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TRENDS IN OUTPUT, INPUTS, AND FACTOR PRODUC.
TIVITY IN SOVIET AGRICULTURE

I INTRODUCrION

Since 1950 agricultural production in the U.S.S.R. has increased
by about 70 percent. The increase has been spread unevenly over this
period, about two-thirds of the increase having occurrqd in the 5 years
following Stalin's death (1954-58). Progress since 1958 has been dis-
appointin; to the Soviet leadership. Per capita output in 1965 was
less than in 1958 and in the last 8 years, theU.S.S.R. has had to im-
port more than $1l/2 billion worth of grain from Canada, Australia,
and other non-Communist countries.

The steady growth in the Soviet population, the continued rise in
per capita income, and the rapidly rising expectations of the populace
have combined to generate high demands on agriculture. A large
part of this demand is directed to the reduction in the proportion of
starchy staples (potatoes and bread) in the diet and a concomitant ris
in the proportion of quality foods (meat, butter, and fresh fruits and
vegetables. Thus, the Soviet leadership must respond to domestic
pressures for a better-and more costly-product mix as well as free
itself from major dependence on Western sources of food.

Contrary to popular belief, the Soviet regime in this 15-year period
has not neglected agriculture. Since 1950 annual inputs into aricul-
ture have grown by one-third and have included several costly new
programs that required heavy support from industry. What has been
lacking has been a wqll-conceived and well-sustained effort directed to
such basic problems in Soviet agriculture as raising the level of
technical skill and improving the system of management and incen-
tives.

The difference between the 70-percent growth in output since 1950
and the one-third growth in inputs is, of course, the effect of the in-
cred productivi9y of the resources devoted to Soviet agriculture.
Today, the combined productivity of the land, labor, capital, and other
conventional inputs in agriculture is about 25 percent greater than in
1950. This means that the package of resources used in agriculture in
1966 would yield one-quarter more output than the same resources
used in 1950. All of this gain in productivity occurred before 1959;
in the last few years increases in output have been attributable solely
to additional inputs.

Some of the elements involved in changes in factor productivity in
Soviet agriculture are: (1) Improvement in production techniques
and the application of new knowledge over a wider area; (2) a rise in
the level of education and training of the labor force; (3) improve-
ment in the training and skill of managers and administrators; (4)
improvement in the system of management and incentives; (5) econ-
omies of scale resulting from, say, an increase in the size of the in.
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NEW DIROMCIONS IN THE SOVIET ECONOMY

dividual farm or from a pooling of repair facilities for farm ma-
chinery; and (6) improvements in the efficiency with which inputs are
combined and used.

The purpose of this paper is to present estimates of output, inputs,
and factor productivity in Soviet agriculture since 1950 and to analyze
the relationships among these elements for the 15-year period and for
important sub eriods. Section II provides indexes of agricultural
output, divided between crops and livestock; a separate index of out-
put is calculated using a 8-year moving average to reduce the effect
of year-to-year fluctuations due to weather conditions. Section III
presents estimates of inputs in Soviet agriculture: labor, fixed capitalbuilding and machinery), land curreIt purchases (fertilizer, petro-
leum products, etc.), and livestock. Section IV brings together th ie re-
sults of sections II and III and presents indexes of factor productivity.
Section V examines some of the reasons for variation in factor pro-
ductivity since 1950, in particular the reasons for the failure of factor
productivity to rise in the last few years. Four appendixes give tech-
nical details on the calculation of the indexes and the selection of the
proper formula.

II. AoRICULTVRAL OUTPUT DumNo 1950-65

A. MEASURES OF AGRICULTURAL OUTPUT

1. The Soviet gross output indiea
The index of gross value of agricultural output published by the

U.S.S.R. is not accepted by Western analysts as a reliable indicator of
agricultural growth. The problems are twofold. In the first place,
the official gross value concept includes intra-agricultural uses of farm
products (for example, feed for livestock) and thus leads to various
degrees of double counting between any 2 years.' In addition, the
official index covers the value of activities not relevant for inclusion
in a measure of farm output-unfinished production and land prepara-
tion for the following year.'

A more serious problem with the official measure of gross output,
however, is the unreliability of official production data for some of the
major agricultural commodities. There is evidence of large and vary-
ing amount of exaggeration in official claims of m.in output. Simi-
lary though to a lesser extent, an upward bias is believed to be present
in the output data for oilseed crops, meat, and milk. The evidence
also suggests that most of the exaggeration in official production series
has been a post-1958 phenomenon and that the published data for the
period 1950-58 are, for the most part, reasonably reliable. Accept-
ance of the official claims of absolute output since 1958 leads not only
to inflation of levels of output for any given year in the period 1958-65

'An official index net of all purchases from within agriculture and from other
sectors has, however, bIen published for some years.
&a . .Ul "Naod,, oye Itosjaystvo 1964," Moscow, 198, p. 812 (hereafter referred toas .arkno19s ~4" or for ot er years In the series of official Soviet statistical yearbooks).In addition, an admixture of prices Is used In computing the official measure-actual 1958

prices paid for marketed produce average cost of, production for nonmarketable output.The latter two sets of unit values dlvermed significantly in 1958. "Planovole kbosyaystvo,"
No. 6, 1908, p. 6-T0.
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PART H-B--ECONOMI PW, ORMEAMNC4

but also exaggerates the trend when comparison is made with 1950-57.
The specific d-eflciencies of Soviet output data for selected commodities
have been thoroughly analyzed by Western students and need not be
reviewed here." Among the charges leveled by one or more of the
above sources are: (1) padding of production data at the farm and
local level (meat milk), (2) outright falsification of data at both
farm and national levels (grains) ,and (8) faulty sampling procedures
in obtaining official estimates in the important private sector (prin-
cipally animal products, potatoes, and vegetables).
9. Contruotion of an adjusted net outpu indea

The physical commodity series underlying the agricultural produc-
tion indexes presented in this paper rely in part on independent
estimates for selected products (the individual grains)' in part on
estimates that reflect downward adjustments of official claims for
other products (oilseeds, meat, milk); and for the balance of the list
on the acceptance of official data. 4

The indexes shown in table 1 are based on the physical output for
major crops and animal products, including changes in inventories of
livestock, weighted by 1958 prices. In order to obtain a net measure
of the physical amounts available for sale or home consumption, de-
ductions were made for the amounts of grain potatoes, and milk fed
to livestock and for the amounts of grain and potatoes used as seed.5
The commodity groups included in tfle index probably embrace more
than 95 percent of the total value of farm products available for sale
and home consumption; the major exclusions are fruits and oilseed
crops other than sunflowers.

Errors in the estimates of production for individual commodity
groups may be significant. Major or minor adjustments in the official
claims were made for commodities covering 45 percent of the ruble
value of average annual net production for each year in the period
1950-55 and 78 percent in 1958-65. Moreover crude estimating tech-
niques were necessarily used for deriving the deductions in the use of
potatoes and grain as livestock feed, the value of which varies between
B and 12 percent of total net agricultural production.

I See the tollowln reerences:Seehe foWll fere~ncs Record in A icultura!_Production" in Dimensions of
Joseph W. WIMlt 1rhe ,ReW cn toAp~uSoviet Economic Power Joint Eonomlc Committee U.K. Congress. 196, p. 96-98.
Central Intelligence Agency (hereafter CIA) ER 62-88, "Recent Developments in Soviet

Agriculture " W ashington, D. ., Novem ber 196W, Tp. 8-10. . . . .. . . . .. .
. Gale Johnson, Agricultural Production' in Economic Trends In the Soviet Union

leited by Abram Bergon and Simon Kusnets) Harvard Universty Press. 1968, pp. 212-18,

Areadius Kahan, "Soviet Statistics of Agricultural Output" and Commentary bruba
0. Richter in Soviet Agricultural and Peasat Afairs (edited by Roy D. Laird)Uni-
verlty or Kansas Peas 1968.

CIA DR 04-88, "Production of Grain in the U.S.S.R.," Washington, D.C., October 1964,
eAp ndiz A.
.8. Department of Agriculture, "The 1964 Eastern Europe Agricultural Situation,"

ERB--Foregn 78, Washinton, D.C. 1964, pp. 9-18.
A Aeptane of unadjuster offcal estimates does ot necessarily mean that the evidence

clearly Implies that output claims for the commodities involved are valid. Often the
evidence is ambiguous concerning the accuracy of certain official series (for example, pro.
duction of potatoes) so that, lackinr clear-cut indicators to the contrary, most investi-
gators have accepted the official estimates.

S ee appendix A for more details concerning the methodology used in computing theIndex of agricultural output.
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TA 1.--U.S.S.R.: Itdeea of net agricultural production, 1950405'
11050=1001

Total Crops Livestock Total Crops Livestock

196 ........ 100 100 100 lg .... . 11 148 1729I ......... 22 91 1 ,m .... I1W 18
101 g 1960 .......... 124 14107 1f i 19 1 .......... IN 135 200

1s" ......... 125 IM .......... 1 1 0,1988 . IN6 II 18713 . ... it too
196141 IN 145 1964..... 17 o 1toe6

1 7.. . 141 16 160 19.. .. ..... 1 141 212

'For commodity compositiou and procedures for deriving Indezes, sn appendix A.

Despite these caveats, the indexes are believed to be reasonably re-
liable indicators of trends in the availability of farm products for
sale and home consumption during 1951-35. Nevertheless, they
should not be taken as precise indicators of change between any 2
years.

The production index is computed with 1958 price weights so as to
conform as nearly as possible with the 1959 price weights used in
constructing the index of total resources employed in agriculture
Although a case can be made for the use of relatie prices of a more
recent vintage alternative indexes constructed with 1968 and 1965

Frice weihts had about the same overall configuration as the indexin table 1?
B. TRENDS IN NWF AoRICULTURAL PRODUCTION

Net agricultural production increased by about 70 percent be.
tween 1950 and 1965. The major part of this growth took place dur-
ing the last half of the 1950's when output expanded by 40 percent.
During the first half of the present decade, the rate of growth slowed,
and by 1965 production was only 14 percent above 1960. In order to
reduce the effect of annual variations in weather on the annual index
of output, rates of growth shown in table 2 have been computed by
use of 8-year moving averages as well as on the basis of estimated out-
put in single years.
TAsus 2.-U.S.S.R.: Average annual rates of growth of net agricultural output,

selected period, 1951- 5

anual avagfoavmerae Syas

1061-4 .................................................................... 8.8 V
1I61-0 .................................................................. 1.0 4
10 .4 .................................................................. to.17
10 .- ........................... o........................ ............. 12 4.8

- ...................................................................

I The base year for the calculations shown In each line Is the year before the stated initial year of period,
isb the average annual rate of Increase for 1951-88Is computed by relating production in 1IO8 to bae year

SAverage annual rates of growth were computed by relating the 8year average for the terminal yarf
(for example, output in 1953 as the average for 1952, 1983, and 154) to a similar 3-year average for the baseyear a1w0)

4 The price relatives for 1959 (actual prices paid) were, with the exception of eggs, about
tbe same as the relatives for the base prices established In 1958.1See appendix A.
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The 3-year average dampens, but does not completely eliminate the
effect of changes due to weather.' A comparison of the value of net
farm output during t he three successive 5-year periods affords a still
broader view of relative changes over the past 15 years:

A comparson of the vatue of. net farm output, 1950-64
tIn billions of rubles)

Net output Avers'for 8dyou annual
output

190-a4 ..................................................... 13L.08 K N8
19 649 ................................................................. 164.02 66s0
1904 ...................................................................... 20 2 41.06

I Billions of rubles In 1980 prices. Computed by moving the total value of output for sale and home
consumption in 1950 (38.48 billion rubles) from appendix C by the index of output In table I.

Annual net production in the period 1955-59 averaged 38 percent
above the average annual level in 1950-54. But in 1960-64 average
annual output was only 12 percent above the average annual level in
1955-59.

Although there have been cyclical swings in weather and growing
conditions within each of the 5-year periods, it is doubtful if weather
factors accounting for more than a minor part of the marked diver-
gence between levels of production in 1950-54 and 1955-59 on the one
hand, and 1955-59 and 1960-64 on the other. During 1950-54 there
were (roughly) 2 years of slightly favorable growing conditions (1950
and 1952) ; and 2 years when more or less normal conditions prevailed
(1953 and 1954) and 1 subnormal year (1951).' In each ofthe later
two 5-year periods (1955-59 and 1960-64) there were single years of
exceptionally favorable growing conditions (1958 and 1964), another
pair of above average crop years (1956 and 1061), and 2 years in each
period when conditions could be described as more or less normal
(1955 and 1957; 1960 and 1962).. The last period however, included
I year of exceptionally poor growing conditions (1968), probably not
matched by any other single year in the entire period 1950-65. If the
value of net output in the single year with the most unfavorable grow.
ing conditions in each of the three 5-year periods (1951, 1959, and
1968) is deducted from the values shown above, the aggregate in-
creases in output in 1955-59 and 1960-64 comes to 85 and 14 percent,
respectively, as compared with 88 and 12 percent for the full 5-year
periods.10

'About three-quarters of the sown area In the Soviet Vion In 1058 we. In areas similar
in climate and soil to the Great Plains States of North Pakota, South Dakota, Nebraska,
Montana, and Wyoming, and the Prairie Provinces of Canada. The North Americancounterpart, due to varitIons In weather conditions. have had a long history of strong
yelleal swings In crop yields. Acreage data from Narkbos, 1058, p. 898. Climatic annlogues
from D. Gale Johnson, "Climatio and Crop Analoglea for the Soviet Union: A Stud for the
Possibilities of Increaslug Grain Yields," the University of Chicago, Office of Agricultural
Economics, Rerearh Paper No. 5710, Dee, 16, 1957, p. II, 7-8.'Normal" In the sense that there were adverse weather conditions In at least one major
producing region and above-average growing conditions in others.

"10Under Soviet conditions there I usually a i-year lag between a bumper crop and Its
elet onpodcion of animal products. Hence, in the single "worst crop" year chosenfrom each-of the three periods output of livestock products actually Increased In two of the

three (1901 and 1959), reflecting the carryover of good supplies of feedstuits from the
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Il. AGRICULTURAL INPUTS DURINO 1950-64

The increase in farm output since 1950 has been associated with
large increases in four of tle five major categories of inputs con-
sidered in this paper-fixed capital (buildings and machinery), land,
purchases of materials from outside agriculture, and livestock herds.
Use of the most important factor-labor-has fluctuated only nar-
rowly throughout the 15-year period. Indexes for each of the five
inputs are presented in table 3. Although full documentation of the
estimates under in these indexes await future publication, a general
description of the data used for each series is presented below, with
further elaboration in appendix B.

TAnLE 8.-U.S.S.R.: Indexes of itpuft tued by agriculture, 1950-641
(1980-1001

1950 1951 I19593 1984 19O5 1956 198 196N 95 1969 19 62I 1963 1964

Labor:
Man-days' ...... 100 N.A. 91 93 95 100 101 96 9 98 04 9d 4 91 91
Employment'... 100 96 93 93 92 93 4 96 101 99 95 94 96 4 95

Fixedcapital' ....... 100 111 122 134 146 164 187 200 234 20 286 810 342 384 432
Current purchases... 100 110 112 138 145 152 158 100 184 103 203 221 239 262 279
Land ............... 100 108 107 109 114 126 131 181 132 133 188 187 146 144 141
Productive

livestock ......... 100 105 110 118 121 181 141 151 162 170 172 176 184 187 187

I The various series of "physical" or value measures from which these Indexes are derived are shown In
table 14.

' All man.days expended In farm activity.
$ Limited to persons principally or exclusively engaged In farm activity
4 Average of stocks at end of given and previous year. Includes value of draft animals.
I Sown acreage weighted by average grain yields 194 8.
4 Average of stock values at end or gien year and previous year.N.A,-Not available.

A. LABOR INPUTS

Indexes of labor inputs are presented in two series in table 8: one
is based on the number of persons principally or exclusively engaged
in farm activity (the farm labor force) and the other is based on an
estimate of the number of man-days worked. Although the two
series do not diverge substantially during 1950-64 there are important
differences in concept because: (1) the average number of days
worked per year by each member of the farm lor force may vary
and (2) a substantial proportion of total days expended in producing
farm commodities is accounted for by persons principally occupied
in nonagricultural pursuits and, hence, not counted in the farm labor
force.11

The labor force in agriculture is comprised mostly of persons from
households attached to socialized agricultural enterprises (collective
farms, state farms, etc.). Although the number of days worked per

It See appendix B for a more complete explanation of the coverage of the measure for
farm employment. In the U.S.S.R. there are a large number of households not attached to
farm ng enterprises which maintain small holdings of sown acreage (plots of kitchen-
garden size) and livestock. Besides providing a secondary source or Income these small
subsidiary holdings frequently supply certain perishable foods (especially milk, potatoes,
and vegetables) otherwise unavailable for various periods of time In local retail outlets.
Local shortages of perishable foodstuffs In state-controlled retail outlets frequently occur
because of malfunctioning of the distribution system; less frequently they occur because of
serious shortfalls in state procurements resulting from crop failures.
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person in socialized farm activity has fluctuated narrowly since 1950
there have been annual variations in number of days worked by mem-
bers of these households in their own subsidiary enterprises. These
fluctuations, in turn, have for the most part been related to the changes
in official restrictions on size of "private" holdings of land and live-
stock.12

In 1958 between 82 and 83 million persons probably participated at
some time during the year in farming activity as compared to only 41.5
million persons engaged principally or exclusively in agricultural
pursuits.13 Although persons from nonagricultural households work
only a nominal number of days in farm activity per year the magnitude
of the numbers involved (equal again to the farm labor forest) makes
their contribution of considerable importance. 4

The preference of one measure over the other depends on the purpose
to be served. For productivity accounting in the conventional sense,
the man-day series is the more relevant measure. But froni the view-
point of alernative returns foregone to the economy the use of the
series on persons principally or exclusively engaged in agriculture
may be more appropriate. For example, the planners may view labor
expended (in man-days) on subsidiary- farm activity by households
outside of agriculture as having zero return in other uses, i.e., they may
believe the alternative to work on the plot is leisure.15

B. OTHER INPUTS

The index of capital stock shown in table 3 reflects the gross-value
of reproducible physical assets (buildings, structures, equipment) and
draft animals. -Values are expressed in replacement cost -("constant"
1955 prices) gross of depreciation and net of retirements The produc-
tive livestock index is based on the inventory value of herds of mature
"productive" animals excluding draft animals. Young animals and
those being raised exclusively for slaughter are also excluded.

The index for materials purchased from sectors outside of agri-
culture is based on purchases of fertilizer, electric power, fuels and
lubricants current repair services, and industrially processed feed-
stuffs. Te sample of goods and services covered in the index included
92 percent of the total ruble outlays by farms for current purchases in
thebase year (1959).

In the case of land, the index is obtained by weighting the sown
acreage in 25 regions with average grain yields, i.e., the index number

"JAlthough there is contradictory evidence as to whether man-day inputs have variedon these plots when expressed as days per hectare or per head of livestock the evidence,on balance. I believe, suggest sliht fluctuations during the period 1950-04. For a view
to the contrary (i.e., moderate to large fluctuations In man-days per unit)see NancyNimitz, "Farm Employment in the Soviet Union, 1928-63," RM-4623-PR, The Rand Corpo-
ration. Santa Monica, Calif., November 1965.

Is h estimate of 82 to 83 million total is for persons ae 12 or over and ro r nts
more than one-half of the total population of 154 million age 12 or over for the U ..R
In 1958. (Population estimates are from Foreign Demographic Analysis Division, Bureau
of the Census--unpublished.)

14 1 have estimated that about 780 million days were expended In farm aciiybyhs
households In 1958 or about 7 percent of the total number of man-days expended in farm.
Ing activity. The implied average of about 18 days per person can be compared to anaverage of about 230 days worked per participant (age 12 and over) In collective farms.
either In employment on the farm or In their family's holdings of small land allotment and
livestock.15Ofilclal pollcyv toward private activity in agriculture has vacillated during the periodunder review and appears to be related more to Ideological considerations than economic
calculations.
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for each year is calculated by weighting the area sown in each region
that year by the average grain yield for that region in 1949-58. This
method ought to yield reliable results for two reasons: (1) the pre-
ponderance of grain acreage in total acreage (about 64 percent for the
period 1950-64), and (2) the relative homogeneity of at least three-
fourths of acreage with respect to prevailing climate and soil.'s

C. WRIOTITINO OF INPUTS

The five series of inputs are combined by use of 1959 weights that
represent the monetary or imputed costs attributed to each of the in-
puts. Data are available on actual expenditures for labor and for
current purchases from other sectors of the economy, but not for the
other inputs because there is no explicit accounting in the U.S.S.R.
for returns to land, fixed capital, and productive livestock. In order
to obtain an "expenditure" weight for the latter two, rather arbitrary
assumptions were adopted. First, the income share or service flow for
these two factors was derived by assuming alternative interest rates of
8 and 13 percent, and depreciation allowances for capital (excluding
draft animals) were then added in order to obtain a gross return on
total capital stock." The return to land was taken as a residual-
value of agricultural output minus the expenditures or service flows
for the other four categories of inputs.'

The shares of each input in total costs of production urrdv, the
assumptions about alternative weights (interest rates) for capital
assets and livestock are shown in table 4.

Ta=,rz 4.--U.S.S.R.: Shares of Inpum tot ea agrdoultural coate, 1959
[In percent)

Rate of Interest

8 percent 1 percent

Input:
L labor .. ------------ 7.--------....---------- ................ ... 57.3 67.3
Fixed capital ....... .................................................... 8 4 11.8
Current purchases ....................................................... 1. 14.1

d ...... . . ... ... . 4.7

Total ................................................................ 100.0 100.0

I The shares expressed as coetllcients in the production function in 4 significant places are shown In happen.
dfx C.

I See footnote 8, above. In a market economy an appropriate measure would take
Into account quality differences In land by use of relative pilces In a base year. The base

arvaliue could be extrapolated by use of a quantity Indicator that reflected further quail-
chnges from Investment or disinvestment Its land (drainage, irrigtion) as well am

changes In relative prices paid for products If all hectares of sown acreage were not
substitutable In their production.

"Bee appendix C for explanation of choice of alternative rates of return of 8 and 18
percent.

U Th value of agriculture output for purposes of distributing Income among the sev-
eral factors considered is defined as the value of sales by the farm sector as Intermediate
product to other producing sectors (e.g., light and food Industry) plus sales directly to
consumers plus value of production consumed by producers (eonsumptlon-in-klnd) plus
subsdiles to farm enterprises. See appendix C for computations.
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Four alternative indexes of total inputs are presented in table 15
Appendix D, with (1) interest rates of 8 and 13 percent and (2) use of
two measures of labor input, man-days and numbers of persons prin-
cipally engaged in farm activity.19 In the following section, primary
attention is focused on one of the four indexes-thatbased on an 8-per-
cent rate of return on capital and livestock and the use of man-days as
the measure for labor. This procedure simplifies the textual presenta-
tion, but table 16 (Appendix D) gives calculations of factor produc-
tivity using all four indexes of inputs alternatively. All of the four
series, however, show about the same overall trend in factor produc-
tivity for 1951-4.-

IV. TRENDS IN INPUTS, OUTPUT, AND FAOTOR PRODUovrVrrT

For the period 1951-64 as a whole, inputs in Soviet agriculture in-
creased by roughly one-third compared to a growth in output of 70
percent. If the growth of output had been based solely on the use of
additional quantities of conventional inputs, only about one-half of
the gains would have been achieved. The difference between the ob-
served average annual rate of increase in agricultural production of
about 31 percent (moving 3-year average) and of additions to inputsof 2 percent was due to an average annual increase of some 11/2 percent
in productivity. But the averages for the whole 14-year period ob-
scure important differences in trends of output, inputs, and produc-.
tivity for several subperiods (see table 5).

A. 1951-53

In the closing years of Stalin's rule (1951-53) small advances in
inputs and factor productivity, averaging about 11/G and 1 percent per
year respectively, combined to give an overall boost in production of
nearly 21/g percent per year. This period was marked by a 7-percent
reduction in labor input (both em Ioment and man-days) anda one-
third increase in capital assets. But the moderate gains in 1951-53
were not in keeping with the ambitions of the post-Stalin leadership
or the demands of the populace.21

10 All Indexes are obtained by combinlng the several series in a geometric formula. The
Implications of the choice of production function and the weighting system are discussed
In appendix C.

20-n other words the trend In combined Inputs for 1951-64 Is approximately the samewhen any one of the four series are considered (see table 16. appendix D).
f Net production In 1958 was about 14 percent above 1940 on comparable territory

and approximately the same on a per capita basis. For the Index of producuon relating1940 to 1953, see Johnson, in "Economic Trends * $ *," op. cit., p. 211.

0-1 0-6-pt. U-B----2
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TABLEn .- US-S-R: &itinated indems of output, input, and fact prod Civi in agriculture, 1951-64
A. CUMULATIVE INDEXES WHEN 1950=100

1051 1M6 1963 194 1965 1966 1967 1968 1989 1l60 1961 10M 1963 1964

indexOf output:'
Strealg- t---- 97 104 106 109 n126 141 1 149 10 163 161 153 170
Moving avaragefor 3yew~s 101------------- I 109 108 us5 M2 138 147 150 153 166 160 10 163 166 -

Index of total Inputs when labor is eaxpmmed a: as
M an-days ---------.-- - - (3) 0 105 109 116 12 12 12 12 12 1n 1 13
Employment ------------------------------------- 101 101 105 107 1 i 115 119 125 126 126 128 1M 134 137 q

Indexes of factor Productiviy
ManI (3) 10 103 106 109 115 121 12 125 15 1 1 124
Employment 100.............................. . 102 103 107 114 12 124 12 121 12 1 1 122 1

B. AVERAGE ANNUAL RATES OF GROWTH (PERCENT)

1961-55 1956-60 1901-4

1961-55 1961-53 1954- 1956-60 1966-8 1969-60 1961-4 1961-C 1963-6

Outp t (l-year movft averap) .... 4.9 2.4 &7 4.2 & 8 L8 L7 L5 1.8Total Inputs when labor is expressed as:
Man-days ...........------------- -------------- 3.0 1.6 .1 1.5 2.0 0.8 1.8 2.8 0.8
Employmen..-----------------------------2.1 1.6 2.8 2.6 4.0 0.4 2.1 2.7 L5

Factr productivity:' -------------
Man-days-------------------------------- -- 1.7 1.0 2.9 2.8 3.8 1.2 -0.2 -1.6 1.2
Employment ..---------------------------- 2.7 L0 5.2 1.7 1.7 1.7 -0.6 -1.6 0.4

A Dats from tble 1.
X Dats krm tables 15 and 16, appendix D. Index of output for c a

ductivity based an 3-year moving average Index of inputs is a weighted Index of the
5 categories of conventional Inputs-land, Cal, current purchases, livestock, and
labormeasured, alternatively, In man-days numbers of pe s pepy
In farm activity. The coverage for the man-day ness enludes Ud worked

in production of Arm poducts reginrmes of wbetber woke by persms with ftm1M
as a Principal or - wY source of iname. For purposes of this able the' I -awe

c iN n a geometric function) using an 8 percent Interet crgs for capital and
livestock.

' Not available.
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B. 1054-55

A surge in additional commitments of resources in 1954-55 raised
aggregate inputs an average of more than 5 percent per year. Most
notab-e was the expansion of sown acreage, highlighted by the "new
lands" program, which in 2 years, icreasd the use of land under
crops by 18 percent. Although employment remained steady, partial
relaxation of restrictions on .rivate activity in agriculture and in-
creased incentives in the socilized sector brought about an 8-percent
increase in man-days over the 2-year period. In addition, the new
regime sustained the rapid increase, begun in 1953, in sales to the farm
sector of petroleum, fertilizer, and other industrial products. The
high rate of growth in inputs combined with a marked improvement
in productivity (up 3 percent a year) resulted in an average annual
rate of increase in output of more than 81/2 percent. for the 2-year
period.

C. 1056-60

For the following 5-year period (1950-60), productivity continued
to expand at about the same rate as in 1954-55 (3 percent), but the
average annual growth of inputs fell from 5 percent. to 11/2 percent.
This fall was accompanied by a sharp decline in the average annual
rate of increase in output-from an aVerage of 81/2 to 4 percent. How-
ever, the deceleration was gradual and average annual productivity
rose by nearly a percentage point during 1956-58 (3.8 percent com-
)ared to 2.9 percent in 1954-55).2 These gains in productivity are at

least partly attributable to favorable weather in 1956-58.
Whatever the underlying causes of this relatively rapid productivity

gain in 1954-58 and especially in 1956-58, the striking success in in-
creasing farm output by some 46 percent with the use of only 17 per-
cent more resources led Khrushchev to base future plans on overopti-
mistic assumptions. His principal innovations, the expansion of sown
acreage in the "new lands" and the substtution of corn for other grain
and fodder crops, apparently were huge successes and may have ac-
counted for at least one-quarter of the increase in output in the period
1954-58.

In this atmosphere of euphoria future commitments were made to
the consumer-the U.S.S.R. woula catch up with the United States in
per capita meat and milk production in 3 or 4 years-and a marked
slackening of the rate of growth of inputs was planned. In 1959 and
1960 inputs increased by less than 1 percent per year compared with
3 percent annually during 1954-58.2s The leveling off in total inputs
was highlighted by a 6-percent reduction in the number of persons
principally engaged in farm activity that reversed the upward trend
of 1954-58 in numbers employed.

" These are the comparative rates when output Is centered on a 3.year average. Use
of actual output In the base year 1055 and terminal year 1958 would show an average
annual productivity gain of nearly 5 present.

Inputs. 18ing man-days as the Indicator of labor use, rose by about 1% percent in 1959
and leveled ofN n 1900: total inputs, using ;prsons principally engaged in agriculture
nm the Indicator of labor use, were thP same in 1960 a. in 1959 after a 1-percent rise In 1959.
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D. 1961-64

When centered on a 3-year average, output in 1960 was some 31
percent above 1958; but actual production had declined about 31/2
percent in 1959 and had remained about the same in 1960. The failure
of agricultural production during these 2 years to maintain the for-
ward momentum of the earlier period apparently convinced the regime
that additional resources were needed. Beginning in 1961 reductions
in the farm labor force were halted; annual deliveries of new machinery
to agriculture, which had declined by 20 percent in the period 1958-60,
were boosted so that by 1962 they had nearly recovered the 1958 level.
Meanwhile, Khrushchev introduced another major change in land
use-a radical shift in the pattern of cultivated acreage. The new
campaign called for a sharp reduction in area given over to sown grass,
oats, and clean fallow and a comparable expansion in more intensive
crops-small grains, corn, sugarbeets, peas, and field beans. This
program, launched during the 1962 crop year, had the net effect of
expanding total sown acreage by about 14 million hectares in 2 years
thus increasing land inputs by an average of 2.5 percent a year.

As a result of -these and other measures total inputs expanded by
more than 7 percent over the period 1961-64, an acceleration to an
average annual rate of growth of nearly 2 percent a year compared
with less than 1 percent in 1959-60. Output, however, did not grow
as fast as inputs and overall productivity declined by about 0.2 percent
a year.

E. TRENDS FOR 5-YEAR PERIODS

In section I comparisons of changes in average annual output were
made for the three 5-year periods 1950-54, 1955-59, and 1960-64.
This was done in an effort to dampen cyclical effects on agricultural
output from changing weather conditions.

When productivity comparisons are made for 5-year periods, as
was done above for output. the following results are obtained:

(1) Total inputs for each of the years in the period 1955-59 aver-
aged about 18 percent above the average for each year in the period
1950-54; output averaged 38 percent higher. Therefore, additions
to production not attributable to additional inputs came to an average
of 20 percent for each of the years in the latter half of the decade
compared to each of the years in the period 1950-54.

(2) For each of the years in the following 5-year period (1960-64)
total resources committed to the farm sector were on the average 71/)
percent above each of the years in the period 1955-59: output. averaged
12 percent higher. Increases in production not explained by addi-
tional resources came to 41/ percent."

(8) The ratios of additional output per unit of additional input
came to 17 percent in 1955-59 and 4 percent in 1960-64.

" If the single year in each period with the most unfavorable weather conditions I
excluded (1951, 1959, and 1968) from both the Input and output side, the additions In
proeucton (85 and 14 percent, respectively) not attributable to additional resourcescomes to 18 and 6 percent, respectively.
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F. LIMITATIONS ON THE MEANING OF THE RESULTS

Interpretation of the trends in output per unit of input of combined
resources is subject to limitations imposed by assumptions concerning
the nature of the aggregate production function for Soviet agriculture
as a whole. The most important limitation is imposed by the assump-
tion that all agricultural inputs can be aggregated into a single produc-
tion relation. The serious reservations about the specification of a
single production relation for the agricultural sector of any country
apply particularly to the Soviet Union because of the artifcial com-
partmentalization of agriculture into three "sectors." Roughly one-
third of gross agricultural output is produced by the "private" sector,
comprising individual holdings of 11/2 acres or less, frequently com-
bined with one or two head of livestock. The balance of farm output
is produced in large enterprises in the socialized sector (collective and
state farms). The former is organized nominally as a "producer's
cooperative," whereas the latter is organized along the fines of a
state-operated industrial enterprise.

The most distinguishing characteristic among these three forms of
organization lies in the use and remuneration of labor services. In
the small subsidiary holdings of individual households labor is inten-
sively applied to the point of fairly low physical returns; remunera-
tion is directly tied to output. In the case ot the collective farm, labor.
is used according to the dictates of the collective farm chairman; labor
is remunerated as the residual claimant of the farm's gross income,
receiving whatever is left after claims have been met. In the case of
the state farm, which is operated directly by the Government, the labor
force is used in a fashion comparable to the industrial labor force:
remunerated at a fixed wage or salary invariant to the net earnings of
the farm.25

More relevant to the problem of aggregation of all farm labor is
the strikingly different degree of mobility of the labor force in each
of the two types of socialist enterprises. The collective farm peas-
antry is the only large social group of Soviet society that is not issued
internal passports, the formal prerequisite for freedom of movement
and choice among alternative employment opportunities.26  In con-
trast the state farm worker has the same legal status as the industrial
or other nonagricultural employee and, hence, faces considerably less
restriction on entry into nonfarm employment.

The differences in the method of remnueration of labor services and
in the degree of labor mobility have had a marked effect on average
wages in collective and state farms. A Soviet study in 1963 indicated
that in "recent years" the average payment per man-day for collective-
farm labor in all farm activity-private plot and collective farms--
was only two-thirds of the average wage of workers in local industry,

IlThe wage workers on tdate farms do receive bonuses for overfulfilling output goals
usually expressed In physical terms. Managerial salaries are related to gros earnings
of the state farm.

*Murray Feshch. "The Soviet Statistical System: lAbor Force Recordkeeping and
Re ofing Since 1957." Bureau of the Census, International Population Statistics Reports,
series P-0, No. 17, Washington, D.C., 1962, p. 14.
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whereas the average daily wage of state farm workers came to nearly
90 percent of that of workers in local industry.'

Given the disparities in the organization and payment of labor
among the three sectors an agregation into a single measure of all
labor engaged in farm activity may impart a bias to the computed
index of total inputs.s The coefficient or "weight" assigned to labor
in the formula used to compute factor productivity assumes that the
value of marginal product of labor is equal to the average net produc-
tivity in each of its uses. Intuitively, in the case of the private sector,
this may well not be true; i.e., amount added to total product by the
addition of 1 more man-day of labor may be considerably below the
average net product for all man-days in private farm activity. More-
over, the lack of mobility between collective and state farms, the con-
siderably higher wage for comparable labor in the latter, and the evi-
dence that persons in the labor force of the collective farm would (if
permitted) shift to state farms indicates that alternative returns for
use of labor (as between collective and state farms) are not equal to
the value of marginal product in each of the two sectors. Thus, a
shift over time in the proportion of total labor used in socialized agri-
cultural enterprises from collective to state, farms (to a more "eff-
cient" combination of resources) would show up as an increase in factor
productivity. In other words, a shift over time from a disequilibrium
combination of resources toward an eauilibrium, combination will
result in a rise in output per unit of tot inputs (other things being
equal).

Another limitation on the acceptability of the series on factor pro-
ductivity stems from the assumption that the cost of an individual
input--the basis for determining the weight or "coefficient" assigned
each of the categories of inputs-represent the value of its marginal
product. If there is a divergency between the price paid by farms
or a factor of production and its net return (value of its marginal

product) agriculture is again said to be in "disequilibrium."
Rcent work done on estimating the aggregate agricultural pro-

duction function in the United States shows that large differentials
exist between the price paid by farmers for certain resources and
the value of their contribution to production. In the case of fer-
tilizer, for example, the ratio of marginal product to cost was as high

N R.V. Alekseyeva and A. P. Voronin, "Nakoplenlye I rasvltlye kolkhoznoy sobstvennostl,"
Moscow. 108, p. 29. Local Industrial enterprises are concentrated In rural areas and
their labor force I relatively unskilled.

Mveb of this difference in wages between collective an6 state farms can be explained
by the hlhe productivity of labor In state farms due to the use of relatively more
mahnery an other forms of capital.

53 The ehre of nan-day Inputs In farm activity attributable to the three secto in benchmark years Is
estimad to hae vued as follows:

Percentage shar
Bectr

1960 1989 1964

Private .................................... 30.7 35.2 35.3
Collective farm- .................... . "-61.8 60.4 48.1
Oueart re................. ....... 7.8 14.4 21.6

Total ............................................. 100.0 100.0 1000.
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as 5 to 1.2 A misspeciflcation of the weights in the production rela-
tion used in this paper due to the assumption that the contribution
of each factor is equal to its relative share in total costs could be a
source of bias in the results. This is because several categories of in-
puts have had markedly different trends over time.

Finally, the weight assigned to land varies arbitrarily because its
contribution to output was calculated as a residual. This variation in
the residual is caused by the absence of an explicit rate of return on
fixed capital and livestock. Thus, the alternative rates of interest of
8 and 18 percent resulted in a varying "weight" assigned to land.

Although there is no apparent way of determining the net effect of
the above (or other) sources of error of measurement, the principal
findings (as to conformation of trends in productivity) would prob-
ably be maintained if such errors could be eliminated.

V. FACTORS CONTRIBUTING TO CHANGES IN MEASURED PRODUCTIVIMY

Assuming that errors of measurement of the type cited above do
not radically affect the overall magnitude of changes in productivity
or the configuration of the trend for the period 1951-64, what can be
said about the forces underlying the observed changes in output and
productivity. To recapitulate the main findings in sections II and

(a) The rate of annual increase in farm output in the U.S.S.R. ac-
celerated after 1958 to a peak output in 1958, followed by a decline
in 1959, a.leveling off in 1960, and new peaks in 1961 and 1965. A 8-
year moving average (to dampen the "weather effect") showed an
average annual rate of increase of about 41/2 percent for the 1950's
(nearly 7 percent a year for the period 1954-58) followed by a marked
decline to about 1Y2 percent per year for the first half of the 1960's;

(b) Except for the 2-year period, 1954-55, when there was a spurt
in use of inputs of more than 5 percent a year, annual increases in con-
ventional inputs fluctuated between 1 and 3 percent;

(o) A comparison of trends in output and inputs shows that over-
all factor productivity increased about 2% percent for the 1950's
(nearly 3% percent for the period 1954-58) followed by a slight de-
cline in the first half of the 1960's. Thus, all of the increase in out-
put in the period 1961-64 can be explained by additions of conven-
tional inputs.
,Although factors that account for the underlying changes in effi-

ciency in the use of resources are complex and not readily measurable,
they can, nevertheless, be identified conceptually. Some of the more
important to be considered in the Soviet setting are: (1) changes in
the quality of labor services underlying the physical measures of man-
days and employment; (2) changes in the formal organization and

3 Zvl Oriliches "Research Expenditures Education and the Aggregate Production Func-
tion," The American Economic Review, Dieember 06o4, p. 968. Gillches bas estimated
that the "disequflibrium gap" (ratio of value of marginal product to factor price) for
fertilizer In U.S. agriculture has declined from about 5 to 1 In 1949 to 2.7 to 1 in 1959
and 2.4 to 1 In 1962. Grillches derived a statistically estimated production function In
which he estimated the coeMcients for each of several Inputs "independently" of their
relative shares In total costs. The method used In the present paper--derivation of the
coefcients by use of observed input market nrces or their relative shares In total costs--
Is comparable to the approach used by the Department of Agriculture in estimating
"factor productivity" In U.S. agriculture.
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management of agriculture affecting the efficiency with which resources
are combined; and (3) changes of policy in the use of land and live-
stock tending to dampen or augment the flow of their service.

A. QUALITY OF LABOR SERVICES

The measures used in this report for the input of labor (employment
and man-days) do not take into consideration possible variations in
the intensity or quality of work done. In the institutional setting of
Soviet agriculture such variations may result either from changes in
the system of rewards and penalties or in qualifications of the labor
force. Changes in the quality of the labor force are a function of the
age and sex composition as well as the level of skills. The latter, in
large part, depends on the level of educational attainment, either in
occupational training or general education.
1. Ohangen in inwentiVe8

Incentive arrangements in the collective farm system have varied
over the period covered in this paper and have presumably influenced
the effort put forth by the average participant in the labor force. 0

In the period 1953-58 there were many incentive measures designed
to induce the collective farm peasant to contribute more days of par-
ticipation in collective farm work and a higher quality of labor service.
The incentive measures adopted included sharp increases (a tripling
between 1952 and 1958) in commodity prices paid collective farms and
individual producers as well as abolition of compulsory deliveries and
tax concessions for private plot owners. The attitude of the individual
member toward participation in the work of the collective farm was
strongly influenced by the penalty for not contributing the compulsory
minimum number of days in collective farmwork-loss of his private
plot. These measures gave the peasant a rise in real income between
1953 and 1958 that was relatively larger than the rise in real income of
urban wage and salary workers. (See table 6.)

TABLz 6.-U.S./.R.: Real wages per member of the collective farm labor force,
19658"01
(I1,-100)

Real Real
Year wages Year wages

193 ..................................... o g100 ..................................... 194
1984 ..................................... 1 96 0 -- o) ......... 183
195-------------------------....... 149 191------------221
11 ..................................... 1 9 1 .......... 224

7182 193....................................... - 232
1988 ..................................... 20

I Source: Nlmitz,op. oit., p. 97. The in-kind payments are valued In state retail prices. Data in source
are expressed In current prices and have been deflated by use of a combined Index of retail prices in state
stores and collective farm markets. Wages are for participation in collective farm work only and exclude
returns from other economic activity; e.g., work In the private plot.

S Even under the most favorable conditions, however there Is a tenuous connection be-
tween effort and reward for the Individual member o a collective farm. As indicated
above, the pasant is a residual claimant of the farm's Income after all other farm ex-

see have been met (including Involuntary savings for future investment). Moreover,
In average payment per workday on the collective farm is determined in such a manner
that extra effort on the part of one individual member Is not apt to be commensurately
rewarded.
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The marked increase in wages per man-day in the period 1958-58
undoubtedly had a positive effect on the attitude of the collective farm
peasant toward work in the socialist sector. But the evidence suggests
that after 1958 the already large disparity between average real wages
for collective farmers and other groups has again increased. Accord-
ingly, there were increased indications that the tempo of out-migration
of the relatively more skilled workers increased.8'

Concomitant with the sharp turning point in 1958 in remuneration
for collective farm work was a change in the official attitude toward
private agriculture, including the small holdings of land and live-
stock of households attached to collective farms. Pressures were ap-
p lied to reduce the average size of private plots and holdings of
livestock. This situation had the double effect of directly retarding
growth in output and reducing the incentive of the peasant to par-
ticipate in collective farm activity so as to have his "own enterprise."
By 1960 the size of the privately sown acreage and livestock hold-
ings per household was about 14 and 8 percent, respectively, less than
in 1958. (See table 7.) After the fall of Khrushchev in October 1964
the new administration quickly announced its intention to relax the
rules on private holdings.
TABLrE 7.-i..S.R.: Indea of average e8ue of private holding7 per collective farm

household, 195$, 197-64
(153-1oo "

Year sown Livestock I Year Sown Livestock I
acreage same

1958 .................. 100 100 1960 ................. 90 128
1957 .................. 102 182 1061 ----- 91 1
1958 ............... .104 186 1962-.........92 i
1959 .................. 102 180 1963 .................. 98 188

164 ................ 89 ()

I Average of total cattle, hog sheep, and goat inventories at beginning and end of year valued In base
mrocurment hrces of 1958. The coverage of households excludes about 2 percent of the number of houne

holds include in the acreage and livestock data.
I Not available.

20. Ohange in the quality of the labor force
(a) Change8 in age and 8eW composition.-The flow of services from

a farm labor force may vary over time due to changes in the age and
sex composition. In some farm activities males and females are sub-
stitutes, in others, they are not. Similarly, there are many farm ac-
tivities in which youths and oldsters lack the physical capability to
undertake at all or are less effective than mature, able-bodied persons.
The man-day and employment measures used in this paper are not
differentiated according to the age and sex of the individuals in the
farm labor force and, hence, changes in composition over time are not
reflected in the index series.

Estimates can be obtained for the distribution of the Soviet farm
labor force between males and females for the following three age
groups: youths, 12 to 15 years of age, the able-bodied ages (males,

0 The moderate upturn in collective farm wages after 1960 Is In part spurious. After
1958 the money share of earnings from collective farmwork rose sharply and payments
In grain and other products declined. Adequate supplies of farm products In the vil-
lages-e.g., grain for flour or for feeding livestock-in exchange for the Increased money
payments were often not available and a ruble increase thus was not equal to a ruble
value of physical product. (Ibid., p. 100.)
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age 16 to 59, and females, age 16 to 54), and the overaged. (Seetable 8.)

TALE 8.-U.S.H.I.: Eotamated diotribution of the farm labor force by age and
8ex, aelcoted Vear8, 1950-06

[Share of total (percent) I

1050 1953 1955 1058 160 1962

SY AOZ
Youths, age 12 to 15 ................................... 16 15 10 8 10 11
Able.bodied .......................................... 74 73 77 73 9 66

Of which-
Males, ago l to so ............................ 24 28 28 29 28 28
Females, ae 16 to 84 .......................... 50 48 49 44 41 38

-NNNZ. ====Overaed ............................................ 10 12 13 19 21 23
RT OZZ

Males (age 12 and over).............................. 35 36 37 38 39 40
Females (ae 12 and over) ........................... 6- 5 64 63 62 61 60

I Author's estimates (unpublished). Persons In households attached to socalze~l agricultural enterprises
exclusively or principally engaged in farm activity either in the socialist enterprise or in their family's
private holding.

Changes in the composition of the farm labor force between 1950
and 1964 are explained in part by structural changes in the popula-
tion as a whole and in part by migration from agricultural to non-
agricultural employment or vice versa. The evidence indicates only
small to moderate changes in rates of labor force participation by
each of the age groups.

The moderate increase after 1950 in the proportion of able-bodied
males in the farm labor force reflects the slow recovery of the Soviet
Union from its critical "male deficit." The losses uring the two
World Wars, the revolution, and the collectivization campaign of
the early 1930's so decimated the male population that by 1950
there were only 60 males per 100 females in the Soviet population,
35 years of age and over.38

The cyclical variations during 1950-62 in the proportion of the
farm labor force comprised of youths was primarily due to rela-
tively high birth rates in rural areas between the end of the collec-
tivization drive (1934) and World War II; depressed rates during
the war; and recovery in rates in the postwar period. The sharp
increase in the proportion of over-aged persons in the farm labor
force is due in part to demographic changes common to the popu-
lation as a whole and in part to selective immigration from outside
of agriculture.

Because of the direction of these structural changes in age and
sex of the labor force (see table 8) a qualitative adjustment upward
in the employment index shown in table 5 would seem to be in
order for this period. The rise in the proportion of males, 16 to 69
years of age, and the decline in the share of youths suggests that the
average "physical" capability of the labor force improved. Much of
the increase in the share of oldsters during this period was due to
the growth in numbers of those just over the upper limit for the

8 James W. Brackett. "Demographic Trends and Population Policy in the Soviet
Union," in Dimensions of Soviet Economic Power, op. cit., p. 519.
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able-bodied (age 54 for females and 59 for males); what they may
have lacked in physical ability as compared with youths was prob-
ably more than offset by skills acquired through experience.

Similarly, a downward adjustment appears appropriate for the
period 1958-62 to allow for the decline in the proporion of workers
in the able-bodied category. The lower average quality per member
of the labor force brought about by this decline in the share of able-
bodied-from about three-fourths to two-thirds--probably more
than offset the gain due the slightly higher proportion of males.

(b) (Iange8 in the Average Level of Eduoational Attainment
and Training.--Results of recent research on the sources of economic
growth in the United States have highlighted the significance of the
educational level of the labor force in explaining changes in pro.
ductivity overtime." Griliches "a found that one-fifth of the increase
in productivity of conventional inputs in U.S. agiculture between
1949 and 1959, could be attributed to increases in the level of formal
schooling of the farm labor force.

A major improvement in the educational attainment of the Soviet
farm labor force took place between the census years of 1989 and
1959. Although benchmark data are not available for postwar
years before 1959, the evidence indicates that most of this gain came
in the years 1950-58. The fragmentary data for the period after
1959 suggest that in recent years the increase in educational attain-
ment has slowed down (see table 9).
TABLE 9.-U.S.S.R.: Indicators of educational attainment of the coUeottive farm

labor force, selected years, 1989-641
18hare of total (percent))

Year of schooling 193 1959 196 196 1964

0Oto 6.9.-- ..-------------------------------------- 98 77 77 76 74
7 or more ................... -........... ...I..... 2 23 23 24 26

' Source: Soviet statistical abstracts. Data are not available for level of education of the state farm labor
force.

Enrollment in grades 5 to 7 at rural schools averaged 8.8 million
pupils per year during 194549,8.1 million pupils during 1950-54, and
4.6 million pupils during 1955-58. The spurt ira annual enrollments
in the early 1950's reflected a combination of high rates of birth in
the late 1930's and an official campaign to expand enrollments after
the fourth year of schooling. The sharp reduction in annual enroll-
ments in the following 4 years can be explained by the depressed birth
rates during the war and immediate postwar years. Given the 2-year
lag in the cycle of peak enrollments and initial entry into grades 6 to
7, a relatively large influx into the labor market of persons with at
least 7 full years of schooling probably occurred in the period
1952-56.1

tEdward P. Denlson, "The Sourcee of Economio Growth In the United States and the
Alernatlves Before Us,' Committee for Economic Development, Supplementary Paper
No. 18, New York, 1962. Chapter VII.

0" GrIllchee, op. cit., p. 97W
*The majority of youths graduating from grade 7 would probably have been 14 to

15 years of age. The proportion of primary ichool graduates in rural areas enrolling
In secondary schools (grades 8 to 10) In the mld-1950's appears to have been relaUvely
low. In 19546 enrollments In grades 8 to 10 at rural schools amounted to 27 percent
of enrollments In grades 5 to 7, 8 years previously (1952-58).
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Similarly, the slow progress after 1959 in raising the proportion of
the collective farm labor force with 7 or more years of formal school-
ing was due in part to the sharp decline in the average annual enroll-
ments in grades 5 to 7 in the period 1955-60 and in part to an increase
in out-mig-ation particularly among the young with a relatively high
level of educational attainment. The above pattern of school enroll-
ments, graduations, and out-migration would bring about similar qual-'
itative changes in the two subperiods (1950-58 and 1959-64) in the
labor force in both the collective and state farms.

Another indication of change in the qualifications of the farm labor
force between 1950-58 and the years following is the increase in the
number of professionally and vocationally trained personnel residing
on farms--technicians (agronomists, zootechnicians, and veterinari-
ans) and mechanics and machine operators. The number of techni-
cians in agriculture grew rapidly in the period 1953-57 under the im-
petus of post-Stalin programs aimed at relocating agricultural spe-
cialists who had been trained but were employed in nonfarm activities.
A leveling off in the number of specialists in 1958-60 was followed by
a moderate increase in 1961-84, as shown in table 10.

TA JL 10.-U.S.S.R.: Average annual rate of inoreaee In the number of specialists
and trained machine operators and meohanks on farms, seketed period,
106"-041

Machine
Speolalte opetors

mechanics I

181-6- ............................................................... ) 7.9
194-87 ................................................................ .80.7 .1
19 -. ............................................................... 0.1 3.4
191-424 ............................................................... 4.7 1.6
1068-6 ...................................................................... 5.2

I Source: Soviet statistical yearbooks, various editions.
'Agronomist, sootechnlclans, and veterinarians with specialized secondary or higher educational degrees.
'Mechanics, tractor drivers, combine operators, and truck chauffeurs. Eigineers and the small number

ofpersons whose sole classiflcatIon Is mechanico" are excluded;, The large majority of qualified mechanics
are found among the persons classled as Ga chine operators.

' Not available.
16ercent of the increase in the number of specialists between 1954 and 1957 came In the 2-year period

The large increase in parks of power machinery on farms in the pe-
riod 1954-J57 was matched by an equally large boost in mechanics and
machine operators. But as in the case of specialists there has been a
slowing in recent years of the earlier rates of increase in machine op-
erators and mechanics trained in vocational schools or on farms. As
a result the ratio of trained operators and mechanics to the stock of
power-driven machinery on hand has declined. The following tabula-
tion shows the number of trained operators and mechanics on farms
per unit of equipment (tractors, trucks, and grain combines) in se-
lected years:

Operators and mechanics per unit of equipment
Year:

1950 ---------------------------------- 1.25
1953 ---------------------------------- 1. 15
1957 ---------------------------------- 113
1960 - ----------------------- 1.08
1964 ----------------------------------- 0.98
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In addition to the decline of average numbers of machine opera-

tors per unit of power equipment there has been an apparent decline
in their average quality. This deterioration in quality is in part due
to inexperience due to the high rate of turnover. For example, in
state and collective farms of the Russian Republic in "recent years 84
tractor drivers left for every 100 new ones to arrive * * * (this is)
caused by shortages of housing * * * and often by low pay for ma-
chine operators."- As a result "the level of qualification is not suf-
ficient. Two-thirds of the tractor drivers on state farms have a third-
class qualification." 86

The decline in the ratio of qualified operators per machine led to a
reduction in services per machine and thus a lengthening of operations
during critical periods of planting, cultivation, and harvesting. Be-
tween 1960 and 1964 the average use of tractors per day of operation
(e.g., acreage plowed) declined by 21 percent on collective and state
farms (2.9 -hectares to 2.4 hectares) and the average number of daily
shifts per tractor during the period 1960-63 fell to 1.32 in collective
farms compared to 1.46 shifts in 1957 in the defunct machine tractor
stations."7 Thus, the lack of timeliness in field operations and the de-
pressing effect on crop yields, a perennial problem in Soviet agri-
culture, may have worsened in recent years.

B. ORGANIZATION AND MANAGEMENT

It is difficult to say whether the numerous reorganizations in Soviet
agriculture since 1950 have engendered net gains or losses in efficiency
or have had no effect." On balance, the frequent changes in the
administrative structure and personnel of organizations directing
farms from above probably disrupted the normal flow of decision-
making. But with the exception of one innovation (discussed below)
the evidence is not persuasive that Khrushchev's long series of org-
nization and management moves were any more disruptive in the
period when factor productivity was declining (1961-64) than in the
earlier periods.8"

These numerous and varied reorganizations clearly have not altered
the essential characteristics of the management of socialized agricul-

U "Plenum Tsentrai'nogo Komiteta Kommunhstlcheskoy Partli Sovetskogo Soyuza," Mar.
24-20, 1966 Stenograficheskiy Otchet, p. 111. The third-elass category Includes only
those drivers recently trained and with less than 1 l ear'. experience.

'T Ekonomika Sel'skogo Khozyaystva, No. 12, f965, p. 20. The reduction in average
use of tractors and combines was also in par attributable to a deterioration in the re-pai and maintenance of machinerydiscssedin eec. B, below.

is There have been at least 11 major organleational changes in Soviet agriculture in
the past 15 years. For a good account of the ,various organizational changes in Soviet
agriculture durm the Khrushchev era see:

CIA, ER 03-28, "Vacillations In the Organization of Soviet Agriculture, 19i8-8," Wash-
Inton, D.C.. 1968.

Howard R. Swearer, "Agricultural Administration Under Khrushchev," in Soviet Ag-
ricultural and Peasant Affairs, op. cit.

Alec Nove, "Some Thoughts on Soviet Agricultural Administration," in Soviet Agri-
culture: The Permanent Crisis, New York: Praeger, 1965.0 The organizational changes after 1900 tended to weaken the position of the Govern-
ment bureaucracy and enhance the position of the party in directing farm activities. It
could be argued that the latter were technically less qualified than the "technocrats" In
the Ministry of Agriculture and other Government bureaus and, thus, the quality of de-
elsionmaking in the recent period had deteriorated.

In any case, the new regime is anxious to give the world the Impression that most ofthe problems besetting Soviet agriculture in recent years stem from Khrushchev's fre-
uent innovations in management and organization. The following quote from P. Ye.

Shelest, First Secretary of the Ukrainian Party, Is typelal: "The subjectivistic [i.e.,
Khrushehev] approach to the solution of the most imporant questions In * * * ag-
riculture was manifested in the flagrant violation of the principles of planning, In sham
administration, * * * in many reorganizations that had not been thought through. All
this even now ts costing our country and particularly the collective and state farms
dearly." Plenum, op. cit., p. 36.
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ture. R hrushchev, through major innovations in agricultural ad-
ministration, apparently tried to establish a balance between central
control and local autonomy in decisionmaking. But he failed in his
attempts to partially decentralize the planning of farm production
in 195 and 1964 by permitting farm managers to decide their own
crop and livestock pioduction programs. 0  In general, deviations
from the traditionalpattern of detailed direction of firm activity
from above have been unstable and have quickly resulted in reestab-
lishment of central authority. Thus, as in other areas of the economy,
centralized planning and control have remained the guiding principles.

In addition, the success criteria for managers of farm enterprises
have remained essentially unchanged. These criteria provide man.
agers of farm enterprises with little incentive to save on inputs."
The pay and bonuses of farm managers are keyed to the fulfillment of
physical production goals and Government procurement plans. If
the farm manager responds to these "success indicators" he cannot
simultaneously respond to other goals such as "profits." 4 The man-
ager's nonmonetary incentive is to please his superiors in the admin-
istrative hierarchy above the farm, especially that of the Commu-
nist Party; here again he pleases when he gets out physical produc-
tion; cost'considerations are secondary.

The evidence indicates that. at least one of Khrushchev's major in-
novations in agricultural administration-the abolition of the machine
tractor stations (MTS) -had a negative impact on factor produc-
tivity. The MTS system had been established by Stalin to provide a
pool of machines and machine services for the collective farms. In
|958, Khrushchev proposed that the MTS be dismantled and that
most of their machinery and functions be transferred to the collective
farms.43  Many of the largest MTS were distributed to nonagricul-
tural organizations and state farms. The remaining facilities which
were either assigned to collective farms or to a new network of Gov-
ernment-operated repair technical stations (RTS), could not maintain
previous standards of machinery repair and maintenance. V. V.
Matskevich, reappointed as Minister of Agriculture in the wake of
Khrushchev's removal, claims that as a result of the dissolution of
the MTS system, "the Government repair base * * * was shattered
and repair services (for collective farms) essentially eliminated.""
In Belorussia, for example, in 1964 nearly one-half of the volume of
repairs of agricultural equipment was done by collective farms that
"not only had no standard repair shop nor even the simplest repair
shop, but only smithies." 45 At the same March plenum the First
Secretary of t'he Armenian Republic provided further evidence:

Experience showed that with the so-called reorganization of the machine-
tractor stations a significant part of the repair base in fact was wasted and
machine-tractor station buildings were changed into various warehouse, facilities

4 This failure was explicitly acknowledged by K. Obolenskiye, Director of the All-
Union Scientific Research Institute of Agricultural Economics, in "Ekonomika sel'skogo
kha aystva," No. 3, 1965, p. 5.

1or a good discussion of success criteria for farm managers, see Alec Nov. "Incentive
for Peasants and Administrators," in Soviet Agricultural and Peasant Affairs, op. cit.

"The accounts of the collective farmer do not show net revenues. Although such ac-
counts esist for state farms, up to 1965 the prices paid to state farms were generally set
at levels below those required to cover current ruble outlays of most farms. Moreover.
most capital Investment funds for state farms are provided as free grants from Govern-
ment budget sources.

In 1957, the average MTS serviced the needs of 10 collective farms.Voprosy Zkonomiki, No. 6, 1965, pp. 5-6.
" Plenum. op. cit., p. 76.
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or at best were transferred to secondary needs of industry. For example, in the
Armenian S.S.R. after the liquidation of the machine-tractor stations, we man-
aged to preserve only 35 of the 52 well-equipped standard repair shops existing
before 1959. The others were transferred to various organizations * * *. All
this was done in an unorganized and poorly thought out manner, as a result of
which agricultural production suffered enormous dange."

Moreover, the decentralization of the repair facilities of the MTS
apparently led to the loss of important economies of scale. In Tambov
Oblast, the "cost of capital repairs of tractors during recent years has
more than doubled in comparison with the cost of repairs in theMTS."

C. POLICIES AFFECTING THE USE OF LAND AND IAVESOK

1. Eapanaion of number of live8tocl in the 8oo0iaUZed 8eetor
The propensity of Soviet planners to increase the size of livestock

herds irrespective of the availability of feed supplies has probably
contributedto the decline in growth of factor productivity in recent
years. Because of the relatively low availability of feed per head of
livestock in the Soviet Union a igh proportion of feed must be used
for the maintenance of herds rather thai for production of milk, meat,
and other products. 4  Under these conditions if the number of live-
stock were to remain unchanged, the value of an additional unit of
feed in terms of output ofproducts would increase the average value
of output per unit of all feel.

Milk output per cow in collective farms, for example, doubled be-
tween 1953 and 1959 due in part to increased quantities of feed per
head and in part to improvements in the quality and a change in the
seasonal distribution of feed. Khrushchev's program for a rapid
expansion of corn acreage led to a three-fold increase in silage over
the period 1953-59, thus providing a valuable qualitative addition
to the feed ration?° The continued expansion of herds of livestock
after 1959 in the face of stagnating or more slowly growing output of
feed, however resulted in lower efficiency in the use of feed and con-
tributed to a lower rate of growth in the factor productivity. The
following relevant data are available for cows held 6y collective farms:

TAnt 11..-U.S.8.I.: Indexes of number of cows, average antnual milk productions,
and feed per cow i t collective farms, 1958-64,

1958 1959 1960 1961 1962 1963 1964

Total numbers ............................... 100 109 110 111 119 123 123
Milk output per cow ......................... 100 103 96 91 87 78 82
Use of feed per cow ............................................. ()
Grain and other concentrates ............. 100 117 101 73 48
iag ....................................... 100 115 110 111 98hay ............... * ....................... 100 97 78 70 64

SSource: 198-62, Finansy 88 R No. 4,19064, p.12: 1963-04, Soviet statistical yearbooks, various editions.lInclude silage and other succulent feed, such as potatoes, feed roots, and sugarbeets.
Not available.

4 Ibid., pp. 21&-17.
47 Ibid., p. 55. Part of this increase in cost could be attributed to a large increase In

prices of purchased spare parts.
48If a cow produces only 1,000 kilograms of milk per year about three-fourths of the

feed consumed is required for maintenance; but if output increases to 1,500 kilograms,
only two-thirds of the feed consumed goes for maintenance. Johnson in Economic
Trends * * * op. cit., p. 230.

* See D. Gale J ohnson and Arcadius Kahan "Soviet Agriculture: Structure and Growth".
Comparisons of the United States and Sovle Economies, Joint Economic Committee, U.S.
Congress, Washington, 1959, pt. I, pp. 219-20.
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The same conclusion emerges from data that show change in the
total stock of animals and total outlays of feed in state and collective
farms for the benchmark year 1953 and the period 1958-64. The
fact that livestock numbers after 1958 rose at a faster rate than feed
availabilities not only signaled an absolute decline in milk output
per cow, but probably also declines in meat and other animal products
per ruble of livestock inventories.

Index of Index of Food expendi.
livestock total feed turee per unit

inventories' expenditures' of livestock

1OU .......................................................... 80 75 94
188 ......................................................... 100 100 100
19 ........................................................ 118 18 9

0 ...................................................... 124 111 go
1061....................... 184 112 84
IN ............. 148 112 77
16 ....................................... 188 100 72
1064 ................................................. 181 98 79

' cattle, hogs, sheep, and goats on collective and state farms. Index of Inventories reflects the mean of
hed values (all ages) at beginning and endof ear. Offieal purchase prices for collective farms In 98
were used to agrate the seve t ofh =

Feed oxpentes ex re total feed units as officially reported in Soviet statistical yearbooks
(Various editions). The data before 1961 excluded the feed obtained from pastures. Since the contribution
of the latter to total feed supplies remained nearly the same In the period 1061-64, It was assumed that the
absolute level of pasture supplies in 1061 remained the same for the period 1959-01. Pasture conditions were
eptionaUy od In 1988 and thus the feed units obtained from pasture for that year are roughly estimated

at 80 percent ave the 1989.41 level. There are indications that in 198 pastures contributed roughly the
same magnitude of feed units as In 1961.

0. Crop poueime
Dramatic changes in the use of land for current or future production

of crops have occurred over the past decade in the U.S.S.R. Although
the impact of these changes cannot be evaluated in detail here, a sum-
mary appraisal can at least point the direction of their impact on
overall factor productivity 0

In a series of programs inaugurated 'between 1954 and 1962,
Khrushchev directed an expansion of more than 60 million hectares in
sown acreage and a radical restructuring of crop patterns.,, The "new
lands" campaign, initiated in 1954, was quicky followed by an even
more ambitious "corn program" in 1955. The former program re-
sulted in the plowing up of some 42 million hectares of virgin and
long-fallowed lands, mostly in Kazakhstan and Siberia. The "corn
program" expanded the acreage of corn for grain, silage. and green
feedfrom hectares in 1962 to a peak of 37 mlion hectares
in 1962. Wen the effects of these two programs on output began to
taper off, Khrushchev initiated yet another program, the "plow-up"
campaign of 1962. The latter was designed to shift the cropping pat-
tern radically, principally through a drastic reduction in the area
sown to perennial grasses and a restriction of the practice of clean

50 For a brief but good description of several land use programs see Willett, op cit. For
a more detailed and-critical survey see Naum Jasmy, Krushchev's Crop Policy, Glasgow,
1965.

It This expansion of acreage contrasts sharply with an increase of less than 40 million
hectares over the previous 40 years (1918-59; on comparable territory).
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fallowing.52 The newly released acreage was to be put under cultivatedcrops.. . .The first two major innovations in land use--the new lands and

corn programs--had a favorable short-run impact, promoting sizable
increases in output and productivity, but by the end of the 1950's
the impact had tapered off, and the evidence indicates that in the early
1960's the new lands program even had a detrimental effect on output
and productivity. These deleterious effects stem from the fact that in
an effort to obtain additional amounts of "cheap" grain, Soviet plan-
ners-at Khrushchev's behest-ignored certain farming practices
essential to maintaining yields in the new lands regions. Much of this
area is comprised of marginal and submarginal soils subject to fre-quent droughts; good land management I analogous areas of North
America (mostly the Prairie Provinces of Canad-%) demands that 30
or 40 percent of the cultivated area be in clean fallow. But the prac-
tice of fallowing was largely ignored in the new lands and by 1963
only 5 percent of the cultivated area was under fallow. Continuous
cropping has resulted in the deterioration of the structure of the soil
heavy infestation of weeds, a decline in fertility, and a depletion oi
reserves of soil moisture.83 Although the available information is
inconclusive, the above practices have apparently brought about a
downward trend in the yields per hectare of rain in the new lands
as shown in table 12. In the 5-year period, 11)9-63, grain yields in

TABLE 12.-U.S.S.R.: Estimated production of grain from the "new lanms"
1964-631

Area sown Yield of Production
Year torn grain (cent. ofgr.in

hectares) ner per (M n
hectare) tons)

1954 ........................................................... 4.3 10.8 4.5
1955 ........................................................... & 4.8 t0
198 ........................................................... 0 9.6 28.0
1987 ......................................................... 2. t & 0 18.0158 .......................................................... 26.0 8
19- ......................................... 2 2.0 7.0
190 ............................. .......................... 26.0 69 lj.O
1 t ................................................ 26.0 5.8
lo6 .............................................. 26.0 6.8 17.0
1 .......................................................... 2.0 t0 10.0

t Source: CIA, DR 64-48, "The Production of Grain in the U.S.S.R,," October 1984, p. 17.

the new lands (as estimated by CIA) averaged 6.1 centners per hectare
compared to 7.6 centners in the previous 5-year period.

On balance, the corn program proved successful, but the leveling
off of acreage in areas in which corn is reasonably well adapted and
the expansion in areas unsuitable for corn brought about a leveling
off of the program's contribution to output at the end of the 1950's.
Moreover, the peak seasonal needs for labor and machinery in culti-

"Under the practice of clean fallowing the land is not planted and is cultivated only
as needed to prevent growing of weeds. -he practice also permits accumulation of mois-
ture in the soil.

gKommunist,No. 4, 1068 p. 64.

63-591 0-8-pt. 1I-13--8



368 NEW DIRECTIONS IN THE SOVIET ECONOMY

vating and harvesting of corn overlaps the peak seasonal needs of
other crops.54 The failure in recent years to maintain earlier rates of
increase in tractors and other types of field equipment combined with
the overall reduction in the size of the labor force has put a strain on
resources in major corn-growing regions. Thus, yields of corn and
other crops with which corn competes in timeliness of field operations
may have been adversely affected.

file third major innovation in land use-the "plow-up" program-
was intended to replace "low-yielding" crops (sown grasses and oats)
and fallow with 'high-yield'l crops (peas, beans, and sugarbeets).
The program, nnnounce in October 1961 and- two-thirds completed
during 1962, was roughly comparable to the new lands camaign in its
requirements for additional manpower and machinery. lVnlike the
case of the newv lands, however, the additional resources were not pro-
vided and there is no evidence that a signifleant increase in net out-
put per hectare occurred. Moreover, abandonment of the grass rota,
tion system in the northern U.S.S.R.-a key part of the program-
may have resulted in serious depletion of soil nutrients because the
use of additives (fertilizer and lime) was not expanded enough to
replace the nutrients previously contributed by sown grasses. fn the
March 1965 Plenum of the Central Committee several speakers ex-
plicitly condemned the plow-up program as "damaging" and "dis-
ruptive" to livestock raising because fodder supplies were depleted
both by the reduction in perennial grasses and by lower crop result-
ing yields from "violation" of crop rotations~5

APPENDIX A. DERIVATION OF THE INDEX OF SOIBT AORIoULTURAL OUTPUT

A. SOURaES OF DATA
1. Coverage

The Index shown In Table 1 of the text Is based on the quantities available for
sale and home consumption of: grain, potatoes, vegetables, cotton, sugar beets,
sunflower seed, flax fiber, meat, milk, wool, and eggs. In addition, changes in
livestock inventories that may be held for investment purposes are Included. The
weights used in aggregating these quantities are state procurement prices estab-
lished for collective farms in 1958. For purposes of productivity accounting it
would be appropriate to include the concept of output changes from year to year
In the inventory of farm commodities (including feedstuffs). Such data are
available for socialized farms for selected years but are expressed in current
ruble values aggregated In such a manner that deflation into "constant 1958
prices" Is not feasible. Changes In stocks of farm commodities held by the
Government are not pblished.
S. (Jrosa output data

The official series for production of the above eleven commodity and livestock
inventories are available for 190-64 from the following official statistical
yearbooks:
TsU, SePlkoye Khozyaystvo SSSR. Moscow, 1960.
TsSU, Narodnoye Khoayayatvo v 1964. Moscow, 1965.
For 1965 from:
TSU, SUR v TaIfrakl& v 1905. Moscow, 1966.

"For example, harvesting of hay to late spring and early summer, fall plowing for
spring sowing of small grains and fall seeding of winter wheat. For an appraisal of the
corn program in the 194 0s see Johnson In Economic Trends * *O op. cit.. p. 228.

,Plenum, op. cit., especially pp. 115, 170-172, and 220-221.
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Official data on the gross production of the following products have been ac-
cepted without adjustments: potatoes, cotton, flax fiber, wool, and eggs. The
derivative of the production estimates for the others is as follows:

(a) Grain-1950-55, 1957: Official data for gross output (excluding corn in
the milk-wax stage) are accepted. 1958, 1968-65: Independently derived esti-
mates as follows:

[Millions of mettle tons]

Year Official Estimated Year Ofilcial Estimated

1958 .................. 12 0 112.8 1962 ................ 140.2 109.01958 ................. 14.7 11.0 1 ...................... 107.6 92.0
1959 ................ 119.6 9&7 1964- ............ 162.1 120,01960 ------------- ...........--12.I5 96.0 15w ...... 120.8 100.01961.................. 180. 109.8

The deduction for 1956 is a rough estimate of the excessive post'harvest losses
resulting from Inadequate transportation and storage facilities in the new
lands areas to handle the bumper crop produced.

As was noted above, Western analysts are in general agreement that Soviet
agricultural statistics have become increasingly unreallable since 1957, especially
in official claims of production of grain. One source has this to say:

"Beginning with 1958, Soviet officially reported annual yields of grain, es-
pecially wheat and corn, have been considerably higher than yields for any
other year in Soviet history. In addition, reported yields have shown a stability
that is uncommon to any previous known period of comparable length and that
seems to conflict with the fluctuations that would be expected from the dissimilar
weather conditions in the individual years ...

"A new estimating procedure apparently was introduced In 1958. Instruction
No. 1684 of the Central Statistical Administration, dated 28 April 1958, Includes
information on the method to be used in estimating the grain crop. This in-
struction apparently has not been published for public dissemination."

(CIA, E R 64-33, Production of Grain in the. USSR, October 1964, pp. 20-21.)
Because offilal production claims are so Inflated independent estimates are

obtained In the following manner:
"Ift estimating the actual amount of grain harvested in a given year, Western

analysts use data on grain acreage and Its distribution among kinds of grain
and regions. Estimates of yields per hectare are based on reports on weather
and the condition of the grain crop at various times during the season; on
the progress In seeding and harvesting; on the amount and progress of grain pro-
curements In the various administrative subdivisions; or statements made by
Soviet officials; and on a qualitative consideration of changes in inputs (such as
machinery, fertilizer, and seed) that would affect the grain harvest. Estimates
are made of the yield of each of the major kinds of grain in the various regions of
the USSR, and these estimates are compared with figures obtained for earlier
years when crop and weather conditions in the different regions were similar to
those prevailing In the year in question. These yields then are applied to the
data on grain acreage in arriving at estimates of production of the various kinds
of grain and consequently the total grain harvest." (Ibid. p. 15-16).
The above summarizes the approach used In deriving the estimates for gross
grain output for the years after 1957. As the above report notes, a check
on grain production estimates by estimating utilization "provide inconclusive
results because the great number of estimates required In the calculations"
(Ibid. p. 16) (waste, Industrial uses, net exports, seed, feed, food and change in
stocks). However, the fact that In recent years the Soviet Union has been a
major net Importer of grain (11 million tons after the poor 1963 harvest and
contracts for another 79'/ million tons after the mediocre 1965 harvest) pro-
vides adequate evidence that large stocks of grain have not been accumulated.
This and other evidence on utilization provide benchmark indicators and give
some assurance that the production estimates are reasonably accurate.
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(b) Sunflower Seed.-1950-57: Official data for gross output are accepted.
195844: Production claims have been reduced by about 8 percent to allow for
the excess moisture and trash that results when "bunker weight" (i.e., as
measured in the harvesting machine) instead of "barn yield" is used in de.
termining the size of the harvest. The discount used Is that required for the
year 1958 (Ekonomika el'slkogo khozyayatva, no. 6, 1959, p. 82). The 1964
statistical yearbook (Narkhoz, 1964, p. 816) indicates that "bunker" estimated
have been used for all years since 1950. For present purposes a fiat 8 percent
is used only for the period 1958-05 although it also may be appropriate to
discount for earlier years, and although the annual required discount may
fluctuate from year to year to an unknown extent.

(o) S gar Beets.-Official data on state procurements of sugar beets are used
in place of gross production. It Is assumed that sugar beets not procured by the
state are fed to livestock or are used In production of seed.

(d) Mcat.-Official production data (including fat and offal) have been
adjusted by reductions of 10 percent for the years 1950-56, 11 percent for 1957,
and a range of 12 to 15 percent for the period 1958-05. These represent notional
allowances for assumed padding of official statistics. Under the pressure of
Khrushchev's campaign for "catching up" with the United States in meat and
milk output (initiated in 1957) it is believed that pressures on reporting officials
at various levels to fulfill unrealistic goals led to a greater degree of falsification
in years after 1956.

(e) Milk.-Official production data minus a deduction of 5 percent for 1950-56
and a variable rate of 6 to 10 percent between 1957-65. See note above for meat.

(f) Changes in Inventory of Livestoek.-190-62, 1964-65: Changes in inven-
tory of livestock are estimated by changes In the number of cattle, hogs, sheep,
and goats at the end of the given year in comparison with numbers at the end
of the previous year. No allowance Is made for changes in average value per
head due to differences In average weight or other indicators of productivity.

1963: The major shortfall In grain output in 1963 provided the setting for a
major reduction In numbers of productive livestock, especially hogs, between
the end of 1902 and the end of 1963 (hog numbers declined more than 40 percent).
Changes In the number of livestock In 1963 undoubtedly resulted from slaughter-
ing young animals or animals of very light weight and foregoing the breeding
of livestock. Thus It is not appropriate to weight this decline in numbers by the
usual method of applying the value of animals of average size purchased by the
state during 1953-59.

The method of determining the value of the decline in the number of livestock
In 1963 Is as follows. On the basis of the past relationships between the number
of meat-producing animals at the beginning of the year and production of meat
during this year, production of meat for 1963 was projected at 8.53 million tons
(9.93 billion rubles). Assuming that the value of the meat produced in excess
of this amount was equal to the value of the decline In the herd, the following
value of net agricultural production is derived.

[In billions of rubles)

Item 1962 193

Meat ............................................................................ 9.47 9.93
Livestock ....................................................................... 1.00 0
Other components ............................................................... 20.31 10.27

Total ...................................................................... 30.78 2.20

8. Use of production for feeding of livestock
(a) Grait and Potatoes.-Estimates of utilization of grain and potatoes as

feed were based on a number of considerations:
(1) net availabilities after deductions for other uses (industrial use, food, net

exports, change In stocks) ;
(2) feed requirements Implicit'in the level of meat and milk output;
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(8) scattered official evidence on total amounts fed for certain years or per

head rates of feed utilized.
In making the needed deduction from the gross value of livestock for the value

of grain and potatoes fed it was assumed that one-third of the grain used as
feed from a given crop will be fed during the calendar year in which It Is pro-
duced or during the period 1 July-1 December and that two-thirds will be fed
during the following calendar year or during the period 1 January-80 June.

