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Intrbduction

This study was prepared at the reques’ of the UNIDO Secretariat by

Mr. John A. Slater, Senior Officer of the General Economic Analysis
Division of the UN Economic Commission for Europe and sulmitted to the
Research Seminar on Structural Chanres in Industry in European CMFA
Countries, held in Budapest, Hungary, from 22 to 26 Marchk 1982,

The study is part of the framework of the research programme of UNIDO on
industrial redeployment and structural change. This programme ccnstitutes

& surveillance of the international industrial restructuring process,

aiming at highiighting pertinent trends in izdustrial development natir-\ly
and internationally. By identifying the factors that determine structural
changes and indizating the likely direction and possible implications of
this proscess, uacertainties and rigidities in this process might be

reduced and & basis created for a forward-looking conception of industrial

co-operation betveen the devaloped und the developing countries.




This note is intenied tn orovide infoarmation 291 scme of the <irrent work an
structural jJuestions now undecr way within the ®Bconomic Commission for Surope.
In the last two 2r thre. years the greater opart of the work has focussed upon
the qeveloved market econdmiszs of the region, but efforts have racently been
~3de to aoply similar approaches to the sevean c2ntrally plan-ined economies
(CPEs) nt the region. The following comments are intended to summarize the
data biase created for the saven 7TP2 countries, to call attentinn to the woark

published on these countries published in the Bconomic Surveys of Surope in 1980

214 1981, to give some indication of the reasons why the work wi5 undertaken and
the r2sults it is expacted to yield. “hile the note refers ta th2 work
iniertaken an the develnoed market sconomies and published in the same eiitinns
of the Su-<vey, it will do so only to orovide a ooint of 4departure fcor 1iscussing
1ethodolegy, the Adiractisns ornpssed for future work on the CPS countries, and
alans, to point up some of the limitations of the "structural aovornach® as

arplied t> the latter,

A cteady-made 4dufinition of what is meant here hy “structure® and
"structurzl change® was inc'uded in one of the recent studi2g, on the market

aconomies, Sut apolies, mutatis mutandis to the work on :he 7PEs of the region

discussed later. "‘Structure’ is defined as the percentage distributiun of a
given variahle, such as output or emoloyment, atung the ... branches selected
for stuly, and ’'structural change' refers to changes in that distribution'.k

So E£ar, so simple. ani, clearly, a Adescriotion of the structural changes so
defined which tnok place over a review period can be further treatad and
developed in a large number of ways and for a number of specific purposes. But
pefore going intc these, i may be ugseful to describe briefly the data base now

available for the gseven CPZ countries.
Th2 data basge

The Jdata base ccnsista of constant prica, ahsolute walue geries (in

natinonal curcencies) for 1970-1987 inclusive for net materia. or>duct, broken

1ywn 1i-to six sectors of the economy - industry, construction, agricultuce,
transport and communicationg, trade (including procurement, material supply

jarvices etc) and "other" (ungpecified sectors,. Backing 1o thesz nat auroat

v

1 7oomic Surves of Rurope in 1780, ~Thaoter 4 "Changes in the Structuce
of West “ironean Manufacturing Industry in the 19703" pp.185-1856,
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series are the corresponding fiqures, again ir constant price national
currencies, for {nvestment and fixed as3ets, and also for eaployment (in

thousands) .

Rven it this level of aqgqreqation, we have some Adifficul*l-s. For the
Soviet Union, agriculture, trade etc. and "other” are amalgimatej, and for
Romania trade and "other"™ are treated a= one, This hae haen forcel npon us by
the discontinuation of the oublication of Soviet net output figqures fecr
agriculture, in volume, since 1975, <3 w2ll as by certain limitations in the
Romanian data. Th.e corre:pcnding items for the other three series have, for
the saka »f consistenrcy an. ease 2f jata processing, hal to be similarly treatal
- at the price of some losz nf information on chese two ccuntries, The "macro
aconomic® series also incluie, for all <countries, investment, auployment and

fixed assets in the nun-material sphere (for which, of course, output diata are

unavailable).

®or indus<ry, the came four basic series have been established for 11
industrial branches: fuael, energy, metallurgy, engineering 2and metal workirg,
chemicals, coastruction materials, wood and paper, t2xtiles, ocher light
industry, food and “othe:z", Por Hungary only len branches are available (wood
and paper are included in ®other light"), and for the German Democratic Republic
only nine (fu2l and energy are combined; wood and paper is included ir "other
l1igqht"). In general, otiier light"™ industry excludes textiles, hut includes
qlass z2nl ceramics an? printing as well as leather and clothing, but includes
only leather, ~=lothing and furs for the Sovia* Union. The production figures

for industry are in terms of aross production, enterprise classification basis,

In addition to the domes-ic series, we now have available a set of data on
sast-west trade in industrial goods by bdranch of orijin - che coverage of which
is tne same 13 the domestic series for each country (i.e. 23justed for national
branch def inition). However, in contrast to the dJomestic series, fiqures for
exports and imports are oxpressed in current US Aollars ard are taken froum QECD
trade retuzns. Data on the German Denocratic Repizlic’s east-west trade,

howeve;, aoxclude transactions with the Federal Republic o1 Germany.

It 3hald he nnted that all domestic data {i.e, 2xcluliag trade) have heen

taken from national rathar than 7MBA (or UN) dtariztici, Altrnouah the ~“MEA

secretariat has made he-aic efforts Lo standardiz2 delinitions and coverage,




there are still many inconsistencies between series, due tc diffarernces in tue
price bases in which figures for 1ifferent years - even for the sime countcy -
are expressei. Moreover, not all of the four series retained in the data base

{(1ntably fixed assets) 1ire available on the hasis »f the 7T9EA claszificacinn.

Finally, ~MEA Jata are fregqiently linited to the sociilict sector oaly. For
these reasons, 7~MEA - and also UN - 3tatistics 4are all hut useless for
analyti-cl purposes in a number of areas, though thry have ©ot=en used to
supplement national statistics in some cases (i.e2. Soviat net material oroiuct
in volume terms - 3Jesoite the oost-1976 oxclusion of tha Sovie: net zgricultural

outout saries). The use »f aational statistics means, in the £ist slace, that

cross-country comparisons even between ~CTP%3 are hazardous: 2i1 refining |is

included in chemicals in the Serman Democratic Republic, Rowmania and the Soviet
Union for instance, hHut ncet in the others3, ani other ciassification 4iffere-ices

in light industry have already been mentioned.

