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Summary findings

Private services could contribute greatly to economic
growth in Russia and the other former Soviet states.
Easterly, de Melo, and Ofer use econometric analysis to
identify the gap hetween expected and actual levels of
service activities in these countries and simulate the effect
on GDP and employment of closing the gap. The gap is
particular'y wide for business and consumer services.
Transport and publicly provided services are comparable
to, or higher than, those in other countries.

Traditionally, the Marxist doctrine of socialist
economies has labeled services “nonproductive.” And
there is continuing evidence that national policies in
these countries favor producers of goods over producers
of services. In Russia, for example, there was until
recently a 25 percent ceiling on trade margins for some
products, and the enterprise profits tax is higher for
producers of services than for produce -. of goods. Also,
coefficients for real estate lease payments are sometimes
higher for service firms.

It will be important for Russia and the other former
Soviet states to identify a policy agenda to facilitate the
rapid expansion of services. The policy agenda should

entail legal, economic, and institutional changes to
eliminate the current bias against cervices, so that service
firms can operate on a level playing field. It should also
include pro .tive prograrus to stimulate a rapid increase
in the level of service activity.

Appropriate measures may include:

* Changes in the tax law, the regulatory framework,
and other economic incentives.

¢ Government programs to accelerate private sector
development and the privatization of government
distribution and service activities.

* Training for enterprise employees to facilitate their
transfer from production to se1 vice activities.

* Action to support the orderly aevelopment of input
and output markets.

» Creation of a modern banking system that will u-e
appropriate criteria to provide credit to service
enterprises.

* Consideration of service activities as priorities for
international technical assistance and direct foreign
investment.
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the department to address issues of economic reform and growth in the former socialist countries. The study was funded
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SERVICES AS A MAJOR SOURCE OF GROWTH IN RUSSIA AND OTHER VORMER SOVIET STATES
by

William Easterly, Martha de Melo and Gur Ofer'

A. Introduction

Purpose and Crganization of this Paper

Services are playing an increasingly strong role in develcoped market
economies, reaching two-thirds of GNP in some countries. In Russia and other
former Soviet states, which are currently undergoing a painful transition from
~entral planning to a market economy, services have higtorically played a smaller
role. In this paper, we look beyond the transition period, which has so far been
characterized by financial instability and a general contraction in output and
employment, to a period of positive growth and structural change. We argue that
services, and in particular business and consumer services, will be a major
gource of growth in the coming years because: (i) the large gap between the
current level of service activity in socialist countries and the expected level,
based on international experience, implies growth of the service sector itself;
and (ii) positive effects on the economy at large arising from increases in the
quantity, quality, and diversity of services are likely to generate productivity

increases in the goods producing sector. If this view is correct, it has

! William Easterly and Martha de Melo are in the Policy Research Department
of the World Bank; Gur Ofer is at the Hebrew University in Israel. The findings,
interpretations, and conclusions in this paper are the authors’ own. They should
not be attributed to the World Bank, its Board of Directors, its management, or
any of its member countries. We thank Olga Sandler for her valuable research

assistance.
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important implications for the policy agenda of Russia and other former Soviet

states.

t

The evidence for these two arguments is summarized below in the remaining
two parts of the introduction. Section B below explains the 3ource and
organization of the international and Soviet data used in the cross-country
analysis of the role of services. Section C then reports cn che statistical
analysis of the role of services and provides estimates of the gap in the actual
and expected levels of gservice activity in Russia and other former Soviet states.
Section D discusses the possible contribution of services to growth in Russia and
other former Soviet states based on simulations of expected levels of service
activity. Implications are then drawn for the governments’ policy agenda.

The Gap in Service Levels

It is well known among Soviet specialists that the structure of the USSR
economy, and to a lesser extent other socialist countries, was distorted compared
to other countries--with a large industrial base and a small service sector.
This unique economic structure developed for several reasons. First, central
planning replaced the decentralized trading function with a centrally directed
distribution system. Second, private production -- which might have otherwise
fostered local, decentralized service providers -- was banned. And third, a
Marxian doctrinal bias against both "non-productive" services and consumption led
to a double bias against household consumption of services. The service deficit
economy has been identified and discussed in such studies as Ofer 1973 and 1987
and others.

In 1985, only 40 percent of the GDP at factor cost of the USSR was produced
by service industries -- including both publicly and privately provided services

-- and only 39 percent of the USSR labor force was employed by the service
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sector. Anyone interested in making a crude international comparison will find
that these levels are significantly lower than the corresponding ones for "middle
upper-income countries" as defined by the World Bank, where service shares were
50 and 53 percent respectively; for five of the lower income countries in the
Organization for Economic Development and Cooperation (OECD), where service
shares were 55 and 43 percent respectively; for OECD as a whole, where both
sexrvice shares were 61 percent; and for the United States, where service shar.s
were 67 and 69 percent respectively.?

As will be shown below, levels of publicly provided services are comparable
to, or higher than, those in other countries; so the gap in private services is
even larger than these aggregate figures suggest. A maior objective of this
study is to provide current estimates of the gap between the actual and the
expected levels of service activity in Russia and other former Soviet states,
vhere adjustments are made to Soviet and internaticnal data on services to
achieve comparability and where data is disaggregated to arrive at comparisons
for service sub-sectors and for individual Soviet republics.®
Externalities from the Expansion of Services

A fairly extensive literature has developed over the last 25 years on the
growth potential of the service sector. A seminal article by Baumol 1967,
followed up by Baumol et al. 1985, argues that the inherent technological
structure of many rervices inhibits productivity growth and results in increasing

real costs and increasing difficulties of government to finance expected

? All data for comparator countries are for a year during the late 1980s.

3 previous estimates of the sub-sectoral gaps in USSR services are provided
by Ofer 1973, and more recent estimates of service shares for Eastern Europe and
the USSR are provided in OECD 1991. See also Schroeder 1987.
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services. This thesis has remained controversial, with Baumol maintaining that
this phenomenon is explained by the intrinsically labor-intensive nature of these
activities in the face of a high income elasticity of demand and others (see for
example Fuchs 1969) maintaining that difficulties in measuring output and prices
of services may result in an under.stimate of productivity growth in services.!
Griliches 1992 addresses this controversy head on by exploring in detail how
services output and prices are measured by official data collection units in
developed countries. Hae concludes that for many sectors -- such as health care,
financial services, and retail trade -- productivity measures reguire additional
relevant data on the uses of consumer time and on household and firm activity not
captured hy market-based statistics. For other sectors -- such as transport,

’
communications, education, and -ther public services -- progress has been made
in defining new approaches to productivity measurement. But no resolution of the
original controversy is achieved. For example, although the Summers and Heston
chapter in this book (used below for international comparisons of services in
final use) tends to support the Baumol hypcthesis, Griliches sums up his
introduction with a more positive view of productivity growth in the service
sector.®

While efforts to measure productivity growth within services continue,
important conceptual arguments have been developed to support the existence of
positive externalities from the service sector. Such arguments are found in

Wallis and North 1986, Romer 1987 and 1921, and Giarini 1987 and 1989. Wallis

4 An example is the failure of national account3 to capture increases in
productivity due to wide-scale introduction of computers.

$ In their chapter, Summers and Heston base their analysis on final
services; however, most of the growth of service activities in recent decades has
been concentrated in intermediate services.
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and Nor-h 1986 make the general point that services enhance productivity in the
goods producing sectors--whether they are orovided inside or outside the f£iim.®
Romer refines this argument by pointing out that the development of services
facilitates specialization and hence productivity growth in firms producing
goods.” Giarini, among others, argues that financial and informational services
reduce risk and uncertainty, hence reducing overall costs. Although plausible,
such ideas are not yet backed up with empirical work.