(b) Milk.-A flat deduction of 10 percent was made in the adjusted milk series
as an allowance for feeding to livestock.
4. Use of production for seed

(a) Graln.-The amount of grain deducted for seed in a given year was esti.
mated at 0.15 ton per hectare of the area sown to grain for harvesting in the
following year. (Pravda, 11 Feb 64. and Entalklopcdicheskly seiskokhozyay-
stvennyy slovar' spravochnik, Moscow, 1959, p. 68,408, 547t, 708, 788, 1020.) There
is evidence that actual average seeding rates in recent years have been signifi-
cantly above this official "norm." Hence, the use of a standard rate may lead
to an upward bias in net output of grain.

(b) Potatos.-The amount of potatoes deducted for seed in a given year was
estimated at 1.9 tons per hectare of sown area for harvesting in the following
year. (8.A. 111n, Bkonamika prolzvodstva kartofeiya. Moscow, 1963, p. 8, 5.)
5. Prtoe weights used in aggregating quantitative data

Official purchase prices of 1058 were used as weights. These were established
in 1958 by the government as base prices for collective farms from which actual
procurement prices were to fluctuate. The new official prices were supposed to
provide enough gross receipts for farm outlays for both current expenses (labor,
materials) and investment goods (machinery, buildings). This attempt to estab-
lish "full cost" prices for collective farms was largely due to the abolition of the
machine-tractor stations In 1958 which previously had provided machinery serv-
iees to collective farms at nominal cost.

Because farm output lagged after 1958, further major adjustments In prices
followed In 1962, 1963, and 1965. The 1958 prices had failed to generate enough
gross Income to cover additional Investment needs and to provide a boost In
lagging farm wages. Large Increases In prices were adopted for livestock (1962
and 1065) ; cotton, sugar beets, and potatoes (1963) ; and grain and milk (195).
If it is assumed that the relative prices for, say, 1903 and 1965 better reflect the
needs (planners preferences) and costs (relative scarcities), and thus the appro-
priate rates of substitution among the products, It can be argued that they would
provide a more appropriate set of weights in computing a net Index of production.
But despite the rather dramatic shifts in commodity prices between 1958 and
1965 the use of price weights for 1968 and 1965 had relatively little impact on
the overall Index of net production as shown in Table 13.
TABLE 13.-U.SS.R.: Indexes of net agricultural output computed by use of

alternative price weights, selected years, 1950-65
{A-1958 base prices; B-196 actual prices; C-1068 base prices)

11 -.1001

Total output Livestock Crops

A B C A B C A B C

1950 ........................ 100 100 1O0 100 100 100 too 100 100
IO1 ........................ 120 124 125 137 143 141 119 112 113
190 ........................ 150 146 149 184 191 186 124 120 120
195 ........................ 171 16? 172 212 221 220 141 185 135

The moderate acceleration In the index of output of livestock products due to
the change In relative prices after 1958 Is offset by the dampening of the index
of output of crops by use of the latter sets of prices. In addition there is close
agreement among the three time series in turning points, especially those com-
puted with the 1958 and 1965 price relatives.
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B. DIVERGENOE OF THE NET INDEX BASED ON THE ABOVE ESTIMATES OF PRODUCTION
FROM THIE INDEX BASED ON ACOEPTANCE OF OFFICIAL PRODUCTION DATA

If above noted adjustments are made In the official gross production data for
milk, meat, sunflower seeds, and grain for the years 1950-6 the average absolute
level of production for each year In the period 195-8 Is 48 percent above the
average absolute output for each year In the period 1950-55. If unadjuated gross
output data are accepted the average differential comes to 59 percent--approxi-
mately one-fifth larger. To test -for the Impact on the overall change In absolute
level of output resulting from the adjustments In the non-grain commodities
(meat, milk, sunflower seed) a comparative calculation was made by accepting
the official claims for the latter crops. The average Increase In absolute output
for each year In the period 190-M (compared to the average for each year in
the period 1950-55) was 51 percent, suggesting that about three-fourths of the
difference between the adjusted and unadjusted series Is due to discounting of
official claims for grain output; one-fourth to discounts In the official data for
the other three commodities (meat, milk, and sunflower seed).

APPENDIx B. DERIVATION OF THE INDEX OF SOVIET AGRICULTURAL INPUTS

Detailed exposition of the derivation of the data underlying the several indexes
of inputs is not possible in this paper. This appendix describes briefly the con-
cepts and coverage of the individual series on which the indexes of inputs are
based and explains the procedure for obtaining the factor-share weights for
1959 used In combining the individual series into an index of total inputs. The
individual value and "physical" series from which the volume indexes in Table 8
were derived are shown in Table 14.

A. LABOR INPUT

Alternatives series have been constructed for the labor input based on: (a)
the number of persons principally or exclusively engaged in farming activity,
and (2) the actual expenditure of work-days In agricultural production (con-
ventionally expressed In Western literature as "man-days"). The labor force
series Is based on relatively reliable data; the man-day estimates are less re-
liable, especially that part reflecting Inputs of days in the private sector.
I. Numbers prnotpally or ezoliuively engaged in farming aoti£vitt

The concept of agricultural employment used in this paper includes persons
12 years of age or over who are principally or exclusively engaged during the
year in farm activity, except for members of households whose head Is princi-
pally or exclusively engaged in non-agricultural activities. The latter provision
is designed to eliminate from the employment count those members of house-
holds whose only or principal employment consists of work on the "plot" (kitchen
garden and/or small holdings of livestock) held by a household not attached to
an agricultural enterprise In the socialist sector (or as an Independent peasant)
but whose family maintains a kitchen garden and/or holding of livestock as a
seoonda*V source of Income.



TABLz 14.- U.S.S.R.: Indicators of resources avilabe to agriculture, awpr in ruble vabus or physical units, 1950-64

COMItalok(blfliouafrubls =6pde 10.15 1LL25 32.0 MOO6 14.8 16.65 18.05 21L25 28.70 2L6.3 29.00 3180 3L.75 38.95 0.85
Anu lsownme ( motbectse).... 146.3 3.0 15.8 I S 157.2 I6.L I IS.9 19.8 19.7 196.7 10.S 25.o 200.6 216.o 218.5 2. TndGe dy MD = --)-.......... 100.0 IO0 100.7i 101.0 lO10 1 .3 0.7 069 06.9 01 07.5 07.8 0.6 0.7 97.0Wu ,4L 3.....a 14.o I 1S.s 1663 S8.6 .3 191L.6 106. 10 17.0 200.1 213o 211.3 2o64

Cwxmpem~bI1m~u~s1uwas. 2.8 2.8 Z900 3.8 L.76 3.06 4.10 4.30 4.77 5.00 L5.2 5.72 6.18 6.73 7.22
Productime lutk'blat M uls,15WOOD) ................................. .25 &5 9.05 9.35 9.05 10.80 L 12.45 13.35 14.00 14.20 14.8 15. 14 1
JAbor *

J I~dauwws --- 0) 10------ ----- 6190 ) 9,0 9W,85 10,123 1%652 10,601 10,452 10,407 10,40810,00 99 96M2 906M0 %Mundo) ------------------- --------- 41,0K4 3.48. 38,20 380K. 37. 38,180 3$,785 30,308 41,48 9674 303 3, 5 322 8 87 3,0

I bdtiti-al ublevalumeorphysllna 11 ld 3sawn aeesa each yew for each .1 25 reglom weighted by tdo &ams grain yiel
In table 3 a tuem. Ueso f @ dafta In this al h inde f ch region In 19.-4SL

nrl " l=liml=' (I'" 0 
,,. ,,. ,-, , 1 . ,- =f mra o "Jl r Fa=.,fu

'Includes value of Oued smt bhm baBofdtk uhrsUualn S- eo e in ftvt only.Sete irdnsm.I
(Badfnv Wman dhr os adIm Lb s eUsee tet for deciin eaohiusin.

provemnlm mac a dnag ane) ud value of draft livestock. Values ae 7 Not svailabe.
uaIn i ofiuly 1, 190 witan boeq tadhl-- fbegibfngand



374 NEW DIRECtIONS IN THE SOVIET ECONOMY

Members o households attached to agricultural enterprises (collective and
state farms and other state agricultural enterprises) whose head io principally
engaged in non-far ming activity (capital investment activity, municipal services,
or subsidiary industrial production) are included if their princpal occupation is
In farming.

The requirement for inclusion in the farm labor force count is rather lax; only
a nominal participation is required in terms of days per year. The coverage is
more in keeping with the concept of "work experience" as enumerated by the U.S.
Bureau of the Census. The concept used since 1940 for the farm labor force in
the United States counts family members in farm households as participants only
if they work 15 hours or more in a family farm during the "census week".
S. Man-Days

A series of total days worked in farm activity In the USSR was derived for
all years in the period 1950-4 except 1951. It represents a measure of the vol-
ume of time spent directly In production of agricultural products--crops and
livestock-and In associated administrative activities. The days are undifferen-
tiated as to the age and sex of the persons employed. The coverage Includes not
only time worked by the persons included in the employment series shown In
Table 14 but also embraces the input of days by persons of households whose
head Is principally engaged in non-agricultural activities but who maintains (in
non-agricultural enterprises) small holdings (kitchen garden and/or small hold-
Ing of livestock). Also included are days worked In farm activity by members of
households attached to agricultural enterprises with a principal occupation, in a
non-farm production aotitty (e.g., capital repair, municipal service) but who
have a secondary source of employment In farm production activity.

D. CAPITAL STOCK

The ruble series for capital stock is comprised of two components: (1) value of
fixed reproducible assets, and (2) value of draft animals.
1. FiPed assets

Official Soviet Index numbers for agricultural fixed assets are available for
1928, 1940, 1052-53, 1958, end 100-4. The ruble values underlying the index
series are said to have been computed in "comparable prices", undepreclated and
net of retirements. To get the series used In this paper, the ruble value of fixed
assets at the end of 1902 was officially estimated, category by category, in 1955
prices. This base figure was then moved by the official index number series.
Values for missing years were interpolated by use of official investment data
(also in 1955 prices) and Implicit retirement rates. The national census of capi-
tal stock in state sectors of the economy as of I January 1960 and a comparable
census of collective farm assets as of 1 January 1962 have caused some adjust-
ments in the official index series. •

Detailed descriptions have been published of the inventory and revaluation of
capital in the censuses of 1960 and 1962. Nothing is known, however, about
the method used In obtaining the Index series (undepreclated and in "compar-
able prices") used to extrapolate the benchmark values of fixed assets. As an
independent check on the reliability of the official Index, an index of machinery
inventories was constructed and combined with an independently constructed
index of buildings and other structures. The machinery index was computed
for the years 1928-40 and 1950-S9; the sample of machines weighted by prices
of 1 July 1955 probably included 90 percent of the value of agricultural machinery
and equipment during the two periods. Similarly, a rather crude measure of
the value of the other major component of productive capital In agriculture-
buildings and other structures-was obtained for the terminal years 1928 and
1959. Basic to the derivation of the Index of structures is the use of the official
Investment series (expressed in prices of 1 July 1955). The independently con-
structed indexes, of stocks of machinery and structures were weighted by the
relative shares of each in the total asset structure of agricultural enterprises
at the end of 1962. The results of the exercise are compared with the official
index of capital stock, excluding livestock:
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Indcc of Capital Stock it Agricultural (1928=100)
Computed
Machinery --------------------------------------------- 728
"Productive" Structures ------------------------------------- 514
Structures and Machinery Combined -------------------------- 57
Official
Structures and Machinery Combined -------------------------- 623

The differential in the indexes comes to about 5 percent and seems to be a
reasonable, albeit rough, check on the official volume indexes of fixed assets
published in the annual statistical abstracts.
2. Index of draft animals

The value of draft animals (horses, oxen) at the end of 1062 of 1.1 billion
rubles (19155 prices) was moved by the inventory of horse numbers at the end
of each year. The benchmark value in 1062 is equal to the value of draft live-
stock held by socialized enterprises of approximately 1.0 billion rubles plus 0.1
billion rubles as an estimate of the value of draft animals held by the private
sector.

0. PURCHASE OF MATERIALS

The Index of cuftent purchases of materials from other sectors of the economy
is comprised of five series: (1) fuels and lubricants, (2) current repairs of
machinery and buildings including repair activity carried out by the farms on
their own account (3) use of electric power for productive purposes (4) deliver-
ies of fertilizer and (5) production of processed feeds (millfeed, ollcake) by
industry.
1. Fuels and lubricants

The index of fuels and lubricants for 1950-56 was obtained by estimating the
quantities of each fuel and lubricant used for tractors and combines and weight-
ing them by use of regional delivery prices of I July 1955. The index for 1950-56
was extrapolated to 1964 by use of an index of total mechanical power on farms
expressed in horsepower units.
2. Current repairs

The index for current repair outlays is based on the estimated series of outlays
on fuels and lubricants. Reasonably reliable estimates of actual ruble outlays
(expressed in current prices) for current repairs are available for 1950. 1955-58.
and 1962. When crudely constructed price indexes are used to deflate the current
ruble series the implied "constant price" index appears generally consistent with
the movement of the index based on the use of petroleum products. Accurate
data are not available on the rather substantial changes in prices of spare parts
and other repair materials and on wage rates of repair workers. These data
would be necessary to obtain reliable deflators for the current ruble expenditures
in selected years.
8. Fertilizer

Data on deliveries of nitrogen, potassium, phosphorus, phosphorous meal, and
several minor fertilizers (expressed In standard nutrient content) were aggre-
gatedl into a total index by use of factory prices (f.o.b.) prevailing for each type
of fertilizer in 1958-59 plus estimated average delivery cost per type of fertilizer
from station to user.
4. Electric power

This series is based on the consumption of electric power (expressed in kilo-
watt-hours) for prodletive purposes. Electricity used for home lighting on
farms and other "nonproductive purposes" is excluded.
5. Feedstuffs purchased

The index is based on estimated production of millfeed (net of losses) obtained
front the milling of small grains and pulses and production of oilseed cake ob-
tained from cotton and sunflower seed. These series were aggregated by use
of 1958 prices paid by collective farms. Production used in constructing the
series is limited to materials processed in government-operated facilities. All
such production of millfeed and ollcake is assumed to be used for domestic feed-
ing of livestock. Excluded from consideration are interfarm transfers of whole
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grain and other feedstuffs that result from the resale of government procure.
ment. to farms. These purchases were counted as intra-agricultural sales and
were deducted in computing net output, as explained in appendix A.
6, The oterall indcx o1 material purcha8es

Indexes for the above five series of goods and services purchased from other
sectors were available for 1950, 1953. 1955-64. The series for 1951-52 and 1954
were interpolated from adjoining years by use of the index of estimated outlays
on petroleum products. The separate series were aggregated by use of the actual
expenditure weights for 1959 (see appendix C, below). The weight used for
fertilizer was the actual expenditure by agriculture for all chemical products
(pesticides, herbicides, paint products, etc., as well as mineral fertilizers). The
nonfertilizer elements are minor when expressed as a share of total outlays for
chemical products.

D. LAND
The measure for land is the change In sown acreage In each of 25 regions

weighted by average grain yields in each region for the period 1949-58. As noted
in the text the similar characteristics with respect to climate and soil of most of
the sown acreage in the Soviet Union leads to a relatively small change in
weighted yields regardless of the major overall expansion and shifts regionally
in sowings during the past decade. Moreover, grain yields in the areas that are
rather sharply differentiated in climate and soil conditions (northern European
Russia and the Transcaucasus) from the major agricultural regions are not
significantly different from those prevailing in the major areas. As a result the
weighted average yield moved narrowly, the high for the 15-year period coming
in 1953 (8.65 centers per hectare) and the low in 1963 (8.28 centners per
hectare).

E. LIVESTOCK

The measure reflects the value of productive livestock (excluding draft ani-
reals) held as breeding stock or for purposes of producing a flow of services over
a series of years (e.g., dairy cattle for milk, sheep for wool). The proportion of
the herds that is comprised of young stock before the reproductive age or animals
raised solely for slaughter is excluded. The value of such livestock are Included
as working capital in official accounting procedures.

APPENDIX C. INDEX FORMULA AND SELECTION OF WEIGHTS

A. CHOICR OF INDEX FORMULA

The several inputs considered are aggregated into a production function of the
following form:

(1) Q,=MBC,.,..
Also it is assumed that

(2J a+b+c+d+e= 1

(3) a=p--, b=p- , etc.

The variables are defined as follows:
Qt=predicted output in year t resulting from the use of given amounts of

inputs considered (A, B, C, D, and E)
A&=labor inputs
Bt capital inputs (reproducible fixed assets and draft animals defined as a

flow of services)
Ct=current purchases from non-agricultural sectors
D=land inputs
Et=livestock defined as a flow. Excludes draft animals and other classes of

animals considered as working capital
PA=Price of Input A, etc.
A=Quantity of input A, etc.

Po= Price of output for sale or home consumption
O=Quantity of output for sale or home consumption
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The small case letters shown represent the coefficients (or relative shares) for

each of the categories of inputs in total output. The concept of output considered
is value added by agriculture plus purchases from non-agriculture of materials for
current use.

The second assumption implies constant returns to scale and if each of the
factors is paid the value of its marginal product in the base period each coefficient
will represent the proportionate share of total output. Thus, the third assumption
defines each coefficient as the proportion of total costs of production attributable
to each category of inputs.

B. ESTIMATION OF VALUE OF OUTPUT FOR SALE AND HOME CONSUMPTION IN 1959

Total value of production for sale and home consumption plus subsidies to state
agriculture is estimated to have amounted to 38,482 milUon rubles in 1959 in
current prices.

The estimate is made up of the following components:
(Million rubles)

1. Sales to nonagricultural sectors as lntermedate product3----------2 42. Net sales to consumers as final product------------------4,241
3. onsumption of farm products as income In-kind ---------------- 9800
4. Net foreign sales ------------------------------------
5. Subsidies to state agriculture 8------------------------------

Total. - ---------------------------------------------- 38,482
Line 1: Comprised of receipts of agricultural sector from sales to other pro-

ducing sectors, primarily the food and textile Industries. This sum of 23,483
million rubles Is comprised of value of purchases by industry of 21,233 million
rubles expressedd in final purchase prices paid to government procurement agen-
cies) as estimated by Vladimir Treml' (The 1959 Soviet Intersectoral Flow Table,
vol. 1, Research Analysis Corporation, November 1964 p. 97) plus estimated sub-
sidies paid to procurement agencies of 2,650 million rubles to cover the difference
between the prices paid to farms and the lower prices paid by Industrial enter-
prises to procurement agencies (Abraham Becker, Soviet National Income and
Prodtwt 1958-62: Part I-National Income at Established Prices RM-4394-PR,
Rand Corporation, June 1905, p. 137) minus estimated turnover taxes of 400
million rubles added to prices paid by the food industry for purchases of grain
from procurement agencies (unpublished estimate by Vladimir Trem').

Line 2: Sum of direct sales by agriculture to the population of 793 million
rubles through "commission" stores (Narlhor. 1962, p. 540) plus 3,448 million
rubles of net sales through the collective farm market (3,831 million rubles
gross sales from Narkhoz, 1962, p. 540 minus an allowance of 10 percent for
trade margin).

Line 3: Unpublished estimate by Constance Krueger. Prices used are the
average realized prices received by producers.

Line 4: Value of exports of agricultural products (expressed in domestic prices)
is estimated by Vladimir Treml' as 660 million rubles (see contribution by Treml'
in this volume).

Line 5: Government subsidies to state agriculture of 167 million rubles for the
RSFSR ilifiated to 298 million rubles (Narkhoz, RSFSR 1960, p. 468) by assum-
ing a proportional subsidy on state farm acreage In the other republics.

0. ESTIMATION OF COEFFICIENTS

When rate of return on
fixed capital and produc-
tive livestock Is-

8 percent 13 percent

1. Labor -------------------------------------------------------------------- 0.5725 0. 6725
2. Fixed capital ------------------------------------------------------------- 0.0842 0.1185
3. Current purchases ------------------------------------------------------- 0.1411 0.1411
4. Land ..................................................................... 0.1731 0.1206
5. Livestock ----------------------------------------------------------------- 0. (191 0. 0473

F
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Coefficients in Columns 1 and 2 are obtained by dividing the payment to each
of the factors of production by the total value of production for sale and home
consumption of 38,482 million rubles. The sum total of the payments to the
factors Is equal to the value of output.
I. Labor

Sum of wages paid to the labor force engaged in a farm activity on state
agriculture and collective farms, sales by households of agricultural com-
modities, and farm Income-in.kind. Wages for state agriculture of 3,291 bIl-
lion rubles was derived as follows:

Average annual wage of 642 rubles plus payments to social insurance of 4.4
percent for a total return of 070.2 rubles per average annual worker. The
average annual wage for 1959 is obtained as the mean for the years 1958 and
1960 (average monthly wages of 53.1 and 53.9 rubles, respectively, times 12,-
Aarkho:. 1964, p. 555). The deductions for social insurance is equivalent to
4.4 percent of the annual wage (V. Krillkoskaya et. al., Planirovanlyc bytidzheta
go8udarttl'('nlogo aotsial'nogo strakhovani ya. Moscow, 1969, p. 18). Average
annual number of workers In farming activity In 1959 came to 4,557 thousand
In state and Institutional farms and 219 thousand in machine and repair tractor
stations (8'l8koye khozyayetlo, op. cit., pp. 450, 451, 458). It was assumed
that the average estimated wage for state agriculture was also applicable for
MTS and RTS workers.

The following returns to other types of farm labor are from unpublished esti-
mates of Constance Krueger: wages paid to farm members and hired labor by
collective farms attributable to farm activity (4,450 million rubles) plus share of
net income from sale by households of farm products attributable to use of labor
(4,580 million rubles) plus income-in-kind (9,800 million rubles).

2. Capital
Charges for capital stock are comprised of three Items:
(1) depreciation charges on structures and equipment.
(2) interest on structures and equipment.
(3) Interest on horses.
Using alternative interest charges of 8 and 13 percent, the flows come to:

8 percent 13 percent

Depreciation ................................................................ 1,130 1,130
Interest ..................................................................... 2,110 3,430

Total .................................................................. 3,240 4, 840

(a) Deprccfatlot Clharge.-Depreciation charges were obtained by the use of
a 4.5 percent rate and capital assets valued at 25,100 million rubles in 1959. The
relevant rate for depreciation is assumed to be that used for replacement only
excluding amortization allowances set aside for capital repair. The rate of 4.5
percent was implied for 1903 for state agricultural enterprises. In 1903, amorti-
zation allowances of 905 million rubles were set aside for state agricultural
enterprises for replacement against. a stock value of 20,200 million rubles (exclu-
sive of livestock). Amortization deductions are from Narkhoz. 1963, p. 653. A
similar rate appears to be appropriate for collective farms (4.7 percent in 1963
for collective farms of the ItSFSR only-I,. N. Kassirov and V. A. Morozov,
Khozyay8tvcnnyy ra8chct v kolkho.akh i 8orkhozakh, Moscow, 1965, p. 45).

The rate for 1963 was deemed to be more appropriate than the Implied lower
rate for 1959. MaJor revisions (upward) In accounting for amortization were
undertaken in 1963 in order to obtain a more realistic set of allowances.

The data cited above for value of assets (including draft animals) are from
unpublished estimates of Scot Butler.
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(b) Interest Charges.-As indicated above I have arbitrarily used alternative

rates of return of 8 and 13 percent. Until this year (1966) there has not been an
explicit charge levied on reproducible assets in the Soviet economy. Investment
funds for state enterprises were for the most part provided either on a grant
free basis from the State Budget or from retained profits of the enterprise. But
under the provisions of the new planning system for industry a charge will be
levied on tindcpreolated value of capital stock. F'or the enterprises to be trans.
ferred to the new system In 1966 the charge will vary from 3 to 8 percent, but
this is a "nimum" to be increased in the future (Finaney SSSR, no. 3, 1966,
pp. 23-24). Soviet emonomists are discussing a future range of Interest rates of
6 to 12 percent with some arguing in favor of a higher rate of 15 percent.

The average rate of return In the U.S. on depreciated capital In manufacturing
enterprises (before taxes) between 1946-458 came to 11 percent (George J. Stigler,
Capital and Ratc8 of Return, in Man ufacturing Indust ric Princeton, New Jersey,
1903, errata statement p. 8). The implied rate on undepreclated capital would,
of course, be lower.

In the case of the Soviet Union one would expect to observe a higher rate of
return than in the U.S. because of the greater degree of scarcity of this factor
of iruction In the Soviet economy compared to other resources (e.g. labor).
Moreover, the priorities of Soviet planners are such that the "recoupment rate"
used by planners as a rule-of-thumb measure In choosing among alternative uses
of investment Is higher for agriculture than it is for, say, heavy Industry.
8. Current purchases

Current purchases of materials from non-agriculture sectors of 5,428 million
rubles are from Treml' in The 1959 Soviet Interectoral. . ., (op. cit.,). Treml,
has included services purchased from transportation, communications, internal
trade, and distribution. For present purposes of obtaining net purchases by
agriculture from the rest of the economy these are excluded on grounds that most
of the expenditures reflect double counting of outlays (e.g. trade and transporta-
tion) which are included in purchases from other sectors (e.g. food industry).
,. Land

The return to land of 6,660 and 4,640 million rubles (Column 1 and Column 2)
was obtained as a residual. It is the difference between total value of sales and
home consumption for agriculture of 38,482 million rubles and the summation
of the payments to the other factors (lines 1 to 3 and line 5).
5. Livestock

Comprised of Interest charges of 1,120 and 1,820 million rubles, respectively.
These are imputed charges based on assumed rates of return of 8 and 13 percent
on total estimated value of herds of 14,000 million rubles which is the mean of
end-of-year values for 1958 and 1959 of 13,800 and 14,200 million rubles, respec-
tively. Value of herds of productive livestock estimated by Scot Butler (un-
published estimates).

APPENDIx D. ALTERNATIVE INDEXES OF INPUTS AND OUTPUT PER UNIT OF INPUT

The index of total inputs and factor productivity shown in Table 5 of the text
was based on a set of weights for the geometric index formula that reflected an
interest rate of 8 percent on fixed assets and livestock and the use of man-days as
the indicator for the input of labor.

In Table 15 the 2 indexes derived by use of the 8 percent rate of return (labor,
alternatively, expressed as man-days--itd employment) are compared to those
derived with a rate of return of 13 percent. The latter rate was arbitrarily

_v_. chosen to tbst for the sensitivity of the results to variations in the assumed con-
tribution of fixed assets and livestock and the return to land obtained as a
"residual." The overall conformation of trends In inputs and output per unit
of input are not seriously modified (see Table 16).



0

TABLz 15.--U.S.S.R.: Indexes of output and inputs in agriculture, 1960-66
(19 - 1001

1960 1961 192 19 1964 1966 10 1067 198 1 1960 1961 1962 1963 1964

L Straightannual. ------------------- 100 97 104 106 109 126 141 141 18 149 180 163 161 153 170 171

2. &year moving average ------------ 100 101 103 108 115 127 i8 147 180 13 156 100 160 163 166 ........
Inputs:

. Rate of return on capital and live.
stock, 13 percent:

(a) Labor as numbers prici-
paly engagd ------- 100 101 101 106 108 112 116 121 12 180 129 132 138 140 143 ----

(b) Labor as man-days 100 () 100 106 110 117 1 2 126 129 128 112 136 137 140 --------
4. ate of return on capital and live-4. stock, 8 perc.ent:

) Hr nan ------ 100 101 101 105 107 111 115 119 12628 12 IN 16 2 8 = 18...

(b) Labor as m nd y 100 (1) 99 106 109 116 120 121 123 126 12M 128 182 132 1834

I Not available.
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TAwLz 16.--U.S.S.R.: Alternative iudme of agricultural output per unit of input, 1950-64
(1960 =1too

Output-Input 160 1951 19 19 194 195 196

A. Outp utas-yeer moving average:
. 3 inputs, 1 p c rae of re-

tuns:
(a) Labor as numbers principal

engaged- 100 100 102 102 108 113 119 121 117 18 121 121 116 116 116
(b) Labor as nm-days. -----. -- 100 D 103 102 104 108 114 120 11n 119 12 12 118 119 119

2. Index of inputs, 8 percent rate of re-
turn:

(a) Labor es numbers principally
enga ----e--------- 100 100 102 103 107 114 120 123 120 121 124 125 120 12 121

(b) Tao as m a-da ys------- 100 () 104 103 108 109 115 121 m2 122 125 12 12 123 124
B. OutD t e straight annual:f. Index ofl Inputs, 13 pecn rat of re-

turn:
(a) Labor en numbers principally

engaged" --------------------- 100 go 103 100 101 112 1 117 121 115 116 123 117 109 1U9
(b) Labor as inn-days, ------------- 100 (1) 104 100 99 108 117 116 123 116 117 12 U1S 112 12

2. Index of Inputs, 8 percent rate of re-
turn:

(a) Labor en numbers princplv y
engaged- --------------------- 100 g6 103 101 102 114 123 118 124 118 119 127 121 114 124

(b) Labor esn m-days...------------- 100 () 9 10 1 100 109 118 117 128 119 120 127 122 116 12

ZNot available.
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SEVEN YEARS ON THE FARM: RETROSPECT
AND PROSPECTS

The 7-year plan (1959-65) has just ended and preliminary goals for
the eighth 5-year plan (1966-70) have been announced. This is, there-
fore, an appropriate time to survey the performance of Soviet agri-
culture since 1958 and to take a preliminary look at agricultural pros-
pects in the first post-Khrushchev mediunm-term plan.1

I. Tam REsuvs IN PSPE wvE

The 7-year plan was introduced with great fanfare in January 1959.
The enthusiasm with which it was presented (and to some extent also
received) in the U.S.S.R. is quite understandable if we recall that the
sixth 5-year plan (intended to cover the years 1956-60) was scrapped
exactly 20 months after its inception. One of the avowed goals of the
sixth 5-year plan was "to overtake and surpass the most highly de-
veloped capitalist countries in per capita output." As it turned out,
the sixth plan embodied a number of inconsistencies which Soviet
planners were ultimately unable to reconcile. "Sufficient measures
for the quickest liquidation of the existing disproportions in the na-
tional economy were not provided; the necessary concentration of capi-
tal construction was still not guaranteed and measures for exploiting
the natural wealth of the country's eastern regions were not sufficiently
worked out." 2

Several of the important objectives of the 7-year plan and the re-
sults achieved are shown in table 1. The record of fulfillment is de-
cidedly spotty. While failure to meet agricultural goals stands out,
other important targets were not met either. Among these are: na-
tional income, output of consumer goods industry (group B), physical
volume of retail trade turnover, and all targets for housing construc-
tion.3 As table 1 also makes clear, population estimates on which the

I I am greatly indebted to Nancy Nimltz, Gregory Grossman, and Abraham S. Becker
for the critical reading of earlier drafts and for many useful comments. It Is also a
pleasure to acknowledge the helpful suggestions of Evsey Domar, John M. Montas, and
Benjamin Ward. Finl responsibility for remaining shortcomings is of course my own.

Anyone writing on agricultural policy benefits greatly from the substantial number of
careful western studies of various aspects of Soviet agriculture. This is only partly
reflected In my footnotes: I also wish to mention the work of Naum Jasny and Alec ove.
Many ideas presented here were clarified in discussions with fellow members of the
faculty seminar in economics of the Project on Comparative Study of Communist Societies,
University of California, Berkeley.

All value figures presented In this study are given in terms of new rubles, introduced
on January 1,1901.a SDlrekttvy KPSS I Sovetskogo pravltel'stva po khozlalstvennym voprosam," (Moscow:1958), IV: 7 1-788.

S 1e fulfillment of targets for producer's goods sector of Industry (group A) Is a result
of the performance of the machine and Instrument building sectors. As in earlier days,
the offi el" Soviet series for these sectors Is likely to be biased In the upward direction as a
result of the treatment of new products. That this has also been the case recently Is
confirmed by a statement In Voprosy ekonomiki, No. 12 (1965), p. 84.

The Soviet national Income series is particularly suspect with respect to the Increase
In 1964. This was first given by Kosygin as "about 5 percent' (Pravda, Dec. 10, 1964) ;
it was then raised to 7 percent by the Central Statistical Administration (ibid. Jan. 80,
1965). The final figure turned out as 9 percent (Narkhos-1964, p. 575). In Alec Nove's
words, this escalation amounts to the greatestt error and omission item of all times in
the htory of national income acounng.e'

386



386 NEW DIREWHON IN THE SOVIET ECONOMY

7-year plan was based turned out to have been too low. In 1963, So-
viet authorities found themselves with more mouths to feed than they
had anticipated in 1958 (the excess was particularly significant among
urban population). Hence, it is possible to say that none of the
targets for categories of our table 1 have really been met in per capital
terms with the possible exception of output of industrial producer
goods (group A).

Table 1 also reveals that while output targets in per capita terms
were not met., targets for inputs (in terms of the usual division into
the three main factors of production) were overfulfilled. While there
was no target for sown area, swings in 1965 exceeded the 1958 level
by 7 percent (in 1963, the excess came to 11.7 percent). The increase
in state and cooperative investment was more than 20 percent above
plan, while the corresponding figure for the number of workers and
employees is 16 percent (labor inputs in collective farm and private
agriculture declined by 4.4 percent). Thus, the 7-year plan can also
be described as a rather expensive attempt to meet high goals--ex-
pensive, that is, in terms of the effect on productivity.

TABLE 1.-The Soviet 7-year plan: Objectives and achievements, 1958-65

Percent Actual in.
Item Unit 1958 1965 1905 fulfill, crease as

(actual) (plan) (actual) mont percent ofplanned

1. National income ............ 1958-100 .......... 100.0 162-165 157.0 95-97
2. Capital investment . Billion rubles, 7 '122 0 * 194-197 240.0 122-124 167-164
3. Workers and employees..... Milon persons. 54.6 66.6 76.9 116 186
4. gown area .................. Million hectares... 195.6 (1) 209.1 d 107 (1)
5. Population, total ............ Million at mid. 207. 0 225 231.0 103 133

year.
Population, urban --------- do........... 98.0 108 123.0 114 250
Industrial output, total..... 1958-100 .......... 100.0 180 184.0 102 105

8. Industrial output, "A"l ..... ..... do ............ 100.0 185-188 197.0 105-106 110-114
9. Industrial output,"B1. ..... ..... do ............ 100.0 162-165 160.0 07-99 9297

10. Oross farm output ........ do ............ 100.0 170 114.0 67 20
11. Retail trade turnover ........ do-- -...... 100.0 162 150.0 98 9512. Housing construction, Million cubic me. -, 288 0 65046 557.0 84-86 72-74

urban, terse, 7 years.
13. Housing construction, rural. Million houses, 7 '63.8 7 3.5 80 ,-9

years.

State and cooperatives.
6 1952-58.
,Excluding the value of project making work.
'Percent increase over 1958 (there was no target in the published version of the 7-year plan).
, Decline of 0.3 million instead of increase of 3.2 million.
I Not available.

As we have already noted, the performance of Soviet agriculture
under the 7-year plan was especially disappointing. The record for
individual products as well as for the more aggregated output meas-
ures is shown in table 2, which also shows data for 1964 (in order to
avoid the impression of compairing a poor harvest year 1965 with the
excellent one of 1958). Instead of the planned increase of 70 percent,
the actual rise in gross output was 14 percent: In terms of annual
growth rates, the planned and actual figures are: 7.9 and 1.85 percent.
In per capita terms, the record is even worse: Output virtually stag-

4V. S. Tiukov, R. A. Loshkln. "Sovetskaia torgovila v period perekhoda k kommunizmu"(Moscow: 1964), p. 151 state that the average annual population (i.e. mid-year) In 1968was 225 million in lieu of the 220 million expected at the time when the plan was being
prepared. Urban po pulation exceeded expectations by 12 million, while rural population
was? million below the anticipated figure.
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nated throughout the 7-year plan period, and it is not impossible that
more refined-measures of Soviet farm output would even show a small
deterioration.5 Marketed output, expressed in per capita terms for
urban population alone, also stagnated.

An additional perspective can be obtained from international com-
parisons. If we set Soviet performance in 7 years (1958-1965) against
that of western and southern European countries in the 6-year period
1957-58 to 1963-64 we find that the Soviet record is surpassed by 11
out of 17 countries. Only Denmark, the Netherlands, Sweden, Port-
ugal, Switzerland and Yugoslavia fail to match or exceed the Soviet
performance in total agricultural output.6 As we shall see, Soviet
agriculture under the 7-year plan operated under particularly diffi-
cult constraints. Here it is sufficient to note that its accomplishments
appear in a much more favorable light once the difficulties and prob-
lems arising from these very special environmental characteristics
are taken into account.

TAsLn 2.-7-year plan in agriculture: Objectives and performaee, 1958, 1964-65

Item Unit 1958 1965 1964 1965
actual plan actual actual

1. Gross farm output ..................... 1958-100 .......... 100 170 113 114
2. Crops .............................. 158-10..- 100 119 107
3. Animal products ................... 1958-100 ........ 100 108 123
4. Gross farm output per capita .......... 158-100 ...... 100 156 102 102
5. Crops-------------------1958... ji-100----------i. 00 () 106 go
6. Animal products ................... 1958-100 .......... 100 96 110
7. Marketed output ...................... -1958100 .......... 100 128
8. Marketed output per capita 1 .......... 98-100 .......... 100 100
9. Grain output, official I ................ Million tons...... 134.7 183-172 15.1 12 5

10. Grain output, adjusted, USDA ............. do ............ I&0 ( ) 15.1 6
11. Raw cotton output ......................... do ............ 4.4 5.726.1 5.3 57
12. Sugarbeet output ........................... do ............ 54.4 78-84 81.2 71.5
13. Sunflower output ........................... do ............ 4.6 (1) 6.1 .4
14. Flax fiber output ...................... Thousand tons.... 438 1 0 346 443
15. Potto output ..................... Million tons ...... 86.5 17 93.6 88.0
16. Vegetable output ........................... do ............ 14.9 30-32 19. 17.0
17. Fruit and grapes ....................... ..... do ............ 6.6 13.0 0.5 ()
18. Meat output ......................... ..... do..-.....-... 7.7 18.0 8.8 9.9
19. Milk output ................ ..... do .......... K7 100-105 83.3 72.4
20. Egg output ........................... Billion ............ 23.0 37.0 2.7 29.0
21. Wool output ........................... Thousand tons.... 322 548 341 356

I Not available.
' Urban population only.
I Net of corn other than grain corn. Soviet statistics on gai output are believed to be examrted and

this may also be true of unflower and some other products. In the more important case of grain, we also
shpw an adjusted series.,

Slaughtered weight, including offal.

From many standpoints it is also useful to consider the developments
in agriculture within the general context of trends in money incomes
and outlays of Soviet households and in Soviet tax policy. Our esti-
mates of trends in personal and disposable money incomes of Soviet
households are presented in tables 3 and 4 (absolute magnitudes are

5 What has been said in footnote 3 with respect to national income statistics for 1964
applies with lesser strength to the series on the gross output of agriculture. According to
Brezhnev In Pravda, Mar. 27 1965, 1964 output exceeded that of 1958 by 10 percent.
Narkhoz-1964, p. 246 shows a figure of 18 percent. It Is hard to believe that errors and
omissions here amounted to fully 80 percent.

*Food and Agricultural Organization of the United Nations "Production Yearbook"
1964 (Rome: Food and Agricultural Organization of the United Rations), p. 82. It makes
little difference whether we compare indices of total output or output per capita. On the
other hand, the Soviet performance in 7 years is worse than any of the following groups
in 6 years: Western Europe Eastern Europe Including the U.S.S.R., Oceania, Far East, Near
East, Africa. On this bas6 the Russians outperform only Latin America (even though
the average annual Increase there was greater than in the U.S.S.R.).
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given in appendix table 1 and 2). For convenience these tables in-
clude also the years 1956 and 1957, or the 2 years of the abortive sixth
5-year plan. All estimates depend to a large extent upon the work of
Nancy Nimitz and Abraham S. Becker of the Raid Corp., who com-
piled the underlying national income accounts for the U.S.S.R. during
the period 1956-62.?

Table 3 shows that under the 7-year plan personal money income in
the U.S.S.R. increased by 59.3 percent, or at the rate of 6.9 percent
annually. The rise was especially rapid in the years 1958, 1965 and
1961, and relatively lowest in 1959 and 1963. Though the planned
rate of increase in personal income is not known, it seems likely that
the very rapid increase (due partly to the above plan rate of urbani-
zation as well as to the increase in average wages in the noncollective
farm sector of the economy) exceeded original expectations.8 In-
creases in wages affected mainly, though not exclusively, the lower
income brackets.9  I

In the face of a low propensity to save, any increase in personal
money incomes that cannot be absorbed by a corresponding increase in
the supply of goods and services on the consumer market can still be
offset by appropriate tax measures. Table 3 (along with appendix
tables 1 and 2) shows that the Soviet government was most reluctant
to apply this remedy. The rapid increase in personal money incomes
during the period 1956-58 occurred in the face of a reduction of the
absolute as well as the per capita burden of direct taxes (defined to
include the entire sale of subscription bonds to households) ; per capita
direct taxes declined from 38 to 28 rubles during these years.10 This
is in sharp contrast with the period 1955-56 when renewed inflationary
pressures (intensified by rising farm incomes) were met by the Gov-
ernment with increases in direct taxes. By 1957, Khrushchev's prob-
lems within the party leadership may wellhave led him to the adop-
tion of a popular though unwise policy; alternatively, other political
or propaganda reasons connected with the avowed Soviet aim of
eliminating direct taxation of households altogether may also have
played a role. In any event, the policy of reducing per capita direct
taxes continued for some time: it was only in 1963 that these taxes re-

C'. "SNIP-195-48," "SNIP-1958-62," and "SNIP-Seven year plan."
'In a pioneering effort, Abraham S. Becker placed the goals of the 7-year plan within

the framework of national income accounts. The calculation suggests that the planned1965 personal money income of households came to 120.8 billion rubles, while disposable
money income of households would amount to 117.4 billion rubles. Appendix table 1 sug-
gests that the goal for personal money Income was exceeded by 9.1 percent and that for
disposable income by 5.5 percent. Cf. "SNIP-7-year plan," tables 1 and 2.0 Minimum wages were raised in 1956--cf., Pravda, Feb. 15, 1056. Income tax reduc-
tions, designed to eventually eliminate all income taxes by 1905, were implemented only in
1960 and 1961-they were suspended in 1962 (cf. Isvestila, Sept. 25, 1962). .Benefits
accrued mostly to lower income brackets. State farm wages (formerly among the lowest
In the economy) were raised in 1961 and 1962--cf. Narkhosz-1962, p. 678. In the summer
of 1964, salaries and wages of certain underpaid categories of wage and salary earners-
such as doctors, teachers and clerks in the trade network-were alo raised. Cf. Pravda,
July 14, 106.

As has been indicated above, the Soviet government announced its Intention to abolish
direct taxes in May 1960. An earlier step in the same direction was taken In 1958 when
compulsory subscription to state bond issues on the part of households was eliminated.
The wisdom of this policy Is highly questionable: the government was thus depriving Itself
of a useful tool of monetary plIcy., were this policy completely implemented (it has not
been so far) inflation could only be fought through reductions in money wages or increase
In retail prices. Neither of these is a popular measure-in the U.S.S.R. or elsewhere.
The effectveness of indirect taxes, moreover is somewhat reduced in the environment
characterized by consumer reluctance to spend parts of his income on some heavily taxed
Items.
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gained and surpassed their 1957 level. At that time, however, per-
sonal money income was 47 percent above 1957.

TABLE 3.-Money incomes and outlaws olhouselholds, U.S.S.R., 1956-65

[1958= 100]

Item 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

1. Personal money Income .... 86.8 93.5 100.0 104.1 110.8 121.2 130.4 187.7 144.6 159.3
2. Direct taxes I ............... 132.8 120.5 100.0 102.6 104.5 108.1 111.6 121.3 130.0 188.6
3. Disposablemoneyncome.. 82.8 91.5 100.0 104.2 100.8 122.1 131.8 138.9 145.7 160.9
4. Salestohouseholds ......... 81.9 92.3 100.0 10.4 116.1 120.7 130.0 137.5 148.6 ( )

a. Foodproducts ....... 82.9 01.7 100.0 105.3 114.0 119.6 129.3 130.8 148.3
b. Nonfoodproducts... 80.1 93.1 100.0 107.2 118.8 119.9 127.8 129.4 136.0 (
C. Services .............. 83.0 92.1 100.0 108.5 117.7 128.9 141.0 153.8 174.3

5. Personalsavings ............ 93.0 152.6 100.0 127.2 50.6 50.9 83.3 100.9 142.1 261.4
6. Personal savings and

Sconsumption .......... 82.0 93.2 100.0 100.7 115.3 119.7 129.3 136.9 14 8:7. Statistical discrepancy 3 ........ .... .... .... .... ... .... ........ .

8. Retail trade Inventories,
total ...................... 80.7 83.2 100.0 117.8 122.8 136.8 145.5 157.5 173.4 (3)

a. Foodproducts ....... 71.4 75.5 100.0 115.3 109.7 118.4 135.2 128.4 149.0
b. Non yod products... 84.3 86.2 10. 0 118.7 127.9 143.8 149.5 168.6 182.8

I Including the entire subscription to bonds.
3 Not available.
'Including the changes in cash holdings if any. See appendix table 1.

TABLE 4.-Per capita money incomes and outlays of households, U.S.S.R., 1956-65
[1958=1001

Item 1956 1957 1958 1950 1960 1961 1962 1963 1964 1965

1. Personal money income 89.4 05. 2 100 102.2 106.8 115.1 121.8 126.8 131.4 143.0
2. Direct taxes I ............... 137.8 1216 100 100.7 101.1 102.5 104.8 111.8 117.9 124.4
3. Disposablemoneyncome.. 85.8 03.1 100 102.3 107.0 118.0 123.1 127.9 1314 144.2
4. Sales to households ....... 84.8 93.9 100 104. 5 111 2 114.6 121.5 1286 133.2 ()a. Food products . 5.9 8 93.4 100 103.4 11.1 113.6 130.8 121.7 134.7(3

b. Nonfood products... 819 94.8 100 105.4 114.8 113.9 119.5 119.2 12&5
a. Services ............ 88.2 93.9 100 106.6 113.8 122.5 1810 141.9 158.8

Personal savings ......... 4 158.4 100 125 58.2 49.1 78.2 917 12.1
6. Personal savings and con-

sumption ................. 85.0 94.8 100 104.8 111.4 118.7 120. 8 128.1 138.1
7. Statistical discrepancy I ..... .............. .....................
8. Retail trade inventories,

total ..................... 83.6 84.8 100 115.8 118.7 129.9 13.1 44&0 157.6 (3)
a. Food products ....... 73.9 7.9 100 113.6 1060 112.6 128.6 118.1 135.7
b. Nonf(od products... 87.4 87.8 100 I 11.7 121.7 136.8 139.7 155.4 166.1

IIncluding the entire subscription to bonds.
INot available.
IIncluding changes In cash holdings If any. See appendix table 2.

As a result, disposable money incomes of Soviet households rose even
more rapidly than personal money incomes under the 7-year plan: By
1965 they reached a level of 61 percent over 1958. Moreover, all indi-
cators support the view that at the inception of the 7-year plan Soviet
households had considerable money hoards. This fact increased the
potential inflationary impact of rising disposable incomes.

Despite these trends, the Soviet government might have been able
to avoid many unpleasant consequences of above-plan incomes and
below-plan agricultural output if the behavior of demand on the con-
sumer market had corresponded more closely to what could be expected
on the basis of certain theoretical considerations. Given the level of
Soviet economic development in the late fifties, one might suppose that
with rising incomes the increase in the demand for food would be less
than proportionate to the increase in disposable incomes Even such
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countries as Brazil and India (both unquestionably less developed than
the U.S.S.R.) conform to this pattern of consumer behavior." Indeed,
the behavior of Soviet income elasticity of demand for food, measured
in a rather unsophisticated way,'2 suggests that something of this
nature held true in the U.S.S.R., at least in 1958.

Unfortunately for the Soviet planners (who may have been misled
by the elasticity coefficient of 1958) Soviet households drastically
altered their spending patterns; and income elasticity coefficients
changed drastically beginning with 1959. The shift is of paramount
importance for understanding Soviet problems in planning agricul-
tural production as well as trends in the Soviet retail market. Thus,
we cannot avoid a more detailed examination of the underlying issues.

Trends in income elasticities of demand (as defined in note 12) for
major categories of household outlays during the years beginning with
1957 show the following pattern:

Year Foods Nonfood Services
products

1957 ........................................................... 1.012 1.663 1. M5
1958 ----------------------------------------------------------- 0.W99 0.743 0.878
1959 ........................................................... 1.478 2.348 2.783
1960 ........................................................... 1.422 2.000 1.489
1961 ........................................................... 0.381 -0.m05 0.95
1962 ........................................................... 1.032 0.790 1.242
1963 ----------------------------------------------------------- 1.692 -0. 076 1.949
1964 ........................................................... 1.314 1.067 3.343

One striking fact that emerges from these figures is that the level of
Soviet income elasticity of demand for food is very high; in India and
Brazil the respective magnitudes come to 0.82 and 0.7. Another in-
teresting phenomenon is that income elasticity of demand for food is
high in relation to that for nonfood products as well as services.

These interesting phenomena are discussed in some detail in the
appendix note, where we conclude that the high level and the behavior
of Soviet income elasticities after 1958 are reasonably consistent with
Soviet reality, shaped by special characteristics of Soviet command
economy. These characteristics in turn are a function of Soviet indus-
trialization policies. Foremost among them are disregard of consumer
preferences, the high rate of investment, the preferential treatment of
heavy industry, and the neglect of agriculture and consumer goods
industries. Some of the fruits of industrial progress were rather bitter.
In striving to impose its will on the society, the Soviet government
gave a powerful assist to the emergence of a peculiar demand pattern
directed largely at those goods which are produced in insufficient
quantities by the neglected and inefficient sectors of the economy.

" Income elasticities of demand for food are compiled for 24 countries by R. Robert
Russell of the University of California, Santa Barbara, in an as yet unpublished paper.
The highest elasticities are: Brazil, 0.795 (1953); India, 0.821 (1951)* Ceylon, 0.810
(1953). By contrast, income elasticity of demand for food in Sweden (1955) comes to
0.631; in Portugal (190-51) to 0.623.

12 For the time being, income elasticity of demand Is defined as the percentage change
In per capita money expenditures on a given group of products divided by the percentage
Increase in per capital disposable money income. 1uch more refined techniques of
statistical analysis have been applied recently in an attempt to refine the concept, in order
to eliminate the effects of variation in the level of income itself as well as in relative prices.
It is not likely that deflation would alter our conclusions significantly (ef. app. table 1)
except for food in 1062-64. I hope to apply more refined techniques to a larger set of
data in the near future.
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After 1958, the peculiar behavior of income elasticities of demand
was also due to policies undertaken by Khrushchev and his colleagues.
Of first importance here I would put the restrictions on the private
sector and the decline in income in kind of collective farmers: both
developments tended to increase purchases of food in the retail net-
work. The shift in distribution of money incomes, a direct result of
rises in wages and salaries in low-income brackets and the increase in
pensions in 1956, also played a role since it intensified the shift from
ow-priced starches to high-priced lats and protein foods. The prob-

lems posed by these change in demand patterns were compounded by
weather difficulties in 1963 and again in 1965, causing further reper-
cussions in the Soviet balance of payments.

The reaction of Soviet planners to rising demand for food and stag-
nating farm output after 1958 only intensified agricultural difficulties.
Before we consider this subject, however, we must examine the trends
in the "input market" of the agricultural sector under the 7-year plan.

Trends in inputs provide a direct and virtually mechanical explana-
tion of trends in output. In a Soviet-type command economy, the
supply of inputs to agriculture is ultimately a function of various
policy measures, though not all inputs are rigidly controlled. Thus,
the labor market in the economy is essentially free, though collective
farmers must still obtain passports in order to leave the farm; while
they are on farm, they are formally entitled to work. Capital forma-
tion proceeds through state, collective farm, and (to a small extent)
private channels. Though some building materials can be obtained
locally, the supply of machinery and fertilizers is strictly controlled by
the state. The state also controls land use, in that collective farms may
be converted to state farms and the size of the private plot may be
changed through government action.

Trends in major farm inputs during the period 1956-65 are illu-
strated in table 5 and figure 1. Figure 1, which shows variations in
shipments of major mac winery items to agriculture, should be read in
conjunction with table 6 where certain data on farm stocks, shipments,
and retirements of some of these items are given for specific subperiods.

TABLE 5.-Major inputO into agriculture, U.S.S.R., 1956-65

Item Unit 1988 1957 1958 19 9 1960 1961 1982 1963 1984 1965

1. Sown area, total-Hectare. 99.5 99.0 100.0 100.4 103.8 104.8 110.4 l1.7 10&8 106.9
2. Grains.... . ...-do . . 105.7 102.8 100.0 93.9 95.1 99.9 10.0 107.1 100.8I )
3. Fodder crops do ---- 83.1 90.4 100.0 114.7 125.9 116.7 124.1 125.9 106.8
4. Capltalstock, total_ 1958100 ---- 83.3 92.8 100.0 107.5 114.2 122.5 136.0 145.8 166.7
5. Excludinglive. 1958-100 ..- 83.3 91.7 100.0 113.3 123.3 13.0 151.7 170.8 194.2 (2

stock.
6. Investment, total k.. Ruble ....... 84.4 88.8 100.0 108.9 112.7 124.4 134.7 148.5 175.4 198.9
7. State -----------....... do .. 89.9 101.1 100.0 93.3 114.2 138.8 18.0 179.1 218. ()

8. Collective farms ...... do -- 70.6 77.5 100.0 124.3 111.6 111.3 115.1 120.4 137.7
9. Fertilizer shipments. Ton I .- .?... 8.7 982 100.0 104.C 107.2 11.5 128.3 150.2 206.8 .1

10. Electricity In pro- Kilowatt. 69.4 81.3 100.0 (1) 123.7 149.9 180.4 209.4 237.4 (1)
duction. hour.

It. Labor, total.. Man-day 101.5 99.6 100.0 99.6 102.6 106.9 106.5 104.0 103.8 (1
12. Collective fars. . 113.4 103.3 100.0 99.8 90.9 84.2 82.0 7.5 77.113. Private sector ........ do. 94.61 97.1 100.0 9.1 109.5 126. 125.5 121.2 121.9 (,)

' Not available.
I In 1965 prices.
' Commercial weight.
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TALE &-StOok on farms, shipment., an retlremeW of major mwOldnr inpula,

U.S.H.R., 1956-65
(Thousand units unless otherwise Indicated]

Trao. Grain Silage. Cult. Seed.
tore I Trucks combines corn Plows vators Reapers ers I

combines

Stock on farms:
Jan. I,1056 ................ 840 844 88 4 002 667 5 744
Jan. 1, 18 ............ 924 60 488 18 711 889 188 1,042
lan.1 ,1961 .. ,.......... 1,122 778 497 186 782 755 281 1-008

Ian. 1964........... 1,89 954 518 264 907 864 852 1,154
Shipments per year:

195657 .................... 144 120 107 65 125 177 949 285
198.0 .................... 153 81 58 24 149 122 07 188
1961-44 .................... 218 71 77 62 158 140 75 181
1956-4 .................... 178 85 77 50 146 142 77 177
1959-O plan I .............. 171 128 57 9 148 107 ........ 107
1959-5 actual .............. 199 72 71 48 151 188 72 170

Retirements 4 per year:
19567 .................... 102 49 47 .......... 115 141 2 96
198.0 .................... 87 42 54 16 12 150 a6 146
1961-61 .................... 109 27 78 36 122 112 57 14
19564 .................... 100 47 61 21 122 181 38 184

Retirementslshipments
(percent):

19567 .......... 70.8 40.8 48.9 ........ 92.0 9.17 2.1 40.9
19860 ......... .. 5.9 1 98.1 66. 7 84.O6I 128. 0 58. 100.8
1961-64 .................... 61.2 80 94.8 564 79.7 80.0 7&.0 79.00
1944 .................... 562 43.5 79.2 42.0 8.6 92.3 49.4 7.7

' Physical units.
' Excluding manure spreaders from 1958 onward.
IRevised in mid.1960 to 1,610,000 tractors, 640,000 grain combines, 99,000 corn and silo combines, 1,214,000

plows, 1,141,00 seeders.
Include shipped but as yet unallocated or unsold machines.

Table 5 shows that trends in the supply of major farm inputs were
by no means uniform under the 7-year plan. Sown area rose by 4.6
percent in 1959-61; it then increased rapidly in 1962 at the expense of
clean fallow. This was a direct result of Khrushchev's antigiassland
and antifallow campaign, begun late in 1961. The trend continued
through 1963 but was reversed before Khrushchev's dismissal. The
reduction in area under grains through 1960 reflects certain trends in
planning practices to be discussed later. Area under fodder crops
rose concomitantly under the double impact of high procurement
quotas for livestock products and the increasing size of herds. The
deemphasis of corn, initiated in 1964, led to a decline in total fodder
crop area." All in all sowings under the 7-year plan rose by 7 per-
cent; this compares with the increase of 24 percent, achieved in 1953-
58 through the new lands campaign.1s

By 1964, the size of the capital stock (excluding livestock) rose by
94 percent or slightly more than 19358.1

Trends in farm investment reveal the failure of collective farms to
meet the goals of the 7-year plan; they also show the uttempt of the
state to compensate for the shortfall. But this trend developed only in
1961: in 1959 state investment in farming was below the level of both
1957 and 1958. As Nancy Nimitz has shown in her penetrating anal-

It Soviet official series on the size of the area under grains and fodder crops was
refined from 1960 on, in order to exclude the area under corn harvested prior to the
milk wax stage (shifted to fodder crops)." Nancy Nimits, "The Lean Years, Problems of Communism, XIV:8 (May-June 1906),
12.

ULoc. cit.
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yses of Khrushchev's lean years," investment under the 7-year plan
emphasized construction of buildings, including barns. Only 46 per-
cent of total farm investment in 1959-63 was accounted for by machin-
ery, electrification, and water supply. In 1954-58, the corresponding
figure was 55 percent. For machinery alone, the figures are 33 and
45 percent respectively.

Through 1961, shipments of fertilizers to agriculture rose very
slowly. A greater effort to meet the goals of the 7-year plan began
in 1962, but it was only from 1964 onward that fertilizers were avail-
able in sufficient quantities to allow more than token allocation to
grains. Meanwhile, the U.S.S.R. had been exporting fertilizers: ex-
ports rose from 2.15 million tons in 1958 to 4.24 million in 1964 (as a
percent of domestic shipments to agriculture they increased from 20.2
percent in 1958 to 29.4 percent in 1962, then declined to 19.0 percent
in 1964)." The amount of electricity used in production more than
doubled in 1958-1965.

Figure I illustrates a downward trend in the allocation of machinery
to agriculture beginning with 1958. We must, of course remember that
a very considerable part of on-farm machinery stocks is idle during
the year as a result of lack of spare parts or improper maintenance. 5

Tale 6 shows that in 1958-60 retirements for such simple implements
as cultivators and seeders exceeded shipments to agriculture, with a
resulting decline in on-farm stocks. For most other machines during
the same period, anywhere from 52 to 93 percent of all shipments
were used to replace machines that were scrapped or cannibalized for
spare parts. This is also true of reapers and corn or silage combines
which were not produced in large quantities before 1958.19 Some im-
provement is shown in the period 1961-64 although this may reflect
primarily the impact of more restrictive regulations on scrapping
farm machinery.'

While farms suffered from lack of machinery and parts, the Soviet
Union continued to export tractors, trucks, and farm machinery: in
the case of trucks the quantities were by no means insignificant.21

Trends in machinery allocations appear all the more puzzling if we
recall the large size of Soviet farms: In 1958 the average state farm
had 8,700 hectares and the average collective 1,900 hectares of sown
area; by 1964 the collective farm average had risen to 2,900.22 Al-
though the substitution of labor for machinery on farms of this size
is technically possible, the difficulties rise more than proportionately
with the increase in farm size as a result of internal transportation
problems. What was technically possible did not in fact occur under
the 7-year plan, since a number of complex and related phenomena
reduced the opportunity for factor substitution.

Is Ibid.. D. 20.
1? Vneshtorg-1959-M3, pp. 46-47, and vneshtorg-1964, p. 31. In 1963 about half

of all fertilizer exports went to the other socialist countries Including Yugoslavia. In
1958. about 70 percent of fertilizer export was destined for the same countries.

18 .g. Plenum-March. 1965, pp. 49-51.1* HvIdently, this reflects the judgment of farms on the condition of machinery ac-
quired from the machine tractor stations.

20 Cf. the decree of the Council of Ministers of the U.S.S.R. No. 1058, dated Nov. 30.
1981, which forbade scrapping of tractors, combines, trucks, and self-propelled chassis
prior to the date foreseen by existing norms of amortization and prior to the attainment
of established limits on wear and tear of major parts and subassemblies. Cf. "Sbornik
reshenil po sel'skomu khozialstvu" (Mosow: 1963), pp. 544-554. but especially pp. 553-54
which list the complicated regulations applying to the act of scrapping.

Cf. Vneshtorv-1l59--W3, pp. 36-37 and Vneshtorg-1964, p. 25.
-Narkhoz-194, pp. 891, 411.



PART Il-B-B OI MI PEOMANCE 395
New outward migration from the countryside proceeded after 1958

at a rate that exceeded all expectations in the Kremlin. By mid-1963,
rural population amounted to only 107.9 million, or fully 7 million
less than had been expected in 1958.23 During the 7-year period
1957-64, the able-bodied population of the collective farms in the
Pskov Oblast' declined from 200 to 110 thousand persons. It was
frankly acknowledged that if this trend continued during the forth-
coming decade, the area would be populated exclusively with "ghost
kolkhozes." 4 Admittedly the problem was especially serious in the
northwestern region of the RSFSR where collective farm production
involved persistent financial losses for farms and farmers until 1965.
But the existence of "the employment problem" (a Soviet euphemism
for the "unemployment problem') in farming areas as well as in small
towns is also acknowledged in Belorussia Moldavia Transcaucasia,
Uzbek SSR, the Volga-Viatka, Central Blacksoil, North Caucasian
and West Siberian regions of the RSFSR, and in the northwestern
parts of the Ukraine.25

Emigration from rural areas is not confined to the U.S.S.R. It
manifests itself in the United States and Western Europe, as well as
in other socialist countries of Eastern Europe. It need pose no serious
problem in an environment characterized by rapid growth in other
sectors of the economy and a rise in agricultural productivity. Neither
of these features however, has been conspicuously noticeable in recent
years in the U.S.R. where the problem is further complicated by
the absence of a vigorous private sector in services and the virtual
disappearance of handicraft-s.s It is also aggravated by the very pro-
nounced gap between urban and rural living standards n the U.S.S.R.
The dismal size of thisgap was revealed (for the first time from that
forum) in the report of the March 1965 meeting of the Central Com-
mittee and by certain statistical information tLat has been released
more recently. In 1959, the average collective farmer's income from
the collective farm (including income in kind valued at state retail
prices) came only to 57 percent of a state farmworker's wage per man-
day. At that time, the average state farm wage was close to 53 rubles
per month.27  By 1964, the average state farm wage came to 70.6 rubles

" Cf. note 4.
IN Plenum-March 1965, p. 142. Apparently, at least In the Pskov area, it was not

too difficult for collective farmers to obtain permission to leave the farms.
_M Cf. Plenum-March 1965, pp 81-82, 103, 124-125, 160-162, 164-166, 208 as well as

Kommunist, No. 18 (December 1965)* pp. 66-6 and No. 2 (January 1966 p. 88. In thelatter source, V. Tlkhonov director of the Scientific Rearch Institute on Labor Organiza.
tion and Remuneration, of the RSFSR Ministry of Agriculture, notes that it is the younger
generation which tends to leave. As a result, the average age of agricultural labor force
.In a number of areas" approaches 50 years; in the Urals it approaches 48 to 49 years.In Planovoe khoxiaistvo, No. 11 (November 1965), p. 5, V. M arkov (from the Central
,eonomic Scienufle Research Institute of the RSFSR Gosplan) notes that even the labor
deficit areas of agriculture-primarily Siberia, Far East, parts of northwest and center-have been affected by the outward labor migration from agriculture, especially through
the exit of younger men.

SCf. Communist, No. 18 (December 1988), p. 69 ft. and No. 2 (January 1966) pp. 85-
90. In the former source, . asllenko and 5. Kolesnev quote with approval the trend
toward establishment of modernized industry in small towns or on the countryside whichthey detect in Japan, France, Switzerland, West Germany, and Italy. In this connec-
tion, see also the admirably revealing account of prolonged visits to small towns by K.
BukovSkil In Novyl mir No 8 (Auustl965), pp. 188-206. Bukovskil's article not only
deals with an area of soviet life that too often escapes attention of the specialist (for
lack of data) but also because It provides inyaluable Insights into the attitudes o viet
IntelligOntsia toward this and many related problems. s n e s t

I For the relation of earnings of collective farmers and state farm workers, see vsesoluz-
ni Nauchno-Issledovatel'skil Institut Ekonomiki Sel'skogo Khoziaistva, "Povyshenle urov.
nla ravitila kolkhoznogo proisvodstva" (Moscow: 1961). p. 155. For data on wages in
various branches of the economy, see Narkhoz--1964, p. 555.
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per month: average monthly earnings for a collective farmer came to
an estimated 31 rubles.29 Thus the spread between state and collective
farm incomes has increased under the 7-year plan. It was only in
exceptional regions that the differential has narrowed (inEstonia, for
example, from 17 to about 14 percent) .29 But in most areas, the attrac.
tiveness of city life became correspondingly stronger.

The level of services and other amenities available in rural areas is
considerably lower than in the urban sector (and probably much more
so than in other parts of the world). In the Kirgiz SSR, only 19 per-
cent of state farmworkers are supplied with state-built housing.
There are only one-tenth as many physicians per 1,000 inhabitants
in the Novosibirsk oblast' than in the West Siberian towns.3 0 The
less said about the state of the roads, the better--especially in the fall
and in the spring. Only 172 out of 1,580 rural settlements in the Kirgiz
republic have running water. Half of the collective farms in the
Tambov oblast' receive no electricity from the state system. In the
Bashkir ASSR, 60 percent of settlements with a population of over 1
million inhabitants, do not use electricity at all. One-third of the
population of the RSFSR has no opportunity to visit rural clubs. Un-
til just recently, prices for many goods in rural retail stores were
higher than those in urban areas, 1

Although statistics on rural migration have not been published,
some light on this aspect is shed by data on collective farm swings
per households, shown in appendix table 4. Though there was little
change in the variable for the U.S.S.R. as a whole-between 1958 and
1964, there is evidence of substantial outward migration from most
regions of the RSFSR, the Baltic republics and Belorussian (as well
as perhaps in Kazakhstan). Given machinery shortages and the sea-
sonal nature of work, resort must frequently be made to-more expen-
sive and less productive workers mobilized from the cities for the
harvest.32 Thus, the social cost of second class citizenship and of the
neglect of social overhead capital in rural areas may yet turn out to
be very high.

Further complications resulted from the continued attractiveness
of the private plot as a source of additional income. Financial pres-
sures on collective farms, resulting from the strains and stresses of
MTS reorganization (cf. sec. IV below) found their reflection in the
level of man-day earnings. On collective farms, these earning declined
from a peak of 1.41 rubles reached in 1958 to a level of 1.22 to 1.27
rubles in 1959. In 1960, a collective farm man-day was still worth only
1.32 rubles. Although the monetary component of this income rose in
19 The average collective farm income on a monthly basis is calculated from an unpub-

lished estimate by Nancy Nimlit (1.89 rubles per day, Including income in kind valued at
retail prices) and from the statement In Kommunist, No. 18 (Dgcember 1965) to the effect
that each able bodied worker in collective farms worked 197 to 199 man-days per year.
This comes to 16.5 man-days per month. The average state farm wage for 19 is from
Narkhoz--1964 p. 555.

-Vsesoluznyl Nauchno-issledovatel'skil Institut Ekonomiki Sel'skogo Khozialstva, op.
cit. (in n. 27), p. 155 and Plenum-March 1965, p. 202.

Plenum-March 1965, pp. 82. 159.
81 Ibd.

Moscow: p. 56 96 159 4-106. See also B. I. Gogol', "Ekonomika Sovetako! torgovll"
n Cf. 0. 1. Shmelev. "Raspredelenie I lspolzovanie truda v kolkhozakh" (Moscow: 1964).

pp. 98-103. An enmineer complained recently (Izvestila. Mar. 4, 1965) that his project
making office must detach a number of employees to assist in seasonal agricultural work.
Some of these people are, no doubt, highly trained for other work.
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later years, payments in kind declined at least through 1963.11 Simul-
taneously, rising pressures from the demand side on the state market
for foods (cf. tables 3 and 4) made it difficult, if not impossible, for
the government to make food available to peasants at reasonable prices.
Some of the resimfting'gap5s were filled by increasing sales of food-
stuffs and fodder by collective farms, in spite of institutional impedi-
ments (farms were taxed through 1965 on gross money income, and
were hence reluctant to sell for cash).81 Thus the collective farmer,
supplied with smaller quantities of feed and other income in kind
by his farm, appears to have turned increasingly to work on his house-
hold plot (cf. table 5 and appendix table 3). "-As a rule," it is acknowl-
edged at least for one area, "income from a day's work on the plot
exceeds that from a comparable effort in the socialized sector." 93

Thus, all the additional labor input (and more) went into the private
plot, leaving no opportunity for substitution of labor for machinery in
the socialized sector. The preceding analysis reveals a great deal about
the nature of the aggregate production function in Soviet agriculture
under the 7-year plan (and quite likely for the near future. If we
forget for the moment the existence of the "employment problem" and
concentrate on the agricultural sector in isolation from the economy
at large, machinery appears to have been the limiting factor or an input
for which no adequate substitutes could be found over the relevant
range of inputs and outputs. From 1959 on, labor inputs in the social-
ized-sector declined (slowly but steadily) and this decline is attribut-
able to the persistence of special conditions on the Soviet countryside.
In the long run, limiting factors usually tend to disappear, but the in-
flexibility of Soviet institutions and policies turned a short-run phe-
nomenon into a more permanent one.

This conclusion accords fully with other considerations. Climatic
limitations in Soviet agriculture are well known. Their importance
in the present context consists of the need to perform certain basic
agricultural tasks (seeding, plowing, harvesting) within a short, some-
times very short, period of time. -f the time sequence of operations
is unduly extended (say, sowing in the Volga region takes 22 daysrather than 4 or 5), there is a pronounced adverse effect on yields. The
ability of the farm to work efficiently depends on the availability of an
adequate stock of machinery which is in perfect working order. This
is why in Soviet conditions substitution of machiner for labor has
a double effect on productivity: it does release some labor for the per-
formance of other tasks and it also increases output through the posi-
tive effect on yields. Quite obviously, the latter effect will disappear
once farming operations are performed within the period of time
that is called for by the natural conditions of the given region. But

U Nancy Nimits, "Farm Em 1oyment in the Soviet Union, 1928-8," RM-4628-PR
(Santa Monier,, Caif.: The RAND Corp., November 1965), p. 97. Miss Nimits notes
properly that,%'.ne must look at trends in income In kind separately from those in
ncome in kinul and cash taken together. A ruble's worth of Income in kind is not
necessarily equal to a ruble In cash, since there may be no opportunity to buy feed.

" Cf. Voprosy ekonomiki, No. 7 (1905), p. 35. Income tax can be avoided in the
U.S.S.R. as well as elsewhere. Many farms, therefore, adopted the expedient of "selling
products" under the guise of labor remuneration. This was not taxable income, but

it complicated farm accounting to a considerable degree.
u Plenum March 1965, p. 176.
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Soviet farming is not at all close to this special "point of no return."
An illustration may be in order. The efficiency of Canadian farming
in Saskatchewan is subject to the acid test of world market conditions.
As it turns out, the Canadians of that province (where natural condi-
tions are about the same as in the virgin land territory of Kazakhstan)
invest about three times as much in machinery per hectare of area
as do the Soviets for their country as a whole on a dollar per ruble
basis.16 The foregoing holds in terms of the respective book values.
As far as effective machinery stocks are concerned, the situation is
much less favorable in the U.S.S.R. where large numbers of machines
are either not installed or not used at all or used infficiently.37 This
must be borne in mind when we compare the existing on-farm stocks
with the amounts required for the timely performance of agricultural
tasks:.

On.farm stock On-farm stock "Required"
Jan. 1, 1959 Jan. 1, 1905

Tractors ...................................................... 1, 01 1, Z 606
Grain combines .............................................. 881 845
Corn-silage combines ..................................... 111 264 257
Trucks ................................................ 700 954 1,650
Seeders ............................................... 1,076 1,1 5 1,628
Plows ........................................................ 768 97 1,180

Thus, the greater availability of land, electricity, fertilizers, and
buildings-helpful as they all were-failed to compensate for ade-
quate supplies of machinery, including such items as plows and culti-
vators. Investment in "second riority" items raised capital output
ratios to heights fully comparable to those prevailing in the U.S.S.R.
during the last 5 years of Stalin's life (when output varied between
97 and 99 percent of prewar, while 1.7 billion (new) rubles were an-
nually invested in agriculture). Some gross incremental capital out-
put ratios for the various subperiods of the 9-year span considered
here are shown in table 7. They reveal an alarming upward trend,
which exceeds a similar trend registered by industry as well as by the
economy at large.1'

Thus, trends in major farm inputs go far to explain the disappoint-
ing trends in agricultural output during 1959-65. The situation was
further complicated by a series of organizational measures, by errors
of management and planning at the highest as well as the lowest levels
of the administrative pyramid, and also by vagaries of the weather.
In order to retain the necessary perspective, we begin with a brief re-
view of policy in 1953-57.

3$ Carl Zoerb In Roy D. Laird and Edward Crowley, eds., "Soviet Agriculture: The
Permanent Crisis" (New York: Praeger 1965), p. 40. The figure for Saskatchewan re-
fers to an unknown date, but at the latest to 196. The Soviet figure used In the
calculation refers to 1905 (Cf. "Ekonomlka Nel'ekogo khozlaistva," No. 0 (1900), p. 29
for total value of the 1965 machinery stock).

I See, for example, "Plenum-March 1965," p. 217 (where it Is also acknowledged
that the efficiency of machinery use has recently declined).

0 "Plenum-March 1962. p. 83 and Narkhoz-1964, pp. 380, 384.
3 U.S. Congress, Joint Economic Committee. "Current Economic Indicators for the

U.S.S.R" (Washington, D.C.: Government Printing Office), p. 16.
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TABLE 7.-Incremental gross capital output, ratios in agriculture, U.S.S.R.,

1955-64
[Billion 19M rubles unless otherwise indicated]

Incremental
Period Increment in Gross invest. gross capital

grms outputI meat' p otput

1 ........................................................ 8.828 1.
1 9 -6 .................................................... &08 10.01 .27
1 967-C .................. ------------------------------------. . 08 81.84 & 24
195" 1 ------------------- ----------------------- .............. 1.54 18.46 11.08
1961-- 0 ........................................... .. . 96 22.04 & 56
IS9 average-O0-0 average .............................. .06 1 8184 . 09

'12 products (grain, cotton, sugarbeet, tobacco, sunflower, potatoes, vegetables, flax fiber, meat, milk,
es, and wool).

'Lagged by 6 months.
I Investment between midpoints of the ranges, lagged by 6 months.

II. AORICULTURAL POUCY, 1953-57

At the time Stalin's death, Soviet agricultural output had stagnated
for a period of some 5 years at about the level first reached in 1940.
In per capita terms, the 1952 output was 4 percent higher, but condi-
tions in agriculture were grim indeed. In 1952, the average cash
and kind income received 5y a collective farmer from the socialized
sector, came to a startling 13 rubles a month; while the average wage
for the rest of the economy was 66.6 rubles per month.4° Except for
hogs, livestock herds were below levels of 1925. It was not surpris-
ing, therefore, that the new leadership undertook a revision of Soviet
agricultural policy almost immediately after the dictator's funeral. 1

By the fall of 1953 its surviving members decided to lift partially the
curtain of secrecy ?rom the agricultural scene. In the winter of 1953-
54, final touches were put to a "grand design for change" in Soviet
agricultural.

The new design included the famout new lands program and ulti-
mately also Khrushchev's attempt to adopt corn as a specialized feed-
producing crop. The new land venture can be a viewed as a stopgap
solution, designed to increase grain supply rapidly and thus to gain
time for the introduction of badly needed institutional reforms in the
agricultural sector. The risks inherent in such a large expansion of

b Nancy Nimits, op cit. (in n. 88), p. 12 shows the total number of man-days workedy collective farmers as 6,865 million. Total value of collective farm cash and kinddistribution for 1952 Is known as 4.75 billion rubles, given a total value per man-day of0.75 rubles (e. Pravda, Dec. 16, 1958). Average number of workdays worked in 1952Is taken as 210 (It was 216 in 1950 and 208 In 1952) or about 17 days per month.The average monthly wage Is calculated from the known dure for 1955 ("Narkhos-1964,"
5. and the index of annual wage Increases given by , P. Figurnov, "Real'nala sara-otnaa jplata i pod'em material'nogo blagosostofanlla trudiashchlkhsla v S,.S.R." (Mos-cow: 1960), p. 192.

U On June 19, 1958, grain purchase (as opposed to deliver) prices were raised by the
decree of the Council of Ministers of the U.S.S.R. No. 1552. This was a very peculiarway of Inereasing peasant incentives (since the measure benefited primarily the more
eflcient farms). It may have been motivated chiefly by the desire to increase grainstocks still further. The early date of this decree indicates that concern with farm affairs
began early in the spring of 1958. The information listed here is based on unpublished
Soviet materials.

For a more complete analysis of policy since 1958 see the following: J. F. Karcs andV. P. Timoshenko, "Soviet A ultural Policy. 1968-62" Food Research Institute
Studies, IV :2 (May 1964), pp. 123-168; Nancy Wimits "The Lean Years" Problems ofCommunism, XIV .8 (May-une 1968),pp. 10-421; J. 1. Karcs, "The New Soviet Agri-
culttral Procramme" Soviet Studies, XVil:2 (October 1965), pp. 129-161 and F. A.n Jr., 'Monetsation and Policy in Soviet Agriculture Since 1952," Soviet Studies,v :4 (April 1964), pp. 875-407.

68-591 0-06--pt. II-B---5
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acreage in a basically hostile natural environment were cushioned
considerably by the rather surprising bequest left by Stalin. In 1952
Soviet grain reserves came to about 32 to 35 million tons, or to a level
approximately equal to either the annual grain procurements , or to
to tal Government grain disposals for all purposes." The existence
of this reserve gave the new leaders a sense of security that may have
strengthened their propensity to engage in risky ventures.

Wlile preparations for the new lands campaign were going on,
other new measures were being introduced. Farm prices were raised,
first for grain in June of 1953 and in the fall for other products as
well. By 1954 the total burden of direct taxes on the agricultural
pulation defined by about 53 percent (while that on the nonagri-
cutural population dropped onlyby 24 percent). Compulsory deliv-
eries from households were reduced in 1953; 4 years later they were
eliminated altogether.

