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REVIEW OF THE NEW SOVIET TEXTBOOK
ON_POLTTICAL ECONOMY

Summary and Conclusions

The new. Boviet textbook on political econqmyj entitled Political
Economy, & Textbook (Akademiys Nauk SSSR, Institut Ekonomiki, Politi-
cheskaya ekonamiya, uchebnik, Gosudarstvennoye: Izdatel'stvo, Politi-
chesky Literatury, Moscow, 1954), presents the Soviet‘economy and-Soviet
economic thought from two markedly different point of view. Tt is a
synthesis of the orthodox ecoenomic theory :of Marxism-Ieninism-Stalinism
for all the Marxian stages of economic history. It is also an exposi-
“tion of the policies, principles, and methodology of ‘econcmic and social
activity in the USSR. [The textbook maintains Stalin's orthodox position
on the *objective nature" of econcmic laws, extends thé approval of the
current leadership to Stalin's formulation of the "basic" law of
socialism, and designates (in effect) Stelin's policies as economic
laws of ‘socialism. Reaffirmation of the "obJjective nature” of eco-
nomic laws was begun by Stalin in 1952: His pronouncements reversed a
poétwaf'tfendfamong;$oyi¢t“éhthors,_who had tended increasingly to -
‘treat economic laws as subject to, and even created by, the will of
man. ' :

In maintaining Stalin's position that econcmic laws are “objective
laws" independent of the will of man (analogous to the laws of the
physical sciences), the textbook reflects a contradiction in Marxian
thought -- that is, Marxism-Leninism-Stalinism claims to be both a
“science" of social development and a guide to revolutionary action.
Often the two positions are logically incompatible because the objec-
tive laws which the Soviet Marxist claims to observe when he is direct-
ing economic activity and implementing social change are really the
results of his own actions based upon general Marxian principles. Con-
sequently, he is greatly tempted to treat social law as the product of
man rather than as an objective law independent of man's will. _This.
contradiction will almost certainly appear again under the cloak of
another argument.

On the level of the principles and the methodology which obtain
in current activities in the USSR, the textbook has much of interest
to say. 1In keeping with Stalin's 1952 criticism of certain economic
terms and categories concerning profits and gross savings available to




 been the problem sector of the Soy

e

the state, the textbook shows a marked aversion to these terms, judging
them to be too similar. to. the terms-and. categories of capitalism and
not descriptive of the actual- relatlonships ‘which exist in the USSR.
.Similarly, the textbook: recognlzes*that “the policy of maintaining low,
fixed prices for producer goods inflates the savings accruing to the

' state (in the form of the turnover, tax) from the consumer goods indus-

e

tries. No solutlon to this prdblem_is*offered “ however.

- The textbook -considers. 1t‘quite proper

'§< PRI

the growth in labor.productlv TY.s

>

Jbhat as a matter of policy

Current problems_are taken up in some: detall'in the dlscusslon of
. agriculture, reflecting.the fact tha 'torically agrlculture has
nomy . and’ that ‘the post-Stalin
leadership has every 1ntent10n _f,,,plem tIng the current consumer
goods program. Slnce the textbook spe01f1cally ‘states that lagging
growth in the agricultural sector has v1olated the "law" of planned
proportional’ development, it may be concluded that the Soviet leader-
ship considers this dlsproportlonate growth to be a brake upon the
growth of the economy as a whole. Furthermore there can be no doubt
that the collective farms will be transformed (perhaps by degrees)
into state farms and that the private plots of the households will

be eliminated as soon as the regime possesses .the necessary resources.

The discussion of the transition from socialism to Communism
emphasizes two points: the abolition of the differences between
mental and physical labor and the elimination of differences between:
town and country. The means of accomplishing these objectives are

% waoadly speaking, differential rent is the difference in return
over and above the cost of labor and capital between the lowest cost
producer and the highest cost producer.
-2 -
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given as "automation" (introductioh of automatic machinery and fac-
tories), electrification, and ‘the use of atomic energy.

Theifollowlng conclusions concernlng current Soviet economic
problems and policies may'be drawn:

1. The present Soviet 1eaders have discarded the cult
of Stalin's personality, but they remain, in substance,
very orthodox adherents.of-Marxism-Lenipismetalinism.

2.. Although they are .quite serious about achieving

.the increased consumption goals under the new program,
the Sov1et 1eaders implicitly. stlll conai '1nd1v1dual

consumptlon as-a cost of productlon and nop the dbject

of. econamic act1v1ty. To be.sure, in the’ 1ong run (in
;fWhlch as Keynes put it, we w111 all be dead) individual

consumptlon is still, as always, the explicit goal of
_economlc act1v1ty 1n'the USSR.

» ‘“3.'LCurrent concessions'tO'the peasantry probably

are . shbrt term in nature. Together with these con-
ce531ons, the USSR is s1multaneously carrying out policies
_(for example, making the tractor drivers. permanent em-
ployees. of the Machine. Tractor Statlons) which will
'fac111tate the abolltion of the private household plots
and. the transformation of the collective farms to state
farms When sufficient resources .are available. In view
of past experlence, the pursult of this obJjective should
lead to major stresses and strains in Soviet society.

4. TIn the eyes of the Soviet leadership the lagging
growth in the agricultural sector is a serious obstacle
to the long-run growth of the econamy as a whole. Agri- -
culture will continue, therefore, to require substantial
allocations of resources.