A further point in considering services as a source of growth is that slow
downs in productivity growth in services experienced by the developed countries
will not necessarily apply to the developing countries, which can benefit from
technological advances achieved elsewhere. Thus, there is strong reason to
believe that former socialist countries, where services were repressed, will

benefit from a wide range of service-related productivity enhancements.

B. International and Soviet Data on Services
The service sector is defined here to cover all economic activities other
than agriculture, mining, manufacturing, construction, and utilities.® The many
remaining activities included in the service sector differ according to function,
factor intensity, technological sophistication, anrd size. It is therefore
important to sub-divide services into various sub-sectors, to arrive at more
homogeneous activity groups. There is little standardization of sub-sector

groupings (not only between sociaiist and non-socialist countries, but also among

¢ See also Gershuny 1987 and Ott 1987.
7 See also Grossman 1989 and Grossman and Helpman 1989.

8 There are diverse views about the definition and measurement of services.
Some definitions, for example, algo include construction and utilities.
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non-gocialist countries); but we believe there is a logical classification into
three distinct sub-sectors: infrastructure services (transportation and
communication), public services (education, health, and public administration),
and business and consumer services (all other Jservices, including housing) .?

The international data used in the regression analysis r2ported in Section
C consist of two data sets: 25 developed cot itries covered by the Organization
for Economic Development and Cooperation (OECD) national accounts data, and 160
countries covered vy data compiled for the World Bank’s World Tableg. The latter
data set is referred to as "world economieg"; it includes aggregated OECD
national accounte data, national accounts data for developing countries taken
from country-specific sources, and data on employrent from the International
Labor Office (ILO). The advantages of the "world economies" data set are that
it is a larger sample and provides more natural comparators to some of the poorer
Soviet republics; its limitation is that there is little disaggregation by sub-
sector. The more detailed OECD aational accounts data are used independently of
the "world economies" data set because they permit a separation between public
services, such as health and education, and private business and consumer
services. The limitations of the OECD data are that thry represent fewer
countries and these countries have higher per capita incomes than the former

Soviet states.'®

°, In principle, housing might best be classified with infrastructure
services, but OECD data classify it with financial services and Soviet data
classify it with community services--hence the classification here with business

and consumer services.

 In addition to these two data sets, the discussion on End Use in Section
C draws on estimates of real services for 60 countries by Heston and Summers in

Griliches 1952.



The data used for the USSR are shown in the four tables of Appendix A.
Appendix Table Al shows GNP of the USSR by sector of origin, based on the U.S.
Congress JEC (or CIA) 1970-based constant price data for the 1960s and 19708 and
their 1982-based constant prices for the 1980s. A distinction is made between
market prices, also known as "established" prices, and true factor costs, where
the latter are arvived at by subtracting taxes, adding back subsidies, charging
correct rates for depreciation and return on capital, and adding second economy
provision of services. The analysis of service shares in total value added is
based on these factor costs, which provide significantly higher service share
estimatas. Specifically, in the most recent JkC calculation of GNP at factor
costs in 1982 prices, the share of consumer services is nearly double that at
market prices -- rore than half the difference being concentrated in housing
services where subsidization is very high.

Appendix Table A2 shows USSR employment by sector, both including and
excluding private agriculture. The data are taken primarily from the U. S.
Bureau of Census; and the estimates including agriculture are used in the
comparison of the USSR and OECD countries. Appendix Table A3 shows employment
by sector for each of the republics as well as for the USSR as a whole. These
data were obtained from Goskomstat and the Center for Economic Forecasting of the
Ministry of Economics for Easterly and Fischer 1992. They are the only
emplovment data available for the republics and appear to exclude private
agriculture, which would bias the Soviet data against the hypothesis of smaller

service sectors. They aie used in the comparison with the "world economies".!!

! These and accompanying data, including net material product in comparable
prices, labor force, and capital stocks in comparable prices, by sector and by
republic, 1970-90, are available from W. Easterly, World Bank, 1818 H St. NW,
Washington DC 20433.
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Appenaix Table A4 shows houaehold consumption and the share of goods and various
services consumed by households as a percent of GNP; data sources are similar to
thuse for Table Al.
C. Internacional Compariscns of Service Activity

How low were gervices in the sSovict Union? In this section, we present
some estimates of how far Rusgsia and cther formexr Soviit states are below
international activity norms for different services. Activity levels are
measured by shares in value added, emplcyment, and end use.

For value added and employment, the approach is to use regression analysis
to compare the sectoral structure of Russia and other former Scviet states with
countries at similar leve's of PPP-based per capita income. For countries other
than the USSR, PPP-based per capita incomes are taken from the Summers and
Heston data set (see Summers and Heston 1988). For Russia and the other Soviet
republics, we use World Bank estimates of PPC-based per capita GDP for 1987."
Yearly estimates are extrapolated on the hasis of real growth rates for the USSR
and periodic information on ratios of per capita income in each of the republics
as compared to the inion."

Regresrion analysis is undertaken for total services and for service sub-
sectors coinciding or falling within the conceptual categories distinguished
above -- namely, infrastructure, business and ronsumer services, and public
services. Emphasis is given to the business and consumer services category, by
investigating its major components -- trade, financial services, and consumer

services. Serviceg in this category are normally provided by the private sector

2 gee the World Bank’s World Development Report 1993, Table 30.

13 USSR real GDP growth rates are taken from Easterly and Fisher 1992, and
republic/USSR ratios are obtained from IMF/IBRD/OECD/EBRD 1991.
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and are particularly undexrdeveloped in the former Soviet states where public
provision of all services continues to dominate. The dependent variable in the
regression analysis indicates the level of service activity and is measured by
the service share in value addeu and employment.

The regressions are performed on panel data sets, with OECD observations
available for the 1960s, 19708 and 19808 and "world economies" observations
available for the 19708 and 1980s. The panel dimension of the data does not add
much to the exercise, since most of the variation is across countries rather than
time. We therefore use decade averages rather than annual observations; and the
decade average coefficients can be used to assess whether there were shifts in
the levels of activity over time. Where the coverage of sub-sectors in the
Soviet data differs from the OECD and "world economies" classifications, we
typically bias the Soviet data against the hypothesis of smaller service sectors
by using broader categories.

The regression results are shown in Table 1 and Figures 1-25 (see also the

accompanying Notes to Figures). Table 1 shows the residuals -- or differences
in actual and expected employment shares -- for Russia and other republics in a
regression with "world economiesg" data. (Individual Soviet republics were

included as dummy variables, which do not affect the regression line.) The table
shows two columns for each category of economic activity. The first column shows
the estimated gap in service employment shares over the whole period. A positive
number indicates that actual shares were above expected shares based on
international norms and a negative number indicates that actual shares were below
expected shares. The second column shows the shift from the 19708 to the 1980s.
Here, a positive number indicates a shift toward international norms, which are

higher; and a negative number indicates a shift away from international norms.
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The table shows that, with the exception of transport and communications,
residuals are negative, and generally strongly negative. The other regressions
are performed on non-Soviet data, with Soviet data --either aggregate orx
disaggregated by republic -- introduced in Figures 1-25 for comparative purposes.
Value added

The share of total services in GDP is shown as a scatter against income
in Figures 1 and 2, which respectively include and exclude military personnel.
Ag explained earlier, each observation is a decade average, with the time period
in the OECD comparisons covering the 1960’'s, 1970's and 1980's. Typically, the
1960’'s observation is the furthest to the left, indicating lower per capita
income; and the 1980’'s observation is the furthest to the right, indicating
higher per capita income. In both figures, the USSR shows up as having a lower
share of total services than expected, along with its fellow planned economy
Yugoslavia. It would be necessary to reduce the estimate of USSR per capita
income to that of Turkey to make its total service sector conform to the
international pattern.'* As described below, there is substantial variation in
sub-gector activity levels.