There are also a numbher of omissioans: neither Bulgaria or ths Soviet Unicn

give data 1>n non-ferrous m=tallurgy for all four series; Romania gives no data

for fixed assets by industrial bhranch - ani1 nor has the fGerman Democratic
Republic since 1976. With these exceptions, the jata base is, nonatheless,
complete. the objective has been to establiish all value series irn the pr.ces

of the latest oprice base year and latest classification system used in each
country's statistical sources. In some case the techniques uss3 to complate a
given series accordina to the comnon price basis or clasyification systea
recained for a given country can clearly not juarantee ac:uracy. notibly in
cases where {t has been necessary (o complete a series in prices 5% a given year
by snlicing it to a pubtished {ndex number serles based orn the weighving in a
1ifferent y=ar. Since most CPE countries 310 not .whlish long tern
retrosoective series on a uniform price or classificction has.z, c=his possible

source of error is unavoidable,

The four basi: data 3228 hava b=2en uysed to gener:te a nunoar of derived
series, These f{rclude levels of 1labour productivity, canital intensit
capital optoductivitr 2and also an unconventional measurs treolating labour
oroductivity to tha lavel >f fixed asssets, all by sector and oranch. These,
2141 che four basic seriez, are algn expreis2d in th2 farrn of ind-< vambere (1970
= 197 2111 in the f~rm »f 2annsal growth rates, and alss «=i2-int comoound
g»Tetrical averaqge ra:es »f growta ovar five year oerinis tai2d on 1370 and

1375 ra3nactivzaly.




The oirnose of structural studias

A working definition - or oerhaps osbjective - 2¢ the practice of econiics,
at macro-ezonomic or iniustry leval is the Juantifaction of the costs and
benafits of avents which caus2 economiz indicator. to diverge from the trend.
These events mnay be political - such as the 1975 »il price exolos on - or arise
from econdmic policy initiatives, or again random, unforeseen events - such as
the dapletion or discovery »f important raw material deposits - which traasform
supoly c23ts anl hence demani structures. In the developed market econnmies,
the o0il orice shock itsalf, the pressure of competition from neusly
industrialized countries and similar phenomena have all had an imoict not »>inly
on over-ill gqrowth but usually also on particular industriea to Adiffering
degrees, In the CPE countries, the relatively new ophennmenon of lahour
shortage, the increased emphasis on the "intensification® of production in times
of increasing costs and scar~ities of raw materials and fuel, have also affected
traditinnal growth patterns, The contents of this paper, ani indeed the
convening of this conference, hoth indicate a oreoccuvation with using a

"structural approach®™ to contribute to the 2analysis of ¢tk .gse and similar

ayvents, How, in practical terms, cean this be done?

Accerding te a nravicws BCE publication, structural studies can, in the
3 $ p

first place he usad :3  “compare and synthegize patterns of industrial

[}

development®. Mocesvar, “z2ivilarities ,,. provide some broad guidelines for

plotting likely future developments and possible policies, while ...

divergencies serve tno show that alternative paths have bean taken in individual

1
countries with greater or less success".,—

The s3tudy from which these <gJuotations were taken thus devoted a
considerable amount of attentinn to relating patterns of development in CPE
countries (o oaver-iall davelopment levals - notakly, changes in pace of
industrial to total national) outout, 3nd also grawth, trade depandence, trade in
industrial or~ductsa, labour and capital oproductivity 2ani capital intensity
changes etc., in relation to Jdaveloomeny levels, Apart from the intringic
interast of these findings in 2a3328sing Jomestic oerform.ace, data on

alasticities »f gcowth by »ranth were found t» e significantly rziated to

L Both pootations acr tiken from the Inkro! ctinn £ 3trucktir2 and “nange
in Burnopean Taduastry, United vations, New York 1977, p.xiii.




export performance. Nevertheless, with this and a few other exceptions,
findings of iwmediite relevance for current policy formulation were rather
sparse - at least in comparison with the results presented for the non-CPE

countries of the ECI region,

In the market economy section of the study, an analysis of oatterns of
output was able to draw upon a considerable amount of information on the
tachnical performance of different hranches. A shift in the oattern of onutput
towards the branche3s characterized by relatively high capital, skill and R & D
intensity was found. This led to a iiscussion brarch growth 3iifferentials from
several aspects, and the conclusion was irawn that "a pralicy which operates in
the sense of concentrating factors of production 9on [low capital, R & D]
branches instead of encouraging a shift of resources towards the more dynamic
ones is likely to hamper the develooment of the latter «.thout encouraging that

nf the fo:mer'.l

Other concrate conclusions of this kind were alsc Arawn in later stnudies -

notably those appearing the two last editions of the Tconomic Survey of Burope,

one of them was an investigatiorn on the effacts of the o0il price shock sn the
gtructure of oronduction in the developed market economies of the region. It
concluded that "the large disturbanzes in branch shares of output ani employuent
in the period 1973-1975 ... w>ve largely reversed in gsubsequent years®. The
sturly, 1inter zlia, illustrated the degrse to which different bhranches improved
the growth ¢f energy oroductivity.2 The same study also anilyzed a the
complex interretationship of 4 number of factcrs influencing, and in some cases
offsetting, pressure towards structural change in output - notably sectoral wage
developments in relation to labour productivity. The authors also examinedl
structurai changes in imports, concluiing that "4developing countries have a high
marginal oropensity to spend their higher export earnings on gocds produced in
the advanced industrial economies, 30 that policies to reduce lazbou--intensive
inports from develoning countries may only succeed in reducing expucts of

capit»l intensive oroducts from the devaeloped countries'.l

Ip. cit., 0.79.
Ecannmic Survey of Zurone in 1935, p.223.
Ihid., p.224,

Wi
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It is worth stressing that an important feature of the approach adopted was
the attempt to show up the inter-branch iynamics of structural changes. If the
continuous evolution of the world economy provides the pressure for changes in
tne structural distribution »f over-all growth, 2 number of institutional

factors can accelerate - or more often slow down - the adjustment process.

These axamples, which are not intended to 3ive ~omprehensive or balanced
summary 2f the findings of BECE structural approaches to the market economies,
simply serve to illustrate *he ways in which research on a branch basis can
vield findings specific enough to enrich the {information on «hich policy
decisions are hased, It should be noted that, the various stuiies contained
aporoaches on ssveral levels: first, a description of what structural changes
in outout 3and production factors are, in fact, taking place; secondi, scrutiny

of Aifferences hetween branch profiless third the classification of the

branches themselves accoriing to various charactaristics (capital-intensive, R&D

intensive, etc.); branch evaluations of comparative advantagqe and performance

vis A vis foreign competition and also between branches, On this basis, a

number of generalizations about industrial branch performan~e and prospects weare

made,

It 1is therefora clear that the structural approach to market economy
countries can yleld a number of imnortant commentaries on past policies and also
provide useful current policy making i{nformation. It {8 less clear that the
structural aoprcaches applied in the past to the CPE countries have on the
whole, provided the same concreteness, There are a number of reasons for this,
most of them well known, But it seems worth while first, to recapitulate them
within the framewnrk of this discussion of the structural aporoach, before
proceeding to list some of the possibilities which, despite these constraints,
nonetheless remain open .