Substantial efforts also took place in the collective farm sector as
such. The kolkhoz was designed primaril as an instrument of col-
lection of farm products for the state. ?n some respects, the artel
bears a striking resemblance to the prerevolutionary repartitional vil-
lage (the mir). 'Both institutions were set up to assist the state in
the performance of some of its functions.4 In both cases equity was
a major underlying consideration, though concern was shown pri-marily for an equitable distribution of poverty. Neither institution
in its original form had been particularly well suited for the task of
securing rapid improvements in productivity and the concomitant
rise in the level o putput.a

In March 1955, planning procedures for collective farms had been
simplified and a measure of genuine autonomy was granted to the
farms, as direct planning of output by agencies of the state was re-
placed 'by a (physical) constraint of a sales quota assigned to each
farm. Calculations of production costs on collective farms were intro-
duced for the first time. Efforts were also made from 1956 on to
introduce guaranteed labor remuneration on many farms. In 1958,
stated-owned machine tractor stations were abolished and their equip-
ment sold to collective farms. Simultaneously, the double-price sys-
tem, which tended to perpetuate the backwardness of lagging farms,
was also repealed. Under Stalin, barter-type transactions dominated
exchange within the agricultural sectors as well as many transactions
between agriculture and the rest of the economy.47 The greater mone-

t$Grain acreage rose by 1963 by 44.8 million hectares In the new land&. This cameto 28.5 percent of the total sown area of 1958. Cf. "Narkhos-1964 " p. 882.UNancy Nimits, "Soviet Oovernment Orain Procurements, Dispogitions and Stocks.1940 1945-1963," M1-4127-PR (Santa Monica, Calif.: The RAND Corp., November
1964j, P. 568.

" Both institutions assisted in the collection of taxes. The mir, of course, supportedthe miltary effort of the Russian state, while the kolkhos that of industrialization.4 In the ce.of the mir, land distributions were based largely on the number of soulsIn the household. In the collective farm of the artel tM labor was remunerated on thelabor day basis. There are, of course, many differences also between these 2 types of
Institutions.

"Paradoxically, in both institutions the household had a direct interest in retainingas much as possible of the relatively abundant factor of production-labor. In the mir,
this ultimately led to the acquisition of a greater acreage for use. In the collective farm,it enabled the household to devote more effort to the private plot or to outside employment."To wit: payments in kind, the milling tax, compulsory deliveries and on the otherhand the grants of machinery to MTS without any capital charges. Within the collective
farm sector, of course, the relative value of cash in total ash and kind value of theman-day was 36.5 percent in 1940 and 27.0 percent in 1952. ' Cf. Nimits, op. cit (in n.
33), p.931 97, 118 as well as ,voprosy ekonomiki."1 No. 8 (March 1958), p. 11 and'16ravda,
Jan. 2,1958. The value of a man~day In 1958 comes to 0.7 new rubles.
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tization of agriculture, in conjunction with some of the other measures
just discussed, increased the scope for greater (though still severely
limited) autonomy in decisionmaking both at the household level as
well as on the farm. Hence, the collective farm sector of Soviet agri-
culture during this period could'be regarded as shifting slowly toward
the market sector of the economy: as Gregory Grossman has recently
shown, a movemient of the sort offers substantial advantages to the
ruling elite.48 While all this was taking place, trends in output-that
fAnal measure of success-were very auspicious: in 1956 to 1958 (partly
as a result of good weather), gross output exceeded the level of 1950-52
by 48.7 percent.

Yet, a closer consideration of these events reveals several discordant
notes. It might not be improper to restate the obvious: all of the re-
forms just mentioned were introduced ex cathedra by the Communist
Party. Adequate machinery for a truly meaningful consultation of
the working masses or for the sampling of the opinion of experts did
not exist in the U.S.S.R. at that time. Given the fundamental nature
of some of the reforms just mentioned, even extensive consultations
with experts-from the groves of the Academe or other levels of the
government-could not guarantee enough honest and unbiased views.
The Soviet intellectual had only recently been granted the right to
express himself more freely in professional matters. With some out-
standing exceptions, his advice would tend to be colored by what the
adviser considered acceptable to the advisee. It is difficult to see how
things could have taken a different course in the peculiar Soviet en-
vironment of the period. But the impact of all these features affected
profoundly the very nature of the reforms: it made the resulting
structure a good deal less appropriate for the hard tasks on hand
and less resilient to external shocks than might otherwise have been
the case. This statement applies with particular strength to the re-
organization of the MTS, pushed through with record speed.

Another flaw in the apparent picture of uninterrupted progress and
liberalization may be detected in the attitudes toward the private
sector. These revealed themselves in an increase in labor input norms
for the socialized sector (1954) and in serious restrictions on urban
livestock holdings (1956) .4

More will be said on this issue presently. For the time being,
though, we should note that much more is involved here than the sim-
ple Marxist antagonism toward private Qwnership of means of pro-
duction (however limited) and toward the only remaining group of
incipient capitalists in a socialist society. To be sure, political factors
are relevant, but their importance tends to be exaggerated. Thus
for an Soviet organization man (Marxist or not) the private sector oi
the economy is an anomaly if only because it is different from the
others (just as much as the okswagen Corp. was an anomaly in the
x; Gregory Grossman, "Notes for a Theory of the Command Economy," Soviet Studies,

v :2 (October 1963), pp. 101-123. Among the advantages to the regime are: (1) faster
response from the market sector; (1i) reduction In the burden of coordinative planning;
(iii) possibility of correlating incentives with results in the sector switching to the
market; (iv) higher morale and initiative in the sector located in the market area of
the economy and (v) a possibility of shifting some costs and risks to this sector (this, of
course was taken care of in our case by the cooperative feature of the collective farm,
regardless of the location of the sector in the market or the command area of the
economy).

0 Communist, No. 15 (1954), p. 66 and Pravda, Aug. 28,1956.
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German Federal Republic prior to its desocialization). Moreover,
even though the urban consumer welcomes a chance to buy farm pro-
ducts on the collective farm market (and especially so when they are
not available in the state store)? he also resents high prices that
peasants charge in these transactions. The resentment leads to the
belief that particular peasants (though not necessarily the peasantry
as a whole) grow too rich too fast. But again there is nothing ex-
clusively Soviet in this attitude. The French petit bourgeois felt the
same way during World War II about his neighbor on the farm, and
so did an American college professor who looked with envy on a
farmer driving a Cadillac in the immediate postwar priod. Finally
there is the ambivalent attitude of the Soviet intelligentsia toward
the peasantry as a whole (as well as toward the inhabitants of Soviet
small towns-now regarded as "burghers" who are primarily in-
terested in the ordinary business of living). The subject is much too
complex to be analyzed here in detail. But the ambivalent attitude
includes some resentment and is connected with the rationalization on
the part of the intellectual of the relative achievements and failures of
the Soviet regime. The upshot is that peasants as well as the "burg-
hers" are viewed as failing to participate in the great task of con-
structing a "ne'w society" based on a fuller, "more meaningful" life
with the ultimate goal of a greater common welfare.50 From this
standpoint, it is not material whether or not the attitude exists be.
cause of in connection with, or in spite of the goals of the CommunistParty..TJ~he important consequence is that the private sector of Soviet
agriculture really. has no friends outside of those who work the tiny
V ots of land in cities as well as in the villages. These best that can

said about those who do not object to its strenuously is that they
tolerate it while the socialized sector fails to provide enough food at
the present stage of the construction of communism.

It should also be borne in mind that in 1958, on 3.8 percent of total
sown area (but with very considerable assistance from the socialized
sector in the form of feed), the private sector produced the following
quantities of the important farm products: potatoes-66 percent; vege-
tables-45 percent; meat--52 percent; milk-53 percent; eggs-85
percent; wool-22 percent."' At the same time, the importance of
the collective farm market (including commission sales) in total sales
of foodstuffs to population was as follows: grain products (in grain
equivalent) -8.4 percent; potatoes-65 percent; vegetables-36 per-
cent; milk-10 percent; meat-22 percent; eggs-42 percent (cf. table
12). Thus, any measures directed against the private plot would
affect the consumption of nonagricultural population as well as that
of households operating the private plot.

III. TnE MTS REFORM AND GOALS OF THE 7-YEAR PLAN

The decision to lower machinery inputs in the agricultural sector
under the 7-year plan was to have momentous consequences for Soviet
agriculture. A somewhat cryptic but revealing explanation of this
decision has recently been supplied by A. A. Ezhevskii, presently

50 K. Bukovshi in Novyl mir No 8 (Auiut 1965). pp. 203-205. The entire article as
well as the literature referred to on the cited pages should be consulted In this context.

51 Narkhoz-1964, p. 252. r
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chairman of the Association for the Supply of Agricultural Tech-
nology (Soiu28el 'khodtekkika), who in 1958 was a director of the
Goslan department dealing with agricultural machinery. Ezhevskii
states: 52

When the plan for 1959-1905 was being constructed, these machines [in short
supply] were "mortgaged." There were categorical objections from various
departments of Gosplan against the proposed decline in the production of these
types of agricultural machinery, since the existing supply did not allow for a
timely conduct of work from the agrotechnical standpoint. The former chair-
man of Gosplan, comrade Kuz'min, categorically refused to agree [to proposals]
for increasing the rate of growth of output of agricultural machinery. Certainly,
he is not the only guilty one. As far as my own position on this issue is con-
cerned, I should report to the Plenum directly and responsibly. At that time I
personally urged an increase in production. Many here know the history of that
problem, how matters stood, what unpleasantness there was when we tried to in.
sist on the increase in output of agricultural machinery.

At the basis of this decision, states Ezhevskii, lay the belief that
"after the sale of equipment to farms it would be used so much more
efficiently that one could reduce sharply the output of these ma-
chines." 53

The connection between the decision to reduce machinery alloca-
tions to agriculture and the MTS reform of 1958 is supported by other
evidence. The sixth 5-year plan (1956-60) called for allocations of
1,650,000 tractors (in terms of 15-horsepower units) and 560,000
combines to agriculture. In December 1957, Kuz'min presented to the
Supreme Soviet the annual plan for 1958. This gave goals for pro-
duction of 155,000 tractors (or about 254,000 15-horsepower tractors)
and 135,000 grain combines. Through the first quarter of 1958, out-
put proceeded roughly at these annual rates." But the figure on the
output of grain combines for the first 6 months of 1958 was not re-
leased in the semiannual plan fulfillment report; 6-month allocations
to agriculture came only to 37,000 combines.55 The MTS reorganiza-
tion was decided upon in the spring of 1958. There is, therefore, no
reason to suspect the validity of Ezhevskii's explanation (limited
though it is) in other respects.

It will not be necessary to review in detail the rationale for MTS
reorganization. 6 However, I would like to stress one point that is
sometimes underestimated in this connection. The fact is that the
MTS were simply not working very efficiently in the period 1955-57
and their crucial position as operators of mobile equipment endangered
the very balance of the agricultural sector in the performance of its
tasks.57 Not only were there many complaints about inefficiency from
the collective farms, but much capital was wasted on the stations
(which turned out to be quite as willing as anybody else to accept a

0 Plenum-March 1965, p. 150.
58 Ibid., pp. 148-149
" Pravda, Apr. 13, 1i58. industry produced 26,900 grain combines and 58,400 tractors

(in physical units) by the end of March 1958.
5Ibld. July. 24 1958.
"See ,azar Volin's exhaustive treatment of this question in U.S. Congress. Joint Eco-

nomlc Committee, Subcommittee on Economic Statistics, 'Comparisons of the United States
and Soviet Economics, part I" (Washington, D.C.: Government PrintingOflice, 1959), pp.
27-299. The reorganization eliminated dual management, streencieed party apparatus
In the countryside made It unnecessary to maintain duplicate agencies of control. Finally,
the ability to purchase machines would offer an easy outlet for the collective farm spending
on investment.

91 Cf. "Sotslalisticheskoe sel'skoe khoziaistvo, No. 8 (1955)," pp. 88-41 for a critique by
Matekevich. See also Ekonomika sel'skogo khozialstva, No. 1 (1957), p. 20 for more
criticisms by Matskevlch and the discussion by L. Sitnikov In ibid., pp. 8-.9.
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free factor of production until its marginal productivity was zero)."
By November 1955, even Khrushchev seems to have given up hope of
improving their operations within the existing framework: 5

No matter how we attempt to Influence the MMS director, no matter what we
tell him-it does not always get through to him. Apparently, reprimands alone
do not suffice.

Early in 1957, the director of the All Union Scientific Research In-
stitute of Agricultural Economics, A. I. Tulupnikov, noted at the close
of a conference that there was much that was obsolete in the relation-
ship between the MTS and the collective farm. But, it was "nowdifficult to make well-founded oposals on new forms of this rela-
tionship though research should persistently seek these new forms." 10

The issue was not only delicate from the theoretical standpoint (it
involved a transfer of state-owned property to collective farms) but
also very complex. When Khrushchev first proposed publicly in
January of 1958 that MTS equipment be sold to farms a widespread
debate ensued, in which many voiced their apprehension about the
ability of all collective farms to acquire machinery and to use it prop-
erly. Among those was K. T. Mazurov, now first deputy premier of
the U.S.S.R."' Khrushchev's impatience notwithstanding, it is clear
that the issue could not and should not have been handled in a
vacuum. A package deal was in order, covering also the existing sys-
tem of procurement of farm products, the question of the level and
structure of farm prices, and prices of the off-farm inputs that would
in the future be purchased by collective farms. Khrushchev and his
supporters sought to create the impression that economists objected
to the reform primarily on obscure, theoretical grounds arising from
Marxist-Leninist ideology. Actually, however, there was a good deal
of opposition on relevant and more fundamental economic grounds.
On the very eve of reform, the scientific council of Tulupnikov's insti-
tute came to the conclusion that the necessary conditions for sale of
farm machinery to the collective farms simply did not exist.62 Under
the circumstances, some unnamed but eminently sensible individuals
proposed that weak collectives should receive machinery from MTS
n the form of outright grants.63

But all objections were brushed aside as Khrushchev argued success-
fully that the issue should be decided upon even before agreement on
the level of prices at which the transfer should take place.64

Ultimately, the total bill for the transfer of machinery and buildings
to collective farms came to 2.4 billion (new) rubles, of which 1.8 bil|-
lion was for machinery alone." Installment payments were allowed,
and it was expected that rich farms would pay for the machinery
within a year or two; average farms might take 2 to 3 years, while

S The complaints thus can be viewed In terms of the efielency of MTS operation: thisin turn Is a separate problem from that of the existence of dual management.
8 Stroltei'stvo, It. 163.

' "Ekonomika sel'skogo khozialstva, No. 2 (1957)." p. 128.
' Cf. "Vsenarodnoe obsushdenle voprosa o da'nelshem ravltll kolkhomnogo strola Ireorganizatal. Mashinno-traktornykb stantsil" (Moscow: 1058). p. 60.
S Soviets kala Rosslla, Dec. 20, 1959. The council's views were correct. even In 190.It was said authoritatively that there must be more than 1,000 collectives in the U.S.S.R.who were then too por to purchase machinery (there were 300 such farms In Armenia

alone). Cf. Plenum-March 1965, pp. 217-218.
@8 Stroltel'stvo. III 131.
Of Ibid., IIi. 73. 138.
0 Ibid., III, Tt; Den'gi I kredlt, No. 7 (1964). p. 16; Narkhos-1984, p. 517.
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weak farms would liquidate their indebtedness within about 5 years16
Khrushchev's time table in this respect turned out to have been remark-
able principally for its boldness. Final results would obviously de-
pend on the solution of the price and terms of trade issues, relegated
thoughtlessly to the near future.

In return, farms received machinery which was described in April
of 1958 by a member of the Lenin Academy of Agricultural Sciences
as consisting to the extent of "about three-fourths of machines and
equipment which do not correspond to the contemporary level of
technology and organization of production." 61 The physical condi-
tion of the transferred machinery must have been far from impeccable.
These two features account satisfactorily for the very high rate of
retirement of agricultural machinery in 1958-60, attested toby table 6.

The issue of farm prices and farm terms of trade was handled in the
summer of 1958. In June the Government revamped the system of
agricultural procurements and that of farm prices. Sales in the form
of compulsory deliveries and the so-called state purchases were re-
placed by a system of (similarly compulsory) state purchases, quotas
for which were to be established separately for each farm. This
placed the relevant quota allocating authorities in the position of
influencing to a very considerable extent the structure of out ut on
an individual farm. Simultaneously, farms were no longer a owed
to substitute one type of product for another in the fulfillment of state
purchase quotas. Both features placed severe restrictions on farms,
trying to exercise their recently acquired freedom to plan the structure
of the output and the size of livestock herds."

As single price system was also introduced, endowed with the pro-
vision of"flexible" prices for grains, sunflower, potatoes, and sugar-
beet. In anticipation of the record harvest, prices for these crops were
immediately cut by 13,15, and 10 percent respectively."

The new price system turned out to be rather painful to collective
farms, since the new level of aggregate farm prices was determined in
a very peculiar way: the total procurement bil (on a comparable vol-
time) was held down to the sum of the previous procurement bill and
the expenditures on the maintenance of the machine tractor stations.

No significant effort was made to relate prices to costs in a meaning-
ful way. On the whole, the new p rice structure favored producers of
crops. In the livestock sector, the 1958 prices were much below the
level of average costs. The new price structure was defective in other
respects as well. While most prices varied regionally, within a given
price zone (some of which were very large) the new prices allowed for
a complete retention of rent and quasi-rents. Thus a much deplored
feature of the pre-1958 double price system continued to operate: most

I Stroltel'stvo, Il. 132.
6 Vsesolna Ordena Lenina Akademila Sel'skokhosialstvennykh, Nauk imeni V. I.

Lenina. ".Materialy sessil Akademil posvlashchennol dal'neishemu rnzvitilu kolkhoznogo
strotb reorganizatslt MTh" (Moscow: 1958). p. 213.

I Some indication of the attitudes is provided by the statement of V. P. Mylarshchikov.
directing the agricultural department of the Central Committee of the Communist Party
of the U.S.R. for RSFSR at the April 1958 session of the Academy of Agricultul
Sciences. In one breath. Mylarshehikov declared that "we now have the new method of
plannin: no one plans sown areas or output (for collective farms), all problem. aredecided locally." A few moments later, he declared: "Comrades, this year there will be
a major 'row' on the part of the party Organtion with respet to corn, and I will tell youhonestly that It will be a violent row." Op. cit., pp. 192, 194. See also Karts, op. t.
fin a. 41), p. 146-147.

s. G. loiiaov. 10 tsenakh I teenoobrasovanil v 8SR," 2d ed. (Moscow: 1968), p. 59.
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of the benefits would accrue to the prosperous farms, and the crucial
task of eliminating the wide gap between performance of rich and lag-
gins collectives would become more difficult. 0

Nothing was done in 1958 to change the base upon which the tax on
collective farm incomes was imposed. This continued to be computed
on the basis of gross income. After the reform, the tax base was auto-
matically expanded, since amounts previously delivered in the form of
MTS payments in kind were now paid for by the state at prices that
were high in relation to the earlier compulsory delivery prices.7

Financial pressures on farms were also greater as a result of transfer
of (relatively) higher paid MTS personnel, sale of many milk procure-
ment points tW collectives and because of the planned rise in investment
to 34.5 billion rubles in 1959-65, or to about 5 billion rubles annually.
In 1952-58, collective farm investments came to a total of 13 billion
rubles even in 1956-58 collective farm investment proceeded at the
annual rate of only 2.4 billion.12 As is shown in table 8, little was done
to fill the rising needs by the allocation of additional government cred-
its to agriculture. From 1957 to 1958 the allocation of gross credits
to collective farms declined from 522 to 432 million rubles. Net long-
term credits extended in 1958 were almost 50 percent below the level
of 1956 (their share in collective farm allocations to indivisible funds
dropped from 18 percent in 1956 to 7.8 percent in 1957 and to 5.5 per-
cent in 1958). Short-term credit allocation in 1958 came to 375 million
rubles: it had been 440 million in 1957 (as a percent of productive
expenditures, short-term credit of the state bank advanced to collec-
tive farms came to 22.9 percent in 1957 but only to 11.9 percent in
1958). Moreover. the types of credit extended by the MTS were also
eliminated with the stations themselves. Not tle least advantage of
these credits was the fact that a weak farm was able often to avoid
repayment altogether, and received MTS services in the form of a de
facto grant.Ta

TABLE 8.-Financial data on oollective farm debt and credits received, U.SS.R.,
1955-44

(In millions of rublesj

Item 195 1958 1957 1958 1950 1960 1961 1962 1963 1964

1. Long-termdebtendofyear. 1,676 1,876 2,007 2,173 2356 2,378 .2,646 3,102 3,606 4,404
Long-term credits from State

bank...................... 443 (1) 522 432 531 621 782 849 940 1,251
3. Net Ionterm credits from

S~tate--------) 300 131 166 183 22 268 456 504 7984. Shortterm credits cived () 440 375 704 666 644 708 804 871
5. Collective farm allocations

to Indivisible funds ...... 1,320 1,870 1,680 3,040 3,330 3,200 3,200 3,430 3,390 3,600
6. Collective farm allocations

to working capital------(3) 330 210 400 333 290 240 400 (1) ()7. Collective farm production
expenditures ............. 1,660 1,930 1,920 3,160 3,370 3220 2,790 3,260 (1) )

I Not available.

"Oddly enough, the party was then well aware of the problem posed by the fact that
significant achievements were reached only In a small number of farms. Mylarbchlkov
wwquite explicit on this aspect. Cf. "Ma terialy meail of . .op ct. (in n. 67), 192.n1 h total amount of the tax came to 750 million rubles in 1956, 830 million In 567 and
to 1.08 billion In 1958. Cf. SNIP, 1956-58, p. 98 and SNIP. 1958-62, p. 148.

" Selkhos-1960, p. 890.
" In 1950-53, over 16 million tons of grain were not paid by the collective farms forMTh work. This came to 19.6 percent of the total amount due to the MTS In this period.

Cf. Stroltel'stvo. I, 98.
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Prices of off-farm inputs were also changed in 1958. In August,
the Ministry of Agriculture of the U.S.S.R. and its republican coun-
terparts-in consultation with the U.S.S.R. Ministry of Finance-
established or reviewed new prices for seeds, concentrated feed, fer-
tilizers, machinery, and spare parts. Retail prices were now charged
to collective farms for gasoline and concentrates. Machinery prices
to collective farms increased from 5.6 to 69.5 percent. Prices of spare
parts were raised by 100 to 120 percent. 4

Thus far we had been dealing with the impact of the 1958 reforms
on collective farms as such. As far as the private sector was concerned,
we note again the elimination of compulsory deliveries from the house-
hold plot which took effect at the beginning of the year. This was
seemingly a beneficial measure, but it was accompanied by another
regulation, which exerted a detrimental impact on operations of the
private sector. From 1958 onward, the state discontinued sales of
feed grains and concentrated feed to households: in 1953-56 these
sales came to 700,000 to 750,000 tons annually. 5

Thus ended the most publicized and certainly the most important
institutional reform of the Khrushchev era in Soviet agriculture, some-
times interpreted as the peak of his liberalizing efforts. With the
benefit of hindsight we must now give full credit to those Soviet econ-
omists who opposed the reform, both for their courage and the cor-
rectness of their analysis. There is no doubt that after the enactment
of all measures discussed above, the two most important sectors of
Soviet agriculture-collective farms and private household plots-
would operate in a very difficult environment. As a matter of fact, the
1958 reforms amounted to a reversal of the slow shift of agriculture
toward the market sector of the economy. As the near future was to
show, the most important consequence of these reforms consisted in the
reintroduction of command elements into the agricultural sector.
Given the tasks now imposed on farms, things could not have taken a
different course. But here, as elsewhere, substitution of command for
market-type controls was hardly conducive to greater efficiency.

Every schoolboy in the U.S.S.R. knows that the collective farm is a
cooperative organization, and that its members are paid from product
remaining on the farm after all other obligations are met. It should
have been crystal clear therefore that the price of the mistakes as-
sociated with MTS reform would be paid primarily by collective farm-
ers.

Was this the intention of Khrushchev and those of his supporters
who framed the final objectives of the 7-year plan? How can their
actions be reconciled with the avowed aim of the plan to raise
real incomes of collective farmers by "no less than 40 percent"? For
obvious reasons, no clear-cut answer to this question can be made at
this stage. But the economist can assist in the search for answers by
formulating certain hypotheses that are at least not inconsistent with
presently available evidence. Although all Soviet goals for increases
in real incomes of peasant households should be viewed with skepti-

14 Olavnoe Planovo 'Ekonomlcheskoe Upravienle Ministerstva Sel'skogo Khositastva
RFSR"; Vuesolusnyi Nauchno, "I.Iedovatel'skil Institut Zkonomild Sel'skogo Khosialst-

va." "Sbornik Spravoehnykh Materialov Dlia Kolkhosov" (Moscow: 1959), pp. 62 f..
and Plenum March 1965. p. 149.

" Kommunist, No. 16 (1965), p. 72.
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cism, it seems to me that Khrushchev and his supporters deliberately
altered the terms of trade of the farming sector and restricted the al-
location of its inputs with the expectation that greater efficiency in the
use of inachinery (as well as greater enthusiasm of the masses" for the
task of construction of communism) would ultimately lead to rising
productivity in agriculture, so that by 1965 output and peasant in-
comes would indeed climb to levels approaching those planned for
1965. As it turned out, this was a rather monumental miscalculation.
But our hypothesis is quite consistent with several relevant considera-
tions.

First, Khrushchev and those around him, did on many occasions in-
sist. upon an almost immediate return (in the form of higher procure-
nents, or output, or both) to greater allocations of machinery or Gov-

ernment investment funds. The notion that a long gestation period
may be necessary was evidently viewed with disfavor; indeed, Khru.
shcelv made it clear that what ultimately convinced him of the neces-
sity to increase output through expansion of sown area was the fact
that the alternative required "a little too much time and too many
resoureq'O76

Second, it also appears that by 1958-59, Khrushchev concluded that
the relative standing of peasant and urban living standards had
reached some kind of a satisfactory relationship (satisfactory, that is,
to him.)??

Third, we know that, in April 1958 in a speech to the Lenin Academy
of Agricultural Sciences, the head of the Agricultural Department for
the R.S.F.S.R. of the Central Committee of the Communist Party of
the U.S.S.R., V. P. Mylarshchikov expressed no doubts about the
ability of collective farms to function in the new environment. He did
show some concern about the wisdom of producing defective or inap-
propriate machinery in large series, and he deplored the extraordinary
long periods of tinie required for the performance of major agricul-
tural tasks (such as sowing),,?s But his speech is remarkably free of
qualns about the quality. of the on-farm machinery stocks and their
size in relation to tie task ahead. Earlier at the same session, Tulup-
nikov had enough courage to point out collective farm needs in the
general area of credit and machinery supplies..

Fourth, it is difficult to reconcile measures affecting collective farms
terms of trade with any alternative hypothesis, except the one given
above, or one even lems favorable to the Soviet. leadership: peasants
were meant to pay for the success of the Seven Year Plan and the tar-
get, for the rise in their income amounted only to window dressing.

Fifth, we must also consider the question of the abortive 1958 drive
to revive the collective farm center or to set up a Central Council of
Collective Farms. At least. on one interpretation, associated with the
weighty name of G. S. Strumilin, the agenda for the Council would
include redistribution of income within the collective farm sector for
the purpose of increasing the efficiency of weak and rundown farms.80
It is not known with certainty where Khrushchev stood on this issue in

" Stroit l'stvo 11 135 401.Ibid.. I1l. Mhi0-14. fiV. 14.'07.
"Materialy Semiti.." op. cit. (in n. 64). pp. 196-195.
Ibid.. pp. 48-49. 51.
eVpro' ekonomikl. No. 5 (198).
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1958, but at least one generally sympathetic observer believes that he
probably endorsed the proposal,81 The essence of this plan is strangely
eminiscent of the "equitable distribution of poverty which we find

to have been characteristic of the mir and the Stalinist artel. If
implemented, the proposal would have penalized efficient farms, might
well have played havoc with the structure of farm incentives and con-
sequently exerted an adverse impact on trends in output. We should
not wonder that those who opposed it had little trouble in making
their views prevail in 1958 (as well as in 1959).

Sixth, there is no doubt that attitudes within the narrow circle
of the top leadership were influenced heavily by the very real success
in raising output during the years 1953-58 (cf. p. 24 above). It is also
clear that the causes of this success were imperfectly understood.

Finally, the hypothesis formulated here is fully consistent with long
standing hostile attitude of the party toward the peasant sector. From
this standpoint, Preobrazhenskii and Stalin are members of the same
group. 8 - So ultimately is Khrushchev, even though he did recognize
quite clearly that Stalin had gone too far by 1952, and even though he
was instrumental in raising the level of peasant incomes. He did so,
I believe, not because his fundamental outlook was sympathetic to
Narodnik ideology, but primarily because lie considered this a neces-
sary condition for further increases in output. Although the results of
his policies (through 1957) were almost the same as could be expected
of a genuine "liberalizer" the fundamental difference in outlook is of
some consequence for the understanding of his policies in the sub-
sequent period. Such weighity considerations apart, the heavy weight
of tradition also suggested that if forced savings had to be extracted
from anyone, it would better be someone in the peasant sector.

Two more questions remain to be considered before we proceed with
the analysis of the 1959-65 period within the framework constructed
thus far. The first deals with the consistency of the goals.for agricul-
tural policy with those of personal or disposable money incomes and
household expenditures on food. As is shown in table 2, agricultural
output under the 7-year plan was expected to rise by 70 percent and per
capitol output by some 56 percent. Abraham Becker's ingenious cal-
cul ations of planned national income for 1965, taken in conjunction
with our data in appendix table 2, suggest that personal incomes were
supposed to rise by 46 and disposable incomes by 53 percent. 3 If at,
tention was paid to income elasticities of demand in 1958 the expect.
tion probably was that. expenditures, on food would rise by some 48
to 50 percent.. Hence, the plan contained a fairly comfortable margin
to allow for the unpredictable impact. of the weather, as well as for
some increase in stocks and for exports.84

S1 Sidney I. Plos. "Conflict and Decision Making In Soviet Russia" (Princeton: Princeton
University Press. 1905), pp. 134-135. Thin book, which contains many valuable In.sights, suffers much from a fundamental defect of neglecting the merits of each Issue.
Its nmjor conclusions are often distorted.

Is Evgenil Preobrahenskil. the outstanding economist of the "Left osoltion" of thetwenties. argued that Soviet Industrialization should proceed throughtfe extraction offorced savings from peasants. This was to be done by raising prices of Industrial goods(produced by state-owned Industry) bought by the peasants. Preobrashenskil did not
envlsae massive collectivization of agriculture.

0 Calculated from data In "SNIP-Seven Year Plan." tables 1 and 2.
e Ix forts did rise under the ?-year plan. In the case of grain, the increase was from alevel of some 2.1 to 3.8 million tons in 1953-55 and 1957 to a level of 8.1 to 6.9 million
tons In 1956 and 1958-4o. Compare Nimits, op. cit (In footnote 43)b p. 58.
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But the decision to plan for such a large increase in output given
planned trends in the supply of off-farm inputs and the apparent dis-
regard of peasant incentives in the short run, reveals a monumental
unconcern for the true nature of the aggregate production function
in agriculture, and a propensity to dismiss the results of dispassionate
economic calculation in favor of the time-honored slogan: "Cadres
Decide Everything !" 8 In the end, all could be well if, and only if,
the peasant obliged by working more with fewer machines while
waiting patiently to reap the fruits of his additional effort in the more
or less distant future.

We shall attempt to review the cost of an alternative policy in terms
of the overall objectives of the 7-year plan in the concluding section.
At this stage, we turn to the examination of trends and measures of
agricultural policy from 1959 onward.

IV. AGRICULTURAL PoLIcY, 1959-64

"No plan," runs a military maxim, "ever survives contact with the
enemy. The dictum is applicable to economic as well as military
plans, especially when the commander's staff does not fully agree wi
his decision on the conduct of the operation.

As was mentioned earlier the largest Soviet academic institute of
agricultural economics was opposed to the MTS reform in the form
which it eventually assumed. There is a good deal of evidence that
its concern was shared by other institutions and the U.S.S.R. Ministry
of Agriculture (this, in turn explains various sardonic remarks of
Khrushchev's about agricultural scientists, as well as the veritable
phobia which he was to show toward the Ministry later). As we shall
see presently, the scientific circles turned all their attention toward
elaboration of practical measures that might be of assistance to farm-
ers in their new environment. This may well have been the only thing
to do at the time, but such activity may have been motivated by a de-
sire to assist (and perhaps even shield) farms from the consequences
of enacted policy measures.

The role played by the U.S.S.R. Ministry of Agriculture in the set-
ting of production targets for farms in 1958-60 is not quite clear. The
U.S.S.R. Ministry of Procurements continued to function as State
Committee on Grain Products after 1957,86 and we must assume that it
concerned itself with more weighty matters than just. the care and
maintenance of grain elevators. But the voice of the'Ministry of Agri-
culture was nevertheless influential.

At the time of MTS reorganization (as well as later in 1958) ,8
Khrushchev indicated the intention of the government to purchase
grain primarily, if not exclusively, in low-cost areas. A firm decision
to adopt this course immediately could have been the result of pre-
mature optimism, or perhaps Khrushchev expressed his views without

* See his derisive remarks about the economists who did not agree with his goal ofcatching up with U.S. Jer capita meat production by 1961, as given In Pravda, May 24,1957. Another example of this same attitude may be found in stroitel'stvo. VIII,
pp. 175-176.

The Ministry of Procurement was first reorganized Into a union-republican Ministry
of Grain Products In 1956. In 195T It became a State Committee on Grain Products. In1961 this Committee In turn became the State Committee on Procurements. Except for
a brief Interlude. L. Kornlets has headed all three institutions.10 Stroltel'stvo, II, pp. 78-79 (March 1958) and pp. 226-227 (June 1958).
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the intent of seeing them implemented immediately. In any case, such
a policy was quite consistent with, and, in fact, was a necessary pre-
requisite for, introduction of greater specialization in Soviet farm pro-
duction. Farms that are forced, through the imposition of numerous
procurement quotas for individual products, cannot take advantage of
economies of scale and may often be forced into disadvantageous lines
of production at too small a scale of output to allow for a reduction
of costs and (perhaps) the realization of profits.88 Trends in the share
of grain procurements in total grain output are shown in table 9. They
show a very clear tendency to lower procurement quotas for the more
marginal grain production areas (such as the northwest, central, and
the Volga Viatka regions of the R.S.F.S.R.; the Baltic Republics;
Transcaucasia; and central Asia).

TABLE 9.-Share of grain proouremente in total grain output,' U.S.S.R., 1954-58,
1958-64

(In percent)

Area 1954-58 1958 1959 1960 1961 1962 1963 1964

U.S.S.R --------------------------- 39.8 42.0 39.0 37.2 39.8 40.4 41.7 44.9
R.S.F.S.R ------------------------- 41.2 41.3 39.4 38.1 40.0 41.9 42.6 44.8

Northwest ...................... 9.4 3.8 2.6 .9 10.0 6.7 16.0 11.7
Center .......................... 22.3 18.1 14.0 8.5 19.5 18.7 24.6 20.4
Volga Viatka .................... 25.2 20.2 22.7 16.2 15.2 22.3 26.1 20.8
Central Black Soil ------------ 37.4 37.0 37.9 29.6 39.3 36.4 37.0 38.6
Volga -------------------------- 42.7 48.5 42.9 43.5 50.0 51.3 48.8 53.1
North Caucasus .............. 43.6 42.6 40.8 40.6 47.0 48. 3 57.0 47.5
Urals------------------. 38.4 32.9 44.1 42.4 41.8 46.5 42.1 45.9West Siberia --.-.-.-... . 52.5 55.0 47.8 48 43.8 32.4 13.9 52.3
East Siberia ..................... 41.0 37.2 39.8 36.2 36.2 39.2 42.6 38.
Far East ----------------------- 28.7 16.2 21.0 28. 2 24.6 32.8 34.3 31.3

Ukrainian S.8.R .................... 31.0 32.9 31.6 27.0 37.9 37.1 44.1 37.8
Belorussian .8.1R ................... I.5 9.3 10.2 8.5 11.6 14.3 16.1 1&2
Uzbek 8.8.R ----------------------- 31.8 29.3 20.0 17.1 19.8 24.8 34.2 47.8
Kazakh B.S.R ---------------------- 60.4 67.4 60.5 56.2 51.5 51.7 45.2 64.7
Georgian S.8.R ................. 10.9 5.1 3.3 .3 10.4 5.8 28.8 152
Azerbaldzhanl 8.8.R ............. 24.1 21.3 16. 2 14.9 12.2 20.1 31.2 25.
Lithuanian S.S.R ................... &7 1.3 2.9 .2 8.3 2.5 14.3 10.0
Moldavian 8.8.R ------------------ 18. 2 14.6 16.2 17.4 20.9 24.4 40.3 25 7
Latvian S.S.R ..................... 8.8 3.6 4.3 2.8 12.2 .2 25.6 1.7
Krglz S.S.R ........................ 22.1 18.6 12.0 19.3 7.0 22.6 26.6 23.5
Tadzhik S.S.R ...................... 13.1 10.7 6.5 2.3 11.6 12.6 22.0 21.4
Armenian S.8.R .................... 14.7 11.0 1.2 .6 2.3 14.0 23.2 18.8
Turkmen BS..R -------------------- 7.0 5.5 .2 2.5 20.0 12.1 29.0 27.7
Estonian S.S.R .................... 5.5 .2 4.5 .3 8.2 3.6 16.8 11.3

Output In physical weight; procurements in accounting weight.

Whether or not the trend just mentioned began in 1958 is not entirely
clear (in this instance table 9 may simply reflect the impact of the
bumper harvest of that year). It seems to have been in full swing
by 1959 and reached its peak by 1960. These trends may have resulted
from a conscious decision by the top leadership, but they could also
reflect an attempt on the part of lower administrative echelons to
ease the pressure on farms under the guise of conformity with the
announced views of N.S. Khrushchev. In any case, the results were
beneficial from the standpoint of rationality of overall resource alloca-
tion in the agricultural sector; they also relieved farms from the
necessity of producing hi gh-cost products, allowed them to sell more
at higher prices on the collective farm market, and/or made it possible

" Compare Karca. op. cit. (in footnote 41 pp. 140-147. For a belated top-level recog-
nition of these problems see Plenum. March 1965, pp. 74, 207.
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to obtain greater quantities of feed. In some instances, particularly
in 1959-60, some of these marginal grai areas shifted much ol their
grain acreage to the production of feed and fodder crops619

While these trends were taking place, we should note some further
difficulties resulting from the inadequate elaboration of the MTS
reform. Much of the research concerned with farm operations in the
new environment was only in an embryonic state: in the spring of
1958 work did begin on such important matters as the optimum
composition of tractor and machinery stocks, the elaboration of a
rational institutional structure for the allocation of machinery and

re parts to individual farms, the knotty problem of prices, and
the most important problem of all-the elaboration of a system of
"rational farming practices."00 Though many of these problems
were "solved" by the top Soviet leadership in an arbitrary way during
the summer of 1958 the work on the elaboration of various regional
schemes of "rational farming practices" continued through 1959 and
no less than 39 regional commissions were involved in the project.01
Paradoxically, this feature may have exerted an adverse impact on
relations between farms and low-level administrators. Since no one
knew as yet what the "rational farming practices" would consist
of-the final blueprint was not. completed until mid-1960-administra-
tors found here an additional justification for continued interference
in farm affairs. 2 Such a justification was not actually needed, as
very high pressures for a considerable increase in procurements of
animal products came from above. This was a direct result of the
goal of surpassing the United States in the per capita production
of milk and meat within the very near future (1960-61), announced
by Khrushchev in May 1957.14 Since the fulfillment or overfulfill-
ment of the procurement goals constituted a major success indicator
for regional administrators, the latter were likely to seize upon any
excuse for continued interference in farm affairs, regardless of the
intent of existing legislation. The results were often paradoxical, but
also detrimental to farms.

It should be noted that during 1958-59, the top leadership gave some
very indirect signs of concern about the wisdom of their decision to
impose additional hardships on the peasant in the short run. There
are also signs of reaction against the Ministry of Agriculture and
the academic specialists who continued to sound the a]arm: in May
1959, Khrushchev brought up the subject of agricultural administra-
tion in terms that foreshadow his later views on the subjectY By
June 1959, lie sought further short-term insurance in another proposed
extension of acreage, this time in the Far East and east Siberia. A
similar proposal was also advanced by a professional economist, N.
Anisimov, who wrote several short treatises on agriculture in the days

Cf. "'Narkhoz, 1960." pp. 394-395. 407.
'(. "Materialy sessil ... *" op. cit. (in footnote 67), pp. 48-0.
Izveotlya. June 15. 1960. P'he materials of the conference have been reprinted In

Voesoluznyl Nauchno-Issledovatel'skil Institut Ekonomikl Sel'skogo Koslaistva, "Voprosy
perspektlvnogo planlrovanfla I sistemy vedenlia khoslastva v kolkhozakh I sovkhosakh"
(Moscow, 1960).

* Novyl mir, No. 11 (1965). p. 181.
"Pravda, May 24 1957

48, * * our agricultural organs * * * should become organizers of production." This
statement, made In Kiev on May 11 1959, sounds almost like those repeated by him
frequently in March 1962. Cf. "8troleI'stvo," III, 524.
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of Stalin.e" By the time of the December 1959 plenum of the Central
Committee, several high-ranking individuals-identified by Sidney
Ploss as supporters of Khrushchev-came out in favor of the collective
farm center. While only Polianskii explicitly favored the interfarm
income redistribution in connection with this proposal, implicit
assumptions in this context must have been made by others. As we
have already implied, the scheme amounted to an effort to raise the
collective farm sector by its own bootstraps, and its adoption in this
form would have represented a retrogression from the standpoint of
incentives and efficiency.

It came to naught, however, as a result of substantial opposition
on the part of the Ministry of Agriculture, such academicians as
could have made their voice heard, and some regional administrators.
Some secretaries of republican parties stressed the need for greaterallocations of machinery and credit to agiculture at the 1959 plenum.
On the last day, Matskevich, then U.S.S.R. Minister of Agriculture,
stated point blank that "we must increase shipments of machinery,
trucks, and also prime mowers and other machines, as well as other
equipment, fertilizers, and chemical materials for the protection of
animals and crops." "s We also know that more was going on behind
the scenes: according to Khrushchev agricultural organs of the Cen-
tral Committees of the Republics and of the R.S.F.S.R. and Ministries
of Agriculture prepared rather extensive proposals for the develop-
ment of all branches of agriculture." "

While the opposition was able to block the move toward a collective
farm center that would prove to be another instrument of collection,
the alternative program was not accepted. ."We rejected these pro-
posals," stated Khrushchev in January 1960. A few weeks earlier
he went on record as approving heartily the statement by a foremost
authority that it would be 2 or 3 years before the agricultural machine
building industry would be able to supply agriculture with the required
quantities of appropriately constructed machines. 8

Meanwhile, a vigorous campaign against the private sector of agri-
culture moved into full swing. Khrushchev appears to have been

_ convinced that the relative living standards of workers and peasants
had, by then, reached a desirable level. For some time he had been
extolling the virtues of the collective farm in his own native village

-oflalinovka, where farmers voluntarily transferred their private
cows to the socialized sector. By June I959, the offensive mounted:
"Should we not think about passing a law forbidding urban population
to hold cows, goats, pigs, and other livestock I These goats are really
the enemies of urban parks. * * * The ownership of livestock among
a part of urban population develops unhealthy, speculative
tendencies." 9

The utterances of the First Secretary are of course reported in the
press: as he himself stated on an earlier occasion, the Soviet citizen

N Ibid IV 24 There was. of course, a shortage of labor In these areas. See Rom-
munist, ko. is (959), pp. 10-19.

" Plenum. December 1959. pp. 825-326. Among those who stressed the need for
machinery were K. T. Mamurov (Belorussia) and Sb. R. Rashidov (Uzbek S.S.R.). Cf.
Ibid., pp. 108, 125-126.

"Stroitel'stvo. IV, 109.
"Plenum. December 1959. p. 249.
"Strolteil'stvo, IV, 25.
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understands very well that what is printed in newspapers has approval
from above1 00 It was during 1959 that the campaign got into fuller
swing and others joined the-bandwagon. A number of articles de-
ploring some of the features of the private plot-notably its disruptive
effect on the supply of labor to the socialized sector-appeared in the
technical ournals.101 On February 20, 1959, in order to improve
urban food supplies (but also to limit the collective farm market), the
Government allowed rural trade cooperatives to purchase farm prod.
ucts locally for the purpose of resale to urban population at prices not
to exceed the Government retail prices.102 Other restrictive legisla-
tion followed: in the R.S.F.S.R. urban livestock holdings in krai or
oblast' centers (and their suburban area, was to end on October 10,
1959: the legislation could be extended to smaller towns at the request
of local authorities.10 3  Ever since 1956, collective farms had been
empowered to reduce the size of household plots; the official pronounce-
ments from the Kremlin must have added further fuel to the fire.
Whether all these instructions were obeyed in toto or only in part is
at present a moot question. In any event, the size of the private
sector was very drastically reduced in 1959. As is shown in table 10,
between January 1, 1959, and January 1, 1960-holdings of cattle
declined by 13 percent, those of cows by 7 percent, hogs by 9 percent,
and goats by 18 percent. Sown area in private plots in 1960 was
almost 7 percent lower than it had been in 1959. A Soviet source notes
that "in the majority of collectives (the land taken away from private
holders) usually highly productive, turned into desert, became infested
with weeds." 104

TABLE 10.-Selected indicators for the private sector, U.S.S.R., 1956-64

Item 1956 1957 1958 195 1960 1961 1962 1963 1964

1. Sown area. total (million hectares). 7.31 7.29 7.35 7.24 6. 74 6.74 6.73 6.72 6.27
2. (rains (million hectares) ........... 1.6 1.50 1.52 1.39 1.21 1.18 1.16 1.16 1.02
3. Potatoes (million hectares) ......... 5 . 8 2 .2 5. 27 5.01 .04 .07 .06 4.80
4. Feed crop (million hectares) ....... 38 0.39 0.43 0. 45 40 . 40 .39 0.39 0.38
5. Livestock holdings (million head I):

(a) Cattle ...................... 27.30 28.43 29.23 20.21 24.96 23.03 23.88 24.52 24.08
(6) Including cows ............. 15.9&2 16.26 17.78 1&53 17.18 16. 32 16.35 16.15 16. 02

1&) fg........639 17.35 14.68 16.14 13.82 16.40 17.31 16.09 13.17
(d) Sheep-------------20.88 22.94 25.74 28.64 2&85 2.10 29.56 20.93 26.55
(e) Uoats ...................... 10.70 9.81 833 7.78 6.38 6.96 6.82 6.56 4.50

1 As of Jan. 1.

Beginning with January 1, 1960, the practice of selling grain at
privileged prices to farms producing cotton, flax, hemp, tea, tobacco,
cocoons, and some other teedmical crops was discontinued--ostensibly

10 Ibid., II, 107.
0 Vestnik Moskovskogo Universlteta. serila VIII, No. 4 (1959), pp. 9-71, Eko-

nomicheskle naukl, No. 4 (1959). pp. 78-84; Akademila Ahshehestvennykh Nauk. kafedr
istoril, "KPSS-organizator bor'by &a krutol pod'em sei'skogo kbozlaistva" (Moscow:
1960),.pp. 250-303: V. A. Shpilluk. "Tleny kolkhoxnol torgovll I delistve zakona stolmostt."
Avtoreferat na solskanie uchenol stepenl kandidata ekonomleheskikh nauk (Moscow. 1961).
The latter source argued that too high prices (such as those realized on the market) lowered
the farm drive for a decline In production costs (p. 14). In the earlier pod, even Pravda
Inveighed against those who criticized collective farms for selling on th market (Pravda,
Mar. 15. 195).

10 "Sobrante postanovlenll pravitel'stva Soluza Sovetsklkh Sotulallstleheskikh Retpublik."
1959. No. 4. item 26, p. 79.

10 Information kindly suppled by Miss Nancy Nisits.
0 Shmelev, op. cit. (in note 32), p. 136.
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at the request of Republican Party and government authorities.1°
Since such farms produce little gram, amounts purchased from state
stocks were more often .than not distributed to farmers and subse-
quently used as feed in the private sector. From 1960 on, farms
would be able to purchase grain at state retail prices, but only if the
appropriate authorities were able to make such grain available.

The grain situation-that persistent problem which may be found
at the heart of so many Soviet policy decisions from 1918 onward-
did not actually improve. That the 1959 harvest did not come upto
the record level of 1958 was understandable because of weather. One
could also disregard for the time being the alarming trend in the
income elasticity of demand for food (of. p. 10 above) which mani-
fested itself during that year, since no one could be sure whether
earlier trends were altered in a fundamental fashion, or whether this
was only a random kink in the series. But the drain on grain stocks
continued unabated (in spite of the opportunity to replenish in
1958)'"0 and by January 1960 Khrushchev was forced to inform a
group of agricultural experts from the satellite countries that: 10

"We still do not have thie necessary grain reserves in order to fully
satisfy the growing demand on the part of friendly socialist countries.
We now have grain reserves, but they are not as large as we would like
to see them * * *. Therefore, we would like to turn to you with a
request that you take into account our abilities, that you do not show
insistence, or stubbornness with which we sometimes meet from your
side that you do not make such demands on us which are onerous to
fulfill."

These pressures may have contributed to the decision to raise
machinery allocations to agriculture, taken in the summer of 1960.
The goals for tractors were raised by 30 percent, those for grain com-
bines by 35 percent, the targets for cottonpickers and corn-silo com-
bines by about 50 percent, while those for smaller machinery by 25
to 52 percent.1'8 But there is no evidence of major concern on Khru-
shchev's part until the fall of 1960. By this time it was crystal clear
that trends in output were very disappointing, and that the shift in
income elasticity of demand for food, and trends in disposable incomes
were more permanent than they seemed earlier in the year.10'

Meanwhile, the economic position of the farms deteriorated still
further as a result of the onerous financial and other obligations and
incomes of farmers dropped substantially: in the period 195t-60,
the known decline in total income per man-day from the socialized
sector ranged from 11 percent (Belorussia to 29 percent in Moldavia,
and there are all indications that this was a general phenomenon.12 0

Under the circumstances, local administrators attempted to solve the

10, "Sobranle postanovienil pravitei'stva soluza govetskikh Sotsialistlcheskikh Respublik,"
1959, No. 19. item 1172, pp. 468-469.

0wStroltel'stvo, IV, 115. See also Nimits, op. cit. (in n. 42), p. 58.
1o7 Stroltel'stvo, IV, 115.
'IND. Gale Johnson and Arcadlus Kahan, "The Soviet Agricultural Program: An Evalua.

tlon of the 1965 Goals," RM-2848-PR (Santa Monica, Calif.: The Rand Corp.), May 1962,
p. 14.

"0 To some extent, of course, the prlstence of high Income elasticities of outlays In 1960
was due to the announcement of the monetary reform In May. This introduced enough
uncertainty to result in a flight from cash and the government was caught on the horns
of its own dilemma.

"*Voprosy ekonomikl, No. 7 (1962), p. 50 and Ekonomlcheskala gaseta, Apr. 9, 1962,

65-Gel 0.66-pt. U..5-4
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problem of weak and lagging collective by converting many of them to
state farms. There is no doubt that this rather than any ideological
preference, was the main reason for the rapid conversions of 1959 and
especially 1960: in these 2 years converted collective farms accounted
for 15.6 million of sown area and 1.7 million of households (or almost
5 percent of total collective farm sowing and 9.2 percent of house-
holds in 1958).111 In 1959, the average collective farmer income per
man-day (cash and kind valued at state retail prices) came to 57
percent of the state farm wage for a day's work (or to about 31 versus
53 rubles on a monthly basis) .112 It is clear that conversions did not
represent an "enserfment" of the rural population,'1" but placed a
rather heavy burden on the state budget..

In October, 1960, a remarkable memorandum, under the title
"Against Placidity, Cornpicence and Conceit over the First Successes
in the Development of Agriculture" had been submitted to the Pre-
sidium of the Central Committee by Khrushchev. As the evidence of
major difficulties accumulated rapidly, there were signs of a shift in
the author's attitude. He noted the rising demand for food products,
condemned certain administrative practices, insisted on strengthening
padres of farms, approved conversion of weak and lagging collective
farms into state farms in Kazakhstan (and by implication every-
where else where a similar situation existed). He also suggested a
shift of resources from industry to agriculture through transfer of
funds resulting from overfulfillment of targets in the industrial sector
and implicitly admitted the errors in the field of the state's con-
tribution to capital formation in agriculture. 1"4

There must have been a good deal of argument among the top lead-
ership as to the nature of the required remedial measures: the session
of the Central Committee scheduled for December 13, 1960, was post-
poned until January 13, 1961. Before it met, Matskevich whose ear-
lier stands suggest that. by 1959 he sided with hardheaded realists on
all farm matters, was dismissed and relegated to the constructive task
of improving agriculture in Kazakhstan."5 On January 5, Khrush-
chev advanced his theses for the development of agriculture to be dis-
cussed at the forthcoming meeting. The session itself was enlivenedby the remarkable spectacle of the First Secretary interrupting speak-
ers with acid and derogatory comments; for all practical purposes it
amounted to window dressing that afforded to many an excellent op-
portunity to engage in self-criticism. The relevant decisions were
taken 3 days before the Central Committee met.'"

The amazing feature of these decisions is that they were primarily
concerned with the financial position of the farms, as if the U.S.S.R.
was a market economy and if farms could have obtained the necessary
implements and fertilizers by simply spending more money. (Finan-
cial relief did, of course, make it possible to arrest the decline in cash
distributions to collective farmers.) Although Khrushchev now ex-

M "SNIP-1958-2," pp. 190-192.
"a Spe sources cited in footrote 31.Sidney I. Plous, op. cit. (in n. 77). p. 195. refers to the trends In those terms. Un-

fortunately, here as often elsewhere he completely misreads the evidence since he falls to
investigate the intrinsic merits of various policy stands.

u# Stroitel'stvo, IV, 162-186.
ts Pravda, Dec. 80,1960.
It "Sobranle postanovientl pravitei'stva solusa Sovetakikh Sotsiallaticheekikh Respublik."

I6. No. 1. p. S.
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plicitly condemned the earlier decision (his own?) to reduce machin-
ery inputs and to proceed slowly with the expansion of fertilizer and
weed-killer production, there is little evidence of a substantial shift in
the allocation of materials and fertilizers to agriculture (we now
know that the technical reconstruction of agricultural machine build-
ing, begun in the late fifties, was not even completed by 1965).111
Thus, instead of treating the disease, the leadership delt mainly with
some of its symptoms. Four-fifths of collective farm income from
animal husbandry was made tax exempt for the next 5 years. Prices
of spare parts (which had been raised again in 1959) were cut by 40
percent, as were those of gasoline. Smaller reductions were announced
in prices of tractors (9 percent), trucks (17 percent) and other ma-
chinery (4.3 percent). This was at the time when labor productivity
in agricultural machine building rose-from 1955 to 1961-to about
60 percent, and when profitability norms for some machines came to
50 to 90 percent."" The state bank was instructed to increase its lines
of credit to collective farms at lower interest rate, while the instal-
ment payments for the loans associated with machinery purchases of
1958-59 were extended to a period of up to 10 years."'9

This, however, was not all. For the pressures from the demand side
reflected in the high income elasticity of demand for food at home, and
in the "insistent and stubborn demand" of the satellite countrie$ on the
foreign account, were increasingly felt: by June 30, 1961, grain stocks
went down to some 11-16 million tons (from the high of 23-27 million
registered during our period on June 30, 1957).10 If we can say that
by this time Khrushchev's analysis of the situation improved, his
policies showed few signs of progress. The response to the challenge
was threefold. First the local procurement apparatus of the former
U.S.S.R. Ministry of Procurements, abolished in 1956 following the
advice of Khrushchev himself, was now recreated in the guise of"in-
spectorates for agricultural procurements." If my judgment of the
situation is at all correct, one of the most hated and despised institu-
tions on the Soviety countryside was thus resurrected. Its task was to
organize and control the fulfillment of the state procurement plan,
supervise all state marketing operations involving farm products, and
participate actively in the organization of collective and state farm
production. 21

Second, the policy of allowing grain procurements in the more mar-
ginal areas to decline was sharply reversed. Khrushchev made known
his displeasure with conditions in the central region of the RSFSR
and Belorussia, where a number of areas shifted to the position of net
buyers of grain from the government. 22  From here until 1964 on,
uncontrolled escalation occurred in this vital area. Trends in procure-
ment goals and achievements are illustrated in table 11.

Third, rural consumer cooperatives were allowed to purchase farm
products at any price agreed to by the seller. This aimed in part at

III Stroltel'stvo. IV, 251-252. Cf. also Voprosy ekonomlki, No. 5 (1965), p. T.
its "Sobranle ponnovlenti ... 81. . it. (in n. 116), 1961, No. 1, pp. 3-4. See alsoVoprosy ekonomiki, No. 5 (1964). p. 81.

Ile obranle potanovlen . . .' op. cit. (in n. 116), p. 4.
0 Nlimlts, op. cit. (in n. 43 5,p.58.

In Jersy F. Karts, "Sovet Inspectorates for Agricultural Procurement In 1961," Cali-
fornia Slavic Studiep, III (1964), 149-172.

m Strolteltvo, IV-, 3386; V, 57-59.
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the increase in retail supplies of food which were to some extent con-
trollable by the state and could be shipped to other areas. But the
underlying hostility to the collective farm market and the private plot
were obvious.'2'

TABLE 11.-Procurement plans and achievements, U.S.S.R., 1960-80 (goals)

(Million tons or billion eggs)

Year Nature of plan and date of announcement Grain Live- Milk Eggs Wool
stock I

1965 7-year plan goal (1959) --------------------- ' 56.6 11.05 40.6 10.0 0.540
1960 Actual procurements ---------------------- 46.7 7.9 26.3 6.5 .358

Required to fully satisfy the needs of the
stte in the very near future (January 1961). 68.8 13.0 50.0 3

1961 Annual plan (January 1961) ------------- 59. 7-3. 0 (3) (3) 3
Actual procurements ---------------------- 52.1 7.3 27.5 7.4 .360

1962 Annual plan (December 1961 ------------ 63.1-64. 0 & 7 3.5 (3) (3)
Actual procurements ---------------------- 5& 6 & 6 29.2 8. 5 .374

193 Annualplan (December 1962) .............. 68. 8-73.7 9.5 34.0 9. 5 (8)
Actual procurements ---------------------- 44.8 9.3 2. 5 & 7 .380

1964 Annual plan (February 19064 --------------- 67.2 9.4 32.0 (3) (3)
Actual procurements ---------------------- 65.5 & 3 31.4 8.3 .352

1965 Annual plan (original, post-Khrushcbev).. 65.5 9.0 (3) (3) (3)
1965 Annual plan (March 1965) ---------------- 5 7 &5 37 9.4 .348
1970 Party program goal (October 1961) and

tentative goals of 5-year plan, 1966-70 90.0 1&0 60.0 (3) (3)
(June 1964).

1970 Goals of the eighth 5-year plan (March 55.7 11.4 43.4 15.0 .430
1965).

1980 Goal of the Party program (October 1961)..- 114.7 (3) (3) (3) (3)

I Live weight.
2 Goal not announced but "at about the level of planned 1958 procurements." These are not known, but

the 1958 procurement plan was overfulfilled.
3 Not available.

The consequences of these measures were simple enough. Since the
price system, defective on many accounts, could not provide enough in-
centives for farms to sell their products (especially those of animal
origin) to the government, resort was made to command. The failure
of the 7-year plan to provide enough inputs and enough scope for the
private sector reversed the trend toward the market sector which agri-
culture appeared to have been taking in 1953-57. But the application
of command elements in this setting could only lead to a variety of
vicious circles. The sharp increase in the size of urban population and
the increases in wages of low-income groups led to the need to increase
the share of the state in total retail sales of food to households. That
this happened indeed can be seen from table 12. In turn, given the
slowly growing or even stagnating output, this could only mean a re-
duction in farm incomes in kin& This reduction, accompanied by
all the measures taken against the private sector further reduced total
incomes of collective farmers from the socialized sector. (It is of no
consequence here that the monetary component of this income was
growing: as long as the farmer was increasingly compelled to pur-
chase a part of his food supply in the state and cooperative trade net-
work, the pressures for more food to sell by the state would lead to
pressure for a greater share of procurements in output. We would
then come back to our main vicious circle.)

In turn the reduction of incomes from the socialized sector could
only mean further pressure either to leave the farm (cf. p. 395 above)

138 This Is clear from Khrushchev's general attitUde, as evidenced In Plenum-Decembet
1958. pp. 41-42 and Plenum-January 1961, p. 584.
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or to devote a greater number of man-days to the reduced but even more
vital private plot (cf. table 5). Since machinery inputs were not
forthcoming in required quantities (or for that matter in proper assort-
ment, type, or size), output could only stagnate further.

TABLE 12.-Retail "sales to populatioN" major food products, U.S.8.R., selected
years

Ilmon tons)

Product Retail channel 1953 198 1960 1961 1962 1963 1964

Grains I ....... State and cooperatives 1.... 22.87 27.62 29.40 30.28 32.21 32.06 32.04
Collective farm market... 3.85 2.52 2.19 1.84 1.73 1.17 1.28

Total.-----------....26.72 30.14 21.59 32.12 33.94 33.23 3&.32Potatoes ....... Stateandcooatives - 2.15 3.2 03
Collectivefarma'rket 6.-20 6.40 5.69 5.6 530 4.76 (6.10

TotaL8 ................ & 41 9.98 (4 (4) 9.30 9.78 (,)
Vegetables.._ State and operatives 1.9 3.68 ) ) 4.59 -. 16 (=.4

Collective farm market . 1.97 1.98 V. i.31 1.42 1.37

Total3 ................ . & 56 (4) () 6.01 53 (4)
Milk I .......... State and cooperatives-.... 9.98 19.74 28.19 24.76 25.04 25 60 27.96

Collective ar marker ..... 247 2.07 1.82 1.86 1.88 1.59 1.57

TotaL1 ................ I245 21.81 25.01 26.61 26.92 27.19 29.63
Meat I ......... State and cooperatives. _... 1.76 3.02 8.98 3.82 4.27 4.81 4.60

Collective farm market . .73 .82 .69 .80 .98 .86 .78

Total ------------. 2.49 3. 84 4.67 4. 2 6. 25 887 .47
Eggs ........... State and cooperatives, _.-2. 04 4. 30 4.90 5.71 7.01 7.16 7.26

Collective farm market ..... 180 3.06 28.2 3.17 3.18 2.51 2.42

Total ................ 4.,4 7.36 8.12 8.88 10.19 9.67 9.68

S Sales to population through State and cooperative channels are apparently either Identical with or about
the same as the so-called market fund.

a Including grain products in grain equivalent.
3 Here and elsewhere these sales exclude the so-called commission trade or trade at uncontrolled prices

by cooratives.SNot evelable.
Including commission trade or trade by cooperatives at uncontrolled price.

$Including milk products in milk equivalent.
I Including meat products.

There were further repercussions elsewhere. Stagnating output
made it more difficult to supply food through the state retail network.
This, in turn, probably accentuated the existing pressures for further
increases in money wages and might have contributed to what the
Soviets would call "loosening of financial discipline" in enterprises
with all the inflationary .consequences that this entails. We should
recall that the increase in savings (and cash hoards) that begins
around 1961-62 may well reflect shortages of desirable goods rather
than a rise in the true propensity to save.

Other vicious circles can be mentioned briefly. The imposition of
peculiar crop structures from above, accompanied by high procure-
ment quotas was reflected in the neglect of pi-oduction of hi h quality
seeds. In turn, the average quality of output declined.124  The policy

104 Novyl mir, No. 11 (1965), p. 181. The author quotes a collective farm chairman
(endowed with a sense of humor) pho suggested a new crop mixture consisting of sun-
flower barley, and wheat, sown mixed together on the same field. Then, "it Is Im-
possible to discover what is sown, but they will not take it during the procurement
campaign-and the farm Is left with feed." Ibid.. p. 186.
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of requiring individual farms to deliver a large variety of products on
any given farm precluded specialization and ofter involved unnecessary
financial losses for farms. The financial condition of farms was ag-
gravated by outdated rules on depreciation allowances: since traits-
ferred stoc.of MTS machinery was carried on lte books of collectives
at depreciated values, and since prices for new machinery had been
raised, depreciation allowances could not possibly approach the re-
quired replacement values for scraped items.-12 5  It must. have seemed
to many uninitiated administrators that high goals for output of live-
stock products should be reflected in large herds: consequently, large
herds in socialized sectors became a goal in their own right., in spite of
difficulties of securing enough feed (which now had to be diverted from
the much more productive livestock sector of the private plots).2126

In the process, the last shreds of the "freedom to plan" acquired with
great fanfare in 1955 were torn to pieces. 12 1 "Fieedom to plan," of
course should be understood in a peculiar sense, as the term implies
no limitations on the action of the highest party and government
officials. Viewed in the larger context, the concept always allowed for
the "right kind" of intervention by lower party and government of-
ficials. Numerous examples of this sort. of advice had, of course, been
furnished by Khrushchev throughout his career-he did not choose
to alter his behavior in March of 1955. His disclaimers to the effect that
he was only "offering advice" or that "I would be incorrect if I said
that I excel in everything as far as agriculutre in concerned, that I
know everything there is to know," were disregarded as they were
mostly meant to-be. 2  The consequences were often disastrous, as was
the case with the extension of corn swings into the Northwest of the
R.S.F.S.R. -and Belorussia.

The harvest of 1961 was not much better than in 1960. Though
domestic demand eased tip a little as a result of the peculiar behavior
induced by the effects of the 1960 monetary reform, the drain on grain
stocks continued.129 So did thepressures on the collective farm market
and the private sector of the economy: in many instances farms were
forbidden to plan to sell on this market. Those that did were often
castigated in the press. In some (read: many) instances the markets
were closed or converted to cooperative markets. I3  This, too, ac-
centuated pressures on the inadequate food supplies in the government
and cooperative network. Another vicious circle was thus in pro-
gress when the Central Committee met again in the plenary session on
March 6,1962.

I' R. V. Alekseea, A. 1P. Borodin, "Nakoidenle I razvitle kolkhoznoi sobtsvennosti" (Mos-
cow: 1963). p. 70. ThIs was not all. Since. prices for repair work done in state-owned
shops were set at it high level (perhaps becau e the shops themselves were not very efliel-
ent). it pald to conduct repair in small collective farm workshops at costs by onie-third
lower than the prices to he paid to larger (and potentially more efficient) state repair
estaliilshients. Cf. Ibid., p. 70.

126 On the refusal of administrative authorities to allow slaughter in Instances whenthere was no feed, see Plenum-M3arch 1905. p. 51). Oddly enough, whiln discussing Stalin's
:1-year plan for development of livestock (1,949-51) khrushehev remarked: "Prhei pan
re(liced Itself to th, goal of having always more livestock of all kinds. But is the proh-Ipm one of quantity of horns and tails? No dar comrades * * *." Cf. Ktroltel'stvo, 11, 113.

19Thp relevant decree was ultimately reissued in the spring of 1904. But even In
1903 two (otherwise sensible) economists wrote: "Consequently. there arose the neces-
sity of active, Interference In collective and state farm organization of production In
order to eliminate the lack of direction (samotek) In agriculture." Cf. Alekseeva and
Borodin, op. cit. (In n. 125), p. 217.

128 Stroltel'stvo, II, 425; IV, 461.
toi Nlmitz. op. 'it. in n. 48), p. 58. By the end of June 1962 stocks would be down

to 5 to 10 million tons.
= Voprosy ekonomiki. No. 2 (1962), p. 62. "See also V. P. Rozhln, "Nekotorye voprosy

pod4gma ekonomiki slabykh kolkhozov" (Moscow: 1961), pp. 144-145.
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Ever since the fall, Khrushchev had been touring the country, in-

veighing against the travopol'e system of crop rotation introduced in
the 1930's. Too much land had been left under unproductive grasses
and clean fallow, he asserted: this must go. The attack was continued
during the March 1962 plenum when the procurement goals for the
grain and livestock products were escalated still further. The blessing
was given to the demise of travopol'e and clean fallow: if official
statistics are correct on this point, the area under grasses declined
from 36 to 27 million hectares in 1962 and to 14 million hectares in
1963. The corresponding figures for clean fallow are: 1960, 17.4
million hectares; 1962, 7.4 milion; 1963, 6.3 million. It was obvious
that here, too, there was the beginning of another vicious circle,
especially in the new lands. On comparable land in Saskatchewan,
the Canadians fallow some 40 percent of their acreage. 31

More came in the domain of administration: Khrushchev was
unsatisfied with the inspectorates for agricultural procurements and
in April 1692 they were absorbed by a new agency, the territorial
production administration (TPA), uniting for the first time state
and collective farms of a given area under a common leadership.
The TPA represent a curious blend of an earlier idea of "agri-
cultural unions," voiced by Matskevich in June 1960, with the typi-
cally Khrushchevian drive of getting the specialist (and indeed tle
scientist as well) to dirty his feet in manure. But Matskevich (and
those who elaborated this idea) envisaged the task of these unions
quite differently. They were to organize repair work and supply
other needed facilities on an interfarm, cooperative basis. The
Khrushchevian TPA, on the other hand, placed the main stress on
the "correct kind of" interference in production matters of indi-
vidual farms. 32

The March 1962 plenum decisions-which stressed the need to
'raise livestock production-were completely silent on livestock
prices. The decision to raise these prices was discussed further
within the more intimate circles of the leadership. The delay was
understandable. Any further increase in farm prices without a
matching rise in retail prices of meat would have increased the
subsidy that the Soviet consumer was receiving since the early fifties
while purchasing meat in. at state store. When the moment of truth
finally came on June 1,1962, retail meat prices were also raised by
35 percent while those of butter rose by 10 percent. The decision
was greeted-in some known cases-by riots, and by general dissatis.
faction of urban consumers."3

In his March 1962 speech, Khrushchev made it clear that machin-
ery stocks in agriculture did not allow for the performance of agri-
cultural tasks within the time period required by agronomic con-
siderations. He also deplored trends in fertilizer allocations. One
of his requests-to construct three new farm machinery plants-
was not acted upon. lu retrospect, it is easy to see why Khrushchev's

', Cf. goerb ii, 1,aird, crowley, op. cit. (in n. 30), p. 40. For an outstanding analysis
a sd upse*sIent of Kbrisicht lain agronomy. indling the corn program, the readershould consult Naui Jasoty, "Khrusnehev'1 Crop Poliey" (Glasgow: Institute of Soviet
and East European Studies, U university of Glasgow), 1965.

12S Karca, op. cit. (in n. 121), pp. 170-172.
' Albert Bolter, "When the Kettle Boils Over * * *" Problems of Communism. XIII:

1 (January-February 1904). 33-43.
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colleagues were not ear topiunge into more costly and ill-con-

ceived schemes: the reftting of the existing farm machinery plants,
begun in the late fifties, was still not completed.' 3'

Khrusichev turned to other administrative reforms. In an un-
precedented measure, the party organizations at local levels were
split in November 1962". Henceforth, there would be a separate
party unit for agriculture and another for industrial matters in each
of the provinces, or republics.' 35

Output trends in 1962 were somewhat better than in 1961, but this
was chiefly due to the weather. A year later, harvest conditions
were nearly catastrophic. Grain output declined by 23 percent, and
imports were required on a large scale to maintain unbroken food
supplies for the population.13 6 For a while, it seemed as if the brush
with catastrophe was a blessing in disguise: by October 1963
Khrushchev was arguing for a crash program of fertilizer produc-
tion, which according to his initial estimates was to amount to 100,-
000 tons in 1970 (1963 production was 19.9 million) .13 Ultimately,
the December 1963 plenum agreed to the expansion but at a reduced
pace, with 1970 output planned at 70 to 80 million tons.138

Overt signs of dissatisfaction with Khrushchevian policies in agri-
culture appeared at about that time. Early in 1964, a Gosplan econ-
omist wrote openly on the disadvantages of growing corn and sugar-
beets for feed in certain areas. 39 Many more must have objected to
the even more restrictive tax measures imposed on the private plots
in May 1963.140 Khrushchev himself toned down the strength of the
advice offered to farms and to their managers.'" In 1963, prices.for
cotton, sugarbeets, and potatoes had been raised, apparently against
some opposition from Khrushchev. At the February 1964 plenum
meeting on agriculture, some tentative measures were taken to
handle the long overdue question of irrigation, and many measures
were introduced in the spring bf 1964 to handle the even more press-
ing problems of the financial condition of weak farms.14 2

But heavy pressures from the demand side continued on the food
market, the government was understandably reluctant to raise its
retail prices, and the impact of the more sensible measures just out-
lined would not occur immediately. Khrushchev, however, appeared
firmly convinced that it is always better to do anything than to wait
patiently. Once more he seemed to have searched for the answer in
administrative measures: during the summer of 1964 he discussed
openly the idea of forming brancli-type productive administrations,
patterned on the existing organization of the poultry industry. As
is well known, he was unable to put. this proposal before the Central
Committee. When he next faced that body, it was to fight the lost
battle for his political life.

13SCf. footnote 117.
'3 Pravda, Nov. 24, 1902.
0a Nimitz. op. cit. (in n. 43). p. 58, ,nd LIzar Volin. Harry Walters, "Soviet Grain

imports," Economic Research Service. ERS-Foreign-135 (Washington, D.C.: U.S. De-
partment of Agriculture. 1945). passim.

"8 Stroltel'stvo, ME 175-176.
I3 Ibid.. Vill 273.
IMPlanovoe khoziaistvo. No. 1 (1904).
0 luVedomosti Verkhovnogo Soveta RSPSR. No. 18 (1963). pp. 444-447. Thus a cow

kept over the new norm (1 cow or 1 goat) would cost the owner 150 rubles a year In extrataxes.
141 Nimits. op. cit. (in n. 14), p. 18-19.
luA fuller summary is given ]n Ibid.
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V. T=u NEw PRooAM AND =rz Eiwmr 5-Ywi PLA

Khrushchev's successors lost little time in dealing with some aspects
of his heritage. The extremely unpopular restrictions on the private
plots were lifted in November 1964, while the party organizations at
local levels were unified once again. Beginning with January 1, 1965,
milk prices were raised to levels that compared favorably with 1964
collective farm production costs. Early in 1965, the U.S.S.R. Minis-
try of Agriculture was reorganized; under the direction of Matske-
vich, recalled from the Kazakh steppes, it resumed operational leader-
ship and control over state and collective farms.143

Having accused Khrushchev of haste and impatience, the new
leaders devoted more time to the elaboration of the "New agricultural
program," announced in March 1965. I have analyzed this program
in greater detail elsewhere, and as far as this symposium is concerned
the matter rests in the able hands of Mr. Keith Bush. 44 I shall there-
fore confine myself to summary remarks alone.

Perhaps the most significant aspect of the new program is that sev-
eral of its features make it possible for Soviet agriculture to begin
once again, a slow movement toward the market sector of the economy.
It wilf be recalled that under Stalin, agriculture was placed squarely
in the command section (with the notable exception of the collective
farm market which depended on the private plots). From 1953 to
1957, farming seemed to be moving toward the adoption of market-
type incentives, but the trend was arrested (intentionally, it appears)
by various policy measures introduced in 1958. The market cannot,
of course, provide the right kind of signals when the farm is forced
to produce and to sell its output at a net loss, as was the case generally
with livestock products and in some areas with crop production until
1965. In 1965, prices for livestock delivered by state and collective
farms were raised by 30 to 36 percent.145 Also raised were prices of
bread grains all over the country and of feed grains in the northwest-
ern region. An interesting feature of the new prices is that they re-
flect a step toward pricing at the level of costs of marginal producers.

Simultaneously, procurement goals for 1966-70 were reduced rather
drastically (cf. table 11); in the case of grain procurements a fixed
overall quota has been established for the new 5 years. The latter fea-
ture is fully consistent with the introduction of greater autonomy in
local decisonmaking at the farm level. It will also reduce the pres-
sures on farms and enable many of them to adopt patterns of greater
specialization in production. In March 1965, Brezhnev saw fit to de-
clare that [once the plans have been set], "no one has the right to
change them." ,0

The nature of the income tax on collective farms was altered drasti-
cally. Henceforth, it will be computed on the base of net, rather than
gross income. Net income will exclude collective farmer earnings
up to the level of 60 rubles per month (or about 10 percent less than
the lowest 1964 average wage in the lowest paid'sectois of the econ-
omy-trade, health, communal service). Up to 40 percent of the ex-

1 4Pravda, Nov. 6 and 7,1964 ; TABS release, Apr. 1, 194
"'Jersy P. Karcz, "The New Soviet Agrcultural Programme." Soviet Studies, XVII:

2 (October 1965), 129-161.
14 "Martovskil Plenum TsK KPSS o pod'eme sel'skogo khoslalstva" (Moscow: 1965),
" Pravda, Mar. 27, 1965.

I
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isting short- and long-term indebtedness of collective farms has been
written off, including the remaining portion of debt resulting from
purchase of MTS equipment in 1958-59. Rural retail prices for cer-
tain categories of consumer goods, which had been higher than prices
paid for identical commodities in urban areas, have been reduced to
the urban level.

Moreover, machinery allocations have been raised substantially and
the fertilizer supply targets have been cut back to a more realistic level
of 55 million tons for 1970 (this is still almost twice as high as 1965
allocations). I The state is assuming the burden of all major irriga-
tion projects which are to proceed on an unparalleled scale. Total in-
vestment in agriculture (productive and unproductive) may exceed
71 billion rubles within the next 5 years.148

Thus, on the input side the eighth 5-year plan is much more consist-
ent with the announced production goals than was the case with the
7-year plan. Unfortunately, it is not possible to render the same ver-
dict in connection with planned increases in money incomes and con-
sumption of food.

The eighth 5-year plan calls for an average annual increase of 25
percent in gross farm output over the level of 1961-65. The target
is now put in a more sensible way that will avoid embarrassment in the
future. But we do not know exactly the relation of planned figure for
1970 to the actual output of 1965; it might be as low as 118 percent or
even higher than 125 percent. In any case it is the lowest increase
sought in any Soviet medium-term plan. I very rough calculation,
undertaken 'on horseback" and at the 11th hour on the basis of new
data available through April 15, indicates that disposable money
incomes are likely to rise by 42 to 48 percent over the level reached in
1965. In 1970 disposable money incomes may be between 176 and 183
billion rubles (cf. app. table 8). It also appears that planned house-
hold expenditures for food in 1970 may come to 75 to 83 billion (the
lower limit of this range is based on the assumption of a 10 percent
decline in food prices). This is an increase of 17 or 30 percent respec-
tively over the lCiely level of such expenditures in 1965. .

Apparently, the Government hopes that the present high income
elasticities of demand for foods (cf. p. 10 above) will decline in the
near future. If this is not to remain a pious hope, Soviet industry must
supply adequate quantities of attractive and reasonable quality non-
food consumer goods. The Government must also make good on its
goal to raise thelevel of services by not less than 150 percent. Any dis-
passionate observer of the Soviet scene may be skeptical on this score.
He is also compelled to note that plans based on the hope that all the
optimistic assumptions of the planner will, in fact, be realized, are
likely to go astray more often than not.