Infrastructure. Figure 3 shows a comparison of the Soviet transportation
share with the OECD category "transportation and storage", while Figure 4 shows
the corresponding scatter for communications. The Soviet transport share is well
above OECD norms, while the communications share is below OECD norms. The
inclusion of storage in the OECD data makes the higher Soviet transport shares

even more striking, although value added from storage is probably small. The

4 0f course, declines in GDP in recent years have resulted in dramatic falls
in per capita incomes in Russia and other former Soviet states; but the analysis
here predates this phenomenon.
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combined Soviet transport and communications sector (not shown) is also above
average.

Business and consumer services. Figures 5 and 6 show that the Soviet trade
share in value added is far below OECD norms, where the latter are defined with
and without restaurants and hotels. The share of Soviet banking and insurance
in value added is close to zero, as shown in Figure 7. Figures 8 and 9 show a
comparison of consumer services (repair, recreation, culture). Some OECD data
include housing, and some do not. Therefore, USSR data are shown with and
without housing. When housing is included, the USSR lies above the regression
line; but when housing is excluded, it lies below the line. This is because the
housing share in value added is large in the USSR -- about 5 percent of GDP.

Public services. Figures 10, 11, 12, and 13 compare the share of public
services value added in the USSR and OECD. Figure 10, which includes wages of
military personnel for the USSR and most OECD countries, shows that the Soviet
share of public services was higher than OECD norms in the 19608 but that it
dropped slightly below international norms in the 1970s and 1980s. The exclugion
of military personnel (Figure 11), science personnnel (Figure 12) and both
military and science personnel (Figure 13) in the Soviet data substantially
reduces the Soviet public services share.

Conclusion: Soviet value added shares of trade, communication, banking and
finance, consumer services excluding housing, and public sgervices excluding
science/military personnel are substantially below -- and in some cases far below
-- international norms. As a result, even though some activities, such as
transport and housing, have higher value added shares, total services play a much

smaller role in the Soviet economy than they do in OECD countries. Above-norm
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sector shares may indicate some scope for efficiency gains, whereas below-norm
shares may indicate sources of growth.

The data illustrated in these figures indicate that the value added shares
of transport, trade, and banking/ingurance are relatively constant for a wide
range of developed countries, as measured by per capita incowe, while the shares
of communications and and public services -- increase. Only the share of
consumer services declines with rising incomes. Total services clearly increase
with per capita income. Thus, future growth in total services’ value added in
Russia and the other former Soviet states will arise from increasing incomes as
well as from cleosing the service gap.

Employment'*

We next compare data for Russia, the other 14 former Soviet republics, and
the USSR on employment with the two alternative internmational data sets described
in Section B: OECD and "world economies”. The former is much more detailed,
while the latter contains a larger sample and provides more natural comparators
to some of the poorer Soviet republics. Figures 14 and 15 compare total service
sector employment shares in the former Soviet states with employment shares in
the "world economies" and OECD respectively. Soviet republics are identified
with the appropriate two-leL..r abbreviation while other countries are just shown
ag asterigks. Soviet republics are consistently below international norms in
Figure 14; however, they conform to the norm in Figure 15. As with the analysis
of value added shares, sub-sectoral employment shares of Soviet republics show

quite clear patterns in relation to internaticnal norms.

5 Because of problems of data availability, the employment results are
reported just for the initial years of each decade (i.e. 1970 and 1980). The
Soviet data used for comparison are taken from Appendix Table 3 for the same
years to match.



15

Infrastructure. Figures 16 and 17 show scatter diagrams of the transport
and communication employment share against per capita incomes in the "world
economies" and OECD respectively. As in the case of value added, there is no
relationship between this share and incomes. Almost all the Soviet republics lie
above the norm for infrastructure services, and Kazakhstan, Estonia, and Russia
head the 1list. In Figure 17, only Norway and Iceland are comparable.
Tadzhikistan, Uzbekistan, Armenia, and Moldova are the Soviet republics with the
lowest infrastructure employment shares and are about at the "world economies"
and OECD averages.

Business and consumer services. Figure 18 shows the scatter diagram for
the wholesale and retail trade employment share in "world economies". The former
Soviet republics are far below international norms for comparable levels of
income. There is the usual problem that the international data include
restaurants and hotels, while the Soviet data include only restaurants. Thus,
we compare the Soviet trade data to OECD data for trade, restaurants, and hotels
in Figure 19 and to OECD data for wholesale and retail trade only in Figure 20.
Figure 19 shows trade services in the Soviet republics to be substantially below
OECD norms; Figure 20 shows them to be only slightly below OECD norms. Unlike
value added, there is a slight tendency for trade employment shares in the Soviet
republics, as well as in OECD countries, to rise with per capita income.

Figures 21 and 22 compare the banking and insurance employment shares in
the Soviet republics with "world economies" and OECD employment shares
respectively. Employment in the Soviet financial sector is far below
international norms by either measure, with the gap increasing as incomes rise.
In Figure 23, we compare Soviet data on community services, which include housing

services, with OECD data on consumer services, which here exclude housing as well



16
as privately-provided health and education services. Despite the inclusion of
housing in the USSR data, making it broader, Soviet shares drop precipitously
below OECD norms as income rises.

Public services. Figure 24 shows the sum of government, health, education,
and science employment shares for the Soviet republics compared to the sum of the
OECD categories for government services and social and related community services
(the latter is mainly health and education). The inclusion of science is
problematic since it is not clear how much of this category is included in the
OBCD figures; we therefore also show Figure 25, which excludes science in the
Soviet data. Defense is included under government services in both sets of
accounts; and the large Soviet defense establishment must be a major factor in
explaining why Soviet employment shares are above those for the OECD at their
income level in both cases.

End Use

Another way to define the role of services in the economy is by the share
of gservices in end use. For this analysis, we rely on comparisons of real
activity levels generated by Heston and Summers (H&S) under the UN International
Comparison Program (ICP). The focus here is on household consumption because H&S
include all education and health services in household consumption and assume no
gservices are used in investment, private or public. The H&S international
comparison of household consumption of services is described in a recent paper
(Heston and Summers 1992), which is also included in Griliches 1992; it is
explained below and used as a reference comparator for the Soviet dat;. H&S on}y
treat services at the aggregate level; su it is not possible to draw conclusions

at the sub-sector level.



17

The H&S study is based on a sample of 60 ICP countries for 1980. Using
this data, they estimate two share variables: SC (consumer services as a
proportion of total household consumption) and SGDP (consumer and government
gexrvices as a proportion of GDP).'* These shares are estimated at two sets of
prices: nominal market prices observed in each country and a set of
international (real) prices applied uniformly to all countries.

The actual data and expected levels of SC and SGDP -- where expected levels
are estimated on the basis of PPC-based per capita income -- are presented in
Table 2. Table 2A gives data for the USSR for several different years, and Table
2B gives data for Russia and the other republics in 1990. 1In all cases, expected
levels are far above the actual levels. Indeed, the actual Soviet levels of SC
and SGDP at market prices are mostly below the estimated intercept of the
equations. When compared at market prices, the actual levels of SC and SGDP are
estimated at 10 to 20 percent of GDP below expected levels. When compared at
factor costs, actual levels are estimated at 5-10 percent of GDP below expected
levels. Since final services are defined to include both privately and publicly
provided services like education and health and since Soviet public services --
reflected in the value added and employment comparisons described earlier -- are
typically high, it can be concluded that the actual level of Soviet private
consumer services is far below the expected level.