Perhaovs the "iggast 3ingle obstacle to the use of the 7nP% countries'
statistics (leaving aside the lack >f information on the non-material production
spher«) - is the ~ffect on aggqrevate indicators of administered rather than
market-deternined orices. In the first instance, this rules out many useful,

Alrect comparisons between countries (and also, incidentally, any aggregated

approach to the 3aven countries as a whole), It is, nf course, possible to

make astimates of various kinis on a2 standardized price basis as in fazt was
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Anne in the earlier ETE work. But the use <f such technijues (i.e. conversion
into "standard cnsts", revaluaticn of Jomestic proluction in terms of a common
curreacy vy various methnds) is likely to compound oossihle sources of error
3temming from imperfections in the axisting national currency 3iata base, which

has itself been compl:ated hy estimates which are nnt alwavs irreoroachable.

The pricing problem his a further dimension. It is no% simply that a
given value for 3 given observation is not comparihle between countries for
exchange rate reasons. It is also the fact that the system of administered
prices itself results, for wvarious reasons, in inter-branch orice relatives
which thgmselves strongly influence the apparent branch structure 2. output.
This manifests itself clearly Jand in a pattern which is moreover apoarently
uniform in essentials <Zor all seven CBE countries) in the apparent
undervaluation - in terms of producer (i.e, excluding turnover tax) prices - of,
for instance, the engineering industry, and the over valuation of the fo04
industry as comoared with market economies, These 1ire just two examples which
emerge from a comparison of labour productivity levels within CPE and market
econnmy countries; the ergineering industry in all the latter coutries is a
substantially higher-than-:verags labcur oroductivity branch and cnere is no a
priori reason to Adoubt that this is also the case in the CPE countries. In fact,
it aopears to be belnw the average in all CpeEs but Bulqatia.}- The price
problem has a further imsact when an attempt is made to compare domestic
developments with thosa {n foreign trade. The inclusion in the BCE® Jata base
of east-west trade in industrial qoods by branch of origin should enable a
number of Iimportant observations to be made on 3such 3ubjects as import
dependency, on export performance {n relationships to output patterns and
related questions - both over-all and by branch. But the lack of
correspondence hetween the prices in which trade flows and domest{c aggqregates
are expressed precludes examinations of actual brarch dependancy rates either
for industry over-all or by branch. (However, c<uanjes in the ratios over times

can ba shown - which is not an unimportant contribution).

1 A3 the constant orices used for the data hase, {.e. Buljyaria, 1971,
Czechoslovakia, 1977 German Democratic Rapublic, 19753 Rungary, 19763
Poland, 1977; Romania, 17773 Soviet Union, 1973, A further obstacle |t
presents {3 the fact that the {moort and export series are compressed in current
S Jollars, while Adomestic 4ata are, as noted earlizr in ~2na3tant Jomestiz
orices, It might al3o he mentioned in passing, that since tha engineering
branch 13 2ne whera praductivity i3 growing faster the undarweijhting could be
giving rise to s ma undecgrarement of total i{ndustrial growth output growth,
thnugh this has nnt yet haen {nvestigated sy-tematically at ECE,




A furcher “price probiem~ arises from the fact that all bservations in the
data base are in constant pr'ces. Yet the outcomes »f structural readjustment
can only be satisfactorily evaluated if some a2asure of the nc¢t value tn socisty
2f the shifts in wvolume terms is available. In marke: economies, such
avaluations pose no particular oroblem since nutcomes can be -~easurea it current
prices which reflect relative scarcities and social oref:rences. Aithout
wishing to raise the question of orice formation prastices in east aad west in
any broader context, it i3 clear that within the narrow framewonrk of structural
analysis such an evaluative procedure i3 ruled out - it least to researchers
outside planning bureaux. This is because, even where relatively complete
current orice series exist, they emhody orices which 42 not reflact relative

scarcities and cannot therefore be used to evaluate the 3Jegree of s3success of

. Vg ; . 1
structural change in relation to either scarcities or social preferences.—

A second problem area concerns less the quality than the availability of

datas namely the relatively high level of aggregation of the reqular

statistical series published by some of the 7PE countries - notably the German
Democratic Republic, Hungary and the Soviet Union (for all four basic series).

Por market economy countriss it is possible tn Adisaggregate the engineering and
metal working branch series into at least four sub-branches (metil oroducts,
non-electrical machinety, electrical machinscry and4 transport ecuioment).

Though a two or three sub-branch breakdown is oossible for some CPE countries
for some of the four basic series, in fact it has not besen possible (o to5 now to
incorporate any sub-branch breakdown of “his or any other branch in the ECE data
hase, Work continues in this area, but it wiil almost certa’aly be impossible

to improve the situation in this respect very much.

1l As just one examole, ready to hani, the domestic investment price of
machinery and equipment between 1970 and 1979 rose by only 10 ani1 25 per cent in
Poland and Hunqary reasectively, (and €fall by 10 par cnt in Zzechoslovakia) whilaz
the price of thia category of eastern impocts from wastern countries rose over
the game perind by 31 1/2 times over the 3ane oeriond, Econdmiz Survey of Zur-pe
in 1980, p.1l50.
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Structural approaches to the CPE couniiies

Bearing in mind the very brief summary, or ra her selection of resilts
issuing frnm the structural avoroaches to the wester: aconaomias noted earlier,
tt miy ne of interest at this point to summarize some of the conclusions
dariving from recent EZE structural studies of the CPE countries. In a paper
entitled "The Caoital “ost of Growth',L an examination was made of the
telatinnshins betwsen the qrnwth ot fix2d assets in the material sohere relative
to NMP, by sector, and of industrial fixed assets and gross industrial »utput by
hranch, Tha obiective was to compare actual output levels (NMP and qross
industrial production) +ith what they might have been if, successively, capital
ornductivity (expressed in tarrs of capital-output rating) and the structural
distibution of fixed asset> had remained, in subsejuent y=ars, as they had teen
in 1970 - in »ther words, to separate out effects of capital productivity and

structural change respectively.

The results suggested first that by 1379 N¥P levels were some 10-23 below
"potential NMP" - i.,e., N¥P levels which might have been achieved if capital
productivity and fixed asset structures hal both remained as in 19703 but that
structural change effects had contributed positively (by between 1 and 11 per
cent of "ontential® NMP) in all CPE countries. Por industry, the output
shortfall as definad above was 0.! >nd 14.4 per cent of “notential™ 3ross
cutput.l Again structural changes p:ovided a boost to growth in all four
countries of eastern Zurope for which data were available, (petween 1-6 per cent

of "potential” gross industrial output), but had a small negzcive (-0.3 pzc cent)

1 Econamic Suctvey of Burooe in 1990, Annex to “haoter IT11, Part 4,
“Tnvaztnant®, pp..5l-155,
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effect in the Soviet Union. The m2in contributioan to the growth-inhibiting
effects of fixed 1sset oroductivity changes on V4P derived from agricultuare and
construction; within industry they ilerived from the consumer goods industries -
and also, in most countries, from =2nergy and €fusl. 3y 1379, wvirtaally no
positive praductivity contribulions were being made in any country by any main
sector to NMP exceot the industry saector as a whole in Bulgaria; the same was
true for industrial bSranches excepti for engineering (Bulgaria, Czechcslovakia
and4 the Soviet Union) and chemicals (Bulgaria and the Soviet Union). The
findings for industry were summzrized as follows: ‘the striking feature is the
extent to which growth-boos’ing =211 growth inhibitisg effects (of ZOR changes)
are concentrated on particular branches. Positive contributions were made n
virtually all countries up to 1979 by engineering and to a lesser extent hy
chemicals, dowever the opositive effect declined »nver time, The obverse of
wall above-average performance in these hranches is the very large 1egative
contribution to growth caused by rapidly ~ising CTORs in the light ani fooAl