5. Carrying out the "transition from socialism to
Communism" by the means proposed in the textbook will
involve a high priority for expanding the output of
electrical energy, automatic machinery, and associated
electronic equipment and in the utilization of atomic
energy for industrial purposes. If current policies

CONFIBENTIAL,
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are followed in introducing automatic machinery, the
result will be a greater“degree ‘of capital intensity
than is currently considered economically Justifiable
in th'ev-westq o T o o :

I. introductioni

ritten by d-group of nine-authors
aded’by the DiFéctor of the Division
_ es of  the USSR, Acedemician

V.. Ostr, , PUrpoT be: a definitive ‘statement of the
Marxian theory’ of -économid history- ‘1/% In this textbook the authors
set out to. summarizé: th to delineate the ‘present, and to out-
line the :future.growth. an Llopment” of - the “productive. forces
throughout ‘the’ entire course of “human History. Proceeding from the
Marxian ‘dogma that®¥he f “constitute the dynamics of
human society’and:tha ociety’develops in’a’linear process
moving from*Tower (Pt rher'”(Communist ) stages, the text-

P 2dsf haréc‘t;,&ris’ricsof the eco-

imitive communism

Political Edoron

(and & statictical assletait):

follow: t this analysis of
cIve 'Torees is t0/dérvé a5 the dogmatic
fothér ‘historical phenomena. In short,

to latter<day Sov i
the developmént of “Ehe™prod
framework  fof “explainitig ‘a1

the textbook 15 designed to 8 synthesis of the doctrine of his-
torical materialism’as expoundéd by Marx, Engels, Lenin, and Stalin,

the first such official synthesis attempted. Consequently, it not only
deals with the development ‘of ‘economic history as a whole but also
treats the present stages of development in terms of the past, present,
and future. 1In these terms, ‘it treats of capitalism in the West, of
socialism (Communism) in the USSR, and of the development of socialism
in Communist China and the European Satellites. Political Economy, a
Textbook is designed to provide Communists throughout the world not only
with an education in fundamental dogma but also with a general, stra-
tegic guide to action. :

foVe fore

Ay

Writing of the textbook was initiated in 1939, delayed by the war
years, and hampered by ideological difficulties after the war.

* Footnote references in arabic numerals'are to sources listed in the
Appendix.
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Apparently the draft had reached an advanced stage by early 1952, .
since Stalin’s Economic Problems of Socialism in the USSR was pri-
marily devoted to a critique of various drafts and to the formula-
tion of the "correct™ theories. In a sense, Stalin's Econamic
Problems constituted his report to the 19th Party Congress, but it .
reflected Stalin's pre-eminent position in that his. pamphlet was
published before the Congress actually convened. 2/ lesser men
such as Khrushchev, Malenkov, and Beriya déliveréd their reports
direetly to the. Congress in the usual manner. Only Stalin could
speak ex cathedra, and Stalin's pamphlet set the ideological tone
of the Congress. . If Stalin had lived, it is doubtful whether the
textbook would have been published by this time. Moreover, if
published during Stalin's life, it probably would, have been desig-
nated as part of Stalin's collected works. Bearing by virtue of
1ts authors and publishers the official.imprimatur of the Communist
.Party of the USSR, the textbook is one of the most important of-

ficial documents published by the Soviet.regime.

- ;- The new.Soviet textbook on political economy is divided into
three parts:. Part I, which surveys the entire precapitalistic

.. period in 63 pages, contgins one .chapter, each on_primitive communism,
v‘Slaveholding,,dndufeudalism;_PartvII; which surveys the capitalistic
period .in 23k pages, contains 19 .chapters on-the various laws and
-.categories characterizing the .capitalistic stage of development, with

~ slightly less than half the space devoted:ito the "highest," or :
"monopoly," stage of capitalism; and Part IIT, which surveys the
development .of socialism (Communism) in.300 pages, contains 18 chap-
ters.devoted to socialism in the USSR and 3 chapters on the remainder
of the Soviet Bloc: 1 each on Communist China, the European Satellites,
and intra-Bloc relationships.

 The objectives of this review are (1) to examine the method and
consistency of presentation; (2) to analyze the content of the more
important parts with particular reference to the historical back-
ground of the content and to note divergence from previous theoretical
treatment with respect to Stalin's treatment of the same problems;
and (3) to analyze the significance of the content for forecasting
future Soviet action which bears upon the national interest of the
US. Owing to limitations of time this review will be limited to
Part ITI: "Socialist Means of Production." ‘

COMPERENTTAL
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II. Nature of Economic Laﬁs under Socialism.

- In Chapter XXVIII the authors come to grips with the fundemental
problemfoffPart'IIIjiizthe{hatufé‘and content of economic laws in the
socialist’ phase of development ‘(which is considered to be the first
phase: of Communism). ‘Before dealing with thé’ economic laws of
socialism, however; the®authors find it necessary to affirm the ob-
Jjective nature of econtmic lais - that is, to establish economic

laws' as analogous t6°laws®dF hature which’have objective existence

beyﬁﬁ@xthefpbnséibﬁsﬁ"ﬁégéhd;will'of man’ %" Moreover, the authors
 find“it necessary’ to devote some space’to*diEtinguishing those cate-

gories: (such ‘a§“economie’ laws) which-do not change significantly in
eifh?r:fp%miqp;contéhtsin“bhb”sfage’Of’dévelppment from those cate-
sories (such as’ money’) hich remain identical in form but which may
differ drastically in°ontent’ from one stage’ to another. The treat-
- ment’ Sf« these probleéms 1% in substance, identical to Stalin's treat-
 ment in his Ecohomic: Problems. 3 e .

re ‘are three th

es” which dominate thé part of Stalin's pamph-
the Soviet economy: (1) the objective nature of
thé basis’ for the-existence and the characteristics
“Under ‘socialism; ‘and’ (3)-the problem of- the market

, Felabloshi o5 o the "CA1 Teotive raruls WILH LR ccbhomy a5 a'vhole.
7T seG quite ©1serTten Stalin's svatsnents fhat many Sovict economtsts
' subs??}begftp?th' heresy-thdt’,“under's iéliémi“mehfacting'through

instititions create] 6r?a§;iéaétf%igﬁifiéa@ﬁi&fmbdify, econdmic laws.

Ao A.PléTQf;%Hisi3£%i%uhé§t5waraathé“iaw‘ofbvélué is the following
“.quotation from a leading Soviet econcmist, L. Meyzenberg (who has sub-
" sequently reformed ) L/t T :

In implementing the planned direction of the national
' economy the Soviet State consciously utilizes the law of
‘valde in the interests of strengthening and of developing
the'socialist law of value which operates in the Soviet
economy in & reformed form.

* The word law as used in this review will always be used in this
sense. In no case will it be used in reference to legislation or

to some operating principle. This concept of objective law as here
used stems from Marx and his intimate association with the nineteenth
century, when every social "scientist" was looking for immutable

laws of society to match the immutable laws of physics, chemistry,
and biology.

_ 6 -
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Determining the price of commodities on the basis of
the socially necessary expenditure expended in their pro-
duction, the monetary form of wage payments, the imple-
mentation of the planned direction of the enterprises on
the ‘principles of economic acéounting represent those con-
crete forms by which the Soviet State consciously utilizes
the law of value in the interests of .stimilating the growth
of the productivity of lebor and increasing production.