Although the Soviet republic data in Table 2B are ordered by level of GDP
per capita, there is no clear pattern. Nevertheless, several observations can

be made. Among the republics with higher than average incomes, such as the

' H&S also define an "augmented consumer services" variable to capture
trade and freight transportation services for consumer goods, estimated from
input-output table coefficients. We have not tried to reproduce this variable

with Soviet data.
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Baltic republics, the actual shares of services in consumption are typically
lower than average. Among the republics with lower income levels, some have very
high shares -- Tadjikistan, Armenia, and Turkemenistan -- and some have extremely
low shares: - Uzbekistan, Azerbaijian, Georgia, and Moldova. The republics
clearly do not conform to the international patterns estimated by H&S. More
study of the data and the sources of these differences is needed.

Actual data for Russia and other Soviet republics on the share of household
consumption in GDP show the familiar decline with increasing incomes, reflecting
the fact that, at higher incomes, societies can afford to devote more resources
to investment and growth. The decrease in the consumption ratio partly offsets
the tendency for service shares in consumption to increase as income rises, with
the result that the share of services in GDP increases only moderately with
incomes. Also, the typical Soviet consumption share is between 50-55 percent of
GDP, while the typical share for lower-income European countries is above 60
percent. Thus, the low share of actual services in GDP reflects not only a low

share of services in consumption but also a low share of consumption in GDP.

D. Sexrvices as a Major Source of Growth

In Section A, we set forth a view that services, and in particular business
and consumer services, could be a major source of growth in Russia and other
former Soviet states in the coming years. This view was based on two phenomena- -
the existence of a large gap in service activity, which will be closed with the
transition to a market economy, and the existence of externalities arising from
the contribution made by services to productivity increases in the goods sector.
Two additonal types of externalities would appear to be particularly applicable

to economies in transition. One is the potential contribution to consumer
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welfare, through the provision of quality improvements and time-saving consumer
goods and services, whose values are not captured by the national accounts. And
the other is the leading role services play in systemic change.

There are several aspects to this role in systemic change. One is the
provision of a market infrastucture by the expansion of trading activities,
including import/export trade. Such activities must replace the old centralized
allocation and distribution systems which have deteriorated fast. Competitive
trading activities can reduce the costs of transactions and can facilitate
backward and forward linkages in production. It is perhaps obvious that the
creation of a market infrastructure during stabilization is particularly
important, as other forces are discouraging supply.” A second aspect is the
role that services can play as a testing ground for beginner entrepreneurs, who
are creating a new small business sector.' In most services, especially
business and consumer services, investment requirements are low. A third aspect,
employment generation, is a by-product of the other two. Employment absorption
will be particularly important for white collar workers with high levels of
education--a majority of whom will be women.

The gap between expected and actual levels of service activity in Russia
and other former Soviet states can be used to provide a comparative statics
simulation of the potential contribution of services to value added and
employment as these countries move toward a market economy. Expected levels of
gservice activity are estimated from the pooled cross-country OECD and "world

economies" data; and the percentage differences from the actual data are applied

7 Lipton and Sachs 1990 and 1992 provide some evidence on these points.

# por a study of new private service firms in Russia, see de Melo and Ofer
1994,
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to 1990 levels of value added and employment. Table 3 indicates the potential
contribution of services to value added in the USSR in 1990 for each of the sub-
sectors discussed earlier; and Table 4 indicates the potential employment
ceneration of services for Russia and each of the other former Soviet states.

The simulation results in Table 3 show that expected direct value added for
total services is 43 percent higher than the actual level, and this is without
accounting for any of the externalities discussed earlier. The additional income
generated by this difference -- about 120 billion rubles in 1990 current prices -
- could increase GNP by more than 10 percent and compensate for displacement
effects in other parts of the economy, such as a drop in military and heavy
industry production. The trade and consumer services sub-sectors would generate
the most income, as they are relatively large and the gaps between actual and
expected levels are also large.

For employment, the simulation results in Table 4 show that closing the gap
would generate a total of 6 million extra jobs for the USSR in 1990, with close
to 3 million jobs created in Russia alone. The employment gap is large, and
employment generation from closing the gap in services could compensate for an
overall unemployment rate of close to 3 percent. Additional research is
required on the 1likely time period for convergence between the actual and
expected levels of service activity and the likely sequence of convergence of
different sub-sectors.

A Policy Agenda for Russia and Other Formexr Soviet States

In view ¢f the above potential, it will be important for Russia and the
other former Soviet states to identify a policy agenda to facilitate the rapid
expansion of services. Traditionally, the Marxist doctrine of socialist

economies has labeled services "non-productive'. And there is continuing
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evidence that national policies discriminate against producers of services as
distinguished from producers of goods. For example, in Russia, there was until
recently a 25 percent ceiling on trade margins for some products, and the
enterprise profits tax is reduced for producers of goods but nnot for producers
of services. Also, coefficirnts for real estate lease payments are sometimes
higher for service firms.

The policy agenda should entail economic, legal, and institutional changes
to eliminate the current bias against services, so that service firms can compete
on a level playing field. It should also include proactive programs to stimulate
a rapid increase in the level of service activity. Appropriate measures may
include changes in the tax law, the regulatory framework, and other economic
incentives; government programs to accelerate private sector development and
privatization of government distribution and service activities; training for
enterprise employees to facilitate their transfer from production to service
activities; action to support the orderly development of input and output
markets; creation of a modern banking system that will use appropriate criteria
to provide credit to service enterprises; and consideration of service activities
as priorities for international technical assistance and direct foreign
investment. The little experience with private services in the former Soviet
states and the historical negative view of the role of services there both argue

for a strong involvemu.at of the international community in services.
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Table 1: Differences in Actual and Expected Service Employment Shares: 1970s and 1980s a/

- S G S D G . D S G G R AR e s e P N G G G G S S G W e e SR ik A e G M G e G S e I R G T S G U e WS P A e e G D D SR G G A D D R e R T GE D ORGP S e e we

1970s & 1980s __Shift in 1980s 1970s& 1980s _ _Shift in 1980s 1970s & 1980s  _Shift in 1980s 1970s & 1980s _ Shift in 1930s

—— vl - — — v - ——— g w  am D -  — r —— — ——— o e s e e e e e o e e e = e A = e e

USSR 18 1.0 ©8 03 93 3.1 -10.6 01
Estonia 2.7 0.5 £ 0.2 -10.5 24 -11.0 03
Latvia 24 0.6 ©.7 0.1 -11.1 24 -113 04
Russia 23 1.9 £8 04 -10.0 37 9.1 05
Belarus 0.5 1.5 1.5 0.1 -11.1 29 -16.7 12
Lithuania 0.7 0.9 80 0.7 -11.7 ‘17 -16.5 24
Ukraine 12 07 6.7 04 -11.7 27 -13.5 04
Moldova 09 14 76 04 -11.2 17 -19.0 20
Armenia 03 0.2 %8 -1.2 1.1 33 89 22
Georgia R 1.0 13 06 16 22 -10.0 10
Kazakhstan 40 12 59 0.5 43 33 52 -1.0
Azerbaijan 17 0.9 4.1 -1.0 58 a7 6.0 25
Turkmenistan 02 1.1 .1 -1.0 £S5 36 17 29
Kyrgyzstan 0.9 04 %1 04 5.9 3.1 86 13
Uzbekistan 0.2 0.9 59 04 3 19 -107 0.1
Tadzhikistan 03 038 48 03 6.1 2.9 -11.5 12

dRsidualsﬁommgmssimofwviceunploymunshamoni‘mompercapin. Republics ordered by income per capita in 1990.

