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CIA/RR IM-L22 §-E=C-R-E~T
(ORR Project 1L4.838)

SOVIET PLAN ¥FULFILLMENT*
MID-YEAR 1955

Svmmary and Conclusions

Soviet economic progress should be assegsed, for intelligence
purposges, from two divergent points of view: +that of the Soviet
leaders and that of the great mass of Soviet citizens. If the pro-
gress of the Soviet economy at mid-1955 is assessed from the point of
view of the Soviet leaders, 1t must be concluded that they had better
reason than the Soviet citizen to be pleased with the improved per-

formance of the Soviet economy since the end of 195k,

Gross industrial production already had exceeded (in May 1955)
the original Fifth Five Year Flan (1951-55) goalis and was running
well ahead of the very conservative increase planned for 1955. The
volume of investment increased substantially and assured a slight
overfulfillment of the plan. -Both these developments suggest that
changes in industrial organlzation and planning over the past 2 years
were successful. Production of coal, petroleum, steel, and electrical
energy is rapidly approaching the levels which Stalin designated in
his 1946 election speech as the materlal basis for Communism and
should reach most of these goals in 10 to 13 years instead of the 15
to 20 years which Stalin thought would be required.

A number of immediate problems, however, still persist. Maay of
the top-priority industries will slightly exceed the 5-year targets
but only by straining capacity to the utmost without the slack that
has usually been available for above-plan production at the end of a
plan period. Conslderable excess purchasing power remains in the hands
of consumers, and the whole wage structure must be overhauled. Agri-
cultural production is still lagging and has necessitated the diversion
of labor from industry to agriculture. The investment plan for the

* The estimates and conclusions contained in this memorandum repre-
sent the best Jjudgment of ORR as of 1 November 1955.
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1951=55 oeriod will be achieved, but because of ineficient construction,
the cost of the program will be considerably higher <han anticipated.
Although there has been considerable improvement in construction lebor
productlvity thus far in 1955, the high cost of construction remains

one of tnie most serious chronic problems in the Soviet economy.
reductions in industry were slightly behind the plan on the whole.

volume of rall transport increased in t

original 1955 goals already had been exceeded in 195k.

fillment resulted from ionger-than-plan
timber, and other basic materials rathe

Cost
The
he first half of 1955, but the
This nverful-
ned length of haul for fuel,

r than from the early completion

of over-all production plans. -The economy as a whole reflected not

only the stresses and strains incurred
logistical support of the Korean War (1

by the "great projects" and by
okg-52) but alsc the diffi-

culties encountered in launching and implementing the post-Stalin con-

sumer goods programe.

The rincipal long-range problem fg
‘the eve of the Sixth Five Year Plan (19
production. In addition, the leadershi
slow rates of growth of labor productiv
state investments. These problems are
the matwration of the Soviet economy, 1
more dependdnt upon success in the othse
Expansion of agricultural production i
quality Joodstuffs for industrial worke
provide an important contribution to i
the tranasfer of labor from the agricult
‘Current policies designed to increase g
both the carrot and the stick -- oa the
and concessions to the peasantry aad mo
planning, and, on the other, increased
stations, increased obligations for del
agsignment of 30,000 Party techniclans
farm chalrmen. Agricultural production
responsive in the short run to changes
administrative reorganization.
the traditional peasant resentment agai
of human resources in the villages bequ
own ldeology which forbids any retreat

cing the Soviet leadership on
56-60) is a lagging agricultural
p faces serious problems in the
1ty and of saving ‘o support
closely interdependent, and with
he solution to each problem is

r two then in the 1928-50 period.
essential to provide more

r incentives, to continue to
vestment; and eventually to resume
ural to the industrial sector.
gricultural production combine
one hand, increased incentives
re local authority in production
suthority of the machine tractor
iveries to the state; and the

of urban origin as collective

» however, is not particularly
in investment priorities and

Here the Soviet leaders are faced with

nst the regime, the depletion
cathed to them by Stalin, their
from the collective farm system,

(=
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and the innate characteristics of agricultursl production, where the
human and physical environment is much less subJject to control and
manipulation than in the factories. Although some improvement in ag-
ricultural production can be anticipated during the period l956—60,,it
very probably will be less than planned and less than required to
achieve the other objectives of the leaders.

For the first time since 1928 the Soviet leadership must rely pri-
marily on increased productivity per worker in order to obtaln most
of the planned increases in industrial production during the period
1956-60, because an expansion of the labor force will provide only
about 25 percent of the increase in production instead of about 50
percent as in the past. The leadership realizes that if lagging out-
put per worker endangers the production goals during the next 3 to
5 years, agrlculture no longer can provide a pool of surplus labor
from which the industrial labor force can be increased in compensation.
Four 1lmportant measures are being taken to lncrease output per worker:
excess purchasing power is being reduced so that the incentive effects
of consumer goods are not negated by the Soviet variety of inflation,
the supply of quality foodstuffs and clothing is being increased, .the
system of worker output-quotas ("norms") is being revised upward, and
a rapid expansion in the quantity and quality of capital equipment
available to each worker is planned.

In order to finance the flow of capital equipment required to
continue the rapid expansion of industrial production, it 1s necessary
to reverse the recent trend of savings mobilized by the state. The
growth of state savings will be facilitated if the reduction in the
_growth of purchasing power and the reform of the wage system insure
that in the future (unlike the period 1952-54) the state receives more
from the workers each year in the form of increased productivity than
it in turn pays to the workerd in the form of increased wages. Mil-
itary requirements will continue t¢ be a serious draln on resources
which otherwise would be available for ilnvestment, and the current
Soviet peace campaign probably is in part a direct consequence of
the leadership's desire to keep the increase in defense expendltures
to a minimm during the period 1956-60. Higher profits mede possible
by cost reductions throughout the industrial sector will continue to
be an lmportant source of savings, but it is unlikely that the pro-
portlon of increased profits derived from this source could be mich
higher in the future than in the past.

-3 =
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Whereas maintaining high rates of inve
in the future, the Soviet leadership antid
ments in technology will provide some impn

stment may be more difficult
ipates that recent develop-
ovement in output per unit

of new investment during the next 5 yzars ias compared with the period

1950-55, when capital expenditures reguire
output were increasing in a number Of key
probably will prove overoptimistic, howeve
output per unit of new investment sppeers
capital to labor increases. At the same 1%
obJjectives, which neglect the efficieacy g
tp machinery and highly skilled lsbor in g

d for an additionmal unit of
industries. This expectation
r, inasmuch as declining

to be normal as the ratio of
ime, current ideological. .

f unskilled lebor relative
ome productlorn processes, are

%o & certain extent incompetible with the need to get more production:

from a given amount of investment.

If the performance of the Soviet esconomy is now assessed from the

point of view of the Soviet masses, it can

be concluded that the mater-

ial well-being of the Soviet citizen continued to Improve during 1955

but that expectations for the future were

subJect to more conflicting

currents then at the end of 1954.‘,This'will undoubtedly be the best
year for the Soviet consumer since the onset of forced industrializa-

tion and collectivization in 1928, but the

more immediate personal

needs of the ordinary citizen were far from satisfied. Although pro-

duction of ranufectured consumer goods con
first half of 1955, only a very small numb

tinued to increase in the
er of Sovlet households

could afford. to buy many of the luxury consumer goods, such as auto-
moblles or television sets. .Increased production of textiles, pots-
and pans, footwear, and furniture benefited the broad masses of the

population, but these items remained relat

ively expenslve and low in

quality. Meny consumers had the desire and the rubles to purchase
larger quantities of less expensive goods which are in short supply,
particularly quality foodstuffs (meat and dairy products and vege-
tables) and housing. But queues were still chronic and long. Con-
sequently, &lthough the increase in the state loan and the failure to
reduce retail prices* have prevented the usuel increase in the size

and purchasing power of the take-home pay of the Soviet citizen, his
morale probebly has been little affected, because the ccnsumers still
have more ribles available than can be spent on the things most desired.