. . 1
industries”,—

These £findings were supolemented by a similar exarcise included in the

recently published =conomic Survey of Zurope in 1981, Data on sactor and

branch employment, inciuded in the data hasze for tha first time, enahtled the
structural effect of changes in the levels, distribution and proiuctivity of
both employment and fixed assets to be calculated, using basically the s3ame
approach as described above. The results were, however, preseni{ “d differently,
the various tyves of effect being related in percentage terms to actual growth
between benchmark years (1970-1975, and 1975-1980). Th13 exercise, part of
vhich i3 reproduced as Annex 1, made use of an index relating the growth ct
labour productivity sector and branch to the growth of fixed assets; it showeu,
first, that the increment in 1labour oproductivity assoicated with a gqgiven
increase in the level of fixed assets in the material sphere f:il by 12-33 per
cent, depending on country hbetwren 1970 and 19803 in industry the corresponding
fall was 9-32 per cent.

Thi3 crovides background for a comparison of the effacts cf changing
levels, productivity and structural Aistribution of fixed assets and employment
- an area of investigation of central interest ir siew of the transfer t» an
intangive devalopment path dtressed in all CPE country five-year olans for

1981-~1985. The stady 1rantified the extent to which increrased lavels of fixad

1 1Ibid. p.155.
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assets have baen necessaty to ~ffset the fall in capitil productivity. The
negative contribution o€ declining caoital productivity gathered olace hetween
the first and second halves of the 1970s, and the contribution of increments in
the stock of fixed assets to total geowth has risean sharply. On the employment
side, the share »f oroductivity has increased as a componant of NMP increase in
mast countries, over 1970-1980, hut the pat.2rn is much less clear within the
industrial sectoar; it has actually declined in three countries (Czechsolovakia,
the ferman Demncratic Ranublic and the soviest Union) though it increased very
suhstantially in Bulgaria and Poland (though fijures for the latter country in
1980 are disturbed by the sharp break in output ani employment tr=r.ls Jue to the

social and economic crisis in that year).

1 _rther 4irections nf work

Despite the limitations mentioned earlier with regjard to the structural
approach in relation to economic evaluations of the CPE countries, a number of
options remain open and will he further Javeloped at the ECRE. Pirst among
them, and following the general pattern of work already undertaken for the
market economy countries, an attemnt will be made to evaluate on a sector and
branch as well as an over-all NYP and total gross industrial output basis, the
relationsnios between structual change and output growth - arAd in particular to
test the applicability to the CPE countries of the "Verdoorn Law" and labour
productivity growth. This *"law®", w«which asserts that output growth 1is a
principal determinant of labour productivity growth, was found to hold guod to a
conziderable extent for the markat =conomies over the 1last decade, The
five-year plan objectives of the CPE countries of the ECE to accelerate the
growth of labour productivity while at the same time scheduling some
deceleration in the growth of over-all output merit close analysis within this

framework.l

A gecond area of investigation will be to gather together information on
the factor nroportions in total output with a view to calculating total factor
productivity movements an a sector and branch basis; this will involve no more
than the 1{introduction into the data base of appropriate sectors and branch
weighting coefficients for labour and fixed assets inputs - through gaps in

systematic informatisn on these serizs will need to be filled by assumptions

1 & 3stuly of the apolicability »f the Verdoorn Law to the Jevelnped market
economies 13ince 1973 is coatained in the 7conomic Survey 2f Surope in 1981
(Chaptar 1, 20.,%4-97 oM tha minengraph orapuhblication version}.

|

| |




- ¢ e e e p———

<12 -

based on aralogues. From this it woull be logical to move towards estimates of
the real a:d monetary costs of labecur, by sector/branch and to evaluate their
relationshios to labour oroductivity qrowth. This would be particularly
relevant tc 4discussion of current policy issues in general, and notably to price
formafion, subsidies ani oather Qquestions now inder discussion in sa2veral CPE
countries. However, information in this area of investigation 1is rcather
Limited in several countries and it is felt unlikely at this stage that more

than partial examinations will he reasible.

A furthet area of investigation, using the existing dzta base, will be to
relate foreign trade devalonments on a sectar and branch basis with developments
in the domestic 2connomies o2f the CPE countries. This will be confined for the
most parc to the CPE counties' east-west trade since only for these flows can
in ormation gaos in the CPE countries' own trade Jata be satisfactorily filled -
using trade returns of market economy partner countries. An attempt will be
maie to deflate current Jollar based trade data on a sector/hranch of origin to
constant prices using technijues and results alrealy published by the ECE.l
This will make possible detailed analysis of sector/branch trade elasticities,
and also enable changes in trade 4ependence on both the export and import side

>f east-west trade to be charted more fully.

It is also intended to lay emphasis on CPE countries' trade in investment
goods (classified according to CPE countries' end-use sector and branch) with a
view to assessing .he relative roles of indigenous technology in investment in
each CP? country - whether originating in other ~PE countries or from outside
the area. This cculd lead irto an over-all assessment of the role of imported
technology as a growth dztermininant, within the framework of an sector/branch

production function approach.

1 Economic RBulletin €ur europe, Vol. 3%, Ma. 1 np.54-70 and pp.118-183.
"Prices and volumas »f 2ast-west Trale 13965-1977" and Statistical Appendix; New
York, 1979.
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The structural change phenomenon - an afterthoyght

Annex TI to this note cantain: diagrams which chart for most of the period

1970-1980 the indices of structural change derived from the four dJomestic and

two foreiqgn trade saries included in the CPE country data base. They are
submitted for iliustrative purposes only at this stage, having been prepared
with some haste specially 13 an addendum to this notes3 no extended analysis has

therefore been made or offered here.

However, it is already rather clear from the tables that particularly high
rates of structural change took place in all CPB countries around the middle of
the 19703, with regard to iniustrial exports, imports and investments. These
results were oarialleled - though, as might be expected much more weakly - by
structural changes in output, fixed assats and enmployment. Second, this
phenomenon was followed by a further intensificarion in the rate of struyctural
change around the year 1978, Interesting enough, these two peaks coincide with
the successive post-1975 and post-1978 slowdawn in economic growth cbserved in
most countries of the 1area. It is of interest to nnte that there is, at first
sight, 3ome correlation between the current conjunctural situation in several
countries of the area, and the earliness or lateness of the structural shift
responge to changing conditions. This ares of investigation will, it is hoped,

also be explored in the coming months within BCE.l

1 The index of stru:ctural changes is defined as half the sun of the
absolute chanjes in branch share between succeeding years, i.e. 8§ = 0.5 ’ /a9
- 21/ +<h2re 31 is the »ercentage share of branch i in total industrial
prolucrinn, fixed assets, iivastment or employmant in successive yeart 1 and 2
respectively.