Le
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ﬁuzzmuwinamuw“mum

and 15 Republics
AUSSR
Actuals Esttmates o/
(Heston & Summsers
Equations)
sC SGDP sC SGDP
Pastar Costa eead) @ __. O _.
1950 37.2 3.7 w “
(1970 prioes) 1960 347 25.6 w “
1970 360 28,8 39.1 4.1
1970 344 2.0 39.1 M1
(1980 prices) 1980 33,8 264 4.8 350
1987 369 26.7 4.5 356
Markst
(Established) Prices
1970 211 16.6 39.1 M1
1982 217 171 W 421 3s.1
1987 24.1 18.5 433 3356
1990 38 12.7 338 322
B. 18 Regublica ( by order of i ita in 1990)
Market
(Established ) Prices 1990
Actuals Bstimates o/
(Heston & Summeors
(19%0) Equations)
sC SGDP sC SGDP
candDo @O __.
Estonia 20.0 139 533 39.0
Latvia 233 20.1 498 377
Russia 233 19.8 432 372
Belarus 25.0 177 45.8 36.4
Lithuania 14.0 206 436 356
Uknine 25.0 19.2 423 352
Moldova 12.3 19.4 41.1 s
Asmenia 29.1 236 40.1 344
Grorgia 13.8 4.5 40.1 344
Kazakhstan 10.5 2.5 39.6 34.2
Azerbsijan 114 21.0 36.0 330
Turkmenistan 238 255 356 329
Kyrgyzstan 26.0 26.4 3s.1 327
Uzbekistan 15.4 15.0 33.0 320
Tadzhikistan 29.4 27.9 32.1 31.7

o/ The Heston & Sumeners equations are as follows:
8C=.246+0.035 GNP per capita ($1000) (GDP per capita wed for Soviet republics)
SGDP=0.291+0.012 GNP per capits (§1000) (GDP per capits used for Soviet republics)

SC —~ Share of consumer services in household consumption (including education and health)
SGDP — Share of all services in GDP

b/ Number is interpolated by sveraging 1970 and 1987.

Sources: For actusla, Joint Economic Commitiss, U.S. Congress, USSR: Measares of Economic Growth
snd Development, 1950-1980 (1982), Washington, D.C., Joint Committos Print, p. 41; Joint Rconomic
Comeittee, U.S. Congress, Measures of Sovist Gross National Product in 1982 Prices (1990),
Washington, D.C., Joint Committes Print, p. 26; Albina Tretyakova, USSR: Gross National Product
Accounts by Republic, 1987 (1992), Washington, D.C. ,Conter for International Ressarch, U.S. Buress
of Consus, p. 169; World Bank data (Dmitri Steinberg), 1992. For estimatos, Alan Hostoa and Robert
Summers, "Measuring Final Product Servioes for International Comparisons,” mimeo (1992).
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Table 3: GDP Growth Potential from Services in the USSR: Counterfactual Estimates for 1990

................................. [ YR ) NS ) M
Additional Additional GDP as

Sector Equation Residual GDP o/ 8¢ of Present GDP in Sector
................................. ) e (billionrubles) .
QECD Equations
Total Services -10.8 1209 433

Transportation 32 =340 -32.4

Communication 0.3 34 304

Trade 5.9 63.5 76.0

Banking & Insurance 2.8 303 1033.6

Consumer Services %.1 65.9 67.6

Public Services 1.4 15.1 14.0

Discrepancy b/ 2.4 +23.2 -1145.9

o/ Total GDP for 1950 = 1,08S billion rubles according to World Bank data (Dmitri Steinberg), 1992

b/ The discrepancy is created due to inconsistencies in the scope of individual sectors betwemn the USSR and OECD.

Source: Authory' calculations based on regression analysis. J
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Table 4: Labor Absorption Potential from Services in the USSR and 1S Republics: Counterfactual Estimates for 1990

A USSR
....... cmnmemenmammnecacemme e e @ e ). O L
Additional Additional Employment Addi
Residual Employment in Services as % of Present Employment in Services
Sector Jor Services for USSR Bmployment in Services Jor Russia
temcmece—a- o= cmmemcm——— SR o Jmillion) Yoo (millions) _ _____
(1) Werld Ecopomics Equations
Total Services -10.6 6.0 10.6 23
Transportation & Communication 1.8 0.2 -1.8 -1.2
Trade 4.8 0.7 6.8 0.4
All Other Services 9.t 3 9.8 20
Discrepancy a/ 42 20 " 1.7
(2) OECD Equations
Total Services -5 25 49
Transportation & Communication 23 0.2 -2.3
Trade -5.3 0.6 53
Banking & Insurance 9.0 0.1 9.0
Housing-Communal Services 3.5 0.7 35
Public Services 9.0 -1.4 -9.0

a/ The discrepancy is created by inconsistencies in the scopo of individual sectors between the USSR and ILO.

B. 13 Republics
(ordered by income per capita in 1990)
Word E . .
TTTTEETEmTTmEmTT TTeTTT 7T Tt TTTTTTT TTeTTETTT ToEmETTT T Additional =~ """ Addttional Employment ~
Employment Residual Employment as % of Services
Republic in Services Jor Services in Services Employment
...... e S\990:millions) | 09 __________.___(millions) ___________$¥.___.____
USSR 564 -10.5 5.92 10.5
Estonia 03 -11.0 0.04 11.0
Latvia 0.6 -113 0.07 113
Russia 315 9.1 286 9.1
Belarus 19 -16.7 0.32 16.7
Lithuania 0.7 -16.5 0.12 16.8
Ukraine 9.8 -13.5 132 13.5
Moldova 0.7 -19.0 0.14 19.0
Armenia 0.6 -89 0.06 89
Georgia 11 -10.0 0.11 10.0
Kazakhstan 32 -5.2 0.17 5.2
Azerbaijan 11 “£.6 0.07 6.6
Turkmenistan 0.5 <17 0.04 A
Kyrgyzstan 0.7 3.6 0.06 8.6
Uzbekistan 23 -10.7 0.30 10.7
Tadzhikistan 0.7 -11.5 0.07 11.8

(m: Appendix Table A3 and authons’ calculations based on regression analysia. J




31

Notes to Figures

A St ¢ Services in Value Added: the USSR and OECE

Figure 1:

Figure 2:

Figure 3:

Figure 4:

Figure 5:

Figure 6:

Figure 7:

Figure 8:

For OECD, value added shares are in current prices. For the USSR, 1970
factor cost prices are used for the 1960s and 1970s, and 1982 factor cost prices
are used for 1980s.

Share of Total Services (Including Military) in Value Added

For OECD countries, military value added is included by definition, but in
practice some countries do not.

For the USSR, Figure 1 includes only the pay for military personnel.

Total services in the USSR also include a sector called "science and scientific
services,” which other countries include partly in educational services and
partly in various production sectors.

Share of Total Services (Excluding Military) in Value Added

Same as above, but without military personnel for the USSR.

Note: According to the CIA estimates, payments for military personnel - only
a part of value added of the defense sector - consist of about 2 percent of GNP
at factor cost. The OECD defense shares had been much smaller than those
of the USSR. Therefore, the two figures are shown here.

Share of Transport Services in Value Added
For OECD, transport and storage are included; for the USSR, only transport.

Share of Communication Services in Value Added

Share of Trade, Restaurant, and Hotel Services in Value Added
For the USSR hotels are not included. They are in consumer services.

Share of Wholesale and Retail Trade in Value Added
Data for the USSR include restaurants.

Share of Banking and Insurance Services in Value Added

Share of Consumer Services (Including Housing for USSR) in Value Added

Consumer services in all countries include repair, personal care, and
recreation. They do not include education and health services. Some OECD
data include housing, and some do not. It is usually not possible to separate
out housing. Therefore, consumer services data for OECD are the same in

Figure 8 and Figure 9.



Figure 9:

Figure 10:

Figure 11:

Figure 12:

Figure 13:

Figure 15

Figure 17:

Figure 19:

Figure 20:

Figure 22:

Figure 23:
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Share of Consumer Services (Excluding Housing for USSR) in Value Added
See also note for Figure 8.