¥ Price recuctions on a few luxury iwems and aluminum cookware were

announced ir. July, but thls reduction was
annual price reductions of the previous 7T

-4 -
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Any hopes that the Soviet economy would shift its orientation from
investment to consumption 1ln the immediate future has been exploded
" during the past 6 months. However, the new agricultural program, the
continued substantial increase in comsumer goods products, and the
emphasis on better housing . leave no -doubt in the mind of the Soviet
cltizen that the present leadership accords consumption much higher
priority than did Stalin. Social discipline was tightened a little
in the beginning of 1955, but this was directed at improving effi-
clency in production and lacked the punitive characteristics of the
Stalin era. On the whole, the bonds remaln loosened, . and there are
some signs of further relaxastion in some areas.

- .The expectations of the Soviet citizen for the next 5 years are
also Tavorably affected by the stress on technolegical progress and on
the elimination of the distinctlon between mental and physical labor,
which means that more and more Soviet citizens will be engineers, tech-
nicians, and highly skilled workers, thereby escaplng the 1lliteracy
and manual labor of the past. Last but not least, the slight relaxa-
tion of international tensions during 1955 not only should reduce the
popular fear of war but also should ralse the ordinary citizen's hopes
of a slightly more favorable distribution of the social product in the
future.

On the whole, the Soviet leadership currently is exhibiting a more
realistic, rational, and flexible approach to the economic problems
confronting them and somewhat greater concern for the economic lot of
the ordinary citizen than was characteristic of Stalin.

I. Introduction.

- In February 1955, Malenkov "requested™ his release from the post of
Premier on the grounds of error and incompetence in the administration
of the economy of the USSR. With the appointment of Bulganin as
Premier the vast propaganda machine did an about-face -- a povorot --
reemphasizing the preeminence of heavy industry and the subordination

_5_
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of light industry in the Soviet pattern of
omists who had assumed or argued that the
permanent change in economic policy and th

growth. A number of econe
USSR had made a basic,
at consumption rather than

investment was to become the end of ecopomic activity in the USSR
were severe.y criticized. The plan fylfillment results for the first

half of 195%% provide an opportunity to ev

aluate the impact of these

events on the Soviet economy and to dsztermine whether the pattern of

resource allocations has changed.

Along w.th the release of the plan ful
livered & detailed report on industry to s
mittee of the Communist Party of the USSR,
report had been largely foreshadowed in a
appeared in the theoretical Journals durin
-Taken together, this body of information p
fairly compl.ete evaluation of the Soviet ¢
the Sixth F..ve Year Plan (1956-60). .The p
memorandum, therefore, are to relate actusg
goals, to indicate the principal problems
the next 5-year period, and to outline sonm
which will cetermine the growth pattern of
Five Year Plan.

II. Industry.
A. Trends in-Pfoduction.

fillment data, Bulgenin de-

plenum of the Central Com-
The substance of Bulganin's

nunber of -articles which

g the second quarter of 1955.

rovides the basls for a

conomy immedistely preceding

rincipal objectives of this

1 achievements to planned

facing Soviet planners for

e of the basic policies

the economy in the Sixth

During the first half of 1955, industrial production.in the

USSR not only exceeded the original ((1952)
creased at & rate which will exceed the pll
announced in 1955, when the goals were rev
Imminent achievement of the original objec
duction as well as the production of heavy
conslderably faster than the rates planned
lower than &t any other time in the post-#
Table 1¥%%), "If the actual rates of growth
projected to the end of the year, the resu

5-year goals but also in-
anned level of production
ised upward ir. view of the
tives. Total industrial pro-
and light industry grew

for 1955, which were much
orld War II perlod (see

of the first half &f 1955.are
It in terms of the cumulative

growth of irdustrial production is as shown in Table 2,%¥¥

* Unless otherwlise stated, the base¢ per
changes repcrted in this memorandum for th
first half of 1954.

*% . Table 1. follows on p. 7.
¥%¥ - Tgble z follows on p. 9.

-6 -
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Table 1

Increases in Gross Industrial Production in the USSE

1951-55 a/

Percent

Increase over Previous Year

1955 First Half
1951 1952 1953 1954 (Plan) of 1955

Total production 17 11 12 13 9 1z
_Producer goods 17 (12) b/ (12) (13) 11 (13) ¢/
Consumer goods 16 11 13 (12) (6) (10) ¢/

a. Data contained hereln are from yearly plan fulfillment reports
and from Bulgenin's speech to the 1955 Bupreme Soviet. }/ (For ser-
ially numbered source references, see the Appendix.) Although the
weightling system employed. is unknown, Soviet statistics on gross in-
dustrial production provide a rough measure of the direction and mag-
nitude of change. Moreover, these statistics are useful because they
represent one of the principal yardsticks by which economic growth 1s
planned and measured in the USSR. For a detailed comment on some of
the problems of rounding and internsl consistency encountered in
these statistics, see source 2/.

‘b. Parentheses denote interpolation.
c. Only the rate of growth of total production -- 12 percent -- was
reported in the plan fulfillment report. The interpolated rates of
growth for producer and consumer goods are consistent with the 7 to
3 ratlo of welghts given in Soviet sources. A number of pairs of
rates are, of course, consistent with a 1l2-percent increase in total
production. Rates of growth of 13 percent for producer goods and
10 percent for consumer goods are estimated for the following reasons:
(1) the increase in consumer goods production in 1955 would be at
least as large as the increase in trade turnover, which was reported
as 8 percent, because inventories and stockpiles were depleted in

- previous years and probably are being replenished in 1955, and (2)
the data on the increase in the sales of various consumer goods

-7 =
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Table 1

Incrreases in Gross Industrisl Prod

1951-55 a/
(Continued)

RDP79T00935A000300290001-0

luction in the USSR

indicate that the rate of increase in cong
population declined about 15 percent in tH
as compared with the rate of increase in 1
with a decline in the rate of growth of cg
from 12 percent in 1954 to 10 percent duri
1955.

Thesse achievements suggest that th
planning and the emphasis upon the introduy
ready have had some effect, unless Bulgani
the capabil:ity of the economy in February.
time that the low rates of growth planned
sire of the regime to ease temporarily the
order to provide a more firm and flexible
Plan., In vi.ew of subsequent developments,
appears unlikely. There remaln several al
the low rates of growth planned for 1955:
servatlive estimate pending the implemesntat
tion and planning, (2) Bulganin purposely
bilities of the economy as part of ths prg
popular expactations of & rapld improvemen
or (3) Bulgunin and his planners errei ser
immediate production prospects.

Desplte current successes, ths Fif
~will not exceed the original estimates as
the Fourth I'ive Year Plan {1946-50). -The
was somewha: more ambitious than the Fourt
not have the benefit of quick returns fron
version. In the Fourth Five Year Plan, ha
industrial production (1950 over 1940) was
the actual rreported increase of 73 percent
cent increase planned. On the other hand;

-8 -
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954, which is consistent
nsumer goods production

ng the first 6 months of

e changes 1n organlzation and
ction of new technology al-
n purposely underestimated
It was believed at that
for 1955 represented the de-
strain on the economy in
base for the Bixth Five Year
however, this hypothesds
ternative explanations for
(1) Bulganin stated a con-
ion of changes in organiza-
underestimated the capa-
pagands campaelgn to dampen
t in the standerd of living,-
iously -in thelr estimate of

th Five Year Plan (1951-55)
much as did the results of
Fifth Five Year Plan, however,
h Five Year Plan, and 1t did
reconstruction and recon-
wever, the planned growth of
exceeded substantlally --

in contrast to the 48-per-
production of consumer
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goods fell 'ar short of the Fourth Five Ye
.the current plan the original goals will t

-The cumulative (1951-55) goal for
Malenkov program was never published, but
1955 index would have been between 180 and
Table 2%). The Malenkov program, howaver,
realistic goals for agricultural productia
example, account for nearly 55 percent of
end of 1954 it was apparent to the USSR th
planned goa..s and that temporary expedient

ar Plan goals, whereas in
e substantially exceeded.