To Stalin, and to the authors of the textbook, such a statement of
the operation of the law of value denied this law an objective
existence independent of the will of man, reduced the law to the
level of . ordinary economic legislation, and incorrectly extended
its scope of operation. Stalin 0pened,his_pamphlet with a denuncia-
tion of the idea that economic laws could be "reformed" and with a
lengthy assertion of their objective character. The denunciation of
"reformism" and the affirmation of the objectivity of economic law
in the textbook deserve to be quoted at length 2/:

_ The economic laws of socialism, like. the economic laws
of any form. of production, arise and,operaté independently
of the will of ‘man, that is, possess an. objective character.
They -cammot be created, molded, reformed, or abolished by
the will of man... R

Denying (otritsaniye) the. objective character of economic
laWS.of-socialism would mean the liquidation of the political
economy,of»socialism.as a science, would deprive the socialist
society of the possibility of foreseeding the course of events
in the economic law of the country and would prevent even the
most elementary economic direction. Such negation is a de-
parture from Marxism-ILeninism to the position of subjective
idealism which would inevitably lead to adventurism in policy,
to arbitrariness in the practice of economic leadership.

The objective character of economic laws under socialism
by no means signifies that they operate as a spontaneous force,
dominating man, that man is helpless before the face of these
economic laws. Such a fetishism of economic laws inevitably
leads to the positions of drift and spontaneity* in socialist

¥ The Russian word stikhiynost' has been rendered as "spontaneity"
but in this context has the connotation of a combination of arbi-
trariness, capriciousness, and unpredictability.

-7 -
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construction. It is the mortal enemy of Marxism-
leninism. Under the conditions of socialism where
social ownership of the means of production is sub-
stituted for'private ownership; the possibilities for
the cognition and the utilization of the social laws
of economic-~development are vastly extended.

~Thus theé ‘objective character of economic laws of
socialism means’that these laws éxist independently of
the will and consciousness of man; they cannot be-
‘abolished -or ‘reformed according to the will of man; to ©
fail to’fulfill the imperatives (trebovaniye) of these
laws inevitably leads to disorder im the economic 1ife
of ‘the ‘country. But the soci&list society may become
cognizant of these laws, master their operation, and

).

utilize them in‘their own ‘interest.

Ré%ffiiﬁiﬂéiSEéiih*s position that the law of Value continues to
i i s inasmﬁchadéiédmmodity~pfdduction~(in the Marxian
ts 1n'the® agriciltural sector, ‘the’textbook goes on
: 1em of “fOrmEnd ¥ontent under- dif férent ‘stages of
historical development.' This problem arises, among ‘ other- reasons,
because of the Marxian assumption of the determinant nature of the
productive’ forcest hie "substructure™ -~ and the’dependent, _ _
hé‘ﬁrbdﬁbtivé=relationshiPS';é”thEa"supenstructu:e.“

ephemeral ‘natire of ‘4
Economic laws"do not’ change significantly in form or content, but what
about such things as money? Is money, for instance, an inseparable part
of the superstructure of bresocialist stages of development and conse-
quently to be abolished alorg with private property and the other pro-
ductive relations of capitalism? Again the textbook is worth quoting

in detail 7/:

Inasmuch as commodity production continues (sokhranyayetsya)
under socialism, the law of value operates in the socialist
economy, and the categories connected with it also exist.
However, only the Torm of the old categories remains; the
content changes fundamentally. The old 'categorie§7'are not
cleanly abolished but change their naturé to approximate the

- hew, preserving only the form; the new ZEétegdrie§7'do not
simply obliterate the old but penetrate into the 0ld, changing
their nature and functions, thus using the old forms for the

-8 -
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growth and consolidation of the new. The new economic
conditions created as a result of the victory of socialism
have changed the character of commodity production and
commodity circulastion and limited the sphere of their
operation. Under socialism commodity production and com-
modity circulation exist without capitalists and serve the
socialist economy. The sphere of action of the law of value
has strictly limited boundaries. Money, trade, and banks’
are utllized (in essence) as instruments of socialist
construction.

In substance this corfesponds to-Stalin's position. The law of value
-continues to exist because market relationships continue to exist in
-the collective farm sector. Money, trade, and banks contimue to exist
because they are “instruments"™ of economic laws and thus masy serve
different economic laws in different stages of development. Since
approximately 90 percent of retail trade including 80 percent of
marketed foodstuffs passes through the state network, at prices fixed
by the state and indirectly influencing the prices of the kolkhoz
~market, the state is able to limit the sphere of influence of the
‘law of value. The law. of value will cease to operate when all vestiges
of the capitalistic market mechanism are obliterated. In the mean-
‘time,. however, the law of value cannot be "reformed," nor can it be

M"atilized™ in the sense that “instruments" such as money and credit

can be consciously utilized; because the law of velue is an objective
law.  Man, acting through institutions, can limit and utilize the law

of velue only by setting other laws in opposition to. it, such as the
law of planned, proportional development of the economy. This. seems
to be the essence of the position taken by Stalin and the textbook as
contradistinet to those, apparently headed by Voznesenskiy but con-
tinuing to write and to express their opinions long after his fall
from grace, who spoke of the "reformed" law of value under socialism,
of "molding" the law of value for certain purposes, and of the

"utilization" of the law of value by the Soviet state in the sense

of manipulation to achieve desired ends.

Having reasserted that economic laws, like laws of nature, have
.Objective existence independent of the will of man, and having asserted
that in. some instances new wine could be put into old bottles, the
textbook proceeds to list and to discuss the economic laws of socialism.
Aside from the continued existence of the law of value, which is a
carryover from the lower (capitalistic) stage of development, the text-
book lists one "basic law" and three "laws" of the economy of socialism.