We also note that on the assumption of a 10 percent decline in prices
of foods and nonfood products, total household expenditures in 1970
are likely to come to 171 billion. Given the existence of considerable
cash hoards, this is likely to result in some inflationary pressures.
These will be aggravated if major supply difficulties develop, especially
if plans to raise wages or incomes would be implemented regardless
of the conditions on the retail market.

14 The decline In the target was not noted In my article referred to In note 144.
IN Pravda, Mar. 27, 1965. and ANgj. 10, 1966.
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We also note that planned average increases in State retail sales of
foods during 1966-70 come to about 30 percent, while the planned
increase in the total consumption of foods is somewhat higher (30 to
35 percent; cf. app. table 8). Farm output is to rise by, let us even
say? 25 percent. While there may be some increase in efficiency of mar-
keting, this aspect of the plan is at best extremely tight. Some incon-
sistency in this context is much more likely. The increase in grain out.
put is planned for only 30 percent over the level or 1961-65 (it is 44
percent over 1965).119 Yet the satellite demand for Soviet exports is
likely to persist, and state grain stocks must also be replenished. More.
over, the planned increase in meat production (23 to 29 percent) will
also cause an additional drain on grain supplies. The extent to which
consumption plans will be met depends largely on the way these con-
flicting demands will be resolved.

The new plan also calls for specific increases in per capita consump-
tion of major food categories. This type of planning calls for corre-
sponding changes in the structure of state retail prices. Flexibility
and willingness to experiment in this area have never been very pro-
nounced in the U.S.S.R., and it will be interesting to watch future
developments.

We should also note that although the "liberalizers" appear to be
firmly in the saddle, the tug of war among the top leaders hip is by no
means over. Thus, at the February 1966 plenum of the Central Coi-
mittee, the matter of a guaranteed income for collective farmers, at the
level of corresponding state farm wages, was apparently discussed.
The summary of plan directives, issued in English by Tass, included
the pledge to raise collective farmer incomes in this way. This was
subsequently excluded from the Russian text printed in the Soviet
press. In his speech to the XXIII Congress in March 1965 Brezhnev
has once more reiterated it.110 Kosygin's wording a few days later was
somewhat more ambiguous.5 1 The final published version of plan
directives states that "guaranteed monthly labor remuneration for the
collective farmers, in conformity with the level of wages of state farm
workers, will be introduced gradually." 1 2 The promise seems intended
for the identical skills in identical regions; the meaning of "gradually"
seems purposefully vague.

Moreover, although the 1966 procurement plans were not altered
aftqr the final results of 1965 became known, the state planning com-
mission is proceeding on the assumption that the state will receive
ove.r plan procurements of many products in 1966.11 The directives
enjoin all farms "not only to fulfill fixed procurement plans but to sell
to the state in everincreasing amounts, over plan quantities of grain
at higher prices. They should also foresee over plan procurements of
sunflower, cotton, flax, milk, wool, eggs, and other products." 1

5
4 The

line between such statements or assumptions and an actual increase in
the procurement plan is rather thin in the present Soviet environment
(there would have been none 2 years ago), and developments in this
sphere too will have to be watched carefully.

It Pravda. Apr. 2 and 10, 1966.IN Ibid., Mar. 30 1906. See also San Francisco Chronicle, Mar. 2, 1986, op. 4--.
lt Pravda, Apr. 4, 1966.

Ia Ibid., Apr. 10, 19066.
In Ibid., Dec. 8. 1965.
154 Ibid., Apr. 10, 1906.
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We should also note that the higher farm prices introduced in 1965
do not always apply to the private sector (this is most likely the case
for livestock, where the "premiums" rather than higher prices were
introduced),155 Once more, it seems difficult to make a clean break
with the heritage of the past.

VI. CONCLUSION

When recent trends in Soviet agricultural policy are examined
within the broader framework employed in this study several general
conclusions immediately suggest themselves.

It is clear that the highly disappointing recent trends in Soviet
farm output can be traced directly to the inadequate performance of
top Soviet decisionmakers during the years 1957-58. (We may note
in passing that failure at the top occurs after Khrushchev consoli-
dated his personal power within the party apparatus.) The two sets
of decisions that were so patently harmful in retrospect involved the
setting of goals for agricultural outputs and inputs under the 7-year
plan, and the reorganization of the machine tractor stations.

All these decisions suffered from the apparent inability or unwilling-
ness (or a combination of both) to accept the limitations imposed by
available resources. The sense of haste and urgency which permeated
these decisions can of course be traced further to certain psychological
propensities of Communist leadership. After all, the party has often
violated similar constraints in the past and it has survived; the very
seizure of power in November 1917 and the attempt to build socialism
in one country must be viewed as willful (and successful) violation of
the Marxian timetable for the transition from capitalism to socialism.

The causes of agricultural failures under the 7-year plan are basi-
cally the same as those that had been acknowledged as leading to the
abandonment of the sixth 5-year plan. Anybody doing research in
Soviet capital formation, rationality of decisionmaking, efficiency of
the construction industry, the lack of appropriate priority setting for
development of various sectors and failures toreap the benefits of the
division of labor will be well advised to consult agricultural materials.
The more fundamental reason for this state of affairs is that Khru-
shchev, who was able tb de-Stalinize many aspects of Soviet life to a
considerable extent, never succeeded in de-Stalinizing his own work
habits or his own attitudes and outlook. The same may be said of many
of his colleagues.

The consequences of these careless and overconfident attitudes would
not have been so important, were it not for a basic difference between
the Soviet industrialization and that of the so-called Western econ-
omies. The latter was preceded (or occurred concurrently with) a
veritable revolution in cropping patterns and agronomical tech-
niques. 16 As a result, Western agriculture was able to perform its

158 "Sel'skoe khoziaistvo Rossi," No. 11 (1965), p. 37.
IN One of the first references In the context of developmental economics to this phenome-

non was made when Ragnar Nurkse referred to the role played by "the lowly turnip" In
British agriculture In his "Problems of Capital Formation in Underdeveloped Areas" (New
York: Oxford University Press), p. 52. See also the paper by William H. Nicholls, "The
Place of Agriculture In Economic Development," in Carl Eicher and Lawrence Witt. eds.,
"Agriculture In Economic Development" (New York: McGraw-Hill Book Co.), .p. 18-19.
Japanese experience Is also relevant here-.ct. Bruce F. Johnston, "Agricultural Develop-
ment and Economic Transformation: A Comparative Study of the Japanese Experience,"
"Food Research Institute Studies." I1: 8 (November 1962). pp. 228-252.
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main developmental task-that of supplying labor, food, raw material,
and export surpluses to the industrial sector-in an entirely different
environment, characterized by rising yields and sharply improving
productivity. Nothing of the sort materialized in Russia-or Eastern
Europe for that matter-prior to the inception of the industrializa-
tion drive. If the Soviets imported technology, the effort was largely
restricted to the industrial sector; certainly, no comparable drive was
made to import and implement modern Western farming techniques
in a comparable manner. No Western country ever faced the crisisof "marketable grain surpluses;" yet, it -was this ver crisis that may
well have tipped the scales in favor of the massive collectivization drive
with all its consequences.

When the attitudes of the present Soviet leadership are examined
in this context, they appear at first glance to be much more rational.
The sense of urgency and haste have apparently yielded to the need
for greater deliberation and reflection upon the merits of the under-
lying issues. The last debate on farming, conducted in March 1965, on
the forum of the Central Committee was no longer confined to largely
congratulatory slaps on the back, followed by stop-gap proposals and
a series of camouflaged self-criticisms beginning with that extremely
useful word: "but * * *". Moreover, shortcomings have been admitted
publicly with consequences to be elaborated presently.

It remains to be seen, of course, whether this change in attitudes
is as fundamental as it must be in order to achieve the stated objec-
tives. The task of modernizing Soviet agriculture cannot be separated
from that of modernizing the Soviet economy as a whole. The latterrequires a significant reduction in the number of existing "command"
elements or sectors and their replacement by market-type incentives
and controls. In this connection, the Soviet leaders face an arduous
and protracted task. If the Yugoslav experience is at all relevant, the
road ahead leads through many detours that will often take the traveler
in the opposite direction. At any rate the so-called reforms of the
Soviet industrial sector introduced in September 1965, do not go far
enough. In fact, they iall far short of their Czechoslovak, East Ger-
man, and Hungarian counterparts. .

One other development must be mentioned in passing. The irra-
tional Khrushchevian policies apparently led to the emergence of a
type of "underground opposition," which involved not only farm man-
agers but apparently also the republican government organs and the
republican parties. Thus, peas were sown on paper only; Kazakh
agriculture apparently succeeded in largely avoiding the order to sow
legumes. Estonia evaded the restrictions on the private plot and
Lithuania managed to minimize the impact of the antigrassland cam-
paign."'7 Anyone who has served in the armed forces or another
large organization knows that orders must sometimes be neglected
if the organization is to function at all. But what is interesting in
the Soviet context is that, when the chips were really down, first
loyalty went to the farm or to the Republic--and not to the party.
Violation of orders may have resulted from a conviction that the lead-
ership ceased to represent the true will of the party. But attempts to

W Plenum-March 1965, pp. 104-106, 208, 207. 220.
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determine for oneself the correct course of action in matters of major
importance are also highly significant.

In thinking about the future it is well to bear in mind that the
Soviet Government is at present committed to a program of massive
agricultural improvement, that the reasons for the sad state of agricul-
ture have been aired in public, and that the program is fully in accord
with the deeply ingrained sense of fairness that is characteristic of
the ordinary Soviet citizen. In a sense, agricultural progress in the
future will be looked upon as a test of the ability of the government
to handle a persistent major difficulty. Thus, barring major upheavals
of a random or foreign policy nature, there is no reason to expect a
reversal of present policies toward those that have been properly
labeled Stalinist in the past.

This does not necessarily mean that the new agricultural program
is in any sense optimal. Preceding analysis suggests that the size
and condition of machinery stocks on farms plays a crucial role in
the aggregate production function of Soviet agriculture. Present
trends do suggest that this factor is still underestimated at the
Kremlin. The 1965 performance of agricultural machine building
still leaves much to be desired, and machinery accounts for only 24
percent of total agricultural investment under the eighth 5-year
plan (1966-70).158 .

Given the existing climatic conditions, rapid mechanization and
electrification of Soviet agriculture is probably the most important
necessary condition for a rapid improvement of its performance
and the resulting amelioration of Soviet diets. But machinery is
also a substitute for labor. In thinking about the planned rate of
mechanization, it is necessary to bear in mind the existence of the
employment problem which appears to have assumed considerable
proportions in the U.S.S.R. 159

The shortrun interests of the economy as a whole and of the agri-
cultural sector, viewed narrowly as just another industry, are not
altogether identical. Thus, the relatively modest goal for the allo-
cation of machinery to agriculture may not be due only to the pri-
ority of heavy industry. It may reflect the growing awareness of
other limitations, including the difficulty of creating the required
number of costly urban jobs in the very near future. Indeed,
Kosygin and the final directives of the eighth 5-year plan now speak
of the need to locate industry in rural areas and of opening up sea-
sonal branches of processing plants in the villages. In the mean-
time, the 1965 and 1966 measures aimed at increases in farmer in-
comes should help to slow down the exodus of the young and the
able bodied to the cities.160

Our analysis would not be complete if we failed to mention a
fundamental and by now frequently forgotten assumption of Soviet
agricultural policy. I refer to the desire to maintain self-sufficiency

155The value of Investment In farm machinery is 10.7 billion rubles (ef. "Ekonomika
sel'skogo khozialstva." No. 6 (1965), p. 29. But thi Is net of Investment in tractors andtrucks (which are not usually considered as farm machinery narrowly defined). The value
of 1.790.000 tractors and 1.100 trucks may be estimated roughly at 6 billion rubles.

1" Cf. the speech by A. 0. Aganbegian, as reprinted In the ASTE Bulletin, VII: 2 (sum-mer. 1985). 2. Other evidence confirms the existence of this problem, which appears In
all other Socialist countries of Eastern Europe.If*""Pravda," Apr. 6 and 10. 1966.
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in the production of foods and raw materials, reinformed by the
need to support the economies of other Socialist countries of Eastern
Europe with exports of grains. As Naumu Jasny made it clear in an
as yet unpublished paper, 1" Soviet agriculture is without doubt the
most expensive food producer in the world. The reasons for this
are many and some of them have been discussed in this paper. But
it is also true that Soviet economic development has been taking
place largely in isolation from world markets and without the bene-
It of correctives supplied by the foreign sector. The large size of

the U.S.S.R., its rich resource endowment in industrial materials
the disregard of living standards and of efficiency in favor of rapid
rates of growth, enabled the Soviet government to maintain (so
far) the balance which Grossman calls a necessary condition for the
very functioning of any economy. 62 But in the process of Soviet
industrialization a great waste of resources has resulted and the
Soviet economy is heavily populated with branches of industries and
plants that could not be maintained in a more open economy. It
seems ironic that at the very time when a great debate on the need
for greater efficiency in resource use is taking place in the U.S.S.R.
so little thought appears to have been devoted to the rationality of
stressing the developing of the agricultural sector.

It is impossible to state the issue in those terms without recalling
that most other economies, including our own, are not without fault
in this regard. The existence of many irrational programs in agri-
culture in virtually all Western economies testifies vividly to the
fact that there is more to life than simple economic efficiency. But
,till, there are no indications as yet that the underlying assumption
of autarky is being questioned in the Kremlin. Even a partialrec-
ognition of this problem, perhaps within the Comecon setting. would
be most helpful at a time when new 5-year plans are being drawn
up and when very large investible resources are about to-be sunk
in a sector where Soviet production costs are bound to remain high
by the standard of world prices for many years to come.1' 3

One major issue remains to be considered. Soviet agriculture is
often said to suffer especially from its internal organizational struc-
ture. In particular, it is sometimes argued that it is the very nature
of socialized agriculture in the U.S.S.R.. that constitutes the great-
est stumbling block on the road to greater agricultural productivity
and toward a more affluent society.

This very complex issue lies on the far side of the imaginary line
beyond which angels (let alone economists) fear to tread. While
I do not wish to beg the question while pleading the excuse of lack
of space, I must be very concise in stating my views on this matter.
I shall also employ the favorite academic device of defining myself
the views of the protagonists.

There is no doubt, of course, that the present size of Soviet farms,
both state and collective, is far above any conceivable optimum.

161 "Production Costs and Prices in Soviet Agriculture," to be published (with other
tapers delivered at the Conference on Soviet and East European Agriculture, held in
Hanta Barbara in 1965) this fall by the University of California Press in a volume called
"The Traetor and the Sickle."

'm Grossman op. cit. (in n. 48). pp. 101-102.=We would have to take another look at this matter in the case of a major techno-
logical breakthrough, such as the Introduction of hybrid wheat or other hybrid grains.
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Some recognition of this fact has by now taken place in the U.S.S.R.
as well, and steps are now being taken to dismantle some unman-
agable giants through an interesting process of deamalgamation.
But it remains to be seen whether giantism as a disease of Soviet
farming will ever be eliminated completely. It is a fact, however,
that the optimum size of the farm cannot be determined offhand
without a reference to the existing relative prices of inputs and out-
puts alike. Thus, this issue must necessarily be viewed in the much
larger context of rationalizing the Soviet command economy. This
fascinating subject does not sall within the frame of reference of
this paper. But those who choose to ignore this factor can only
proceed at their own peril.

What is also at stake here is the important issue of the relative
efficiency of the privately owned versus the socialized enterprise.
We cannot enter into any detailed discussion of this question either.
Any such comparisons, of course, must be made either between the
existing actual systems or the underlying theoretical structures.
Moreover, it is necessary to make a vital distinction between owner-
ship as such and the related but still separate questions of autonomy
in decisionmaking and the problem of incentives. When these dis-
tinctions are made, the entire issue appears in a very different light.

As far as agriculture is concerned, however, it is-often claimed
that some special conditions prevail that might even make the
family farm an ideal (if not optimal) economic unit. Upon closer
examination, however, it turns out that the specific characteristics of
agriculture that are relevant in this context are confined largely (if
not exclusively) to the relatively long production cycle, the defend-
ence on the unpredictable weather, and the fact that most farms
are multiproduct enterprises by definition. All that seems to be
called for on this account is greater decentralization in decision-
making. Ownership of land is not necessarily connected with the
ability to make the right decisions at the right time. While Soviet
experience with decentralization of decisionmaking is still in its
infancy, this is a problem that appears in the economy at large and
not only in agriculture. On a priori grounds, therefore, there are
no reasons here to separate agriculture as a special case that stands
in need of a different treatment. There are, of course, many other
reasons that suggest that the solution of this particular problem
is going to be more difficult for Soviet agriculture than for Soviet
industry, but these reasons are environmental rather than theoretical
in nature.1"4

On the other hand, Soviet experience with socialized farming
cannot be separated from the role performed by agriculture in the
special framework of Soviet economic development. To repeat,
agriculture as a whole-and the collective farm sector in particu-
lar-served as an instrument of collection of forced savings to the
detriment of its own internal efficiency. In the process, the level
and the structure of incentives-a much more important matter
than the question of ownership from the standpoint of economics-

1tOrossman. op. cit. (In n. 48) passim. As Nancy Nimlts correctly points out, the
Soviet farm is much more affected by administrative interference than a Soviet Industrial
firm. But this is still an environmental factor. Cf. Nimits, op. cit. (in n. 14), p. 21.
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was grievously affected. The effects of the neglect of incentives on
productivity are sufficiently well known so that further comment
seems unnecessary.

But even in this difficult environment some Soviet farms-both state
and collective-have done rather well. Given the nature of Soviet
farm prices until 1965, once a farm passed a vaguely defined point of
no return, the road toward relative affluence seemed wide open. It is
not material here whether the farm was abl. to achieve this break-
through because of superior management or because of favoritism.
Khrushchev's own native Kalinovka is indeed a case in point: it did
well, as it turned out, because of extraordinarily high allotments of
government investment funds and credits.""5 Indeed, this experience
supports the view that output is largely determined by inputs even
in the peculiar Soviet environment. If, in turn input are available
in the required quantities, the matter of incentives will probably be
taken care of in an appropriate manner.106

The preceding paragraphs should not be misunderstood. Private
property performs a variety of useful functions in the economy, not
the least of which is the better care afforded to the capital stock, a
greater sense of personal responsibility, and the fact that political and
economic power tend to offs t each other more readily when that
revered and venerable institution is present. But it is one thing to
argue in favor of private property on these general grounds and it
is another to argue-erroneously, I believe--that a specific ,orm of
private property is a necessary condition for the efficient performance
of a aiven economic activity*17

Ultimately therefore, te case against socialized facing is tele-
scoped into the argument that farming of this type, especially when
liberally seasoned with collective extraction of force savings, has
not been very efficient in the Soviet Union (one is indeed tmpted to
borrow Hayek's expression from the great debate on the efficiency of
socialism and to say that Socialist farming is not 'particularly prac-
ticable").'" This, of course, is a very different argument than the one
against which I have been taking the stand. Many cogent arguments
can be advanced in its support and I would be the first to advance them
were it not for the 'ustified fear of exhausting the patience of the
editor. Once more, however, we should be careful. Although there
are some special costs of discrimination aganist the peasants, there is
always a social cost of discrimination against any social group.

Having said this much, we must also say more. Recent research on
the economic behavior of cooperatives, undertaken by Benjamin Ward
and EvseyDomar, has shown that a cooperative (and thus the ideal

1 The share of the state in the formation of capital in Kallnovka was 80 percent. For
all other farms in this (Kursk) oblast' it was only 46 percent. Cf. "Voprosy ekonomikl,"
No. 4 (1965), . 9.30 Indeed t ere are some Indications that-In the environment of the Soviet country-
side characierized by absence of many amentles--the supply curve of effort on the iart of
the farmers may begin to curve backward at a rather low level of earnings. tn the
Belorussian farm "Rasvet," this occurred when collective farmers received 2.5 to 8
rubles per labor day. Cf. Akademlia Obshchestvennykh Nauk, Kafedr istoril," KPSS--
organizator bor'by za krutoi pod'em sel'skogo khosialstva" (Moscow: 19060) p. 265.

6 Thus, some American executives live in houses owned and staffed by the corporation
and drive, or are driven In, company cars to work. They do not work less elIently for
all that, but they have full opportunity to own other propertY.

F. A. Hayek, 7Socialist Calculation: The CoTmpetitive solution," Economica, New
Series, VII (May 1940), 149.

68-o1 O-M,-po U-----
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collective farm) is simply not a very efficient form of economic organi.
zation when compared with the ordinary, labor-hiring and wage-pay-
ing firm, capitalist or otherwise" Since the garment has just been
clarified in the west, and since Ward's pathbreaking article has been
larly ]ignored here, it seems premature to blame the Soviet leadership
for failure to draw the necessary conclusions. In any case the Soviet
collective farm is still far removed from the conditions when limita-
tions of this sort become important in practice.

In any event, desocialization of Soviet farming-in name as well
as in fac-oes not appear likely. At the moment1 we have three
examples of d.escializaion of agriculture in the Socialist camp. These
are (chronologically : Yugoslavia in 195248 and Poland and Hun-
gary In 195. The ungarian experiment has been reversed since,
so that we are left with the Polish and the Yugoslav c The Yuro-
slavs are trying hard to convince their individual farmers that the
road to greater productivity leads through cooperation with the
Socialist sector that involves leasing of land to state farms for purposes
of cultivation and/or harvesting. The Poles, on the other hand, are
still unable to make up their mind as to the best and the least explo-
sive'way of racing the issue except on a rather theoretical plane.110
In both instance slowever socialization of agriculture remains the
ultimate goal. It is difficult to see, therefore, how desocialization in
name could be affected in the U.S.S.R. Moreover, such desocialization
Is not really necessary, since the Soviet socialized enterprises can well
benefit from a variety of measures that would stop short of this
exercise in brinkmanship & Ia communiste. In the process, a sub-
stantial amount of de facto desocialization can also occur.

The agda for the improvement of the organizational structure of
Soviet ahrms (collective as well as state) is fairly long. We list the
most important points, since they might help to interpret the future
developments in Soviet agricultural policy:

1. Perhaps the most important single Improvement that can occur
in the near future is the introduction of rental payments. The issue
is rather thdrny from the theoretical Marxist standpoint and Prof.
Evsey Domar has recently pointed out to me that lana had been
granted to collectives in perpetual use on a "free of charge" basis. The
latter difficulty might be overcome, however, by reinterpreting the
terms of the grant to read that it was only marginal land that was
granted to farms on this basis; considerations of equity might in fact
require that rent be charged for better than marginal lan- (a lump-
sum payment might be made to those farms that have undertaken sub-
stanfial improvements of land on their own account).

The introduction of rental payments would g a long way in im-
proving the pattern of resource allocation in agiculture, and indeed
in the economy at large. It would then be poble to dismantle the
existing structure of regional farm prices (the purpose of which is

wC. l jamln Ward, 'M m Inliyrf." Amrleua Desmomle Review, XLVITI:
4(et. 98), 56"158 Wmt .tuhmIag paper by xvny Dower,, 610a Coihetve

S ,946Luimlt e are t h e "Met*ePlohe d for t e opus rMat
da e.P~A o o. er nU Polish Pumat Apricttuae 199° teb.
=01:4dleds ithe Tractor t i.ter, .
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to extract at least a part of rent) ; prices would henceforth vary only
to the extent of transportation costs.

Similar proposals, camouflaged in a variety of ways, have been ad.
vanced in the U.S.S.R., most persistently by Prof. M. Bronshtain. 1'
One difficulty results from the absence of a land cadaster (except in the
Baltic republics) and Soviet specialists are still engaged In a weighty
theoretical argument as to the appropriate nature of the cadaster.
While the argument continues, precious time is being lost; as Kenneth
Boulding once remarked, perfectionism and indolence have one thing
in common-there is no output.

2. Farms must be free o.f.-unduie- administrative interference.
While recent pronouncenvm& by the top leaders ire-quite encourag-
ing in this respect, it would be premature to expect that old attitudes
will yield gracefully to those required on theoretical grounds. As
lonr as the shift $ farming as a whole from the command to the
market sector of the economy continues,, there will be less need how- .
ever, to engage jft "administiring."I But there is many a slip be 'een
the cup and thelip in the entire matter of autonomy in decisionmaking
in the Soviet Inion. As Prof esop(rossiman points out, positive steps
are the result of top-level decisi w-hile retrogressioM occurs an a
result of nun~rous actions by min Aubotdinates. / -

8. Procurelnent plaps should Jinoderate, th, ionsensieal practices
of procuring grain that mu# ez4w agtin from the state fin
order to all w seeding must aI b dis ontied. Only in this e -

Aronment will Soviet bring I able to oap t bnefltsof8peciali -tion. Given the present diIculties with gp.up benefes, this may iot
appear to be avery praoticable solutiia.frst glance. Yet, it trtns
out that only 9, out of 24 major economic regions supply 90 percent
of total gin ptpcured by thet.lt? Hence, the short-run cotof
elimlnat[ng (or atbleast reduci ig further) grain procurements Ii mar.
ginal production neas woul._urn out 1h be much smallep'than it
appears at flrst, glance, It might even be appropriate to make special
allowances of foreign exchange to account for the njssary grain
imports in the short run. eventually , advances in pructivlty would
more than offset these (admittedlyliety.cost . .

Two items must be boWne in mind in this connection. It may well
be that the U.6.S.R. finds itself on the threshold of a major break.
through in yields. It was only In 1964 that feitilizers were available
in sufficient quantities to allow for more than a token application in
the production of grains. From here on, however, every ton of fer-
tilizer sup plied and used on the farm should have some effect in this
respect. Preently contemplated irrigation projects have a similar
impact, especially in conjunction with fertilizer application In dry
areas. On the other hand, Yugoslav and (as Profeisor Montias re-
marks) Rumanian experience as well testify to the benefits that can
be derived from proper seed selection and introduction of new varieties

M"Cf. 'Uehenye sapiaki TartuskoK, OosudgJtvennogo Iustituta." Trudy po ekono.
mieheimnaukamvp.0?2 Tatu: ,l 9), pp. 45-., . .tu v. o. veniber et a., PrOlVOdat'o, nukopiente, potrgbienie" (Moscow : 1985), p. 290.
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of crops. The new Soviet leadership does stress the need to follow
the dictates of scientific achievements in farming. If dees will cor-
respond to intentions, much progress will be made on this account
as well.

4. The existing network of repair facilities for machinery rural
construction enterprises, fertilizer warehouses, and indeed rural roads
must be rapidly expanded. All these items (with the exception of
roadbuilding which should be reserved to the state) belong properly
on the agenda for the Union of Collective Farms or the Kolkhoz Cen-
ter. One should, however, keep in mind the fact that there is no real
reason why state farms should not be allowed to avail themselves of
these services, or (alternatively) why collectives should not be allowed
to use state facilities on a reciprocalbasis in areas where state farming
predominates.

5. We have already noted that the present size of Soviet farms is
by far too large. Steps should, therefore, be taken to break up these
farms even before Soviet economists have had the time to work out in
detail the optimal size of farms for many areas. "To fear mistakes,"
says Venzher correctly, "is to condemn oneself to inactivity." "I Total
inactivity is probably a far greater mistake than those that might
result from the creation of too small farming units. Within farms,
of course, a movement is now afoot to restore the practice of forming
the so-called links (sven'1a) which might yield great improvements in
productivity as a result of assignment of portions of farmland to indi-
vidual links on what might even amount to a lease 'basis. From the
standpoint of its effect on incentives, autonomy in decisionmaking,
and the promotion of a sense of responsibility, the aeno is indeed a
close enough substitute for private property in land. One difficulty
is that once it is introduced, labor requirements per unit of land tend
to decline sharply. It may thus not be practicable to introduce it on
heavily populated farms, unless steps are also taken to provide other
employent for the released labor.

I. Before attempting to overtake the United States of America in
per capital production it would be well to bear in mind that the U.S.S.R.
must first narrow the gap in the supply of information to farms. This
could be done by the adaptation of our agricultural extension service
to Russian conditions. fie Khrushchev has mentioned the subject
on more than one occasion, he seemed unable to disassociate the agents
from his own "inspector-organizers of farm production." A very sub-
stantial amount of experience has by now been accumulated in many
countries to indicate that it is example--and not command, no matter
how camouflaged as advice-that is of essence here

7. The state must also take steps leading to the creation of part-
time or full-time employment opportunities in rural areas, through
the creation of handicrafts (whicli It destroyed ruthlessly not too long
ago), and construction of small-scale industry and service networks in

Is Ib18, p. 27?.
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the countryside. There are some straws in the wind to the effect that
a major program for these purposes may not be long in coming."'

It would be premature to say that the Soviets are belatedly adopting
the Japanese pattern of industrialization, but they do talk of taking
some steps in this direction.

To the extent that future policies will proceed in these directions
one can expect substantial improvement in future trends in output.
This in turn will be reflected in Soviet living standards and is very
likely to have some international consequences, at least within the
Soviet bloc. But all these policies will be inconsequential if there is
not enough operational machinery on farms. After all even the irri-
gated and the fertilized land must still be farmed; in Soviet climatic
conditions it must also be farmed quickly. This can be done with
human-rather than machine--labor only on small peasant farms
which are not likely to return on the Soviet scene.

It seems, therefore, fitting to close the paper with an illustrative but
highly illuminating calculation. With the aid of certain-by no means
very heroic--assumptions it is possible to calculate the ruble value of
investment in farm machinery that would have been required, begin-
ning in 1959, in order to bring the 1965 on-farm machinery stocks to
the-level required to perform the necessary operations in a "timely
manner." The calculation is necessarily rough but it is highly il-
luminating.

Allowing for depreciation under the 7-year plan, but assuming that
stocks in existence on January 1, 1959, would be scrapped as soon as
conditions allowed, the relevant figure comes to 34 billion rubes.17
Since total agricultural investment in 1959-65 was planned at 50 bil-
lion rubles the fire of 34 billion for machinery investment alone
seems prohibitively high.

First glances can be misleading. Total planned investment in agri-
culture included about 18.8 billion rubles for machinery purchases.17

We are also justified in deducting another 9 billion for what may be
called excess profits in the farm machinery industry., Finally,
about 1 billion rubles' worth of machinery and tractors were exported
under the 7-year plan.I? Thus the figure of 34 billion rubles can be

114 Pravda, Apr. O andl1, 1966.
is By 1970, Soviet machinery stocks will approach the amounts required for th~s purpose.

This Will take an Investment of 10.7 bllton over s years, We assume that the cost of
acqulring the required amount of machinery (with depreclation) over 1959-05 would have
been 20 billion rubles. Cf. Ionomika sel'skogo khojsuletva No. 0 (1905),_p. 29. We add
another 14 billion for the cost of 4 million tractors and 2.5 million trucks. These are priced
at 2.310 and 1000 rubles per unit respectively. Cf. "Sbornik spravochnykh mnaterlalov dlii
kolkhosov" (Moscow: 1059), pp. 678, 79.Mt. Johnson and Kahnm op. elit. (In n. 108),p. 15 for pignned collective farm Invest.
meant In machinery. State farm Investment Is estimated on the assumption that the same
proportionality would have applied In the state sector.

IProfits In frm machinery Industry run to 50 to 90 percent "for some machines."
"Some" t a Soviet euphemism for "most" more often than not, especially when a delicate
topic Is discussed. Taking the average profit rate at 50 percentIotoin the cost of pro.
duction of 84 billion rubles of machinery as 22.T million rubles. I then add a normal profit
of10 percent, getting a more appropriate figure of 25 billion rubles as the. cst-plus.proflt
value of the needed machines of al kinds. Hence, a dedueon of 9 billion rubles Is In
°r14neehtorg-19 9 -o, pp. 86-87, extrapolated through 1065.
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reduced by 24 billion rubles to 10 billion rubles. Only 10 billion rubles
of additional investment funds would have been required under the
7-year plan to leave Soviet agriculture in 1965 with a itock of on-farm
machier.y sufficient to perform farm operations on time.

Total investment for the economy as a whole was planned at 229
to 282 billion under the 7-year plan. Thus, a policy of the sort dis-
cussed here would have required a shift of only 4.8 percent of all hi-
vestment funds. Considering the likely return, there is no question
that this shift in the direction of capital formation would have been
very wise indeed. It no longer looks forbidding either when we recall
that there was enough capacity in the agricultural machinery industry
to produce this amount of machine y (even though there may have been
some problems in the capacity of producing tractors and trucks),""

The real opportunity cost would have been smaller still. First, in-
vestment figures are given in terms of 1955 rubles and our calculations
are in terms of higher prices of 1959 (it is not possible at present to
deflate our values to 19b rubles.) Even if we disregard this problem
it might still have been possible to produce the amount of goods and
services actually produced under the f-year plan with a more effective
use of resources. From 1959 to 1964 alone, the national income (So-
viet concept, official data) rose from 186.2 to 181.5 billion rubles-in
terms of current prices. Inventory investment rose from 12.8 billion
in 1959 to 20.6 billion rubles in 1964. Such high rates of inventory
investment are unheard of in other economies except for brief periods.
Moreover, the value of unfinished construction climbed from 19billion
in 1959 to 27.1 billion rubles in 1964.1o0

The proverbial man from Mars looking over the Soviet agricultural
scene between 1958 and 1965 might well have asked himself this ques-
tion: "Were all these hardships really necessary ?" Any dispassionate
observer would have to answer in the negative. Once again, the
Kremlin has paid a heavy price for disregardof modeni but not really
complicated economic calculation. It remains to be seen whether the
lesson has finally been learned.

APPENDIX

NOT ON SOVIET INOOME ELASTIOITIES Or DEMAND

As we note in the text, the Soviet Income elasticities of demand for food are
much higher than comparable elasticities compiled for other, much less de-
veloped, countries (such as Brazil, Ceylon and India). They are also higher
than the calculated income elasticities of demand for non-food products. Under
the circumstances, a more detailed explanation of the pattern of Soviet con-
sumer demand is in order.

As defined here, income elasticity of demand Is obtained as a percentage
chanp In per capita expenditures on a given category of goods or services divided

I f production of machinery other than tractors and trucks proceeded at rates
of 1957, the would have been no problem In Jroducns the amounts required for 1965
utocks nou there mayh been some p lem with capacity for replacements In
9o--o. But it t not likely that this branch of machine building worked at full

Carkho!.--19 4, pp. 52248, 515, 578 and Narkhos-1950, pp. 542-548.
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by the percentage change in per capita money income. For want of an appro-
priate retail price index covering the period 1958-1985, neither the changes in
expenditures nor those in money incomes have been deflated. In view of the
behavior of the relevant indices of food prices (of. Appendix Table 1) it seems
that deflation would not alter our results significantly during the period 1956-
1961; in later years, average food prices were rising although not in a very
pronounced manner (were we to calculate income elasticities of demand for less
aggregated product groups, deflation would be much more important I hope
to undertake this task shortly in connection with another study). Strictly
speaking, therefore, it might have been more appropriate to refer to "income
elasticities of expenditures" rather than of demand, but the meaning of the
latter term is much more readily understood, and the differences are not likely
to be significant for the purpose at hand.

A more detailed examination of some specific features of a Soviet type com-
mand economy suggest Indeed that a high income elasticity of demand for food
may well be considered as a "normal" phenomenon. In market type economies at
any given time, Income elasticities of demand for food are typically lower than
those for clothing, consumer durable, rent and services (including education and
medical care). Moreover, they may be expected to decline in the course of eco-
nomic development, though this decline need not be monotonic.

The Soviet case Is radically different. The fundamental reason lies in the
existence of supply constraints and poor quality of non-food goods and services
purchased by the Soviet consumer. Furthermore, some Items are supplied free
of charge or at extremely low prices. As a result, effective demand tends to spill
over into the food category.

Rents in the USSR are rigidly controlled by the state at a very low level
that bears no relation to construction or maintenance costs. While there is
some opportunity for individuals to construct their own houses, the aggregate
supply of building materials for this purpose is also rigidly controlled. Cer-
tainly, it does not correspond to demand at the prevailing prices. Hence, while
the income elasticity of demand for housing would, in the absence of supply
constraints, be very high, income elasticity of espenditurc for rent or housing
(which is all that we can measure without recourse *to questionnaires) is very
low by the standards of any market type economy.

The Soviet demand for consumer durables, which have only recently been
produced In more than token quantities, may be expected to be very high indeed.
This demand is submerged in our estimates referring to the category of non-
food products in general (suggesting inter alla that income elasticity of demand
for non-food, non-durable products is rather low). 'There are some Indications
of a temporary saturation of the market for some consumer durables such as
watches, bicycles and sewing machines (the latter having been produced in
Himalayan quantities until very recently).14 On the other hand, the demand
for other consumer durables such as refrigerators, television sets and washing
machines continues at a very high level, In the absence of price adjustments
it manifests Itself In queuing. Hence, for many items where income elasticity
of demand may be exited to be very high, the value of our coefficients is af-
fected by limitations of sU.ply.

Any reader of Krocodi (or for that matter of Khrushchev)' knows that the
quality of Soviet clothing leaves much to be desired. Former residents of the
USSR will attest that Soviet-made clothing frequently remains on racks for
months and months, while that imported from Eastern Europe will be sold out
rapidly in circumstances that can only be compared to "runs on banks" In the
earlier period of American history. Such Soviet studies of income elasticity
of demand as do exist also suggest that the income elasticity of demand for

IftPravda, Dec. 22. 1964, as quoted bi Marshal 1. Ooldman."The Reluctant Consumer
and Economic Fluctuations in the SovittUnion, Journal of .olitical Economy (August
1964) p. 878. Goldman's article includes An Inter stinjl aa7usi8 Of trends In sales of
durable consumer goods on the retail market of the u.S.BR. in recent years.

10 Pravda, Nov. 20, 1962.
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clothing ti not very high. Since most of the available clothing Is Soviet-made,
the emerging pattern of consumer behavior seems perfectly rational. Indeed,
even a woman might hesitate before buying a fourth pair of unattractive shoes
of rather poor quality: a man might stop at the second pair.

We now turn to services. Education is virtually free, as Is medical care,
though in both instances there is room for the provision of personal service
against remuneration, whether clandestine or not. Hence, two of the service
Items that might ordinarily absorb a larger share of an increase In income for
a household residing in a market type economy do not exert a similar impact in
the USSR.

The picture for other services Is more complicated. Poor quality of clothing
and consumer durables might be expected to result in high Income elasticities
of demand for repair work. Similarly, there should be a high Income elasticity
of demand for services of tailors and shoemakers who-at least in small towns
and village--provide the only alternative to ready-made, unattractive, industry.
produced clothing. It also seems reasonable to expect a high income elasticity
or travel and tourism, particularly for short distances where no overnight stay
Is involved (say ski-trips from Moscow to Pushkino) or where the traveller
stays with friends or relatives. But hotel space is still In very short supply,
and this e9erts a limiting Influence on the income elasticity of demand for travel.
Comparable limitations operate with respect to the same elasticity of demand
for concerts, shows, movies and even restaurant meals. The common experience
of western travellers is that physical facilities for entertainment are more
often than not strained to capacity.

The market for liquid assets is also severely limited. There are no shares
of stock and the recent experience with purchases of government bonds (repay-
ment on the bulk of which was recently postponed for a period of 20 years) must
have made the Soviet consumer relatively wary of the good faith of his govern.
ment. Something of this sort also applies to savings deposits: large depositors
in particular did not fare too well In the monetary reform of 1947. Finally,
we note that our Income elasticity estimates classify the value of restaurant or
canteen purchased meals as food. The importance of these sales is not very high,
but some of them (particularly meals consumed outside of the place of employ-
ment) embody an element of leisure, recreation or conspicuous consumption.
For this reason, therefore, Income elasticity of demand for restaurant meals
might be very high indeed In the USSR, and this Is reflected in the value of our
coefficients for Income elasticity of demand for food.

Having said this much, we should explain the relatively low level of income
elasticity of demand for food in the years 1957-1958. 1 believe that the ex-
planation lies partly In the fact we are jow dealing with the tail end of a very
special period In Soviet economic history. When Stalin died, the Soviet con-
sumer had a limited stock of clothing and the supply of many attractive durables
was virtually non-existent. Moreover, the years 1958-58 represented a period
of rapid monetization of Soviet countryside, while peasant incomes in kind were
also rising. On the collective farms, labor earnings per man-day (in terms of
cash only) rose from 0.80 to 0.81 rubles; this was accompanied by an Increase
In payments In kind from the collective farm sector to the extent of 88 per cent,
and Income in kind from the household plot was also rising. By contrast, the
increase in cash payments on a comparable basis In the years 108-1962 was

I Even for a family where each working member earns over 100 rubles per month, I.
KorshenevekUI estimates income elasticity of demand (derived from questionnaires) for
men's ready-to-wear clothing at 1.1 : women's at US. But shoes have on income elaticityof g omand of 8.0 and so doe furniture. Compare Sovetaas torgovIla," No. 11 NOV
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only on the order of 50per cent while income in kind from the socialized sector
dropped by 25 per cent. c

The importance of the private plot for the non-agricultural population tends
to be underestimated. In 1956, such plots accounted for the following share of
total per capita consumption of the non-agricultural sector (per cent) : meat-
14.1; milk-20.8; egp--7.7; potatoes-81.1; vegetables-18.1.'w Restrictions
on urban private plots did not begin until 1950 and their full impact may not
have been felt for some years. Their implementation tended to increase the re-
Sliance of the urban dweller on purchased, as opposed to home grown food, and
income elasticity of demand for food rose accordingly.

We must also explain the kink in the series which occurs in 1961. Two well.
informed Soviet sources indicate that the monetary reform announced in May,
1900 (effective January 1, 1961 one new ruble replaced ten old rubles), resulted
in substantial increase in household outlays, perhaps because of the experience
of 1047 when cash holdings were exchanged at a much less advantageous ratio
than savings deposits.'" In 19061 consuners then reduced expenditures in an
effort to replenish their savings (in the form of deposits or cash hoards). As
Table 4 shows, all income elasticities of outlays decline in 1961 when it soon be-
came clear to everybody that the monetary reform was completely harmless.

The explanation Just offered i consistent with the behavior of the statistical
discrepancy line in Appendix Table 1. This indicates dishoarding in 1960 fol.
lowed by a substantial shift to hoarding of cash. In 19062, consumers appear to
have returned to a more "normal" demand pattern; It is also possible that the
Increase In state retail prices of meat and butter (June 1, 1062) may have had
something to do with the high level of our measured income elasticity, especially
since households did not suffer from a shortage of cash. For 19068, Appendix
Table 1 also suggests continuation of hoarding. This is explained in part by the
poor harvest (and the concomittant rise in collective farm market prices) as
well as by the continuing consumer revolt with respect to purchases of non-food
products. The latter phenomenon is confirmed by the behavior of inventories In
state retail network (cf. Appendix Table 1). Inventories of food products de.
cined while those of non-foods show a pronounced increase.

On balance, then, we find the behavior of our (far from perfect) estimates of
income elasticities of demand for major outlay categories of Soviet households
to be reasonably consistent with Soviet reality. It only remains to be said that
changes in this reality may be expected to produce shifts in the relevant income
elasticities of demand. F or example, improvements in the quality of clothing
and greater availability of durables should result in a rise in income elasticities
of demand, as they are measured here. Thus, the pattern of income elasticities of
demand may be expected to vary significantly with the institutional setting of a
particular command economy at various periods of time.

We should also note that changes in the distribution of income may In some
instances help to produce a pattern of the kind we encounter here. As Incomes of
low income recipients rise, the consumer may be expected to shift his food ex.
penditures away from low priced starches and carbohydrates and towards the
more expensive fats and protein foods. Since 1950 the dispersion of the Soviet
income distribution declined, chiefly as a result of increases in income of the
lowest paid categories of wage or salary earners and an increase in pensions.

S 3ml,0 03. t. (in footnate 88) p. 797.
it no, a edovatel'skl Into ut Oscetnns iaia 1br

naucbnykh rabot" (Moscow, 1959),. ooO.teg. i. oSmTIukov ani Lokehin, op. cit. liontonote 4), p. 174. See also sovetakais torgovlla,
N o. 96), p. 2.
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S Grn6. .................... F1 L,il er 7==. 1 11==. I= 1 9 8
ep6 ............... $. L.1 134.9871 ,4 1cuunfit trut ....-. 48::::::: ," . ut, I I......... .............. L aj 1 4? I

11. O r ace......u I t - Iain.I twM.1 1.0
1k. mradryna.... S 1U. . itS &1101.0 d 'ti &4?I

INot available.* In lue ad 1967 Includlng, ad from 1966 on excluding, anure spreaders.
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APPENDIX TABLE 0.-Date used is calculation of incremental oapital-output
ration, U.S.S.R., 1985-64

[BilUlon I95 rubles]

Oro. Increment
output In output Investment(12
products

195 ......................................................... 84.24 ........... 4.i
1958 4..........................o...0.00 4.67107.............................. o............................ IOo -.ifttoo .................................. o........................ .I 00 1 C
109 .................................. ..............- 814.66,06 .......................................................... 4,8 .72 6.281957 .................................................. ........ K 9 .,7

1963 ......................................................... 42.88 -. 29 .21
1O............................. ...... ... 46.56 9.70

I Orains, ugarboet, raw cotton, flax fiber, tobacco sunflower, potatoes, vetables, milk, livestock, alo,woo, For the purpose at lhand, concern Is prjmarn with i ncremqents In output. The proucts used In
the calculation should cover over 90 percen of the total value of output andI are, therefore, suffiolently
representative.

APPENDIX TABLE 7.-Personal and disposable money fitedmes of households,
U.S.S.R., 1956-68

IBillion rubles)

Item 198 1967 1958 1959 1960 1951 192 1968 1904 1905

1. Wage bill as reported ...... 44.4 4848 80.97 58. 59.59 65.95 70.65 74.11 70.25 67.94
2. Collective farm payments..... 4.84 4.47 5.15 4. 14.80 .91 6.89 7.56 8.86 9.0
3. Income from sales of farm

products ....... .. 54 5.49& 6.65 6.87 8.57 6.57 7.90 5.82 8.05 8.50
4. Other waes ........ 2.5 2.5 2.5 2.5 2.68 2. 275 2.188 .06 842
5. Income of cooperative artisans. .89 .74 . . 0 0 .00 0.00 0.00 0
6. M18ry pay... ........ 2.94 2.88 2.62 2. 2.28 2.28 2.28 2.28 1.6 79
.Other incomes currently

earned..................8.0 8.7Q 4.07 4.28 4.49 4.9 5.8 .74 6.2 96
8. Transfer payments ............ 7.20 9. 9.09 10.6 10.64 11.0 12.47 2.88 22 82
9. PersonalmoneyIncome.. 71.37 i7.84 82.72 8 .07 01.26 100.28 107.88 11.92 119.64 181.81.. . -,-,m m - -

10. Direct taxes............22 5.7 5. 624 7.00 7.50 8L00
11. Subscription bonds ....... 2. 44 1.8 0. 0.00 0 .0 0.00 0.00 0.00
12. Total taxes and sub.

siptionbondsI ........ 7. 0.95 5.77 92 &08 0.24 6.44 7.00 7.80 5.00
18. Disposable money

income.............68 71 70.89 76 8015 85.28 98.0 101.3 106.92 112.14 125.81
14. PersonalsavingsI........1.06 1.74 1.14 1.45".08 a .9 1.15 1.62 2.O
Is. Outlaysm neroal om.

gumptiom ......... . . . . . . . . .. 6265 L66 75.81 7170 A84.55 9.41 100.44 106,77 110.52 120.92

go MIAll suriptiDo bonsid purchased by households er. treated asl equivalent to direct taxes since Itap
perMhat this how Sovyet households themselves looked upon the purchases of ths bonds.

disposable money Income alone.
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APPENnIX TADLE 8.--Bstfmated dfipoeable money income, retail sale8, and
ooaatimpton, U.S.S.R., 1970

Item Unit of measurement Magnitude

1. Workers and employees .................................. LWlllon prons .............
2. Average annual wagsp ........................... e RubleG ...................... Ns
8. Total Wa bill.. ................... Billion rubles ............... ... l-i
4. Wage bi an 1 ect~ve farm cah ditbutions...... cent of IOU ............. 140
8.W i an colletve frm cash distributions .......... Blin bles........
6. Colltive farm cabdistributon .................. 1.7
7. Dlposable money come .................... o. ....... 183
8. Disgoable money Income ..... ............. Percent o(1W.... ... 142-148
9. Probe i planned household outlays on goods and Billion rubles ............... 173-187

HfVION,
10. Probable planned household outlay& on food .............. do ... 76-
11. Increase In volume ofs tateretall trade or total conaump. Perent................

tion:
Rales Consumption

Met and pr ucts ..........................
M.I M and produt ............................. 7 2

(c) Fish and products......................i f
Vegetable oil...................................

sugar ............................................Vegtable and melons ...............01 t Aan vrapes ..........................

SOURCES TO APPENDIX TAaxzs

APPENDIX TABLE I

Row (1) : Appendix Table 7,
Row (2) : As row (1),
Row (8): As row (1),
Row (4) : Total Is sum of rows (4a), (b) and (4o).
Row (4a) : Obtained as the value of all food sales listed in Sovtorg.1964, p.

89 lees estimated purchases of food products by institutions. These are obtained
as follows: *

(i) Sales of all products, Including non-food, to institutions are obtained
as the sum of sales to institutions, organizations and collective farms (given
in Sov.org-1904, p. 56) and estimated institutional purchases on the collec-
tive farm market. The latter are taken to amount to 10 percent of total sales
through 1961 (cf. Veatnik atatiaSiki, No. 10 (1961), p. 68). From 1962 total
market sales have been Inflated by Inclusion of sales to restaurants: our
estimates are accordingly Increased (of. Narkeo-190, p. 688). The re-
quired data for 1964 have been estimated on the basis of available informa-
tion for 1962 and 1968.

(11) Total sales to institutions are then allocated to food and non-food
products roughtly In proportion of 25:75 (the basis for this distribution was
obtained from the relative values of food and non-food consumed by in-
stitutions during the years of 1959.1968 [cf. Narkho-1904, pp. 580-5811).

The resulting distribution of sales to institution (in bil. rubles) is as follows:

Sale8 to intftuation

On
In riI collective Total Food Non-foodtraie farm saMe products Products

market

1986 ..................................... 41 0.48 1.511936 ....................................... 4.1 .47 50.6
I1 .................................... U 11I,o ........................................... is 107

196.................................. 480 .8 5.15 1.710 ... .............. ,.,..... 43 & 0o 207.

IOU1 ....................................... 4.60 .&$18 L"7
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Row (4b) : Obtained as the value of all non-food retail sales listed in Sovtorg.
1964t, . 89 less the value of institutional purchases, listed above.

Row (4c) : Obtained as the sum of (I) rent payments; (i) dues, (ii1) tuition
and (iv) "other services, given in SNIP-1956..1958, pp. 8, 5, 54, 57 and SNIP-
1958-196t, pp. 105, 10T, 120. The respective values for 1968 and 1984 are esti.
mated from data in Narkhom-198 , pp. 594, 610 as (i) rent-O.70 and 0.77 bil.
rubles; (ii) dues-1.28 and 1.81 bl. rubles; (iv)---other"-10.58 and 1108 bil.
rubles.

Row (5) : Appendix Table 7
Row (6) : Sum of rows (4a), (4b)), (4o) and (5)
Row (7) : Row (8) les row (6)
Row (8) : Narkhos-958, pp. 751-752; Narklhox.1981, pp. 646-647; Narkho-1064,

p. 686; aovtorg-1964, pp 118-119.
Row (8a) :Asrow (8)
Row (8b) : As row (8)
Row (9): Narkhoz.1958, p. 788; Narchot-1961, p. 665; Narkho.1968, p. 548;

Narkho.1964, p. 657.
Row (10) : Narkhos-1 .9, p. 677; Narklhos-1968, p. 582; Sovtorp.1964, p. 165;

Narkho-J964, p. 647.
APPENDIX TABLE 2

The relevant data from Appendix Table 1 divided by estimates of population.
The figures used in the calculation are (in millions) :
196 ------------- 199.7 ,
1957 ................................................................ 208.2
1958 ------------------------------------------ ........ 208.9
1959 ...........------------------------------ 210.8
1 ................................................................. 214.2
1961 --------------------------------------------------------------- 217.9
1968 ..................................................... ...--- -.-- 221.4
1968 ------------------------------- --------------- 224.7
1964 ------------------------------------------- 7.
196 ------------------------------------ ------- 2806

The underlying population data for end of each year are in arkhoo-1964,
p. 7 and Prv"d, February 8,1988.

A"P NDIX TABLE 8

Row (1) : Narkho-1958, pp. 886-889; Narkho.196, pp. 247-249; Narkhos-1964,
pp. 278-27901 I, Proyda, Jau 198.

Row (2):As row (1)
Row (8) :Arow (1)
Row (4): selkhoo-1960, p. 885, Narkho.1968, p. 58, Narkhos.1964, p. 68.
Row (5) :Asrow (4)
Row (8) : Narlso.1984, p. 517
Row () :As row ()
Row (8) :,As row ()
Row (9) : Sterkho-1980, p. 100; Narkho#.1961, p. 880; Narkhos1064, p. 888

Prada, February 8 1966
Row (10): NarhhoU.196S, p. 828; Narkhou#94, p. 887, 888; SeVkhos-1060,

W6 28482 488.
Row (11). Nancy Nimits, Farm lmployme, in the SHoet U"0% foU, 19.91,

RM4628-PR (Santa Monica, Calif.: The RAND Corporation, 196), p. T. The
figure for 1964 has been kindly estimated by Miss Nimits for the use in this

12 a : Asrow(1HRow 18): Asrow 11
APPENDIX TABLE 4

Calculated from data on sown areas and number of households in Heokhos.
1960, pp. 2, 145; Narjo.1958, pp. 502, 508; Narkho-1964, pp. 402-408.

APPENDIX TABLE 5

1056-1958 Nar ho-19580 p. 498
1950-1961 Noarkhoz.1961, p. 417
1902-1964 Narkco.1984 p. 889
1965 Pravda, Febroary 8,196
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APPENDIX TABLE 6

Output in 1955 prices is obtained from physical data on the volume of output of
grains, sugar beets, raw cotton, flax fiber, tobacco, potatoes, vegetables, sunflower,
milk, meat (slaughtered weight), eggs and wool, as given in Narkho.1964, pp.
255, 295, 811, 809, 814, 816, 819, 821, 361 and Serkhoz-1960, pp. 202, 329, (in case
of tobacco for the years 1960-64, the output figure are taken to exceed procure-
ments by 2 thousand tons annually).

Prices used in the calculation represent unpublished estimates of average 1955
prices realized by collective farms and the private sector in all forms of market-
ings, including collective farm market. These prices are (rubles/ton) : grain-
88; sugar beet-18.5; raw cotton--887; flax fiber-1,660; tobacco-7,170; pota-
toes--96; vegetables-87; sunflower-185; mllk-127; meat, slaughtered weight-
980; eggs--9 (per thousand) ; wool-1,640.

Data on investment in agriculture are from Narkhoz.1964, p. 517.

APPENDIX TABLE 7

1956-1957 SNIP-196-1958, p. 2 with the following exceptions: Row (1) : The
figures were recalculated using information on the size of workers and employees
labor force from ibid., p. 47 and adjusting the average annual wage to 8,820
rubles in 1956 and 9,120 rubles in 1957. The basis for adjustment is provided by
monthly data on average wages and salaries in Narkhoz-1964, p. 555 and changes
in the average wage as given by S. P. Figurnov, Reai'nata zarabotnaia plata i
pod" en materiai'ogo blagosostoianiia trudiaehhlkhsa. v, SUR (Moscow:
1960), p. 198.

Row (4) : Estimated independently on the basis of data in Sel'l hoo-1960, p.
118; Narkhoz-1958, p. 498; Kratci ekonomfoheskii slovar', p. 128; I. . Ignatov,
Putt ra vitift kolkhozno torgovit (Moscow: 1959), p. 80, 89, 129; Narkhos-1958,
p. 787. Total value of sales by collective farms and households taken together
to the state, to cooperatives and on the collective farm market is given for both
years; the adjustments consist of eliminating from this total sales by collective
farms (including those converted to state farms in 1957) in order to arrive at
figures referring to households alone.

Row (11) : A. G. Zverev, NatsionaVryi dokho4 i finanmy S SI (Moscow: 1961),
pp. 229,232.

Row (12) : Figurnov, op. oft. (above under row (1), p. 177 less repayments from
SNIP-1956-1958, pp. 95-96.

1958-1962 SNIP-1958.1962, pp. 7-9, except for the figures in row (1) which
were adjusted on the basis of information provided ibid., p. 66 and monthly data
on average wages in Narkhoz1964, p. 555. (The adjustment is minimal, since A.
Becker's estimates of average wages came extremely close to the amounts re-
leased recently by the Soviet authorities).

1968-1965 Row (1): Calculated from data on the size of the workers and
employees labor force as given in Narkhoz-1964, p. 546 and Pravda, February
8, 1966 and information on the average monthly wage in ibd., and Narkhoz.
1964, p. 555.

Row (4): extrapolated from data for 1962 using methods employed in SNIP,
1958-1968.

Row (2): The figure for 1963 has been released by TAS in a broadcast on
February 14, 1964 In reporting Khrushchev's speech (it was subsequently
omitted from the printed version of that speech). The figures for 1964 and 1965
are extrapolations based on trends in total income of collective farms. For
the purpose of checking the validity of these estimates, an attempt was also
made to reconstruct the allocation of collective farm income in 1964 and 1965
(as given in Narkhoz-1964, and Pravda, February 3, 1966. The figures given
here fit well with the best estimates that can be made of unknown magnitudes
(principally the value of production expenses).

Row (8) : For 1968 and 1964, we have the joint total of collective farm and
household sales to state and cooperative agencies, given as 18,446 and 18,966
million rubles in Narkchoo-19 4, p. 257. Sales by converted farms are estimated
at 120 million rubles in each year. Sales by farms in existence are given in
ibid., p. 400 as 13.7 billion rubles for 1968 and 15.8 billion for 1964. This leaves
4.6 billion rubles for sales of households to state and cooperatives in 1963; for
1964 the corresponding figure is 8.6 billion. Narkhloz-1964, p. 677 shows total
collective farm market sales (including sales through cooperatives) as 4.98
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billion rubles in 198 and 5.23 billion rubles in 1964. Given earlier trends on
the share of collective farms in this trade, it is estimated that households ac-
counted for 4.22 billion in 1968 and 4.45 billion in 1964.

The figure for 1965 is an arbitrary extropolation.
Row (6): Estimates based on A. Becker's figure for 1982 and Marshall

Sokolovskii's statement reported in New York Timea, February 19, 1965, to the
effect that Soviet armed forces are at the level of 2,428 thousand men. It is
assumed that the decline occurred in 1964 (rather than immediately in the
aftermath of the Cuban affair) and that there was also a small increase in
1965 as a result of tensions over Vietnam.

Row (7) Estimates based on methods used in SNIP-198-1962.
Row (8): The 1965 figure is derived by extrapolation. The figures for 1968

and 1984 are obtained by methods used in SNIP-9581962, using the informa-
tion on pensions, allowances, and net purchases of bonds given in Narkhoz-
1964, pp. 772-774. The only arbitrary estimate involves stipends, assumed to
have remained at the level of 0.7 billion rubles (or the same they achieved in
1962). Interest payments on savings accounts are calculated at the rate of
2.4 percent on mid-year deposits, obtained from information In Yarkhoz-1962,
p. 492, Narkhoz-1964, p. 597 and Pravda, February 8,1966.

Row (9) : Sum of rows (1) through (8).
Row (10) : Figures for 198 and 1984 are from Narkhoz-1964, p. 770 plus

an allowance for minor taxes and fees.
Row (18) : Row (9) minus row (12).
Row (14): Obtained from data on the size of savings deposits given in

sources listed under row (7) above.
Row (15) : Row (18) minus row (14).

APPENDIX TABLE 8

Row (1) : Pravda, April 10, 1966.
Row (2) : Kosygin in Ekonomloheskala gazeta, No. 14 (April, 1966), p. 10, gives

the 1970 figure as 115 rubles per month.
Row (8) : Row (2) x the midpoint of the range in row (1).
Row (4) : Kosygin, oo. oft. ("about40 per cent").
Row (5) : Row (8) x 1.4.
Row (6) : Row (5) less row (3).
Row (7) : The lower limit of the range of the figure Is calculated on the assump-

tion that the sum of the wage bill and collective farm distributions to members-
row (5) -will amount to 78 percent of disposable money income in 1970 (as it did
In 1964 and 1965-(cf. Appendix Table 7.)

The upper limit of the range is calculated on the assumption that the appropri-
ate figure in this context Is 75 (rather than 78 per cent). While direct taxes are
to decline in 1988-70, It is also likely that other incomes will rise. This is par-
ticularly true of the income from handicrafts and of income from sales of farm
products by households.

Row (8): Row (7) divided by 128.81 billion rubles (disposable money income
in 1965 as given in Appendix Table 1.)

Row (9) : I first assume that the various outlay categories in 1065 were:
foods--4 billion; non-food products-40 billion; services--16 billion (see Ap-
pendix Table 1 for 1964 data.) The assumption is based on past trends as well
as on the data for increases in various types of retail sales, given in Pravda,
February 8,1966.

Next, I assume that the increase In the voume of the corresponding outlay
categories between 1965 and 1970 are as follows: foods--30 per cent; non-foods-
60 per cent; services-150 per cent. The figure for services is given by Kosygin,
too. oft, who also shows the total increase in state retail sales during this period
as 48.5 per cent. The percentages for non-food products and foods are estimated
from data in Row (11) of this table.

The figures shown In the table are then estimated on the basis of two alterna-
tive assumptions. For the lower limit of the range, I assume a decline of 10
per cent in prices of all goods (service prices are not likely to decline with this
kind of increase in volume of what is a very neglected and mismanaged sector).
Together with the indicated increase in volume, this gives a value of 75 billion
rubles for foods, 58 billion rubles for non-food products and 40 billion rubles
for services, for a total of 178 billion. The alternative assumption (which yields

6"8-91 0_-OS--t. II-B---8
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the upper limit of the range) is that prices will not decline at all. This gives
values of 88 billion for foods, 64 billion for non-food products and 40 billion for
services, for a total of 187 billion.

Row (10) : See sources for row (9).
Row (11): Kosygin, loo. oit., and Pravda, April 10, 1966. The latter source

gives planned per capita increases in per cent: meat and products--20-25; milk
and products-15-18; sugar-about 25; vegetables and melons--B8 ; fruit and
grapes-4-60; vegetable fats-40-46; fish products--50-60. All these per-
cevtages are multiplied by 1.07 in order to arrive at total consumption. I assume
that the 1970 population will exceed that of 1965 by 7 per cent.

Souaom To TExT TAnLzs

TABLE 1

Row (1): Pravda, February 5, 1959 and February 8, 1968; Narkho-1964, p.
575.

Row (2): Pravda, February 5, 1969 and February 8, 1966; Narkhoz-1964,
p. 511; Kapstroi.1961, p. 40.

Row (8) : Pravda, February 5, 1969 and February 8, 1966; Narkhoz-1964, p.
546.

Row (4): Pravda, July 26,1965; Narkhoz-1964, p. 272.
Row (5): Narkhloo-1964, p. 7; Pravda, February 8, 1966. The expected 1965

population is estimated on the basis of the statement in V. S. Tiukov and R. A.
Lokshin. Sovetelcaia torgovile v period perelchoda k kommunizmu (Moscow:
1964), p. 151, that the average (mid-year) population in 1968 was 225 million
instead of the 220 million which was the figure expected for 1963 when the Seven
Year Plan was being prepared. Urban population (which came to 117 million
in mid-1968) was 12 million above the expected figure.

Row (6) : As row (6).
Row (7): Pravda, February 5, 1W9 and February 8, 1966; Narkhoz-1964,

p. 124.
Row (8) :As row (7).
Row (9) :As row (7).
Row (10): Pravda, February 5, 1959 and February 8, 1966; Narkhoz-1964,

p. 246.
Row (11): Pravda, February 5, 1959 and February 8, 1966; Narkhoz-1964,

p. 622.
Row (12): Pravda, February 5, 1959 and February 8, 1966; Narklhoz-1964,

p. 605; Kapatrol-1960, p. 191.
Row (18) :As row (12).

TABLE 2

Rows (1) through (8): Narkhozs-14, p. 246; SSSR v tsifralh v 1965 go4u,,
p. 6.

Rows (4) through (6): Rows (1) -through (8) respectively divided by an
index of population calculated from data in ibid., p. 7.

Rows (7) and (8): Independent calculation by the writer; the per capita
index is obtained by dividing the index in row (7) by an index of urban popula-
tion, obtained from data in Narkho-.1964, p. 7.

Rows (9), (11) through (21): Sellkhoz-1960, pp. 254-255, 829; Narkhoz-1959,
p. 809t, 814; Narkhoz-1964, pp. 246, 295, 309, 811-812, 814, 816, 818, 821, 886,
81; SSR v telfrakh v 1966 godu, pp. 78, 80.

Row (10): These are USDA estimates for 1959 and 1964; the figures for
198 are estimated by the writer on the basis of preliminary estimates of USDA.
Of. The 1966 Raetern European Agricultural Situation, Economic Research
Service, ERS-Frelgn-115 (Washington, D.C.: U.S. Department of Agriculture,
1965), p. 10, and The USSR and Rasters Europe Agricultural Situation, Eco.
nomic Research Service, ERS-Poreign-151 (Washington, D.C.: U.S. Department
of Agriculture, 1966), . 5.

TABLE 8

Calculated from data in Appendix Table 1.

TAi S 4

Calculated from data In Appendix Table 2.
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TABLE 5

Calculated from data in Appendix Table 8.

TABLE 6

Data on stocks are from Sel'khoz-1960, pp. 409, 418, 415; NarkhoZ-1956, pp.
155, 159; Narkho--1964, pp. 880, 884. Data on shipments are from Appendix
Table 5. Data on retirements and percentage share of retirements in shipments
are calculated from data on stocks and shipments.

TABLE 7

Calculated from data in Appendix Table 6. •

TABLE 8

Row (1) : N rkhoz-1958, p. 909; Narkhoz-1960, p. 850; Narlcloz--1968, p.
042; Narkahorr-1964, p. 777.

Row (2): Narkhoz--1960, p. 851; Narkhoz-1962, p. 642; Nat'holz--1964, p.
777; Voprosy ekonomili, No. 9 (1904), p. 52.

Row (8) : Calculated from data in row (1).
Row (4) : Narkhoz-1968, p. 689; Narkho-z-1964, p. 774; Den'gl i kredt, No. 8

(1958), p. 6.
Row (5) : ellkhoz-1960, pp. 5047; Narlkloz-1960, p. 492; Narkhoz--1962, p.

380; Narkhoz--1963, p. 840; Narkhoz-1964, p. 890.
Row (6): SNIP-1949-1955, pp. 85, 211; SNIP.-1956-1958, p. 98; SNIP-

1958-196,, p. 148.
Row (7) : As for row (0).

TABLE 9

Calculated from output and procurement data (the former are in physical
weight, the latter in the so-called accounting weight) as given in Narkhoz--1961,
pp. 868-867, 849; Narkhoz--1968, pp. 272-278, 289; Narlkhoz--RSPSR--1962,
226-229, 252; Narkho-.1964, pp. 296, 825.

TABLE 10

Sel'khor-1960, pp. 128-129, 266-269; Narchoz-1962, pp. 252-258, 803-04;
Narkho.-1964, pp. 272-278, 86 -M.

TABLE 11

Jerzy F. Karcz, "The New Soviet Agricultural Programme," Sotiet Studies,
XV1:2 (October 1968), 149.

TABLE 12

All figures on collective farm market sales through 1962 are from J. F. Karcz,
"Quantitative Analysis of the Collective Farm Market," American Economic
Review, LIV, No. 4, pt. 1 (June, 1904), 825 (figures for 1952, 1958, 1961, 1962
were amended in the light of more accurate information provided by Hovtorg-
1964, pp. 259, 260, 266). Data for 1968 and 1964 are estimated in the same
manner on the basis of indices given in Narkhox--1964, p. 658.

Data on the volume of sales through sttae and cooperative channels are given
in the following sources:

1958--Vetnlk statilffct, No. 7 (1964), pp. 85-91 and Pravda, July 14, 1964.
Here, as elsewhere in this calculation, butter was converted to milk at the ratio
of 1:22.9 suggested by K. M. Skovoroda, S. I. Grigor'ev, Balone tovarov
narodnogo Votreblentlil, metody lkh roerabotki, (Moscow: 1959), p. 93.

1958, 1962, 1963--Narkhoz--1963, p. 508. The 1958 figures for potatoes and
vegetables are estimates based on data for 1957 in Skovoroda and GrIgor'ev, op.
cit., p. 128. The 1962 data on potatoes and vegetables are from Strolte'8atvo,
VIII, 25.

1960--stroftel'tvo, VI, 18.
1961-8rotel'stvo, VI, 851.
1904--Narhor,-1964, p. 592.
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CODi TO SOwu AnuZVITiONS

1. Publications of the RAND Corporation:
8NIP-196-1968: Nancy Nimitz, Soviet Natonal Income and Product,

1906-1968, RM-8112-PR (Santa Monica, Calif.: The RAND Corporation,
1962).

SNIP-196-1962: Abraham S. Becker, Soviet National Income and Prod-
uct, 1958-1969, Part I-National Income at Ettabllhed Prices (Santa
Monica, Calif.: 1965).

SNIP-Seven Year Plan: Abraham S. Becker, Soviet National Income and
Product in 165: The Goale of the Seves Year Plan

2. Publications of the Soviet Central Statistical Agency (Tsentralrnoe
Statstlcheskoe Upravlenle pri Sovete Mlnistrov SSSR) :

Kapatro.-1961: Kapitalnoe etroltel'etvo v 8888 (Moscow: 1960).
Narkhoz-1956: Narodnoe khozlaitvo 8888 v 1956 g. (Moscow: 1957).
Narkhor,-1958: Narodnoe khozlaietvo 888 v 1988 g. (Moscow: 1959).
Norkhoz--1959: Narodnoe khostalelvo S888 v 1959 g. (Moscow: 1960).
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AGRICULTURAL REFORMS SINCE KHRUSHCHEV
The state of agriculture which faced Khrushchev's successors has

been -fully and competently described by Professor Karcz, and I
shell not attempt to du licate his work. The fortunes of this lag-
ging branch during Ihrushchev's term of office are succinctl
summed up in the index of gross agricultural production.
ing to Soviet data, in the first 5 years after Stalin's death the gross
agricultural product increased by 50 percent; during the last 5
years of Khrushchev's administration, which ended with the excep-
tionally favorable crop year of 1964, the index rose by 13 percent.1
An even more meaningful index which rarely appears in official
pronouncements is that of the net agricultural product: during the
period 1959-64 this rose by only 7 percent in constant prices, which
is less than the population growth during this period. u

The purpose of this paper is to set out the principal agricultural
reforms which have been introduced by the new leadership in the
period between Khrushchev's removal from power and the 28d
Party Congress. Many of these reforms were proposed at the
March 1965 Plenum of the Central Committee and implemented
shortly thereafter or incorporated in the 5-year plan. Where con-
sidered necessary, references are made to past performance and
evaluations offered of the viability of some of the measures. Em-
phasis has been laid upon the material provisions made for the agri-
cultural sector and the financial concessions offered the rural popu-
lation, for if Soviet agriculture in its present socialized form is to
be cajoled or shoved out of its slough of despond and lethargy-
and this is a very big if-then the increased capital inputs and,
above all, the material incentives now provided will have played
the major role.

I. PROCUREMENT AND DLIVzRY TARGETS

A. GRAIN

Under both Stalin and Khrushchev state grain purchase targets
were generally set at unrealistically high levels. Iideed, the plans
were fulfilled only three times during the 10 years prior to the
March 1965 Plenum.2 The intensive pressure to fulfill and overful-
fill these targets, applied by all levels of the party machinery from
the First Secretary down, led to efforts to maximize production each
year, with little or no regard to the following harvest or to long-
term agronomic effects. Farms were denuded of feed and seed
grain; inroads were frequently made into the grain set aside for
trudoden payments. For each local party office it was this year

1 Narodnoe Khozyalstvo SSR v 1964 godu, p. 247.
'Plenum TKX KISS 24-26 marta 1965g. Stinoraflicheski Otehet, p. 10.
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that mattered; of less import was the fact that the harvest of next
year, or the harvests of the next decade for that matter, might be
threatened-with any luck the official concerned might be posted
away by that time. In addition to being set too high, state purchase
plans were changed from year to year, frequently even during the
course of the year. Such practices tended to negate any meaning-
ful system of crop rotation and any long-term soil preservation
measures.

These besetting weaknesses have been largely corrected by the re-
duced and stable procurement and delivery targets announced at
the March Plenum. The planned state purchases for the period
1965-70 are fixed at approximately the average level of actual pur-
chases during the preceding 5 years:

Grain proourements and deliverlee by Republics
IThousands of metric tons)

Republic 1960-4 198-70
1 average planned*

Russian Soviet Federated S.R ....................................... 3% 872 34,475
Including Northwest region ............................................. 05
Including central region ................................................. W
nludlnt Volg.Vyatka region .................................... 604 

Ukrainian ........................................... 10,116 10,116
yelorusln.8.R ....... .......................................... 277 261

U 8.8.R ................................................................ 23 287
Ka akh B.S.R ............................................................... 9,290 9,607

Including Tielinny Kral ................................................. 6,800 7,262
Georgian BS.8R ............................................................. 82 67
Az~anu 8.S.R ............................................................ 123 14
Lithuanian 8.8.1 ........................................................... 70 75
Moldavian B.S. R ........................................................... 490 400
Latvian B.S. R ....................................................... 68 67
TW'hl S.S.R ............................................. 145 170
Tahlk .8.R ................................. ........ . 8 30
Armenian B8.R............................................ 27 20
Turkmen .S.R .............................................. 15 20
Estonan B.S.R .............................................................. 34 30

Total, U.S.S.R ........................................................ 3,717 5,749

u These are the planned totals as announced at the March 1965 Plenum (1). Shortly thereafter the all.
Union grain purchase t was reduced to 83,100,000 tons (4); presumably this was done at the request of
republican spokesmen at the plenum (8) and In view of the inclement weather. Alaterreferenoe (i) implies
that the reduction was valid for 1968 only and that the higher target remains for the period 1966-70.

0N Not available.
I Prmvda, 27.. &81lo p . tn4 See Zap.hl ,obsasvnyhPodkoN.,95 .,an eti ttsll o
19For eam p.uest lenum TsK KPS8. I ct., p. 81.

rtovak Plenum T'sK KP~ls0 Podem Selskogo hosytva, Ekonomlka, Moscow, 1965, p. 9.

Sources: The 190-041 average purchases for all Republics and regions less the Tselinny Kral were derived
from Narkhos 1961, p. X67 and Narkhos 194, P. 32L Data for the Tselinny K rai are taken from Narkhoz
190, p. 448; Narkhos 1961, p. 178; Narkhos 19&4 p. 296 and Pravda, 14.8.04 and 24.10.64.

The new purchase targets are stable and provide graingrowers
with a workable basis for long-termplanni* . They are also more
moderate and more attainable than hrushc ev's grandiose projec-
tions; for example, he had inferred a state grain purchase total of
over 90 million tons for 1970.? In the light of the past records of
each Republic and in view of the increase& purchase prices and other
beneficial measures promulgated by the Soviet Government, the basic
targets for 196-7( appear to be feasible-on an average annual

I Pravda, 15.2.64.
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basis-with the exception of. the contribution expected from the
virgin land areas. The marginal soil of these new lands has been
subjected to over 10 years of monoculture with wholly inadequate
fallowina. Since the fall of Khrushchev statistical data pertaining
to the virgin lands within the Russian Soviet Federated S.R. have
been scarce, but from the available figures for the Tselinny Krai, the
heartland of the virgin lands program, it is evident that the average
yields there declined ominously from 1958 through 1968, while the
harvest of 1965 appears to have yielded the lowest deliveries for 10
years. Even if it were to be made available in sufficient quantities,
mineral fertilizer would have a minimal, and possibly harmful, effect
upon much of this dry soil,8 and irrigation is feasible for only a small
portion of the area. The essential precondition for stable long-term
yields is for as much as one-third of the land to be left to clean
fallow each year. However, even.after the reductions promulgated
by the Marc Plenum, the target set for the Tselinny Krai proved
to be excessive again in 1965. The extension of fallow advocated by
agronomists was not implemented, and once again the judgment of
the farmer on the spot was overruled by central directive.10 In the
event, the Kazakh Republic appears to have delivered less than one-
third of its target,1 and to jud ge from statements by its spokesmen 11
pressure may once more be applied to sow every available hectare and
to put off the widespread employment of fallow.

The planned total of state grain purchases for 1965 roughly con-
sisted of 76 percent bread grains, 14 percent feed grains and 10 per-
cent minor grains and pauses 1 3 On repeated occasions it has been
made quite clear that the planned volume of state purchases falls
short of the ttal required to supply the urban population, the armed
forces, industry, state livestock farms, and other state-supplied con-
sumers as well as to build up the state grain reserves and to supply
the Soviet Union's traditional external customers. For these pur-
poses the state will need at least another 10 million tons each year by
the end of the current 5-year plan, and it hopes to attract this sur-
plus with the generous premia offered for above-plan purchases.

B. LIVESTOCK AND LIVESTOCK PRODUCTS

The scale of state purchases of livestock and livestock products
outlined by Brezhnev at the March 1965 plenum is much more
modest--and more realizable--than his predecessor's projections.
For example, the new 1970 target figure for meat and poultry is
onl a fraction over the 1965 control figure of 11.1 million tons as
laIN down in the 7-year plan.1' The targets for 1965-70 are here
compared with the actual levels of state purchases in 1964:

* Much of the Tsellnny Krai, for example, enjoys an average annual precipitation of lea
than 12 inches.

* As recommended at a recent VASKhNIL conference on virgin land farming, Eko-
nomicheskaya Gaseta, No. 10, 19661p. 17.

34 See the frank complaint by a atrector of a sovkhos in the Tsellnograd Oblast, lIvestia,
80.1.6.

u Derived from Kunaev's report to the 28d Party Congress, Pravda, 81.3.66.
Is For example, Kunaev's speech to the Katakh CP CC Plenum, Kazakhstanskaya

Pravda, 28.1.66.
u Zakupkl Selskokhosyaltvennykh Produktov, No. 7, 1065, pp. 1-2.
160. I. Samboriki "Eratki Spravochnlk 0 Semiletnem Plan S..s.R.," Gosplanlisdat,

MOcow, 1960,p. 86.
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State purchases of livestock and livestock products

Produce 1ON6 1965 190 1967 196 190 1970

ivestock and poultry (lveweight) (million
tonss 8.3 8.5 8.9 9.6 102 10.7 11.4

Milikand milk products(mllion tons).:..... 31.4 '38.7 34.6 36.2 38. 4 40.8 411.4
Emls (billons) ............................. 8.1&3 9.4 10.0 10.8 11.0 13.5 1&0
Wdol (scoured) (thousand tons) .............. 35 348 362 373 38? 407 4V

IThe original target of 33,000,000 tons was later revised upward In connection
butterfat standards, Pravda, 15.4.65 and 20.4.65.