consumer goods under the

it is estimated that the

185 (for comparison, see
was dependent upon un-

n. -Foodstuffs alone, for
state retail trade. By the
at 1t could not meet the

s were nearly exhausted. In

the meantime:, consumer purchasing power, which already had exceeded the

available supply of goods at the begianing
panded too 1apidly as a result of the redu
retail price reductions, and the concessia
and procurerient prices.
with the Malenkov program raised popular e
levels. Several Soviet writers in the off
far as to say that the period of forced in
that, in the future, individual consumptio
trial growth would be the end object of ec
USSR. There¢: is no evidence that Maleikov

of the "new course;"™had ex-
ction in the state loan, the

ns to the peasantry in taxes
Moreover, the propagands campalgn associated -
xpectations to unjustified

icial journels even went 3o
dustrialization was over and
n rather than heavy indus-
onomic activity in the
concurred (although the

plamed rates of growth for 1954 and 1955 may have been a little

higher for light industry than for heavy i
the past "disproportion"), but these ideas

.The USSR presently is undertaxing
crease productlion of quallty foodstufis an
space. At the same time an end has been p
has been a revolutionary change in economi
novations of' 1955 reflect not a reversion
adjustment in the llght of 2 years'® experi
program and the current programs are based
tion that consumption; which 1s in effect
duction to the state, must be increased ac
provide lncentlives for increased labor pro

* P. 9, above.
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If Bulganin's report can be taken as & guide, the pattern of
growth of industrial production in the Sixth FPive Year Plan will remain
approximately the same as in the past. Heavy industry will continue
to expand faster than light industry =-- that is, the yearly rate of
growth of the former probably will be planned at 2 or 3 percent above
the latter; but consumer goods production will continue to receive
much higher priority than under Stalin. Within heavy industry the so-
called "leading links™ -~ coal, petroleum, metallurgy, and electric
power - -- will continue to receive high priority. The yearly production
of 60 million tons of petroleum, 500 million tons of coal, 50 million
tons of pig iron, 60 million tons of steel, and 250 billion kilowatt-
hours (kwh), which Stalin in 1946 defined as the point of departure
for Communism and which he expected to require three or more Five Year
Plans to attain, will be exceeded or closely approximated by 1960. In-
deed, petroleum production will have reached Stalin's goal by the end

of 1955.

¥

B. Heavy Industry.

1. Basic Material and Service Imputs.

In the first half of 1955 the rates of growth in the "lead-
ing links" -=- coal, petroleum, metallurgy, electric power -- generally
were higher than in 1954, and conseguently the Five Year Plan goals
for these industries generally will be exceeded by a small margin. This
is a reversal of the trend evident at the end of l95h,.when it appeared
that a number of these top-priority industries would barely reach, and
in some cases would even fall short of, the 1955 production goals (see
Table 3%). Throughout the post-World War II period these industries
received a proportionately larger share of available resources than in
the prewar period. In 1948-L9 there occurred a marked shift in in-
vestment allocations in favor of these industries, and a further shift
was made in the Fifth Five :Year Plan. ‘As a result of this emphasis,

"~ production goals of the Fourth Five Year Plan for these industries
were exceeded substantially, and the gogls for the Fifth Five Year
Plan (snnounced in 1952) required further growth at very rapid rates,
despite the already expanded base to which the increases would apply.
For example, the plan called for a 62-percent increase in production

* Tablen3 follows on p. - -12.
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of crude steel and an 85-percent increase in production of crude petro-
leum, which may be contrasted with the comparable increases of about .
35 percent and 10 percent, respectively, planned. on a much smaller
base for the 1940-50 pericd.

Despite the high priorities accorded to, snd the rapid
rates of growth achieved in, these "leading 1link"™ industries through-
out the post-World War II period, the requirements pleced upon them
have grown even faster. .Thus a Soviet writer recently admitted what
had long been suspected -- namely, that the growth of the engineering
Andustries had been inhiblted by an insufficlent supply of ferrous
metals:

As 1s known, the engineering industries have for a
number of years developed at a more repid rate than
the metallurgical industries. Consequently metals
have been constantly in short supply in the englneering
industries. The shortage of metals acted as a brake
on the growth of production in the machine bullding in--
dustries, which, nevertheless, continued to expand
faster than metallurgy. The englneering industries :
achieved great econocmies in the use of metal by reduc-
ing input quotas and by improving the structure of
metal consumption. The weight of new and modernized
machinery has heen contihuously reduced without im-
pairing the technologlcal parameters... . The objec-
tive /for the futurg is not only to liquidate scarcity
in the supply of metal to the engineering industries
but also to create a reserve stock of metals in order
to provide supplemental allocations to machine build-
ing enterprises which have overfulfilled the plan for
the more importsnt end items, and for those items
which are in short supply. 5/

The recently-initiated program to inecrease the use of ferroconcrete
structures instead of steel in building is also indicative of the
shortage. -Similarly, the emphasis on hydroelectric construction and
the recent upward revision of coal preduction plans both suggest that

(2
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energy requirements consistently have been
report to the Central Committee indiceted
electric power generation was not sufficilei
of industry as & whole. 6/

. The generation of electric powe
the first half of 1955, and the Fifth Five
exceeded 1if this trend continues. Because
production of steam turbines and generator:
apparently will be at the price of using e:
limit, with little reserve capacity. It is
electrical generating capacity by the end
T5 percent above 1950 instead of 100 percen
.The rate of increase of electric power gens
thher in the next 5 years inasmuch ae "el
processes 1s to be one of the Key factors
productivity.

In the. 8ixth Five Year Plen the

crease hydroelecltric power as a proportion
by the comstruction of a number of extremel
Siberia. At the same time, s large-scale ¢
Siberia 1s being planned for the next 5 or

Output of peﬁfgiéaﬁ has gone 1
of 195h, increasing I9 percent compared wit

underestimated. Bulganin ]
that the expension of
ntly ahead of the expansion

or increased 12 percent in
Year Plan wlll be slightly
of a serious lag in the

5, however, such success
xisting equipment to the

5 estimated that the installed
bf' 1955 may be as low as

nt as originally plenned.
sration probably will be
ectrification" of production’

in the growth of labor

USSR is plamaing to in-
of the total, principally
ly large lnstallations in
sxpansion of industry in
possibly 10 years.

P sharply‘sin e the end
th yearly increases of 12

percent for the 1951-54 period. At tke end of 1954 it sppeared that

the original Fifth Pive Year Plan goal for
downward, but the 19-percent increase in t}
maintained, will bring about the achilevemer?

petroleum had been revised
e first half of 1955, if
1t of the origlnal Five

Year Plan goals. It is possible that a bagic shift in policy regarding

the proportiosn of energy to be derived fron
coal and other fuels occurred in the early
Soviet plannsrs have substituted coal for g
desplte the fact that production costs of j
an energy eqiivalent basis) than for coal
that petroleam products included a turnove:r
trial consumsrs. .The rationale for discour
cost of petroleum is believed to have incly
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(a) the high transportation costs incurred owing to the historical
concentration of petroleum production in the Baku ares, (b) the
vulnerability of the Baku region to attack, and (c) the desire to

keep the dependence of the economy on petroleum products at a minimum
and thereby provide greater flexibility in an emergency. Recent
changes in the location and availability of petroleum deposits may
have reduced the importance of these factors and resulted in a de-
cision to take advantage of the low cost of petroleum ag compared with
coal by increasing petroleum's share (currently about 20 percent) in
the fuel balance. The Trans-Volga and southern Urals fields now pro-
vide almost 60 percent of the total production of petroleum and
apparently are very low-cost producers. -Consequently transportation
costs of petroleum now compare much more favorably with those of coal,
-and the vulnerability of the industry is somewhat reduced. Moreover,
the post-Stalin regime shows a greater propensity to take real cost
-considerations into sccount when making decigsions. The locational
shift in production of petroleum also may be a causal factor in the
renewed emphasis on lecating new industries in Asiatic USSR and should
add to the general efficiency of the economy by reducing transport
costs.