-9 -
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The basic law of socialism is defined as "insuring the maximum and un-
interrupted satisfaction of the constantly growing material and cultural
demands of the entire society by means of the uninterrupted growth and
modernization of socialist production on the basis of the highest tech-

nology." §/

The three other:.economic laws of socialism are "the planned (pro-
portional) development of the national . economy," 2/ "distribution ac-
cording to wbrk;"i_g/“and "the constant growth of the productivity of
labor." 11/ '

- Of the four "laws," only the first is designated as the "basic
economiec law<of~socialism"i(osnovnoy.ekonomicheskiy zakon), while the
other three are listed!simply as laws (zakon) of the socialist. economy.
The :basic €conomic law:of socialism is a.direct quote of Stalin's
tentative formulation in his Economic Problems. Previously, Soviet
theoreticians had often listed similar:formulations as being “one of
-the basic. economic laws" of socialism.but always as one among several
"basic:lawsi™ ' In the past » Soviet writers have often listed:-the
;"plannedﬁiprdpoﬁtionalbdevelopment'ofﬂthe“economy" as oneof. the.
i?BaSicfecondmic%Iaws;?ifIt'is:not-known¢at'thisvtime'whether-the other
‘laws listed-by. theitextbook have: been previously so designated by
.Soviet economist fhéﬁeiplicit;hierapchy3ﬁhowever,.iSaannew:develop-
‘mént in acéordance withiStalin's formilation.- A

Loav.

“To the-outside observer the entire “"discussion of the objective
nature of economic laws may appear to be merely a rationalization of
policy. To those who'do not share the:Marxian premises-and  values
-of "the Soviet leadership, this discussion appears to be primarily an
attempt to justify the harsh reality of ‘a continued low lévellof con-
sumption and ‘state controls with the abstract necessity of objective
economic law which man must obey. As Ienin put it, "Man is free only
when he consciously acts in accordance with necessity."™ This position
follows from the fact that Marxism claims to be a science which dis-
covers and treats laws of society which are as immutable to the will
of man as are the laws of the physical sciences. Consequently, if the
Boviet Marxist admits that economic laws are not objective, and then
carries this premise to its logical conclusion, his whole ideological
edifice is likely to come tumbling down. If the law of value were
permitted to lose its “"objective nature" under socialism, the way
would be opened for denying the existence of any objective laws under
socialism, which in turn probably would lead to a very basic revision
of the theory of Marxism-Leninism-Stalinism. Stalin's role in the

- 10 -
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discussion that evoked his pamphlet on economic problems, as well ‘as
the role of the textbook, is to restore and preserve rigid orthodoxy
in the philosophy as a whole and to apply this orthodoxy to the
present and future.

Aside from the motivations that produced them, each of the four
economic laws of socialism deserves detailed coment, with reference
to content, significance, and mechanism of implementation.

IIT. Content of the Economic Iaws of Socislism.

The primacy of the basic economic law over the other laws is de-
rived from the interpretation that it alone contains both the goals
of ‘economic activity under socialism and the means of arriving at the °
goals. The basic economic law of socialism, therefore, gives meaning
to the other laws. The law of proportionsl development does not
answer the question: development for what? As stated by Stalin and
the textbook, the "basic lay™ defines the goal of economic activity
as the "satisfaction of the constantly growing material and cultural
‘demands’ of the entire society."® According to the official inter-
pretation, the€ basic law means the systematic and uninterrupted growth
of consumption by means of priority production of producer goods, heavy
industry in general, and machine construction in particular. This
‘proposition is not exactly new, but it is good, orthodox Marxism-
Teninism-Stalinism. Tt reiterates past doctrine and practice that
if a high rate of investment is maintained long enough, Communism
will arrive some day.

Immediately following this treatment of the basic economic law
of socialism is a section on the growth of real wages in the USSR.
The statistics are chosen carefully to show a substantial increase,

a much greater increase than has actually occurred, since comparison
of total consumer goods available to the population indicates that
even the 1940 standard of income was not regained until approximately
1950.

The next section deals with the function of the Soviet state in
the Soviet socialist economy. The all-encompassing economic functions
and system of controls of the Soviet state -are set forth in considerable
detail. After this somewhat verbose treatment of the role of the state,
the primacy of the Party is stated more succinctly }g/:

- 11 -




The guiding and organizing force of the Soviet State
is the Communist Party, which.directs the activities of
all State Qrgans and the soclal organization of the
tollers. The Party glves the directions for the camposi-.
tion of the mnational economic plan and works out the most

. .important, measures of a national:economic order:having
great 31gnifica.nce for. the enbire country. :The. Party,
strengthening its ties with the t01lers sy mobilizes the:
workers, peasants, and intelligentsia for the fulfili-
ment of national economic:tasks, educates the masses,
raises their communist conscicusness. The policy of the

. Communist-Party and the Socialist Btate, directed toward
the satipfa.c’cion of the new demands .of the economic .de—- -
f_‘ the society, play .the greatest progressive

The primacy pf .the Pa.rty is time-ha.]_lowed practlce 5 but t',his e:xplicit

statement of, he Party s. role is very much - in-line w:l:bh the post- ...

_.Sta.lln empha 8 on Party lead.er s:control,-and. initiatlve. I I VR
;be. reme that';the. ;Ejlfth Five.Year Plan has.not.yet. .

;__-been promu.]gated, since. in & technical Ssense. the. Pla.n is.a body of

’ lata.on to.be pa sed .‘by the Supreme Soviet The cur-

B ST ST

A. i.aw of -Planned (Proportional) Development.

In essence this law seems to mean that each sector -- agrle
culture, 1ndustry, and transport -- will grow at a rate sufficient
to permit the planned rate of growth of the other sectors and within
a sector each subsector: for example, steel industry will grow at a
‘rate suffic1ent to insure the planned rate of growth of all. other .
industries consuming its product and of the sector as a whole. The
most interesting parts of the discussion of this law in the textbook
- are the discussion of the mechanism for implementing the law and the
admission that the law has been violated recently by lagging, dis-
proportionate growth in the agricultural sector.