1
(v) Investment, output and productivity 1976-1980-

Investment, as the channel along which are directed increments in fixed
assets and rew technology, is the key deterwminant »f long-term changes in labour
and over-all oroductivity levels. Levels of labour productivity are affected by
investment flows in several ways: first, by changes in the share of new
investment allocated to above-average and delow-avearage nraductivity sectors and
branches, and second, Gover time, by the share of investments allocated to faster
and slower oroductivity qrowth sectors and hranches. Third, the imoact of
investmeant will deperd upon the facility with which it i{s absorbed by recioient
sectors 111 oranches, as illustrated by the cost, {n terms of {investment, of
chaiges in labour oroductivity. The object of the present section is, in tae
first instance, to chart the structural changes described abosve in relation to
movementes in ICORs, and aiso to relate (aem to over-all capital and labour

productivity trends,

In the first place, structural shifts within the material sphers larqely
moved in favour of industry - a high labour oproductivity sector - during the
sacond half of the 1970s. The only exceptions were Poland and the Soviet
Union, wvhere agriculture and transport and communications, respectively, were

the principal beneficiaries.

Within industry ~he position is iifferent. In all countries, the branches
with above average labour productivity levels are energy, metallargy ~micals
and fooA. To this 1list can be added fuel (Czechoslovakia, R/ 1 the
Soviet Uninn) and engineering (Bulgaria). Investment shifts tow .~alluigy

took place in five countries (excluding Bulgaria and the Soviet Union) batween
1971-197% and 1975-1930. Of the other branches, allocations to chemicals rose
only in three countries (Bulgaria, %Gernan Democratic Reoublic and dungary) and
to snergy in three countries (<zechoslovakia, Hungary and Poland). There were
also shifts to fuel in Czechoslovakia ani1 the Soviet Union, and to enginesering
in Bulgaria. It is thus far froa clear to what extent industrial labour
productivity has benefited due to invesisent shifts from branches wi'h low
labour pr>ductivity levels to branches where they are high; the net shift to
the branches listed ahove was either negative, as in Bulgaria, Czechoslovakia

1 ®=xtract from Econoaic Survey >f Burope in 1981, Chaoter 3, Saction 4.




2aad Romania (-3.3 to - 1.9 percentage points) or positiv: but saill, as in the

German Demnocratic Republic, Poland and the Soviet Union {*+ 0.2 to5 + 1l.6); it

. . . . 1
was, however, bijger in Bulgaria (3 percentage points).—

Positive effects were however achiaved, fram strictural shifts due to

shifts towards sectors and branches where productivity wags increasing at

ahbovi:-3verage rates. As shown in table 3.4.8, between 1971-1975 and 1976-1980

this took place in 7 »ut of the 34 <ecctor observations shown for the material
sphere »f the seven countries in the reqion. 1In aiditinn, in 17 cases there
Were 1.,ifts out of below-average labour productivity growth sectors, In
industry, this wis the case for 12 and 21 out of 72 obhservations respectively.
There was considerable variation between countries. 1In Poland, the shifts in
investment in the material sphere were almost totally at variance with lahour
productivity trends - i.3, all shifts <onsisted of meovements out of
above-average labour productivity qrowth sectors 2and into below-average
productivity grcwth sectors, and apart from smal} shifts out of agriculture in
Romania and the Saviet Tnion, the same was true of these two countries, 8ut
there Jere more positive shifts (in three sectors) in Bulqgaria, Czechoslovakia
and the German Democratic Republic. In Hunjary all the resource shift was
towards apove-iverage 1a3bour productivity growth sectores and away from those
where labour oroductivity growth was below-avera2ge. Within industry,
individual country performance 1is even more markedly dJifferent, Structural
shifts in investment were pnsitive, in the sense defined sbove, in nine out of
ten of the inter-branch shifts recorded in the Soviet Union, six <ut of ten in
Pnland, five out »f ten in Bulgaria, and five out of nine in Hungary, - but in
only three out of nine in the fGerman Democratic Republic, four out of ten in

Czechnaslovakia and two out of ten in Romania.

These bird’'s eye view comments do not, of course, take account of the
weighting of different gectors or hranches in total output, nor of the si{za of
the shift, nor of the Adifference betwean the rates of growth of labour
productivity - ani hence 4o not explain nver-all growth outcomes. In fact, in
most countried there has been a fairly widespread sghift to the above-average

labour productivity growth rate industrial sect>r and away from agriculture,

1l Tha 1abwv2  comment implies  that labour or24uztivicy changes are
indeneniant cf invastarnt, While this i3 clearly nnt the casze, investment ig
19t tha snly daterminant - 13 witne3s tha differential rates of gqrowth o~ labour
productivity with ragird to fixed asgset increases Adue to other "absorption®
fzcrnrs.
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and, within industry, towards a2ngineering and energy and away from t'e often
balow-average labour productivity growth branches such as textiles, ani the
light and f£nod branches. Conversely, tha main shifts towar3d slow growing
1abour oro3uctivity branches within industry involve fuel (all countries but
Poland and ‘he Terman Democratic Reoublic) and metallurgy (all countries but the
Soviet Unicn whera there was a1 shift away from this brznch). Tne net effects
»% investment shifts on over-all labour productivity growth, therefsore, has
probably neen positive in most countries of tie ragion - exzept in the material
sphere for Bulgar:ia and Poland, and for industry in Romania. Yowever; there
4as a very markel shift away from the high labour oroductivity growth cheaical

industry in all countries but Poslani, and also in the Scviet Union.

Teaving aside for the moment the juestion of the "ahsorptive capazity® of
sectors/branches for investment, these observations can usefully be compared
with the figures shown in table 3.4.9 which summarize, inter alia, the effects

of changdes in fixed asset (anc employment) structures on the growth of NMP angd

gross industrial outout. 1In or’er to sevarate out tha effects of structural
changes in inputs, growth perfcrmance in the material sphere and in industry
respectively have been related to changes in the distributicn of fixed assets
and employment between s3ectors and hranches, In order to separate out the
effects of both productivity and structural change, actual growth outcomes have
been compared with what it they might have been if, in the first place, sector
branch productivity remained at 1970 levels while structures were held constant
and vice vecrss. It is thus possible to show successively the contribution of
changes in the level, oroductivity and sector/branch structure of each of the

two factors of production (fixed agssets and employment) to total growth.-l-,

The table clearly shows up two developments during the past decade, 1In the

first place, it hroadly confirms that structural changes in the investmnrn*

sector, a3 they have impinged upon fixed assets, have had a noticeasrle and

positive effect o: growth. For the material sphere as a whaole, changes in

1 It shoul. be noted that i- this pait of the analysis the effacts of
shifts between sectors/branches with different levels of labour prodictivity
have been included for convenience with the effects over time due to shifts
between sectors/branchea with A{fferent rates of productivity growth.
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fixed asset structures havz contributed between 8 and 29 per cent of the total
NMP increment 1970—1980.l In inlustry, the €igure has been somewhat Llower -
a pasitive contribution ot -etween 3 and 11 prr cent »f the total rise in gross
industrial outout in eastern Euroo«, whila - exceptionaily - structural shifts
were rasponsible for a 2.3 oer cent negativa contribution in the Soviet Union.