Sources: 1964, "Narkhos 1914,' p. 367; 1965-70P, Pravda, 27.3.65.

with the reduction In

Benefiting from the excellent grain harvest of 1964 and from the
beneficial measures passed by the new leadership, the state purchase
targets for these products were all overfulfllled in 1965; indeed, the
purchases of meat, milk, and eggs exceeded the goals set for 1966.11

II. PICEs

A. GRAIN

1. Procurement pries for wheat and rye
The new procurement prices (i.e., those paid to kolkhozes) which

were announced by Brezhnev in March 1965 signify increases of
about 12 percent for most regons and a 53-percent jump for the
nonchernozem areas of the R.S.F.S.R., and Byelorussian, and the
Baltic republics:

Average procurement prices for wheat and rye
IRubles per ton)

ReinWheat Rye

Old New Old New

Russian Soviet Federated Socialist Republic, excluding the
northwestern, the central and the Volga.Vyatka regions, the
Kalininarad and Perm oblasts and the Udmurt A.S.S.. 77 86 .. 73 81

The Ukrainian 8.8.R. excluding the Polesye region, and the
Moldavian B.S.R ............................................. 67 76 64 76

The Kuakh .8.R ............................................. 71 80 68 80
The Klrghts B.S.R ............................................. 76 85 71 s0

the UzbJk, Geokgian, Aterbaijan, Tadzhik, Armenian, and
lnen 8.n.R ......................................... .80 90 75 85

The northwestern, the central and the vola.Vyata region of
the R.8.F.S.R., the Kaliningrad and Pr obluta and the
Udmurt A.S. R., the Polesye-region of the Ukrainian B.8. R.,
an the Belorusn, Lhuanlan, Latvian, and Estonian

R .......... ...... 85 130 5
All-Union weighted averege ..................... 74 83 75 92

Sources: "Ekonomiks Seiskogo Khosyslstv," No. 6, 1968, p. 23 and "Problemy Mira I Botsialims,"
No. , 196, p. 86.

These average prices cover wide regional variations within each
republic' in 1961 for example, soft wheat procurement prices in the
R.S.F.S.R. varied from 63 rubles per ton in zone I to 85 rubles per
ton in zone XVII.e

As a rule, hard, wheat has been purchased at a premium of 40 per-
cent above the price paid for soft wheat, and it is presumed that this
differential will be maintained.

so Pravda. 8.2.60.
0rsnW Kats "A Compendium of Soviet Farm Prices In 1961," Berkeley, 1964, p. 2.
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The so-called "sliding prices" (skolzyashchiye tseny) have been
abolished. These had been introduced in 1958 with the avowed aim
of stabilizing farm income: when yields were high, the prices were
to decline and in poor years the prices should have risen. However,
shortly after new purchase prices were announced during the bumper
harvest year of 1958, procurement prices fQr grain, oilseed and sugar-
beet "slid down" and remained down by between 5 and 13 percent
during the poor years of 1959-62.1"

For the above-plan procurements required, a very real incentive
is offered in the shape of an increment of 50 percent to the basic
price. Thus the low-cost Ukrainain kolkhozes will receive 114
rubles while the marginal farims in the last category will be paid
195 rubles for 1 ton of above-plan wheat.

No wholly comparable cost data are on hand for these grains, but
a table in the statistical handbook for 1964 does give the average
kolkhoz costs of production by republics for all grain less corn.
With labor valued at sovkhoz wage rates (kolkhoz wage rates are
scheduled to approach the levels obtaining in sovkhozes with effect
from July 1986) the average costs of production of 1 ton f
excluding corn in 1964 were: all-union, 48 rubles; R.S.F.S.., 47
rubles; Ukrainian S.S.R., 89 rubles; and Kazakh S.S.R., 41 rubles."
Although a comparison of these costs and the new procurement prices
ignores discrepancies between physical and accounting weights and
also the differing costs. of the other, minor, grains, it does however
indicate that the new prices cover the costs of production for aver-
age farms and provide a substantial profit margin.
2. Delivery prices for wheat and rye

The delivery prices previously paid to sovkhozes for these grains
were considerably lower than the procurement prices paid to kolk-
hozes. Under the new price scales however, this gap has been
lessened and for the favored republics delivery prices are now
identical with procurement prices. Like the kolkhozes, the sovk-
hozes will receive a 50-percent bonus for above-plan deliveries.

Average delivery prices for wheat and rye
IRublen per ton)

Wheat Rye

egi Old New Old New

R8SIR, excluding the North-Wetern the Central and the
vola.Vy.tk8 r.t, the Mailningrad and Pem oblesta and
the UdmurtASSR.--------------------------80 0 so 56

The Ukrainian 88R, excluding the Poleye region, and the
Moldavian sR .............................................. 3 45 30 46

The Kazakh SSR .............................................. 49 6 Si 0
The Kr -h- -8811 .............................................. 47 85 39 00

Th zeGeorgian, Tadzhik, Azerbuijan, Armenian and
T rm nSS~s ..................................... 40-47 g0 34-3 88

The North-Western the Central and the Vol-Yyatka regions
of the RSFSR, the Kaiingrad and Path oblat and t
Udmurt A8R, thePolsye rgon of the UralnlanSSR anl
the Belorussian, Lithuanian, Latvian and Estonian 8SR's... do 130 65 ISO

All.Union weighted average .................................... 4 00 87 78

Sources: Ekonomika Selakogo Khosyalstva, No. 6, 1965, p. 28.
Problem Nir I Sotsadisma, No. 5,1965, p. 35.

It "Martovski! Plenum/' op. cit., pp. 8-9.
INarkhos 1964," p. 194.

457



458 NEw DIRECTIONS IN TBE SOVIET ECONOMY

S. Buok hoeat, millet, and rice
All kolkhozes and sovkhozes, regardless of location, will receive

the following common prices for these crops.19

[Rubles per ton)

Old price New price

Buckwheat .................................................................. 200 300
Millet (beet quality) ........................................................ 80 110
Rice ......................................................................... 220 300

4. Barley and oats
The prices paid for barley and oats have been increased to 90 and

75 rubles per ton respectivel for the kolkhozes and sovkhozes of the
northwestern, central and Volga-Vyatka regions of the R.S.F.S.R.,
the Kaliningrad and Penn oblasts, the Udmurt A.S.S.R., the Byelo-
russian and Baltic Republics, and the Polesye regions of the Ukrain-
ian S.S.R.10 The new prices represent increases of from 20 to 100
percent."

13. MFAT

In June 1962, Khrushchev had announced an overall increase of
35 percent in the prices paid for livestock and butter.2 ' The higher
prices did not, however, cover the costs of production for most
farms; in 1962, kolkhozes lost just over 1 billion rubles from live-
stock procurements, and this loss rose to 1.3 billion rubles in 1963.2

To restore the necessary incentives to livestock raisers, Brezhnev
announced sizable increments to the existing prices which represent
average increases, on an all-union basis, of 36 percent for cattle, 32
percent for hogs and 33 percent for sheep and goats. Although the
First Secretary aid not stress the point, later publications have made
it quite clear that these increments are meant to be temporary only.21
Presumably this stems from a pious hope that the costs of livestock
production can be lowered to such an extent that the increments will
no longer be required, yet this would be one of the less realistic as-
sumptfions of the more pragmatic leadership, and these increments
may well prove to be no more temporary than the "temporary" in-
creases in meat and butter retail prices decreed in June 1962s or
the "temporary" suspension of the gradual abolition of income tax
which was announced later that year.26

The percentage increases in state purchase prices for each republic
are:'7

UPravda, 11.4.68.
SIbid.

* Ekonomika Selskogo Khosyaltva, No. 6, 1985, p. 11.
Pravda, 1.6.62.21 Martovakil Plenum, op. cit., p. 51.
For example MartovkiI Plenum, op. ct., p. 51.

-Pravda, 1.6.62.
oaovesto 1 25.9.02.Zs kono I a Selskoso Khosyalstya, No. 6. 1985, p. 26.
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Republic Cattle: kolkhos Hop: kolkhos and Shep and goats.

and sovkhoz sovkhoz Kolkhos Sovkhos

R ................................. 35 33 '20 '10
Ukralnlan5.8.R 35 133 330 '2D
Beloruoslan 8.S.R .......................... 5 40 70 40
Uzbek 88.R .............................. 45 35 10 ..........
Ksuk 8..R .............................. 20 30 10.......
Georgian 5.S.R ............................ 55 70 10.......
Aserbaijan S.S.R ........................... 65 70 10 ..........
Lithuanian 5.5.R .......................... 35 40 70 00
Moldavian S.8.R ........................... 35 33 30 20
latvian S..R ............................. 30 30 70 do
Krghiz .8.R .............................. 20 30 10 ..........

Tk S.8.R ............................. 35 35 10 ..........
Armenian 8.8.R ........................... 55 70 10 .......
Turkmen S.B.R ............................ 35 35 10 .......
Estonlan S.S.R ............................ 30 30 70 0

' Raises of 70 percent for hogs, sheep, and goats are established for kolkhozes and sovkhozes in the north-
west central, and Volga.Vyatka regions, the Kaliningrad and Perm oblasts of the R..F.S.R the Udmurt
A.8.h.R., and for the Polesy regions of the Ukranian S.8.R. For all farms In the moun@nous regions
of the R.8.F.S.R., the Ukrainian, Georgian, Azerbaijan, Armenian, Kirghlz, and Tadzhik S.S.R. s, aI
100-peroent Increase to the existing purchase prices for sheep and goats was decreed.

Some examples are provided which illustrate the effect of the
price increases: 18

Rubles per ton (liveweight)

Old price New pice

Cattle:
R..F.S.R.:

Kolkhoe........................................................... 900 1,215
Sovkhoes ........................................................... 810 1, 005

Ukrainian S.5.R.:
Kolkhoz8 ........................................................... 800 1,1
Sovkhozes ........................................................... 765 1,00

Kaszakh 5.S.R.: Sovkhozes ............................................ 770 925
Hop:

R.S.F.S.R.: Kolkhotes -----.................................... 1,0 0 1,396
Ukrainian S.S.R.: Kolkbozes ................................... 100 1,830
Latvian 8.S.R.: Kolkhoesm .............................................. 1,100 1,410

The new prices are estimated to allow a profitability rate in beef-
raising of ab.ut 12 percent in kolkhozes and 22 percent in sovkhozes
in all republics less the Georgian S.S.R. Here additional measures
will be necessary to lower the costs of production in kolkhozes; in
1964, the actual kolkhoz cost of production for 1 ton (liveweight) of
beef in Georgia was 1,722 rubles, compared with an all-union aver-
age of 927 rubles."

Before the temporary increments were announced, the meat indus-
try was already in receipt of a subsidy from the budget to cover the
difference between the purchase and retail prices of meat. The sum
of 1.8 billion rubles had previously been set aside for meat subsidies
in 1965, and the scheduled increments were to bring the total sub-
sidy up to about 3 billion rubles,80 If the increments remain in
force and if state retail p prices remain pegged, the size of this annual
subsidy will rise with the growing purchase totals. The U.S.S.R.

IS JIid

0 Narkhos h84.p.897.
s Plenum 8aX K'nS, op. cit., pp. 180-181.
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must surely be the only country in the world which spends nearly
2 percent of its national income upon meat subsidies.

C. MILK AND CREAM
1. Paid to farms

As most urban Soviet housewives are aware fresh milk has not
always been readily available in the stores. 6 ne of the principal
reasons for this has been the disincentive effect of the low state pur.
chase prices for this commodity. In 1963, for example, against a
procurement price of 8 kopeks a liter were quoted costs of produc.
tion ranging from 14.7 kopeks in Bashkiria to 19 kopeks in the
Moscow oblast8s One of the first purchase prices to be announced
after the deposition of Khrushchev was that of milk, given in Gar-
buzov's speech to the Supreme Soviet in December 1064.32 Differ-
entiated prices were announced for 12 zones of the R.S.F.S.R. and 2
zones of the Kazakh S.S.R. no other republics are to be price zoned.
The new prices, valid for both kolkhozes and sovkhozes, are: 33

Cream-10.
Republic Milk (Mbles percent fat

per ton) content (ko-
peks per kilo)

R.S.F.S.R ............................................................ 130-230 27-47
Kazakh B.S.R ....................................................... 15-180 32-38
Belortulan and Baltic B.S.R.'s ...................................... 160 36
Remainder ........................................................... 18 32

In 1965 some 720 million rubles were set aside in budgetary allo-
cations to cover the cost of these increases.
2. Price of 8kimmed milk purchased by farms

With effect from January 1, 1965, the price of skim milk sold back
to milk-producing farms by dairies and separating plants was raised
to a uniform 30 rubles a ton.34 This was later reduced to 10 rubles a
ton effective May 1, 1965.11
3. Butterfat content norm

The butterfat content norm for milk purchased by the state was
reduced to 3.7 percent for the Russian Soviet Federated S.R., 3.6
percent for the Ukrainian and Georgian S.S.R.'s, 3.5 percent for the
Moldavian S.S.R. and 3.4 percent for the Lithuanian S.S.R.s6 This
had the effect of increasing farm incomes, since farms had hitherto
on occasions been penalized for delivering milk of a lower butterfat
content than the norm allowed.

D. SUNFLOWER SEED

Previously, the price paid to sovkhozes for sunflower seed was 70
rubles a ton. With effect from May 1965, the sovkhozes were to

31 Sovetska Rosslya, 12.7.63 and Selskaya Zhlzn, 5.9.63.
Is Pravda, 10.12.64.
Is Zakupki Selskokhoyaistvennykh Produktov, No. 2, 1905, pp. 52-53.84Ibid.
*Pravda, 15.4.65.

Ibid.
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receive the same price as the kolkhozes, i.e., from 160 to 225 rubles a
ton. As an additional incentive, the sovkhoz will receive 15 kilo.
grams of oil cake at reduced prices for each centner of the planned
deliveries of sunflower seed, and 30 kilograms of oil cake for each
centner of above-plan deliveries. A bonus of 70 kopeks will also be
paid to the work units in sovkhozes and kolkhozes for each centner
of sunflower seed sold to the state. Furthermore, bonuses are offered
for above-average quality seed, and 4 kilograms of sunflower seed oil
will be sold back at lialf price for each centner of seed delivered."1

E. THE EXTRA COST OF STATE PURCHASES IN 1965

Official spokesmen have repeatedly stressed that the costs of the
price increases for agricultural produce will not be passed on to the
consumer; 88 the burden of these increases must, therefore, be borne
by the state.

The additional cost of planned grain l)urchases from the increased
prices was put at 866 million rubles for 1965 with the additional in-
come divided almost evenly between kolkhozes and sovkhozes1
About 760 million rubles of this was earmarked for wheat and rye, 0
leaving approximately 100 million rubles to cover the purchases of
other grains. Although the state grain purchase target for 1965 was
not fdlfliled, above-plan purchases were reportedly made in the
Ukraine, Byelorussia, Moldavia, and the Baltic Republics 41 which
would cost an additional 100 million rubles or so, and so it is prob-
able that the total extra cost of planned and above-plan purchases
could not have fallen far short of 800 million rubles in 1965.While it is true that the temporary increment to meat prices came
into effect only in May 1965, the bulk of the year's meat supply was
slaughtered and processed after that date and, furthermore, over a
million tons of meat above the plan was produced in 1965. The
cost of the additional meat subsidy must, therefore, have exceeded
the 1.9 billion rubles forecast by Garbuzov.

As has been noted, provision had previously been made for over
2 billion rubles in meat subsidies and additional payments for milk
in the state budget for 1965 (1,800 million rubles for meat and 720
million rubles for milk). This sum was presumably increased by
about 120 million rubles in view of the 15 percent above-plan pur-
chases of milk recorded for 1965. To this Should be added nearly
3 billion rubles attributable to the price increases announced at the
March Plenum, making a total price support bill of about 5 billion
rubles in 1965.

For the period 1966-70, Garbuzov estimated the total cost of "ad-
ditional state assistance to the kolkhozes and sovkhozes" at over 22
billion rubles; 42 the bulk of this sum is attributable to meat sub-
sidies and extra payments for grain. It should be emphasized that

Ekonomika Selskogo Khozyaistva, No. 6, 1965, p. j3.*The first promise was made by Brezhnev In his speech to the plenum, Pravda, 27.8.65.8 Martovskil Plenum, op. cit., p. 28.
40 Isvestlya, 18.4.65.41 Eknomicheskaya Gazeta, No. i1, 1966, p. 4 Sovetskaya Byeor.oslya, 5.2.66;Sovetskaya Moldavia8.2.6e; sovetskaya Lttvya, 2.1.66, Sovetskaya atvya, 4.2.66;

Sovetskaya Estonlya, 5.2.66.45Plenum TsK KPBS, op. cit., pp. 182-138.
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this is in addition to the extra payments existing before the March
1965 Plenum. III. INVESTMENTS

When the planners, under Khrushchev's guidance drew up the
agricultural investment targets for the 7-year plan, iley unrebalisti-
cally assumed that the kolkhozes would find over two-thirds of the
total. This herculean task for the kolkhozes was hardly lightened
by subsequent subjective decisions to reduce procurement prices and
to double the price of agricultural spares. The agricultural invest-
ment targets for the new plan period, as outlined by Brezhnev at
the March 1965 Plenum and confirmed in the provisions of the new
5-year plan, are more realistic in their distribution between the
state and the kolkhozes. State investment in agriculture and in
rural construction is scheduled to form 26 percent of all state in-
vestment during the current 5-year plan, compared with 19 percent
during the preceding 5 years.43

Investment in agrioulture

Billion rublest 195-05 1959-0 1961-05 190-70
planned actual actual planned

Total .......................................... 50.0 55.2 43.0 71.0
Including State .................. 1.8 30. 24. 7 41.0
Including Kolkhoz ..................... 34.5 24.9 18.8 30.0

IIn constant pris of 195.
Sources: 1959-0 (planned), 0 1 Samborkl, op. CIt., p9 90. 1959-45 (actual), and 1961-05 (actual), SSSR

vTsirafkhvlg8 godu, pp. 112-113. 106.-70(planned), Pravda, 27.8.65.

It has not been made clear whether the state investment total of
41 billion rubles includes nonproductive investment or whether it
embraces noncentralized investment made from sovkhoz funds; it
seems probable, however, that the sum represents productive invest-
ment from centralized and sovkhoz funds and that nonproductive
investment may add up to 10 billion rubles to the overall figure.

IV. AGRICULTURAL MACHINERY

After recording impressive growth rates during the first 5 years
of Khrushchev's administration, the supply of machinery to agri-
culture faltered and, for certain important items, the annual de-
liveries actually declined. Not only were the farms in some respects
worse served quantitatively, but the profusion of models multiplied,
recommendations for standardization went unheeded, and the chronic
shortage of spare parts seemed to grow more acute. At the March
1965 Plenum, it was Yezhevsky the chairman of Soyuzselkhozteki-
nika, who came in for the most blistering and personal attacks. His
mea culpa contained some refreshingly frank admissions: speaking
of faults in design, for example, he confessed that one model of
seeder had 212 points which needed greasing every day-an opera-
tion which took five hours."

4 Ibd.. p. 194
Plenum Tok SPBS, op. eit., p. 152.
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Great thing have been promised for the future in respect of im-
proved models, standardized designs and availability of spares,"1
and already the cost to farms of agricultural machinery and vehicles
has been ignificantly reduced by allowing them to purchase these
items at Aolesale prices."

As far as quantity is concerned, a very substantial expansion of
the machinery park is planned over the next 5 years; this is exempli-
fed by the growth rates scheduled for three major items. Allowing
for normal rates of retirement, the numbers of tractors, trucks, and
grain combines on farms are set to rise by 50, 87, and 51 percent
respectively during the period 1966-70.

The planners have evidently adopted as a target the "optimum
inventory" announced in 1962,4? although this was set with some-
what different requirements and production levels in mind. It is
also pertinent to compare the Soviet target for 1970 with the U.S.
reality of 1962, bearing in mind that the sown cropland in the
United States amounts to approximately 60 percent of the Russian
total.

(In thousands of units)

Period Tractors Trucks Combines

Delivered to farms ............................. 1061-05 093 s1 884
Planned deliveries to farms ..................... 108-70 1,700 1,100 680
Machinery park ... .................. 1965 1.650 062 520
Planned machinery park ...... ..... 1970 Z490 1,870 780IOptlmum park" ............................ 700 1,650 845
U. . park ...................................... 1962 5,170 2,00 1, 020

Sources:
1961-66 derived from Narkhoz 1961, p. 417; Narkhoz 1964, p. 889; and Pravda, Feb. 3, 198.
196-70, Pravda, Mar. 27, 198.
Machinery park in 1965 SSSR v Tsifrakh v 1965 godu, p.89.
Planned park in 1970, ikonomicheska Qaeta, No. 10,106, p. 18.
Optimum park," Pravda, Mar. 6,1962.

U.S. park, joint Economic Committee Annual Economic Indicators for the U.S.S.R., Washington,
1964, p. 29.

V. MINERAL FmILIZERS

Khrushchev's emphasis upon mineral fertilizers has been main-
tained by his successors; the only significant difference is that his
ambitious production target of 76-80 million tons by 1970, has been
modified to a more realizable 64 million tons.'8 At present, the
weight of commercial fertilizer applied per hectare of cropland in
theT.S.S.R. is about one-quarter of the American level, and much
of this is reserved for technical crops. An increasing share of the
total production is to be devoted to grain, which cannot but have
a distinct effect, especially in the areas of adequate precipitation
like the non-chernozem region.

Enough has been written and spoken about the shortcomings of
Soviet fertilizer production and use--the excessive degree of ballast,
the lack of packaging, the unsuitable transportation and the short-
age of specialized machinery for its application-to insure that

U See. for example, Yezhevsky's article in Ekonomicheskaya Gazeta, No. 10, 1966,
pp.18-14.

Pravda, 26.12.65.
0 Pravda, 6.8.62.
60 Pravda, Feb. 20, 1966.
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everyone concerned must, by now, be aware of what is to be done and
an all-round improvement is to be expected. However, one ol the
main reasons for the unsatisfactory utilization of that fertilizer
which has been allocated to grain has been the inadequate material
incentives for the farmers to collect and apply the fertilizer prop-
erly. Frequently fertilizers have been delivered to a railroad station
only to lie there uncollected, because the farms for which they were
destined accorded them minimal priority. The missing incentive has
now been supplied in the shape of higher planned purchase prices
for gmin and the 50 percent bonus for above-plan production

Curiously, in view of its admitted shortage of mineral fertilizer,
for many years past the Soviet Union has been exporting about one-
fifth of its annual production. 19 From the provisions of the 5-year
plan, it would appear that a smaller proportion of the total produc-
tion by 1970 wlt be shipped abroad 5 0; this is only rational, for when
the probable response is at least 1.3 tons of wheat per ton of fertil-
izer, it makes little sense to export 1 ton of fertilizer for the equiva-
lent of $22 in soft currency and import wheat at anything up to $80
a ton in hard currency.

VI. IRRIGATION, DRAINAGE, AND LAND IMPROVEMENT

The target for irrigation work over the period 1966-70 provides
the only case where a goal set by Brezhnev at the March 1965
plenum has been scaled down in the directives for the 5-year plan."
Nevertheless, even the slightly lower target is higher than the total
land brought under irrigation during the previous 20 years, and
will cost an estimated 5 billion rubles. The provision of irrigation
is not enough, as experience has shown, and increasing concern has
been voiced for the maintenance and correct utilization of the exist-
ing network.5 2

Drainage work is scheduled on 6 million hectares of land, which is
about the same area as has been drained during the past 20 years08

The annual cost of draining, liming and clearing the land and
applying peat in the non-chernozem regions has been estimated at
30 million rubles."4  At the March 1965 plenum it was announced
that the state would henceforth shoulder the whole financial burden
of this land improvement, thereby saving the kolkhozes of %his
region some 85 million rubles a year.5

VII. DIREar MARKETIO OF PRODUCE

The principal reason why Soviet urban housewives pay the higher
prices of the kolkhoz market for their fruit and vegetable purchases
is that the state retail system is so cumbersome and inefficient that
its wares are either distinctly jaded or not available at all. In an

V See Vneshnyaya Torgovlya SSSR sa 1959-68 gody pp. 40-47.
"The production target Is 64 million tons, wh le the amount scheduled for delivery to

agriculture Is 55 million tons (Pravda, Feb. 20, 1966) ; part of the discrepancy Is attrbut.
able to the time lag between production and delivery.From "more than 3 million hectares (Pravda, Mar. 27, 19605) to "2.5 to 8 million
hectares" (Pravda, Feb. 20 1903).

* See, for example, Pravaa, Oct. 2, 1968.
IsPravda, Mar. 27, 1965.

I Martovakil Plenum, op. cit., p. 43.
" Ekonomlka Selskogo Khozyalstva, No. 6, i9GO, p. 18.
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effort to cut out the middlemen and the resultant delays, a new pro-
cedure has been approved. Farms are now encouraged to deliver
vegetables and fruit direct to the stores, restaurants, and industrial
enterprises; for their produce they receive the retail price less a
small discount. For example, R.S.F.S.R. kolkhozes which deliver
potatoes direct to the stores or catering enterprises receive the re-
tail price less a discount of 10 percent during December through
March, 7 percent in April and May and 15 percent during other
months.8 Similar concessions are offered farms which deliver
slaughtered meat to the state stores.8"

VIII. KoLxYnozs

A. INCOME TAX

Under the previously existing system, a standard 12.5 percent tax
was paid by kolkhozes upon their gross income in cash and kind
less a certain amount of the money and produce used for productive
purposes.18 During the period 1959-63, this tax amounted to 8.6
percent of the gross income of all R.S.F.S.R. kolkhozes.81

Conceding that it was inequitable to levy tax upon the gross in-
come of a kolkhoz, Brezhnev announced at the March 1965 plenum
that tax would henceforth be levied on a kolkhoz's net income. A
simple example of the provisions of the new tax law was provided
by the Deputy Minister of Finance.60

With effect from January 1, 1965, a standard 12-percent tax was
to be levied on that portion of a kolkhoz's net income which exceeded
a profitability rate of 15 percent. In the example quoted, a kolkhoz
receives .1,200,000 rubles for produce marketed plus 70,000 rubles
for services rendered; it also distributes payments in kind to the
value of 180,000 rubles. If its total costs of production amount to
1 million rubles, then its net income is 1,200,000+70,000+180,000-
1,000,000=400,000 rubles. The profitability of the kolkhoz is the
ratio of its net income to costsHin this case it would be 400,000:
1,000,000 or 40 percent. Since profitability up to 15 percent is
exempt Irom taxation, the kolkhoz's taxable net income will be
250,000 rubles. It is this sum which will be taxed at 12 percent,
yielding 80,000 rubles in tax.

In addition tax at the rate of 8 percent is due on that portion of
the wage fund which exceeds the tax-free maximum of 60 rubles per
month for each kolkhoznik. Thus if 840 kolkhozniks work on the
kolkhoz in question, the tax-free wage fund equals 244,800 rubles (840
times 720 rubles). Any wages above this will be taxed at 8 percent;
the tax will be deducted from the wage fund and not from the
kolkhozniks.

The new kolkhoz income tax system was expected to have the effect
of halving the total income tax revenue from kolkhozes in 1965; i.e.,
from about I billion rubles to about half a billion rubles.61

0 Ibid., p. 22.
I'Martovskl Plenum, p. 52.
* Ukonomika Selskogo Khozyaltva, No. 12, 1963, p. 82.
0 Voprosy Ekonomlki, No. 1 1965, p. 60.
ouelskaya Zhlun, Apr. 24, 1965.
Ibid.
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B. DEBTS WRITTEN 01F

As a once-only measure. Gosbank was authorized to write off state
loans to economically weak kolkhozes in the amount of 2,010 million
rubles which included 1,450 million rubles in long-term loans and
short-term loans (earlier deferred) amounting to 560 million rubles.

The same decree deferred the repayment from kolkhozes on mone-
tary advances received from procurement organizations which
totaled 120 million rubles. The liquidation of the deferred indebt-
edness has to be carried out by the kolkhozes concerned during the
course of the 5 years beginning in 1970.

A further debt of 120 million rubles was canceled; this i'epresented
the amounts still due from kolkhozes in respect of the equipment
facilities, and machinery purchased by them on the dissolution of
the MTS and RTS.01

As a result of the cancellation or deferment of repayment of debts,
during 1965 kolkhozes were expected to pay about 800 million rubles
less on the repayment and servicing of loans than had hitherto been
envisaged.6a

C. PENSIONS

To correct an obvious injustice, it was announced at the March
1965 plenum that former kolkhoz members (including members of
fishing kolkhozes), whose land had been transferred to sovkhozes or
other state enterprises, would be assigned and paid old-age pensions
and disability pensions on the same scale as kolkhozniks, commenc-ing June 1, 1 6.04.Atlthe l3d Party Congress it, was promised that the minimum

I)ensions for workers, employees, and kolkhozniks were to be raised
'by more than 80 percent' and that kolkhozniks would henceforth
qualify for pensions at the same ages ns workers and employees; i.e.,
'55 years for women and 60 years for men.--

1). CREDITS

In 1965 kolkhozes were to receive state credits exceeding 7 billion
rubles, compared with a total of 4.7 billion rubles in 1964. The 1964
figure represented 38 percent of the kolkhozes' annual productive out-lys. About 80 percent of kolkhozes' operating expenditures durng
the first half of the year are covered by state credits.

Repayment terms of credit for capital construction were extended
from 15 to 20 years; annual interest on these loans is 0.75 percent.
Credits for the purchase of equipment were extended from 5 to 8
years.67

*E. CONVERSION TO SOVKHOZES
During the first 6 years of the 7-year plan, the number of kolk-

hozes was almost halved through conversion into sovkhozes and

NPravda, Apr. 20, 1965.
U Ekonomika Selskogo Khozyalstva, No. 6, 1965, p. 14.
"Pravda Apr. 20, 1965.
4 The existing minimum pensions were: 9 rubles a month for a single ex.kolkhoznik;12 rubles for a pensioner with one dependent and 15 rubles for an ex-kolkhoznik with twoor more dependents Pravda, July 16, 1964).

0 Pravda. A 6,1966.01 rud, 9..
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amalgamation (from 67,681 at the end of 1958 to 37,618 at the end
of 19-64). During the same period, the number of sovkhozes rose by
68 percent (from 6,002 to 10,075).68 Brezhnev implied at the March
1961 Plenum that this process was to slow down or halt altogether:
"At the present stage, it is not our duty to accelerate the transfor-
mation of one form into another, but to promote in every way the
development and prosperity of both types of public farming." So

*1

F. GUARANTEED PAY

The one concession which could go further than any other measure
of the new leadership in providing the basis for a renewed upsurge
in kolkhoz production was hinted at by Brezhnev at the 23d Party
Congress. 'It was proposed," he said, "to introduce guaranteed
monthly pay for the kolkhozniks in conformity with the level of
sovkhoz workers' piy for corresponding work specifications and
norms." 10 At the time of writing, no precise details of this pro-
posal had been promulgated. The discrepancy between sovkhoz rates
of pay and the kolkhoznik's income from the communal sector has
been considerable; in 1963, the former averaged 67.1 rubles a month,"1
while the latter (dor a slightly shorter working month) has been esti-
mated at 28.5 rubles in cash and kind."

The vicious circle which has hitherto plagued the kolkhoz sector
may briefly be described as follows: until the kolkhozniks stop de-
voting much of their time and most of their energy on their private
plots and livestock holdings, the communal sector will not yield a
response commensurate with the capital invested in it, it will not
adequately feed the population and it will not provide a decent liv-
ing wage to the farmers; until the kolkhozniks can earn a decent
wage from the communal sector, they must continue to cultivate
their private plots. However, even if the offer of a reasonable and
secure wage succeeds in tempting the kolkhozniks to devote more
time and energy to the collective task it is by no means certain that
the gross agricultural product will immediately benefit. The com-
munal sector's gain wvilbe the private sector's loss, and these private
plots have shown themselves to be remarkably productive.

A good start was made in 1965 toward raising kolkhozniks' earn-
ings to the level of sovkhozniks: in a year when the gross agricul-
tural product rose by only 1 percent, their average earnings grew
by 16 percent." IX

A. KHOZRASOHET

Ever since their inception in 1919, sovkhozes have consistently
made an overall loss, with the sole exception of 1956.74 In 1968
nearly 70 percent of all sovkhozes operated at a loss and required

* SSSR v Tslfrakh v 1964 godu, p. 95.
* Pravda, 27.8.65.10 Pravda, 80.3.66.
7 Narkhos 1964, p. 555.

Nancy Nlmltz, Farm Employment In the Soviet Union, 1928-63, Rand Memorandum
RM-4628-PR, November 1965, pp. 97 and 112.Is Pravda, 3.2.66.14 See Benedlktov's ill.considered admission in Kommunist, No. 18, 1956, p. 73.
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state subsidies of nearly 8 billion rubles.-" Even in 1964 a year
which brought bumper harvests of practically all crops, tle sovk-
hozes made an overall loss of 764 million rubles.10

At the March 1965 Plenum, Brezhnev declared that "the prin-
ciples of economic accountability (khozraschet) have been violated
in the very economic relationships between the state and sovkhozes
* * *. "We must renounce excessive regimentation in the distribu-
tion of capital investments and subsidies for sovkhozes, and transfer
sovkhozes in the near future to full economic accountability." "7

Later that year, an experiment was launched with the aim of
running sovkhozes omi a khozraschet basis. The pilot sovkhozes
taking part in the experiment were to receive the same prices as the
local -kolkhozes for their produce; like the kolkhozes they had to
finance all basic and working capital from their gross incomes."8
From this experiment it should perhaps prove feasible to make a
meaningful appraisal of the respective merits of the two systems of
socialist agriculture.

The bad weather of 1965 must have brought considerable losses to
the giant grain sovkhozes in the virgin lands, but other measures
which I improved the financial status of sovkhozes in general were the
increased delivery prices, which raised sovkhoz incomes by an esti-
mated 2 billion rubles and the decision that a sovkhoz would be per-
mnitted to retain 42 percent of the profits it generated. 9

11. PAY OF OFFICIALS

Sovkhoz officials had been nursing a very legitimate grievance over
their pay system. It appears that specialists like agronomists, engi-
neers, and veterinarians were penalized by the loss of up to 30 per-
cent of their base pay if their sovkhoz did not meet its annual pro-
duction targets, even if the failure were attributable to inclement
weather.80 This injustice was corrected by a decree of April 1965,
which also announced certain premia for profitability and costs re-
duction.81

X. THE PRIVATE SECTOR

A. RESTRICTIONS ON PRIVATE PLOTS LIFTED

One of the first actions of the new leadership was to lift the
"groundless" restrictions which had been applied to the size of pri-
vate plots and to the amount of livestock in private ownership. The
tax upon private holders of livestock in urban areas was also lted.82

These minute plots of land occupy only 3 percent of all arable
land in the U.S.S.R.; yet, with private livestock holdings, thy pro-
duce one-third of all agricultural production and one-sixth of all
marketed produce. Ideologically their retention may be objection-

lestlya, 25.11.64.
8ovetskaya Rossya, 24.4.65.
Pravda, 27.3.65.
Pravda Ukraln. 1?.11.65.Pravda, 10.12.417
For an articulate expoo of this grievance, see Sovetskaya Rossiya, 9.3.65.

s1 Pravda, 22.4.66.
0 Pravda 6.11.64.
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able but economically their contribution is essential, and has been
'implicitly admitted as such on repeated occasions by the new leader.
ship.

11. CREDITS VORl T1iE PURCHASE OF LIVESTOCK

On December 18, 1964, the U .S.S.R. Council of Ministers adopted
a resolution permitting (losbank to extend credits for the purchase
of cows and heifers to kolkhozniks, and to workers and employees
living in rural areas, cities and suburbs. A 5-year credit up to 300
rubles pet' family for buying cows and up to 150 rubles for buying
lieifers may be granted. Repayment of loans for buying cows begins
the second year, and for buying heifers the third year, after the loan
has been granted.83

C. SALE OF 3I1XED FEED AND FEED GRAIN TO PRIVATE LIVESTOCK HOLDERS

The State Committee for Procurements was instructed, in De-
cember 1964, to make available an additional 925,000 tons of feed
grain for sale to private livestock holders. A special trading net-
work was set up in towns and workers' settlements for the sale of
mixed feed and feed grain.84

XI. OTHER CONCT:SSIONS TO THE RURAL POPULATION

A. RURAL SURCHARGE LIFTED

A source of discontent in the countryside was the so-called rural
surcharge (selskaya nadbavka). This was a supplement of about 7
percent to the retail prices of many manufactured goods and food.
stuffs 85 and was justified by the higher costs of distribution in the
country. Although Brezhnev promised at the March Plenum to re-
move this surcharge, the state budget. was evidently under such pres-
sure in 1965 that it was found possible to free only one-half ol the
goods in question from the nadbavka in April 1965, while the re-
maining prices were adjusted in January 1966.80

B. CIJAJGOS FOR ELECTRICITY REDUCED

Soviet agriculture consumes only 4 percent of the electricity gen-
erated in the country, including only 2 percent on productive pur-
poses, yet even for this relatively small amount farmers had to pay
higher rates than urban consumers. The ending of this discrimina-
tion had been sought prior to the March Plenum,87 but again the
budgetary resources were so strained that it " vas not until January
1966 that power charges for the farmers were reduced from 1.9
kopeks per kilowatt hour to the urban and industrial rate of 1 kopek
per kilowatt hour.85

0 Izvestlya, 2.4.65.
'Ekonomicheskaya Gazeta, 9.12.64, p. 40.
Moscow Radio domestic service, 1900 hours O.m.t., 30.12.65.

W Pravda, 25.4.9i.
Izvestya 21.11.64.

sMoscow Radlo, domestic service, 1800 hours G.m.t., 4.1.60.
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C. KOLKHOZ MARKETS AND RAILROAD SALES

The fixing of prices by administrative order in the kolkhoz mar-
kets was ordered to be discontinued. Funds have been made avail-
able for the construction and modernization of buildings and facili.
ties in these free markets. Most of the food sold on the kolkhoz mar-
kets comes from private plots, some is surplus kolkhoz produce and a
little comes from hunters and fishermen who need no longer fear the
label of "'speculator" if they bring their trophies to be sold. Peas-
ants are also allowed, once more, to set up stalls on railroad plat-
forms and at river landing stages.8 0

XII. BUDOETARY RWDISTmBUTIoN

In addition to the growing state investments in agriculture, the
implementation of the various reforms listed above has necessita ed
a considerable redistribution of state budgetary income and ex-
penditure in favor of the rural sector in the 1966 budget and is also
reflected in the shape of the 5-year. plan. The magnitude of this
reallocation in 1965 and 1966 may give some indication of the total
impact of the new agricultural program during the next few years.

In 1965 the sum of over 2 billion rubles in budgetary outlays had
been set aside for meat subsidies and increased milk prices. Addi-
tional expenditures in the amount of three and a half billion rubles
were authorized to cover the increased prices of meat, grain, sun-
flower seed plus the cost of land improvement in certain kolkhozes
now assumed by the sta i Of this total, some 1.3 billion rubles was
to be paid to sovkhozes id could be set off against their annual
operating subsidies; the not additional outlay was, therefore in the
rion of 2.2 billion rubles. However, the reforms provided not
onlyofor additional expenditures but also for cuts in budgetary in-
come from the revision of kolkhoz income tax and the mitial de-
crease in the rural surcharge amounting to over 1 billion rubles.
In 1966 and subsequent years, the budgetary allocations will increase
with the higher planned purchases of meat and the anticipated
above-plan. purchases of grain, while the budgetary shortfalls will
be further increased by the lifting of the remaining rural surcharge
and by the sharply reAuced prices for vehicles, machine y and spare
parts purchased by the farms. This redistribution should be viewed
in the context of estimated state budgetary income and expenditure
averaging approximately 120 billion rubles during the period 1966-
T0.

XIII. CONCLUSION

Khrushchev's successors have introduced or proposed many sig-
nificant reforms aimed at improving the state of Soviet agriculture
and the rural population in addition to the measures listed above.
One of their first steps was to annul Khrushchev's bifurcation of the
CPSU into industrial and agricultural halves, which he pushed
through in November 1962. Lysenko has been publicly discredited
and several of his supporters removed from prominent positions,

S Sovetskaya Rouulya, 18.5.65 and Izvestlya, 14.5.05.
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although the harm he has done may take many years to eradicate.
Some of Khrushchllev's most harmful crop policies have been identi-
fied and discontinued. Matskevich was brought back from the
wastes of Kazakhstan to head a revitalized Ministry of Agriculture.
Plans were outlined at the 23d Party Congress to foster the siting
of subsidiary and handicraft industries on farms to provide year.
round employment. Similarly more food and light industrial
enterprises are to be constructed in the smaller towns and villages,
with the aim of mopping up the pockets of regional unemployment.
Finally, a genuine effort seems at last to be underway to reduce the
enormous economic, social, and cultural gap between town and coun-
try life.

The scope of the reforms implemented within the 18 months since
Khrushchev's removal is indeed impressive yet, as Kosygin and
others have admitted, this is only the beginning of a long and slow
road. No longer are to be heard boasts to overtake the United
States in per capita production of meat; at the growth rate pro-
Jected for the next .5 years, it will be after 1980, after the completion
date for the now-ignored 20-year program, before the Soviet per
capita consumption of meat and eggs can reach even the current
West European level.

Mstinuted per oapita suppIy

Kilograms per year-

United United Federal It.
States, Kildom, Franc, public of U.S.S.R.,

1962 12-43 960O- M1-4

Orains and pulses (as flour) ............... 6 87 106 82 176
Potatoes ........ ................ 47 04 194 128 126Sugar (refined). ................... 41 47 20 30 27Meatand poultry ................. .7 77 74 61 30

1ggs ........................... .19 11 13 4
Fats .............................. 21 23 17 26 9

Sources:
Western supplies "FAO Production Yearbook," vol. 17, 1963, pp. 248-249.
Soviet supplies, W. Katt in "Soviet Agriculture: The Permanent Crisis," editors, Laird and Crowley,
rager, IM, p. og109.

A host of obstacles remain which can nullify the financial and
material provisions of the reforms listed. At least three principal
stumbling blocks could be removed without the disbursement of ay
further resources. The first is the marked second-class status of the
kolkhoznik; it is to be hoped that this injustice will be at least par-
tially remedied at the forthcoming Third All-Union Congress of
Kolkhozniks. The second is the state and party's petty tutelage over
every phase and aspect of the farmer's activity. Lipservice was paid
at the March plenum to the necessity for. ending this stifling and
bumbling supervision by central and local bodies, but instructions
continue to pour from above which demand constant and detailed
meddling by outsiders, and the habits ingrained over 80 years die
hard: indeed, there has been little evidence during the past year of
any significant improvement in the operational independence and
autonomy of the farmer. The third is the lack of responsibility and
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interest felt by the kolkhoznik toward the communal land and prop.
erty of the kolkhoz. A radical solution for this has been aired on
occasions by the youth newspaper Komeomolakaya Pravda and
others: these advocate that teams of five or six kolkhoz families be
allocated an area of from 600 to 1,600 hectares, depending upon the
soil and the crops grown and granted complete opera ional and
economic autonomy over the farming of that land for a period of
several years. However, since such a development would virtually
sisify the removal of any raiaon d'etre for the :.-llhoz, it is im.
probable that the Soviet leaders would permit even a partial simple.
mentation of the proposal unless or until it becomes clear that the
current program of reforms is inadequate.

Stalin reputedly did not put a foot inside a farm for the last 25
years of his reign and chose to accept the picture of prosperous and
contented peasants conjured up by his filing industry. In contrast,
Khrushchev spent more time in the fields than, surely, any other
Prime Minister, yet his unbalanced and subjective management
brought Soviet agriculture to a new period of stagnation. From the
extremely frank account of the proieeding of the March plenum,
as recorded in the stenographic report, It is clear that the Soviet
leadership is, unlike Stalim, fully aware of the state of agriculture,
and is resolved to avoid Khrushchev's errors.

The capital inputs and financial concessions of the new agricul-
tural program perhaps go about as far as is presently feasible, in
view of available resources, to provide the preconditions for renewed
growth. The scheduled application of fertilizers and the provision
of machinery, irrigation and drainage alone should lead to an ap-
preciable return i terms of higher yields and output, regardless of
any improvement in the quality of aarm labor. A new sobriety has
come over agricultural planning; this is evidenced by the agricul-
tural targets for the next 5 years which, unlike Khrushchev's wholly
unrealistic projections, represent the upper limits of a feasible range
of production possibilities and may well be met, given average to
good weather. Yet although a response to these inputs may soon
be manifested by the production totals, it may take many years
before the party and state can gain the confidence and cooperation of
a peasantry which has been first brutalized then kept cowed and ex-
ploited for over 80 years.
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AGRICULTURE IN THE UNITED STATES AND U.S.S.R.

INTRODUMION

In the following tables the structure, resource allocation, and per.
formance of agriculture in the United States and the Soviet Uion
are compared. International comparisons can at best serve as a
rough measuring device for comparing agricultural performance.
The major unrevealed differences between the two countries are the
natural conditions and economic organization in which agricultural
production is carried out in both countries.

The Soviet Union lies in a latitude which is for the most part north
of that of the United States, and in this respect the U.S.S.R. is com-
parable with Canada. Generally speaking, climatic conditions in
the U.S.S.R. are much less favorable for agriculture than in the
United States, and many portions suffer from recurring droughts.

Land in the Soviet Union is the property of the Government.
Farm management, production, distribution, and the allocation of
resources between agriculture and other sectors of the economy and
within agriculture is planned and controlled by the Government.
The prices received for many farm products as well as the prices paid
by farms for inputs and by farmers for consumer goods are adiin-
istered by the Government in the U.S.S.R. In the United States
the Government plays an active role in many spheres of agricultural
production, marketing, and trade, but this takes the form primarily
of measures designed to work within the guidelines set by the market
for agricultural products. The objective of these measures is to
insure a smooth and plentiful flow of agricultural products to con-
sumers at home and abroad and a reasonable income to farmers.

Within the confines of these major differences the other distinguish-
ing characteristics of agriculture in both countries are clearly evident
from the tables. The Soviet Union uses much more land and labor
and much less capital, machinery fertilizer, and other economic inputs
than does the United States. Soviet agriculture is still relatively
backward and labor intensive, while U.S. agriculture is relatively
prosperous and cpital intensive. Agricultural output in the United
States exceeds that of the Soviet Union and agricultural productiv-
ity-per man, per acre, and per livestock unit--is much higher in the
United States than in the U.S.S.R. A large proportion of U.S.
agricultural production is exported and the U.S. diet is heavily
weighted with meat and dairy products, vegetables, fruits, and other
high quality products. The Soviet diet is still largely made up of
grains and potatoes and, even by Soviet standards, is deficient in
dairy and meat products, vegetables, and fruits.
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TABLE 1.-United States and Soviet Union: Agricultural resources

U.8.8.R.
as r;Item Year Unit United Soviet cnae

States Unions of United
states

(Percent)

Population ------------------ 194......... Millions .......... 192.1 227.7 119
Civilian labor force (work experience).. 1904 .......... do......... 85.1 4118.0 138
Annual average employment ....... 1.. 04 .................. do ............. 270.4 4103.4 147
Agricultural labor force (work expert. 1904 -----------.... . do ............. '7.1 4 46. 5 6M

once).
Annual average employment in agrl. 194 .................. do ............. 84.8 439.1 818

culture.
Farm share of total labor force (work 14 ............. Percent ........... 8.3 40.1 ..........

experience).
Farm share of total employment 1984- .-------- do..........8. &8 37.8 ..........

(annual average).
Sown cropland ................ 1984------ . Millions of acres. '308 528 172
Sown cropland per capita .........-. 1984 ........... Acres ............. 1.6 2.3 144
Tractors on farms .................... Jan. 1, 1965 ...... Thousands... 64,625 1,539 38
Motor trucks on farms ............. do.......... do....... ::2:: 954 33
Grain combines on farms ................... do ........... .d.....do........ 90 513 52
Agriculturalconsumptionofelectricity. 1904 ............. Billions of killo- 729.9 18. 4 62

watt-hours.
Use of commercial fertilizer In terms

ofprincipal plant nutrients:
Total .............................. 1984 ....... 1,000 short tons .... '8,131 5,600 68
Per acre of sown area ......... 194 ........... .Pounds ........... 59 21 38

I Narodnoe khozyaystvo 88SR v 1964, Moscow, 1965
I Statistical abstract of the United States U .8 Bureau of the Census, Washington D C, 1965 p. 5.
I Monthly Labor Bulletin, No. 48, U.S. Department of Labor, Washington, D.C., January 10 , p. 2-.
4 U.S. Bureau of the Census preliminary estimates.
'59 crops planted or grown. Crop Production 1965 Annual Summary U8. Department of Agriculture

(USDA), Statistical Reporting Service (SR), Washington, D.C. Dec. 0, 1i65, p. 43.
s Changes in Farm Production and Efficiency, USD , Economlo Research Service (ERS), Washington,

D.C., July 1905, p. 22.
I Estimated from average consumption In June. Agricultural Prices, USDA, SRS, Washington, D.C.,

November 1965 p. 23.
' Changes in Farm Production and Efficiency, op. cit., p. 27.

TABLE 2.-United States and Soviet Union,: Farm numbers and size, and selected
date per farms 1964

Soviet Union
Item Unit U.S. farms

Collective State farms
farms

Total ........................................ Number .... '3,479,000 2 87,00 10,078
Land area per farm ............................. Acres ....... '33 832,010 3140,026
Sown areaper farm 4.. ....... . . . . . . . . . . . . . . . . . . . do ....... 88 7 284 21405
Workers per farm ........................ Number. '1.4 J418 1721

' Number of Farms and Land in Farms, USDA, SRS, Washington, D.C., Jan. 12, 1966, p. 1.
I Narodnoe khozyaystvo.. ., op. cit., p. 245.
' Ibid., pp. 245 and 264.4Sown area divided by number of farms.
A Average annual employment divided by total number of farms.
* Collective farm households. Narodnoe khozyaystvo. . ., op. cit., p. 391.1 Ibid., p. 410.
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TABLE 3.-United States and Soviet Ut on: Crop acreage, 1964

477

U.S.S.R. asUnited Soviet percentage of
Crop States I Union United

States

1,000 GcTeS 1,000acre. Percent
Corn, grain .................................................. 57,291 12,602 22
Wheat ........................................................ 49,121 167,781 342
Rye. ........................................ 1,711 41,613 2,426
Oats .......................................................... 20,432 14,085 69
Barley ......- ---................................ . . 10,624 630621 M5
Sorghum grain ....................................... 11,977 (3)
Rice .......................................................... 1,786 494.28
Cotton ..................................................... 14,07 6,081 43
Soybeans for beans .................................... 30,764 (1)
Sunflowers .................................... (3) 11,384
Peanuts harvested for nuts ................................... 1,405 (8) ..........
Flax .......................................................... '2,831 39 1
Sugarbeets .................................................... 1,395 10,148 727
Sugarcane, for sugar and seed ................................. 578 (3) ------------
Tobacco ...................................................... 1,078 1410
Potatoes .................................................. 1,294 21,048 1,627
Sweetpotatoes .............................................. 183 (')3,652 ..........
Vegetables .................................................... 68,327
Fruits, grapes and berries, including citrus ................ 2, 880 5, 30 207
Citrus ................................. 778 (1
Hay, all ..................................................... 67,619 '66,331 97

' Crop Production.. ., op. cit., pp. 41-43, 51.
Narodnoe khozyaystvo . .. , op. cit., pp. 295-336.

3 Not available.
' Flax seed United States; flax fiber U.S.S.R.
' USDA estimate.
G U.S. 21 fruits only, Crop Production..., op. cit., p. 51.
' Narodnoe khotyaystvo. . ., op. cit., pp. 267, 268.
S Perennial and annual grass.



TABLE 4.-United States and Soviet Union: Yield per acre and production of major crops, 1964

Yields per U.S.S.R. Production U.S.S.R.
acre as percent- as percent-

Crop unit age of Unit age of
United United

United U.S.S.R. 2 States United U.S.S.R. a states
states'I States'I

Percent Percent
Corn grain..................................------Bushels.................6Z.6 27.8 44 1,000 bushels---------- 3,583,780 4 36Z 186 10
Wheat.........................................-- -----do ------------------ 26. 12.6 48--do..............---1,290,650 44120,843 164
R ye...........................................-- ----- do..................19.5 12.1 62.---do................-- 33.318 4503, 910 1,512
hAts..........................................--- ----- do.................. 4&.1 19.1 4- -- do...............-- 880.095 4 M8,687 31
Barley.........................................-- ----- do.................. 37.9 20. 4 54 --- do...............-- 402,895 4 1,003,110 2731
Grain sorghum---------------------------------- ----- do.................. 41.1 (a).................--do................-- 491,884 (5) ------
Rice, rough -------------------------------------- Pounds................ 4,096 1,725 42 1,000 short tons- --- 3,657 426 12
Cotton, t------------ ------------------------- do-----5..................5 67 1 1,000 bale .......... ,.15.180 8,200 54
Soybeans for beans............................Bushels............ .... 22.8... I----ll..... -- 1,000 bushels ---------- 701,917 49,186 1
Sunflower d............................... . . Pounds --............. ().................. I .1-------- ... 0shorttons -... . .() .......... -----

Peanut harvested for nts--......................... do ..... ............ 9 ()............ ..... do................. 1,102 (a)
Baxse .................................... B..he.s.................- 6 (--.............. 1,000 bushels -7.9 2I4........... 406--- (------
Sugarbeet . ............................... .Short tons ..............- 1 - - 5? 1,000 short tons .......... 389 89,500 382
sugarcane fr Suar and eed---... ..................... Tons .................. 3-- X6 .6......... ....... . . . .do. - -.. .......... 25,053 (a) -
Suar production ...................................................... I . . -o ................. do -.-............. 6,501 7,700 118
Tobacco .................................... Pounds-............... .228------------.067 989 48 1,000 lbs .......... 2 227,347 405. 646.........
Fiber flax ........................................ onds................() 194............ I ............ 1 1,000 short tons ......... (s) 381. ..
Peant.s ----------------........................... Hundredweight 185----(M 109 . . . 1,000 hundredweight - 239,403 '1,845,250 77
S tatoes................................do............................ 4 (8). ............o -. ,do. .......... . 15,284 (5)
Vegetables ........................................... tos............. () 125. ........ 1,00 short tons ......... M789 21,494
citrus..... --------------.......................... To.............. .-- ............(5) ............ .... do ................. 7,66 (5)
Grapes ............................................................ ).................d- ................. 3,489 898
Total fruits includingg citrus, grapes and berries)............... ....... ... ( (5)---0-1- - --------------- 10 M 891 10,466 55
Hay,ll knds ................. ................ hor..............L72 06 34.9. " do. - 1.......... 16,100 '37,030 32

'Area harvested. Crop Production,..., op. cit., pp. 41-43, 51.
2 Derived.
3 Narodnoe khozyystvo,.. . op. cit.
4 USDA estimate.
5Not available.
$Continental beets and cane, including Hawaii, Puerto Rico. and Virgin Islands for

1964-65. World Agricultural Productlon and Trade, USDA, Foreign Agricultural Service
(FAS), Washington, D.C., June 1965, p. &

7 From domestic beets only.
$ Government purchases (procurements).
' Perennial and annual grasses only.
'0 Excludes berries. Fruit Situation, USDA, ES, Washington, D.C., January 1966,

p. 29.
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TABLE 5.-United States and Soviet Union: Livestook numbers, 1965-beginning
of year

U.S.S.R. as
Livestock United Soviet percentage

States I Union I of United
States

M1ion head Mellon had Percent
All cattle ----------------------------------------------------- 107.2 87.2 81
Cows ......................................................... $50.4 d388 77
Hogs ---------------------------------------------------------- 53.1 52.8 go
Sheep ----------------------------------------------------- 26. 125.2 471
Horses ....................................................... ,3.0 7.9 263
Poultry ....................................................... 881.8 145. 0 119

' Livestock and Poultry Inventory, Januar 1, USDA, SRS, February 1966, p. 1.
I Narodnoe khozyaystvo.. ., op. cit., p. 3&0.
I Cows 2 years and older, included in cattle.
' Al cows, included in cattle.
I Data for 1964. Series discontinued by USDA.
I Chickens and turkeys only.
I All poultry.

TABLE .- United, States and Soviet Union: Production of livestook commodities,
1964

U.S.S.R.
United Soviet as percent-

Commodity Unit States Union' a of
United
States

Percent
Beef and veal ........................ Million pounds ......... '19,459 6,746 35
Pork ------------------------- do.............. 121531 4,630 37
Mutton, lamb, and goat .............. do ................. 716 1,940 271
Poultry meat .................................. to ................... 310,475 '1,323 13
Lard .......................... do.............. '2210 926 42
Margarine and shortening ..................... do ................... 04, 506 71,338 30
Tallow and grease .................. do ................... ' 4 408 542 12
Milk (cows) ...................... do............. 126, 598 119,048 94
Butter ............................... , do 11434 12,099 146
Es ........ ............... ............... 864.5 '26.7 41
Wol ............................. MIionpounds....... 1..265 '752 284

USDA estimate. Soviet series includes unspecified quantities of fat and offals. Offals and fat are
excluded in USDA estimate and these deductions provide the basis for estimated production of lard, tallow,
and grease.

' Livestock and Meat Situation, USDA, ERS Washington D C November 1065, p. 33.
' Turkeys chickens, and eggs. Production Disposition, Cash iecelpts and Gross Income, 1963-04,

USDA, 8R, Washington, D.C., April 1965, p.0.
I Narodnoe khozysystvo ... , op. cit., p. 21.
'Preliminary. Fats and Oil Situation, USDA, ERS Washington, D.C., November 1965, p. 17.
' Fats and Oil Situation, USDA, ERB, Washington, b.c., March 19065, pp. 24,26.
1 Narodnoe khozyaystvo... opcit.,p. 226.
' Milk Production, USDA 8R15 Wshington, D.C. Jan. 11 1966, p. 1.
' Milk Production and Dairy Products. USDA 8RA, Wshi on, D.C., Februar 1965, p. 11.
"t World Agricultural Production and Ifrade, USDA, FAB, Washington, D.C., eoember 1965, p. 27

683-591 0-66--pt. II-B--10
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TABLE 7.-United States and Soviet Union: Area of major
average, 1964

grains, 1955-59,

1955-59 average 1964

Item U.S.S.R. U.S.S.R.
United as per. United as per.
States I U.S.S.R.' centage of States I U.S.S.R.' centage of

United United
States States

1,00 1,000 1,000 1,000
acres acres Percent acres acres Percent

Corn, grait ............................. .66,409 11,853 18 87,291 12,602 22
Oats .................................. 33,093 36,109 109 20,432 14,085 69
Barley .........------- --............... 14391 24,809 172 10,624 83,621 05
Sorghum grain and pulses ............ 14.742 5,189 35 11,977 20,197 210

4 feed grains ......................... 1 28.635 77,960 61 100,324 106.50 108
Wheat- ......................... 49,128 18722 323 49,121 167,781 342
Rye ....................................... 1729 44742 2, 688 1,711 41,513 2,420
Buckwheat ............................. 90 5,384 5,982 41 3,459 8,437
Rice ................................... 1,547 299 19 1,786 494 28

4 food grains ....................... 52,494 200,147 398 52,659 213,247 405

Total, 8 grains ...................... 181,129 281,918 156 152,93 319,752 209

I Crop Production..., op. cit., p. 41.
3 U.S. and Russian Agriculture-A Statistical Comparison, ERS-Foreign-127, USDA, ERS, Washing.

ton DC,p.6.
S Narodnoe khozyaystvo..., op. cit.
4 Sorghum grain for U.S.; pulses for U.S.S.R.

TABLE 8.-United States and Soviet Union: fields per acre of major grains,
1955-59 average, 1964

1955-59 average 1964

U.S.S.R. U.S.S.R.
United as per. United as per.
States I U.S.S.R.' centage of States I U.S.S.R.$ centage of

United United
States States

Bushels Bushels Percent Bushels Bushel. Percent
Corn, grain ............................... 48.7 25. 0 51 62.6 28. 7 48
Oats ...................................... 38.7 22.9 59 43.1 19.1 44Barley ................ ;............... 29.5 17.8 60 37.9 20.4 54
Sorghum ain and pulses ............... 28.2 10.6 38 41.1 14.0 84

4 feed grains 6 ....................... 2,074748 71 35

Wheat ................................... 22.2 12.0 54 28.8 12.6 48
Rye ..................................... 15.6 18.4 86 19.5 12.1 62
Buckwheat ............................... 17.8 7.2 41 24.4 9.5 89
Rice, rough ............................ 70.9 3. 8 52 91.0 40.6 45

4 food grains & .................... 1,376 720 52 1,683 740 44

Total, 8 grains I ................... 1,874 762 41 2,366 8171 35

'Crop production ... , op. cit., i4.
'U.S. and Russian Agriculture .. ., op. cit., p. 6.
'Derived from tables 8 and 7.
'Sorghum grain for United States; pulses for U.S.S.R.
Pounds per acre.
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TABLE 9.-United States and Soviet Union: Production of major grains, 1955-59
average, 1964

1955-59 average 1964

U.S.S.R. U.S.S.R.
as per. as per.

United U.S.S.R.' centage United U.S.S.R.' centage
States,' of States of

United United
States States

Million Million Million Million
buahels bushels Percent bushels buahels Percent

Corn, grain ............................... 3,235 297 9 3,584 362 10
Oats .... ........................... 1,278 828 65 880 269 31
Barley ............................. 424 441 104 403 1,093 271
Sorghum grain and pulses i.............. 430 6 13 492 387 74

4 feed grains & ....................... 133 82 24 138 52 138
Wheat.............................. 1,095 1,911 174 1,291 2,120 184
Rye ...................................... 27 9 %218 33 604 1,627
Buckwheat ............................... 2 38 1, 900 1 633 8,300
Rice, rough ............................... 110 11 10 162 623 14

4food grains & ....................... 36 75 208 43 79 183
Total, 8 grains k .................... 169 107 63 181 131 72

I Crop Production. . ., op. cit., p. 40.
' U.S. and Russian Agriculture . .. , . cit., p. 7.
stUSDA estimate. The U.S.S.R. and ?astern Europe Agricultural Situation, ERS.Foreign.151, USDA,

ERB, Washington, D.C., March 1966, p. 5.
Sorghun grain for the United States; pulses for the U.S.S.R.

& Million short tons.
* Narodnoe khozyaystvo.. ., op. cit.

TABLE 10.-SOViet Union: Production of 5 major grains and total grain, USDA
estimates and offial Soviet estimates, 1958-65

(In million metric tons

Total grain 1 8 major grainsI

USDA 3 Soviet USDA 3 Soviet
estimates official' estimates official 4

1958 ........................................... 11. 0 134.7 110.0 128.
1959 ............................................ 94.2 110.5 90.6 115.3
1960 ............................................ 95.0 12. 6 89.4 118.4
1961 ............................................ 109.4 130.8 102.2 122.8
1962 .................................... 111.9 140.2 101.6 127.9
1963 ....................................... 89.3 107.5 81.6 96.5
1064 ........................................... 11.1 162.1 107.4 135.9
165 ............................................ 100.0 6120.5 '89.4 '109.8

1 Wheat, rye, barley, oats, corn for grain, millet, buckwheat, rice, pulses (immature corn excluded in
both categories).

2 Wheat, rye, barley, oats, corn for grain.
s Estimates are of usable grain. The U.S.S.R. and Eastern Europe Agricultural Situation..., op. cit.,
.a

P4 In bunker weight, I.e. as originally harvested, not cleaned or dried. Narodnoe khozyaystvo.. ., op.cit., V. 295.
$Preliminary USDA estimates.
I Sel'skaya tlzi', Feb. 8, 19M.
I SSSR v tsifrakh v 1965 godu, Moscow, 1066, p. 73.
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INSIDE THE AGRICULTURAL INDEX OF THE U.S.S.R.

SUMMARY

In view of the dynamic and continuing economic changes taking
place in Soviet agriculture, it becomes increasingly important to re-
examine and to review available data for measuring the economic posi-
tion of this sector of the Soviet economy.

A major shortcoming for measuring the importance and efficiency of
the agricultural sector has been the limited" amount of data on the
prices of agricultural products and on the quantity and value of ma-
terial purchases by agriculture from other sectors of the economy.

The present study was undertaken to fill this gap. Two sets of
Soviet agricultural price weights are compared and a determination
of their applicability in the construction of an index is made. Price
data used are those defined by the Soviet Union as uniform "compara-
ble" prices and procurement prices.

The results of this study show that the uniform comparable price
weights are the better of the two sets of price weights for approxi-
mating the Soviet valuation of gross agricultural production for 1 year
or for a series of years. Additionally, the data can be used to estimate
a net value added output of agriculture in fixed prices that conforms
closely to the Soviet definition of net agricultural output. With these
values it becomes possible to examine the economic efficiency of agri-
culture as view: by the Soviets as well as to reexamine the current
contribution of the agricultural sector to the overall economic growth
of the Soviet economy. I. ITmODtUCTON

The numerous agricultural policy changes introduced during the
Khrushchev period were not only designed to stimulate production but
also represented a beginning effort to modernize the total agricultural
plant. However, it is important to note that such changes as the up-
ward shift in the proportion of total investment funds for agriculture,
the upward adjustment of agricultural prices, and the long-term move-
ment toward fixed wages for agricultural workers have necessarily
made agricultural products more costly in relation to other goods and
services in the U.S.S.R. In view of these policy changes it becomes
increasingly important to refine existing economic guideines for meas-
uring the rate of change in output and to estimate a net ruble value of
production that couldbe used Fio analyze the efficiency of agricultural
production.

Although net agricultural indexes have been published in various
studies in the United States, no effort has been made to relate them to
Soviet indexes., Moreover, since the numerous indexes were calculated

I Economic Research Service: 1966. The U.S.S.R. and Eastern Europ Agricultural
Situation, Review of 1965 and Outlook for 196 U.S. Department of Agriculture, March.

Johnson D. Gale: 1968. "Agricultural Production," E1conomic Trends in the Soviet
Union. A. bergesen and S. Kusnets, Harvard University Press, Cambridge, Mass.

Joint Economic Committee, Congress of the United States:
1964. Annual Economic Indicators for the U.S.S.R., Washlngton, D.C., pp. 2942.
1962. Willett, Joseph W., "The Recent Record in Agriculture,' Dimensions of Soviet

Economic Power, Washington, D.C., p. 98.
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from various price weights, the computed values need adjustments
when used in the analysis of Soviet national income.

The purpose of this monograph is to develop a methodology for
calculating a net ruble value of agicultural production in fixed prices
which would approximate the official Soviet version. While there are
reasonable doubts about the adequacies of official Soviet statistics and
using them for analysis 2 these shortcomings are outweighed by the
need to gain a better understanding of how the Soviets measure agri-
cultural production.

II. OFFICIAL DEFINITIONS AND CONCEPTS OF SOVIET GROSS AND NET
AoRICULTURAL PRODUCTION

The first postwar publication of an official index of agricultural
production appeared in the Statistical Yearbook for 1958 and an
extension of this index has been published in subsequent yearbooks.
The index is defined as an index of the gross production of agriculture
and is derived from the summation of the gross value of crops,* live-
stock,** flowers and decorative plants, and unfinished production-a
vague term which is related to the value of work performed in the fall
on crops that are harvested in the summer of the following year.'

The index of gross production of agriculture is calculated from offi-
cial production data of crops and livestock at the so-called comparable
uniform all-Union prices established by the Central Statistical Ad-
ministration of the U.S.S.R.' Comparable prices for agricultural
products have been defined as the average prices of the marketable and
nonmarketable products of agriculture in a given base year. The aver-
age prices used in the official index include: 1951 base prices for the
period 1950-56; 1956 base prices for the period 1956-58; and 1958
base prices for the years after 1958.

According to Soviet statements, comparable prices have been derived
from the average procurement and market prices for both marketable
and nonmarketable portions of farm production. A closer analysis,
however, shows that a wide range of prices actually is used. For col-
lective and state farms the average price of the marketable portion of
agricultural products is based on the official sales price of such com-
modities to the state. State farm products, for example, are valued at
the low procurement prices which existed during the noted years. In
contrast, the prices of agricultural products produced on the house-
hold plets of collective farm members and other private plot holders
are valued at the higher average free market prices.

iS.Foreign Agriculture: 1965. Waiters, Harry E., Soviet Agricultural Statistics, Wash.in on, D.C.. March 22.
Vahan, Areadius: 1963. "Soviet Statistics of Agricultural Output," Soviet Agricultural

and Peasant Affairs, University of Kansas, Lawrence, Kans., pp. 184-168.Richter, Luba O. : 1963. "Commentary on Soviet Statistics of Agricultural Output,"
Areadius kahan, Agricultural and Peasant Affairs, University of Kansas, Lawrene Kans.,
pp. 101-168.

Volln, Lazar: 1951. Agricultural Statistics In Soviet Russia: Their Usability and Re-
liability, American Statistical Association April-May.

*Crops include: grain crops, Industrial crops, tubers, vegetables, melons, berries, fruits,
feed, legumes flowers, and decorative plants.

*Livestock include: the Increase and accrual of liveweight of livestock and poultry and
the value of livestock breeding I e., the amount of milk wool eggs, down, and honey.

Kuarade, 0. Z.: 1980. 8pravochnik ekonimlsta, Tiblls , Izdatel'stvo, GSKhI.
'Ibid.
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For the nonmarketable part of production-that production used
for personal consumption or for further production in agriculture--the
average price of a commodity for collective and state farms is derived
by.estimating the cost of production of a particular commodity, but the
price used for commodities produced on the private household plots
is an average of the procurement and free market prices."

Although this artificial determination of prices of agricultural com-
modities has been criticized by Soviet economists for its inaccurate
reflection of the actual costs of production, the concept of comparable
prices appears to be the basis for computing the gross value of agri-
c cultural production of the U.S.S.R.,

Since the concept of gross agricultural production in the Soviet
Union includes the value of all agricultural commodities, some por-
tions of crop production in effect are subject to a double count. Gross
agricultural production accordingly is calculated without deducting
the value of products that are used for further production in agricul-
ture within the same or other farm enterprises; e.g., seed, livestock
feed, etc. The value of livestock feed for example, is counted not
only as part of the gross of field crops but also as a part of the gross
production of animal products.

Because of such double counting, the Soviet aggregative data of
agricultural production cannot be used for the many purposes of eco-
nomic measurement and comparisons customarily employed by West-
ern economists. That Soviet economists are aware of this shortcoming
is evidenced by the fact that net agricultural production is calculated
for inclusion in the total national income, although there is no'official
record that a net ruble value of production in fixed prices for a series
of years has been published.

The net index of agricultural production, according to an official
Soviet definition, represents that part of the value of-gross produc-
tion which has been created by.labor, and is calculated as the difference
between the value of gross agricultural production of a given year and
the value of all material expenditures for the production of agricul-
tural products in the accounting year.8 The net agricultural produc-
tion, thus defined, conforms more nearly with the western concept of
net value added and, if published, would be an invaluable guide for a
deeper analysis of the agricultural sector of the Soviet Union. Lack-
ing data the problem becomes one of developing a methodology for
calculating a net value added index in fixed prices which would ap-
proximate the official Soviet index.

III. COMPONENTS OF THE GROSs AoRICULTURAL PRODU'rloN INDIM

Because of the wide acceptance in academic circles that Soviet
agricultural statistics are generally inflated, little attention has been
given to developin a gross and net production index employing Soviet
statistics and metlodflogy. Alternatively, changes in Soviet a
cultural production have been analyzed from data that are based on
the estimated production of the 11 most important agricultural crops
and animal products, including changes in inventories of livestock.9

Ibid.
? Grushetskiy, L. : 1963. Planovoye khosymystvo, No. 6, June, pp. 64-70

Op. cit., 3.
'Op. cit., 1, Johnson and WiIlett, Economic Research Service, USDA.
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State procurelnent prices paid to collective farmers in 1958 were used
to weigh tile components in the Johnson and Willett indexes and
average West European prices for 1957-59 for the USI)A index. In
order to avoid double counting of colnlnodities used in the production
of other agricultural products, deductions were made for the amounts
of grain, potatoes, and milk fed to livestock and for the amounts of
grain and potatoes used as seed. The indexes constructed from the
data were defined as net of the gross aniount after deductions of agri-
cultural products consumed or wasted in the further production of
agricultural products, and have been used principally to estimate the
direction of change in agricultural production over a period of time.

The usefulness of these indexes is limited by their incomplete cov-
erage of agricultural )roduction, by the absence of deductions of the
value of material purchases from other sectors of the economy, and
consequently by the inability to directly compare tlemi with Soviet
measures.

Since the objective of this monograph is not to debate the validity
of Soviet statistics, but. rather to approximate the net ruble value of
output, that would be similar to official data, the prinilary need to reach
his objective was to find production and price data of the commodities
used by" the Soviets in their official calculation of gross agricultural
prodiution and to use this base for developing a net ruble value of
production.

Official production data for most. of the commodities used in the
calculation of the official gross production index is readily accessible in
official yearbooks. Price data that would fit, the Soviet definition of
comparable uniform prices were more difficult to locate. Most of the
price weights finally used were those derived from an aticle on "The
Methods of Calculating Comparable Prices for Farm Produce," pub-
lishued in Planovoye khozyaystvo.10

The published comparable prices for 1958 and the calculated weights
in relation to a metric ton of grain are shown in table 1. These prices
were combined with the official production data of 1.5 aricultura1 field
crops,* major livestock products,** and changes in ivestock inven-
tories to compute tlue gross value of agricultural production for the
years 1953 through 1965.a The results of this exercise, which are shown in table 2, indicated
thnt the calculated grosq value of production for the noted years coln-
pared very favorably with the official values. The calculated index
also moved in the same direction in nearly all years and the magnitude
of change from year to year' is reasonably close to the officialindex.

Additionally, the calculated gross value of production, except, for
1953, was always less than the official data. Separate calculations of
crop production and livestock production, moreover, indicated values
that were consistently lower than official data. This shttistical dis-
crepancy can be partially attributed to the incomplete coverage of
crops and livestock produci'ts, tile omission of unfinished fieldwork, the
use of a standard conversion factor for estimating the slaughter

to op. cit., 7.
*AllI grain, sunflower seed, sugarbeets, raw cotton, flax fiber, flaiseed, potatoes, grapes,

tea leaves, tobacco, tuakhorka, vegetables, friiits and berries, hay and straw.
003eat, including poultry: milk, eggs, andi wool.
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weights of livestock, and the lack of precise data for the various grades
of livestock products.

A second index was made by using the 1958 official procurement
prices paid for agricultural products' produced on collective farms.
Although these prices do not fit, the definition of "comparable" prices,
they have been used before as price weights, for example, in the
indexes constructed by #Johnson and Willett. Tie gross value of pro-
duct ion, calculated from these prices, is lower than that obtained byuing te 1958 "comparable )price weights, see table 2. Moreover, the

index computed with the "comparable' prices is generally closer to the
official index than is the index computed with procurement. prices.
Therefore it seems that the "Comparable" prices reproduced in table 1
at. least closely approxmiate the prices used by the Soviets in computing
th official index of gross agricultural production.

IV. BUILOINU .% Nt.r V,hE ADDED INDEX

'Plie construction of a. net value added index from the previously
calculated value base required two steps. The first was to estimate
the production of each agricultural commodity consumed or wasted
by tile agricultural sector to obtain a net value of production, and the
second to determine the value of the inputs purchased by agriculture
from other sectors. The value of these purchased inputs was then
deducted from the net value of production to arrive at the estimated
net value added.

Basic to the first, step was the acceptnce of the 1958 comparable
prices as the best. choice of price weights as well as the acceptance of
the feed rations, spoilage and waste factors developed in USDA studies
of Soviet agriculture. A 10-percent waste factor was also applied to
the gross production of vegetables and fruits anid berries, but no waste
or loss was considered for flax seed, tea, tobacco, ind mnakhorka. The
results of tihe first. step atre shown in titble 3, which presents the cal-
culated data in the form of two indexes, one representing a calculated
gross value of production and the other representing a calculated net
value of production. The latter is defined as being net of the calculated
gross after deducting the percentage value of agricultural products
consumed or wasted in the further production of agricultural products.
An additional calculation in the same table also shows the value of these
deductions as a percentage of total gross production.

From the data in table 3 it. can be seen that the movement, and
magnitude of change of the two indexes are very similar for the years
up through 1958. A break in the direction of the two indexes, how-
ever, developed in 1959 and this is reflected in the upward shift in
the percentage of agricultural production consumed and wasted in
the agricultural sector after 1958 though 1960. While it is difficult
to find Soviet, data, to check the estimates of losses over a period of
years, it can be shown that the calculated percentage of consumption
and waste by the agricultural sector for 1959 is approximately 18
percent higher than that of the official 1959 estimate made by the
Soviets for the imput-output flow table published in 1960.11 Although
this single check is inadequate to draw positive conclusions, the con-

It 1960. Narodnoe khosyaystvo 88SR v 1960. Moscow, pp. 186-148.
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siderable error suggests that. the agricultural sector may have been
credited in the Soviet accounts with a value for waste, harvested loss
and spoilage; i.e., the "bunker weight" output of crops is being valued
despite the fact that part of this is excess moisture, trash, and dirt.

There may be some question of the comparability of the prices de-
rived from the Soviet input-output flow table, particularly since this
flow table was constructed in terms of 1959 final purchaser's prices;
e.g., prices which include transportation margins as well as turnover
taxes. But after deducting the transportation and distribution mar-
gins in the input-output study, the gross value of agricultural produc-
tion in terms of 1959 final purchaser's prices amounted to 50.1 billion
rubles as compared to the officially reported value of 49.6 billion
rubles.

Estimates of the cost of material purchases from other sectors have
been made only for the period 1958 -through 1965. The maj or source
of information for estimating the cost of material purchases was
the above-mentioned input-output study, table 4. Average prices
paid for material inputs were calculated from this data. These prices
were then applied to changes in the consumption of material inputs
for the years noted (1958-65).

Because official data on the consumption of material inputs for agri-
culture are limited, some estimates were made. It is believed, however
that these estimates will not adversely affect the aggregative cost oi
material inputs in a single year.

Official data are avaiable for the consumption of mineral fertilizers
and electric power. The consumption of oil and lubricants is an esti-
mate.1 2 Feed products produced by the food processing industry in-
clude the aggregated quantity of milled byproducts, oil meal and cake,
and the pulp oi sugarbeets. Milled byproducts have been estimated
from the total flour production for a single year;* oil meal and cake
is the residual after the processing of sunflower seed for oil ;** and
beet pulp has been estimated at 50 percent of the raw crop by weight,
containing 8 to 10 percent dry matter. Official data on the horsepower
of trucks and tractors available to agriculture has been used as a sub-
stitute for estimating the cost of spare parts.'  It has been assumed
that a direct relationship exists between the amount of horsepower
and the cost of replacements. The number of trucks, tractors, and
combines were used as a substitute for calculating the cost of repairs.
Again a direct relationship between the number of units of equipment
and the cost of repairs was assumed.