The rates of increase in output of ferrous metals were
somewhat higher in the first half of 1955 than in 1954. In the latter
year 1t appeared that production of steel would barely reach the
1955 target and that there would be a significant shortfall in pig
iron (see Table 3%). Inasmuch as the short supply of ferrous metals
has slowed the growth of the englneering Industries in recent years
despite the fact that production gosls for finished steel have been. met
a. ccnslderable expansion of the former industry can be anticipated in
the next 5 years. According to Soviet writers, 7/ future increases in
production of iron and steel will require a relatively greater invest-
ment in new plants and facilities than in the current Five Year Plan,
-when increased efficiency in the use of existing plants was to provide
25 to 30 percent of the increase in oubtput. ' '

2

A projection of trends in chemical pfoduction during the
first half of 1955 leads to the conclusion that production of many.
chemicals will fall short of the cumulative 1951-55 goals. Production

* P. 12, above.
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of caustic soda and synthetic rubber elmosi
than planned. Production of mineral fertil
percent) during the first half of 195%, an
2h-percent increase is achieved, §/ the cui
5-year period will be more than 80 percent
though this will be less than the original

t certainly will be less
lizers rose sharply (21
1 1f the 1955 goal of a
nulative growth for the
(1955 over 1950). Al-
goal of 88 percent (1955

over '1950), .the result is still impreesive

;and important because of

heavy requirements for more mineral fertilizers in agriculture.

The chemical industries are slated for repid.expansion in

the Sixth Five Year Plan.
cesses 1n the economy,.the so-called 'che

is to be one of the key messures in ircressing’'labor productivity.

chemlcal industries themselves are reasdily
Moreover, .the hlgh priority accorded to the
reflected 1n plans to double producticn of
next 5 years.

Judging from the results of the
duction of gluminum at the end of 1955 will

biltlous planned increase of 160 percert foz
Apparently this 1s not enough, however, bec
the aluminum industry for continued rapld e
reflects not only increased requiremerts fi

also the reqairements for consumer gocds.

ferrous metals, however, is considerakly be
Produztion of copper is especielly.l
Althcugh 13

plan.
is known to ve in short supply.
double that >f 1950 and output of zinc was

the 1950 levzl, the original 1951-55 plan {
VYevertheless, it can be inferre
data that th2 output of zinc durlng the fiz
well behind =2ven the new, downwardly revise
7 percent ovar the first half of 1954 compd
.On the other
ceeded the planned rate of lncrease fcr the
expansion of these industries can be antici

abandoned.

for the year of 16.5 percent.

The broeder application of chemlcal pro-

calization of production,™
-The
adepteble to autometion.
> agricultural sector is
chemical fertilizers in the

> first 6 months, the pro-

|l 8lightly exceed the am-

r the 1951-55 period.

rguse Bulganin singled out
>xpansion, which probably

pr military end items but
Production of other non-
shind the origlnal 5-year
Lagglng, and this metal

In 1954 output of lead was
more than 70 percent above
for these metals Mas been

td from avallable Soviet

rst half of 1955 was running
:d plan, increasing only
wred with a planned increase
* hand, output of lead ex-

> year. Pressure for rapid
ipated in the future. Goals

for 1960 may be double the 1955 level of output for most nonferrous

metals.

- 16 -

S~-E-C-R-E-T

Approved For Release 1999/09/21 : CIA-

RDP79T00935A000300290001-0

RDP79T00935A000300290001 -0



Approved For Release 1999/09/21 : CIA-RDP79T00935A000300290001-0

S=E-C-R~E-T

2. -Englneering Industries.

During the first half of 1955 the engineering industries

continued to expand rapidly, and the pattern of growth generally fore-

shadowed the bagic trends planned Tor the Sixth Five Year Plan. .In
some instances, however, the rates of growth of machinery production

are far less than the planned rates of growth (see Teble L¥*)-and do mnot

appear consilstent with the growth of the industries which use this
machinery. The whole pattern of development of the englneering

industries 1s considergbly different in the Fifth Five Year Plan from
that in the Fourth Five Year Plan. From 1946 to 1950, almost every

major engineering industry had a 1950 goal of from 2 to 4 times the 1940

rate, and much of the increase was to come from new plants in the

relatively less industrialized areas of the country. In the Fifth Flve

Year Plan, many engineering industries had relatively small projected
rates of lncrease -- about 20 percent for the sutomobile and tractor
industry, for example. .On the other hand, those engineering indus-
tries which provided the capital equipment for the basic metal and

energy industries and for the "great proJjects” -- the oll and electri-

cal equipment industries; for example ~-- were scheduled for great
expansion. In practice, some industries -- the locomotive industry,
for example -- were so dlsrupted by shifts in the product mix during
1949-52 that production declined substantially.

The cumulative increase in production of hydroturblnes
during the first half of 1955 will exceed 70O percent for the 1951-55

period. -Production of steam turbines, on the other hand, has remained

at the same level as the first half of 1954, although a 33-percent

increase in 1955 is required to meet the Filve Year Plan goal. Produc-

tion of equipment for the petroleum industry will be far behind the
Five Year Plan goal for a 230-percent increase because by the end of
1954 production of petroleum equipment was only 50 percent sbove the

1950 level. Similarly, production of metallurgical equlipment probably

is barely above the 1950 level despite the planned increase of 85
percent (1955 over 1950). How the USSR is achieving its planned pro-

duction goals for ferrous metallurgical products and petroleum products

without the planned inputs of capltal equipment is not known. In any
event, production of equipment for these lndustries 1s scheduled to
be expanded substantially in the next 5 years. .In ferrous metallurgy,
Jin particular, a smaller proportion of the increment to production¥#*

* Table I follows on p. 18.
¥%  Contlnued on p. 20.
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will be derived from increased efficieacy in the use of existing ca-

pacity, and a correspondingly larger propor

tion from new plants and

facilities, ~han has been the case during the past 5 years. ;g/

ki 16-percent increase in produc
chine tools s reported for the first half
for the future, a 67-percent increase in pr
pressing equipment. Soviet reporting of me
Fifth Five Year Plan has not been consisten

tion of metal-cutting ma-

of 1955, and, more importent
oduction of forging and
talworking machinery in the

t either in terms of cate-

gories or in terms of subordination of the producing units. It is
probably a sufe assumption, however, that the 1951-55 gosls will be

reached.

‘The metalworking equipment indu
stantial expension during the next 5 years,
of more complex, automatic machinery, which
factors in ircreasing labor productivity.
first four Five Year Plans,.the main emphas

stry 1s scheduled for sub-
particulerly in the form
is to be one of the key

Unlike the emphasis in the

is in machine-tool produc=

tion in the 1951-55 period has been on heavier, more complex tools

rather than ¢n rapld expansion of unit output.

At the same time, how-

ever, as a herltage of the past, an excessively lasrge proportion of
Soviet production has consisted of relatively few models which are mass
produced at low cost. These mass production models are general-purpose

tools and are often technologlceally cobsolescent.

of forging ard pressing equipment (which is

Moreover, production
usually far more efficient

Ty

in producing small metal iltems that are reguired in large numbers) has

enjoyed lower
tools. These
fact that the
three-fourths

priority in the past than pro
two factors probably are lsrg
USSR requires a machine tool
that of the US in order to pr

as much metal.

In the Sixth Five Year Plan the
metalworking equipment industries will be a
speelalizéd tools (with particular emphasis
to perform a production task automatically)
larger proportion of production, and (b) pr
pressing equipment will contilnue to expand
these industries are to provide the machine:
mechanization of production processes which
will increase labor productivity more rapid.
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dominant trends in the

5 follows: (a) complex,
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will account for a much
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rapidly. In other words,
ry for the automation and
the Soviet leaders belleve
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Production of row-crop=-type tractors continued to ilncrease
rapidly in 1955 and should total at least 63,000 to 65,000 units for
the year compared to approximately 70,000 units planned. The probable
slight shortfall, however, will be in the most important row-crop
model, the "Belorus.” Production of heavy, general-purpose tractors
(used primarily for small-grain cultivation) has been stable for
several years and should be ample to support both the agricultural and
.industrial sectors during the next 5 years. Further increases in
production of row-crop-~type tractors can be anticipated.