Second, the table shows that these posicive structural change effects have
increased in strangth for sore councries -"ut fallen in others and wvrobably for
the reqion as a whole - froa a2 range =f 4-2.3 ver cent of totyL NVMP growth
ouvtcomes in 1970-1975 ¢o 1-17 per ceant in 1975-19803 in the cass of industrial
growth the corresooniing reqinnal t-ends are slightly less c.ear. wositive
contributions having viried between 1.5-9.9 par cent in the exzliar peariod to
-6.7 to 14.4 per cent between 1975 and 1980. Pogitive zatructural change
contributions to NMP strengthened bhetween the two periods for Czechosiovakia,
the German Democratic Reoublic and the Soviet U-ion, and within industcy for
Sulgaria, Hungary and Poland, since the middle of the 1970s. In the future,
improvements in the structure of the economy may involve moves back into sector$
or branches where productivity growth has been, up to now, slower than average -

notably fuels.

At this ooint it is illuminating to examine the "assorptive capacity"
question, and notably its development on a sactor/branch basis, as illustrated

by a comparison of labour productivity growth indices with the increase in fixed

assets with which it was assoclat2d and on which its development largely deoends
({table 3.4.5). The table shows, in the lower panel, that the increment {n
labocur productivity associated with a given {ncrement in fixa3l assets was
between 12 and 33 per cent lower in 1980 than in 1970 in the material sphere as

a whole, and between 8 and 32 per cent lower for gross industrial output.

The magnitude of changes shown by these, and fiqures is not only large, but
also varies widely between individual sectors and branches. It is also 7juite
clear that thers are substantial differences betwaen the performance of
individual countries. Bven so, in all countries without exception, the effact

of changes in the level of fixed asgsets would have bheen resconsihle - assuming

no change in their 1970 capital productivity oearformance - for very much more

1 The tabulatinn 4dses not show, for snice reasns, novemnent3 dDatween 1970
and 1987 but movements batwaen the benchmark years 1970 and 1975 and 1975 and
1980.




than the increments in growth actually achieved. This potential effect hss,

however, been erodel an a1 very 1large scale by the deciines in capital
productivity which actually took place since 1970. The resulvs can be
illustrated wvery qraphically by referring again to tabla 3.4.6. Labour
productivity jains in the mat--ial sohere in terms of fixed assets cost least in
the German Demdcratic Reoublic, closely followed by Zzechoslovakia, Bulgaria ani
Hungary. Tney were most costly ir Romania and the Sovie: Union. Whereas in
the first four countries gains from an incremental unit of fixed assets €ell by
12-14 per cent since 1970, in Poland, Romania and the Soviet Union they fell by
30-35 per cent. In most cases oroductivity growth in industry was less costly
than average in terms of fixed assets - or only slightly more so - than the
average for the material sphare between 1971-1975 and 1976-1980 (thought this was’
not true if 1980 is compared with 1970 due to slow growth or absolute declines
in industrial oroduction in the later year)}. ronversely, productivity gains in
constructiorn and agriculture were everywhere - with the exception of Romanian

agciculture - very much more costly than average.

within the industrial sectors, the chemical industry showed bettar than
average performance in all countries but Bulgaria, while for construction
materials the converse was the case in all countries but the German Democratic
Republic. 2ngineering performance was 2al3o relatively good, recording
generally better than average performance - notably in Czechoslovakia (where
productivity gains actually hecame cheaper in terms of fixed assets over the
period). Textiles, other light {ndustry and the food industry taken together
also in general performed worse thin the averaqe of all branches - though in tﬁe
German Demogratic Republic and Rungary textiles performed hetier than average,
The enargy industry performed worsa than average in all countries but Hungary
and the Soviet uUnion. A siwilaz mixed pattern i3 revealed for Ffuely it
performed well only in Bulgaria and Hungary (where it accounts for only abcut 4
per cent of total industrial production).

Viawed qglobally, these results can be broadly confirmed by reference to
table 3.4.9. This shows that very big Adisoroportiona between the rola of

labour anl capital productivity in growth sre present in all countries of the

area, In order to achisve the labour productivity contributions shown, the
rise in fixed asgets - a3 alrealy implied in the previous paragraohs has in all
ca3ses Heen extramaly large. Although the effect over the whole decade is not

shown in rhe table, the affects have been big anough, in fact ~ on the




a3sumcticn of 1972 canital ornductivity lavels as describsd earlier - to account
f-r hatwaen 129 and 188 per cent »f production ¢-awth in che material sohers
ovar and ahove the lavel actually achieved - znd similarly, 3 corresponding 103
ts 195 oer cent of iniustrial qrowth.L Althowgh the praiuctivity effect has
haean “oost:i Yy *he favourable effac-s of structural changes in fixed asset
allocatians in ulmost all countries, the decline in caoital productivity tas,
therefore wived »sut between one third and thrae quarters of potential gains in
the material sphere as a1 whale, 1nd 20-40 ver cuent in industry (exceot in
~zechoslovakia, where in industry the figure was a3 low as 9 per cerc over the
ecade). Moreover, the opogitinn worsened in the second half of the decade, at

the same time as the positive contribution made by structural change in fixed

aggets in some countriess weakened. The cauvses of these phenomena lie outside -

the investment gector. But their effects on production far outweigh those of a
qeclining labour force. With the availakle supply of labour, the immediate task
is clearly to arrest the 3declining trend of over-all capital oroductivity which
would, in itself, provide a 1ery substantial "»oost to the growth of the

productivity of labour.

Sevaeral countries have drawn attention to tne need to modernize the stock

of fixed asgsats hy writing off obsolescent plant and equipment. No systematic

data are available on write-off rates for the countries of the region, but a
comparison hetween increases in gross fixed capital formation and changes in the
level of fixed assets vyields results which serve tn indicate, albeit
approximately, recent trends in this respect. Arithmetical averages of the
results suggest that write-off rates rose somewhat betwsen 1971 and 1975, but
declined €fairly steeply in 1974-1980 in most countries for both the material
sphere and in industry (as also in the non-material sphere between 1975 and
1980). The exceptions are ZTzechaslovakia and Hungary (but not in industcy).

The {moli:d fall in depreciation rates moved downwards rather sharoly in 1979
and 1980. The decline tended in all countries to be steepest in agriculture
and construction while w«within indistry, it was wi<23pread among sectors,

Prolongation of the life of fixed assets may well be inevitable in the medluw
term j3iven the reductlon in investment growth planned in w3t countries. But
it may be a considerable hindrance in achleving the required gains in labour
nroductivity, and in arrestine or reveraing the downward trend in capital

productivity.