The basic mechanism for implementing the law of planned pro-

portional development is the system of material and monetary balances.
The development of the material balances is one of the most interesting

- 12 -
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developments of the postwar period. Their designation (together with
the balances of monetary flows) as the mechanism for implementing the
law of proportional development marks the culmination of a process
which began in 1936 and picked up momentum in the postwar period,
particularly after the formation of the State Committee of Material-
Technical Supply (Gossnab) in 1948. Roughly snalogous to & system of

. double-entry bookkeeping in which all supplies (production and inven-
tories) of raw materials, semifinished goods, and capital equipment

are entered on one side, and all demands (requirements for production
according to the plan) are entered on the other side, the material-
technical balances are constructed for the 1,500 to 1,600 "funded
commodities™ which are centrally allocated by the Council of Ministers.
On the basis of these balances the planning authorities construct a
plan for. the distribution of the funded commodities to the various
producing units. The textbook confirms previous treatment of the
material balances in Soviet journals in that they are constructed in
physical, not in value, quantities. 1In the earlier period the balances
were constructed for fewer commodities and apparently were used only to
insure internal consistency over a period of several years. Beginning
in 1947, however, and particularly since the formation of Gosspab¥* in
1948 the material-technical balances have become the operational mecha-
nism for resource allocations by the central authorities. A system of
monetary balances is used to attempt to check the economy of these
allocations and to achieve the current proportions between monetary
flows. Resource allocation by central authorities through a distribution
plan based upon the material-technical balances is one of the means for
limiting the operation of the law .of value in that producer goods and
raw materials are allocated according to the national plan. Allocations
are not determined by the profitability of the particular industry,

and goods are transferred at prices reflecting cost of. production to
the producer plus a stable rate of profit fixed by the state. The

bulk of the profit is then taxed back by the state for investment

and defense. :

It also should be noted that the textbook stresses the impor-
tance of the so-called "average progressive norms" which are input-
output ratios for raw materials and semifinished goods, for labor,
and for the productivity of capital equipment, fixed by the central

“authorities on the basis of the most efficient producers. Alloca-
tions are then determined by these norms rather than by the old
system of "average experiences norms" for each producer or ministry.

* Merged with the State Planning Commission (Gosudarstvennaya
Planovaya Kommissiya -- Gosplan) in the 1953 reorganization.
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The development of the new “average progfessive-norms" also is pri-
marily a postwar development.

A It may be concluded ,. therefore, that the lew of planned (pro-
portionsl) development provided the conceptual framework for allocat-.
ing resources in accordance with the objectives of- the..state plan,

‘Which presumably is derived from the basic economic. law of soclalism.
- Both:Stalin and the textbook make it clear that this law replaces the
- law-of value in the allocation.of capital equipment, fuel, power, and

semifinished goods, which do not. enter into individual consumption.
According to Stalin, ‘in the distribution of the existing stock of

- consumer: goods, "the:law: of  value preserves for itself, to-be sure,

the role of regulatoriwithin certain known: Limitsy ™ but it has only

. & negligible "regulating: significance™ for production of :consumer:

V.

£oods by the. state sector. Since the operation of the law. .of . value
ds 1imited:to commodity: production; which by definition. excludes

‘detivity connected with:the production. of. producer: goods, the area’

‘of “the*operation of “the:law of value is strictly limited.: ___/* The
tex‘cbook takes the same position. The operation of the:law:of:value
is1imited to. those- areas in® ‘which  commodity productlon.exists, which

'.mea,r;_xs_that "the sphere:of operation. of the law of value has vstr,iet]_.y
Iimited boundaries." Beyond these boundaries, in the production and
distribution of producer goods (which .are not considered 4o be:com-

mnditles) the law of planned proportlonal development operates.

: There is one. :Important qualiflcatlon that:is in: order here -
namely 5y in regard to the influence ‘of the' rate:-of return: to capita.l
in making investment decisions. ' Thé&: rate’of return to cgpital*is not
the sole determinant of the decision to invest in light or .heavy
industry or the decision to invest in the petroleum industry rather
than in thé engineering industries. Certain basic investment de-
cisions are made largely independent of yield of the investment in-
put, whereas other decisions are almost wholly dependent on yield.
However, given a decision to invest in the coal industry, for example,
the rate of return between different mines, or different cambinations
of inputs, influences the decision between the available alternatives.

* The Soviet theorists define the law of value in terms of Marx's
archaic 19th century formulation, which was inadequate at the time
and which is inapplicable to contemporary capitalistic economies.
To the extent that the Russians take real costs into account, their
actions in the long run probably are more in accord with the law of
value as the term is used in market economies today than they would
consciously admit.
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So far the Soviet planners have not been able to settle upon an accep-
table methodology, and there is no standard rate of “capital effective-
ness" prescribed by the central planning authorities for use in such
decisions. The current status of this problem in Soviet economic
theory and practice is believed to be summed up in the following quo-
tation from the recent report on extended discussions of capital ef-
fectiveness which have taken place during the past year l&/:

Thus as a result of the discussions it was estab-
lished that under socialism the law of value and the
profitability of the various enterprises cannot be con-

- sidered as the criterion of the economic effectiveness

- of capital investment. The economic effectiveness of
capital investment consists in the correspondence of
the investment to the demands of the basic law of socialism
and of the law of planned proportional development of the
national economy. It is expressed in receiving, as far
as 1s possible, a larger national income with a lesser
expenditure per unit of production, and in correspondence
to the structure of socialist production, which will
assure the maximum satisfaction of national needs, the
further uninterrupted growth of production on the basis
of the highest technology and the strengthening of the
defense capabilities of the country. In. project. planning
the profitability of the. enterprises must be. considered
within the framework of this higher form. of profitability.

O As & result ‘of the discussion it wasibrought out
- that in many instances the minimum :direct cost and the
least capital cost of production cannot be considered
the deciding factor in the economic effectiveness of
project planning decisions. If reduction in direct
cost is connected with additional capital investment,
it is expedient to make a comparison between the variants.
This comparison ought to be considered as one of the fac-
tors in meking project planning decisions.

Given the scale of output, which is determined by the central
authorities in accordance with the hierarchy of priorities, transfer
price changes occur primarily as a result of changes in the cost of
production and have no necessary, automatic relationship to. changes
in demand. Price may-be adjusted to add a supplementary control to
the use pattern determined by the planning priorities or to insure
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‘that price does not offer an inducement to deviate from the direct
‘allocations, but price is not the sole determinant of the schedule
of" prlorltles .

" Soviet. writers are quite explic1t in' their dlscussion of the
functlon of price and*its relation to'the ﬁﬁof value, as’ s indi-;
‘cated from the following’ quotation from:oné* of the more prolific
‘writers on.the subject, L. Mayzenberg ;2/

" The regulating
" but be considerf x
relatlonshlps be

:he aw.of value cannot

“the varlous enterprlses, consumer
1 ' (the collective

’“cluding for gn,trade, ‘consists in its role 's'an 1n-'

‘strument for’ economic calculation, for accountlng, “for
determlnlng the proflt and loss position of the enter-
prise, for verification and. control (of the actlvitles)
of the enterprlse.

