or
very modest improvements. Figures in Table 16 indicate
that meat production in the USSR in 1987 increased 3%,
milk 1%, and eggs 2%. Most of the increase in meat
production was due to more cattle and hog slaughtered as
indicated in the decreasing figures of livestock herds in
1987 and 1988 compared to 1985 figures in Table 15.
Nonetheless, the share of 1livestock production in the
"market basket" continues to grow. Production growth
rates have revived in comparison with those of 1976-81,
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