One of the most marked trends in the first hself of 1955
was the sharp increase (see Table 4%) in the production of most types
of railroad equipment, an industry whilch has been in the doldrums
during most of the Fifth Five Year Plan. Production of steam locomo-
tives, which dropped to less than one-third the 1949 level in 1952
when many plants were switched over to producing ecapital equipment for
the leading links and the great projects, probably regained only about
75 percent of the 1949 level in 1954 and then dropped sbout 16 percent
in the first half of 1955. The USSR has; however, a substantial re-
serve inventory of older steam locomotives and is currently converting
to the productlon of new, larger, and more efficient models. Unit
production of steam locomotives will continue to decline in the future
as the USSR begins to implement the extensive dieselization and €lec-
trification program outlined by Kaganovich in mid-1954. The internal
evidence in Kaganovich'®s speech indicates that a comparasble program
was proposed 1ln one of- the original versions of the Fifth Five Year
Plan; but 1t 1s believed that the program was dropped because of the
magnitude of requirements for the great proJjects, the accelerated ex-
pansion of the leading links, and possibly the requirements for
logistical support of the Korean War. .If the large increases in
production of diesel and electric locomotives reported for the first
half of 1955 are indicative of the future, the USSR will have made
substantial progress toward dleselization and electrification of
freight hanling on all main lines by 1960. Production of railroad
cars, which probably was below the 1950 level in 1954, also is in-
creasing rapidly.

In general, the -results of the first half of 1955 indicate
that the major commodity productlon goals in the producer goods sector
will be fulfilled. -Most of the items subject to specific annual

*¥ P. 13, above,
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reporting will barely reach the planned god
trast to the large overfulfillments of the
-Even with a 3light shortfall in the present
in production 1s lmpressive because 2f the
Fifth Five Year Plan, 1940 for the Fourth F
tual exhaustion of unusual sources of growt
Fourth Five fear Plan, such as reconversion
cepltal equipment, and the retention of ski

'fhe pattern of growth of the ey
Sixth Five Year Plan apparently will be mox
the Fourth F:ive Year Plan than to that in t
‘Expansion wiil be general rather than conce
tries which contribute directly to the léad
period was largely devoted to completing an
or reconstructed in the 1946-50 period, and
most ceased., It is evident from the data p
much new construction of engineering indust
in the next “ years and that a significant
tion will be in Central Asia and the Far Ed
this new construction, there evidently will
to reequip the technologically more backwar
-Previously the planners had concentrated on
largely igno:sing the fact that some plants
were 2 or 3 imes as high as other plants @
Similarly, there will be much greater smphs
that is, on sreducing the range of end ltems
In the past whe tendency has been to dlstri
producing a new product among the existing
a8 new, specialilzed plant to produce thes new
of growth of the engineering industries in
while in many cases more similar to the 194
1951-55 periond, will aim at a more rational
the greater over-gll efficlency of the econ
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C. Light Industry.

In assessing the growth in production of consumer goods in
the USSR, 1t is necessary to distinguish between those items which
are processed agricultural raw materials and those goods which are
produced from raw materials of industrlal origin. This distinction
roughly corresponds to the standsrd categorization of nondurables and
durables. The USSR, by shifting distribution priorities and by in-
creasing Ilnvestment allocations, has at various times in the past sub-
stantially lncreased the output of industrial consumer goods in a
- relatively short time. The situation is quite different, however, if
an increase in the output of agricultural raw materials 1s s prerequisite.

Historically (from 1928 to the present), investment in Soviet
agriculture has had an almost negligible effect upon agricultural produc-
tion. State investment in agriculture (particularly machinery) has
facilifsted the large-scale migration of labor to the cities and has
more than compensated for the disinvestment of collectivization (par-
ticularly in the form of animal draft power), but the normal effects of
greater capital intensity upon production have been negated by peasant
resentment resulting from the low level of peasant income and the
political and social pressures applied to the peasantry by Stelin. In
the long run it is lncreased peasant income, relaxation of political
pressures, more realistic planning, more fertilizers, and better agro-
technology which offer the greatest potential for increasing productiviky
in egriculture. In addition, agricultural production depends upon such
factors as adequate rainfall and the time required to build up live-
stock herds,; which mekes 1t very difficult to secure short-run incre-
ments to output merely by shifts in distribution priorities and in
investment allocations.

Output of consumer goods as a whole .continued to lucrease sub-
stantially in the first half of 1955, but the estimated rate of growth
declined 2 to 3 percent below 1954. In general, those items which were
lagging behind plan in 1954 have continued to fall short thus far in
1955. Increases 1n the production of sewing machines, radlos, and
television recelvers were substantial but still well behind plan. Pro-
duction of cameras, watches and clocks, and household refrigerators
i1s keeping abreast of the plan. Production of passenger automobiles
increased 13 percent despite the fact that the 1955 plan was fulfilled
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in 195k. On the other hand, the rates of g
cycles and furniture, which promised to reg
the 1954 rates were maintained, declinad sy
half of 1955. Production of furniture may
continued fa:.lure of the timber industry tq

rowth in production of bi-
ch '"new course" goals if
bstantially in the first
have been affected by the
meet the production plan.

Production of cotton textiles probably will meet the plan, but

production of* wool and linen fabrics aad le
.In general, 1aw materials are in short supp
the exception of raw cotton. Production in
tries actually declined slightly in the fir
of leather footwear has definitely been aff
-whereas production of rubber footwear shows
.The most serious production failures contin
stuffs. The only favorable development in
increase of .6 percent in the production of
8till far behind plen these were the highes
for several jears.

In the future the bulk of the incre
tlon will continue to depend upon incresased
particularly of quality foodstuffs which wi
incentives to the bulk of the populetion an

ather goods probably will mot.
Ly in these industries, with
the linen and silk indus-

st half of 1955. Production
ected by leather shortages,

a satisfactory increase.

ue to be in quality food-
this area was the reported
mllk products. Although

t rates of growth reported

ase 1in consumer goods produc-=
agricultural production,
11 simultaneously provide
d @bsorb the normal increases

in mass purchliasing power. The other essential to any substantial im-

provement in the standard of living of the

average Soviet citizen is

more and better housing. In addition, production of durables will
have to increase despite the fact that durables are luxuries to the mass

of the populetion. Provision of incenzives

for the ever growing class

of engineers; highly paild technlcians, and managers will require a

much higher level of output of television s

ets, home refrigerators,

quality furniture, and even of passenger automobiles.

The reported ll-percent increase in the
(measured in 1950 prices) during the first
large in view.of the slight reduction in pl
for capital investment (see Table 5%). A ¢
rise for the entire year will insure an ove
percent in the cumilative 1951-55 plan, whi

¥ Table 5 fcllows on p. 25.
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Table 5

Volume and Financing of Capiltal Investment
in the USSR a/

1951-55

1951 1952 1953 195k 1955

Volume (actual)

Increase over preceding
year (percent) 112 111 10k 115 111 b/

Financing (planned)

(Billion 1 July 1950 rubles) 132.0 143.1 156.1 169.0 167.5

As percent of preceding year 97 108 109 108 99

8. -Volume of lnvestment refers to the value of essentially completed
investment (according to a complex definition of "completion"™). It is
distinct from the financing of investment, which measures current ex-
penditures for lnvestment purposes.

b. First 6 months of 1955 only.

90 percent over the 1946-50 pericd. It 1s not known precisely how such
a rate of increase in volume was achleved while planned expenditures
remained approximately the same, but a number of possibilities exist.
Flrst, actual expenditure for investment in 1954 definitely may have
been less than planned, so that planned expenditures in 1955 actually
represent an increase. Second, installation of equipment paid for in
previous years but not actually installed and .the completion of a large
number of projects (both of which goals have received much attention in
the Soviet press) would make possible an incresse in volume without a
corresponding increase in expenditures. -Pinally, inasmuch as a large
number of proJjects are being pushed to completion this year, the 1955
expenditures for investment may not have included an inecrease in working
caplital for construction.
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Aside from general statements about the
on the distribution of investment was reled
fulfillment :report. Increases were specifi
sectors of heavy industry, for transport, 4
to specify an increase in investment in 1ig
investment may have falled below the level
1954. Although the amount of housing const
increased, omission of the customary volume
the rise was less than in other years of th
In general, .investment in heavy industry, s
housing probably will exceed the 5-year god
whereas transport and communications and 13
fall slightl;7 short of the 1951-55 targets.