For consumer goods, price has & direct distributive function; for
producer goods, price.is confined to a costing function -- that is,
to. an internal control function employed to minimize the inputs of
goods and services for any specified output.

- % “The word 'commodities in this context is used in a Soviet Marxian
sense. It refers dnly to consumer goods, since the law of value does
- not "regulate" the production and distribution of producer goods.
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B. Law of the Constant Growth of the Productivity of AI‘.ab.or.

Most of this section is devoted to reiterating the Marxian
pr1nc1ples that constantly increasing labor productivity is necessa.ry
for constant growth and that "past" labor -- that .is, machinery,
structure, and so on -- is to. be. contlnua.]_'ly substituted for "living"
labor but alwsys in an attempt to decrease total: labor inputs per
unit of output. - For the period 1940-53, increased -labor productivity
is said .to have a.ccounted for T0 percent of the. growth of industrial .
output .. In addition , there are two aspects of Isbor productivity
which are discussed elsewhere in.the textbook but ‘Which are. releva.nt
to the problem of labor productivity., e

: : First y the textbook glite fra.nkly repeats vma.t other Soviet
writers have. saild many times: x{ages in the USSR increase along . with
labor productivity but always at :a much. slower rate. - The Russians
themselves consider this lag thé most important single source of
investment funds. Maintenance of B very high rate of saving (invest-
ment and defense account for 35 to 37 percent.of gross national.
product) means that consumption lags far behind “the growth of labor
productivity.. Second, the introduction of "autcmation" (automatic
machinery and. factorles) is expected to play an increasingly im-

: vporta.nt part-in future growth of labor productivity .and.in. abolish-
e 1ng the. differences between menta.l and physical. la.borrt---va" process

As -an, example of a.utomation the textbook cites the two automa.tic
* factories put, :Lnto production in. 1951—52 for producing truck engine
pistons.. - These plants_are rema.rka.ble for their. degree of mecha.nlza—
tion; their designers have gone to great 1engths to-design expensive
and complicated machinery where a few semiskllled workers would be
sufficient. Consequently, only 4 or 5 engineers and maintenance men
were required to operate each plant.

The degree of mechanization found in these plants reflects
an earlier discussion of machine-tool designing which took place in
July 1950. The occasion was the publication of a book on automation
by an outstanding Soviet authority on automatic-tool and tool-line
design, Professor G.A. Shaumyan. A conference of the top tool de-
signers in the USSR severely criticized Shaumyan for stating that
automatic tools should be designed with the highest possible rate
of output technologically possible and that one of the objectives,
and. advantages, of automation was the substitution of semiskilled
for highly skilled workers. The conference went on to assert that

- 17 -

CONEIPRTITAL




automatic machinery. in the USSR must be designed to minimize labor
inputs in the productive process and to substitute highly skilled
workers and. engineers for less skilled individuals. Thisg phi_losopby
. apparently was followed ‘to- the hilt in designlng the plS‘bOIl plants
entioned- above-_and esults, of -course, in lavish use of capltal
equipment, which ig écarce resource, whether" Boviet theory -admits -
it or not. ‘Recently-sn-arficle in’ the- journal of the ‘machinetool:
industry suggested scmewhat of ‘& eompromise. ;Q ‘The author pro-
posed that more: attention be .devoted to making “standard tools- semi-— :
autamatic and to \1si.ng ‘automatic transfeér: equipnent with standard”
tool models, rather thar designing and Bii: d:_I:ng expensive and hithy
specialized tools which can produce: onfly" ne itemi  To be'sure, - -
automation is still in its. infancy in the-USSR.as in the West. “The
releva.nt point 1g-thg p‘lemém:ation bf 'the* p(il.i(ﬂes for J_ntrod.ucing

Wholesale price* (net operatlng income ‘in U 'termz_nolegy-). S3cs :
¥surplus product®™ and was declared to be différéntifroi: Ma.rxf "‘surplus
valuée because of -social: ownershlp of the means of production.  The
striking similarity between . “surplus product®™ and. Y'surplus value'
seems to: have bothered Soviet theoreticians, and the former term is
belng ‘discarded. In the textbook this’ formilation is repleaced w1th

* the category of "net income™ (chistyy dokhod ) to describe the dif-
ference between sebestoimost' and the wholesale price , the difference
being identical with the "profits" of the enterprise. Thus the ag-
gregate of profits, most of which accrue to the state through the
profits tax, become part of the '‘net income" of the society as a
whole. The other major part of net income (for the society as a
whole) is the turnover tax, which was formerly described as part of
the "surplus product®. formed in agriculture plus the “surplus product,"
over and above profits of the enterprises, in the light and food
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comesprficns,

industries. 1Indeed, the authors of the textbook are dissatisfied with
the term "turnover tax." It is not really a tax (they say), because
it does not enter into the calculation of the wage fund and of kolkhoz
income. Likewise the authors of the textbook do not like the word
“profit" (pribyl') and apparently would prefer "profitability"
(rentabel'nost’), which has a more limited connotation comnected

with the Soviet concept of economic accountability: the income of
the_enterprise.should_equal its costs of production including profit.
In his: Economic Problems, Stalin indicated that such terms as "sur-
plus product® were outmoded. and should be replaced.

Much- of the treatment of these problems in the textbook was
foreshadowed in an article by A. Bachurin,-%l/uwho suggested that -
profits and turnover tax be called something like ¥net income.™
Bachurin went on to say that the large volume of  the turnover tax
‘(approximately 250 billion rubles per year) was in part a result
of .the low prices for producer goods furnished to light and foodc
industries. Bachurin’suggested .that the prices of producer goods
be increased in order to transfer part of the turnover revenue to -
the net income (profits) of the producer goods industries. Having
made this proposal, he immediately went on to say that it would
complicate certain administrative-accounting problems and, more
-seriously, would contradict: the .policy of continually reducing prices
of producer goods. as direct: costs were lowered. . There the argument
was left hanging. The textbook notes that part of the large.volume
of the turnover tax originates from the low prices of producer
-goods .‘but goes no further. Indeed the textbook reaffirms the policy
of reducing prices of producer goods in accordance with the reduc-
tions dn direct costs (sebestoimost').