It has been estimated that the total amount of these selected inputs
in any single year amounted to approximately 87.8 percent of the
total value of all material purchases by agriculture.t

12 1964. Yedlnyy energeticheskly balans narodnogo khozyaystvo. Moscow, pp. 296-307.
*Extraction rate of flour has been estimated at 80 percent and the residual used as an

estimate for byproducts.
**Extraction rate of sunflower seed has been estimated as 35 percent and the residual

used as an estimate for cake and meal.1 1965. Narodnoe khozyaystvo 888R v 1964, Moscow. pp. 378-880.
t Estimate based on value data of Input/output study made in 1959. Projections through

1965 assumed that the value of other inputs increased at the same rate as the increase of
selected Inputs. Included in this group are glass, rubber, paper, sheet metal, lumber
products, metal products, electrical machinery, and other chemicals.
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The final estimates of the cost of nonagricultural purchases derived
fiom this methodology indicated that the total volume of purchases in-
creased at the rate of 6.1 percent per year during the 1958-65 period
and that the total costs of all inputs range from 9.5 to 12.7 percent oI
the gross value of agricultural production during the same time period.

V. CONCLUSION
The preliminary estimates of the net value added to production by

agriculture and an index calculated from this data are shown in table 5.
The most significant estimate is the percentage decline in production
for 1963. Since the net value added derived by the outlined meth-
odology follows Soviet practices and concepts, it is believed that the
results would not only be in close harmony with the official Soviet
estimates of net agricultural production but also that this data could
be used to make preliminary measurements of the performance of
agriculture.

It may be pointed out that where statistical checks of official data
could be made, the results show that the final estimate of the net value
added appeared to be within a tolerable range of statistical error.
Official data of net agricultural production in 1958, presumably in
1958 prices, for example., show that the net value of agricultural pro-
duction in the national income account. amounted to 30.5 billion rubles
and that the calculated percentage difference between the official gross
agricultural production And net agricultural production in constant
1958 prices amounted to 37.1 percent.14  The estimated net value added
for the same year amounted to 30 billion rubles and the percentage
of waste, consumption by the agricultural sector, and material pur-
chases amounted to 38.1 percent.

The index of value added does not always move in the same direc-
tion as the index of gross output and the magnitude of change of the
two indexes differs.

Observations made from the compiled data of the net value added
production show that the index of value added does not always move
in the same direction as the index of gross output and that the magni-
tude of change of the two indexes differs substantially in some years.
The net value added index thus appears to be a better indicator of the
true state of agricultural production. Moreover the upward move-
ment in the value of material purchases by agriculture from other sec-
tors after 1958 allows for some judgment of the cost involved in rais-
ing the level of agricultural output.

Although this first estimate of a net value added output is not
without statistical shortcomings, its intended use is to provide an
alternative tool to measure agricultural production in the Soviet
Union during this period of change and controversy over prices paid
for agricultural products, farm wages, and even the more recent argu-
ments for introducing the concept of land rent.*

It 1065. Narodnoe khosvaystvo SSSR v. 1964, Moscow p. 677. 1962. Problems of Eeo.
notac, International Arts and Science Press, August, Inter-Branch Balance and its Use inPlanning; L. Berrl, F. Yotsvog and S. Shatalin. Inter-Branch Balance of the SovietProduct and its Economic Content : M. Eldelman.

*Because land and capital, with minor exceptions, belong to the state, these factors ofProduction are not compensated in the explicit factor payments recorded in money flows.aside from minor exceptions, such as rent of state housing and interest on bank deposits.
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TABLE 1.-Prices and price weights used for the construotion of gross agricultural
production index in the U.S.S.R.'

Uniform
comparable Weights In

Commodity prices 1958 terms of
(rubles per grain
metric ton)

Grain ..................................................... 58. 0 1.
Sunflower seeds ........................................... 167.7 2.9
Sugarbeeta .................................................. 22.6 .3
Raw cotton ............................................................ 321.6 .6
Flax fiber .................................................................. . 1,512.0 26.3
Flax seed .................................................................... 381.4 6.6
Potatoes ..................................................................... 86.0 1.4
Other vegetables ." .......................................................... 80.0 1.4
Fruits and berries I ......................................................... . 266. 8 4.6
Orapes .......................................................... 372. 0 6. 4
Tea leaves . ................ ........................... .766 8 13.6
Tobacco .............................................................. 1,18. 8 20.
Makhorka ................................................................... 448. 3 7.8
Hay ........................................................................ . 33.9 .7
Straw ....................................................................... 4.4 .07
Cattle 3 .................................................................... . 52. 0 9.5
Sheep and goats ............................................................ 659.6 11.4
Hogs ................................................ 889.0 1.3
Poultry I.................................................................... 1,601.1 27.7
Milk ............................................. . .. 123.6 2.1
E gg. .......................................... .. 77.7 1.3
W o0 1 ............ ........................................ 2,372.2 40.9

1 Planovoye khotyaystvo, No. 6, June 1963, pp. 64-70.
' Estimated from data in Sbernik sprayvocnlikh materialov dya kolkhozov, Moscow. 1969.
3 The price per ton of meat Is determined from the weight on the hoof- estimated price of slaughter weight

of all livestock was calculated from slaughter factors and amounted Lo approximately 1,212.2 rubles per
metric ton.

' In thousands of units.

TABLE 2.-OS ial gross value of agricultural production and index of production
compared with calculated values and indexes

Billion rbles
............. Calcu. Calcu.

lated lated
Calcu- Calcu. Official Index of index of
lated lated Index Annual comp. Annual procure. Annual

Year Offcial o ir gross (1953- rate of rable rate of iment rate of
gross p uc. produce 100) change prices change pces change

produc- tion In tion in (153- (1953.
tionI compa-procure. 100) 100)

able meant
pric prices

1953 ....... 32.3 32.3 2.6 10........... 180.......... 10 .........
195 ....... 34.2 33.4 306 16 +6.0 103 +3.0 103 +3.0
1935 ....... 37.6 36.8 35.9 118 +10.0 114 +10.7 12 +17.4
193 ....... 42.6 42.2 38.8 132 +13.0 131 +14.9 131 +8.3
1957....... 44.1 42.2 39.4 137 +8.8 131 +1.6 133 +1.5
1968....... 48 47.0 44.6 150 +10.0 146 +11.4 151 +13.
1959...... 48.7 47.0 44.1 161 +7 146 +7 149 -1.3
1960 ....... 49.8 47.6 4.0 164 2.0 147 7 152 +2.0
1961 ....... 51.3 48.4 46.0 169 +.2 160 +2.0 156 .0192 ....... 1.9 48.4 4.9 1 +1.1M....... 48.0 4.6 42.6 149 -7.5 -6.0 144 -9.4
1964....... 9 6 a 48.6 170 +14.1 158 +12.0 164 +18.9
1965....... 66.3 52.0 49.6 171 +.6 161 +1.9 168 +1.0

1888R v tsifrkh, 1965, Moscow, 1966, p. 70.
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TABLE 3.-oomparison of indexes of calculated gross and net production and the
percentage of production consumed and wasted by the agricultural sector

[In comparable prices

1953=100
Percent

Year consumed
Index of Index of and wasted

pctro. net produo.d ton tion

1953 ........................................................... 100 100 2 2
1954 ........................................................... 103 104 27.0
155 ........................................................... 114 117 2A6
10 ........................................................... 131 130 28.4
1957 -------------------------------------------------------- 131 131 28.3

15 ........................................................... 146 145 28.6
1959 --------------------------------------------------------- 146 143 29.4
190 .......................................................... . 147 144 29.9
1951 961 ........................................................ 150 153 26.8
1962 ........................................................... 150 152 27.3
103 ........................................................ 141 141 24.9
164 ...................................................... 158 160 26.4
19651 ................................................... 161 160 28

'Preliminary.

TABLE 4.-Percentage distribution of material
sector in 1959

purchases by agricultural

Percent of
Producing sector: total value

Metal products -------------------------------------- 0.4
Coal --------------------------------------------------- 0.2
Oil ----------------------------------- 21.5
Other fuels and electric power ---------------------------- 1.8
lElectrical power machinery, equipment, and tools --------------- 1.1
Spare parts for agricultural machinery and trucks ------------------ 8.7
Sheet metal -----------------------------------------. 2
Repairs for all equipment ------------------------------- 21.1
Fertilizers ------------------------------- .8
Other chemicals -------------------------------------- 1.1
Lumber products ------------------------------------- 8.0
Feed concentrates and other feed products ------------------- 32.4
Other products (glass, rubber, paper) ------------------------. 2

Total ------------------------------------------ 100.0
1 Narodnoe khozyaystvo 888R 1960 Moscow, 1960, pp. 136-143. Does not Include

capital outlays for the purchase ok fixed capital. Estimates of fixed capital outlays in 1969
amounted to 5S,100,000,000 rubles.

TABLE 5.-lstimated met value added production of agriculture
1958-63 omparable prices

is the U.8.S.R.,

Esti.
Official Less LeA pu- mated

cross feed, Percent chases Percent net
produc- Index seed, and of gross from of gross value Index

Year Ion (1958- waste produc- other produc- added (15-
(billion 100) (billion tion sectors lion produc- 100)
rubles) rubles) (billion ton

rubles) (billon
rubies)

19 ............... 48.5 100 13.9 A86 4.6 9.5 30.0 10019 5.............. 8A7 100 1i8 29.4 4.0 10.1 29.5 98
1960............... 49.8 103 14.9 29.9 5.0 10.0 29.9 100
1961...............5$1.3 106 13.7 26.8 5.8 10.3 32.8 109
19623............... 51.9 107 14.2 27.3 5.7 11.0 32.0 10?
1963............ . 48.0 101 12.0 24.9 6.1 12.7 29.9 10019 ........... 54.9 IS 14.5 2 4 6.6 12.0 33.8 Iii
195 I.............. 55.3 114 15.8 28.5 7.0 12.7 32.5 108

'Preliminary estimate.
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RECENT TRENDS IN CONSUMPTION AND DISPOSABLE
MONEY INCOME IN THE U.SSR.

I. INTRODUCTION

One of the basic measures of the performance of an economic system
is its success in providing for the material welfare of its members.
With such ringing phrases as "Everything for man, for welfare!" 1

Soviet ideologists constantly proclaim communism's superiority in this
respect. Certainly one of the principal aims of Soviet policy is to
raise the level of living of its citizenry. However, this goal must
compete for the allocation of resources, with the demands for military
and space programs and for modernization of plant and equipment
throughout the economy. Because of its control over economic re-
sources, the regime can manipulate the annual share of gross national
product (GNP) allocated to consumption. In addition, through its
investment policies the regime can determine the level of inputs. for
those sectors of the economy that directly supply the consumer-the
light and food industries, agriculture, and services.

The formulation of a policy for allocation of resources among the
major claimants-consumption, defense, and investment-is inter-
twined with the whole fabric of Soviet domestic and foreign policy.
In the absence of Stahinist repression, the leadership must heed to some
extent the. popular expectations of a better life. Moreover, the pros-
perity of the industrial West continues to whet the appetites of Soviet
consumers for more rapid progress. Growing contact with the West
presumably accelerates this process.

II. TRFiNDS I, CONSUMPTION

The Soviet population lives markedly better in the mid-1960's than
it did at the end of the postwar reconstruction. Between 1950 and
1958, per capital consumption grew at an average rate of over 5 percent
Ver year, but since 1958 the rate has fallen by one-half.* (See fig. 1.)

evertheless, Soviet consumption per capita has increased from 27
percent of U.S. consumption per capita in 1955 to 31 percent in 1964.

With respect to the major categories of consumption, the annual
rate of increase in the consumption of food has been low and declining
over time; that of services has been steady and somewhat higher than
that for food; that of soft. goods has been greater still but has slowed

I Sovetskaya tor ovl a, July 10, 1965, p. 1.
*Some part of tits Ieline may have been offset by better quality of goods and services.

Despite the myriad complaints concerning the quality of goods, observers agree that both
'ariety and workmanship of consumer products have improved noticeably In recent years.
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Fiouns 1.-USSR Average annual rates of growth in per capita consumption,
1959-165 "

6.0

1951-55 1956-59 1960-62 1963-65
a )erived frbm the index of consumption, Appendix A.

down appreciably; and that of durable goods has grown most rapidly.
(See fig. 2.)

A. FOOD AND BEVERAGES

Soviet citizens consume on the average about 3,100 calories per day,
or about the same as in the United States. This level, reached by 1953
and maintained since, is adequate for the energy requirements of the
Soviet populace. But along with the expansion in real incomes of
the population since 1955, the demand for better quality food such as
meat and eggs, more variety, and more conveniences has grown. In
these respects, changes in the daily diet have not matched consumer
expectations. Table 1 shows the trends since 1950 in per capita con-
sumption of the major categories of food.



FioGUs 2.-USSR: Index of Growth in Per Capita Consumption by Major Component 1950-6 1

(Plot acceding to table 8)
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ISee Appendix A for a discussion of the nature of the data used to derive the indexes and the method of construction.



502 NEW DIRECTIONS IN THE SOVIET ECONOMY
S

TABLE 1.-U.H.8.R.: Average annual rates of growth in per capital consumption
of food, 1951-65'

[In percent)

1951-58 1Q505

Al food- ................................................................ 1 4.2 1.7

Animal products ------------------------------------------------ ---- 4.8 2.2
Processed foods ................................................................- 8.4 4.3
Basic staples ............................................................. 0.4 -1.2

I Separate foods were aggregated by use of price weights. Animal products include meat, fish, milk and
milk products, and eggs. Processed foods include canned goods, macaroni, margarine and vegetable oil,
sugar and confectionery, beer, wine, champagne, and vodka. Basic staples include vegetables, potatoes,
and bread and flour.

Per capita consumption of basic foods such as bread and potatoes
fell absolutely after 1955 as the supply of animal products and proc-
essed foods such as sugar, canned goods and beverages increased
rapidly. After 1959, however, the demand for more meat and dairy
products was thwarted by the failure of domestic supply to maintain
previous rates of expansion and the unwillingness of the regime to
authorize imports. As a result the rate of increase in per capita avail-
ability of animal products declined by more than one-half during
1959-63. Beginning in 1964, however, the decline in this growth rate
apparently was halted.

As incomes rise, consumers tend to substitute animal products, vege-
table oils, fats, sugar, and other "quality" foods for the starchy staples
such as potatoes and grains. A change in the share of calories derived
front starchy foods, the so-called starchy-staple ratio, therefore, is a
good indicator of the changes in the quality of diet that have occurred
in the U.S.S.R. In 1953, 70 percent of the caloric content. of the
average Soviet diet originated in starchy food, 15 percent in animal
products. By 1960 the percentage of calories from starchy foods had
dropped to about 62 percent (compared to 24 percent in the United
States 2) while animal products supplied almost 20 percent, a decided
improvement in diet. From 1960 to 1964, the starchy-staple ratio
held nearly constant. But following a large boost. in production of
meat and milk in 1965, increased availabilities of these foods reduced
the starehy-staple ratio to 57 percent.

B. SERVICES

Housing is a particularly vexing problem for the Soviet consumer.
Rapid urbanization and low rates of investment in new housing com-
bined to hold per capita living space* for the entire country static
during the early 1950's at slightly more than 5 square meters. The
new Khrishchev govei nment. pledged itself to "overcome the housing
shortage," and in 1957 increased state investment plus encouragement
of private home building led to a sizable boom. But these policies were
both short-lived, and by 1964 the level of investment in housing con-

s U.S. Department of Agriculture, "U.S. Food Consumption," Statistical Bulletin No. 864.
p. 65.

*Living space Is defined In the U.S.S.R. to Include living rooms, dining rooms, and
bedrooms: I(does not Include bathrooms, kitchens, hallways, and corridors.
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struction was 11 percent below the peak achieved in 1959. Housing
space constructed during the 7-year plan (1959-65) fell 30 percent
short of the target of nearly 1 billion square meters. Per capita living
space in 1965 was about 61/2 square meters, far short of the officially
designated minimum norm of 9 square meters and less than half the
available space per capita in Austria or West Germany.

Although there has been no striking improvement in the per capita
supply of living space, there has been an appreciable improvement in
personal privacy. Rooms are smaller, thus fewer people per room
and most new state-built apartments now include private baths and
kitchens. In addition to new building, much of the reconstruction
of old buildings emphasizes creation of smaller, more rationally
planned apartments.* However in Moscow alone, 40 percent of the
housing in 1964 was obsolete b Soviet standards, with tenants forced
to use community kitchens ant bathrooms.5

The other services have advanced steadily. Household expenditures
for utilities continue to grow, although a large backlog of demand for
provision of gas and electricity remains. The population has also
used an increasing share of its growing income for transportation, per-
sonal care, and repair services. During the past few years the plan-
ners have placed great emphasis on increasing the number of clothing
and appliance repair shops, laundries, drycleaners, and other service
outlets. In part, this policy stems from the increasing stocks of con-
sumer durables and the desire of the regime to rely on commercial
chaimels for the performance of chores formerly done in the home.

Communal services-health education, and other "free" services
(museums, libraries, and the like)-amount to 10-14 percent of total
consumption. Achievements in health and education have been im-
pressive, as shown by the comparative indicators in table 2. The qual-
ity of many communal services, however, is below U.S. standards, the
degree varying from field to field.

TABLE 2.-U.S.S.R. and United States: Comparative indicators of health and
education service*, selected years, 1950-64

U.8.8.R.t United States,

1950 19O 1064 196

Doctors (e10,000 persons) ................... &2 1& 8 20.8 I T
Hospital bed (per oooo persons) .............. 56 74 94 is$
Shool enoments (tousnds) ............... 34,72 31,8 48 , 6 1 41, 417
Number of teachers (thousands) ............... 1, 475 1, 900 245 a ,651
Number of students per teacher.............. 23. 6 9.2

1 "Tsentral'noye statliticheskoye upravlenlye," Narodnoye khosyayatvo M88R v 1964,
Moscow, 1965, pp. 667-68, 773 (hereafter referred to as N.kh. 194, or for other years In
the series of official Soviet statistical yearbooks).

'Hospital's Guide, Aug 1 1965 pt. II, p. 450.
U.. Statiscal Abstract, 19i6, p. 120.

*U.N. Economic Commission for urope, "Annual Bulietin for Housing and Building
Statistics for Europe," Paris, 1968, p , T %88.

fDlscusalnS the reconstruction I od building in Moscow, a recent article noted
that where 5 or 6 families formerly lived In 1 apartment and shared the kitchen, after
reconstruction each family had an Individual apartment with private kitchen.'

' Vechernaya moskva, Jan. 15. 1966. p. 4.'stroltel'naya gaseta, June 25, 1G5, p. 8.
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C. SOFT GOODS

Per capita consumption of soft goods--mainly fabrics, clothing,
and shoes--N6Ws&d at an annual rate of about 8 percent between
1950 and 1959. Since 1959, the rate of growth h slowed to an
average of 2 percent per year. This decline appears to be due in
large part to increasing consumer resistance to poor quality and inap-
propriate assortment of clothing and shoes.

Although the overall rate ofincrease in consumption of soft goods
has fallen, consumption of some kinds of soft goods has been main-
tained at a high rate. For instance in 1964 sales of ready-made cloth-
ing were more than four times the level of 1950. On the other hand
sales of fabrics increased by only 112 times, reaching a peak in 1960 and
declining absolutely in volume in the early 1960s. This difference
reflects a significant shift from home production to the purchase of
factory-made clothing.

D. CONSUMER DURABLES

During 1951-58 production of consumer durables increased at an
average rate of 161/2 percent per year, declining to 8 percent per year
during 1959-65. From slightly more than one-fourth of total sales
of nonfood goods in 1950, durables moved up to almost 40 percent in
1963. Stocks of consumer durables on a per capita basis remain very
low because of the negligible level of stocks in the base period and,
possibly, because of the relatively short service life of Soviet-made
durables. Comparisons of the stocks of durables in the U.S.S.R. and
the United States are shown in table 3. Even these comparisons re-
sult in substantial overstatement considering the lower quality of
Soviet durables and the absence oi an estimate for retirements for the
U.S.S.R.
TAwz &-U.S.8.R. and United States: Estimated stocks of selected conumer

durables, selected years, 1955-64
(Units per thousand pMeons

U.S.S.R. United

States

196 198 1960 1964 1963

neeftmaus---------------------------...... 31 64 92 u.. 1138
............................................ 6 106 130 161 974

Teei esion ..................................... 4 12 22 so 318
Motor e and bootea............................ 4 8 13 23 4
Rehtgestors .............................. 8 8 13 27
Whlin machlnu------------------................. s 1 47 216

ectle v lem -- -------............................ 2 5 18 211

'Eleetrie only.
Based a offidl figurm.

E. PROBLEMS IN THE CONSUMPTION SECTOR AND LEADERSHIP RESPONSE

The improvement made to date in consumption is far from sufficient,
nor are the problems in maintaining and expanding supplies of con-
sumer goods easy to solve. The leadership has been particularly con-

* 8ovetskaya toreovlya, Moscow. 1944, pP. GO-49.
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cerned about the failure of agriculture to provide the minimum output
required for self-sufficiency in food, necessitating the import of large
quantities of grain.* Clearly, more resources had to be committed to
the output of foodstuffs. In addition, there has been a persistent
piling up of inventories of various kinds of consumer goods. The
Soviet consumer, having achieved a standard of living above the mini-
mum subsistence level, has shown great reluctance to purchase the
available supply of clothing, shoes and other soft goods despite the
ever-increasing level of his money income and savings. At the same
time there exists a large pent-up demand for some consumer durables,
as shown by the long waiting lists at retail outlets. Finally, the tran-
ition to an urban society has not been supported by adequate provisionof housing, utilities, repair services, and other amenities taken for

granted in Western Europe.
. The usatifled denm nd for food
Progress in improving consumption of food has become stuck on

that part of the leadership's program calling for a better and more
varied diet. Although real incomes of the Soviet population have in-
creased appreciably over the past 15 years, the diet has not improved
commensurately, nor has the share of income spent on food declined.
Households in the U.S.S.R. spend about one-haIf of their total income
for food, compared with less than 20 percent of take-home pay spent
by the average U.S. citizen.T The unsatisfied demand for high-quality
foodstuffs, especially animal products and fruits, finds expression in
the continued high prices for these items in the collective farm mar-
kets (CFM), where prices reflect changes in demand and supply. Al-
though the proportion of foodstuffs purchased in state stores has been
increasing since 1950, the collective farm market continues to play an
important role in supplying the population with items in short supply
in state outlets--usually perishable foods such as vegetables, fruits, and
animal products.

The new leadership has recognized the importance of the CFM, both
as a source of supply for the consumer and as a source of income for
peasants and col ective farms. In May 1965 a liberalization of the
rules of trade in the CFM was announced.8 All price ceilings were
lifted, funds were made available to modernize and expand existing
markets, and to construct new ones. In addition measures were taken
to improve the transportation of surplus a biculturall roducts to the
market. As a result, in 1965 quantities sold-in the CFU increased and
prices were down by 6 percent.'
2. The slowdown in the rate of growth of comumption of soft goods

The decline in the growth of consumption of soft goods as a whole
can be traced in large part to the stagnation in physical volume of sales
in spite of a moderate g.owth in overall production. Repeated price
cuts for various commodities, particularly cloth, have failed to increase

*Following the disastrous harvest of 1968, the Soviet Union Imported about 11 million
metric tons of wheat and flour. The good 1964 harvest did not permit an adequate
margn for rebuilding depleted stocks, and the POOr climatic conditions In 1965 which
resulted In another harvest shortfall again forced subetantial Imports. In contrast to the
situation in 1968, however, the quality of bread apparently did not fall (see see. V).U.S. Department of Agriculture, tonal Fod Situation," November 1965, p. 5.

Sovetskaya torgo ,M 20, 196, p.1if
'ivestlya, Feb., 196,4. .
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the volume of sales significantly. As a result, a severe problem of
inventory accumulation has arisen. Inventories more than doubled
from 1959 to 1964, whereas retail sales increased by less than 30 per-
cent (see table 4). At the end of 1964, retail inventories of soft goods
were 12.7 billion rubles more than half as large as total retail sales of
soft goods in that year.

TAHLE 4.-U.S.R.: Retail sales and inventories of soft good, selected years,
1950-64

BILLION RUBLES

INDEX (1980-100)

Salls ............. 1 00 11 197 2 262
Inven torrees ................. 0 188 26 ol0

N.kh., 1964, p. 680 except 1962 from N.k., 1Q62, p. 591.
Nkh 16, p. M7 except 1952 from N.k. 1962, p. 527.

The difficulty of bringing production and consumption of a given
commodity into equilibrium in the U.S.S.R. arises primarily because
neither production nor p rice reacts adequately to changes in demand.
The state retains control over the total volume of consumer supplies.
Moreover, within the limits of resources devoted to consumption, plan-
ners and enterprises do not adjust to changes in consumer demand.
Enterprise managers hesitate to innovate when changes may increase
the risk of underfulfllling the plan; rather than do so, they vill resort
to production of goods that they know are unwanted. In recent years
the regime has adopted increasingly radical measures in an attempt
better to match supply and demand. Although some price cuts on
hard-to-sell consumer goods, such as certain clothing, shoes, and house.
hold appliances, were announced at the end of 1964, the problems of
excess inventories did not appear to be diminishing affer the first
quarter of 1965. Further retail price reductions, ranging from 6 per-
cent for certain types of clothing to 30 percent for some fabrics in
excess supply, were announced in the latter part of April. Simul-
taneously, the rural-urban price differential on some goods was abol-
lished ** in the hopes that it would encourage rural consumers to pur-
chase more of the goods in excess supply.

Another approach to the problem of matching supply and demand,
watched with interest by both Soviet and Western observers, is the
experimental establishment of direct contractual relations between
factories and retail outlets.*** These were first tried in the Bol'shevik
and Mayak clothing firms and were then extended to some 400 clothing,
shoe, textile, and leather plants, and in October 1965, into the food
industry. In order to be successful the experiments must assume that

*For a fuller discussion of the Soviet Inventory problem, see Marshall Goldman, 'The
Reluctant Consumer and Economic Fluctuations in the Soviet Union," In the Journal of
Political Economy. August 196. p. 366.

**The ruM-uban price differmtal was completely abolished In January 1966.*S'Begun under Khrushchev, these experiments not only have been permitted by the new
regime to continue but have been expanded: For a more detailed account of these expert.
ments see the paper by imogene Erro In this volume.
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managers of retail outlets are familiar with customer desires and
have the necessary incentives to balance sales with purchases. Finally,
there must be an arrangement w hereby the factory managers are penal
ized for not producing the assortment reflected in the retail orders.
The results of the new system are, as yet, inconclusive. However, the
mere fact that the experiment has been extended suggests, at least,
that the leadership believes the consumer must be allowed to have a
greater influence on the assortment of goods.
3. The pent-up demand for consumer durables

Tnsatisfled demand for consumer durables confronts the planners
with a different problem from that in the soft. goods sector--competi-
tion with producer and defense durables for machine-building capac-
ity. Although current production of consumer durables is only 10
percent of total production of all machinery and equipment, the po-
tential impact on the Soviet economy of a shift toward their produc-
tion is enormous. So far the leadership's solution to the surplus de-
mand has been to use artifleial restraints (for example, to freeze
waiting lists for automobiles) or to arbitrarily restrict the extent of
the market. Thus, in the past there has been no intention to provide
a car for each family; the 1964 stock of cars indicates a ratio of 1 car
for every 250 people in the U.S.S.R. (compared with 1 car for fewer
than 3 people in the United States).10 Rather than supply each house-
hold with domestic appliances, the regime in the past has talked of and
has supplied some rental centers and laundromats. In addition,
crowded housing conditions and a restricted supply of electricity help
to hold back demand for large household durables. Finally, discon-
tent with the quality of various consumer durables and the difficulty in
getting repairs done promptly and correctly, or even done at all, un-
doubtedly has curtailed demand. Because enterprises lack incentive
to respond to consumer demand and because of the relatively low pri-
ority given producers for allocation of higl-quality materials, ma-
chinery, and manpower to the production of consumer durables, poor
quality and lack of assortment have been especially pronounced.

Nevertheless, a strong demand for selected durables continues to
exist. New waiting lists for car purchases were opened in mid-1963
(the previous lists had closed in 1956), and within a very short time
hundreds of Moscovites had signed up in spite of relatively high
prices.* Just how high car prices are was made clear when it was re-
vealed that a Volga costs just under 1,900 rubles to produce." It costs
a Soviet citizen about 5,500 rubles to purchase that Volga. Waiting
lists are also evident for other durables. In mid-1964, for example,
store clerks were estimating a waiting period of 3 to 4 years for the
more desirable refrigerators. In view of the rapid increase in pro-
(hction, it. is quite likely that queues shortened during 1965, but a
wait is still necessary for the larger, more desirable models. Washing
machines now are reae ily available in larger cities but rural areas are
not so well supplied.

The supply situation for vacuum cleaners, popular brands of tele-
vision sets (including the lower priced models , and transistor radios

b Statistical Office of the European Communities, "Basic Statistics of the Community."
Brussels, 1965, p. 150.

'The current ruble-dollar price ratio for cars averages about 2 to 1 compared with
1.3 to 1 for food and 0.9 to 1 for all consumer goods and services as a whole (the
geometric average of ratios using Soviet and United States weights).1 Pravda, Dec. 26. 1965, p. 2.
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is relatively better with regard to both quality and quantity. Despite
the increasing availability of various durables, however, sales of certain
items--sewing machines, watches, bicycles and camers-have actu-
ally declined in recent years. Moreover, the planners have had only
limited success in correcting the imbalance of supply and demand for
the several types of durables in surplus inventory. Price reduc-
tLions and the offering of installment credit have failed to raise sales
significantly.

The new 5-year plan (1966-70) set a few goals for consumer durables
production-television output is to double, refrigerator output is to
triple, and the gross value of furniture output currently 1.8 billion
rubles is to increase by more than 50 percent. Even if these goals are
met stocks per capital of these goods will remain considerably below
stocks in the United States. Most striking, however, is the plan to in-
crease production of passenger cars at an average annual rate of 30
percent compared to 8 percent per year since 1960. Nevertheless, this
means producing only 700,000 to 800,000 cars in 1970 (less than one-
tenth of 1965 U.S. production), a quantity that will not satisfy all of
the would-be customers.
41. The inadequate expansion of the service sector

Urbanization and the increase in disposable money income have
placed a strain on retail facilities and on the provision of personal
services, medical, and educational services, transportation, and com-
munications. In addition, plans for increasing the number of laun-
dries, public baths, and hairdressing and barber establishments are
continually underfulfilled. Moreover, the growing stock of consumer
durables, coupled with their low quality, requires a major expansion in
the repair network. A casual survey of the daily press discloses a
flow of articles and letters detailing the inadequate number and va-
riety of repair facilities and the poor quality of the services rendered.
Much of the inadequacy stems from the low priority iven to con-
struction in the services sector. The new leadership hias promised
rapid growth of expenditures in this area, calling the fall in investment
in the services sector that occurred in 1959-62 "regretable." Never-
theless, the expansion of facilities remains grossly insufficient and the
endemic problems of poor-quality repair work will not be solved
easily. Public services in rural districts lag far behind those in cities.12

In addition, urbanization has placed a growing strain on the supply
of housing. It is true, however, that much of the excess demand for
housing as expressed in long waiting lists would disappear if the
state charged full-cost rentals. State--built housing (currently about
40 percent of the total stock*) is heavily subsidized; as a result of the
nominal charges, the average family unit spends only from 3 to 5
percent of its income for housing. Paying fill costs would increase
rents by 80 percent.18 Intensifying the pressure on the supply of new
state housing has been the decline in private homebuilding.** The
5-year plan indicates that no major shift in investment toward state
housing is planned, nor is the leadership apparently going to take the
obvious solution of encouraging private home building.

Is Isvestlya. July 27. 1965. P. 3.
*During the ?-year plan. however, an average of 60 percent of the housing constructed

was In the public sector thus the share of state-built housing is increuing.
Is Voprosy ekonomiki No. 10, 1964, p. 7 .
*Throughout the 1650's private home construction by Individuals accounted for more

than one-third of the value of investment in housing. It will be slightly under one-quarter
for the decade of the 1960's.
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III. TRENDS IN DISPOSABLE MONEY INCOME*

Disposable income in the Soviet Union has increased almost 200
percent since 1950. In contract to increases in consumption, however,
tle major increases came during 1955-65 when disposable income
increased at an average annual rate of 8 percent. This rapid growth
came about because: t!) wage reforms in 1956-60 and in 1964 sharply
raised wage levels for workers employed in state enterprises; (2) a
social insurance reform in the 1956 liberalized payments and broadened
coverage for state workers, and beginning in 1965, collective farmers
and their families were included under a state social insurance pro-
gram; (3) abolition of compulsory bond purchases in 1958 and a par-
tial abolition of income taxes in 1960-61 increased take-home pay; and
(4) the share of money income in the income of kolkhoz peasants rose
rapidly.

TABLE S.-U.S.H.R.. Indecs of dieposable money income, seleoted years, 1950-65'
,[1950=1001

1950 1935 1960 1961 1962 1963 1964 1965

Total money income............. 100 135 187 206 222 231 245 269
I. Orow earning of wage and

salary workers .............. 100 139 200 221 237 248 266 294
2. Collective farm wage pay-

ments and household in.
come from sale of farm
products ............... 100 181 190 214 250 268 271 (2)

3. Transfer paymnts ----------- 100 141 234 258 271 264 280 ()
Total state deductionsI ............. 100 129 96 99 102 106 114 122
Total disposable money income -.. 100 136 202 224 242 252 266 294
Per capita disposable money income. 100 125 170 185 197 202 211 229

See appendix B for sources and methodology.
SNot available.
*Total state deductions include direct taxes on the population, local taxes, fees and fines, and state loans.

Disposable income would have grown even faster had not some of
Khrushchev's more flamboyant promises been delayed or shelved.
For example, the wage reform for service workers and a rise in the
minimum wage scheduled for 1962 were not implemented until 1964-
65. A further increase in the minimum wage promised by 1965 was
not made.

A. MONEY EARNINGS OF WAGE AND SALARY WORKERS

Wages and salaries of workers in state-owned enterprises constitute
the largest segment of money income, rising from 65 percent of the
total in 1950 to 72 percent in 1965. During this period the average
wage of state workers grew by 50 percent, largely as a result of major
wage reforms during 1956-60 and 1964-65. The earlier reform af-
fected 50 million workers, added 4.5 billion rubles annually to the
wage bill, and raised the average wage of workers in industry, con-

*Disposable income Is defined as the total money receipts of the population during a
given year minus direct taxes on the population. Money receipts Include: (1) money
wages and salaries: (2) net income from private activities: (3) dividends paid members
of cooperative organizations; (4) pensions, grants, stipends, and other transfer payments;
(5) Interest on bonds and saviogs; and (6) net borrowing. This concept of income
excludes all imputed payments such as In-kind payments. Direct taxes include: (1) income
tax on the earning of the population and (2) local taxes, fees, fines, etc.
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struction, and state agriculture 13 to 25 percent." Designed to re-
structure the chaotic wage system in the "productive" sectors of the
economy, the reform established a set of coo-rdinated job classifications
and a simplified wage structure, reestablished base pay as the pre-
dominant share of workers' income, and fixed a minimum wage of 27
rubles a month.

To complete the restructuring of wages, service workers were sched-
uled to receive wage increases in 1962 and the minimum wage was to
be raised from 27 to 40 rubles a month for all wage and salary workers.
However, the second reform was postponed until 1964-65, when 20
million service workers were granted wage increases averaging 21
p percent; these increases added 9.3 billion rubles annually to the wage
bill 5  As can be seen in fig. 3 this change greatly narrowed the differ-
ential in wages between the "productive" and service sectors. Also mi-
plemented at this time was the postponed hike in the minimum wage.
Fiouai 3.-USSR: Average annual money earnings of wage and salary workers

In selected sectors, 1958-5 (in rubles).

+1 --

1

a

- 14-

I Ap1ndix B4 Table 2.
oTs.-Boken line indicates data not available for intervening years.

Legend:
Average for ll wage and salary workers: Industry:
-e--- Education : --- I- Health: --0--0--0- State
farms: -X- X-X-

M6I. N. popov-Cberkasov, "ranlzatslya zarabotnoy platy raboehlkb SSSR," Moscow.1966, p. 12. U Ibid.
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B. MONEY INCOMES OF OXLCTI FARMERS AND SECONDARY INCOME
OF RURAL PRESIDENT

The peasant population in households attached to collective farms
has two primary sources of money income: (1) the remuneration for
labor services expended on the collective farm and (2) money income
from the sale of farm products produced on private plots. Other rural
residents, including state workers, supplement their wages with in-
come from the sale of farm products. During the past decade the
average money earnings of collective farmers derived from work on
the farm has almost tripled and cash payments now make up about
three-fourths of the farmers' total income, compared with 42 percent
in 1955. Yet collective farmers remain at the bottom of the economic
ladder, with cash incomes averaging less than 400 rubles a year in
1964, or about one-third the level of earnings of state workers. In
part, the rapid rise in money payments merely represents the imple-
mentation of a state policy to pay money wages rather than to make
payments-in-kind. In-kind payments as a share of total income paid
out by the collective farm to its members declined from 58 percent in
1955 1 to 26 percent in 1962.1? Thus, the tripling of money wages
paid to collective farmers by no means represents a threefold increase
in total income.

About one-half of the total money income of collective farm families
is derived from the sale of farm products either obtained from their
"own enterprise"--land allotment and livestock held by the house-
hold-or from the sale of products received from the 'ollective farm
as in-kind payments.16 These sales are made in collective farm mar-
kets (CFM), where prices fluctuate with changes in supply and de-
mand (see table 6). In general, prices in the CFM declined gradually
during the 1950's and increased moderately during the 1910's.

TABLE 6.-U.S.S.R.: Indc=w# of sales and prices in the collective farm market,
1958, 196041'

[1950=1001

1958 1960 1951 1962 1963 1964

Sales ..................... 104 04 93 95 86 85
Prices ............ 9 4 93 100 107 111 116

'N.kh., 1964, p. 807, N.kh., 1962, p. 040.

Incomes from CFM sales depend not only on prices but also on the
supply of goods both in the CFM and in state outlets.* Thus,
between 1955 and 1959 the increase in volume of sales more than
offset the decrease in prices, and incomes from CFM sales increased
by approximately 40 percent. Incomes stagnated during 1960-61
despite higher prices. Khrushchev's restrictions on private agri-
culture during the early 1960's succeeded 'in reducing CFM vol-

eI Kh. H. Pomanov, N. R. Panin (ed.). "Obshchestvennlye fondy kolkhosov I rasprede-
lye koikhoznykh dokhodov."1 Moscow 1981 p. 209.
1 n. Poyakova, "Ekonomika sel'sko bosyaystvennykh predprlyattil," Moscow, 1904. p.

289.
s Ye. V. Kadmovskiy, "Problemy ekonomiki truda," Moscow. 1965. p. 169.

*The declining volume of sales in pert represents the continuing Improvement of food
supplies in state stores.

63-591 0--6-pt. I1I----12
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ume sharply. Increased prices did, however, result in a moderate
improvement in incomes after 1962. The removal of Khrushchev's
restrictions 19 by the present regime indicates a recognition of the
need to supplement farm incomes and to provide an outlet for part of
the rapidly growing urban incomes.

Although successful in increasing peasant income since 1955 the
Soviet leadership has failed to break the vicious cycle of low wages-
low productivity-low production. The gulf between th6 earnings
of peasants and state workers has been narrowed, but the difference is
still great. Equally important, the state has been either unable or un-
willing to alter the basic pay system on collective farms. For the
most part peasants are still residual recipients of the farm income, re-
ceiving pay at infrequent intervals, and not knowing in advance
whether increased effort will be rewarded. Great discrepancies still
exist in income distributed not only within each farm, but also from
farm to farm.

C. TRANSFER PAYMENTS AND STATE DEDUCTIONS

Transfer payments have doubled since.1955, largely as the result ofincreasing outlays by the state for pensions and grants. Under the
state social insurance program, workers are entitled to benefits for
sickness, maternity, an large families, and pensions for old age and
disability. Two major social insurance reforms have increased the
cost of social insurance from 8 percent of the total state budget in
1955 to over 14 percent in 1965. A revision in the pension law in 1956
sharply raised the size of average payments and considerably in-
creased the number of pensioners by (1) granting partial pensions to
workers who have not worked the required number of years necessary
for a full pension, (2) abolishing the time limitation following retire-
inent in which one could apply for a pension, and (3) adding new
categories of persons entitled to pensions. As a result, the number
of state pensioners increased by 2,500,000 between 1956 and 1958 and
by an average of 850,000 annually between 1958 and 1965, when 30
million persons drew state pensions.

The second major reform, approved by the Supreme Soviet on July
15, 1964, brought 15 million collective farm households-more than
50 million persons-under a state social insurance system beginning in
1965.* Until the adoption of this program, the establishment of pen-
sion programs at collective farms had been optional and entirely at the
expense of the individual farm. As a result, many farms had no pro-
gram at all, and even those with programs usually failed to match the
benefits available to workers at state enterprises.

Under the new program for collective farmers, benefits are smaller
and eligibility requirements more stringent than those for state
workers. The minimum old-age pension for collective farmers is 12
rubles a month-for state workers, 30 rubles a month. Both the col-
lective farmer and the state employee must work 25 years to be eligible
for a full pension, but the state employee of retirement age can qualify

V Voprosy ekonomiki. No. 4, 196., p. 80.
*Ezcluded from coverage under this program are collective farm members who workonly on private plots as well as chairmen and certain technical workers who qualify for

benefits under the program for state workers.
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for a partial pension after only 5 years, whereas there is no provision
for partial pensions for collective farmers. The retirement age for
male collective farmers is 65 but for state employees only 60 years.
Nevertheless, collective farmers are benefiting significantly from the
new program which increased the number of collective farm pension-
ers from 3 million to 6.8 million, and the average pension from approx-
imately 6 rubles a month to about 17 rubles a month. More than 1
billion rubles was thus added to the money incomes of collective farm-
ers during 1965.

Funding provisions for the program, which is officially estimated to
have cost 1.3 billion to 1.4 billion rubles in 1965, limited the cost to the
state by requiring mandatory deductions from the gross revenues of
tli farms. Collective farms were required to contribute 2.6 percent of
their gross revenues to a centralized social insurance fund in 1964 and
4 percent in 1965. In addition, a state subsidy, averaging 400 million
rubles a year during 1965-67, is to be granted to meet the estimated
cost of the program.

State deductions from workers' incomes declined from 14 percent of
total money income in 1955 to 7 percent in 1960, substantially increas-
ing disposable income during tis period. The reduction was caused
primarily by the suspension of compulsory bond purchases in 1958.
Further, Khrushchev announced in 1960 a program for abolishing
personal income taxes which averaged 6.6 percent of total money i-
come in that year. Tie program begn in October 1960 with the low-
est income groups and was to be a pplied to a progressively higher ins
come group each October thereater until all income tax payments
were eliminated in 1965. After completing about one-tenth of the
program, however, the regime announced in September 1962 that addi-
tional military spending brought about by the "increasingly aggres-
sive actions of imperialism" necessitated a suspension of the program
In a speech to the 23d Party Congress, Brezhinev made a vague prom-
ise to reduce the income tax "in tie ure." In 1965 state deductions
still amounted to 6.4 percent of total money income.

IV. IMPLICATIONS OF THE, DivmiwNo TuNDs Ix INCOME AND
CowsuxrrxoN

In recent years increasing money incomes combined with a slowing
growth rate in consumption have led to an imbalance between total
money supplies and the amounts needed for purchases of consumer
goods and have thus generated inflationary pressures of varying
intensity.

For the purpose of this paper, inflationary pressure is defined as
the excess monetary deman for consumer goods caused by a gap be-
tween the amount of money supplied to the economy and the amount
actually needed to purchase current levels of output at planned prices.
Given the presence of excess demand for goods, "open" inflation re-
suits if prices rise in reslions& If, instead prices are fixed by de-
cree, so-called "repressed" inflation exists in that consumers are forced
to hold cash or savings deposits in excess of the amount desired, that
is, they would spend the money if only the proper goods and serv-

- Isvestlya, Sept. 25. 192.
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ices were available. It is important to note that under "open" infla-
tion the higher prices become someone's higher income, whereas un-
der so-called "repressed" inflation, this element of the inflation process
is largely absent.

A. INDICATIONS OF INFLATION

At best, the measurement of inflationary pressures in the U.S.S.R. is
difficult because of the lack of comprehensive official data on income,
price levels, real output, and the money supply. No attempt is made
in this paper to measure an "inflationary gap." Instead, the trends
in prices are presented, using the differentlarbetween state retail prices
and collective farm market prices as the best indicator of inflationary
trends over time. Further evidence is provided by examining trends
in savings.

1. In the U.S.S.R., almost all nonfood goods and most food goods
are sold in state stores at fixed prices. Inasmuch as these prices are
changed infrequently, excess monetary demand has resulted typically
in "repressed" inflation. Some of this excess purchasing power flows
into the OFM, the only organized free markets in the U.S.S.R., and,
therefore, prices in the CFM are n barometer of the extent of "re-
pressed" inflation. The ratio between prices in the CFM and state
retail prices for food is probably the best single measure of the fail-
tire of the state to drain off excess purchasing power. Although dur-
ing 1959-64 the ratio of the prices in the two markets rose from 1.31
to 1.63, the ratio still is well below the ratio in 1955.

U.S.8.R.: Ratio of CPM prices to tate retail prices for food, 1955-64

19& ---------------------------------------------------- 1.75
1958 ---------------------------------------------------- 1.38
1959 ---------------------------------------------------------- 1.31
1960 ---------------------------------------------------- 1.35
1961 ----------------------------------------------------- 1.48
1962 ---------------------------------------------------------- 1.50
1963 ---------------------------------------------------- 1.54
1964 ---------------------------------------------------- 1.63

Furthermore, the ratios prevailing in recent years are still far be-
low the ratio of about 2.2 in 1940. Even these ratios overstate the
case for the importance of "repressed" inflation because they do not
take account of the diminishing importance of the collective farm mar-
kets in total retail trade.

Franklyn Holzman has suggested the use of a measure of repressed
inflation that expresses the ratio of the difference between actual ex-
penditures in collective farm markets and these same expenditures
valued at official state retail prices to the sum of total state retail sales
plus collective farm market sales valued at state prices.,, An index
of these adjusted ratios (1955=100) presented in the tabulation below
shows a 150-percent increase in the index between 1950 and 1955, indi-
cating increasing inflationary pressure. This sharp increase was due
primarily to large reductions in state retail price, which resulted in
shortages and queues During 1955-60 the ratio declined to below its
1950 level, not because of changing prices, but because of a decline in

0 F. D. Holzman, "Soviet Inflationary Pressure. 1928-57: Cau*es and Cures," Quarterly
Journal of Economics. May 1960, p. 170.
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the higher priced CFM sales as a share of total sales. Since 1961
the ratio has again increased, reflecting rising CFM prices.
1950 ----------------------------------------------------- 89
1955 ------------------------------------------------------------ 100
1956 ------------------------------------------------------ 59
1967 ------------------------------------------------------ 40
1958 ------------------------------------------------------ 41
1959 ----------------------------------------------------------- 82
100 ------------------------------------------ 81
1961 ------------------------------------------------------------ 86
1962 ------------------------------------------------------------ 87
1963 ------------------------------------------------------ 6
1964 ---------------------------------------------------- 41

2. Savings deposits* more than doubled from 1958 to 1965 com-
pared with an increase in retail sales (for all goods) of about 50 per-
cent. Trends 4n retail sales and personal savings accounts during
1950-65 are indicated in the following table:

TM3LE 7.-U.S.S.R.: RetaU talee and pers~ond cvafga. accosmts, seected year.,
1950-65

BILLION RUBLES

1980 15 1961 19 1963 1904 1065

ReW isalm I-----------------------......40.9 71.8 88.0 01.2 95.5 100.4 100.8
Personal savingssoounta I .................. 1.9 7 11.7 12.7 14.0 15.7 L 7

PERCENT INCREASE OVER PREVIOUS YEARI I
. ................................ 7 . .I &.1 7.9

Pensonalsavingsaccounts------.... 70 S.61IO W 1.

"68ovetskaya torgolyva," Moscow 1964, p. 89 "BOB v tlfrakh v 1985 goda." Moscow,196W, r. 144.
0 .h., 1900, p. 854; N.k., 1964, p. 09; TWfkb, 10, . 02.

The rapid increase in personal savings held in banks suggests that it
is not a lack of aggregate consumer purchasing power that is causing
growing inventories of selected goods. Rather, the improved income
and living standards of the Soviet consumer now permit him to be
more selective in his purchases. In other words, the sellers' market
characteristic of the Stalin era, when extreme conditions of scarcity
assured a ready market for whatever goods were available, has given
way to a buyers' market for many product& A second consideration
is the evident confidence the average citizen now places in the value of
the ruble.*" Almost every Communist state has a history of ruthless
devaluation of money holdings, and the current confidence of the So-

*Data on total savings held by Soviet households (personal saving accounts deposited
in state banks plus personal holdings) are not published. However, there Is no evidence
that deposits are increasing as a share of total savings.

*$The Soviets are In the embryonic stage of studying consumer demand anM apparently
have not developed sample surveys to determine for example, the motivations for savlngs
(in and out of banks). But a recent issue of the oicial journal of (osbank did provide
the following:

"Savings (In banks) by the population In the U.S.S.R. promote a proper and planned
budget for the worker. In some cases, the savings are deposited for a determined purpose;
for example, for the purcbase of a television set, refrigerator, motor scooter, furniture, or
for future purchase of an apartment in a houng cooperative, or for trips to
resort. .. I. re N 1 0. = Ieolq I kredlt," No. 0, 196{6, pp. 10-11.
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viet population, if well founded, represents an important economic
development.

B. LEADERSHIP RESPONSE

Although the indicators described above do not provide precise
measures of the degree of repressed inflation both suggest that such
pressures have grown in the past several years. These indicators,
coupled with the growing divergence between incomes and outlays on
goods and services have posed a potentially serious problem for the
Soviet, leadership. In contemplating an anti-inflationary program in
1962, the regime was able to consider a range of actions: (1) raise re-
tail prices; (2) freeze wage and salary levels; (3) reduce the rate of
increase in transfer payments; (4) increase income taxes; and (5)
reinstitute compulsory bond purchases. As noted above, Khrushchev
chose to postpone the promised increases-in the wages of service
workers, the minimum wage of all workers, and the minimum pension
level. Also, shelved in 1962 was the program to abolish the income
tax. Finally, prices were raised, up to 30 percent, for selected con-
sumer items,-which led to civil unrest.22

Although inflationary pressures apparently were not easing, Khru-
shchev in 1964 announced the intent to grant substantial wage in-
creases to service workers and to provide pensions for collective farm-
ers-programs that would add some 5 billion rubles annually to money
incomes. These measures were carried out in late 1964 and 1965.

V. TuIE NEW LEADERSHIP-CONSUMER ORIENTED OR Nor

The new regime has not come out with a clear-cut indication of its
overall policy toward the Soviet consumer. Nevertheless, during the
year and a half since Krushchev's removal there have been new initia-
tives on the part of the leadership, some in response to immediate
problems in the consumption area and others undertaken with a long-
range view. A brief description of some of the measures adopted to
increase the level of living is presented below. In addition, an analysis
is undertaken of the current leadership's response to the harvest
failure of 1965 compared with Khrushchev's handling of a comparable
problem in 1963. A comparison of the emergency measures enacted
in the two cases provides insight into the comparative attitudes of the
two regimes andis perhaps suggestive of a more positive approach
on the part of the new government in at least maintaining levels of liv-
ing under abnormal conditions.

A. CONSUMER POLICY BEFORE THE 1965 HARVEST FAILURE

U pto the time of the disappointing 1965 harvest there were a
number of indications that the new regime had adopted measures that
would raise the proportion of national income allocated directly to
consumption. In addition, there was evidence that a larger share of
investment resources was planned for consumer-oriented programs.
The leadership in outlining its 1965 plan and in subsequent statements
promised the following:

" New York TImes, Oct. S. 1962, p. 1.
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(1) A promised increase of more than 7 percent in real income in
1965, twice the officially claimed average rate of growth for the period
1959-64. Great stress, moreover, was laid on an expected sharp
rise in the quality of goods and services. Although the 1965 plan
did not show how the overall rise in real incomes was to be obtained,
it appeared to be based on the presuppositions of a much improved
supply of processed foods (reflecting a 10-percent jump in 1984 farm
output), a marked improvement in the quality of goods and services,
an increase of 18 percent in urban-type housing construction, an
acceleration in the output of selected consumer durables, and a major
expansion in personal services.

(2) A new farm program promulgated in March 1965, which
called for large increases in dhe allocation of resources to socialized
agriculture over the next 5 years, thus apparently committing the
state not only to achieve self-sufficiency in basic foods, but also to
effect a major improvement in the quality of the diet.

(3) An agreement signed with the Italian industrial firm, Fiat,
"to cooperate with the U.S.S.R. in the field of automobile produc-
tion." If this accord is carried out, it will bring about a significant
improvement in the quality of Soviet cars as well as expand the
number produced. Moreover Fiat may be asked to assist in establish-
ing a network of service and parts centers. The ancillary facilities
to support the operation of personally owned motor vehiles--gaso-
line stations, repair shops, and the like--are practically nonexistent at
present.

(4) Selective reductions on retail prices of soft goods in surplus
supply.
s(5) The relaxation of some restrictions on private activity in two
important areas of consumption-home construction and the cultiva-
tion of gardens and maintenance of livestock.

(6) An increase in the share of new orders for chemical equipment
used in the production of consumer-oriented products.

Some of the above measures were short run, reminiscent of those
taken after Stalin's death and again shortly after Khrushchev's as-
cendancy to power in 1957, and may have been designed to win pop-
ular support. But some, such as the 5-year program for agriculture,
suggest that the regime felt impelled toward material improvement
of certain areas of consumption.

During the latter part of 1965, however after the regime was made
painfully aware of the low 1965 wheat harvest, there was a morm-
torium on statements or actions either in affirming previously taken
actions or in taking new steps designed to raise consumption levels.
This situation is in keeping with the lack of evidence of clear-cut
decisions on relative priorities for the several major resource claim-
ants in the new 5-year plan. Undoubtedly, the recurrence of a har-
vest failure (the second in 3 years), requiring outlays of another
$500 million for wheat purchases, reopened the question of overall
resource allocations. In addition to possible conflict within the
leadership over the relative priorities of, for example, consumption
versus defense, there may be serious disagreement as to emphass
on alternative measures to further consumer welfare. For example,
the views of those political leaders in favor of allocating more re-
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sources to agriculture than outlined in the March 1965 plenum and
at the expense of, for example, expanded programs for consumer
durables, may be in conflict with other views as to relative priorities.
Thus it would appear logical for the leadership to hold in abeyance
any announcements concerning decisions affecting consumer welfare
if major allocational problems remain unresolved.

B. TH REOI E'S RESPONSE TO THE 1963 AND 1965 HARVEST FAILURES

There was a marked contrast in the regime's response to the serious
shortfalls in production of wheat in 1963 and 1965. After the earlier
crisis the Soviet leaders attempted to enforce a number of conserva-
tion measures to reduce the overall use of grain. Among these steps
were (1) an increase in the yield of every ton of grain by raising the
extraction rate in milling grain into flour, thus degrading the quality
of bread*; (2) restrictions on the sale of bread and flour in retail
stores; (3) a step-up in the drive against feeding bread to livestock;
(4) a revival of campaigns against waste and theft of bread and grain
pr ducts; and (5) a reduction in the need for feed grains by slaugh-
tenng more livestock than usual. These and other measures were
taken in September 1963 very soon after the Kremlin became aware
of the harvest failure.

The 1965 crisis, on the other hand, appears to have been deliberately
underplayed by the new leadership, which referred only obliquely to
the need for large imports of wheat, assuring the population that the
Government had taken measures to provide for "normal supplies of
bread and bread products." Apparently no restrictive measures com-
parable to those employed by Khrushchev were adopted. The re-
luctance of the new regime to take such steps maybe le due in large
part to the experience gained under comparable conditions during the
1963-64 consumption year. Certain measures, such as the campaigns
against feeding of bread to livestock, were ineffective; others, suchas degrading the quality of bread, causedsevere widespread consumer
dissatisfaction, manifested in reduced labor productivity and civil
disturbances.

Among the ways to hold down grain imports and thus conserve
foreign exchange, the raising of the extraction rate when converting
grai into flour is probably the most tempting alternative open to the
regime. For every percentage point rise in the average extraction rate
in state milling enterprises, about 370,000 tons 28 of grains, or roughly
$30 million in hard currency, are saved in terms 6f wheat imports
foregone. This saving assumes the maintenance of total flour pro-
duction in the present consumption year at a approximately the same
level as in previous yoars. Furthermore, it does not allow for the
loss of the residual in milling grain into flour, part of which can be
pressed into livestock feed.

The average extraction rate for flour (at state mills) dropped from
87 percent in 1940 to 85 percent in 1950 and to 81 percent in 1955,

*The extraction rate in milling grain into flour is expressed as a roportion or percent
and determines the volume of flour that can be obtained from a given volume of grain.
For example, if 72 kilograms of flour are obtained from 100 kilograms of grain, the extrac.
tion rate Is said to be 72 percent. The quality or desirability of the bread baked from
four is inversely related to the extraction rate-the higher the extraction rate in milling
the grain, the lower the "quality,,, or consumer satisfaction.

Tonnages are given in metric tons.
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where it remained fairly constant through 1962. Based on incom-
plete data, the extraction rate during the 1963-64 consumption year
appears to have risen to about 96 percent."' If the rate did rise by 15
percentage points (from 81 to 96 percent) the savings in foreign
currency can be estimated at about $450 million. In other words, if
extraction rates had been maintained at the relatively low level
of 81 percent, 51/2 million tons of additional grain imports would
have been required to provide the same absolute number of calories
as that obtained with the 96-percent rate. Although it is doubtful if
the average extraction rate during the 1964-65 consumption year was
actually reduced to the pre-1968 level, there was a decided improvement
in the quality of bread and the availability of other products requiring
high-quality flour.* The extraction rate may have fallen to, say, an
average between 85 and 90 percent.

Since June 1965 the U.S.S.R. has contracted for the purchase of
about 7.5 million tons 2 of wheat and flour from Western suppliers
at a cost of about $500 million.** If the average extraction rate of
87 percent had returned to the 96-percent level, import requirements
would have been reduced by nearly one-half, a saving of about $250
million. However, the quality of bread has not been downgraded and,
as far as is known, the milliig rate has not been raised again." In
fact, in September Brezhnev announced that the "CPSU Central

Committee and the Council of Ministers envisage further improvement
in supplying the population with bread both qualitatively and quan-
titatively."1 2 That the supply of flour has improved is attested by
U.S. tourists who have recently noticed it for sale in state stores in
several smaller cities, but not in either Moscow or Leningrad.

0. PROSPEas

In the planned goals for 1966-70, outlined by Kosygin at the 23d
Party Congress, Khrushchev's successors have pledged themselves to
provide a. rapidly improving level off living for the Soviet populace.
The promises are wide mnging: higher wages, better quality goods,
increased pensions, lower taxes, and more -iousing. Also the gap
between urban and rural levels of living is to be narrowed. &er capita
consumption is to increase slightly more than 4 percent annually dur-
ing 1966-70 in contrast to 3 percent during 1961-65. Continual refer-
ences to qualt~ improvement in the plan indicate the rwme recognizes
that low quality of consumer goods is a sore point with the populace.
No major reallocation of resources is planned; rather, planners are
counting on providing the additional goods and services for con-

*4 Sovetskaya torgovlya, Moscow, 1964, p. 98.
$By the summer of 1964, to -quality white bread had become sporadically available,and by -autumn most areas had white bread some of the time. In addition, macaroni,

noodles, and other grain products requiring a high-quality wheat flour in their manufac-ture have been continually available since mid-1964. Nevertheless, the best quality breadhas remained unavailable on a continuingbaPIs since 1963, even in major cities, and, withthe exception of small rations preceding holidays, state flour sales to the public have not
yet been resumed in major titles.5

$*Actual deliveries for 1965-66 (July 1 to June 30) are estimated at about 10 milliontons of grain at a cost of about $700 million. All of these deliveries were contracted for
by the present regime."

0 U.S. Department of Agriculture, ,Soviet Grain Imports," ERS Foreign 135, September
965Lephe to the author from Dr. B. Meeker, U.S. agricultural attach, Moscow.

lzvestira, Sept. 80, 1906, . 2.
U.S. Department of agriculture, ERS Foreign 115, p. 4, and ERB Foreign 185,

p. 1,.* Journal of Commerce, Dee. 80, 1966, p. 22.
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sumption through & restoration of previous rates of growth in produc.
tivity and national income. The confidence of the leadership is in-
dicted by new programs to boost money incomes substantiMlly by
1970. According to Brezhnev during 1966-70 the minimum wage will
be increased from 40 to 60 rubles a month, collective farmers will re-
ceive a guaranteed wage, minimum pension levels will be raised and
the collective farm pension program will be liberalized. Brezhnev
also renewed the old promise to abolish the income tax.

The key to the assessment of prospects under the new 5-year plan
is the plan's dependence on restoration of former growth rates in
productivity and national income. The same forces that reduced these
rates of growth in the 7-year plan are still operative: (1)
the pre-emption by the militaryof increasing quantities of high-quality
manpower, machinery, and materials; (2) the difficulty of raising pro.
duction, technology, 4nd incentives in agriculture; ana (3) the failure
to modernize industrial plant and equipment, together with the in.
ability to translate new developments in technology into actual in-
dustrial practice. Therefore, prospects for simultaneously reaching
ail the new consumption goals by 1970 are dim.

APPzNDIx A. 'nIvATIoN OF TIHE INDEX OF CONSUMPTION

1. GENERAL

The overall Index of consumption comprises four major categories: (1) foods
and beverages: (2) soft goods: (a) consumer durables; an~d (4) services. These
components are combined with 19515 expe'idlture weights, which are essentially
estimates of houseliold outlays for goods and services In 1955 for consumption
purposes (including military and prisoner subsistence) plus consumption-In-
kind of household-produced Items (chiefly food products and housing) plus all
health and education services, whether purchased or provided by government.
The weight assigned some services Is based on 1955 expenditures on "inputs"--
wages paid persons employed in providing the service plus the value of mate-
rials used. Health and education services are the most notable example of this
procedure. Expenditures on the purchase of goods and services were directly
obtainable from official data (retail sales and the like) for one-half of the total
in the base year (195) ; official production data and prices provided 21 percent
more; and quantity estimates valued with official prices were required for the
remaining 29 percent.

Each component of the index Is moved back to 1950 and forward to 1965 by
the use of volume Indexes. However, the volume indicators probably do not
adequately reflect the improvement in the quality of goods and services over
time. The resulting downward bias is relatively unimportant for food, the
major component of the aggregated index, but is most important in the case of
soft goods and health services. Because of these deficiencies In the construc-
tion of the index, it should not he viewed as a reliable Indicator of change in any
two consecutive years. Nevertheless, despite the data limitations inherent In
the over-all consumption index and its subcomponents, it is believed that the
statistical measures over time are reasonably reliable. Data recently published
by the USSR tends to confirm this assumption (see Section S. Appendix A).
Table 8 presents the indexes of per capita Increases in the availability of com-
ponents of consumption.

2. SPECIFIC DETAILS WITH RESPECT TO THE DERIVATION OF THE FOUR SEPARATE
(INDEXES

( a) The Woo goods iex .

(1) Estimates are made of Soviet output of 20 representative food products in
three categories:

(a) Basic foods--food grains, potatoes, and vegetables;
(b) Animal products-fish, meat and slaughter fats, milk, butter, cheese,

and eggs;
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() Processed foods-sugar, vegetable oil, confectionery, beer, grape wine,
champagne, vodka, canned goods, macaroni, and margarine.

(2) The production data are adjusted to exclude waste, losses, and seed and
animal feed, and are further adjusted to reflect net imports and Inventory
changes.

(3) In order to eliminate double counting of products at different stages of
production, the portion of these products which undergoes further processing is
netted out of the gross supply available for human consumption. For example,
an adjustment is made for the vegetables which are canned.

TAnz 8.-U.S.S.R.: Indces of oonsumption and per capita consumption, bf#
components, 1955-65

7 1958 1986 1987 1k 195 1960 1961 1962 1968 196N 1968

Consumption ... 4. 154.6. 2 112.8 181.2 11A 197.8 208.. 212: 219. 2323Softgoods ... ........ 6 0 9. 21.7 226.8 24 5 249.9 261.2 264 271L8 278
Consumer dumb ......... 283. 11. 1.1 7 40.8 7 651.1 502.8 6284 .3 74
Foods and beve es.. 0 145.6 14 1 165.7 A 17 184.8 186I1. 20 L 4.8
Services ...... ....... .5 142. 8 151. 18 1169 . 214. 1 1. 2 428. 221. 281.1

Heth. ". ii, tl "onW.... 1,.&2, a 1 16,. 0 1 2 1 2 9

4CAPITA
Consumption .. f............. 11,'7 1 1 J. & 1 (1. i -1 12 170.0 173,6w 182.0

Consumer crbles ....... 260.3 . 30.4 84 . a& 8 458.5 4819 508.6 51.1 87.8
Sof goos......... 1894 j; ," 1 : :i,19. 82t6' 5"1252:.f 11. 9"i217"
Foodsad e: 1 7 1 17.1 18921 . Rl 4 8 15160.4 149.2 15L 189.8
Serves~ 122.6 1284 184.7 140.2 148.4 69IU 0.7 177.0 186 198.9

Pesna.....~129.1 1 6 48.8 1611.7 7 179.1128 4 199.8 21t. 222.0
Health dducatlon. 117.6 If9 3;818 1In 1 1421 148.8 15. 160.7 1 176.2

(4) The vol: e index is #then obtind by\weight th individual ries In
the aggregate in ex with the valze-6f consume. outlaw f each food 195..

(5) The product coverage in me volume indiator I Mearly the sa e as In the
base year, thus it Is resentativib'Uwunver e. ,
(b) The soft good Jn 60

(1) Retail sales In 195 -re obtained for selected item on, wool, silk, and
rayon cloth and linen, sewi-Vi-jruets, hosiery, leath otwear, tobacco and
makhorka (a low-grade of tobacco)andJJted.outerear and underwear.

(2) The 1955 values are moved over time by production Indexes based on offi-
clal data obtained front Soviet handbooks. The production data have not been
adjusted for net Imports, changes in composition, or inventory changes and there-
fore, the value series are not precise indications of consumption.

(8) Summation of the individual value series provides the basis for the Index.
(4) The sample accounts for almost all the retail sales of soft goods, therefore

product coverage Is representative of the universe.
(5) Data for benchmark years pertaining to actual retail sales indicate that

the use of production series did not lead to Important error In the earlier years.
(6) There undoubtedly Is a large degree of downward bias due to quality Im-

provement In the soft goods sector. See Appendix A, 8, c for its possible mag-
nitude.
() The conumer durables indev

'(1) Retail sales in 1965 are obtained for selected item--furniture (including
metal beds), bicycles and motorcycles, radios and television sets, watches and
clocks, electrical appliances, sewing machines, cameras, kerosene burners, and
musical Instruments.

(2) The 196 values are moved over time by production Indexes based on official
data obtained from Soviet handbooks. The data have not been adjusted for net
imports, changes in composition, or Inventory changes, and therefore, as In the
case of soft goods, the value series are not precise Indications of consumption.
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(8) Summation of the Individual value series provides the basis for the Index.
(4) The sample accounts for about 45 percent of total retail sales of "non-soft

goods" but It Includes all major durable goods except automobiles.
(5) Although there undoubtedly Is a degree of downward bias present because

of quality Improvement, It is believed small.
(d) The services index

(1) Components of the services index include outlays on household opera-
tion, communications, personal transportation, recreation and sports, expendi-
tures on religion, personal care and repair services, housing, health and physical
culture, and education.

(2) Total expenditures on these items are derived for 1955.
(8) Each item is moved over time by the appropriate volume indicator. For

example, expenditures on health and physical education are moved by an Index
derived from budget expenditures on health and physical education (a combina-
tion of material expenditures and wages) ; expenditures on education are moved
by an index based on budget expenditures on education In the same way.

(4) The services sector is relatively less important in the consumption picture
and error here has little effect on the aggregated index.

3. COMPARISON OF THE OFFICIAL AND THE COMPUTED INDEXES

(a) General comparison
The USSR recently published an index of consumption for the period 1959-

63.0 The index, hereafter referred to as the official index of consumption, is
assumed to be a valid measure of changes in actual consumption. Various cross
checks indicate the data Is consistent with other data issued in official pub-
lications.

The official index of consumption differs from the independently constructed
index used In this paper in the following ways:

(1) A major difference arises from the fact that the official index Is based on
sales (actual consumption) of all goods, with the addition of a value for the
consumption-in-kind of food products, but the computed Index is based primarily
on production data adjusted for various uses. The computed Index implicitly as-
sumes that production of any year Is consumed In the given year whereas sales
of goods produced in a given year frequently occurs in the succeeding year.
Thus there Is a definite lag effect in the official Index, or, expressed another
way, the computed Index measures, In part, consumption before it occurs.

(2) In the official index Income-in-kind Is valued by a combination of aver-
age market prices and average procurement prices. f The computed Index values
Income-in-kind at retail prices.

(8) The Marxian concept of social product excludes all work done outside the
branches of material production thereby excluding such benefits from measured
consumption. Nearly all services are excluded-those of teachers, doctors,
nurses, .etc., and those providing passenger transportation, a large part of com-
munication services, all sanitary services, recreation and entertainment, and so
on. Only material expenditures by the institutions providing these services are
Included. Thus, the purchases of medicines or food by the hospital, for Instance,
are included but the cleaning service for the same hospital Is not. The com-
puted index attempts to value all expenditures on services. The Western con-
cept considers all such services to be a part of consumption and thus of the
level of living. Therefore changes In the quantity and quality of services pro-
vided affect the rate of growth of total consumption.

30 N.kh. 1964 pp. 580-89. The table Is entitled "Consumption of food and nonfood goods
by the population and material expenditures of institutions serving the population, of
scientific organizatioLs and of government from 1959-63." It includes both expenditures
In current rubles and indexes of rates of growth expressed in constant prices.

% V. Treml, "The 1959 Soviet Intersectoral Flow Table," Vol. 1, RAC-TP-137, Research
Analysis Corp., McLean, Va., November 1964, p. 10.
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(4) The official Index excludes the value of housing. The computed Index
sets a rental value on the stock of housing.

The following tables compare the adjusted computed index with the official
Index and selected components of each. Table 9 compares the actual indexes.
Table 10 compares the rates of change. All categories of the computed index have
been adjusted to conform with the classification used in the official index. Be-
cause of the adjustments the computed Indexes do not agree with the indexes
presented in Part I of Appendix A.

TABLE 9.-Coomparieon of o knt and computed indexes of consumption, 1959-68

1950 1060 1081 1062 INS

Total consumption:
Official Index (excluding amortization) ................. 100 108 111 118 122
Computed Index (adJusted) I .......................... 100 108 109 115 117

Total food goods:Official Index.......................................... 100 107 110 115 120ind ...................................... 100 lO0 108 111 112
Official Index .......................................... 100 110 115 1 IO
Com uted index ................................... 100 108 118 12 IS

Official index .......................................... 100 110 118 120 i
Computed ndex ...................................... 100 108 114 120 125

soft goods:
Official Index I ........................................ 100 111 112 119 120
Computed ndex ...................................... 100 107 118 119 121

Radio and television sets:
Official Index s ........................................ 100 119 132 132 168
Computed Index ...................................... 100 120 130 139 186

I Adjusted to approximate the coverage of the official Index through the exclusion of rent, expenditures
on services and on salaries In health and-education.

3 Products flight Industry.
I Products of radio Industry.

TABLE O.-Oomparson, of rates of cuMge of offloal and
consumption I

computed indexee of

(Percent]

Average
1960 1961 1962 1063 anualrate

(19045)

Total consumption:
Official Index ...................................... 8 8 a 6.1
Computed Index .................................. 5 4 6 2 4.0Ttal food goods:
Official Inde. ..................................... 3 5 4 4.7

uted Index .................................. 3 3 6 1 2.9Poesdfood:10 8 7 6
Official Index ...................................... 7 6 8
Computed Index .................................. 5 8 10 5 6.8

Total nonfood goods:
Offical-Index ..................................... 10 3 6 4 .7
Computed Index ................................. 8 6 6 4 8.7

Soft goods:
Official Index ...................................... it 1 6 1. 4.7
Computed Index.................................. 7 6 6 2 4.9

Radio and television sets:
Official Index ...................................... 0 11 0 17 11.6
Computed Index .................................. 20 8 7 14 12.1

'Derived from table 9.
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The trend of both indexes is upward with similar accelerations and decelera-
tions. However, there Is, In general, better agreement over time than between
any two consecutive years. But two major questions arise: (1) the slower
rate of growth in the computed index of food consumption which Is reflected in
the lower rate of growth for total consumption, and (2) the anomaly In the trend
of the soft goods component.
(b) The Problem in the Food Sector

Further investigation of the food sector indicates that the basis of the dif-
ferential between the two Indexes is in the animal products components (see the
following tabulation). Where other components can be matched, the movement
is similar.

Av eg
1950 1960 1981 1I6 1963 annua

rate,
1963

Animal products:
Official index I ................................ 100 105 106 109 113 3.1
Computed index 2 ............................ 100 100 102 107 111 2.6

1Includes meat milk, fish, and zbivotnovotstvo.
IEstimates of the total production of the same categories available for consumption.

The computed index for animal products remains unchanged from 1959 to
1960 while the official index increased 5 percent. The discrepancy apparently
arises from the difference between production of animal products and their sales
in a given year. 1958 was an extraordinarily good year for agriculture. Above-
normal production of food and feed grains permitted an expansion of herds in
1959 and a large gain in the output of animal products. The computed index
(based on production of the current year) thus is at a higher base in 1959 than
is the official index (based on actual sales of the current year). Thus, the lag
in marketing caused by processing moves a part of the increased production into
sales occurring in 1960. Sales of meat in 1960 registered a particularly great
increase, 15 percent. At the same time the relatively poor harvest in 1959
caused herds to decline slightly in 1960 and consequently the supply of animal
products (again based on production of the current year) declined.

To test the validity of this explanation the base year for both indexes was
shifted to 1958 (the official index was extended to 1958 using a combination
of retail sales of animal products and estimated consumption of animal products
as income-in-kind valued at a combination of procurement and retail prices)
in order to move both indexes forward from a period when sales and production
were more nearly balanced. The following tabulation shows that as the result of
the recalculation the movement of the two indexes is similar.

Average
1958 1959 1960 1961 1962 1963 annual

rate,
19"98

Animal products:OMca index .................. 112 113 117 &2
Computed Index ........---- -100 10 107 109 114 119 3.5
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(o) The anomaly of the soft goods indexes
A special problem in soft goods also arises from the use of production data for

the computed Index and sales data for the official. As previously noted the soft
goods computed index is biased downwards because of the impossibility of meas-
uring quality change. Nor has the computed index been adjusted for inventory
changes. As indicated in the text, growth In inventories of soft goods in recent
years has accelerated at a much faster pace than actual sales.

Thus, had the computed index adequately reflected qualitative Improvements
over time It would have been expected to increase at a faster rate than the official
index.

The following tabulation is indicative of the extent of the downward bias of
the computed index.

1980 196w 1961 I16 I196

SOftjMMs Index ............................. I 100 11 112 l11 12
Office Index (Austed to Include inventoes)---- -100 111 119 i1n 184
Computed Index ................................ 100 1071 118 119 121

The exercise of comparison was useful, pointing up the areas of greatest
problems but, at the same time, demonstrating that the methodology used to
derive the computed Index of consumption Is adequate for measuring changes in
consumption over time. The agreement between the two Indexes for the 5 year
period adds validity to the computed Index for the longer period of time as
used In this paper.

APPENDIx B. DualvATIoN Or THE INDEx or DIsPosArn INcOME

The USSR does not publish estimates of total disposable money income, but
estimates for components covering approximately 80 percent of the total can be
derived directly from official Soviet statistics. In constructing estimates for
the remaining components it Is necessary to use Soviet data appearing in a num-
ber of different sources and, In some cases, to derive Independent estimate&

TABLE 11
1. Total money income

(a) 1950,1955-64-Sum of lines 2 through 8.
(b) 1065-10 percent increase over 104 reported In Pravda, 7 Nov, 1964.

2. Gro8s earnings of wage and salary workers
(a) 1950, 55, 58-4--Average annual number of wage and salary workers,

N. kh. 1964, p. 545, times the average monthly money earnings of
wage and salary workers adjusted to an annual basis N. kh. 1964, p.
555.

(b) 1956--57-Money earnings from S. P. Flgurnov, Real'aya aarabotnaya
plata i pod'yem materilanogo blagosoatoyanfye trudyahhlkheya v
8888, Moscow, 1960, p. 192; employment from N. kh. 1958, p. 659.
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TA9nLz 11.-U.S.S.R.: Personal disponsble money income, 1950, 1955"5

1950 1955 1956 1957 1958 195 1960 1961 196 19 1964 1965

1. Total money income .... billionsofrubs.. 45.8 61.46 6677 72.00 76.62 80.36 85.14 93.99 101.36 105.50 11.57 122.72

2. Gross. tuof wageand salr do...... 29.83 41.53 4413 421 5.97 5.56 .59.59 65.95 70.65 74.11 79.25 87.5
3. Grssearnngs of cooperative artsas__do__.. .88 Li17 .80 .90 .91 1.00---------------------------------
4. Collecive farm wage paymets ------- do--:--. 1.18 3.06 4 34 4.49 5.15 4.91 4.94 6.00 &.63 6.79 7.68 8.2
S.Ntose----------------------------- Od--- 4.54 4.46 4.73 5.19 5.77 6.32 5.95 6.26 7.69 8.53 7.82 ()

6. Profitsdistributedtocoopenativemumbegswdo ---- .07 .15 .11 .15 .15 .15 .11 .11 .11 .11 .11 .117.Military pay and aowanc ..---------- do..... 440 450 4.90 4.18 4.14 3.92 .60 & 60 60 3.0 3 60 .608. Trans payments. --------------------- do .... 4.68 .59 7.76 9.57 9.53 10.50 10.95 1207 12.68 12.36 13.1
(a) P o and grants ------------ do..... .60 4.47 5.2 & 03 8.40 9.00 9.50 10.60 11.20 11.6 12.20 14.70
(b) Stipends to students .......-------do ---- .46 .74 .77 .69 .63 .61 .63 .63 .69 .75 .83 .83

(Loan service ------------------ do....- .51 1.43 1.63 .70 .37 .69 .70 .80 .80 .10 .10 .10
(Insurancespayments lesspresulums-do ---- .04 .04 .06 .06 .06 .06 .06 .06 .06 .06 .06 .06()et bozrowin. ----------------...... do .07 -. 09 .05 .09 .07 .14 .06 -. 02 -. 07 -. 15 -. 08 (1)

9., Total state deductions ----------- do-.... 6.48 8.33 8.75 7.26 6.17 6.20 6.20 6.40 6.60 6.90 7.40 7.90

10. Direct taxes on the population.---------do. 358 4.83 5.05 5.20 5.19 &5w 5.60 5.80 6.00 6.30 6.80 7.30l. LocaSl taXes, fees, fnes, passports. etc ----. do.... .20 .30 .27 .13 .58 .50 .50 .50 .50 .50 .50 .50
12. State loans .............................. do.... 2.70 &20 &43 1.93 .40 .20 .10 .10 .10 .10 .10 .10

13. Total disposable income ........... do.... 39.10 53.13 58.02 65.43 70.45 74.16 78.94 87.59 9476 98.60 104.17 114.82

14. Population... .mlon persons at midyear 180.1 196.1 190.6 293.1 206.8 210.5 214.2 217.9 221.4 224.7 227.8 20.8
15. Per capital disposable income. ........ rubles.. 217.1 2709 290.7 322.2 340.7 352.3 368.5 402.0 428.0 438.8 457.3 497.5
16. Price Index (1950- 100).......................--- 100.0 76.6 75.7 75.4 77.4 76.7 76.3 76.4 77.9 78.8 79.5
17. Per capita real disposable Income.----rubles 217.1 353.7 384.0 427.3 440.2 450.3 483.0 526.2 549.4 556.9 575.2
Index of per capital real disposable income (1950-

100).......................................100.0 19 176.9 1968 202.8 211.6 222.5 242.4 253.1 256.5 264.9 (.)
An usl Increase In per capita real disposable in-

come ................................... percent. 2-10.3 .6 11.2 .0 4.3 .2 89 4.4 14 3 )I ___________ ___________ ___________ __________

I Not available. 2 Average annual.
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(c) 1965-Pravda, Dec. 8, 1965.
3. (ros earnings of cooperative artisans

(a) 150, 1955-59-Cooperative artisans reportedly earned a wage equal to
two-thirds that of industrial workers. U.S. Bureau of the Census,
Producers' Cooperatives in the Soviet Union, by Frederick A.
Leedy, International Population Reports Series P-95, No. 'I, Wash-
ington, D.C., p. 14. The average annual number of artisans reported
In N. kh. 1964, p. 545. The average annual industrial earnings are
estimated as follows: 1950, 1955--D. N. Karpukhin, Sootnoshenye
rosta proizvoditcl'nosti truda I zarabotnoy platy, Moscow, 1963, p. 53.
1956-57-Ibid, p. 108. 1958-N. kh., 1964, p. 555. 1059--Interpolated
,based, reported earnings for 1958 and 1960, N. kh., 1964, p. 555.