The generrally satisfactory quantitative
by the fact —=hat the current cost of the px
will be higher than anticipated owing to th
struction costs as planned and to the laggi
ity in constiruction. Construction costs we
plan in the irst half of 1955 -- a failurs
previous years of the Fifth Five Year Plan,
indicate tha construction costs actually i
other hand, .abor productivity in construct
the first 6 months of this year, which is 1

of the current Five Year Plan (see Table 6).

Table 5

Annual Increases in the Productivity
in the U3SR

> trends, little information

ised in the 6 months' plan

cally mentioned for certain

ind for agriculture. Failure

rht industry suggests that

of the first 6 months of

ruction was stated to have
increase indicates that

le current Five Year Plan.

tate agriculture, and

y1s for volume increases

ght industry probably will

trends are somewhat offset
ogram for the 1951-55 period
e failure to reduce con-

ng growth of labor productiv-
re not reduced according to

characteristic of all the

Indeed, official reports

nereased in 1953. On the
ion increased 10 percent in
he highest rate of increase
‘Nevertheless, the Five

of Construction Labor

1951-55
Percent
First Half Increase Required  1951-55
1951 1952 1953 1954  of 1955 in 1955 Goal
9.5 1 b 8 10 17 25
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Year Plan for the growth of labor productivity 1n construction will
not be fulfilled, because of the quite unfavorable rates of growth in
the earlier years. Soviet data indicate that the 1951-55 investment
program probably will exceed the total cost of the 1946-50 program by
about 90 percent rather than the planned 60 percent. -The cost of the
investment program in the Fourth Five Year Plan also was greater than
planned, but the volume goal for that period was exceeded by 22 per-
cent compared .with the probable 3~to 6-percent overfulfillment for
the 1951-55 period.

.The scale and pattern of investment in the next 5 years probably
will be quite simllar to the trends in the past few years. Consumer-
oriented activities -~ agriculture, housing, and light industry =-- will
continue to recelve a somewhat larger share of investment funds. Con-
siderable new construction will be combined wilth renewed emphasis upon
improving existing plants by introducing more technologically advanced
machinery. Thus the lnvestment program in the Sixth Five Year Plan;
will be a cross between the dominant trends of the Fourth and Fifth
Five Year Plans. -Two of the primery determinants of the scale of the
1956-60 investment program are, however, relatively unknown quantities --
namely, the degree to which agricultural production can be lncreased
80 asg to provide a larger investment surplus, and the competition of
the military program for investment resources.

IV. Industrial Lebor Force and Iehor Productivity.

A. Current Trends.

The last 2 or 3 years mark the passing of the era when Soviet
planners could freely milk the agricultural sector of surplus labor
in order to meet and exceed industrial production goals when output per
man in industry did not increase as planned. For the next 5 years at
least the dynamics of Soviet economic growth will differ significantly
from the past because the industrial labor force can no longer be ex-
panded at will. Explicit, and remarksbly frank, recognition of this
change has recently appeared in the Soviet press, as follows:

The plan for industrial production was overful-

filled for the first four years of the Fifth Five
Year ‘Plan desplte the fact that the plan for labor

- 27 -

5=-E-C-R~E-T

Approved For Release 1999/09/21 : CIA-RDP79T00935A000300290001-0



Approved For Release 1999/09/21 : CIA-

S-E-C-R-E-T

RDP79T00935A000300290001-0

aroductivity was not achieved for the 1952-5lk

oeriod.
ing the numher of workers more

These results were achieved by increas-

than planned.

In the first half of 1954 the number of work-

=2rs and employees in industry,

construction and

transport increased 1,200,000 in comparison with

the first half of 1953.

Such g tempo of growth

of workers in industry will not be possible in
the Sixth Five Year Plan inasmuch as the agril-

2ultural labor force will have

to be increased,

and in part by drawing upon the urban population.

Already in the first half of 14
«qorkers in agriculture (machine
and state farms) increased by 4
first half of 1953.

Thus in the Sixth Five Year [
industrial production must coms
oroductivity of labor to a gres
in the Fifth Five Year Plan. ]
industries, which employ the 14
workers, are of particular impg
ing lebor productivity. 13/

Bulganin said much the same thing in his Ju
Central Committee, and most of the importar
past 2 years, the agricultural and consumer
duction in administrative overhead, and the
apparatus have been adopted primarily to in

The rate of growth of labor product
the Soviet leadership for several reasons.
postwar Five Year Plans about 75 percent of
duction was planned to come from incresased
other 25 percent to be achieved by expandin
should be no:ed in this context that the US
bution of ali other factors (land, capital,
category of labor productivity. Second, th
that exceeding the level of labor productiv
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capltalist world 1s a prerequisite for the final victory of their
system. Third, it is a principle of Soviet planning that labor pro-
ductivity should increase faster than real wages in order to provide
the necessary saving for investment and future growth. In other words,
what the state gets out of the workers should increase faster than
what the state pays to the workers.

During the past 4 years the growth of labor productivity has
been unsatisfactory on all counts. In order to fulfill production goals
in the face .of lagging output per worker, the labor force has been
increased far more rapidly than planned (see Table 7). Exceeding the
planned rate of growth resulted,. of course, in a much larger increase
in the wage bill than originally was anticipated, which contributed to
the growth of excess purchasing power. .The growth of excess purchasing

Table 7

Increases in the Industrial Iabor Force
and of Industrial Labor Productivity in the USSR

1951-55
Percent
Increase
. _ First Planned Increase
over Previous Year Half Increase Required

;1951 1952 1953 195h of 1955 1955 over 1950 in 1955

Industrial labor

force §/ 5 L 6 6 4.5 13 b/ g/
Industrial lsbor -
productivity 10 7 6 T 7.0 50 13

a. -Derived from Soviet data on increases in industrial output and indus~-
trial lsbor productivity which indicate that the Fifth Five Year Plan goal
was achleved by the end of 1953.

b. .Based on original plan of a TO-percent increase; see Table 1, p.. T,
above. Since the output goal has been revised upward, the labor force goal
also would be increased somewhat {it is known that the productivity goal
was not increased).

¢. -Overfulfilled. Actual increase will be nearly double the planned
increment.
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power was aggravated further by the reduct
the state loan in 1953-54, while the suppl;
increase commensurately despite the releas
serves, imports; and the emphasis on consw
5. Explicit recognition of this phenomen
official press, as follows:

Desplte the significant incrs
of consumer goods, certain imbé
tween the level of production
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Meanwhile, labor productivity was not incr
and the imbalance between the consumer pur
availability of consumer goods was an impo
The net result was that payments of gcods

ers was incrzasing faster than labor produd
Soviet statistics, labor productivity incre
the l951-5h;;eriod, whereas real wages ine:
the point of view of the Soviet leadership;
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Labor productivity has been lagging not only in industry as a
whole but also in many of the baslc extractive industries, where the
rates of growth have been much less than the average (see Table 8).

Table 8
Indexes of Labor Productivity in Selected Industries

in the USSR
1940 and 1954

1940 1954
Total industrial lsbor productivity 100 180
Coal industry ) 100 120
Timber industry 100 106
Ferrous metallurgy 100 17k
Transport 100 131

Indeed, some of the high-priority industries ~- coal and timber,* for
example -- have the lowest rates of growth in labor productivity despite
the heavy capital investment in these industries during the postwar
period. -The timber industry, for example, had a fourfold increase in
cepital stock between 1940 and 1954, but labor productivity increased
only 6 percent, and the slow rate of growth of labor productivity in
the coal industry persists despite the large investment in modern
machinery and facilities, ;2/ -This suggests that coercion and control
techniques are essential factors in the growth of labor productivity in
the USSR, since in these two industries, which have been relatively
well provided with incentives and capital equipment in recent years but
in which labor cannot be continuously controlled and supervised as in a
factory, the relative growth of labor productivity is low.