It is believed that the above discussion covers most of the
highlights in the textbook concerning general theory, accounting
practice, and general policies for the internal economy as a whole
and for industry. The problem of agriculture in the Soviet economy
requires separate treatment.

IV. Political Economy of Soviet Agriculture..

There are four aspects of the treatment of the agricultural sector
in the textbook which seem most deserving of comment: (1) the treatment
of differential rent; (2) the transfer of the Machine Tractor Stations
(MIS's) to a khozraschet (economic accountability) basis; (3) the
insistence on the observance of the fixed norms for deliveries to the
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state; and {(4) the problem 'df transition to Communism in the agri-
cultural -sector. . S . S .

~~Treatment- of the problem of differential: rent. in agriculture is
. relatively rare in Soviet seconomic’ literature; only four articles
on,tHEaSubject«arevkndwnHtOﬂthe.writeru(for;thé<postwarrperiod). In
generaly these articles are rather vague;: Suggesting that the authors
‘Were ‘aware that.they were on ideologically’treacherous ground, but .-
they all agreed that differential.rent -existed and ;that some part of .
1t accrued to the state.: Furthermore, they: more or less agreed that
- the existence of differential rent was bound up with the nature of
;c_ollectiyé-.faxmz;prc{}peri;y; (as contrasted with:the state farm system) --
‘that:is, .that'its origin was in.the productive relationships:rather
" than. fn:theproducétive. forces: = - oo siiiee s o .
Aﬁcérdingftoqthe:texﬁﬁookgthereﬁare;twompaiegories of differential

rent ;i he?éollectiveffarmﬁSthor;;iDifferehtﬁalﬁrent of the first :
-category: 1s:definedasidthe: supplementary:ngtizincome™ arising from
differencesin quali: land .and . fromslocation to -markets, given
thersamg' level ‘of rmechanization iandthei -same ‘crop:pattern. . Differen-
‘tial rent:of ‘the:secondrcategorysis - he :"supplementary .

' el n inintensity" of ‘cultivation
ndzlabor.:- :According. o the
Heoddlective -farms: is - -
~retainedysa. statemént whichshould be ; taks h'ia darge :grain-of - -
-salt for:the:Stalinist’ era at leastsi® ‘The'stextbook :does .admits, - how~
everyithat arspartiof. the differential rent .accrues to the:state through
paymen-s.inlkindwtoﬁtheaMTSPs,.bbligatoryldeliveriesjiand'the'tax
on.collective farm income. .No mention.is-made of differential rent
on the state farmsj presumably the -authors of the textbook do not
admit its:existence onhthévstaterfarms, because of the camplétely” -
socialist- productive relations which obtain there. Differential
rent"is.not.accorded,an:allocationaltfunction;‘ o

Heretofore the oberating expenses of the MIS's -- the cost of
fuel and lubricants, spare parts, wages, and administrative ex-
penses -- have been financed by direct budget grants. Payments in
kind for MIS services apparently were accounted for through the pro-
curement channels. It is of great interest to note, therefore, the
statement in the textbook indicating that in the near future the
MIS's will be put on a cost accounting basis -- their income will be
expected to equal their expenses, with a flat percentage profit, as

- 20 -

COBHEENTIAL




CONF 3 .

1s the case in state farms and in industry. This developmment should
be placed in the context of another aspect of the new program --
namely, making the tractor drivers permanent employees of the MIS's
instead of collective farm members who were part-time tractor drivers.
Indeed, we might adopt one of Lenin's slogans and call the present
program "one step forward, two steps back." The backward steps are
the concessions granted to the peasantry as a part of the new program,
essentially short-run tactics to attempt to increase production as
quickly as possible.  More significant for the long . run is the exten-
sion of factory, urban relationships to the countryside in the form of
MIS's to be placed on a cost accounting basis and with permanent,
wage labor. This will set the stage for a future consolidation of
the collective: farms, perhaps turning them .into -state farms, and the
constriction and/or abolition of the private plot.

The textbook devotes a fair amount of space to asserting that
hereafter the obligatory delivery norms will not increase when the
production of the colléctive farm increases. Theoretically the norms
for obligatory dellvery were previously: set at a flat rate per unit
of Jand within a given region with relatively uniform soil and cli-
mate. During the postwar period, however, it apparently had became
common practice. for procurement and Party organs to raise the norms
well above the established reglonal rate for the more productive
collective farms:: It is possible. that: Stalin himself was personally
responsible . for the continuation and spread of this practice, since
1t apparently was so common that the central authorities must have
* been aware of it: Fram the tone of the textbook it would seem that
the authors expect that the enforcement of the established rates for
all collective farms will increase incentives.

In the treatment of the transition of the agricultural sector
from socialism to Communism there is no mention of Stalin's "product
exchange.” On the other hand, it is possible that the authors do not
expect commodity production and exchange to disappear until the end
of the transitional period.

The following formula is given 18/:

As long as two basic productive sectors remain --
the state and collective farm -- commodity production
and commodity exchange, which the state utilizes for
the construction of Communism, inevitabiy ccontinues.
Commodity production and the categories connccted with




it will disappear only on the basis of a single Com-
munist Eystem o§7 property [ elatlonf,]

In substance’ this igl identlca.l with- Sta.lin 's p051tion. Stalin's
tlmJ_ng 5 however, may- “have- been different; he unay have wa.nted to see
the process begin befére:he died -

In general the textbook conta.ms B &"e’féi‘fir’matlon of i:’imeé

~in a.griculture a.nd the
, *country, Here i‘b is

| ctiy _ 1ven “in the chapter’
‘soclalism to: B‘ozmmmlsm”__L}j -‘.' SR

'libasis of unif
-tductlog7 .

In the stage of soc1alism the ex1st1ng dlfferences
between town and village, between workers and collective
farm pepsants are that industry is composed of state [ -
'-'nati(bna.lf ownership, while agriculture is .composed of group,
collective farm ownership. Electrification, mechanization,
automation, and chemicalization exist to a significantly
greater degree in industry. Despite the extension of the
cultural revolution in the villages the rural. population
still has not reached the level of the urban population.