Note: The housing sector in the USSR has been highly subsidized. At
established prices its share is about 0.5 percent of GDP. At factor cost, with
adjustments made by the CIA, the share equals to 5-6 percent ot GNP, which
given the low availability of housing in the USSR is probably upward biased
in the intermational comparison.

Share of Government, Health, Education, Military, and Scientific Services in
Value Added

For OECD, data include all services produced by the government as well as
non-government education and health services

Share of Government, Health, Education, and Scientific Services in Value
Added
See note for Figure 10.

Share of Government, Health, Education, Military Services in Value Added
See note for Figure 10.

Share of Government, Health, and Education Services in Value Added
See note for Figure 10.

Empl nt: th ECD

All data refer to civilian labor force. The Soviet data are for full-time
equivalent of the employed.

Share of Total Services in Employment
Share of Transport and Communication Services in Employment

Share of Trade, Restaurant, and Hotel Services in Employment
Soviet data are without hotels. They are included in consumer services.

Share of Wholesale and Retail Trade in Employment
Soviet data include restaurants,

Share of Banking and Insurance Services in Employment
Share of Housing and Consumer Services in Employment

OECD data do not include housing. For employment, it is not possible to
separate housing for the USSR.



Figure 24:

Figure 25:
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Share of Government, Health, Education, and Scientific Services in Employment

Share of Government, Health, and Education Services in Employment
See notes to Figures 1 and 2 above.

C. Share of Services in Empl . 15 Soviet Republics and Wozld E ,

Figure 14:

Figure 16:

Figure 18:

Figure 21:

World Economies data are from ILO yearbooks and include all countries for
which data were available. Data are not uniform: can be for employment,
labor force, total or only civilian and others. In addition, there are many
differences in classification by branch. Soviet data are as above.

Share of Total Services in Employment
See also Table 1, column 4

Share of Transport and Communication Services in Employment
See also Table 1, column 1.

Share of Trade, Restaurant, and Hotel Services in Employment
See also Table 1, column 2

Share of Banking and Insurance Services in Employment



FIGURE 1: SHARE OF TOTAL SERVICES (INCLUDING MILITARY) IN VALUE ADDED:
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FIGURE 2: SHARE OF TOTAL SERVICES (EXCLUDING MILITARY) IN VALUE ADDED:
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FIGURE 3: SHARE OF TRANSPORT SERVICES IN VALUE ADDED:
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FIGURE 4: SHARE OF COMMUNICATION SERVICES IN VALUE ADDED:
USSR AND OECD
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FIGURE 5:
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FIGURE 7: SHARE COF BANKING AND INSURANCE SERVICES IN VALUE ADDED:
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FIGURE 8: SHARE OF CONSUMER SERVICES (INCLUDING HOUSING FOR USSR) IN

VALUE ADDED:
USSR AND OECD
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FIGURE 9: SHARE OF CONSUMER SERVICES (EXCLUDING HOUSING FOR USSR) IN
VALUE ADDED:
USSR AND OECD
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FIGURE 10: SHARE OF GOVERNMENT, HEALTH. EDUCATION. MILITARY
SCIENTIFIC SERVICES IN VALUE ADDED:
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FIGURE 11: SHARE OF GOVERNMENT, HEALTH. EDUCATION AND SCIENTIFIC
SERVICES IN VALUE ADDED:
USSR AND OECD
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FIGURE 12:

SHARE OF GOVERNMENT. HEALTH, EDUCATION. MILITARY SERVICES IN
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FIGURE 13: SHARE OF GOVERNMENT, HEALTH. AND EDUCATION SERVICES IN VALUE
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FIGURE 14: SHARE OF TOTAL SERVICES IN EMPLOYMENT:
SOVIET REPUBLICS AND WORLD ECONOMIES

1007%

4
+

i
1

)

7 8
LOG OF PER CAPITA INCOME

Rl
T
6

10

Ly



FIGURE 15: SHARE OF TOTAL SERVICES IN EMPLOYMENT:

SOVIET REPUBLICS AND OECD
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FIGURE 16: SHARE OF TRANSPORT AND COMMUNICATION SERVICES IN EMPLOYMENT:
SOVIET REPUBLICS AND WORLD ECONOMIES
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FIGURE 17:

SHARE OF TRANSPORT AND COMMUNICATION SERVICES IN
EMPLOYMENT:
SOVIET REPUBLICS AND OECD
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FIGURE 18:

SHARE OF TRADE, RESTAURANT, AND HOTEL SERVICES IN EMPLOYMENT:
SOVIET REPUBLICS AND WORLD ECONOMIES
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FIGURE 19: SHARE OF TRADE, RESTAURANT, AND HOTEL SERVICES IN
EMPLOYMENT:
SOVIET REPUBLICS AND OECD
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FIGURE 20: SHARE OF WHOLESALE AND RETAIL TRADE IN EMPLOYMENT:
SOVIET REPUBLICS AND OECD
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FIGURE 21: SHARE OF BANKING AND INSURANCE SERVICES IN EMPLOYMENT
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FIGURE 22: SHARE OF BANKING AND INSURANCE SERVICES IN EMPLOYMENT:
SOVIET REPUBLICS AND OECD
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FIGURE 23: SHARE OF HOUSING AND CONSUMER SERVICES IN EMPLOYMENT:
SOVIET REPUBLICS AND OECD
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FIGURE 24: SHARE OF GOVERNMENT. HEALTH. EDUCATION AND SCIENTIFIC
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SERVICES IN EMPLOYMENT:
SOVIET REPUBLICS AND OECD

1

207

—1 _]L 1 i

o
54

9
LOG OF PER CAPITA INCOME

° 1

-

10

LS



FIGURE 25: SHARE OF GOVERNMENT, HEALTH. AND EDUCATION SERVICES IN

407%

EMPLOYMENT:
SOVIET REPUBLICS AND OECD
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APPENDIX A

Statistical Data on the Service Sectors in the USSR, Russia and
other Former Soviet States
1950-1990



Table Al: GNP by Sector of Origin: The USSR, 1950-1989

m @ [0) m @
1970 Prices 1982 Prices Current Prices Market
percemoge ___________________________Fewco | _____ _Fstercoa | __ FactorCost_ o/ __ | _ (Baablihed) Pices __
o ITTTTIIIIIIIIIIIIITaBSe T Tiseo | T Tiwa0 T ie70 T sso T ioe7 T T M)
GNP (excluding the military) 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Agriculture & Forestry 32.94 26.33 21.61 29.14 2061 20.03 21.36 2098 15.62
Manufacturing & Construction 26.17 36.27 40.06 37.38 41.70 41.86 49.33 54.18 58.11
Utilities 0.42 0.51 0.61 1.00 1.26 151 . 0.51 0.61
Total Services 41.53 37.40 3823 32.52 3638 36.56 29.31 24.44 25.66
Infrastructure Services 477 7.68 9.79 8.10 10.46 1066 9.05 8.25 9.33
Transportation 413 6.97 887 7.46 9.60 9.64 174 7.54 8.52
Communication 0.64 0.72 0.92 0.64 087 1.02 131 0.71 0.81
Business Services 6.46 7.68 8.15 6.42 1723 7.03 6.96 5.50 548
Trade 530 6.97 7.44 592 6.68 6.49 s.18 4.89 467
Banking & Insurance 0.85 0.41 041 0.23 0.29 027 0.66 0.31 041
Information Services . . . . . - 020 . .
Other 0.32 031 031 027 0.2¢ 027 0.92 031 0.41
Consurner Servioces 13.77 11.07 9.79 8.20 8.49 8.89 2712 2.85 328
Housing-communal Services 10.59 8.61 734 5.63 5.53 375 1.80 092 0.81
Repair & Personal Care 1.69 1.13 1.22 1.23 1.60 1.87 - 112 1.62
Recreation 1.06 1.02 0.82 1.08 1.04 0.96 - 0.51 0.51
Culture 0.42 031 04l 0.25 0.3t 031 092 031 0.30
Public Services 222 799 795 814 839 823 10.18 6.31 7.61
Government Administration 731 297 258 1.66 1.8t 1.75 0.4 1.53 1.72
Education 5.40 4.00 3.87 407 398 3% 421 3.08 2.64
Health 2.65 2.36 2.04 2.24 2.14 211 7 1.63 1.42
Science 1.17 1.64 2.04 1.83 227 222 3.18 1.63 1.83
o/ Factor prices are derived from market prices by subtracting net taxes and subsidies, charging correct rates for depreciation and retum on capital, and adding d of services.