(b) 1960-65--Producers' cooperatives were converted into state enterprises
in 1960, and members were classified as wage and salary workers.

4. Collective farm wage payments
(a) 1950, 1955-61-Estimated by Constance Krueger (unpublished) and are

derived for each year as a residual, the difference between total money
outlay and the sum of expenditures for obligatory payments to the
state, repayment of long-term loans, deductions from Income, produc-
tion expenses, and administrative-economic expenditures.

(b) 1962-63--V. G. Venzher, Ispolzovaniye zakona stoirnosti v kolkhoznom
proizvodst e, Moscow, 1965, p. 283.

(c) 1964-Estimated based on the relationship of wage payments to total
revenues of preceding years.

(d) 1965--Pravda, Feb. 3, 1966.
5. Net household income from sale of farm produots

(a) 1950, 1955-64-Estimated by Constance Krueger (unpublished) based
on total private sales as reported N. kh. 1964, p. 657; N. kit. 1968,
p. 546; N. kth. 1962, p. 540; N. kh. 1959, p. 708.

6. Profits distributed to coop members
Sum of profits distributed by consumer cooperatives and producers' coopera-

tives:
(a) 1950, 1955--58-Estimates based on reported gross profits of consumer

and producers' cooperatives minus reported Income taxes and the
reported share of net profits distributed to members.

(b) 1959-05--Projected at same level after 1958 (with allowance for aboli-
tion of producers' cooperatives in 1960).

7. Military pay and allowances
(a) 1950, 1955-1956 estimate adjusted for changes in the size of the armed

forces.
(b) 1956-58--Nancy Nimitz, Soviet Naticnal Incme and Product, 1956-58,

RM-3112-PR. The Rand Corp., Santa Monica, Calif., 1962, p. 2
(hereafter referred to as SNIP 1956-58, or other years).

(c) 1959-62--NIP, 1958-62, p. 7.
(d) 196.45--Projected at same level after 1962.

8. Transfer payments
(a) Pensions and grants:

Includes state social insurance payments, state social assistance pay-
ments benefits to mothers, minus expenditures on education, health,
and physical culture.

(1) 1950, 1958, 1960, 1963-64--N. kh. 1964, p. 778.
(2) 1955-56--N. kh. 1958, p. 900. -
(3) 1957-Gosudarstvennyy byudzhct 881R, Moscow, 1962, p. 23.
(4) 1959, 1961-N. kh. 1961, p. 761.
(5) 1962-N. kh. 1963, p. 654.
(6) 1965--Projected increase plus 1.4 billion rubles distributed to

collective fam members.

63-49.1 0-6-pt II-B----13
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(b) Stipends to students:
(1) 1950, 1950-57--Raskhodi na 8otetal'no-kul'turnyye meropriya.

tiya po gosudartvennoms byudz etu SSSR, Moscow, 1958,
p646.

(2) 1958-65--1957 base projected on the basis of the number of
full-time students in higher and secondary-specialized educa-
tional institutions as reported in N. kh. 1964, p. 67&

(o) Loan service:
Includes interest from state loans and savings deposits plus principal

retirement of state loans.
(1) 19W, 19556-N. kh. 1958, p. 900.
(2) 1957-"fGosudarstvennyy byudzbet SUSR," Moscow, 1982, p. 9.
(8) 195849--N. kh. 1959, p. 801.
(4) 1960, 1963--. kh., 1964, p 770.
(5) 1961-N. kh. 1961, p. 761.
(6) 1962--N. kh. 1968, p. 654.
(7) 1965--ProJected at 1964 level.

(4) Insurance payments less premiums:
(1) 195, 1955-58--N. Laptev (ed.) Finaney i 8otsiallstichckoyle

stroitel'etvo, Moscow, 1957, pp. 55-56.
(2) 1959-00-Projected at same level after 1958.

(e) Net borrowing:
Long term loans to the population. Difference between loans out-

standing at the end of the given year and loans outstanding at the end
of the previous year.

(1) 190, 1955-58--Vestnfk statiLtikl, No. 2,1960, pp. 89-92.
(2) 1959-62-N. kit. 196, p. 639.
(8) 1963--N. kh. 1968, p. 658.
(4) 1964-N. kit. 1964, p. 774.

10. Direct tawes on the population
(a) 1950,1955-5,1958--N. kh. 1958, p. 899.
(b) 1957-Estimated.
(o) 1959-62-N. kh. 1968, p. 685.
(d) 1963-84--N. kih. 1964, p. 770.
(e) 1965-Fnane SSSR, No. 1,1966, p. 6.

11. Local taaes, fees, fines, passport#, eto.
Estimates derived using methodology described in SNIP 1956-58, op. cit.,

pp. 110-11, and based on data in:
(a) 1950--. kk 1964, p. 770.
(b) 195 -58-SNIP 1956-58, op. cit., p. 110.
(0) 1959-64-N. kit. 1964, p. 770; N. kh. 1968, p. 654.
(d) 1965-Projected at 1964 level.

it. State loans
(a) 1950, 1958, 1960, 1968-4-N. kh. 1964, p. 770.
(b) 1955-NY. kh. 1960, p. 844.
(0) 1956-N. kh. 1959, p. 800.
(d) 1959,1961-62-N. kh. 1962, p. 685.

14. Population
Mid-year population estimates from U.S. Department of Commerce, Pro-

jeotions of the Population of the USSR, By Age an4 See: 1964-1985, Wash-
ington, D.O., 1964, p. 35.

16. Retail price Indev
Derived by combining the reported state retail price index with reported

collective farm market price index using 1955 share weights of 91.3 for
state retail prices and 8.7 for collective farm prices. Sovetskaya torgovlya,
Moscow, 1964, pp. 89, 266.
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TABLE 12.-U.S.S.R.: Average annual money learning per
worker, by aeotor, 1958-65

wage and sa86

(Rubles)

1958 1980 1080 1981 1962 1963 196 196

Average for toI .............. 3 4 1.000 1134 1,01 1,081 1,144
Indu stry----------- 104 () 1,096 1,112 () 1,11 120 ,2
Construction I ................. 1, ) 1,100 (8) ( 219 122
Agriculture ------. 637 ( 47 6 0 806 847 3Transprtort to ................. a 1,0 () 1,12 1,226 1
Communications I ............... 748 (870 m
Trade, restaurants, material .. 7() 73 (774 7 9

technical supply' .......
Housng h mmr economy': 66 61 781 774 871
Education'................833---83 904 942 1,122
ScienceI ........ . . . . . . . . . . . . . . . . . 1,21 1,280 1,316 1, M 387Credit and insurance'........... 8 ( 844 937 94 1,030
Administration '............1,010 1,027 1,123 1,150 1,256

11958--64-N.kh. 1964, p. 565, "1965-8BR v tslfrakh v 1965 godu," Moscow, 1966, pp.
126-7.

S195, 100, 1063-04, N. kh. 1964, p. 555; 19061, D. N. Karpukhin, "Sootnoshenlye rosta
proizvoditel'noeot truda I zarabotnoy platy," Moscow, 1963, p. 128; 15--tslfrakh, 1905,
op. cit., p. 126.

a Not available.
'1958, 1900, 1903-64--N.kh. 1064, p. 555; 19061-62, "Planovoye kbozyaystvo," No. 11,

1963, p. 48; 1965-tslfrakh, 106, op. cit., p. 126.
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HOUSING CONDITIONS AND URBAN DEVELOPMENT
IN THE U.S.S.R.

PREUIUNARY REMARKS

The complex of questions pertaining to Soviet urban living condi-
tions may be examined and interpreted in terms of any one of its sev-
eral dimensions. In the present paper, the conditions of city life in
the U.S.S.R. will be examined primarily from the socioeconomic point
of view.

The paper's main objective will be to undertake a characterization
of the Soviet city in its present setting, i.e., to show the extent nd the
nature of the changes that have occurred in the Soviet city since the
prerevolutionary period as a result of the policy of forced Industrial-
ization initiated in the U.S.S.R. in the late 1920's. Against this back-
ground, the paper will try to develop an analysis of thle socioeconomic
factors that combine to form the process of urbanization in the Soviet
Union and of the effects of urbanization on the living conditions of
the population of the country.

A few words about the sources of this paper are in order. During
the 19 and early 20 centuries, the government agencies of prerevolu-
tionary Russia 'published several major works on Russian cities.' In
addition, numerous monographs and articles dealing with various
specific topics relating to cities were published. Furthermore, the
problems associated with city life and municipal facilities were ex-
plored in dozens of special periodicals, usually monthlies, published
by the local authorities of the individual cities.

The situation in regard to sources describing and illuminating the
municipal economy and city life in general has deteriorated drastical-
ly during the Soviet era. In the late 1920's1, severe restrictions were
placed by Soviet authorities on the publication of statistical data and
informative material of all kinds. The body of officially suppressed
information expanded steadily under this policy and by mid-1956 all
aspects of economic, political, cultural and social life in the cities of
the U.S.S.R. were completely shrouded in secrecy.

Beginning in 1956, the publication of the official statistical year-
book, namea The National Economy of the U.S.S.R., was resumed.
It contained some fragmentary data related to Soviet cities: the num-
ber of cities, size of the urban population; a list of major cities (80 ;
the volume of new housing construction; and total dwelling space In
the Soviet cities. However, the new annual statistical abstracts con-
tained no information on the municipal economy or the public utilities
provided by the cities. To this day, these voluminous annual publica-
tions do not present any firm figure on the urban economy and the
engineering facilities of Soviet cities; their physical plant, or type

I For example. "Goroda Rousl v 1904 Coda," St. Petersburg, 1000: Goroda Roani v 1910
godu," St. Petersburs, 1914.

538
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of construction. Any inquiry into the subject of Soviet urban con-
ditions is, therefore, attended by a number of difficulties.

In an effort to overcome these dlficulties, the author has resorted to
use of a wide variety of scattered sources available in print: census
data on the urban population; publications of the Central Statistical
Administration; legislative documents of the central party and Gov-
ernment agencies; the proceedings of specialized congresses, confer-
ences, and professional meetings; individual monographs pertaining
to some aspect of Soviet cities; articles in general and in professional
periodicals; newspaper articles and dispatches; etc. The exploitation
of this wide variety of materials has made it possible, if not to over-
come completely, at least to circumvent to a considerable extent the
obstacles encountered in the course of studying the current situation
in the Soviet cities in general and the municipal economy in par-
ticular.

I. URBAN HousINo IN RussIA Bnow TlE REvo'mrioN

Prior to the end of the 18th century, housing in Rumsian cities con-
sisted almost entirely of single-story wooden structures with wood
or straw roofs. Use of stone and brick-principally in churches,
Kremlin walls, palaces, monasteries, and Government building-be-
gan in the late [5th century with the enactment of a decreei on-'mat-
em of masonry" that was intended to promote masonry construction
in the capital and in other large cities. This decree was concerned
primarily with the construction of Government buildings.

The characteristics of the housing fund of the cities of prerevolu-
tionary Russia as a whole are given in table 1.

TAwL 1.-Reidential building in Ruefas cities tn 1910, by typo of material in
wafle and roofe

Number of Percent of
bul5in4 tow

o m bnmbr of ident l l ...............b...n.......................... 6483,4U 100.0

Omm..................... ............................................ 8, vi.22.
Combination Of materials------------------- M

Boa innm roobd with-
The cplll mat,,erial..... ...... ............... e

Tar .... .......... .0 ....................................................................... .. ....... ,W
ie .............................. ........... .a,

that."HHH. .H.H and unlsl&---------- - H--------17.2

It buildlna wu defined as a seprats trUcture under a single root lirewalls (attached wings) and
arhitectuatl mbelishmsnts were considered a being under the same root u the main building.

Source: Statlttlohekly ehegodnik Rossll 1161 . Petrograd 116 se. G pp. 14

Thus, only 22.7 percent of the housing fund in the cities of pre-
revolutonarT Russia was composed of masonry buildings, while U.2
percent consisted of wooden houses. Moreover, 48.9 percent of the
houses were roofed with straw or wood-highly inflammable materials.
At the beginning of the 20th century, 50 percent of the houses in

I N. I. lid'kovskl, "Moskya v Itorli teknlki", Moscow, 1950, p. 491.
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Moscow were made of wood, :13 percent were made of masonry, and
tile reininig 17 l)ereent were it col)inatlion of mason'y and wood.'

Olt tie wholh, the predoninant. type of dwellillg in the cities of pre-
revoltitioilti'y Russia was t le sing e-story house foi one faimiil y, coni-
pletely l(kiiig in litiliti ks, iId dif'erilg' but little froill rural illts ill
resl)eet to (hesign and cotd ionls of Satt liton and hygiene. There also
Wer'e l1i1tty privatee hoies of the mansion type andl bildin ; with
several al)ltlflents of (diil'eint size, comfortalay a apolnted and do-
signed for individual fallies of various sizes. Alt tough no overall
dait exist onl the t tltt1tl(1 of dwellinlg space per eapita available to
the total urban l) atlhlt ion (24,700,000) of lrerevolutionary Russia,
for the period 191'2-1914 it l11a1y be est inlnted tI 7 square meters.

The tinme periods (luring which basic municipal facilities were intro.
duced li Russian cities are shown in table 2.
TABLP, 2.-Numbe, of cities with baao .iiunfeipal facilitee in prerevolutfonary

R-Ntiha. (1VIthi no mlartOg in ('ffeit prior to Uc1it. 17, 1080)

Introduction of facilities (number of cities)
Municipal facility

1870 1900 In 1917

Water system ....... . 16 22 33 41 i6 48 11sewage system.... 1 3 4 8 10 28Electrio power station . .......... 2 28 108 140 2728tr, tcar system .............................................. 12 it 12 38Power lundles ............... 9 9............................................ i 9Incinerator plants ............ .............................. 2.......... 2 2

Source: D11. .Veselovskly, "Kurs dkonouilki I organlzate11 gorodakogo khotyanlstva"l, &I ed., Moscow,19511 p. 91.

On the eve of World War I, many Russian cities were still largely
administrative or admniistrative-conmmerial.handicraft centers serv-
ing a limited surrounding area inhabited by an agricultural populs-
tion. According to the 1897 census, 9.80 percent or the urban popula-
tion of prerevolutionary Russia was engaged in agriculture. This pro-
portion was as highly as 20 percent, in the Caucasus and Siberia and as
low as 8.71 percent. in the western provinces.'

II. RECENT RzCORD Or SOVIET CITY PLANNING

The seizure of power by the Communist Party in te end of 1917 was
followed by sweeping changes in the political and economic structure
of the country, and in the manner mid style of the development of
urban life. Forced industrialization brought in its wake fhe rapid
urbanization of the country. The number of towns grew at a rapid
rate. During the 12 years between the 1920 and 1939 censuses the
population of the U.S.S.R. increased from 147 million to 170.6 milhon,
or by 10 percent, while the urban population increased during the same
period from 20.3 million to 50.1 million, or by 112.5 percent. The
rural population declined during the same period from 120.7 million

I Verner, I.A. (ed.) "Sovremennoye khosyaistvo Xoroda Moskvy," Moftow, 1918, p. 18."Protsentnoye raspredelentye nalehnogo naseleniya Imperil oboyego pots po griuppam
Sanyatty, pokiaunnnym pri perepist glavnym. kak dostavlyayushcheye glavneysblye sredtva
usbhesetovanlya, iue 5, 8t. Petersburg, 1900, pp. 4-5.
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to 114.5 million. The )rlo)ortion of urbanization increased, during
the sane period of time, fromt 17.9 to 32.9 percent.

The growth of cities and urban types of settlements in the U.S.S.R.
during the last i8 years is shown in table 3.

TAMLe 8.-Population of cites and urban cttletnent in 19*6, 1089, 1059, and 1905

NUMBER OF CITIES AND URBAN.TYPE SETTLEMRN'TS

December 1026 January 19 January I0,9 January IM
Range -- dmmm --- -

Number Percent Number Percent Number Percent Number Percent

Vnder 20,000....... 1,69 88.3 2,259 81.8 8,841 83.1 4,M27 82.4
20.0O0 to 0,000 ... 18 7.0 310 11.4 474 10.8 85 10.
80,000 to 100,000..... #10 8.1 11 8.6 Im 8.4 184 3.5
100,000 to 50,000..... 28 14 78 2.8 123 2.7 Im 8.0
Over OM,000 ........ 3 0.2 11 0.4 28 0.5 29 0.6Total .......... lows-' I- jo.-j'- jo -oo.o 1 4- i' o oo l .11 1 -

Totl . 1,18 10.0 2,782 100 4,1 00.0 5 1 300.0

POPULATION OF CITlES AND IRBAN SETILEMPNTS (IN MILLIONS)

UndergO 8.00 &7 88.1 18.2 28.2 28.6 28.6 29.3 24. 1
20.000 to W000: 4.0 14. PIG 18.9 14.8 14.8 16.7 18.760o000 to 100.000 4.1 18.6 7.1 ,,., 11.0 11.0 12.8 10.616oo8o ,ooo 8.4 20.8 15.7 26.0 24.4 24.4 31.9 20.2
Over 60,000 ......... 4.1 35.0 12.8 21.2 24.2 24.2 81.0 28.4

Total ............ 2.3 .160.4 100.0 100.0 00.0 121.7 100.0
' In the middle of the year.
'In new boundaries.
Source: Nrodnoye khotyaitvo 888H v 1964 godu. Statlatleheskly euhegodnilk, Moscow, 1965, p. 32.

The rapid growth of the city population, further stimulated by tile
policy of forced collectivizatism, helped to bring the problems of the
Soviet urban conditions Into sharp focus by forcing the Soviet Gov-
ernment. to cope with the relocation of millions of workers who poured
into the cities en masse from the rural areas of the nation. The prob-
lem of modernizing existing cities and building new cities became a
matter of extreme urgency.

At the same time, the question of limiting the growth of cities also
had to be faced. As fartack as 1931 the plenary session of the Cen-
tral Committee approved a resolution prohibiting the building of new
enterprises in the two principal cities of Moscow and Leningrad to
become effective in 1932.0 In 1939, the 18th Party Congress empha-
sized the need "to extend this resolution to include Kiev Kh"kov,
Rostov-on-the-Don, Gor'kiy, and Sverdlovsk," where the building of
new enterprises was to be prohibited in the future.'

The prohibition of the building of new industrial plants in these
cities was designed to limit population growth to the natural increase
on the part of the existing population. It is quite obvious, however,
that in at least five of the seven cities a large proportion of the pop-
ulation growth continued to be accounted for by migration from other
areas.

* Narodnoye kbotyalstvo S.S.B.R, v IMO godu." Statletlehbek' eshegodnlk. Moscow,195~ p. 1?.

" 08 v resol utalkh I reshenlyak a'edov, konferentuly I plenumov TuK," pt. I1I,TOhe Moscow, 1954, p. 128.

1 X1III a'ezd Wseoyusnoy Kommunlutlchqekoy Partil," Rtenograpblchekly otchet, Mos-
cow, 1989, p. 660.
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Population growth in these cities is shown in table 4.
TABL 4.-Population growth of 7 Rort cities following approval of resolution

to prohibit the building of new enterprises

Population (in thousands) Increase over 1931 and

Cities Year prohibition wuannounced Jan.t, 1965,a estimate Number Percent

1931 1939

Moscow................................... 2800 . .6,448 ,64 180.1Lenhigrad ........................ ............ 8,61 1,418 6&4Kiev ................................. 47 1,48 801 6.4
Khar'kov ............................................. . on 1,070 23? 4Ro tov.on.the.l)on .................................... 10 720 210 2(lorkiy ............................................... 64 1, o 441 .aSwerdiovsk ............................... 423 919 496 117.2

Source: Ia. St. Knanovich "Za NotlalllNticheskuyu rekonstrukt ilyu Mopkv I gorodov
"H4It." MoScow l,'ntilratd 1b31, p, 09; "Narodnoye khosynistvo 8811t v 1t14 go u, Sta.

tltichekly 1(shegolillk," limw, 1904, pp. 22-81.

During the past three deades the Soviet Government has attached
great im portance to the problem of limiting the growth of large cities.
Ideally, in the Soviet view, the growth of cities should be limited to
what was considered to be their optimum size, that is, not more than
2150,000 inhabitants. However, the Soviet, Union has not been success-
ful in coping with this problem. In practice, the large cities have
continued to grow, while the medium-size cities have developed far
more slowly.

At present the number of large cities, i.e., the cities with a popu-
lation of 100,000 and over, has increased conspicuously; namely from
89 in 1989, to 187 at the beginning of 19065. Of this group, the num-
er of cities with a population of7500,000 and over, has grown front

11 to 29. In the beginning of the sixties, only the city of Leningrad
has spelled out-in Its new general plan-some concrete measures for
the territorial limitation of city growth and for the dispersion of its
population.,

Also, in the process of reconstructing some of the larger cities, popu-
lation increases at a much greater rate than plnnned have taken place,
as shown in table 5.

TAHLx (.-it/ popuklatio as planned for 1978 and a reported for 1965

Plaumed Ac~ I Iatiom

Oorkiy ..................................................... 4000 1 ITasken ..................................... ....... OO 1, 1! 3 0N ovosbrk ..................... .. ......... .......................... U0000 I, o- X 00
M iW ......................................................: ....:...... 44 0 111 000

Source: Ekonomika stroltel'tva No. 3, 1960 p. 30 Naodnoye khosyaistvo 8iSR v 1964 Iodu. Stat.istlebeskly labaegodlik, Moscow, 196, pp. 2F-41.

o Arkhbtekturm 088R, No. 8, 1060, p. 24.



NEW DIRECTIONS IN THE SOVIET ECONOMY

The general plan for the city of Baku, to cite one instance, had Ire-
determined its population for the next 20 years at 800,000 to 850,9;
in fact, however, its present, population stands at 1,147,000.' A similar
situation exists in various other cities. For example, the general plan
for the city of Temir-Tau,. prepared in 1956, projected its population
at 150,000 but the new revised general plan, drawn up in 12, raised
this population figure to 280,000 to 800,000.0

Siminarsituations have occured in connection with the construction
of new cities. In 1949, when construction work was started on the
site of the city of Angarsk the plans called for a population of 80,000.
More re ently, however, plans have been revised to a point where the
city will eventually accommodate 200,000 inhabitants."

The construction of Novaya Kakhovka, planned for a population of
25,000, was completed in 1960. However, after the building work was
completed it, was decided to establish a number of industrial enterprises
in the town in order to take advantage of the proximity of the
Kakhovka hydroelectric power station. As a result, the projected
population of tie city was revised markedly upward to 100.000."1

As a result of the recurrent miscalculation in city planning, particu-
larly with respect to overall area and number of inhabitants, impor-
tant and expensive corrections have had to be introduced with respect
to, among others, the size of cities and their street network, the ca-
pacity of its cultural establishments, and its public utilities (water
systems, sewers, gs lines, etc.).

The wholesale demolition of existing houses, in connection with
large scale new housing construction as well as the general reconstruc-
tion programs of the cities, also seem to be at odds with the official plan.

For example the following amounts of living space were reported
to have been demolished in the city Voronezh:

1958-20,000 square meters living space.
1959-4,000 square meters living space.
19606-40,000 square meters living space.
1961-05,000 square meters living space.

The same situation had been reported from time to time in the case
of many other cities, such as Novosibirsk, Kostroma, Maykop, and
Melitopol.11 In the city of Kuibyshev whole residential areas were
reportedly demolished. In the course of a period of 4 years (1957-40)
1 metalurgical enterprise in this city on the Volga destroyed 9 blocks
or 180 houses." In the RSFSR the demolition of houses ordered, in
connection with the reconstruction of several cities, increased by 50
percent between 1960 and 1968."1

The general program related to Soviet. city planning is regularly
adjudged by the official press to be unsatisfactory. Out of 1,700 cities
at the beginning of 1961 nearly one-half of them did not have an ap-

t Arkhitektura S8R, No. 2, 1961 p. a1.a llshohnos stroitel styo, .7, 10 2 2.
toradostroltolstr ,Tu e "ittAoidemil .troitertva i arkbitektury 8802 povogroam dostroitel stva MOSCOW 1961, p. 420..otrolteltvo v 888R, 191-1957 Trudy IIb oul Akademli stroitelatva i arkhitektury

8.. 1tJovvaanhenne 40 ovachielne vellko, oktyabro'koy sot la1stlcheekoy revolt.Bill vda 1 w,.195 84,. 212-11 Ekonomalka stroltel'itva, No. 8, 100, p% 0.-Is. Pravdai., r r 1, 1 41 a.
1l auvestlya, af., T 9.41, p. 4.
"Ekonomheekaya Gaseta, June 28, 1964, p. 88.
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proved general plan.' Nor is the situation improving visibly. It is
true that during 1905 as many as 236 general plans were developed
or revised for large, medium, and small cities. The fact remains, how-
ever, that in the forthcoming 5-year period it will be necessary to
revise the general plans compiled over the course of the past 20 years
(1940-00) for not less than a thousand cities. In addition the devel-
opment of new plans for 200 medium-size cities and small towns is
required.1t

The main reason why so many previously approved general plans
for cities need to be redrawn or revised is obvious: Soviet urban plan-
ing agencies are poorly organized and continue, moreover, to work

with a complete lack of regional planning data and programs, which
are the keystone for urban development. It is rather self-evident that
regional planning designs are necessary for the correct arrangement
of the regional complex, including industrial enterprises, transporta-
tion, power and public utilities and communication facilities. Such
plans have been developed in a number of republics for economic, in-
dustrial and rural regions. However, in the meantime many of
them have become obsolete and as a result, now require fundamental
revisions.

The process of regional and urban planninF inevitably is rather
complicated. So much minute current statistical material needs to
be gathered, so many separate organizations must be coordinated in
the course of preparation of a general plan of the city, that often such
a plan becomes obsolete by the time of its approval. As a rule, a great
deal of time is needed to coordinate all the established requirements.
For example, the general plan for Volgograd was approved only in
1962, i.e., 17 years after the end of the Second World War."

One difficult problem facing Soviet city planning is the apparent
concentration ofan overwhelming number of the city populations in
the oblast' [province] centers, as shown in table 6.
TADLI .--Perent of population of some large cities to the population of oblast'

In 1969

CltluInpsnttson uret to
Citia "U rb ll obut'population population

Lentngrad ................................................................. 4 7
Omsk ................................................................ 1 81
ier ................................................................... 71 40

Tuhkent ....................................................... 70Novoliblk ........................................................... ... a IIha'kov ................................................................... . 0 1

Sourm: NV Dmanov, Sovremennoye gradostrolti'stvo: Olsvnnv problimy. Moscow, 1962, p. 4A

The boundaries of such cities undergoing reconstruction as Gor'kiy,
Kuibyshev, Khar'kov, Tashkent, Novosilirsk are steadily expand-
ing. In some cases the metropolitan areas undergoing reconstruction
extend from 20 to 80, even 40 to 50, kilometers and the labor force in

16 Pravda, May 19. 1961 p. 2
It Pravda, Oct. 20. 1906 p. 8. Some large cities, like Kazan', Frunze, Norit'sk, Tomsk,

etc. do not have approved plas, Stroitelna.a Oasets, Oct. 29, 1965, pD. 2.'1 Arkbitektura SBR, No. , 1961, p. 7; Ekonomicbeskaya Gaeit, June 28, 1965,
p. 8.



NEW DIRECTIONS IN THE SOVIET ECONOMY

these areas spends a great. deal of tine traveling to and front work.
The city of Volg)gad, for example, extends over 70 kilometers, and
ias a poplatiot of 70),00) (end of 1904).

Half of tie population of the city of Kopeysk (80,000) is scattered
in the worker settlements front north to south for a distance of 85
to 40 kiloniters." It slouldhe noted tist the anres usel for industrial
enter)rises in loSt, Soviet cities are almost twice as large per person
than in the cities of the I Inited States."

The residential areas in tle large cities, like (or'kiy, Novosibirsk,
Kuibyshev, (1helyabinsk, and others, average 45 square Ineters per
peison, or twice ias high as the officially prescribed ntorim.21 This is

ue to lthe fact that a high perentage of residential areim, ats coin-
pared to total built. u) are1s, are occupied by small dwelling units.
For example: Oltvllurg, 88 plercett.; Tishkent, 85 Percent: Onsk, 88
Iercelt iienza, 82 percentl, Novisihirsk, 80 percent ; Tula, 80 por-
cent.; Kiluii, go percent ; P7fa, 77 leroent.; Arcllangel'sk, 75 permelt:
Vladimir, To percent,- Kuihyshev, (17 percent; (or'kiy, 57 pereout"

The fourth congress of Soviet, arclltects, held at the end of 1905,
featured an inportant and serious discussion of the quality of Soviet
architecture. 'he lhelme of the, congress 111n be eXlp'ssed in the
following official commentary published on that occasion about the
state of the art iI1 Soviet. elty planning: "alny shortcominp still
exist in the design of general Inns. Monotonous architecture in our
cities is not only i remult of a frequent lack of creative al)l)roac to the
apl)licat ion of sttlndard tylpe i)lls but also ia consequence of tile stereo-
t ype jIract ices that lnve become established in the development of the
general lans118." 23

i'l'e fis8t secretary of the U7nion of Arclitects ialso wrole in this con-
nection: "We should frankly say that the level of quitlity of Soviet
architect tire todity is nismAt tetory. Many Iiosems m d building of
tile ss tlpe designede) to Improve living condition are imperfect
in their funetionl, design, a1nd est Ilet iclal standards. Quality of 11111
huildin, its far its tile ifitlv new construction Innterlills em)floyed and
tile equplelt. . t installed inside tie building, in the majority of ces, is
inadmissably low." "

Nevertlles, on Iore formal oc(ICasiolis Soviet allt hors cnti nu1e to
stress that. tankss to tie bsecme of private owulerslip of 11111 l and
means of Irodtition, Soviet umban construction is developing m11der
the favorable eoidit ions of it pt)lned economy. This creates unlimited
I )O.sibilities for the imnp)rovelelt of planning ild bIilding ill opli-
Iated rieas ill order tit Soviet cities may be transfomled into the
best. cit ies in the world." "

ITL 11'oKISINU (omDroNs IN JIHIAN C.NTYI.I5 o' TiE t.S.S.R.

As was noted before, the policy of forced industrialization based ats
it. was on the conlmhl) ,y eollet ivization of agricultu, brought about.

"Arkhitektura MR5I. No. 1. 1062. t,. 28.
v opiou r eonomtki, No. 1 1960, p. 114.
Hkonomlka stroltel'utya, ko. '. 1180, p. as.Tn 111 Vl m, ull, op. cit., p. 491.p1mvda Oct. 2O, ++ ,'p.. a .
Arkhlt ktuma 8ssRN0. 41, lot11. 1.
V. I, Sv1C1fticYY,, " ON C110y1l tuiollel'stvo T 88R.," Moscow. 1960, p. 28.

Pan0
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a umass ilovoeneit of millions of peasants from the rural areas into the
cities. At th same lime, the scale of new housing construction by
the public i11thoritm 1fuled to keep up with the rate of growth in
iil)l pi opulatioll, (hue to tie colnclitri-ttioll of capital ilvestnuent on
tie lheavy branches of itidustry required for the support of the military
1)tislenlijd of ihe ITS.S.II. AK a colsequeice, the country witil 'd i
steWdy deit lie illI living spll'e per ell pitii. " The mnouut of living space
alvaiible pe' ilulbitalit deCretimtd roll 5. 5 84qir lillers ill 102(1 to
4.34 square lleters ill 10)10.11 The tendency for living splace to decline
pel' capiit a'little to ln e(l lltometline dhl'ing lit fourth Ai-i tyel° pia1n
( 19,16-0) ; Silnce then there hlill been i percept ible though very grad-
ual, rise ill a'eril re living splte availllble per iban resident in the
Soviet tlioll. I oweve', housing conditions of tile city jpopulationl

alive colllilled to be illideqlille, 111141 by lie eid of 19A5 lotll llrball
dwelling fiacilities 'ovide ( only 5.40 M s are meters of living sp ice
per inlabittnt.

Ill otiletr to imiwe tlhe housing sitat ion tie Soviet. (hverlilleiit
undertook it pl'ogall of building 060 million squire mtneters of floor.
spno during the 7-yeim' plan covering the period 1959-05.18 The

~eg.lee of 'ilfillltlll of this l1iill lally b well in table 7.

mA.I 7.--7.var pl(an goals anfd artual f/ilfhllmen (nlllon of square mIfera

10 1060 11l 1962 196 1 1904 106 Total

I'lalm lJodi ........................ l1,737 101,6M P6,230 94 ,W2 94,66 94. W K 96,01114 0 D000
Ac ltal fu llin eit. ... 70..0......... t10, 00 0 00 79 ? 7. K0 7,00 0 0

........... 9, kl4 133 116. 11,%"" . I o., l 1. 2 1143
l'nlrtw1or.... ........... 0... 6I5,l06600 .61900 0IC60 40
l'0ere..i ......... 36.3 6747"0 74. 3 "1 7M0. a'. ~32
l'rivalesew'or..... 27200 27000A O '231 "700 1%W0 16,200 1%800 141,900

....... .... ... . 2.6 29.4 6.7 1.0 21.6 21, a

Hourto: D. 1,. lroner, "Sovremennyye problem "hilllhchnos khosyalstva (Opt eko.
ointiko.NtaI lootlhhmkogo anallsa)," hlosptow, 101, . IO ; "Nnroi, tove knoxy8lt vo 9081 V

11)04 grdi, thalltleliskly ehrgodnik,"'Mosow, 1 06, p. 0104; Pravda, Ieb, 3, 1060, po. 2.

As indicated in tie above fltires, only 84,3 percent of the uniO t
of new housing planned for the 7-year phn was in filct completed.
According to the target flgtres for 1959-65 individual builders should
have built 2(10 million sqUar' meters floorspwe' or nearly 40 percent
over and above the (Governmneit. program, In fact, pri'ato construe'-
tion added only 148.9 ilillion square meters floorspace or only 57.2
per('ellt of its lhlllned lissignillellt.

Pirivtte colstrction is not favored ill(lte Soviet Union today.
Fre qent. delays and supply di illeulties invariably beset. individuAts
wishing to build. For these reasons the role of private construction
in the total building program Ias declined sharply. In 1065, indi.

"Tho "living spa e" (shilala ploshchad°) of an aitartnent Include : the living rooms
and belrooms, "onliving space" (nexhlilat plophchad ) takes in tlip kitchens, e trance
halls, Iathroom., corridorp. pantries, and other servip Sreas, evC If hty aro used for
ll.Ing purpose . Living sracp and nonliving space together mnke up the total nloor space
10ifilifaylk p1helirhnd') o I dwrllln
" "Current Heonomil Indicators ror the U.. .R." materials prepared for the Joint

Niononh' ('oninilttce. (.nsi-gre of the 1Vnited states, June l16, WohSington, D.,, p. 140.
* Women to be conistr' ted In cities, worker seltlhments, technical repair antlons,. state

fans (8ovkhoeis) and lumbering settlements.
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vidual builders completed only 16.8 million square meters of floor-
space as compared to 27.2 million square meters in 1959. Housebuild-
ing cooperatives, another source of construction added 1.8 million
square meters of floor space in 1968, 4.8 million square meters in 1984,
and 6.0 million square meters in 1965.10

The reconstruction of cities often results in the destruction of pri-
vate housing. For example, in the cities of the R.S.F.S.R., over
80,000 square meters of living space, or more than 8,000 privately
owned houses, which were in good condition were demol ished in
1963.80

The quality of Soviet housing, which can be termed at best hap-
hazard, shoddy, and incredibly poorly maintained, remains the most
vulnerable point. This has been a perennial problem. In 1927 a re-
port on housing construction by it special commission of the U.S.S.R.
Council of People's Commissars severely critized the quality of new
construction: "The quality of our new housing is extremely low * * *
Not infrequently, a newly built house requires very serious repairs
in a year's time and capital repairs after 2 or 3 years. Numerous ex-
amples of construction in the Donets Basin, the Urals, the Northern
Caucasus, Baku and in the industrial regions (Moscow, Ivanovovoz-
nesensk, Gor'kiy, Sormovo) confirm this sad reality."' Since then,
countless regulations, resolutions, decrees, directives, circulars, and
the like, have been introduced in an attempt to improve the quality.
In spite of this, housing construction in the Soviet Union today, on
the whole, suffers from a number of glaring defects.

Some tpical examples: in Azerbaijan S.S.R. the state commission
for architectural-construction control published the results of its re-
vision of some completed houses: "the width of the rooms at the en-
trance is 3 meters and on the opposite side, the width is 20 centimeters
more; the height In one corner is 8..50 meters on the opposite side, 8.48
meters; the tlreshhold is 10 centimeters higher than the floor; the
width of the passage in the kitchen is 20 centimeters narrower than
the plans called for-defects and departure from working designs
and technical specifications are so substantial, that, they cannot be
corrected."" Recently occupied houses are sometimes already in need
of capital repairs, and the new occupants are evicted because rain
leaks through rotten shingles, and comes through the walls as a result
of improperly constructed wall joints.$

A special term, "hidden spoilage," is used in Soviet practice. For
example, when a commission inspects the floors of a new house they
are fund to be in order. Later, however, the new occupants find that
the floors begin to warp, as a result of excessive humidity, often 18-20
percent instead of the 7 percent permitted by standards.

."Narodnoe rosyalstvoISSR v 1964 goda." tattstichesy esubetWodnik, Moscow, 1965,p. : ravds, eb.8 1980 p, . Plan for construction sy oubtilding cooperatives
was established: fot 194. 4. and-for 1965, 7.2 million square meters noorspace. Pravda,Dec. 8. 105 D.a

D .konom c6'eay Gaseta. June 28, 1905 p. 88. For the U.S.1.R. as a whole, in thesame year. the record showed the existence or nearly 10 million meters of ilvin space In
ramshackle condition, but only 1,845,000 square meters of the type of housinfg weredeml ta f 1d.V. fhmldt "Raboehiy klaas S...R. I shililachnhyy voproo," Moscow, 1920, p. 76.

*Itrote'nay inasets. war. 12, 198. p. 4.
* Pravda. Jan. 15, 1085, p. 4.
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Some indication of the circumstances under which housing con-
struction organizations are working can be seen from table 8.
TADL 8.-Oharactertles of working oodtflon of building organiatione In the

Kazakh S.R., in 1968, and 1964

1063 1964

topped of unit's finance 1................................ 104Stopped construction work ....................................... 115 0
_ ratlve punishment of engineer and other technical worker .........

= =1onont bad workers del or' ofce ................ 31
Decreased account books hr defe7ta commntt 1by oonlract orpmigatio

(thousands of ruble) ..................................................... . 75.9 98 4Qua ty of consrcted house, in percet:
xcelu .nt ....................................... 1.4 1

Good ........... .................................. 57.6 A
Satisfactorily ...... ............................ 41.0 4 17

Unwarranted construction of units in citie and urban settlements ..... 13 1s$
Unwarranted putting into operation of units of civil purple ................ 404 40

Source: Zhilischnoye stroitel'stvo, No. It, 1985, p. 30.

Soviet officials are particularly concerned with the Inefficiencies and
substandard quality of large panel construction. The reason for de-
signing large panel apartments was to use efficiently the large plain,structural elements that form the walls, partitions, ceiling, and so on,
which are prepared at a factory (Including trimming their surfaces)
and then assembled at the construction site by derricks of one type or
another. Such large panel construction using prefabricated compo.
nents is characterized by a high degree of industrialization and should
offer many possibilities for economies.

Durig the past 4 years only 19.8 million square meters of living
space of the large panel type were constructed. This amount totaled
only 41 percent of the established plan. Many of the specialized en-
terprises which are engaged in the manufacture and preparation of
large panel building parts, produce parts of completely unsatisfac-
tory quality, with a low degree of factory readiness. As a result, many
apartment uldings are constructed and operated with numerousdefects."

In some cases the situation is evidently even worse. For example,
during 1961-68, 42 five-floor apartment houses were constructed in
Kiev, with a total floor space of 104,000 square meters. In view of the
low quality of the structural materials used, progressive cracks began
to appear in the external wall panels, and further construction of these
bul"lin had to be suspended.3

Undoubtedly, the Soviet Government has been making a determined
effort toward overcoming the persistent housing shortage. The fact
remains however, that Soviet investment in the officially favored sec-
tors of the economy, at the expense of housing, has not undergone any
major change in recent years, As a result housing conditions for the
Soviet population has improved but slightly, as may be seen from
table 9.

A Stroitel'naya Gazeta. De. 51984 p. 2.
Ukonomika Itroltel'atva, No. 8, 1965, p. 4.

8491 0-OS--pt 1-8II-M44
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TAIII., .- UIrban population growth and lIving space per capita In the U.S.S.R.,
1969-415

Urban housing at end of Per capita
Urban year living space

population Index as percent
Year at cud of per capital of-health

year (million Total living Per capita living space norm of 9
persons) space (h. living space square

lion square (square meters
meters) meters)

18 ......................... I00.0 540.8 5.40 I00.0 60.0
I0N......................... 103. 8 582.4 5.61 103.8 62.3
1010 .......................... 108 a 622.7 5. 7 106.4 63.0

091 11..9 661.0 5.91 100.4 6.7
102 ............................. 116.1 698.1 6.06 112.2 67.3
1963 ........................ 118.6 734.5 6.19 114.6 68.8
1014 ............ ........ 121.7 768.3 6.31 116.9 70.1
165 ........................... 128.3 804.0 6.42 118.8 71.3

I As of Jan. It, 199. The author has used official Soviet sources for the purpose of estimating the living
si)awe and population figures during the period 19845.

Since 1957, Soviet authorities have predicted that the housing con-
ditions of the urban )Ol)ulation of the country would improve con-
siderably )y the end of 1965 and that by 1970 the housing shortage
would )e entirely overcome. Once more, this has turned out to be
an over-optintistic forecast. In fact, the Soviet city inhabitant in
1965 had at. his disposal, on tle average, only 71.3 percent of the 9
square inteters living space accepted as tile health norm by tile authori-
ties of the U.S.S.R. some four decades earlier.

The reason for this cheerless situation is not entirely related to the
nonfulfillment of the 7-year plan in housing. The latter, is will be
recalled, provided for the construction of 060 million square meters
of floor space; of this, only 556.0 million square meters were in fact
coinileted, or 103.4 million square meters less than scheduled. How-
ever, had the Soviet Government fulfilled the entire amount called for
in the plan, it would have raised l)er-calita living space in the cities
to only 6.95 square meters, it figure that would still fall far short of
the established health standard.

In other words, the present-aeute housing shortage in the U.S.S.R.
needs to he regarded as the inescapable consequence of a conscious
policy, originated several decades ago, of devoting no more than a
minor )rol)ortion of the national income to investment in the housing
sector. It, is fail, to conclude, moreover, that the Soviet Government
cannot soon attain a notable iml)rovement. of the housing conditions
of the po))uat ion so long as tile present building tempo is maintained.
liven the nore modest goal of reaching the health norm of 9 square
meters per capita living space does not seem to be in sight under the
present building programs.

()no way of evaluat ing present housing conditions is by way of the
generally recognized criteria applied to apartments, that is by the
number of occulmnts per room, as shown in table 10.
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TABLE 10.-Denalty of ocoupanoy per room in urban communitlee of the U.S.S.R.

ts 19208, 1960-68, a,, J965

Year Persons Year Persons
per room per room

193 ................................. 160 1962 ........................ .
low0........................ 178 1968....188
1961......................... 272. 1968.............2N

Nos.-In the United States In new houses constructed in 1968 (I840.000 units), the per capita living
sae was 32.9 square meters (384 square feet), and the average (lensily of .ocenirno per room, including
kitchen was 0.63 persons. Tie author wishes to thank M. X. Nverett Ashey, editor of program evenue.
tion ana statistics, Department of Housing and Urban Development, for the information.

Source: The Housing Problem In the Soviet Union, by Timothy Sosnovy, New York, 1984, p. 276. For
1960-03, and 1965 our latest estimate.

In regard to the above figures, it. may be noted that under standards
in effect in most West European countries and in the United States,
occupancy by more than 1.5 persons per room is regarded as
excessiveae

In the interest of perspective, it should be recalled that the first
all-union population census of 1926 was the last census that published
information on housing in the Soviet Union. This census showed that
the majority of families at that tine occupied one-room apartments.
It further revealed that: 23.5 percent enjoyed private kitchen facilities
used solely for this purpose; 36.5 percent used a kitchen in common
with others; 22.3 percent were without. kitchens; 11.1 percent used the
kitchen as dwelling space; and for 6.6 percent of the families the
manner in which the kitchen was used was unknown.

At present, as far as the new small-sized apartments built for one
family occupancy are convened, the housing situation of tihe occupants
has changed perceptibly for the better. Still, our calculations show
that nearly one-half of the total apartments belonging to the state to-
day still function as communal apartments, whose inhabitants continue
to share living space, kitchen, and other facilities.

Barracks an hostels are another form of comnmunal-type apart-
ments. However, there are no data concerning their number or dwell-
in area. Fragmentary data show, however, that in the important
indUstrial city of Sverdlovsk nearly 10 percent of all living space
constructed during 1958-60 was of the barracks or hostel type.31 In
the Ukraine, over 1,500,000 young workers of both sexes were reported
to be living in special barracks or hostels in 1965.1

Technically, competent observers have reported that the small-sized
apartments, which began to be built in 1959, are generally uncom.
portable due to the poorly-designed floor space. They include rooms
whose only access is through other rooms, combined toilet rooms and

raThe dimensions of rooms do not differ significantly between countries. The proportion
of overcrowded apartments in a number of countries was as follows: United States--with
kitchen included as habitable room-1.5 percent (1940); Norway-0.8 percent (1940);
Sweden.-4.1 rrcent, 10); Swltzerland-1.2 percent (1941); Prance--9.4 percent
(194s). S tloee Yearbook 1951 United Nations, 1952, pp. 53--T.

SZhlllenenoye, stroitel'stvo No. 1, 6, p. 1
* "And the. do not change Wedothes, there Is no hot water, and not enough wardrobe

hangers." Robitnycha Onsets, Feb. 9, 1965, p. 1.
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bathrooms, and narrow entrances. Living space in these apartments
constitutes 70-75 percent of total space instead of the generally ac-
cepted ratio of 65 percent. The one positive feature to their credit is
their comparatively low cost.3 .

The absence of built-in equipment of all types (kitchen cabinets,
closets, etc.) represents another inconvenient aspect of these apart-
ments. The refrigerator barely fits into the kitchen, and its capacity
is uncommonly small. Also, it is quite impossible to install the wash-
ing machine in either the bathroom or the kitchen since there is no
provision for it in either. These apartments are also reported to be
especially inconvenient for families owning skis, tents, bicycles, and
other sporting equipment 0

The furniture required for these apartments also presents the new
occupant with a number of problems, largely because more than 15
ministries and various departments are involved in the design and
production of furnishings for these new apartments, and their efforts
remain uncoordinated to date, thereby adding to the hardships faced
by the occupants of these newly built dwelling units.

One indicator of the acute housing needs of the Soviet population
is the frequent occupation of apartments in unfinished buildings with
the permission of the administration. Today, this is a generally ac-
cepted practice. AU too often however, these buildings are left by
the contractors with flagrant defects and a low quality of finishing
work.4 1

Often, too, houses declared to be ready for occupancy cannot in fact
begin to accept tenants. In a recent account from Moscow, a 14-story
building r.as completely finished, but could not be occupied, because
the elevator had not been installed.42 Soviet press accounts also
report from time to time that in order to obtain living space people
tend to resort to various types of subterfuge and outright fraud.
They arrange for fictitious separations of married couples in court,
or make fraudulent claims concerning expected births ete.4a*

It is quite clear that the fund of urban housing fund at the disposal
of the state has become an instrument of policy. The Soviet citizen
has become as completely dependent upon the state for his allocation
of housing as he is with respect to education, employment, clothing,
and food, which he can obtain only from the state and in the amount
prescribed by the state authorities. The bulk of the housing fund in
the cities and industrial settlements is owned by the state, while the
direct operation of these facilities is entrusted to the local state in-
stitutions and state-owned industrial enterprises who have the right
to grant to the citizen the housing space he requires or to withhold it
from him in accordance with their own priorities.

*Pravda, Feb. 28, 1966. p. 8.0 Isvestlya, Oct. 21, 1965, p. 4.
41 Zh~llshchnoye strolter'stvo, No. 11 1965, p. 30. It is worthy of note that even InMoscow It is only in the new eighthi 5.year plan (1966-70) that firm plans have been

made "to Iiqaudate completely I ving space in basement, semlbasement and barracks."
(Gorodskoe kboslaistvo Moskvy.) No. 8, 1I k p. 15.

aPravda, Apr. 28, 1965, p. 4.
" Pravda, Dee. 19 19685 p. 6.

Footnote 44 omifted before printing.

rAAtraly
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IV. ECONOMIC STATUS OF Sovitp HousINo Sr TOR

In the cities and industrial settlements of the U.S.S.R. housing
space totaled 1,237,000 square meters at the end of 1965. Of this 805
million square meters, or 65.1 percent, belonged to the state, and the
remaining 482 million square meters, or 34.9 percent, belonged to in-
dividuals.

According to the housing census of January 1, 1960, 32 percent of
the entire state housing space was administered by the local soviets
while the remaining 68 percent was administered by departments of
the regional economic councils (sovnarkhozy), ministries, enterprises,
and other organizations, as is shown in table 11.
TABLa 11.-Distributton of state floor space at the end ot 1960, between local

Soviets and other organizations

Distribution (percent)Total floor

lionm Boynark.
meter) hose minis. Local

tried and soviets
department

.SB .................................................. MS s0 8.0R.F.R ............................... ................. 222 67.0 32.4Moscow ..................................................... . 88.8 418 57.2Sverdlovsk .................................................. 4. 84.7 15. 8
98.5 1.5

.867 0&14 7.6

I Not determined.
Source: B. M. Kolotilkin Dolgovechnost' zbllykh sdanly, Moscow, 106, p. 22.

As shown above, housing administered by departmental agencies
constituted 84.7 percent of state housing in Sverdlovsk, 98.5 percent in
Magnitogorsk, and 92.4 percent in Chirchik. The number of orga-
nizations involved in housing administration in various cities is usu-
ally large. For example, in Chirchik housing was administered by
16 different organizations; in Magnitogorsk, 0; and in Moscow by
more than 280 organizations.

Not only houses but other municipal services, such as utilities, be-
longed not to local soviets but to other organizations, most frequently
industrial enterprises. In many cities the regional economic council
administers the water and sewer systems, gaslines, heating systems,
tramways, and other facilities.

In comparison with other countries the housing of the U.S.S.R. is
very young, almost two-thirds of it being less than 25 years old. Un-
fortunately, there are no separate data concerning the age of the state
and private housing funds. The age structure of housing in cities and
workers settlements is shown in table 12.
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TABLE 12.-Time of construotion of floor space in olties and worker# settlements
of the U..S.R. as of Jan. 1, 1964

Floors space
Time of construction of housing fund millionn Percent

squaremeters)

To 1914 ...................................................................... 180 1&9
1914-40 ...................................................................... 241 21.3
1941-3 ...................................................................... 709 62.8

Total ................................................................. 1,180 100.0

Source: B. M. Kolotilkin, "Dolgovechnost' shllykh sdanly," Moscow, 1965, p. 219.

Records showing subtractions from the fund of housing space in the
U.S.S.R. and the reasons for it are of comparatively recent origin, and
the data are incomplete and unsystematic. The three most important
reasons given for the loss of housing space are:

1. The loss of houses as a result of physical Wear and tear;
2. Reconstruction of residential areas of cities; and
3. The loss of houses due to natural calamities.

I 1961, the fund of housing space in cities and workers settlements
was decreased by 4,180,000 square meters of living space, which con-
stituted 0.63 percent of the entire state and individual space, and 11.4
percent of all living space constructed in 1961. Of this total loss,
3,490,000 square meters of living space, or 83.5 percent, was in the
public sector, and 690,000 square meters of living space, or 16.5 per-
cent, in private sector. These losses were nearly 0.9 percent of public
housing space and 0.3 percent of individual. For the R.S.F.S.R. the
figures were 0.8 percent and 0.5 percent, respectively.

The basic reasons for the loss in 1961 were:
(a) The reconstruction of residential areas (1,400,000 square

meters or 0.21 percent of total housing space demolised) ; and
(b) The delapidation of houses and-natural calamities (2,780,-

000 square meters of living space or 0.42 percent of all housing
space).

In 1964 the housing fund of the U.S.S.R. lost 9,470,000 square meters
of floorspace, which was 0.8 percent of the total at the end of 1964
(1,182,000 square meters) and 16.5 percent of total housing construc-
tion for that year (57.5 million square meters of floorspace).15 As a
rule, reconstruction results in a larger decrease in the housing allo-
cated to the local Soviets than it does to departmental housing. -There
is a simple explanation r this. In the residential areas of the cities,
especially in the centers of cities, the density of buildings with a high
percentage of amortization is much higher, and amortized houses are
the first to be reconstructed. It should be noted, that the annual loss
in housing space caused by the reconstruction of residential areas is
twice as high as that in other European countries."

Communist countries have always boasted of the low rents paid by
workers in an effort to offset other negative features of their economy,
such as low wages, high prices, and scarcities of goods. However, low

S'"Narodnoye khosyalstvo S8R-199% staWscheskly esdegodnlk," Moscow, 1965,
p. $11.," B. M. Kolotilkln, "Dolgoveehnost' shilykh Wdanly," Moscow, 1965$, p. 222.

I
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rents mean only that there is a smaller direct contribution by tenants
to the total expenditures for maintaining housing, as is shown in
table 18.
TABLz 18,--Inome and eapendituree per square meter lving 8pa e for 8tate

housing fund in 1968 (ecoluding living apaoe in, hotelel provided with cots)

Entem or
Total housing lund tlonsI elnsfr, Local soviets

departments and
Income and expenditures uovnarkhose I

Ruble Percent Ruble Percent Ruble Percent

All income .............................. 222 6 4.4 2.01 47.2 2.62 70.0
Including:

1. Rent .......................... 1.81 6.0 1.52 76.6 1.40 9
2. Rent from uninhabited space ... .40 18.0 .22 11.0 .75 28.6
3. Share in the expenditures of

leaseholder .................. .20 9.0 .15 7.5' .20 11.1
4. Other income ................. .11 8.0 .12 &9 .00 8.4

All erpendituree .......................... 4.06 100.0 4. 26 100.0. 8.74 100.0
Including:

1. Management ................... .28 &9 .82 7.5 .232. Service personnel ............... .41 10.1 .6 8.6 .40 1
8. Economicexpenditures of house

manager's office ............... 45 11.8 .52 12.2 .38 8.8
4. Current repars ............... . 80 19.6 .82 19.8 .78 20.0
8. Deductions ................ 161 9.4 2.08 47. 6 .83 22.2
6. State subsidies for capital re2

7. and modern1tion ..... .38 9.8 .................... 1 8.
7. Expenditures ......... . 14 8.4 .21

Source: B. M. Kolotllkfn, "Dolgovechnost' uhilykh dozdunlymov," Moscow, 1905, pp. 102-103.
On the whole, rents meet only 54.4 percent of operational expenses,

local soviets, 70 percent, and departments and organizations, 47.2
percent.

The total expenditures for maintaining the housing fund in 1962 can
be broken down in the following manner: Management expenses .9
percent, expenses for current repair-19.6 percent, for capital repair
and modernization-48.7 percent, and other expenses-8.4 percent.
The basic reason for such high expenses for repairs is the low quality
of housing construction.

All department administrations spent 12.2 percent more for
maintenance of 1 meter of living space than the municipal
housing administrations. Housing administration is a sec-
ondary matter for departments which seldom have trained personnel
for this purpose. In fact, the maintenance cost of houses by depart-
ments is even higher than the figures indicate because the operating
losses are counted as overhead orthe industrial enterprises and other
organizations.

Maintenance and repair of state-owned buildings in the U.S.S.R.
consumed 1.9 billion rubles in 1962, or nearly 88 percent of the entire
investment in new housing construction by the state and cooperatives.
In 1965 it will increase to 40 percent. These figures do not include
expenses for heating, water supply, electrical equipment, and other
public utilities. In most European countries, on the other hand, an-
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minl expenses for maintaining housing, including capital repairs, is
1-1.5 percent of the current cost. of the houses. I1n the U.S.S.R. this
figure is nearly '2 percentt 7 The reason for high cost in the U.S.S.R.
is that the maihgement and operation of housing is poorly organized.
There is no center for coordination of work in the field of housing; i.e.,
policy, investment, management, repairs, operation, taxation, supply,
etc. For example, in one of the Moscow city districts 16 taxes for rent
and for heating exist. In Moscow, accounts for rent, electricity, gas,
telephone, and water are made separately. For rent accounts alone
there are 350 offices with 34 persons in eaeh.'s

V. 1PVILIc UI'rIrIES AND PERSONAL SERVICES

According to Soviet planning authorities, investment in the basic
parts of an urban or suburban development should be in the following
proportions:
Houing - ------------------------------------------------- 5"55
Public facilities (including public sports buildings) --------------- 24-25
Municipal facilities, Including transportation, utilities, and site prepara- 25

tion ------------------------------------- 21-25

Construction of these basic components should be completed simul-
taneously, but often the public and municipal facilities are completed
long after the residential areas have been settled. Higher priority
is given to fulfillment of the housing plan than to public utilities and
other conveniences, and needed resources for construction of the latter
often are not available. To satisfy the need for services in such cir-
cumstances a special trip to the central part of the city is necessary.
As an illustration, Pavlovo Field and Selective Station are two new
residential areas being built on the outskirts of Khar'kov to house ap-
proximately half a million inhabitants. Housing construction in sev-
eral areas is almost finished, but, long after these areas have been
occupied, the inhabitants will be without schools, playgrounds, shops,
and service establishments."

It is often said that these establishments will be constructed "after-
wards," but "afterwards" may be many months and even years later."
Also, housing construction often begins without preliminary site
preparation or the provision of facilities which are an integral part
of construction such as paved streets, sewer and water systems, etc.
Hence, construction of communal enterprises for different purposes is
lagging far behind housing construction, and the percentage of the
population living in houses with conveniences is comparatively low,
as can be seen from table 14.

41 Arkitektura SSSR. No. 12, 1964 p. 38.
0 Ekonomlcheskaya Gazeta. Jan. 6. 1965. p. 29.
0A. E. Stramentov "Vvedenlye v gorodakoye strolterstvo," Moscow, 1963, p. 166.
S0lzventlya. June h 1905,.P. a.
It Pravda, Jan. 23, 1666, p. 5.
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TABLE 14.-Urban population provided with municipal utilities: 1987, 1959, and
1956 (millionof persona and percent). For 1961, the percent of floor space
with municipal tilitie-s in public sector only1

1927

Including population of private
Urban With

Type of municipal utilities population municipal In percent
utilities With

Population municipal In percent
utilities

Electric lighting ............. 26.8 10.7 40.7 1&8 2.9 21.0
Running water ............... 26.8 6.8 26.9 18.8 .9 0.8
Plumbing ..................... 26.8 4.6 17.8 18.8 .4 2.9
Central heating ............... 26.8 () (1) 18.8 (1) ()
Gas ..................... 20.8 .................. .. 18.8.... ............
Bath .......................... 26.8 () () 18.8 () ()
lot water ................. 26.3 .. ................... 1 .... ............

Electric lighting............. 86.1 47.6 84.8 20.8 14.2 69.2
Running water .............. 6.1 21.7 38.7 20.8 .2 1.0
Plumbing ..................... 56.1 18.8 28.1 20.8 .2 1.0
Central heating ............... 86.1 .2 11.1 20.8 ................
Bath .......................... 86.1 7.2 20.8 ........................

lot water ......... . .81 .4 .7 20.8 .......

196 1961

Including population of private Percent of
Type of municipal homes fl ____ero ded

utilities Urban With In providui
population municipal percent with munio.

utilities Popula. Wt n fa tlte
tion municipal percent in publicutilities seto"

Elqtro lighting... 87.0 77.9 89.8 288 19.0 69.2 100.0
Running water.... 87.0 29.6 4.0 288 .8 1.0 87.8
Plumbing .......... 87.0 27.8 81.4 28. 3 .8 .8 57.8
Control heating .... 87.0 19.5 22.4 28.8 .1 .8 44. 7
0as ................ 87.0 18.6 18.6 288 .1 .8 29.0
Bath ............. 87.0 7.7 8.9 28.8 .1 .8 80.6
not water......... 87.0 1.0 2.2 28.8 .1 .8 ()

I (1) Per capital living space Is aumed to be the am for persons living in state in private homes for the
begininn of 1 ,108, 19, and 1961. (2) The correlation between the state and private housing fund for
the beginning 1989 s accepted as also applicable to the inning of 1941. (8) The level of municipal
utilities in the housing fund hlonginp to local Soviets of the Russian Soviet Federated Soviet Republl
at the beginning of 193 are assumed for all state housing funds at the beginning of 198. (4) The level of
Munpal utilities of private housing fund for the beginning of I= are assumed to apply to the beginnin g

INodatl.
Sources: Vsesoyumna a! is' nseleniya 19 gods (The AH-Union population census of 1926), Moscow

1929, vol. LIII, pp. 90- 80-881, 440-441 ; Vealovskly B.B. Kur ekonomiki I organizatsli gorodskogo
khosyaitva (Course in the economies and organic ation of the uba economy , 3 revised and enlarged
edition, Moscow, 1981, p. 160; Broner D!L 8ovremenyye problem Zhllshcnoao khosyaistva, Opyt
ekonomlko-statisticheekogo analisa ('Contemporsry problemain h g service, elperlment in eoonoml
and statistical analysis), Moscow, 1 9, p. 258 Zhilhshchnoye Stroitel'stvo (Housing construction), No. 12,
1968, p. I,: In the United States, of ih.8 million apartments (urban and rural hd: running water 931
peroent, linked up with the sewage system 90 percent, gas 04 percent, electrlo ihting 100 percent, either
bath or shower 81.2 percent, central heating 07 percent, hot water 87.4 percent.
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More recent data concerning the Soviet communal economy are not
available, but at present the situation is probably slightly improved.
At the beginning of 1965, gas was supplied to 8.5 million apartments
in 1,860 villages and cities, inhabited by 49 million persons. 2  Prob-
ably these figures include some part of the rural population so that
the number of city inhabitants with gas installation in their apart-
ments is slightly smaller. The situation is no better for water and
sewage systems since data show that the length of the water system is
less than one-half the length of the city streets, and the length of the
sewage system is less than one-half the length of the water system."

Gross inefficiency exists in the field of urban transportation. In a
large city such as Novosibirsk almost half of the 650 buses, 395 street-
cars, 177 trolleys, and 718 taxis, are not operating because they are In
poor repair, or lack spare parts or drivers.N It is interesting that in
some cities with a total street length of 1,200 or more kilometers, only
300 kilometers could be used by the city's transportation system. A
special survey, made by the Institute of Economics shows that each
person using communal transport in the city of Novosibizsk lost 246
hours in a year waiting for public transport.

The availability of services in the U.S.S.R., is shown in table 15.
TABLE 15.-Rverfdat repair and other eerris in the U.S.S.R. it. 1964

Number of Rubles per
Type of service establish- person,

merts per per year
10,000 persons

Services of all types Including ............................................... 4.22 4.65Repalrand personal making of shoes .................................... 1.33 .62Repair and personal sewing of clothes ................................... 40 32
Repair of radios TV-sets, vacuum cleaners, washing machines, refrig-

erators, and other appliances of such types .............................. 84 .74Furniture repair.- ........................................................ 13 .18Chemical cleaning and dye,& -----------------------------------------. 04 .18Repair, personal making and letting wear ............................... 07 .19

source: "Narodnoye khozyatstvo SUSR v 1964 godu, statlstlcheekly ehegodnlk," Moscow, 1965, pp. 7,
594.

Each clothes repair shop in the U.S.S.R. serves 10 times more people
than in the United States. At present, for each 1,000 of population
in the U.S.S.R., only 16 persons are working in trade establishments
its compared to 76 in the United States. For each 1,000 persons there
are only 0.11 persons working in laundries in the U.S.S.R. while there
are 1.7 in the United States. In the large city of Novosibirsk, whose
drycleaning establishment has a very small capacity, a long line of
people forms in front of the reception center early in the morning
because the daily capacity of the drycleaning plant does not exceed
more thtan 20-25.pieces. The manager of the enterprise has said that,
as a result, each inhabitant of the city may have one piece drycleaned
every 7-8 years. Each person in the city now spends, on an average,
31 kopeks per year for drycleaning.14 The new 5-year plan (1966-
70) calls for a fivefold expansion of this type establishment which
would mean that. the ex enditure per person in a year for drycleaning
would rise to only 1 ruble 55 kopeks.

Oasovaya promyebiennost', No. 11, 1965, pp. 1-3.
Planovoye khos alstvo. No. 2, 1960. p. 86.
Iuvestlya. Apr. I8, W0ei, p. 2.

, Iuvettlya, Apr. 18,1961, p. 2.
*Ekonomlcheakaya Gaseta, No. 18, 1964, p. 17.
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In the Soviet Union there are no supermarkets. Therefore, dif-
ferent products must be bought in different shops, often located in dif-
ferent parts of the city (bread, milk, meat, potatoes, and so on). In
1964 the proportion of packaged goods was very low: for example,
macaroni foods 7.3 percent, sugar 6.6 percent meat 1.8 percent, butter
1.1 percent. It is significant tat the cost o packaging goods in the
factory is five times cheaper than in the store.?

The inefficiency with which Soviet services are organized makes it
necessary for a Soviet citizen to spend 70 percent of his free time tak-
ing care of his daily needs, such as shopping, cooking, laundering, re-
pair of clothes, and waiting for buses."

VI: CONcLusIoN

Soviet urban development has failed to solve many important prob-
lems such as limitinff the growth of the cities, the transportation prob-
lem, the lack of municipal facilities, and the absence of many ordinary
services which are taken for granted in other parts of the world. But
above all, the housing shortage has not been eliminated.

There is no other country where you can read statements like this
everday: "It is known that our country occupies the leading place in
the world in the scope and tempo of housing construction.' This
statement is correct. But, it is also true that among industrial na-
tions there is none with housing conditions so bad as those of the
U.S.S.R. The 20-year plan, as the party's 1961 program has been
termed, promised that giant steps would be taken toward full com-
munism but this plan calls for no more than achieving the level of
urban facilities presently available in the West. It is true that when
15 square meters of living space per capita is provided, each member
of the family would have a separate room. But when will this occur?
For the 7 years from 1958 to 1965, per capita housing in the Soviet
Union has increased by only one square meter of living space, or 18.8
percent, and now stands at only 6.42 square meters per inhabitant.

The average size of the apartments added was 27.4 square meters of
living space (42.2 square meters of floor space), which allowed about
4.72 persons to each apartment."1 Thus, even some of the new apart-
ments are now occupied by more than one family, and the average liv-
ing space per person in the new apartments is only 5.8 square meters
(8.95 square meters of floor space).

The urban residents of the Soviet Union are at present exchan in
their old dwelling places involving the use of communal household
facilities for the privacy and convenience afforded by the newly built
diminutive apartments. Any further rise in their housing accommo-
dations to a standard providing for privacy, convenience, as well as
adequate space will, however, have to await a substantial modification
in the pattern of capital investment in the economy that will take ac-
count more responsively than in the past of the normal needs and
aspirations of the individual citizen.

w konomicheokaya Gaseta, No. 40, 190, p. 88.
" Piavda, Jan. 28 1960, p. 8.

During the pas.t -year plan (1959-00), 301,700,000 square meters of living space in
13,175,000 apartments was constructed, and the number of persons receiving space was622 000.

lla~dnoye khozyafetvo S98R v 1964 godu, Statlstlcheskly eshegodnik," Mosoow, 1965,
pp. 20, 600. The number of apartments constructed In 1905 and the number of persons
receiving the new apartments are amumed to be the ame as In 1964.
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ECONOMIC REFORM IN THE SOVIET CONSUMER
INDUSTRIES
I. INTRODUOTION

As the availability of clothing, shoes, and other consumer items has
increased in the U.S.S.R. in recent years, Soviet planners have found
it increasingly difficult to satisfy the consumer, who for the first time
in Soviet history has found it possible to be more selective in his pur-
chases. The traditional centralized management -f production-had
worked reasonably well in the U.S.S.R. when queues and shortages
guaranteed that a shoddy suit or a shapeless dress would be sold. Once
above a threadbare existence, however, the Soviet consumer was quick
to demand increased quality, wider variety, and greater attention to
style.

Since the late 1950's the consumer industries and the trade network
in the U.S.S.R. have not been able efficiently to produce and sell the
larger quantities of goods that have been made available. Large
amounts of the goods actually produced either were not sold at all or
were sold only after long delays and sharp reductions in price. be-
cause customers were unwillin4 to buy textiles, clothing 1 and footwear
that were shoddy, poorly designed, or unattractive, inventories of
these products have grown nearly twice as fast as total retail sales
since 1958.1 The volume of total retail sales did not keep pace with
the rise in personal incomes during this period.'

When price reductions and the introduction of installment credit
proved unsuccessful, Soviet officials decided to tackle the problem of
inventory accumulation and buyer resistance on a broader front by in-
troducing changes in management and control at the plant level de-
signed to make producers more responsive to consumer demand. Ac-
corngly, i mid-1964, experiments were begum in two clothing plants
to test the effectiveness of two innovations-basg production plans
on direct contracts with retail stores and establishing profitability (the
ratio of profit to production cost) as the main criterion for measuring
plant performance and rewarding managers. The profitability prin-
ciple had already been proposed in 196by Ye. G. Liberman who
argued that economic efficiency could be raised considerably by its
use, coupled with the granting of greater freedom of action to enter.
praise managers..

In January 1965, 6 months after the initial experiments began at the
2 clothing plants, Soviet planners expanded the experiment to include
more than 400 enterprises in light industry and a few plants in the
food industry. While these experiments were still in process, the So-
viet leadership announced plans for a much broader reform of plan-

tNarodno e kbohlayvo BSSR v 1964 odu, pp. 680, 688, 889.'Pravda, fuly 81,41,06.
Prayda, opt. 9, 1962.
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ning and management that ultimately would encompass all of Soviet
industry.

This report traces the evolution of the recent reforms in the con-
sumer industries, describes the problems and the initial results, ana-
lyzes the role of the consumer industries in shaping the industrywide
reforms, and evaluates the prospects for achievement of the major ob-
jectives of the reforms-increased efficiency of enterprises and greater
satisfaction of consumers.

1I. EXPERIMENTS AT BOL'SuEVICHKA AND MAYAK

In mid-1964 an experiment in decentralized control of enterprise
operations was begun in two large clothing plants--the Bol'shevichka
p ant in Moscow and the Mayak plant in Gor'kiy. Major features
of the new system were: (1) The establishment of profitability as the
main indicator for evaluating the success of the enterprise and for
rewarding its managers ;* and (2) the use of direct contracts between
producers and retailers as the basis for planning and scheduling pro-
duction. Central control was maintaine over prices and major capital
investments, and the overall targets for sales and profitability were
established centrally. Otherwise, plant managers were free to make
decisions without consulting higher authorities for example, they
could set the requirements lor materials and labor and fix the size
and distribution of the wage fund. Plant managers also arranged
contractual agreements with retailers for models and designs, assort-
ments delivery dates, and the details of transfer and storage. Fines
could be imposed for failure to honor terms of the contracts. Bonuses
for managerial and other salaried employees were based on the level
of profitability and were paid out of profit accumulations, provided
that the sales plan was fulfilled. Although wage rates for production
workers were based on scales set centrally for the clothing industry,
management was encouraged to experiment with bonus schemes de-
signed to improve quality.8

Even though the basic prices for clothing were those of the estab-
lished price lists, enterprise managers and trade officials were given
considerable freedom to raise prices to cover the additional costs re-
sulting from improvements in quality and changes in style and assort-
ment. The freedom to make such price adjustments thus was a key
provision of the experiments; otherwise the enterprises would have
incurred losses, since they were not permitted to adjust profit margins.

The two plants concentrated on introducing new styles, improving
workmanship, and reorganizing production lines so as to operate more
efficiently. Both Bol'shevichka, which produces some 600,000 men's
suits annually, and Mayak, which produces various kinds of women's
and children's clothing, made extensive changes in plant operation
and management. New design departments were set up, retail out.
lets tested consumer acceptability of new suits, coats, an dresses, and

4 Pravda, May 17, 1964.*The profitability indicator Is defined as the ratio of profit to the cost of production andin this report, profitability refers to such a ratio. In contrast under Liberman's formulaand that used In the general reforms adopted In October 19B. profitability Is defined asthe rt total inveatment-fixed 4us working capital.Sotsfallst eheskl , trud, No. 4, 16b, pp. 2U- .

558



PART Il-B-ECONOMIC PERFORMANCE

many old lines of goods were discontinued. Special accounting and
sales procedures were established to handle contracts with suppliers
of raw materials and with retail stores. In order to respond to the
demand for broader assortments, mass production was replaced by
smaller production runs. Quality control was tightened so as to elimi-
nate many defects normally tolerated under the old system. By de-
livering direct to retail stores the two pilot plants completely bypassed
the wholesale network to which they formerly delivered all finished
goods.

During the first few months of the experiment the two plants began
to have difficulty with the new economic incentives which linked man-
agerial bonuses directly to the profitability rate aciiieved by the enter-
prise. Because the profit margins were fixed and varied greatly among
the various models of clothing, wide fluctuations in profitability oc-
curred as a result of shifts in product assortment in response to
changes in customer requirements. As a result, managers sometimes
were penalized rather than rewarded for their efforts. To overcome
this difficulty in early 1965 the sales plan rather than the profitability
plan was made the basis on which bonuses for management were paid
with the proviso that the profit plan also be fulfilled.6 By the end of

a fullyear's operation this problem apparently had been worked out.
Indeed, the managers of BoPshevichka and Mayak attributed much of
the success of the experiment to the effectiveness of the new bonus sys-
tem which, they maintained, not only promoted better product designs,
a broader assortment of goods, and a general up-grading of quality,
but also stimulated the enterprise to fulfill the plans.'

Results by mid-1965 showed that key indicators--output, profit and
profitability-at both the firms were above their pre-test levels. bur-
ing the first half of 1965 Bol'shevichka increased its output in physical
units by 6.8 percent compared with the first half of 1964, even though
the volume of sales in terms of value was lower. The drop in sales
resulted from a decline of 12 percent in the average price per suit, be-
cause consumers preferred to buy the new medium priced suits rather
than the high priced suits previously produced. Even so, the firm
reported a profitability rate of 8.5 percent, compared with 5.5 percent
in the first half of the previous year. The higher rate of profitability
suggests that increases in some inequitable row profit margins were
occasionally allowed under the experiments, despite official statements
that there would be no tampering with profit margins.

After initial declines in the early months of the test, output and
profits at Mayak recovered former levels, and in 1965 the plant ex-
ceeded the very high profitability rate (18 percent) that was planned.
The firm concentrated on the development of new models of high qual-
ity, and as a result 300 of the 500 models produced at Mayak during
1965 were new. Nylon raincoats and winter coats of dacron and woo
blends, both in great demand, were produced at considerably higher
levels than the firm had anticipated. The commodity turnover rate
reportedly increased by three times, and the normally extensive re-
turns of defective merchandise from stores were almost eliminated.'

: Sotslalleticheskly trud, No. 7, 1965. p. 78.

Ekonomlcheskaya gazeta, No. 43, October 1965. p. 16.a Ekonomlcheakaya gazeta, No. 45, November 1965, pp. 20-21.

63-501 0---6-pt. II-B---15
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The increased demand for goods produced by Mayak made necessary
some expansion of its capacity, and construction of all additional plaiit,
is now ill the planning stage.

In spite of the difficultilee the two firms encountered in adjusting to
the new economic indicators, Soviet officials obviously considered the
Bol'shevichka and Mayak experiments successful. After only 6
months of the experiment, plant managers and planning officials alike
seemed to be convinced that the new system provided a means by
which goods could he produced more efficiently nit response to changes
in consumer demand. At both plants the product improved markedly
and sold readily. Besides the difficulties with bonus arrangements,
however, other problems arose, indicating that the road ahead would
not be smooth. Officials of the sovnarkhozes never become recoil-
ciled to the increased independence of the two plants. Suppliers in
some instances failed to deliver on schedule, making difficult the com-
pletion of the plants' contracts. Bol'shevichka and Mayak were able
to circumvent many of the minor problems, because the experiments
were carried out under a considerably higher priority than normally
accorded the consumer industries. IThe pilot plants operated suc-
cessfully under the new system, but in retrospect it is difficult to see
how, under the conditions of the experiment, they could have failed.
Whether the problems that became apparent would be soluble under
a widespread extension of the new system in the consumer industries
was still an open question.

