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X I  BRIEFING 22 May 1961 

SOVIET ECONOMY 

I. Soviet  economy still  growing a t  vapid r a t e  over -a l l .  

I A. GNP c u r r e n t l y  l i t t l e  less than  half  of US but  expanding 

about twice as fas t  ( c .  6% annually).  

B. I n d u s t r i a l  p a r t  of Seven Year Plan (1969-65) ahead of 

schedule ,  Soviets c la im in l a s t  two yearo i n d u s t r i a l  out- 

put grew over  22 percent le::againet 17 percent demanded 

by plan ochedule. 

C .  La te s t  r epor t - - f i r s t  qua r t e r  1961-shows some slowing i n  

rate of I n d u s t r i a l  growth but  ehould not be i n t e r p r e t e d  

a s  a s i g n  t h a t  indus t ry  is in d i f f i c u l t y .  

1. May reflect Khruehchev'e dec is ion  announced in January 

t o  t r a n s f e r  some I n d u s t r i a l  funds t o  support  lagglng 

a g r i c u l t u r a l  production. 

2. Also, transfer during second ha l f  1960 of f i n a l  two& 

t h i r d s  of some 80,0'00,000 wage earners  from 46 t o  41 

hour work week probably slowed i n d u s t r i a l  growth 

temporarily . 
De Khrushchev i n  January f i r m l y  r ee t a t ed  claim t h a t  USSR rill 

o u t e t r l p  US in economic f i e l d  by 1970, thereby '*defeating** 

cap i t a l i sm without war. 

1. Thio goal  not f eae lb l e ,  but  in bas i c  i n d u s t r i a l  commodi- 

ties Soviet  progress i a  impressive. Alkeady ahead of 

US in output  of i r o n  o re  and coa l .  (However, i r o n  
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ore comparison deceptive.  US production of -8S 'mi l l ion  

metric . tons  is mpplemented by  i m p o r t s  of 15 mi l l i on  

tons from Veneeuela and 11 mi l l ion  tons from Canada; 

furthermore, near ly  50 percent of o t e e l  production 

come8 from scrap metal r a t h e r  than ore .  US88 produced 

107 mil l ion  metric tons of i r o n  ore but  does not i m -  

port and use8 f a r  less scrap.) 

2. Steel putput now about 95 percent of cur ren t  US l e v e l .  

Machine t o o l  output  considerably ahead. 

3. By 1965, more b a s i c  commodities, (8.g. cement and 

p o w e r  generators)  w i l l  be close t o  US output .  

E. Dol lar  value Soviet  inveetment i n  industry in 1980 ex- 

ceeded high6etiUS f i g u r e  (1957) and before end of 6 0 ' s  

output  of heavy indus t ry  will be close t o  US. 

11, Sovie ts  increas ingly  ab le  t o  a l l o c a t e  re8o)rrces for s t r a t e g i c  

purpose-defense, sc lence ,  fore ign  o p e r a t i o m .  

A. Defense spending about equal  t o  ours.  (measured i n  d o l l a r s )  

f3. This achieved a t  expense of consumer but  preference f o r  

i ncen t ives  over coercion br ings  not iceable  improvement 

in t h i s  area, too. 

111. Noticeable improvement8 i n  l i v i n g  s tandards made and regime 

evincing increas ing  concern f o r  consumr8,  

A. Bemarks by Khruahchev a t  B r i t i s h  F a i r  in Moscow on 20 Hay 

Imply a g r e a t e r  p r i o r i t y  for l i g h t  industry.  
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1. 1961 plan a a l l e d  f o r  a 9.5 percent increase  i n  out- 

put of heavy indus t ry  and a 6.9 percent Increase  f o r  

l i g h t  induetry.  Presumably i n  the f u t u r e  planned 

rrtgs of growth w i l l  be more nearly equal.  

2. L i g h t  indus t ry  base I s  s n d l l  compared to  t h a t  of 

heavy indus t ry ;  hence change in rates can  be accom- 

p l i shed  without major s h i f t  of resources Or j eopard iz ing  

Seven Year plan goals .  

3. Such policla change8 i n  favor  of coqsumer have been 

common during Khrushchev regime and a r e  intended t o  

provide mater ia l  incent ive ,  improve fo re ign  Image of 

l i fe  i n  USSR and pronote suppOrt 'among c i t i z e n r y  for 

regime. 

B. Recent Weetern press  r epor t s  ,of food 'shortagee should be 

discounted. Poor a g r i c u l t u r a l  showing i n  1959 and 1960 

has somewhat restricted supgl. ie8--particularly meat--but 

food per c a p i t a  f a r  g r e a t e r  than during Btalin'rr day. 

I V .  Important t roub le  apo t s  remain. 

A, Houeing shortage still  acute ,  Gagaria, i n  t o p  1/2 percent  

income gmup,  reoeWod2from g r a t e f u l  8ovle t  s t a t e  for self 

and f i v e  dependents a four  roondXat .  

remains p r i o r i t y  ob jec t ive  

More housing 

9-2a 

; S E C R E T  

Approved For Release 2005101127 : CIA-RDP64B00346R000500080009-4 



. -  . ... .. . . - 

. Approved For Release 2005101127 : CIA-RDP64B00346R0005000600094 

S E C R E T  15 May 1961 

B, Organieat ional  addustments cont inue,  p a r t i c u l a r l y  i n  t h e  

adminis t ra t ive  and planning apparatus ,  

C. Agricul ture  remains weakest pa r t  of t h e  economy. Seven 

Year Plan ca l l s  f o r  a Sb t o  60 percent net increase  over 

1958 i n  a g r i c u l t u r a l  ou tput ,  bu t  ac tua l  increase  almost 

c e r t a i n  t o  be much smal le r  and s l i g h t  progress toward 

goal  made through 1960. 

1. Regime has launched massive a t t a c k  on a g r i c u l t u r e ' s  

woes including the  f i r i n g  Of Agricul tural  M i n i s t e r  l a s t  

December, a "no holds barred" Central  Committee meeting 

on a g r i c u l t u r e  In January, a j u s t  completed t o p t o -  

bottom reorganization' .of a g r i c u l t u r a l  management, and 

apparent ly  some add i t iona l  investment i n  a g r i c u l t u r e .  

2. New approach could improve s i t u a t i o n  b u t  w i l l  t ake  

time, Soviet  a g r i c u l t u r e  still  t i e d  t o  vagar ies  of 

weather and backwardness of farming techniques and 

a t t i t u d e s .  

3. La tes t  reports Bhow better than average weather for 

a g r i c u l t u r e  t h i s  season but  i t  is too  e a r l y  t o  fore-  

c a s t  outcome. 
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