¥ The high priority of the timber industry, of course, dates only from
the end of the Fourth Five Year Plan (gbout 1949).
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In sddition to morale factors, there are other important insti-
tutional phenomena which are inhibiting the growth of industrial lsbor

91

productivity. The whole system of labor

norms,

" or output quotas for

various types of workers,; 1s completely oubt of date. .The last complete

revislon was in 1921 and was only partial;

despite the tremendous sub-

sequent changes in technology, only haphazard adjustments have been
made since that time. Premiums and bonuseg for exceeding the norms

account for nearly one-half the total wage
the premiums and bonuses are being paid as

bill. It is probable that
much to reduce labor turnover

as to reward the workers for outstanding levels of productivity. -The
abuses of the wage system and attendant consequences have recently
been stated quite frankly by Soviet writerg, as in the following excerpts:

The system of premiums which

is in force in in-

dustry and transport, becsuse of its deficiencles

often leads to the result that

in & number of in-~

dustries and enterprises the workers who do the
easiest work are the ones who get the premiums. ;é/

The soclalist principle of distribution accord-

ing to work plays an important
the technico-cultural level of

role in the raising
the workers. It

provides & material incentive to each worker not

only to increase his outprt bul
quality. -Coansequently the cori
the socilalist princlple of dlef
to work 1s a key factor nct onl
labor productivity but also in
level of the workers. The ser:
the exlsting wage rate system,
the output quotas /norms/ in a
reduce the influence of tris md
z2iple and damage the naticnal ¢

As long as the industrial labor force could
transferring labor from agriculture, these
system appar=antly could be disregarded. -T}
to get production. But with the passing of

b also to improve his
rect application of
tributlion according

ly in the growth of
the technico-cultural
lous deficiencies of
and particularly
number of ilndustries,
bst dmportant prin-
2CONOMY . EZ/

1 readily be expanded by
deficiencies 1n the wage
e overrilding obJjective was
' the era of surplus labor

in agriculture the wage system will have to be reformed.
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Recently Soviet leaders have publicly complalned that the growth
of labor productivity has been inhiblted by the slow tempo of techno-
logical progress and by the unsatisfactory dissemination and adaptation
of Western technological developments in the Soviet economy. The latter
fallure is apparently one of the consequences of the "Zhdanovshching® --
the campailgn against "bourgeois cosmopolitanism," against the "kow-towing
to the West," against the thought that any one else had discovered any-
thing first -- which was launched by Zhdanov in 1947. One of its man-
ifestations was the disappearance of news about foreign technological
advances from the Indostrial trade journals. To be sure, superpriority
activities such as the atomic energy program undoubtedly were not af-
fected; but for the ordinary Soviet industry, for the rank and file of
engineers and managers, an important source of knowledge and stimulus
was largely eliminated. The gradusl reappearance since Stalin's death
of discussions of Western technological advances indicates that the
desire to speed up technological progress which in turn will tend to
lnerease labor productivity has overcome these ideological inhibitions.

‘The growth of labor productivity is slowed not only by the
lagging. of technological advance but also by the wide variations in
the technology, scale, and mansgerial efficilency of plants producing
the same product. Historleally, the preoccupation with increasing
production as fast ag possible has resulted not only in the construc-
tion of modern snd efficient plants but also in the continued operation
of backward and high-cost producers. Few if any Soviet plants have
-been known to go out of production because their costs were 2 or 3
times as high as the average. An excellent exemple of this phenomenon
is provided by the indexes of labor productivity in the largest ferrous
metallurglcal plants in the USSR (see Table 9%). Such variations in
labor productivity are usually accompanied by compsrable variations in
production costs, which in turn vastly complicete the planning process.
In the future a more rational distribution of resources, particularly
of labor, will be necessary if high rates of growth of industrial
production are to be maintained.

¥ Table 9 follows on p. 3k.
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Teble 9

Comparative Indexes of Average Output per Worker
in felected Ferrous Metallurglcal Plants in the USSR g/

195k
Flants Blast Purnaceg Open-Hearth Furnaces
Kuznetsk Combine 100 100
Megnitogorsk Combine 122 89
Novo-Tagil'skly Plant 79 52
Chelyabinsk Plant 69 50
"Zaporozhstal'" Plant 55 7
"Azovstal'" Plant 50 57
Mekeyevskiy 51 43
Krivorozhskiy Lo W.A,
Dzerzhinskovo ' 38 43
Stalina 3k N.A.
Voroshilova N.A. 46

8. 18

B. - Future Problems and Policiles.

- The future possibilities for increasing industrial production by
expanding the lebor force and the recent trends in the distribution of
increments to the labor force are illustrated in Tables 10% and 11.%*
During the period from 1950 to 1955 (inclu ive), nearly 5 million new
workers were obtalned from the agricultursl population. It is esti-
mated that ian 1956-60, only about 1 million to 2.5 million workers can
be added to the nonagricultural lebor force from the :normal increment
to the agricaltural population, and a conslderable number of pebple
with technical educations will be trarsferred to agriculture. Conse-
quently, lncreased output per worker will have to account for the bulk
of the increase in industrial production during the next few years.

* Table 10 follows on p. 35.
%%  Table 11 follows on p. 36.
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Table 11
Total Labor Force in the USSR
1950 to 1 January 1956
Million Workers and Employees

Year Collective Farms State Agriculture  Nonagrilcultural
1950 Lg.0 2.k 34.8
1951 49.0 2.4 36.8
1952 48.2 2.6 38.2
1953 48.7 2.6 39.1
1954 L8.5 k.1 L40.7
1955 48.6 5.0 42,0
1956 a/ 49.6 5.5 43.0
8. Preliminary estimate.

Current Soviet policies designed ¢
labor productivity run the gamut from the
crease the supply of quality foodstuffs, wl
incentives for higher productivity, to mea
nological innovation. -The underlying assw
are necessary to promote the growth of lab
changed since the adoption of the "new couj
program and the emphasis on improving hous
vide greater incentives to the labor force

During the first 6 months of 1955 1
increase in emphasls on improved techr:ologl

productivity. 19/ Introduction of new tecl
(1) the general diffusion of knowledge and
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technological developments, and (2) the widespread application of
specifiic techniques, particularly mechanization and automation.*

These techniques not only have great potentialities in terms

of reducing labor inputs into productive processes but alsc have a
distinctive ideological and emotional appeal to the Soviet leadership.
Automation in particular promises to become s mystique, to become
charged with more ill-defined overtones of & panacea than was "planning"
in the early 1930°'s. Soviet leaders look to mechanization and autcmation
not only to reduce direct labor inputs but also to make possible the

"elimination of the distinction between mental and physical lsbor" which
they concelve to be essential to the transition from the present

"socialism™ to the future "communism." Tn other words, even the manual
worker will become a combination of meter reader, maintenance man, and
low-grade engineer. It is also likely that the Soviet leadership an-
ticipates the promulgation of such a vision to strike sparks of interest
and enthusiasm and to improve worker morale.¥*

* The Soviet concept of automation is comewhat broader than the term
used in the West inasmuch as the USSR tends to apply the term to a
single machine which performs one; or possibly two, operations with
very little asslstance from the human operator. .In the West, automation
is usually limited to a number of machines which are linked together
and which automatlcally perform a number of operations, including the
inspection of the quality of the product.