1 ®xcluding the 7S3ecman Democratic Reoubliz and Romania which 15 not
punlisn a brrakdown of €ixed assets by industrial branch.
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ANNEX L1

Indices 2f structural change for seven CPE countrias

Bulgaria

Czachnslovakia

Gernan Democratic Republic
Hunjary

Psland

Romania

Soviet Union
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TA3ILE 3.4.7

Stracturil change in investment
{(Ialices, 1970 = 119)

. 1,70 ;1972 ;1973 ;1974 :1975 :1976 ;1977 -1978 ;1979 ;1930

Material sphere

ws = we

Bulgaria 2 37.9 94.4 95.0 91.5 91.5 94.0 94.2 91.6 92.9 95.0

Czachoslovakia + 98 3 96.9 99,0 97.4 95.9 97.4 96.9 95.8 96.5 95.3

Serman Dem.Reo. ; 98.17 96.0 94.9 97.0 97.2 96.5 97.6 95.9 94.3 93.2

hungary : 95.9 33.8 94.0 94.1 93.3 92.1 89.8 90.9 91.9 91.0

»oland :98.2 95.6 91,0 91.2 931.5 G1.9 93.0 93.6 95.3 26.3

Romania : 96.7 97.1 96.5 91.4 93.1 95.1 93.7 92.5 91.4 18.8
(]

Snaviet Union 98.4 97.7 97.2 96.4 9.9 96.8 3I7.1 96,3 96.1 9K.7

Industry :
Bulgaria ; 88.7 90.6 85.3 90.2 92.2 94.7 89.1 91.9 87.0 83.9
Czechoslovakia ; 97.2 93.1 91.9 93.7 31.6 91.3 90.3 84.2 83.8 83.9
German Dem.Rep. ; 95.0 90.4 89.0 89.2 89.2 87.5 87.4 d48.3 91.8 89.9
Hungary : 93.2 89.6 88.4 88.6 89.5 90.5 90.6 91.9 89.8 87.8
Poland : 37.7 94.3 90.9 90.3 48.9 87.7 87.9 84.3 91.7 88.4
Romania ; 98.3 96.4 94,3 92.2 90.8 90.0 89.4 87.9 87.0 85.6

Soviet Union 99.1 98.7 97.3 96.1 95.3 94.9 93.3 91.0 92.1 9l.5

S>urce: A3 for table 3.4.1.

Note: This index is calculated as 100 minus half the sum of changes in
shares bhetween a base year and subsejuent years, viz. 100 - 0.5 ain
a , where aj, ani1 ajjg is the the percentage share of sector or Hranzh i
in total (i.e. material sphere or induscrial investment in vear n and in the
yeac 1970, respactively. See also Bconomic Survey of Burope in 1950, p.189.




TABLE 3.4.8
Structural shifts in investment allocations in relation
to TCORs, capital and labour vroAuctivity
{Coefficients (ICORs), 4verage annual percentaqge change) (productivity) and percentage points (structural change) it
A. Material sphere

t{ Yndustry ; Construction ; Agriculture. ; Transport : Trade ; Tocal

H H : H and H 1 material

1 i H jcommunications; i _sphere

l
ninlgacia H

3
1 ORs : 3.1 2.4 ~38.8 6.4 1.0 3.8
Caoftal productivity H 0.3 -5.9 -6.4 -1.6 -0.8 -1.5
f.abour oroductivity : 6.8 5.4 3.1 . 5.9 9.6 7.1
Structural shift 1 1.1 -0.8 -2.3 1.2 0.5 -

t
~z2achoslovakia H

H
120Ra : 4.4 4.5 219.9 7.6 1.4 4.8 !
~aplital productivity : -1.1 -4.9 -6.0 1.3 -0.7 -1.5 S
Labaur productivity H 4.4 1.7 2.1 5.2 4.7 4.2 .
Structural shift t 0.3 1.7 -0.7 -0.3 -1.0 -

H
Garman Democratic Reoublic ;

3
ICORs H 4.7 1.3 170.1 12.2 1.9 5.2
Capital productivity 3 -0.7 ~3.5 -4.5 -0.7 -0.8 -1.1
Labour productivity 3 S.G 3.0 1.3 3.2 4.6 4.3
Structural shift H 1.0 0.6 -1.8 -0.1 -2.5 -

H
Hungar H

i
1CORs H S.4 1.8 43.9 17.2 2.3 6.7
Capital productivity 5 -1.6 ~5.6 -5.3 0.1 ~4.3 -1.7
Labour productivity 3 6.4 5.0 3.2 2.7 3.7 5.0
Structural shift H 3.1 0.5 -3.1 -0.7 0.1 -

i

— |
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Table 3.4.8 (continued)
A. Material sphere

i+ Industry | Construction { Agriculture ; Transport 3+ Trade ; Total
H : i H and : : material
H H : jcowmmunications; i __sphere
:
Poland :
’ H
170Rs : 3.8 6.4 ~-28.4 S.7 1.0 5.5
~apital productivity H -2.6 -11.5 -7.4 0.1 - ~-3.4
v proluctivity H 6.0 1.3 0.5 5.6 4.5 4.9
Structural ahi€t H -1.4 0.8 1.7 -1.6 ~-0.6 -
i
Romania H
H
17T0ORs H 3.3 3.0 9.2 9.5 0.9 3.6
Caoital productivity 3 -1.3 -6.9 -4.3 -2.1 0.3 -1.9
Labour productivity - 5.7 6.4 8.8 3.5 11.0 9.0
Structural shift : 0.1 2.2 -1.6 0.6 -1.3 -
i
Siwiet Unien H
: b
1CORs : 2.8 3.1 9.3 11.0 .e 4.9
‘Capital productivity : -1.4 -5.0 -5.1 -1.8 .o -2.7
Lahour proiuctivity : 4.6 2.4 2.9 2.8 ve 3.9
Structural =hift H -0.8 0.2 -0.5 “e? . -
i

—Ea-



Table 3.4.8 (continued)

Industry

Tocal
iindustry

Construc-;

Pood

Textiles ; Other ;

wood,

tallurgy; Engin- ; Chemicals
: eering ;

»
-

ruel

Enecrqgy

light
sindustry;

i paper ;

tion
: materials:

-

- o

o=

>

ouy

oo

Julgaria

1.8

1.6

17IRS

-4.9

-1.7

~aipttal productivity
fLabor orodnctivity

stroctnral shife

-1.8

-1.2

-1.1

~rachislovakia

-1.7

1 7InR

~apital productlvlty
Labmce productivity

Stractural shiift

-0

-2.4

-1.4

1.3

3.7 -31.6 -1.9

2.‘

2.4
<. 4

o
-t
o~
-
-«

al -

]

~N

-t

-

~

-4

ol .

. (o]

()

-d

-]

[ag]

L]

~N

ol .