7

(3)(\ 1 stat, “1 N,

Sources: (1) Joint Economic Committee, U.S. Congress, USSR: Measures of Economic Growth and Development, 1950-1980 (1982), Washington, D.C., Joint Committee Print, pp. 41, 59-61.
(2)Joint Economic Committee, U.S. Congress, Measures of Soviet Gross National Product in 1982 Prices (1990), Wachington,D.C., Joint Comitice Print, pp. 23, 34-57.
I'mykh Schetov SSSR (The System of National Accounts of the USSR ) (1991), Moscow, Goskomsiat, pp. 19-20.
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Table 2A: Employment by Sector of Origin: The USSR, 1950-1990

A Including oi il
(percentages)

e e e e e e L e _ 1950 1960 I970 1980 1985 1990 o
160.00 100.60 10000 160.00 10000 100.00

Agriculture & Forestry $3.91 42.48 32.24 2637 25.44 18.72
Manufaoturing & Coastruction 23.06 3034 34.28 35.30 38.18 40.03
Totl Services 23.03 2719 33.48 38.33 3938 40.43
Infrastructure Sarvices 5.78 736 7.86 .7 $.90 6.55
Transportation & Communication 578 7.36 7.86 8.77 8.90 6.58
Business Services 47 5.68 7.53 8.64 8.75 10.08
Trade 417 4.50 6.36 711 712 7.82
Banking & Insurance 033 0.28 0.33 0.48 0.48 0.50
Other 0.24 0.50 0.84 1.08 1.18 2,08
Coasumer Services 248 219 2.58 331 3.48 3.58
Housing-communal & Personal Services 2.48 219 2.58 331 3.48 3.58
Public Services 10.04 11.97 15.52 17.61 18,28 20.26
Government Administration 2.27 131 1.58 1.83 1.89 1.82
Education, Culture and Arts 434 .36 218 8.00 832 9.82
Health 2.54 3.63 428 4.56 481 5.56
Science 0.89 1.67 2.53 3.21 3.3 3.06
Unaceounted Sectors 0.00 0.00 0.00 0.00 0.00 0.78

B._ Excluding oxi el
(percentages)

............................................. 1950 ___d960____ 1970 __ 1980 __ i85 __ 1990 W
Total 100.00 100.00 100.00 100.00 100.00 "9795
Agriculture & Forestry 45.86 35.06 25.08 20.32 19.52 18.72
Manufacturing & Construction 27.09 34.25 37.92 38.20 3197 40.03
Total Services 27.08 30.69 37.03 41.48 42,50 38.42
Infrastructure Services 6.79 8.30 8.69 9.49 961 6.55
Transpor 10n & Communication 6.719 8.30 8.69 9.49 9.61 6.55
Business Services 5.56 6.41 8.32 9.35 9.44 10.08
Trede 4.89 5.53 7.03 7.69 7.68 7.52
Banking & Insurance 0.38 0.31 0.36 0.52 0.52 0.50
Other 0.28 0.56 0.93 1.14 1.24 2.05
Consumer Services 291 2.47 2.85 3.59 3.75 348
Housing-communal & Persona! Services 291 2.47 2.85 3.59 3.7 3.58
Public Services 11.79 13.51 17.16 19.08 19.70 20.26
Govemment Administration 2.67 1.47 171 1.98 2.04 1.82
Education, Culture and Arts 5.10 6.06 791 8.66 8.98 9.82
Health 2.9 4.10 4.74 454 5.19 $.56
Science 1.04 1.88 2.80 3.48 3.49 3.06
Unaccounted Sectors 0.00 0.00 0.00 0.00 0.00 0.78

o Data for 1990 do not include all private agriculture.

bt/ Data for 1990 include some private agriculture.

Sources: Stephen Rapaway and W. Ward Kingkade, Estimates and Projections of the Labor Force and Civilian Employment in the USSR: 1950 to 2000
(1988), Washington, D.C., Center for International Research, U.S. Buresu of Census, pp. 28-29,42-43. For 1990, World Bank data (Dmitri Steinberg), 1992.




Table A3: Employment by Sector: The USSR and 15 Republics, 1970 -1990

(percentage)
T TTTTTTTIiATIIIIIIT IR T Had L Rama e Liana i Mo s Gl Kabias i Tt Kien Ut Faiiian
Tetal 10000 10000 10000 10000 10000 10000  100.00 10000 10000 10000 10000 10000 10000 100,00 10000 100.00
Agriculture & Forestry 2537 1816 2053 1955 3693 3147 3064 5015 25.08 3662 2665 34.50 342 3406 an 4533
Manufacturing & C: 3875 4487 4299 4261 3358 319 36.96 2364 39.04 %15 n2M 2756 2471 3010 2464 nn
Total Services 3588 3687 3649 I 2948 3061 3240 2621 3591 3523 4057 3694 3681 3584 318 3186
Infrastructure Services 824 915 39 8.7 694 113 763 544 663 745 1043 206 108 727 615 6.07
Transportation & Communication 824 215 891 870 694 118 763 sa4 663 745 108 206 508 727 615 607
Business Services 764 874 867 797 674 635 734 603 6.68 641 824 657 740 720 691 7
Trade 125 L0 805 754 633 644 699 558 62 605 m 621 701 677 660 541
Banking & Insurance 034 038 036 037 028 031 029 o2 0.30 030 039 029 030 032 026 027
Information Services 007 016 026 .06 013 0l10 0.06 023 009 0.06 007 001 0.09 o1 005 0.09
Consumer Services 281 3 3156 3 19 24 244 127 297 30 wn mn 226 194 wm 192
Housing. 1S 21 332 136 113 169 24 24 127 201 302 Py} n 226 194 2 192
Public Services 1719 1576 1535 1798 1412 41 1499 1347 19.64 1135 1917 1948 1907 19.43 13.01 1809
Government Administration 18 273 189 185 160 177 1.57 12 208 10 m 220 256 270 %) 247
Education, Culture, & Arts 186 117 698 B 18 6B m 78 1013 %] o 966 932 956 994 954
Health ach an 458 46 407 408 455 341 an 543 505 s an sof 455 .0
Science 288 162 1.90 n 117 18 175 101 331 233 224 238 232 209 LTS 199
I TTITITITITERNIIIIIIIITTIII RN ks v s e Lia
Total - T 70000 10000 10000 10000 100.00
Agricultre & Forestry 2025 1394 1627 1502 2638
Manufacturing & C 395¢ 4406 4221 4316 ETT) 3 ! : 3 . } ;
Total Services ©020 20 4452 2 an 3544 3743 3730 3281 3852 433 07 3950 nn 3365 nn 0
Infrastructure Services 908 9.56 242 9.61 836 7198 wn &n 64 234 150 T °03 757 'Y 6%
Transportation & Cormmunication 9.08 9.56 942 9.61 836 719 %] en 674 34 10 s 203 157 693 67
Business Services 864 997 1012 19 23 891 s38 m 7.08 143 ol 121 147 121 158 6
Trade 795 916 914 827 744 201 m 708 637 6.90 7 657 691 m 706 s
Banking & Insurance 0® 051 031 052 051 049 04s 035 0 o4t 038 037 036 0.44 033 o3
Information Services 020 029 057 0.6 029 040 on 034 on o1z 026 027 020 027 019 019
Coneumer Services 336 an 425 189 241 33 337 199 367 3 0 308 234 245 23 225
Housing-communal Services 3.56 an 425 389 241 In 337 199 367 432 3a 308 234 245 23 225
Public Services 1892 1837 1763 1937 1638 1706 1732 1634 2003 21 004 203 1926 207 2040 1907
Govemment Adninistration 120 228 %] 182 162 158 164 132 199 209 208 185 254 257 L 22
Education, Culture, & Arta 867 867 517 w2 I3 s 18 938 ni? 102 104 1097 995 1054 ne 1041
Health 490 516 3 an a1 s 494 436 an 608 sn 507 an 519 3.0 ase
Science 356 229 244 452 206 220 258 128 364 291 24 250 1.96 241 192 1.96
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Table A3 (cont'd)