¥ The Russian word sobstvennost', which is translated as "ownership"
throughput these passages, means "property," strictly speaking.
"Ownership" is used here because it is more likely to impress the
reader that it is the relationships of things and not the thlngs
which are 1mportant in this context.
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The elimination of the existing differences between
town and villege is proceeding in the process of construct-
ing Communism. Socialist industry is the decisive force
in obliterating the existing differences between town
and village, between industry -and egriculture. Only the

. most. advanced development of heayy industry by all @vall—
a.blg] means will provide the possibility for carrying out
the full mechanization of all branches of'agriculture,'

Socialist indust:cy pla.ys its reforming role in relation
to agrlcultm'e primarily through the Machine Tractor Stations,
which play the leading role in the development of collective
farm production.  As the most important industrial centers of
soclalist agriculture, and &s initiators of advanced culture
of cultivation, the Machine Tractor Btations are constantly
widening and completing their service to. all branches of
agriculture by prov1ding the latest technology and permanent
cadres of engineerqtechnicians, agronomists, and zootechno-
logists. .Through the Machine Tractor Stations the socialist
state carries out 1tsrguiding role in the development of the
_collective farms along the road of the gradual transition
from socialism to Commmnism. The significance of the state
farms as models of a Jarger and more highly mechanized agri-
culture is becoming greater. Thus the rble of all-national
ownership in the most. complete development of socialist agri-
culture grows more. and more.

After a paragraph devoted to the 1mportance of increased electrifica~
tion, the textbook proceeds:

The agricultural artel' is the basic form of the
collective farm during the course of the gradual transi-
tion from socialism to Communism. The agricultural
artel', combining a socialized economy* /productive
force;f as the chief strength of the collective farms
with the private economy Zﬁfoductlve force§7 of the
individual collective farm members, satisfies in the
highest degree the interests of the state, the col-
lective farms, and the collective farm members. The

¥ “Phrases. in.brackets have been inserted by the writer. The Russian
word is khozyaystvo, which unless qualified (as it usually is here by
an adjective) includes what the Marxists call "productive forces" as
well as what they call "productive relations.
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( hdmy of the collective farms
of ther sta.te y the demand.s of

er mea.ns of~ produc-« -

[N

ers on agx'lculture devote con51derab1e spa.ce to current

. *7-_v-'prb Em a.nd pollcles. -In dealing with other topics the treatment

o’ be more genera.l. ‘Mpreover, the textbook frankly" admits-that-
thf; grcwth in output of the agricultural sector has lagged so badly
that the law of the "planned. [ﬁroportlonal] development of the -econ-
omy" has been violated. Tt is-the opinion of the writer that, in
effect, -‘the authors of thée textbook are admitting that -the lag in
the agrlcultura.l sector is 1nh1b1t1ng the growth of the economy ‘as

a whole. :

There are several measures of this lag which can be briefly noted.
Thus official Soviet indexes of value of output for agricultural pro-
duction show an increase of 1k percent in/1950 compared with 19ko,
while 1952 was only 10 percent above 1940. Similarly, Soviet sta-
tistics indicate that the marketed share of grain -- that is, that
part of the grain harvest available for urban consumption -- currently
does not exceed the 1940 level by more than 10 percent. Considerable
increases have taken place only in fibers and sugar, and even these
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have shown almost negligible rates of increase since 1950. While the
marketed share of meat énd.dairy products may have barely kept pace
with the growth in urban population in the postwar period, the decline
in the livestock herds clearly would not permit this to contime for
long, particularly with & steady growth in the population.

. The texthogk <learly considers the . "net income™ of the society --
that is, that part availsble for investmént, defemse, #nd other non~
consumptien expenditures. ~- to consist primarily of the turnover tax
-and industrial profits.: Gross receipts fram the turnover tax have
-remained relatively constant at spproximately 250 billion. rubles per’
year: since 1046, while profits have risen sharply from sbout 20 bil-
1ion rubles & year in 1946 to sbout 115 billion rubles in 1953. The
- bulk of - the turnover tax is derived from cohsumer goods which .are
agricultyral in origin.” Agriculture's share in the formation of the
turnover tax, however, probebly has declined since 1950. because the
amarketed shave of sgricultural products and.the prices pald for them
haye remained sbout the. same- in the face of substential price reduc-
tlon, Furthermore, the agpregate state outlsys for agricultural -

ey, end gperating costs have been rising in the postwar period
r & slight. decline in 1951 and 1952). It seems clear, there-
he Tnet income™ of the society from the agricultural
oed. stable. or eyen declined in the:period fram 1950 ~
The' Tnet income™: of . industry .eud transport, on the
ntimied to expand fairly rapidiy (that is; profits
en sharply). . Meanwhile. the economy. as, a. whole: hag grown

- rapidly. Tt would seem that under these conditions the lag in agri-
cultural putput presents a serious long-rdnge growth problem and is
indeed a yviolation of the law of planned, proportional development.

V. Iransition fram Socialism to Comminism.

 "Thére_is one general_charactefistic of the chapter on the tran-

sition from socialism to Communism which may be somewhat different
from the Stalinist era -- namely, there is little emphasis on the
present tense. For some years before Stalin's death, Soviet writers
generally referred to the present as being already in the transition
period. To the writers who spoke of transition previously, Stalin's
1946 election speech was the staple diet. In that speech, Stalin
defined the "material basis™ for the transition as 60 million tons

of oil, 500 million tons of coal, 60 million tons of steel, and 50
million tons of pig iron. The textbook does not refer to this speech,
confining itself to a few general statements to the effect that the
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USSR ‘has the necessa.ry resource base EVen‘cua.lly to make the transition.
ccamona.]_'ly the presen’c transition"‘ is noted in passing..

k& It 1s possible that Sta.lln" statement Y'we are now in the tra.n-
. sommniism’® presents thée’ désire of the aging dictator to
1ive ,long enough to see a bit. of Conmunj.sm. Thus, if- Bbtalin had

57°yea ' "’might"' IL'L have achieved. the rates of

20/ WAIL spoas
: Conéé(mently,

: ‘d atOmlc power as. the basis for eventuall] achieving
the tra.ns:.tlon from socialism to Communism. These are the thlngs
which are to mdke possible the "abundance™ of goods and services, the
elimination of the differences between mental and physica.l labor, and
between town and vlllage. It probably ¢an be safely predlcted that
the industries 1nvolved , particularly the. electronics industry, will
recelve 1ncreased attention in’ the future.
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