~

e ve tm
c.
b
-d
Po]
=
=Y
[ ]}
e
4]
o
pe)
[
m
c

L [

n, (3

b c

: a._ 4

(& -

1.7

6.3

Taoital productivity

Labour productivity
Structural shift

4.9

6.7

6.0

-0.8

3.7

Hungar

w .

1.0
~-1.6

2.9

1.6

12.0

ICORs

-1.6

-3.3

-1.2

wvity

Ltabour prcductivity

Stractural shift

mnapital product

-1.6

8
-3.8

1.9

4.0
1.2

1.7

6.8

-2.6

Poland

1.2

j.o 2.4 0.7 1.4 2.6 1.3 0.6
-31.0

6.1

ICORs

Capital proiductivity
tahour productivity

Structural shift

4.4
-2.4

-2.5

0.8

=2.5%

1.4

3.4
-0.4

2.4

1.7

1.3




TABLE 3.4.8 (continued)

B8 1Industry

: Energy ; Fuel ;Metallurgy; ®Bngin- ; Chemicals ; Zonstruc-; Wood, ; Textiles ; Other ; Pood ; Total
: : : + eering ; : tion : paper ; s light ritndustry
H H H H s + materials: : s industry; «
Romania :
Lmanta : a
1°ORs : 10.5 5.4 1.4 0.6 1.5 1.1 1.0 0.4 0.2 C.6 1.0
Tapitil productivity : .e .o .o .o .. - .- . .o . .o
Lahouvr oroductivity : 5.2 2.9 5.7 7.0 7.3 10.2 6.4 6.5 6.3 4.7 6.1
Structural shi€t 1 -0.2 1.6 5.8 -0.5 -1.1 -1.6 -0.3 -0.2 -1.1 ~-0.4 -
[]
Swviet Union i
2AV1SE nton : a
170Rs : 3.8 6.2 2.8 0.6 1.3 1.9 2.2 0.7 0.3 0.8 1.2
tapital productivity : -0.5 -3,2 -3.1 -0.1 -1.0 -3.2 -3.5 -3.0 -2.3 -3.0 -2.0
Labour productivity 7 3.3 3.5 2.9 7.1 5.4 2.5 3.2 2.7 3.0 1.7 4.0 !
Structural shift : =-1.3 2.3 -0.7 2.2 0.8 -0.7 -0.5 -0.1 -0.3 -0.8 - {%
i '

Snurcea: As for table 3.4.1.
Notes: Unleas ntherwise ._ndicatedbelow, other

printing.

light industry includes clothing, footwear, lcather,

glass and ceramics and

a 1ICORs (coefficients) are derived from average investment ratios in 1976-1980 Aivided by the parcentage growth of average

NMP {n 1975-1980 over the average for 1971-13975 annualized over flve vyears.

Capital and labour productivity

narcentage changes) are based on geometrical measures of growth over 1976-1980 based on 1975.

points) relate to changes between the annual averages -
Includes trade and procurement etc., and other unspecified activities.
Includes fuel,

Includes oil refining.
Includes wood and paper.
Includes glass,
lothing, leather,

KR |20 T

furs and footwear only.

1 1976-1980 compared with those in 1971-1975.

Structural shiftsg

(average annual

(percentaqe




TABLE 3.4 9

Contribution of changes in the post-1970 levels, productivity and sector
branch allocation of fixed assets and employment to NMP and industrial output changes 1970-1975 ani 1975-1980
(Per cent of actual output growth)

1+ Bulgaria ;Czechoslovakia;German Dem,Rep.; Hungary ; Poland ; Romanla ;5cviet Union
: 1975/ 1980/; 1975/ 1980/ ; 1975/ 1980/ ;1975/ 1980/;1975/ 1980/;1975/ 1980/; 1975/ 1980/
¢+ 1970 1975 ; 1970 1975 ; 1970 1975 1970 1975 ;1972 1975 ;1970 1975 ; 1370 1975
_ : i i i H i i i
Miterial sphere (NMP) i
Fixad asaets: Output :
gcowth due to changes in: ; a
Levels 1116.1 143,2 101.6 180.1 111.6 147.0 109.4 242.2 85.9 -718.5 105.6 155.0 163.2 213.9
Productivity :-39.2 -56.3 -14.3 -97.4 -19.3 -58.0 -24.7 -143.4 0.7 721.2 -9.2 -63.5 ~68.7 -125.6
Sectoral allocation : 23.1 13.1 12.7 17.3 7.7 11.2 i5.3 1.2 13.4 -42.7 3.6 8.5 5.5 11.7
Employment: Output growth
du2 to changes ing : a
Levels 7 2.2 0.3 4.9 7.6 1.0 7.6 -2.1 -15.2 14.8 24.8 1.8 1.7 21.6 17.9
Productivity 1 84.8 93.2 88.6 88.0 98.9 92.1 98.5 115.3 76.9 -106.2 72.6 79.3 77.6 80.1
Sectoral allocation 7 WLl 6.5 6.5 4.4 0.1 0.3 3.6 -0.1 8,3 -18.6 25.6 19.0 0.8 2.0 !
Industry (gross output) : -4
Fixed assets: Output H '
qrowth due to chauges [n: b
Levels :+100.6 133.0 82.4 130.6 102.7 103.0 131.9 262.1 931.2 255.1 . .. 118.6 185.8
Productivity 1 -5.9 -45.9 12.5 -3i.5 ~6.7 -4,1 -34.4 -175.0 -3.1 -169.5 . .. =20.1 -79.1
Branch allocation : 5.3 12.9 5.1 0.9 4.0 1.1 2.5 12.9 9.9 14.4 .e .o 1.5 -6.7
Empioyment: Output growth ;
due to chancges ing H
Levelx 1 22,1 11.0 r.6 9.4 3.7 7.0 3.4 -21.3 26.5 2.9 os .. 18,1 25.7
Productivity : 80.0 90.0 91.4 90.3 96.1 89.3 91.5 116.9 74.7 97.0 .o .. 86.0 76.2
Branch allocation : -2.1 -1.0 1.0 0.3 0.2 3.7 5.1 4.4 -1.2 0.1 . .. =-4.1 -1.9
L]

Sources: As for .able 2.4.1,

Note: These figures quantify, in per cent of actual growth, the three identiflied growth components shown which therefnre sum
to 100 per cent. They differ somewhat from those shown in text tables in section 3.3(i) above (text table on page 178) since
they are based on national (rather than CMEA) statistics and hence include activities outside wge socialist sector.

a Because of the decline in the absolute level of production in the year 1980 a3 compared with 1975, the figures for Polani
appear with tl 2ir signs reversed; they should be interpreted as .f signs were opnosite to thonse shown. Magnitules can be very
larqe because Of the relativaly small drop in output between the two years.

b 1976/1975.

-J




ABEX II1

Indices of structural change for sevem CEEA eo-triorl-

1. Bulgaria
2. Ciechoslovakia

3. Germsn Democrstic Mepubdlic

k. Humgary
5. Poland
6. FRomania

1. Soviet Uniom

1 Por definition of the index of structural chemge, ses footmote to
page 13 above.
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