(percentage)

1985 USSR Esionia Latvia  Russia  Belarus Lithwania Ukreine  Moldows Armenia Georgia Kavakheon Aserbojjan Turkmeniston Kyrgystan Usbekiston Tadzhitisian
Total 10000 10000 10000 10000 10000 10000 100,00 10000 10000 10000 10000  100.00 10000 10000 10000 10000
Agriculture & Forestry 1945 1330 1552 1426 na 197N 019 3641 2026 2778 B 3306 w2 nn 31N a1
Manufacturing & C ; 944 4354 4236 29N M e 029 20 021 w21 = 2e na ns 7160 1 n»
Total Services a €17 an an 3654 3886 3852 un 3936 a9 430 1945 3706 3854 376 3452
Infrastructure Services 920 956 917 979 83 200 £33 697 M s&t 160 3% T3t 750 1m 67
Transportation & Comsunication 920 956 917 279 £33 800 £33 697 o 868 160 83 838 750 102 6%
Business Services $63 1004 1042 9.00 34 917 240 t02 m 152 893 124 697 751 720 M
Trade 293 925 934 £30 752 826 m 731 647 69% 807 6st 6.46 688 6 s
Banking & Insurance 0.50 052 052 053 0s4 051 046 03t 04 0 oss o 033 04 033 032
Information Services 020 027 0.56 016 0271 040 on 032 026 012 028 02 ol on 017 ol
Consumer Services mn 2 417 408 2B e 364 214 Y ) a4 345 33 238 256 226 240
Housing-commumal Servioes EY an a7 408 21 e 364 214 380 44 34 ¥ 238 256 226 240
Public Savices 1957 1925 1837 1996 1716 1308 118 1263 21.7% 20 2032 2026 1933 2097 2016 .1
Government Administration 186 23 193 188 1 1SS 1%/ 144 m 212 209 P 20 269 169 23
Education, Cultire, & Arts 9 296 .56 851 861 ;) 149 935 110 103 1036 100 10.08 07 197 1033
Health si4 sn 540 5.00 461 5% 526 494 517 6.26 550 536 4% sn s an
Science 357 m 247 436 218 212 268 142 n 280 216 29 200 2 102 n

1990 USSR Edomia Latvia  Rustia Belarus Lithuawia Ulrgine Moldova Arwenia Georgia Kasakheten Assrbajjen Turkmeniston Kyvgytstan Usbekistan Todchitisten
Tetal 10000 10000 10000 10000 10000 10000 10000 10000 10000 30000 10000  100.00 10000 10000 10000 10000
Agriculhre & Forestry nn7  nns 1593 1338 195  18.1¢ 1939 nn 7™ %51 nm nn a4 1R ¥ a9
Manufacturing & C i 065 495 ALIS  M4n a1y os a 1) oM B M2 7152 n4s 3 BN na
Total Services €064 HM a9 an 1125 BM unn 3585 349 a3 a9 0.26 3562 3794 35.00 nea
Infrastructure Services 740 £ %) 787 09 sm 708 540 2 713 93 767 59 53t 506 ass
Traaspartation & Communication 740 559 3 187 1% M 708 540 s 713 931 767 397 538 506 488
Business Services 29 967 1097 (%] 31 9% n 718 693 706 'Yy 691 616 118 M 607
Trade 152 L 9.12 e X 4 &» 748 714 618 648 741 an 567 659 sm 558
Banking & Tnsurance 051 050 o051 054 056 065 s 045 o4 04 as2 03t on 0.0 029 031
Information Services 026 043 14 025 034 044 024 029 07 ots 0 025 016 026 ol o
Consames Services 198 445 7Y 436 294 368 39 2m 408 4% 336 358 248 259 244 280
Howsing-comemamel Services 39 445 463 436 29¢ 36 n n 405 4% 386 158 24 2% 244 262
Public Servioes 209 2064 199 214 189 194 1949 1936 nn n® 2w 710 2101 nn 226 2008
Government Administration 182 219 1.5 1.86 166 135 m 1.52 n 0 208 13 219 246 150 205
Education, Culture, & Arts 1012 1003 o7 70 o 9w 934 nn 1201 nn unn nn 138 n» 1257 na
Health (%] 616 s 563 s 598 S 553 sm 665 60 608 560 s 589 53
Science w 226 264 415 115 20 250 158 326 268 L% 208 18 158 130 19

t9



Table A4: MUnurmofm,umwmumemmmlm

.......... e, ________|_miewy | coy | miomd) | _com@ _RienQ) | Piem)
o mmmn e mm o ___ 19707777197 """ s61 _____ 198 _____ 1967 """ 1990
Tetal GNP o/ 100.00 100.00 100.00 100.00 100 oo 100.00
Household Consumption 55.10 54.20 53.40 55.30 53.12 54.95
Consumer Goods 43.40 34.70 41.80 3520 4025 4265
Consumer Services 11.60 19.50 11.60 20.00 12.86 12.30
Housing 0.90 7.00 0.90 5.60 1.4 2713
Utilities 0.90 1.€0 0.90 1.70 0.99
Transportation 1.40 1.70 1.50 1.60 131 121
Communication 2.30 0.50 0.40 0.40 0.38 0.64
Repair & Personal Care 1.40 1.20 1.90 2.00 1.7
Recreation 43.70 1.00 0.60 110 0.90 .
Education 3.80 450 340 480 384 361
Health 220 2.60 2.00 2.80 228 3.32
Culture . . . . 0.36 0.50
Public Consumption 16.40 17.60 18.60 14.30 15.12 16.95
Government Administration 240 2.80 270 290 245 2.19
Research & Development W 270 310 3.40 11.40 2.86 133
Other 11.40 11.60 8.10 . 9.80 13.43

a/ For 1990 total GDP is used.
b/ Research and Development at factor cost for 1982 includes Other.

Sources: (1) Joint Economic Co=mittee, U.S. Congress, USSR: Measures of Economic Growth and Development, 1950-1980 (1982), Washington,
D.C., Joint Committee Print, p. 41.

(2) Joint Economic Committee, U.S. Congress, Measures of Soviet Gross National Product in 1982 Prices (1990), Washington, D.C., Joint
Committee Print, p. 26.

(3) Albina Tretyakova, USSR: Gross National Product Accounts by Republic, 1987 (1992), Washington, D.C. Center for Intenational Resoarch,
U.S. Bureau of Census, p. 169.

|¢4) Worid Bank dats (Dmitr Steinberg), 1992.
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