III. EXPERIMENTS DURING 1965

A. EXPANSION OF THE TEST

In January 1905 the Soviet Government, satisfied with the results
at Bol'shevichka and Ma.yak, decided to broaden the experiments to
include about 400 enterprises of light industry and its supphiers.*9About one-fourth of all clothing plants and a slightly larger share of
footwear plants were scheduled to take part in the broadened experi-
ment in the third quarter of 1965. To prepare for this large conver-
sion, nearly one-fifth of the textile mills (40 percent of the capacity
of the industry because of the inclusion of many large mills) and
nearly one-third of the leather plants were to begin to shift to the
new system in the second quarter.10 Plans for broadening the experi-
ment were carried out on schedule. By the end of 1965 almost all of
the 400 enterprises reportedly had made the changeover." In addi-
tion two confectionery plants, a meat processing plant, and a milk
1rodicts I)lant began working under the new system in October 1905.12

Although a.few significant changes were made, the plants brought
into the experiment during 1965 worked under essentially the same set

*Including all clothing and footwear plants and associations in Moscow. leningrad.
Kiev, Odessa. Khar'kov. AlInsk, Llvov, VIl'nyus. Tallin, and a number in Kamakhstan.
Moldavia, anti the republics of central Asia and the Transcaucasus. In the Ukraine. n
separate experiment Involved two light industry plants, three plants in the machinery and
metalworking branch and several coal mines but these experiments, testing a variety of
planning procedures besides those being tested In the consumer sectors, were never carried
to completion.9 ,konomlcheskaya gazeta, No. 3 January 1965. pp. 33-34.1o lkonomieheskaya gazeta, No. 45, Novmber 1965, p. 21.

It otallaticheakaya trud, No. 12, 1965, p. 30.
l Ekonomicheskaya gazeta, No. 25. June 19065, p. 32.
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of planning procedures that had been tested at Bol'shevichka and
Mayak. The first and most significant change, previously described,
was that made in the system of bonus payments to plant managers.
This change was accomplished by a decree adopted early in 1965 by
the state committee on labor and wages, under which bonuses for
managerial employees of the fims transferred to the new system of
planning were made to depend on fulfilling the sales plan (rather
than the plan for profitability) under the single condition that the
plan for profits was fulfilled.13 In a further move to insure success
of the new system, a special fund was established at the sovnarkhoz
level to compensate enterprises for losses in profits resulting from
changes in the product mix in those cases where inconsistencies in the
fixed profit caused the loss. The second significant change was that
under the extension the producing firms contracted with wholsaders
and associations of retailers (torgs) as well as with individual retail
stores. Bol'shevichka and Mayak iad dealt directly only with the
retail stores.

Other changes restricted some of the managerial fre,,doms that
characterized the flist. test. During the initial test, enlterprise man-
agers and retailers cooperated in thie setting of higher prices, but in
the 1965 extensions price increases necessitated by improvements in
quality or design required approval by the sovnarkhoz. Also, certain
geographical restrictions were imposed in the letting of contracts.
Whereas Bol'shevichka and Mayal had been free to make contracts
with stores or supplier plants in any part of the country, firms in-
cuded in the 1965 tests could not negotiate contracts with plants out-
side their republics or oblasts.14

B. ENTERPRISE PERFORMANCE

The ease with which plants were able to transfer over to the new
system was quite uneven and apparently depended primarily on the
previous efficiency of enterprise operations and on the initiative ofmanagers and their ability to get things done without detailed guid-
ance from above. In Kiev, for example, the "Ukraina" Sewing As-
sociation made the change to production on the basis of contracts with
a simultaneous increase in output, whereas several clothing plants in
Leningrad, such as the Volodarskiy factory, experienced a decline in
production and profits and failed to meet contractual obligations."zIn general, enterprises changing over to the new system encountered
three major problems: (1) Failure to receive deliveries of materials
according to contracts; (2) irrational differences in fixed profit mar-
gins which affected profits and bonuses; and (8) higher operating
costs brought about by changes in product mix and in the scale of
operation.

Problems of materials supply, which had been serious even during
the tests at Bol'shevichka and Mayak, continued under the exten-
sion and occurred mainly because plants working under the new sys-
tem had goals (the earning of profit) that conflicted with those of

3 SBoteaiileteheskly trud, No. 7, 1965 , pp. 76-83.
1" Pravda, Oct. 1, 1965. and Kommunist, No. 2, January 1065, p. 85.15 Pravda, Oct. 1, 1065.
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enterprises still operating under the old rules. The extension of the
experiment to suppliers of textiles, leather, and other raw materials
eased the immediate problem of material supplies to the final goods
producers, but, a similar problem quickly arose for the supplier plants.
Producers of textiles, for example, found it difficult or impossible to
honor delivery contracts for fabrics when the producers of fibers, dyes,
and other essential materials were still under the old system. The
Minister of Light Industry, N. N. Tarasov, on behalf of the plants
experimenting with direct contracts, complained particularly, that the
chemical industry failed to supply the textile industry with good
quality fibers, dyes, and special materials.1 As a result, clothing
firms often were forced to contract with buyers for products for which
the required textile materials were available, rather than for the goods
that consumers wanted. Difficulties in obtaining supplies also made
necessary the carrying of unusually large inventories of fabrics and
other materials in order to insure delivery of finished goods on sched-
tile. Thus, in attempting to solve the problem of surplus inventories
of clothing, producers were forced to carry above-normal inventories
of raw materials."

Other problems at the enterprise level related to the uneven profit
margins for various products allowed by the established price lists,
a situation that made for large differences in the profitability of
making these products. The variations in profit margins stem from
the fact that the setting of prices and the fixing of profit and turn-
over tax* have long been used as administrative tools to control
overall production and consumption. Present prices and profit mar-
gins are the result of a multiplicity of historical decisions of plan-
ners made from considerations of policy in response to conditions that
no longer exist. Profit margins on children's clothing, for example
reflect past decisions of the regime to keep retail prices low as a matter
of social policy, whereas profit margins for women's stylish and expen-
sive clothing reflect a desire to discourage demand for such luxury
items.

Plants working under the new system found that efficiency of opera-
tion was closely related to the, size of contracts. Most large enterprises
producing consumer goods are geared to mass production of a particu-
tar range of products, whereas contracts based on customer demand
often comprised differentiated assortments and small lots to which
plants could not readily adapt or the production of which raised pro-

duction costs intolerably.
Bol'shevichka and Mayak, as well as many of the enterprises that

changed over in 1965, found it necessary to establish a lower limit on
the size of contracts in order to operate efficiently. At Mayak, for
example, the average cost per unit for one item of clothing was found
to beless than I rible m lots of 2,000 and more than 3 rubles in lots
of 500 items, the cost increasing even more sharply as orders fell
below 500 items. The Mayak plant established a minimum size of

19 Komsomolskaya pravda, Jan. 5, 1966.
"wAEkonomicheskaya gzeta, No. 24, June 1905, p. 85.

Por sewn clothing the turnover tax is paid by the manufacturer on the fabric and thus
Is Included as a production cost, not as a tax. On most other consumer goods the turn-
over tax is added in at the wholesale level and becomes a part of the wholesale price.
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lots of 500 items; Bol'shevichka limited its orders to a minimum of
400 suits.18

0. INDUSTRYWME PROBLEMS

The disruption of traditional lines of authority that were a conse-
quence of the use of direct contracts and the greater independence of
plant managers resulted in many difficulties. First of all, direct con-
tracting between plants and retailers seriously threatened the author-
ity of the wholesale trade organizations, whose place in the new system
was never clearly defined during the test period. Even thou h Ian-
ners may have recognized that the wholesale network had a va role
to play in general, they failed to prepare the wholesale trade system
for the changes in operations that necessarily would follow from the
direct contracting features of the experiments. Plants transferring to
the new system in 1965 were persistent in exercising their right to con-
tract directly with retail stores or supplier plants rather than with
trade or supply organizations. To complicate the matter further,
trade officials themselves do not agree on the functions that the whole-
salers should have under the reforms. The Minister of Internal Trade,
A. Struyev, for example, while acknowledging that certain large pro-
ducers should contract independently with retailers, contends that
wholesale trade organizations should control the bulk of the contract-
ing by acting as intermediary between producers and buyers. The
trade organization, in his view, should realign its operations so as to
concentrate on identifying consumer preferences, placing orders with
producers, and assuring timely deliveries of assortments on order to
all but the very large retail stores.19

Other trade officials envision a more limited role for the wholesale
organizations. According to this view, producers would establish
permanent ties with near by retail organizations or individual stores
and the work of the wholesale network would be limited to coor-
dinating orders between small producers and stores, handling inter-
regional shipments, distributing imported goods, and furnishing stor-
age facilities as needed. 0

Another major obstacle to smooth operations encountered in the test
period was the widespread opposition of regional sovnarkhoz officials,
who refused to recognize the special status of the experimental plants
and continued to issue orders, instruction, and plans as usual. In
many instances the complete independence of enterprises envisioned
under the test procedures did not exist at all, because the old regula-
tions were strongly enforced.21 For example, the experimenting firms
could not levy fines for failure to honor contracts, as allowed by test
procedures, because the offices of arbitration under sovnarkhoz control
refused to recognize the validity of these procedures.

In some cases sovnarkhoz officials continued to intervene in the af-
fairs of the experimenting enter rises by placing "urgent" local orders
and by assigning quotas for delivery to the trade network. During
1965 for example, sovnarkhoz officials directed the Bol'shevichka firm
to sell to the Moscow wholesale organization 10,000 suits of stipulated

8Sovetskaya torgovlya, Aug. 26, 1965.
It Izveetlya. Nov. 12, 1965.
oPravda, Nov. 17, 165.Ekonomcheskaya gameta, No. 24, June 196S, pp. 85-8.
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fabrics and styles, completely ignoring the right of the enterprise to
contract independently with retail stores. Sovnarkloz officials con-
tinued to issue plans for monthly production, cost reduction, labor
inputs and the like. Sovnarkhoz interference at the Mayak firm was
even more troublesome. At one point, the manager at Mayak, under
threat of administrative punishment, was even ordered to void the
plant's contracts made under the test rules and to begin production
according to orders from the sovnarkhoz; this was in effect a demand
to revert to the former status.1" In other cases sovnarkhoz officials
resorted to the use of the "preemptive order" to obstruct deliveries
under contract. At the Glukhiovo Cotton Combine in the Moscow area,
for example, where production was planned on the basis of direct con-
tracts with retailers, the sovnarkhoz demanded that the direct con-
tracts be canceled and that deliveries be made to the central storage
base. The Republic Ministry of Trade then canceled this directive of
the sovnarkhoz and ordered the combine to sign a contract for delivery
of its total output to the Ministry."-

Other problems of enterprises in the test stage concerned the kinds
of reports the plants had to submit to higher authorities. The guide-
lines for the test required that clothing and footwear plants evaluate
their success on the basis of total sales and profitability, yet local
officials pressed for the reporting of indicators according to normal
industry practice. In many cases plants were required to submit both
sets of reports in order to satisfy the conflicting demands made upon
them.21

IV. THE KosyomN REFORMS AND THE CONSUMER SECTOR

While the testing of reforms and the conversion of the 400 enter-
prises of light industry proceeded as scheduled in 1965, Soviet officials
were making even more widespread changes affecting the control and
management of all of industry. Clearly, these changes were shaped
by the results of the experimentation in the consumer industries. A
major reform, announced by Premier Kosygin in a speech before the
central committee of the Communist Party of the U.S.S.R. and
adopted by the Supreme Soviet early in october 1965 eliminates
many of the traditional indicators and controls that burdened enter-

riSe management and elevates the importance of the "economic
levers" of profit and bonuses. Kosygn a so recommended direct con-
tracting among enterprises, emphasized the values of sales rather than
of gross output as the primary indicator of enterprise performance,
and proposed that an interest charge be levied on invested capital.
As a countermeasure to relaxation of control at the plant level, the
reform included an element of stronger centralization. The sovnark-
hozes established by Khrushchev in 1957 to direct industry on a re-
gional basis were abolished and replaced by new national minis.
tries. 2

"Ibid.
* Pravda, Feb. 2, 1966.
" Fkonomicheskaya gazeta, No. 24, June 1965, pp. 85-86.
0 Pravda, Sept. 28. 1965.
The two most important ministries In the consumer goods sector are the Ministry of

Light Industry and the Ministry of the Food Industry.
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The consumer industries will be the first to make full scale conver-
sion to the new system. The conversion of light industry by major
branches is to begin in the fourth quarter of 1966, when new whole-
sale prices also will become effective. 28 The conversion of all of the
light and food industries is to be completed in 1967. In preparation
for the conversion of entire branches during 1967-68 large numbers
of individual plants are changing over to the new system during 1966.
During the first quarter of 1966 43 plants in various industries trans-
ferred to the new system, including in light industry besides Bol'she-
vichka two woolen and one cotton textile plants, and two knitwearplants located mainly in the Moscow area. Also converted were plantsof the food, meat, and dairy industries as. well as heavy industrialplants producing chemicals metals, and building materials." In thesecond quarter 180 to 200 plants are scheduled for conversion, and inthe third quarter a changeover is planned for several entire branchesof consumer industry, the most important of which are sugar, tea,
liquor and tobacco.2 .

A first official step in implementing the reform in October 1965was the issuance of a statute on the operation of the industrial enter-prise that codifies the new freedoms and responsibilities granted toenterprise management.29  In this statute, managers of consumergoods plants are made specifically responsible for planning the de-tails of product assortments, for contracting with suppIers' for mate-rials and with the trade network or stores for deliveries and formaking numerous other decisions affecting plant efficiency. Managers
of consumer goods plants are explicitly instructed to base outputplans on direct contracts with the trade network, whereas plants inother industries are merely encouraged to expand the use of direct
contracts.

In a further move to implement the reform, general methodologicalinstructions were issued in February 1966 to all branches of industryfor use as a guide in the conversion of plants to the new system.30 Insubsequent weeks, further instructions were promulgated setting forthspeciife guidelines for working out the details of the bonus system andtlie establishment of the enterprise fund for investment called for
under the reform.

Under the reforms the Government still will establish the mainparameters within which the plants will operate. Specifically, theministries will establish for each plant, including those in the con.sumer industries: (1) the volume of sales, (2) the -financial indicators.(profit and profitability,* and payments into the budget), (8) capitalinvestment financed from the budget, (4) new technology and newproducts, (5). allocations of certain scarce materials an equipment,and (6) the size of the wage fund. Enterprise managers are to planthe remaining.indices, including the size and composition of the laborforce, the cost of production ang the productivity of labor. Althoughthe ministry will fix the assortment plan in the case of the most im.

t Pravda, Feb. 2, 1968.
I Ekonomlcheskaya gazeta, No. 7, Feb. 1968, p. 4.Is Izvestlyn, Mar. 20, 1966.
10 Ekonomicheakaya gazeta, No. 42, October 1985 pp. 25-29.0 Zkonomicheska a gazeta, No. 6, February 196(, pp. 81-85.*Proflt in percentlof fixed plus working capital.
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portant products, details such as amounts, sizes, colors, variations of
style and terms of delivery will be decided at the plant level. Plant
managers will sell on contract to retail stores or trade organizations
and buy materials on contract directly from suppliers.

The bonus system for the consumer industries under the Kosygin
reforms is essentially the same as that approved by the state committee
on labor and wages in 1965 and already in use in the experimenting
plants. 1 Under it plant management may earn bonuses of 25 to 40
percent of basic salary rates for fulfillment of the sales plan (provid.
ing the profit plan is met) with extra bonuses for each percentage of
overfulfillment of sales, the total not to exceed 50 percent of the basic
salary. Production workers may receive bonuses according to rules
worked out by enterprise management within centrally prescribed
limits of wage and bonus scales.

Although it is still too early to judge the entire program for reform
in the consumer industries the new system does apparently shift more
of the day-to-day responsibility for production away from the central
apparatus to the individual plants. Strong central controls will con-
tinue to be maintained by the ministries, however, particularly those
controls that relate to finance. Only to a limited extent will the free-
doms given to plant managers at Bol'shevichka and Mayak be accord-
ed to other consumer goods plants coming under the reform program.
Managers no longer will be able to initiate price changes, for example,
or to determine the size of the wage fund, or to experiment freely with
the bonus system. . PROSCn

In the relatively short space of a year and a half the Soviet leader-
ship has moved from a cautious introduction of economic reforms in
two experimental plants to a broad program of reform that will ulti-
mately affect all of Soviet industry. The rapid extension of the re-
forms, first to 400 enterprises, then to all of industry is a recognition
on the part of the post-Khrushchev leadership that the methods of
managing industry-.heavy as well as light-were in need of drasticoverhauling. The tempo of extendig and implementing the reforms
testifies to an acute recognition that the old way of doing business had
become terribly inefficient. On the other hand, it is apparent that the
Soviet leadership is still approaching the problem of reform with con-
siderable caution. The reforms are initially being pushed in the tra-
ditionally low priority consumer industries so that if major disrup-
tions in production occur they will have little effect on the high
priority sectors that produce machinery and military goods.

On the whole the new system appears to offer reasonable solutions
to some of the most pressing problems relating to consumer goods
production. However, the spirit of decentralization that character-
ized the Bol'shevichka and Mayak experiments has been considerably
dampened under the Kosygin reforms. Furthermore, past experi-
ence has shown that Soviet bureaucracy has a tendency to envelop re-
form movements in a web that stifles initiative and to substitute one
complicated control system for another. Once the new system has

a Ibid.
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been introduced to all of the consumer industries, its success in large
part will be determined by such factors as (1) the ability of manage-
ment to handle new responsibilities (2 the extent of cooperation at
the various levels of authority, and (8) the effectiveness of the new
wholesale prices. Greater freedom for managers demands resource-
fulness not required under the old arrangements. The extent to which
managers learn to operate under these new and untried conditions
and to function independently as decision makers, even to the limited
degree permitted under the new rules, may prove to be a major deter-
minant in the success of the enterprise and of the industry as a whole.

Much also will depend on the willingness of officials at all levels to
cooperate in making the new system work. In light of the conflicts
between plants and administrative officials during the experiments
the prospects for a smooth transition are far from bright. Signs oi
foot-dragging already are to be seen in the banking and financial or-
ganizations, which fear a loss of profit revenues to the state budget.
The state bank has already been charged with failure to support the
reforms by its reluctance to provide adequate short-term credits to
enterprises.2

The success of the new system also will depend to an important ex-
tent on the effectiveness of the revision of wholesale prices. Presum-
ably the new prices will still be based on average costs and will not
reflect the influence of demand, nor will they b'flexible. Whether
the new prices will allow profit margins appropriate to the purposes
of the reforms remains to be seen. Because enterprises now are judged
on profit as well as on sales, the new prices with their adjusted profit
margins will be a critical factor under the new rules, which require
that profits be sufficient to cover capital charges, payment of manage.
rial bonuses. and additions to various enterprise funds. The achieve-
ment of such a profit level may well be difficult for high-cost plants
(those that operate at costs above the average), whereas extremely
high levels of profits may be possible for other plants that operate
more efficiently. Profit incentives, however, may encourage innova-
tion and the modernization of p!ant that is urgently needed in many
branches of the consumer industries.

It is to be emphasized that the new Soviet reforms in no way intro-
duce a "free market" into the consumer goods sector. Under the new
system, the Soviet consumer will have a better opportunity to vote for
a dacron suit over an all wool one or show an equal preference for blue
and tan raincoats, but Soviet planners have not relinquished control
over the share of resources that go to the consumer. Plants may com-
nete for contracts on the basis of quality, style. or promptness of de.
livery, but managers cannot make independent decisions in important
matters pertaining to finance or the kinds of goods to produce.

That the Soviet leadership is finally attempting to make more com-
patible the wants of the consumer and the motivations of the producer
reflects past blindness more than it does present foresight. The former
practice of basing economic incentives first on gross value of output
and more recently on reductions in the cost of production merely en-
couraged plant management to produce high-priced goods regardless

U Ukonomleheskaya gaseta, No. 18, May 1968.
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of their saleability or to reduce costs at the expense of quality. The
introduction of strong incentives to achieve a better meshing of the
desires of consumers and the goals of producers will help to prevent
further wasteful accumulations of surplus consumer items. The hope
of Soviet planners is that by paying more attention to what consumers
want the resources allocated to consumption in the future can be used
more efficiently.
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THE SOVIET TRANSPORT SECTOR*

I. SUMMARY AIM CONCLUSIONS

The Soviet transport sector is moving out of a period during which a
unique approach has proved peculiarly effective, and entering a period
when a series of problems and opportunities are confronting policy-
makers. Issues familiar in the West are now being faced in a new
context. The authorities have for some time followed a set of trans-
port policies that met their needs well. Now) however, changes in
the economy's structure, in public demands, in technology, and in
the party's sense of priorities-all appear to call for fresh approaches.
While drastic overnight changes are unlikely, some basic shifts may
well be made during the next 5 years.

INDUSTRIAL STRENGTH THROUGH TRANSPORT STRINGENCY

For almost 40 years the Soviet regime has met the high priority
needs of heavy industry through depending on the railroads to carry
industrial freight, and through concentrating rail traffic on the trunk-
lines that connect major industrial centers. Modernization of railroad
equipment and operating methods has also played a major role, espe-
cially in the last decade. Industrial and military strength has thus
been built, using in part the resources that might otherwise have gone
into expansion of transport capacity.

NEW TRANSPORT FOR A REVISE ECONOMY?

Four factors are changing this situation. The increased number
and geographic spread of factories are diversifying transport demand.
The prop greater attention to agriculture will bring with it a
more scattered regional demand for traffic capacity. Higher priority
for consumer gods will similarly bring with it a more decentralized
demand for shipments from scattered consumers and producers.
Finally new technological developments offer attractive opportuni-
ties to iower real transport costs in a number of ways. Analysis of
these influences suggests that the Soviet transport sector will be under
substantial pressure to change during the next few years. In addition,
the recent record suggets fmplications both for the developed econ-
omies of the West and for underdeveloped economies. They are set
forth in the following discussion.

*Valuable aid in the preparation of this report has come from Mrs. Jill A. Lion whose
diligence and Judgment are gratefully acknowledged, as are the comments of Edwin T.
Haefele and Allan C, Flott. Welcome sport has come also from the Transport Research
Program of the Brooking institution. !pinions expressed by the author do not purport
to represent the views 61 the trustees, omeers, or other staff members of the Brookings
Institution.
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II. RECENT PERFORMANCE OF TIE TRANSPORT SECTOR

OVERALL TRENDS

For the last 16 years, the Soviet transport sector has carried out-
successfully in the eyes of the authorities-its basic responsibility,
wvhich is to meet the economy's demands for freight. traffic. Though
the railroad network is sparse by Western standards, it meets the needs
of heavy industry. The very modest development of highways and
farm-to-market. trucking has hindered the development of Soviet
agriculture, but until recently agriculture had low priority. The
prewar policy of restricting the exTansion of transport capacity has
remained in force, yielding large dividends for the regime. Trans-
port has not been an obvious bottleneck impeding industrial growth,
nor is there any present sign that it will be permitted to become one.

The success of prewar Soviet transport policy is crudely measured
by Soviet survivaland victory in World War It. Perhaps the policy
was carried too far; some reallocation of resources from heavy in-
dustry to transport at various times during the 1928-40 period might
well have led to a net gain in 1940 output, though estimating the
scale of such a hypothetically desirable shift is a task not yet at-
tempted.' My present guess 'is that the basic correctness of Soviet
policy would'be confirmed. But has the continuation of this short-
rations policy since World War II been similarly sensible?

As long as the regime continued its stress on heavy industry and
national defense, the transport-squeezing policy seemed effective,
especially since the railroads proved to have unexploited capacity
for intensive operations. However, factors like the greater weight
given other sectors in recent years, the altered demands and oppor-
tunities presented by contemporary technology, and the more sophis-
ticated needs of Soviet industry, have combined to increase the op-
portunity costs of clinging to the old strategy. On the other hand,
railroad gains in reducing real costs for mass Treight movements have
acted to offset these rising opportunity costs and thus to permit con-
tinuation of the old approach.

In summary form, it appears that the growth of Soviet GNP over
the last 16 years has been associated, in fact, with a more-than-pro-
portionate growth in freight. traffic. The rough data set forth in
table 1 and chart 1 indicate that, while Soviet GNP has risen from
a 1950 index of 100 to a 1965 index of 247, aggregate domestic freight
traffic has risen from an index of 100 to 348 over the same period.
The GNP index is derived from independent western estimates. The
freight traffic aggregate is a physical one, unweighted by values. A
least-squares straight line fitted to the logs suggests that a 10 percent
rise in GNP during this period was associated with a 14.1 percent rise
in total domestic freight traffic, and that changes in the GNP series
were very closely paralleled by changes in freight ton-kilometers.
Similar comparisons between the volume of freight traffic and the
official Soviet series for national income indicate that their growth

1Set Holland Hunter. "Soviet Transportation Policy" (Harvard. 1957). pp. 276-278.
"In 1947. a Soviet writer pointed out that the, iron and steel devoted In World War II
to the construction of Soviet tanks would have been sufficient for 60.000 kilometers of rail-
road line." (P. 277.)

- ~-. -.
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PART II-B-ECONOMIC PERFORMANCE 573
rates were ve~ nearly identical over this period. A 10-percent rise

in official national income was associated with a 9.8-ercent rise in
freight traffic. Moreover, annual changes in freight traffic paralleled
the official series even more closely than they did the western-esti-
mated GNP series.

TABLE 1.-Itdemes ot Soviet (NP, national income, and domestic freight traffto,
by year, 1950-65

Gross National Friht
national income
product

1950 .......................................................... 100 100 100
1951 .......................................................... 109 112 113
1952. 119 12 14
1953-------------------------------------------.... .... 125 1 in
154 ......................................................... 1301 144
1955 .......................................................... 144 171 163
1956 .......................................................... 152 191
1957 .......................................................... 161 203 2
1958 .......................................................... 174 229 220
1959 .......................................................... 183 246 242
1960 .......................................................... 192 265 257
191 .......................................................... 204 283 270
1962 .......................................................... 214 29 2851963.......................................................... 220 4
1964-------------------------------------------......237 339 326
1965-------------------------------------------......247 350 348

Sources: The ONP indei links together Abram Bergson's annual estimates for 1950-55, at ruble factor
cost of 1937, from his "Real National Income of Soviet Russia Since 1928" (961),p. 303, and for 1958 (in
Bergon and Kutnets, eds. "Economic Trends in the Soviet Union," (1963), p. 36) with Stanley Cohn's
estimates for annual percent increases, 1958-05, in the present volume. 1956 is interpolated as a geometric
mean. The national income index is the official Soviet series, from TsSU, "Narodnoe khouiaistvo SSSR v
1958 godu," . 95 for 195057. (Henceforth, this annual volume is cited as Narkhoz plus the year of the
volume used.) The remaining Soviet figures come from Narkhoz 1984, p. 575, for 19.", and from Pravda,
Feb. 8,1968, p. 2, for 1965. The traffic Index is derived from column 6 of table 4, below.

Whether one accepts the official Soviet national income series as a
measure of output growth or prefers the Bergson-Cohn estimates for
GNP, it is'clear that domestic freight traffic in the Soviet economy has
had to grow more, in relation to output, than has been necessary in the
U.S. economy, Where each 10 percent growth in real GNP has gen-
erated something like a 6-percent rise in aggregate freight traffic over
the 1947-63 period.2

American freight traffic, measured in ton-miles, has for many dec-
ades grown less rapidly than total U.S. output, whereas Soviet stress
on primary production, Soviet geography, and Soviet technological
backwardness, have jointly led to more-than-proportionate expansion
of freight ton-kilometers as Soviet output has grown. Measured in
value terms, U.S. freight traffic since World War II has grown some-
what less rapidly than real U.S. output, whereas here, too, Soviet ex-
perience is less fortunate; transport output valued in rubles has grown
annually at an average rate of 11.6 percent, 1950 through 1963 (freight
and passenger service combined), while Bergson-Cohn GNP was rising
at an average annual rate of 6.3 percent.8

I The computation for the United States Is from an unpublished paper by Robert K.
Wtimer. For a 1929-56 computation, see Holland Hunter, "Resources, Transportation,
and Economic, Development" iFh Joseph 4. Spengler ed., "Natural Resources and Zconomic
Growth" (Washington, D.dY.: "Resources for the Future," 1961), especially p. 185-188.

fSee Transportation Association of America, "Transportation Facts and Trends" (2d
edltlon, April 196), pp. 2-4; and Norman M. Kaplan, "Soviet Transport and Communi-
cations: Output Indexes, 192-62,1 Rand RM4264-PR-supplement (November 1965), p. 8.
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CHART 1. Relation of Aggregate Domestic Freight Traffic to Gross
National Product and to National Incomes USSR, by Year, 1950-1965#
in Indexes with
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- .The Soviet transport sector meets the demand for passenger trans-
portation mainly through supplying, in public carriers, the commuta-
tion and long-distance transport needed by the economy. Table 2
shows that total Soviet intercity passenger traffic has grown almost
threefold from 1950 through 1964. On a per capita basis it has more
than doubled. Most passenger traffic is still handled by tie railroads,
but their share has fallen from 91 percent in 1950 to 69 percent in
1964, and the absolute level of railroad intercity passenger traffic seems
to have reached a peak. Intercity traffic by bus has grown rapidly;
its share has risen from 2 percent to 14 percent over this period. River
and sea carriers, by contrast, have seen their share of passenger traffic
fall from 5 percent to less than 3 percent, and here, too, the volume
appears to have leveled off. Intercity air passenger traffic has grown
very rapidly from 1.2 billion passenger-kilometers in 1950 to almost
31 billion in 1964. Aircraft now account for a larger volume of inter-
city passenger-kilometers than buses do. It will be noted that inter-
city movement by passenger automobile is not covered here; the Soviet
statistical handbook does not yet include estimates of its level, which
in any case is modest. Passenger travel in trucks is likewise excluded,
as is all urban passenger movement. As we shall see, the passenger
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automobile revolution has not yet struck tile U.S.S.R. In general, the
transport system has managed to supply a slowly growing population
with its travel requirements, though Soviet citizens enjoy a far smaller
annual volume of travel than prevails in Western Europe or North
America. The public services provided are, however, usually fairly
efficient, up to date and comfortable. It is clear that tile authorities
have not so far found it necessary to increase markedly the allocation
of resources to this sphere, even though complaints about inadequate
service and stock appear not infrequently in Soviet newspapers and
journals.

TABLE 2.-Interoity passenger trafilo, U.S.S.R., by oarrter, selected-years, 1950-04,
in billions of paseger-kilometers, total and per capital

Popu- Pssen.Rail. Auto. Water Air Total aton ger kilo-
road bus (millions) meters

per capital

1950 ............................ ft.8 1.4 39 1.2 73. 1785 4111955 ............................ 109.1 5. 5 & 1 2.8 122.5 194.4 6301060 ............................ 130.1 17.6 5. 6 12.1 15. 4 212.3 779
101 ........................ 134.3 19.3 & 7 1. 4 175.7 21& 1 8131962 ............................ 145.2 23.2 5.9 20.3 194.6 219.8 8881963 .................... 145.2 28.8 & 1 25.3 20& 4 223.1 91219-4........................ 144.9 29.3 8.0 30.9 211.1 22.2 9 3

sources: Derived, by subtracting intralty rail and bus trafi, from absolute data in Narkhos '60, pp.
538, 67; Narkhoz '62, pp. 385,414; and Narkhoz '84, pp. 7,433, 437,43.

Urban passenger traffic in the U.S.S.R., measured by the number of
passengers carried, has grown more than 3.6 times over the period
1950-64. Though the urban population has grown b 71 recent,
annual trips per urban resident -have more than doubled. In 1950,
streetcars carried 59 percent of the urban passengers; by 1964, their
share had fallen to 26 percent. The shift was to autobuses whose
share rose from 12 to 50 percent during these years. Trolley
buses held their own, while the share of raif commutaion tragic fell
from 11 to 6 percent and subways (though they came into op-
eration in Leningrad and Kiev along with Moscow) saw their nation-
wide share of urban passengers carried fall from 7 to 5 percent.
These Soviet data, which appear in table 3 exclude urban movement
in taxis and passenger automobiles, as well as movement by motor-
cycle, bicycle, and on foot.

TABL .- Urban, passenger trafo, U.S.S.R., by carrier, selected years, 1950-04
(in millions of passengers carried), total and per urban resident

Commu. Five- Urban AnnualAutobus Tramway Trolley. taton Subway carrier toU* trips
bus railroad total Ptfona preurbante

1950 ................. 1,001 ,157 945 955 620 887 69.4 1251955 ............. 4,294 6,3867 1,858 , 392 937 14, 848 88.3 172
1960...............10,634 7,827" 3,041 1,713 1,48 24,363 103.8 235196 ............. 11,113 7,780 1 1 M,23 ,9 10.3
1962.............12,634 7,987 3,353 1,791 1,301 27,018 111.9 241Igo.............. 14,360 7,W 3,8N0 1,891 1,441 29,262 115.1 254ION ................. 15,982 8,221 3,947 2,001 1,5 6 31,720 118.6 260

Sources: The 198, 1960, 1953, and 1964 data come from Narkhoz '64 pp. 7, 437, 493, and 499. The 1055data are from Narkbos '00, pp. 83, 68, and 573. Figures for 1961 and 1962 are from Narkbos '62, pp. 385,
415, and 421.
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RAILROAD SUCCESS

The data of table 4 show that Soviet railroads continue to dominate
the freight transport picture. They still account for 80 percent of
total freight traffic, and their share has not fallen as rapidly
as the planners have desired, since the other carriers have lagged be-
hind in their efforts to grow. Long freezing periods hamper-internal
waterways and coastal maritime communications, whose share of total
traffic has fallen from 10 percent to 8 percent over the 1950-65 period.
Government policy has held down the growth of intercity trucking.
Trucks have raised their share of total freight traffic from 3 percent to
6 percent since 1950, though it should be noted that the great bulk of
this traffic is shorthaul pickup and.delivery work around industrial
centers, at construction projects, or in agriculture; its average length
of haul is less than 10 miles. The rapictgrowth of oil pipelin e traffic
has now made oil pipelines the second largest domestic carriers, ac-
counting for just over 6 percent of the total traffic. Construction of
new oil pipelines is being retarded, however, by competition from gas
pipelines for both labor and large-diameter pipe.
TABLE .-- 5-arrHer tont-ilometers, U.S.S.R., by year, 1950-65, in bilUlion of

metro ton-kilometero

Railroad River Domestic All trncks Oil Total
sea pipeline

190........................... 602.8 46.2 28.4 201 4.9 606.019518........................... 51.8 26.8 24.1 785.3
1952----------------------- 741.8 58.2 30.0 27.0 8.4 863.51953........................ .798.0 59.3 32.4 31.4 7.6 9.7
1954 ....................... 86.8 62.8 34.5 37.5 10.2 1,001.8
195 ........................... 70.9 67.7 38.5 42.5 14.7 1,134.3
1956-------------------1,.... 079.1 70.5 37.6 48.5 20.5 1256.2
1957 --------------------- 1,212.8 76.4 38.2 81.7 26.6 1,413.7
1958-------------------1,... t302. 0 85.5 35.0 78.8 33.8 1,533.1
1959-------------------1,.... 429.5 93.6 37.1 87.6 41.6 1689.4
1960 ...................... 1,604.3 99.8 38.5 98.5 51.2 1792.1
1961...................1,566.- 6 106.0 40.4 105.7 60.0 1,878.7
1962-------------------..... 1846.3 109.9 42.2 111.9 74.5 1,984.8
1963-------------------..... 1749.4 114.5 45.4 119.7 90.9 2,119.9
1964-------------------..... 1854.1 124.5 49.9 132.1 112.1 2,27
1965......................1,948.0 133.9 52.1 142.7 148.6 2,423.3

Sources: Except for the estimates In column 3 for domestic sea traffic these are official Soviet data from
TsSU, Transpoil i svlaz SSSR (1957), various issues of Narkhoz and BSR v talfrakh v1965 godu (1968), p.
97. The 196 rail figure is the one used by the head of the Ralroad Ministry's planning division In Zhel.
Trans., 1966, No. 4, p. 1.

The domestic sea traffic series rests on percent-share figures for 1950,1955 1958, and 1960 given b Minister
V. 0. Bakaev in vol. It of Transport SSSR (1961) p. 28, and applied to daia for total traffic from tie sources
listed above, together with a statement In Morskol Flot, 1965, No. 10,p. 2, that foreign tramc had risen 4.7
fold since 1958. For Intervening year tonsoriginated data plus length-of-haul estimates interpolated be-
tween the benchmark years led to ton1kilometer estimates for both foreign and domestic traffic. Baknev,
op. cit. p, 2S, gives annual domestic tonsorginated datafor 19580 1960 and 15,5 percent-share figures appear
in N..Bogdanov, Oruzovye perevozkli tarfi (1963), p. 13; Morskol Plotj 1968, No. 2, p. 2, says foreign
tons.originated In 1965 rose 3.8 fold over 1958 whle the report for lOO5says total tons-originated rose 9 percent
over 1964, thus suggesting a 1964 domestic tons-originated figure.

In order to handle the growing traffic, Soviet railroads have been
permitted to add to their capital plant and equipment on a substan-
tial scale in recent years. New lines have been built, locomotives

4'There has been ample publicity concerning Soviet atom-powered icebreakers operating
out of northern ports, but their work has not appreciably Influenced the overall level
of domestic shipping.
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and cars have been modernized, double-tracking has been extended,
modern signaling has been installed, and yarc facilities have been
updated. The labor force, however, has grown very little. As table
5 shows, the railroad capital stock has grown about 2.5-fold since
1950, while the operating labor force has grown by only a little
more than 12 percent. Moreover, improved technology has meant
that these input increases could generate far more than propor-
tionate increases in freight traffic carried. Output per locomotive,
per freight car, and per kilometer of track has grown impressively.
Soviet equipment use factors now run well above Western European
or North American levels. There is much here to admire, from a
railroad operating point of view. Adjustments to make Soviet
use factors comparable with those employed in the United States
would require discounts of as much as 20 percent, since idle equip-
ment is not considered to be part of the Soviet active stock, but
Soviet operating results are nevertheless impressive.5 Planned
targets for 1970 indicate, moreover, Soviet intentions to intensify
still further their use of railroad plant and equipment.

TABLE 5.-Soviet railroad capital, labor, and une factor, by Vear 1951-64

Productive Oprating Freight ton. Car-kilometers
fixed assets labor force kilometers per per ative

billions of (thousands route kilometer car.day
11 rubles) of persons) (millions)

los------- .....--------------------1390 1,7646 &77 159.0152.................................... 14470 1,o885 o27 185.2
1958............................ 15430 1,00.7 6.09 171.81954 ............................. 16430 1,98.3 7.1 173.3
1955 .................................... 17540 1,80.0 8. 06 188 2
195 ............................. 18,680 1,980.4 8.94 191.2
1957 .................................... 19,940 1,995.4 10.02 200. 4
1958- 21,600 I,997.5 10.67 216.5
1959............................. 2,650 1,993.7 11.57 222.5
1980............................ 25,871 2,011.1 1102 227.0
1981---- ......... -------------- 26,981 1,986.7 12.41 22. 2
1962 ............................ 28210 192 1& 74 228.01Io ................................. 3 1102 1,W . 18.4 230.193-------------------0.92 1,97.1 18.85 283.8
1904 ............................. 81,1 i,979.8 14.37 24L 3
1965 .............................. 32084 ( ) 15.0 )

I Not available.
ources: The 1980-63 asset data appear in v. N. Shvetsov "Statistika truda na zhelewodorozhnom

transported" (1965), p. 73. The 1953- asset est an derived frm a series for "combined tsfi per
ruble offixed aets, ' given by 8. V. Larionova in Zhel. Trans., 1964, No. 9, . 43, for 1953-63. Her 1960
and 1961 Implied data are close to Shvetsov's absolute figures; his 1982 and 1963 data are more recent than
hers. The 1951 and 1952 estimates are chained into the series using percent increases implied by a "oem.
bined traffic per ruble of fixed assets" series given by V. V. Rusakova in Zhel. Trans., 1960, No. 1, p. 60.
The 1985 estimate is derived hom 1960 and 1985 "combined traffic per ruble of fixed assets" figures given by
F. P. Mullukov In Zhel. Trans., 1968, No. 4, p. 4 chained in to the Shvetsov sees after 9al~ustment for
coveg. The 1984 estimate is a gometric mean between 1983 and 1985. Combined traffic (unweighted
sum oon.kilometers and passenger.kilometers) data and labor force data for 1950-84 appear in Shvetsov,
op. cIt., p. 44. Col. 4 is the ratio of col. 1 in table 4 to ol. 1 In table 8. Col. 5 is assembled from Narkhoz
1984, p. 439; Narkhos 196, p. 386; Narkhos 1958, p. 555; and TsSU, Transport I sva' 588R, (1957), p. 48.

*V. I. Dmitrlev noted, for example, In his 1058 book, "Voprosl ekonomiki vagonno o
parka,"1 p. 20, that th 1954 Soviet figure for ear-miles per car-day of 178 kilometers wou d
be 142 kilometers If U.8. coverage of the working fleet were employed. Still, the American
average at that time was 70 kilometers.

- I '* - - "*'."."I'V. - ' &- , '* to-
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TABLE .- Active freight looomotives, U.S.S.R., railroads, by type, 1951-04, in
number of units and share of net operating freight ton.kilmnetrs

Steam Electric Diesel.electric

Number Percent of Number Percent of Number Percent of
trafflo trafflo traffic

1951 ............... 1, 100 93.8 300 8.5 330 2.7
195 ............... 11,80 92.7 390 4.3 370 3.0
1953 ............... 12,110 91.8 440 4.7 390 3.5
1954 ............... 12.140 90.2 520 &. 9 450 3.9
115 ............... 11.390 85.9 610 8.4 510 5.7
190_.. ......... 11,640 82.9 740 10.2 590 6.9
1957 ............... 11,860 79.5 890 12.7 680 8.3
1958 ............... 11.290 73.6 1,040 15.1 880 11.3
1959 ............... 10,720 66.5 1,260 18.2 1,120 15.3
1960 ............... 9.430 56.8 1,480 21.8 1,520 21.41961 ............... 8,420 48.2 1,730 24.8 1,840 27.0
1962 ............... 7,150 38.2 2.08 30.2 2.420 31.6
196 ............... 6,050 29.3 2,460 33.8 2,890 36.9
1904 ............... 4,760 21.1 2.710 36.6 3.380 42,3

sources: The estimates for locomotive numbers arm derived from published Soviet data for each traction
typo covet ing annual net operating ton-kilometers, average daily roes ton.kilometers peractive locomotive,
awl average net andi gross weight per freight train. Annual ton.filometers, divided by (365 times net train
weight) equals daily principal locoinotive.kilometers. Daily gross ton-kilometers per locomotive divided
by gross train weight equals daily principal kilometers per locomotive. 'rhe publisl d series for locomotive-
kilometers pet locomotive.day covers all work, not just principal locomotive.kilonterers, which accounts
for the systematic excess of the published series over this computed series. Daily principal locomotive.
kilometers divided by daily principal kilometers per locomotive equals the annual average number of loco.motives, of each type, inactive freight service.

It should be noted that the total locomotive stock, including those not in active freight service and those
In passenger service, is more than twice as large as the series estimated hem.

The data for percent shares of traic are from Ratvitle zhel. trans. v semiletil; abornik state (1960), p. 27
(for 1951 and 1958); from Narkhoz 1964, p. 439 (for 1950.1960, 1963 and 1964); from Narkhoz 1063,1). 380 (for
19062); from Narkhoz 1962, p. 385 (for 1952, and 1959-01): front Narkhoz 1960, p. 538 (for 1955) and fIora
Narkhoz 1959, p. 496 (for 1956-57). 1053 and 1954 shares were derived from absolute published data in
Zhel. Trans.

The key to these Soviet railroad successes lies in a combination
of heavy freight traffic demand and a switch from steam locomotives
to electric and diesel-electric traction. Table 6 records a rapid
transformation of Soviet motive power in the years since Stalin
died, following a decade or so after the American revolution in
motive power. Soviet railroad electrification has been on the agenda
ever since the 1920's, but only in the last decade has it come to
fruition. Growing availability of petroleum, together with the
American example, has led to all even more rapid expansion of
diesel-electric motive power. As a result, in 1965 some 85 percent
of the freight traffic' was pulled by these two highly efficient forms
of motive power.

Soviet railroads are very profitable. Since 1949, their costs
ton-mile and passenger-mile have steadily decreased, perimitt ng
a series of reductions in freight rates, in spite of which railroad
net income has steadily grown. The railroads have made substantial
contributions to the state budget, over and above what was neces-
sary to finance the growth of railroad plant and equipment. Table
7 shows how Soviet railroads have shifted since 1950 from being a
net recipient to being a net contributor to the central budget. Tley
have contributed, not only to the growth of high priority sectors of
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the economy, but also to the growth of rival carriers. Western rail-
way officials, who have complained for years of a similar govern-
ment policy, even in the absence of large railroad earnings, might
feel a certain bleak sense of recognition in contemplating this "Com-
munist" practice.

TAnLE 7.-oviet railroad paf/ments into, and recelpt8 from, the state budget
selected ycars, 1940-62, in tuilliots of rubles.

1940 1950 1955 1960 M96

Railroad profits paid to U.S.S.R. budget............ 301 388 1,629 2,394 2,817
Budget grants to the railroads ....................... 449 1,011 942 824 730
Balance of rail contribution .......................... -148 -623 687 1,570 2,067

Source: I. V. Ivliev, Finansy I finansirovanle thel, transport (1963), p. 21.

III. PoucY AND) PROBLEMS IN FnmIonT TRANSPORT

RESTRAINFD GIROWTII OF TRANSPORT CAPACITY

As the need for transport capacity has grown, State capital has been
supplied, but not on a lavish scale. The railroad network has grow%,n
slowly, even less rapidly than plans intended. Government policy
has concentrated on other parts of the economy; added transport
capacity has been made available only to the minimum necessary ex-
tent. This policy stands in marked contrast to American and Russian
policy prior to the Fint World War, when thousands of miles of rail
ine were laid down with the hope that they would stimulate indus-

trial and agricultural growth. In the 19th century, transport was
considered a prime mover; in Soviet practice, it has been a hand-
maiden of industrial growth.

The three summary series of table 8 show that the Soviet railroad
network has grown slowly, by some 11 percent since 1950, while the
networks of paved roads and petroleum pipelines both extremely
small in 1950, have grown roughly five times in the last 10 years.
The railroad figures exclude second tracks, nonministry spur tracks,
and industrial sidings, but properly measure the restricted national
total compared to American and European railroad systems. The
paved road series includes only those covered with cement or asphalt,
and excludes the gravel and dirt roads which prevail over most of the
U.S.S.R. The pipeline series seems to cover only trunk lines for crude
and refined petroeum, excluding natural gas lines and short gather-
ing lines. Brezhnev's speech at the 23d Party Congress refers to oil
and gas trunk lines whose total length already exceeds 70,000 kilo-
meters.6 The modest length of all three systems, for so large a terri-
tory and so large a gross volume of economic activity, is striking.

*See Pravda. Mar 30 1900, p. 1, translated in the Current Digest of the Soviet Press,
Apr. 13 1900, vol. XVIYi, No. 12, p. 15. The latter publication to henceforth cited as the
CDSP, with the appropriate Issue.
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TABT.R 8.-Length of rail, road, and pipeline network, U.S.S.R., by year,
1951-65, annual averages in thousands of kilometers

Railroad lit Paved O11 pipe.
main track roads lines

1951.........................................---------- 117.3 20.6 8.7
152 ........................................................... 118.2 23.9 8.1
1953 .......................................................... 119.3 28.1 6.7
IO5 ........................................................... 120.1 32.8 7.6
195 ........................................................... 120.5 38.2 9.3
1988 ......................................................... 120.7 44.1 11.0
1957 .......................................................... 121.0 49.8 12.4
15 ........................................................... 122.0 55.3 18.8
1959 ........................................................... 123.6 82.8 15.8
100 .......................................................... 12.1 72.4 17.0
1961 .......................................................... 128.2 82.0 18.9
1982 ...................................................... . 127.2 92.2 21.1
1963 ..................................................... . 128.2 102.5 22.8
1964 ........................................................... 129.0 113.1 25. 4
195 ........................................................... 129.9 0) ()

I Not available.
Sources: Derived as arithmetic means between successive yearend figures in TsSU. Transport I sviaz'

888R (1957), pp. 28,195,210; Narkhoz '60, pp. 835, 552-53; andNarkhoz 64, pp. 435, 481, 483.

The systematic Soviet policy that underlies this record, especially
in relation to intercity highways, differs markedly from American pol-
icy. Much of the early stimulus for roadbuilding in the United
States came from farmers seeking links with the market, and one of
the phrases used to generate support for the Highway Act of 1916
w!as "Get the Farmer Out of the Mud." In addition, town and city
residents were eager to improve driving conditions for their pas-
senger cars. Thus the American public has willingly financed high-
way construction on a substantial scale since World War I. Even
though trucks may now pay their full share of highway construction
costs, the share is not 100 percent. In the U.S.S.R., the network of
developed intercity highways is still rudimentary. The difficult issue
of road versus rail freight has thus so far been solved in the U.S.S.R.
through suppression ol intercity trucking and failure to develop a
hi hwa y system.

Soviet policy to date has stressed the movement of heavy industrial
raw materials, and only secondarily the movement of consumer goods.
With these priorities the Soviet solution may well make sense. Speed
of delivery has not een crucial. Shippers and receivers have been
required to conform to railroad operating requirements. The slender
stock of freight cars has been successfully stretched to handle the
traffic. Though railroad results under this policy have been impres-
siwe, the U.S.S.R. may now be leaving the era in which this approach
is effective. The recent resolution by the U.S.S.R. Council of Min-
isters demanding that the major ministries of heavy industry stop
delaying the unloading of freight cars may well be a straw in the wind."

PROBLEMS OF MODAL COORDINATION

In the Soviet planned economy, coordination of the work of major
transport modes has faced no barriers from the "competitive chaos"
that has long been criticized by Soviet theorists describing Western

See the story in Izvestiya, Mar. 13. 1966. translated in the CDSP. Apr. 6. 1966. vol.
XVIII, No. 11, p. 29.

a
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market economies. Nevertheless the Soviet record shows conclusively
that coordination is hindered by both technical and administrative
problems which are not automatically solved through state owner-
ship of all major carriers. Technical problems arise because joint
use of two or more carriers requires transshipment which may be
costly. Administrative problems arise because separate state-owned
organizations face difficulties in coordinating their work. Several
examples will illustrate these problems.

Soviet railroads have long sought to shift short-haul traffic around
major industrial centers to highway trucks. Railroad hauls of 10
or 25 or 50 miles involve real costs substantially above those of trucks
for many commodities. Thirty years of campaigning have never-
theless not succeeded in off-loading this short-haul traffic from the
railroads to any conclusive degree. Even in 1965, about one-fifth of
Soviet railroad freight tons-originated moved for distance of less
than 100 kilometers (68 miles).

The services provided by local trucking have suffered for more
than a decade from a Soviet campaign to centralize local truck opera-
tions under district common-carrier managements. It has seemed to
Soviet planners that a limited stock of trucks could be used more
effectively when operated out of centralized pools than when ship-
ping and receiving organizations had their own trucks. Continuous
use of trucks has seemed more important than prompt availability for
users. Available Soviet data do not permit detailed analysis, but
one can suspect that shippers and receivers experiencing delays in
obtaining trucks have borne costs that more than offset the economies
recorded by centralized district trucking organizations.

Door-to-door shipments using both trucks and railroads are greatly
facilitated by the use of containers or (in the United States) trailer-
on-flat-car equipment. In the U.S.S.R., the latter does not yet exist,
and the development of containers is still at an early stage. The use
of containers has been stressed in recent years, but the modest absolute
level of such shipments reflects the small size of the consumer-goods
sector of the Soviet economy. With the shift in emphasis now evident
in the new Soviet 5-year plan, rapid growth of container shipments
can no doubt be anticipated. Western technological breakthroughs
are likely to point the way to increasing effectiveness.

Another major deficiency in Soviet modal coordination is visible
in the Soviet countryside, where traditional Russian "roadlessness"
still hampers agriculture to a major extent. It is usually hard to get
Soviet field crops and livestock to the nearest railroad station. It is
expensive to get agricultural machinery, tractor fuel, and fertilizer
from railroad stations to Soviet collective and state farms. The typical
link between Soviet farms and the railroad network is still a dirt
road, impassable because of mud in the spring and fall, and high-cost
throughout the year. Resources withheld from road building for 40
years have facilitated the growth of Soviet heavy industry -but the
price paid by Soviet agriculture has not been negligible. The new
5-year plan gives major attention to the agricultural sector, but sur-
prisingly fails to mention rural roads at all. There is not enough
room in the announced national roadbuilding target figure for any
substantial rural road program, though Western experience shows that
such a program would be a highly productive investment.
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The extremely rapid growth of Soviet petroleum production in the
last 15 years has outdistanced the growth of a pipeline network to
carry crude and refined products. As a result, Soviet railroads have
been forced to carry a huge volume of tatnkear shipments. Soviet
technicians recognize the advantages that pipelines have over rail-
roads for mass movements of petroleum, but the emphasis on natural
gas, which has taken most of the large-diameter pipe, and the geo-
graphically scattered demands for oil products have inhibited the
development of oil pipelines until very recently. Publicity surround-
ing the construction of a major trunk pipeline from the Volga Valley
westward into Eastern Europe, and eastward across lower Sibera
with an eventual terminus on the Pacific, should not disguise the fact
that Soviet pipeline development lags far behind the level reached
in North America and Western Europe. As the Soviet economy com-
pletes its gradual shift from coal to oil and natural gas, one may
expect the U.S.S.R. to catch up in this respect, with consequent reduc-
tions in real transport costs.

Railroads, trucks, ships and barges, and pipelines are all operated
by separate organizations in the U.S.S.R. responsible to separate
authorities and responsive to their own internal pressures. The paper
work involved in joint shipments is more complicated than when a
shipment moves by a single mode. Transshipment delays are often
serious. Total charges on joint shipments sometimes exceed those by
rail alone. Use of water carriers is seasonally interrupted. For all
these objective reasons, State-owned transport organizations have not
found it easy to bring into being the "unffied transport system" that
Soviet ideologists believe in.

IV. POLICIES AND PROBLEMS IN PASSENGER TRANSPORT

BEOINNING OF THE SOVIET AUTOMOBILE AGE

The U.S.S.R. is just entering the age of the passenger automobile.
From a total stock of 7,500 cars in 1928,8 the number of Soviet passen-
ger automobiles has grown to roughly 1 million units at the begin-
ning of 1966. For a country of 233 million people, this is a very small
stock of passenger cars. The ratio of total population to total auto-
mobile registrations in the United States is now less than 8 to I (about
2.7 to 1, to be precise). In West Germany, France, and the United
Kingdom, the ratio is about 6 to 1; in Italy, about 9 to 1; and in
Japan, about 14 to 1. In the U.S.S.R., however, it is more than 200
to 1. Even this limited stock of Soviet passenger automobiles is
mainly in the hands of state organizations rather than private
Soviet citizens. High officials have the use of a company car as a
perquisite of their position. Municipal rent-a-car fleets in major cities
make cars available for private use under approved conditions. Some-
thing like a fifth of the existing stock is out of service, awaiting re-
pairs..Thus there are approximately 500 people for every car in
unrestricted private use in the U.S.S.R.

In this respect, therefore, the difference between automobile avail-
ability in Soviet and American societies is not on the order of 1 to 10,

s See "Tnentral'noe Upravlenle Mestnogo Transporta," Avtotransport SSSR (1929), p. 8.
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but something under 1 to 100. It requires a drastic wrench of the
understanding to appreciate the contrast. I can vouch for the fact
that a casual Western visitor to the U.S.S.R. is unlikely to appreciate
the magnitude of this disparity. In Moscow and other cities on the
Intourist circuit, one rides in cars and sees lots of cars on the streets.
Somehow their relative scarcity is not made vivid, though one does
notice that they are outnumbered by trucks. Presumably in the vast
stretches of the hinterland, and in smaller cities and towns seldom vis-
ited by westerners, the paucity of passenger automobiles would be
more apparent.

The present nationwide stock of about 1 million passenger automo-
biles is not rowing rapidly as the estimates of table 9 make clear.
Annual production is around 200,000 units, of which some 40,000 are
exported-, primarily to East. European countries. Taking account of
normal depreciation, net additions to the national stocks are currently
in the neighborhood of 75,000 units a year. Compared with what is

going on in Western Europe and Japan, to say nothing of North
America, this is an exceedingly modest level of growth. The U.S.S.R.,
as the second industrial power of the world, has obviously been pur-
suing a radically restrictive policy toward the passenger automobile.
TABLE 9.-Produotion and estimated stocks of passenger automobiles, U.R.S.R.,

by year, 1950-64, in, thousands of pAsical units

Estimated total stock
Production

15yuido. 10.yw de.
prdton predton

190 ........................................................... 185
1951 ........................................................... 54 245 218
195 .......................................................... 60 284 248
18 .......................................................... 77 87 283
1954 ........................................................... 9 410 834
low .......................................................... 108 474 886
196 .......................................................... o 51 425
1578 ......................................................... 114 M6 466
1968 ...................................................... 122 618 a0
I 19 ...................................................... 126 852 5=
1960...o.......................... 189 708 565
151 ........................................................... 149 757
1962 ......................................................... 168 816 619
1968 .......................................................... 173 874 644
1964 ...................................................... 185 98 68

Sources: The production data are from TABU, Promyshlennost 88SR (1964), p. 278. The stock estimates
reflect assumed 16- and 10-year useful lives applied to annual production figures since 1948, plus imports less
exports since 195, plus an assumed 1945 stock of 100,000 units. The 140stok was somewhere between 81,000
(assuming a 10.year life) and 103,000 (assuming a 15.year life) and wartime lomes may have been offset by
acquisitions In Eastern Burope. I. Prokhorov, In Planovoe Khodlastvo, 1989, No. 10, p. 78, gives the num-
er of passenger automobiles in the U.S.S.R. at the end of 1M M 12 ,.

The slender stock of passenger automobiles is supported by an
equally underdeveloped supporting base of paved roads, filling sta-
tions, and garages. The main streets of cities are paved but even in
Moscow the back streets can be very hard to navigate. Major inter-
regional highways are mainly paved, though year-round maintenance
in so northern a territory presents man problems. A Pravda story in
the fall of 1963 indicated that the total number of filling stations for
the entire country was around 1,500 or 1,600.o Servicing and repair
facilities are even more scarce.

* CDSP, vol. XV, No. 86, p. 24.
03-591 --6--pt. II-B----17
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The rare possessor of a private automobile therefore faces many
frustrations. Garages.work under.plans which makes them reluctant
to take on minor servicing jobs, since major overhauls and replace-
ments contribute more effectively to plan fulfillment. Complaints
indicate that spare parts are frequently not available. Filling stations
sometimes do not have supplies of gasoline, or observe limited-hours of
business. All of this reflects the low priority assigned by the authori-
ties to the private passenger automobile in the Soviet economy. For
example, 6 years ago in Frunze, a regional capital of 250,00 people,
there were 1,400 individual cars and 1,500 motorcycles, but only a single
filling station. Car owners obtained gasoline illegally from truck
drivers or through other devious channels.10 A few years earlier, in a
novel celebrating postwar progress, part of the story involved a happy
vacation trip on the newly paved highway from Moscow south all the
way to the Crimea. Dramatic tension was provided intermittently as
the vacationers faced a recurring crisis. It was not whether the next
motel would have an empty room, with or without swimming pool, but
whether the filling station said to be in the next city would have any
gas. Gas is gratefully purchased in the U.S.S.R., even without trad-
ing stamps.

Illegal transactions in gas led the authorities in July 1965 to initiate
a system under which gas was sold only for "trading stamps" (i.e.,
special coupons), issued-for cash at government offices. New coupons
were to be issued only if the mileAge shown on the purchaser's car mile-
age indicator was consistent with his previous records and gaspur-
chases. The scheme was designed to thwart illegal gas purchases, from
truck drivers mainly, but a March 1966, Moscow news story indicated
that attempts to enforce it had led to much redtalpe and confusion.
The drive had been criticized from the very start as being unworkable,
and the final blow came from the police official charged with enforcing
the regulations: he suggested that a better approach would be to pro.
vide filling stations wherever car owners need them, keep the stations
open night and day, and control truck gasoline supplies more
carefully.,

This episode illustrates the pressures that come into play when 233
million people live in a largely industrial society that mitkes use of
ony about 1 million passenger cars, of which less than half are in
individual ownership. Most passenger transportation is, as we have
seen, by public conveyance. There are only about 75,000 taxis.
Roughly half of the noncommercial passenger cars are owned by Gov-
ernment organizations and assigned to leading officials. The re-
mainder have been acquired, at very high prices, by patient citizens
with ample cash, willing to keep their names on waiting lists and to
undergo the paperwork require to demonstrate elgibility, obtain a
drivers license, etc.

Another illustration is provided by what we may call the Krasno-
yarsk incident. In this provincial district of Siberia, some enterpris-
ing municipal authorities decided in the spring of 1960 to develop

14.vol ,.Xv.Ix No 16. pp. 24-25.
See t. Korain, "A Strange Order" Ireith, July_ 6, 196. p. 4; Col. L. Kusneteov,

"Are Couponi Necesary " Veeernala Moakva, Mar. 10, io, p. 2; and the Wablngton
Post, Ma. 11, 1966, p. A 1.
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rent-a-car services in the maj6r cities of their territory. They did
not simply purchase new automobiles. Instead, they sought to round
up the passenger cars currently owned by various factories, offices,
trusts, and other Government institutions. "It was decided, on the
basis of a territory executive committee decree, to set up centralized
common-carrier units in place of the small separate garages of indi-
vidual offices, factories, and trusts. The intention was to assemble all
the cars from the latter and to operate them from two new garages,
one holding 150, the other 130 cars. The savings would be substantial.
The Moskvich or Volga car that once stood idle in front of a director's
office would be able to serve both its former individual owner and also
several additional persons entitled to the use of a car in the perform-
ance of their duties."1 22

The officials of these organizations reacted with both imagination
and initiative. As soon as the order was issued, requests came in to
exempt cars as "special vehicles." "On the streets of Krasnoyarsk,
Abakan, Norilsk, and other cities, dozens of passenger cars have
started to appear with the most diverse emblems and signs, from the
blue cross of the veterinary service to a neatly painted- line reading
'Culinary Products Delivery.' There were 'mobile emergency repair
cars,' 'operational-emergency-technical cars,' and still other special
purpose cars." " After 3 months, 107 cars had been turned in, but
166 had obtained exemptions.

What does the "Krasnoyarsk incident" show? Clearly Govern-
ment officials find that the cars assigned to them are convenient and
useful for both official and personal trips. They are reluctant to turn
them in to a municipal pool. The centralized fleet would perhaps
make more continuous use of each car cutting costs, spreading over-
head, and eliminating waste and duplication. But the officials who
have tasted the delights of a personal car are reluctant to give their
cars up.

PROBLEMS WITH PRIVATELY OPERATED PASSENGER OARS

Another important phenomenon arises under Soviet conditions, re-
flecting the chronic shortages of various consumer goods and services
that have plagued the Soviet economy for many years. The cars that
are personally owned by individual Soviet citizens are sometimes used
to produce wha t the r ime calls unearned income. We have it on
the authority of the Minister of Internal Affairs of the principal So-
viet Republic that, where the state fails to provide adequate supplies
of consumer goods and services, private citizens tend to move in to
fill the vacuum." An enterprising individual can use his car, for
example, to bring fresh fruit or vegetables to cities where, at uncon-
trolled prices in farmers' markets or at street-corner stands, they
command a substantial premium over their cost in producing areas.
By the canons of Adam Smith, this function of relieving shortages
and reducing price discrepancies is an honorable contribution to the

'8 Sovetskala Rosalia, Apr. 3, 1960, 1i. 8. Translated in the CDSP, vol. XII, No. 14,
op. 24-25.isIbid.

14 V. I. Ttkunov In IsvestlyA, Apr. 18, 1962* p. 8. Wranulated in CDBP, vol. XIV, No. 15,
p. 28.
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general welfare. In the U.S.S.R., however, such activities are con-
sidered antisocial, and those who engage in them are termed "para-
sites," getting unearned income from their capitalist activities.
Privately owned automobiles figure prominently in the lurid accounts
of the evil doings of such "speculators" when they are brought to trial
under the campaign that has now been going on for 6 years.

Even more modest means of transportation can offend the authori-
ties. In May 1962, Izvestia reported the case of a 47-year-old school-
teacher, in a country district near the Caspian Sea, who gave up school-
teaching in favor of growing vegetables and fruit. Over 7 years he
built himself a brick house, and planted a large vegetable garden, 32
fruit trees, 236 gape plants, and 1,600 tomato plants. H bought a
motor and installed a watering system. He built a hothouse He
bought a motorboat to carry the vegetables to a nearby city and be-
yond. His neighbors "expressed indignation and asked that the
machinations of the swindler be looked into. Finally, criminal action
was instituted against the inveterate money-chaser. The court de-
cided to exile Stepanov from the ?rovince, and to confiscate the house,
the hothouse, and the motorboat..

PROBLEMS WITH A RENT-A-CAR APPROACH

The visit of N. S. Khrushchev to the United States in 1959 convinced
him that the U.S.S.R. should find a solution to the passenger automo-
bile problem that would avoid what struck him as irrational in Amer-
ica. He therefore sponsored an experiment which has since developed
in major Soviet cities, though without striking success. Municipal
rent-a-car fleets are now available for Soviet citizens who want a car
for vacation trips in the summer or for other approved uses. In prac-
tice, however, several difficulties have developed. Perhaps most
important. Soviet legal authorities appear to feel that accidents will be
minimized if insurance against personal liability is not made available.
The renter of a Soviet car is liable for injury to persons, damage to
the automobile, and any other losses resulting from an accident.
Under these conditions, understandably, citizens have been reluctant
to rent a car. In addition the would-be renter must have a driver's
license-hard to qualify lor-and sometimes must get certification
from his employer as to his eligibility. These barriers, together with
all the headaches involved in obtaining gas and repairs, provide a
sufficient explanation for the modest growth in the use of municipal
rent-a-car fleets.16

NATURE OF CURRENT NEEDS

The post-Khrushchevian leadership is clearly concerned about the
problem of dealing with passenger automobiles and even more con-
cerned with improving the truck situation. On karch 19, 1965, A. N.

Is Iavestiya, May 28.1902.la p. 4. Translated In CDSP, vol. XIV, No. 21, p. 23.
WFor an Informativ dsussion of' these problems, see Donald D. Barry,* "Russians and

Their CasSurvey, Ocoe n9 No. 57 pp. 9-110; and Zigurds L. Zile, "Law and theDistributilon of Cnumer Goods in the oit Union," Tbe University of Illinois Law
Form srin L1964, pp. 257-201. The general automobile situation is well reviewed In

an rtcl b Dnald D. Barry and Carole Darner Daiy,"Hapies Is Driving Your Own
Moskvich," in the New York Times Sunday magazine, Apr 10k 196 pp. 16 ff.
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Kosygin, in a major report to planning officials, criticizing a number
of Khrushchev's "subjective" policies, cited his attempt to take away
the cars assigned to officials for business use. On November 30, 1965,
the top leadership of the Government attended an exhibition of trucks
and automobiles in Moscow and used the occasion to stress the need
for improved models and larger production. .

Inspection of table 10 below may explain this growing concern.
The U.S.S.R. does not release data on the total stock of trucks and
passenger automobiles, but does present figures for production, ex-
ports, and imports. The estimates in tables 9 and 10 use these Soviet
figures, together with assumed useful lives, to estimate the national
stock on hand year by year up to the present. If one assumes a 15-year
life, not implausible by Western standards, the total truck stock
would appear to have been growing slowly up to the present. But if
one were to use a 10-year usef l life, the shocking implication would
be that recent levels of producton have been inadequate for maintain-
ing the total stock, which in consequence would be showing some
tendency to decrease. In 1963, depreciation rates were revised to be
more realistic than those long in force, and the new suggeted rates
for trucks involved a 5-year useful life for the small ones that domi-
nate the fleet, running up to a 10-year life for a few specialized trucks.
If such rates were tobe applied in practice, the inadequacy of current
annual truck production levels would be even more marked.
TABLE 1O.-Productton and estimated stock of trucks, U.S.S.R., by year, 1950-64

[In thousands of physical units]

Estimated stock
Production Stock.In

15year culture

depredation depreciation

igO ............................................ 294 1,839 1,314 283
951 ............................................ 230 1N638 1 3 ..............

1952 ............................................ 248 1,732 138 ...........
1 9 5 ........................................... 271 1,839 1393 424
1 9 5 ............................................ 301 I,8 1422 ..............
1 9 55...................... 32 %2092 1495 a44

19 56....................... 358 2,244 1,76 831
1 9 57..................... 87 %2378 1837 6W

198 ........................................... 351 2;4772 70 W
1 9 5 9 ............................................ 362 %3 2,01 729
lw ............................................ 362 %82 2,056 78
19 1. 382..,696....... 79
19 62....................... 382 2786 2077 875

1 9 63....................... 382 2,849 Z 031 922
1 9 64............... ........1 386 2,921 1,951 1 954

Sources: The production data for 1950-6 re from TsSU, Promyshlennoest' 8SR (1964), p. 278, excluding
buses. The 1964 estimate applies the truck-plus-bus Increase over 1963 (Narkhoz 64, p. 186) to trucks.

Column 2 reflects an assumed 15.yew" useful Ufe applied to annual production figures since 19045, plus
imports less exports since 1955, plus an assumed145 stockof I million units. This 195 estimate in turn

reflects an estimate for 1940 of ,000 (assuming a 10-year useful Ufe) or 824,00 (assuming a 18-year useful
life), and awareness of large lend-lease shipments of trucks combined with seizures in Eastern Europe,
though the number viin 'n working order is a matter for conjecture. I. Prokhorov, In Planovoe
Khoilstvo, 1939, no. 10, p. 73 gives the number of trucks in the U.S.S.R. at the end of 1938 as 635,000.

Column 3 reflects an assumed 10-year useful life applied to annual production, plus Imports les exportssince 1955, plus an assumed 1945 stock of 1,005,000 unlts.The agricultural holdings of trucks are repoIted In Narkho '158, p. 487; Narkhoz '60, p. 485; Narkhot '62,
p. 324; Narkhos '64, p. 3.

The new Soviet 5-year plan calls for expanded production of both
trucks and passenger automobiles; annual output is to rise by 1970
to some 700,000 to 800,000 units of each. While such growth represents
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a substantial gain over current levels, it appears likely to create more
problems than it will solve. Needs that are already visible will not be
met by this level of production while the Government's new attitude
seems likely to unleash many other demands for trucks and passenger
cars.

Though tha new plan indicates increased attention to passenger cars
in the 1.S.S.R., it seems unlikely that popular demand for automobiles
will pull very much investment away from other uses in the next few
years. Soviet citizens still have a great need for more adequate hous-
ing, which seems likely to have hither priority both in their eyes and
in the scale of Government priorities. A new apartment, combined
with adequate public transportation, is likely to have more appeal
than a very expensive automobile, under Soviet conditions for car
operation. Western observers who argue that expanded automobile
production would be a powerful way of.shoring up weakening aggre-
gate demand and at the same time sihoning off excess public pur-
chasing power seem to me to be thinking in Western, rather than
Soviet terms.1"

The long-delayed drive to develop agriculture is another claim on
resources likely to outrank passenger automobiles, though it may well
lay the groundwork for such demands in the future. Agricultural
modernization should eventually bring with it extensive development
of paved farm-to-market roads which initially will facilitate truck
transport of agricultural inputs and outputs. Later, of course, a high-
way network will make it more feasible for citizens with passenger
cars to make Iong trips, and this will increase the demandor pas-
senger cars. Such a stage may well be reached in the 1970's.

If the U.S.S.R. enters the automobile age in earnest during the 1970's,
there will be an enormous gap to be made up. The resources required
to build a network of paved roads, to bring the Soviet passenger auto-
mobile stock up to, say, 50 million units, and to provide all the supply
and repair facilities involved, will be huge. The late academician
V. S. N1emchinov wrote in 1959 that "personal mobility is an important
component of a high standard of living." 18 If this view comes to pre-
vail in the Kremlin, the Soviet future will be decisively altered. The
Western "irrationality" that Khrushchev feared may yet invade Soviet
society. Recent stories from Western correspondents in Moscow are
not encouraging. Moscow traffic is getting congested, even though
there are at present only 71,000 private cars in the city," and arrange-
ments for systematic introduction of staggered opening and closing
hours for Moseow government offices have recently been promulgated."
It is not obvious to me that the U.S.S.R. should welcome the attendanttraffic jams, smo6,injuries and fatalities, and landscape disfigurations
which have confronted North America, Western Europe, and Japan.
Perhaps the U.S.S.R. will develop a compromise solution that avoids
the worst evils of the automobile age. As between an automobile-
dominated and a State-dominated society; the disadvantages are per-
haps arguable. All this, however, still lies in the future.

SSee d Ispatnh in the New York Times, Dee. 8, 1065, p. 28.
SIn Kommunist, 1959, No. 1' V. 87.

WNew York Times. Apr. 34. W9M, see. 1, p. 20. .
See Isvestlya, Mar. 0, 1968, p. 2. Tmfuelated in CDSP, Ma?. 80, 196 voL XVII, No.

10, p. 28.
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V. ImIox noNs ,oR HIoHLY DBvzIPD EooNomms

Soviet experience shows how, under special circumstances, the trans-
port sector can contribue impressively to rapid industrial growth.
In the framework of Soviet economic geography and Bolshevik eco-
nomic policy, Soviet railroads have proved admiiably fitted for carry-
ing huge volumes of coal, iron ore, petroleum, timber, and the other
basic raw materials needed, by heavy industry, itself concentrated in
a handful of major centers. Transport capacity expansion has been
held down and the investment resources thereby released have been
available for other uses. It must be recognized, however that this
Soviet solution has developed in response to distinctively Soviet pur.
poses, and is unlikely. toWerelevant to -the-situation faced in other
developed economies.In a consumeboriented economy, producing a 'widely diversified
range of final goods and services, 0ith a geographically decentralized
pattern of industrial location, thb Soviet transport approach would
prove to beia substantial han icap._ Where shipments ona relatively
small sca16 must be ioved promptly amofg a very large "number of
decentral zed shipping and receiving points, th1'distinctivb features
of Soviet railroading eeae to1,e advant* us. /

Frugality in providing ranspOt serVices/limits the options open
to shippers, receivers, and trtivefem .. Thecarriers themselves are able
to concentrate fright tr1ffi on main ro~iteq, schedule tra!4 move-
ments in ways that proinote thei-iiternal fficiency,'and conflie them-
selves to the forths of service thatpe ,nhiV high degrees of equipment
utilization. This Soviet hpproaol cleaily-Iays costs on transport
uses however, aid in an economy whwhrW these'-eosts are i portant,
the S6vikt approaM s not likely-terhavo great appeal. Pdblie con-
veniencele greatly facilitated by anple sekivices; -wel-to-do!economies
can affordto provide ampl6 transport ser#,icesiA pursuit 6f both con-
venienceand.@fficiency. • . . .Pp

Comparisoflof recent Sovit-ex_ ience in intermod/al cooperation
with developments in the United States.and Europe indicates that
technology, not "state ownership," is proving to ke'the key to progress
in this sphere. Containerization of feIght ments i now stimulat-
ing a rapid expansion of joit sihipmerntaiivoling t~o or more modes.
Transshipment costs are reduced, delivery times are speeded up,
ptlfera.e and damage costs are lowered, and intermodal paperwork
is facilitated through the use of containers. Though containers have
been used in the U.S.S.R. since the middle 1980's on a small scale,
recent developments in North America and Western Europe have now
gone far beyond Soviet attainments.

Similarly, intermodal difficulties in keeping track of joint ship-
ments, allocating traffic revenues, coordinating schedules, and other-
wise arranging for prompt and flexible service reflect "depart-
mental barrieri' in the U.S.S.R., fully comparable to the difficulties.
caused by intermodal rivalry in a market economy. Here, too, iech-
nological progress in information processing, telecommunications,
etc., have contbuted effectively to intermodal cooperation in the West,
to a greater extent than in the U.S.S.R. Current Soviet plans sug-
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gest that the U.S.S.R. will rapidly catch up in the use of these devices,ut there is not yet much evidence of fresh Soviet solutions in this
field.

VI. IMPLICATIONS FOR 1FAs DEVELOPED COUNTRIES
Countries in early stages of economic development can learn from

Soviet experience one lesson of fundamental importance: transport
investment is a concomitant of not a precondition for, economic devel-
opment. Such countries need not accept the widespread American
view, based on our own 19th century experience, that large-scale ex-
pensive transportation facilities must be laid down before agriculture
and industry can begin to grow. Transport capacity can grow as
the demand for it grows, rather than being provided in advance.
Soviet experience demonstrates that the transport sector can be made
to serve an industrial development program without itself becoming
the largest single claimant for capital plant and equipment."

Another lesson of Soviet experience, vith potential application in
many less developed countries, concerns the tremendous potential of
railroads for carrying mass freight traffic. Western railroad difficul-
ties in passenger service during recent years, and administrative prob-
lems on some railroad systems like that of Argentina, may have created
a general impression that railroads are obsolete. Nothing could be
further from the truth. Where water carriers or pipelines cannot
serve, railroads have an unchallengeable ability to move mass freight
over long distances at low cost. Perhaps sharp changes in elevation,
as in eastern Colombia or western Uganda, are better traversed by
highway than by railroad, but with mild gradients and adequate traffic,
the railroad cost advantages are decisive.

A great many less developed countries are enabled by their economic
geography to consider transport options that have not been very
feasible in the U.S.S.R. The Soviet land mass lies so far to the north
that its rivers and seas cannot provide year-round service. They are
also unfavorably located for much of the economy's freight movement.
Developing economies in Latin America, Africa, and Asia may well
find that water carriers offers cheaper service than railroads for some
of their impending traffic growth.

A less developed country whose national purposes are less focused
on heavy industry and national defense than was true in the U.S.S.R.
after 1928 is not likely to imitate Soviet transport experience. Where
modernization of the agricultural sector has high priority rural road
building must receive fargreater attention than it-has in the U.S.S.R.
Where light industry and consumer goods production are permitted
vigorous expansion, widespread use oftrucks for prompt door-to-door
service is likely to spring up far more rapidly than has been per-
mitted in the U.S.S.R. to date. If promising resources are being de-
veloped on a modest scale, as timber stands or small resource deposits
or gavel its, for exam le, are opened up, trucks using temporary
roast may substantially more economical than rail transport which
will be left stranded after a few years.

21 See Holland Hunter, "Transport In Soviet and Chinese Development," Economic Devel-opment and Cultural Change, October 1965, pp. 71-84.
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Finally, countries now making transport decisions for their economic
development have available technological alternatives that were either
unknown or unproven 40 years ago when basic Soviet transport deci-
sions were made. Modem technology has developed in the direction
of facilitating joint use of several transport modes, improving the
flexibility, diversity, and capacity for decentralization of a growing
economy. Thus, while less developed countries can learn from Soviet
experience, the framework for their transport decisions is substantially
broader than it was for the U.S.S.R. a generation ago.
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