%% .In the past, the Russians have had difficulty in adjusting mass
expectations concerning the technical training and responsibilities
which would be available to the average worker to what actually was
available. In the 1930's, because of the demands of industrializetion
and the Party's desire to relieve itself of dependence upon the tech-
nical intelligentsia inherited from the Tsarist period, great stress
was lald upon the opportunitdes open to all for technical advancement.
-The response was & widespread aspiration for higher educgtion and the
white smock of the engineer. When, however, the immediate needs for
engineers and technicians had been largely met in the late 1930's, and
1t was deslred to control entry into this social class more closely,

it was found necessary to limit these expectations; Kalinin complained
eloguently, "Who is going to do the hot and dirty jobs?™ In subsequent
years the class lines between the workers and the intelligentsia have
been clearly drawn, and movement from the first to the second has been
restrictéd in order to enhance the prestige of the new managerial class.
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The Soviet desire to eliminate the| "essential distinction" be-
tween mental and physical labor complicates the problem of getting more
capital per unit of output through mechanization and automation. Given
the rate of output specified in the plan as the objJective, the Soviet
englneer is told to design machinery which) will require -engineers and
highly skilled technicians to operate it, eliminating the use of un-
skilled and semiskilled workers if possible. Judglng from US experience
and from a few examples of Soviet designs,| the same rate of output
usually could be achieved by using machinery of lower original cost and
of lower operating costs in terms of wages but which would stlll use
some unskilled and semiskilled labor. Such capital intensive solu-
tions, of ccurse, represent an improvement over the existing combina~
tions of capital and labcr but certainly do result in more capital in-
tensive solitions than in the West, where the primary objective is to
minimize total costs (both capital and labor). Unless sharply modified
in practice; the Soviet theory will tend to slow down the rate at
which the new technology will reduce unit costs. Purthermore, the
introductior. of mechanization and automation competes very directly
with the prcduction of military end items :for modern weapons systems,:
and the pinch on such industries as electronics and preclsion instru-
ments tan be expected to be severe.

The "el-mination of the distinction between mental end physical
labor™ seem:ngly is the slogan adopted to |[dramatize the current policy
on this matter. It appears that, through the provision of more compli-
cated equiprient and continuous trainiang of] the laboring force, an
attempt 1s being made to raise the general] level of technical ability
far enough o obtain increased productivity and to provide some prestige
rewards to the working class. But ths pracess of raising the general
level of technological competence, in its isoclal aspects, must stop short
of destroying the distinctive positioa and special privileges of the in-
telligentsis. Although the current slogar has not yet been widely pop-
vlarized (it is, of course, a histori: gogl, but it fell from prominence
for many years), it will probably coms indreasingly to the fore.  This
development is related to current revisions of the 10-year school cur-
riculum in +the direction of increased vocgtional training. .In the
future, 10-year education is to becom= universal and 1s to be almed not
cnly at entrance into universities but chiefly at manning the labor
force with personnel falling in the range between skilled workers and
techniclans .
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The prospects for achieving a more rapid growth of labor produc-
t1v1ty in the next 5 years, and an increase of 50 to 60 percent compared
with about 4O percent officially reported for the 1951-55 periad, may
be assayed briefly. The Soviet leaders should be successful in increas-
ing the flow of technical kunowledge, improving the general level of
technology in the economy,; and reforming the wage system, although
there will be strong institutional pressures to abuse the system of
premiums and bonuses. All these things should do much to promote the
growth of labor productivity. Two crucial problems remain, however.
‘First, there is by no means any guarantee thet increased output of
guality foodstuffs, which will increase mass incentives, will be forth-
coming and, second, the ability of the planners to insure the necessary
degree of improvement in the general technological level of the economy
may well be limited by the competition of modern weapons systems.

V. Cost Reductions and Technologlical Progress.

A. -Cost Reductions and Iavestment Surplus.

There are several measures of efficiency which are quite im-
portant in assessing Soviet plan fulfillment. All Soviet production
schedules are based on anticipated cost reducticns and increased pro-
ductivity of capital as well as on the planned allocations from current
account, In the current Pive Year Plan, for example, 6f the 90-percent in-
crease planned in the volume of investment, one-third was to be
achleved by reducing total investment costs (1951-55 compared with
1946-50) and two-thirds by increasing allocations from current
account. Probably the most important efficiency measure is the re-
duction in sebestoimost' (cost of production*) of industrial produc-
tion, which includes the value of raw materials and semifinished
goods; fuel and power, wages, an amortization allowance,;** and certain
administrative expenditures. -This cost reduction is the dlfference

% Sebestoimost',the accounting category which is the basls for most
Soviet pricing and cost accounting, cannot be directly translated.
The closest approximsticn is our concept of total cost with the qual-
ification that under the Soviet system fixed costs are geared more
clogely to production than is common in the West.

*%  The Soviet amortization allowance includes repalr and replace-
ment of capital equipment but does not contain an obsolescence factor.
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ds and military end items.
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tion costs make possible a

lent than is indicated by

yearly decline in the
uction is shown in Table 12.

Table 12
Reduction in the Total Cost of Indastrial Production in the USSR
1951-55
Percent
Cumulative
Percentage Reduction from Preceding Year Four-Year Five Year
1955 Reduction Plan
1951 1952 1953 - 1954 (6 Montas' Blan)  (1952-85) (1951-55)
N.A. &/ 8.0 5.0 4.0 3.8 (&.5) 19.0 25.0
a. The total. reduction in 1951 was not reported in percentage terms.

The Soviet press, however, did report that
excluding the savings from the reduction in
materials and semifinished goods, amounted
parently, most of the savings from 1951l pri
to provide the unusuvally large reduction in

As indilcated above,; planned cost n
period were to amount to 25 percent {aggre
costs compared with aggregate production i

¥  Price recuctlons in consumer goods are
duction in the turnover tax, although redu
processing may be a factor. In general, t
state is higher in the consumer goods indu
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excluded from considerstion and if it is assumed that the rate of de-
crease during the first half of 1955 is representative of the entire
yvear, the cumulative cost reductions for the 1952-55 period will amount
to 19 percent. FEven allowing for the savings in 1951, it is now doubt-
ful if the economies planned for the 1951-55 period will be achieved.

.Reductions in production costs will assume even greater impor-
tance in the next 5 years than in the past because they are one of the
principal means of increasing the state surplus -- that 1s, that part
of the difference between production and consumption (in a given time
period) which is available to the state for investment and defense.*
According to Soviet accounting practice, this surplus consists pri-
marily of the profits of state enterprises and the turnover tax. .Re-
ductions 1In sebestoimost', together with increased volume of production,
increase the profits of enterprises and hence the state surplus. Trends
in the growth of this surplus and the demands made upon it by invest-
ment and defense are illustrated in Teble 13.%#% It will be noted that, in
the 1952-54 period, the surplus grew at a slower rate than did the de-
mends upon it. The same process 1s also expressed in the growth of
real wages at a faster rate than labor productivity during the same
period.

In recent years the share of the state surplus derived from the
turnover tax has been declining rather rapidly; this has been compen-
sated for by profits of enterprises, which in turn are heavily dependent
upon cost reductions. This trend is illustrated in Table 1k** and is
in sharp contrast to the Fourth Five Year Plan, when almost the entire
surplus was derived from the turnover tax. .Furthermore, during the
immediate postwar period almost the entire turnover tax was levied on
goods which were agricultural in crigin, serving as a vehicle for ex-
tracting the bulk of the state surplus from the economy as a whole.

* This assumes, of course, that consumption as a proportion of
national income remains the same. The definition of the state surplus
as used here corresponds to the Soviet concept of "net income™ of the
state; it should not, of course; be confused with the budget surplus.
Private savings are excluded, as are private and collective farm

investments. _ ‘
*%¥  Tables 13 and 14 follow on p. 42.
LR s . .
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Table 13

Trends 1n the Formation and Use of the State Surplus
in the USSR
1950-55

1950 = lOd

1955
1950 1951 1952 1953 1954 (Flan)

Income to surplus a/ 100 107 110 111 111 125
Expenditures from surplus b/ 100 105 113 115 118 121

a. Turnover tax collections plus total profits of state énter-

prises.
b. Explicit defense expenditures plus total investments in state

enterprises.
Teble 14
Turnover Tax as a Proportion of| State Surplus
in the USSR
1950-25

Percent of Total

1955
1950 1951 1952 1953 1954 (Plan)

T8 7 75 73 67 62

Industrial profits probably were outweighted by subsidles during the
1946-49 period. Since 1951-52, however, the contribution of the agri-
cultural sector has leveled off and may haye declined owing to in-
creased procarement prices and the grcwth of other state outlays for
agriculture. Retail price reductions (carried out primarily by reduc-
ing the turnover tax) have tended to reduce the contribution of urban
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consumers. The declining contribution of the agricultural sector to
the investment surplus while the Industrial base 1s expanding rapidly
poses & serious long-run growth problem for the Soviet planners and
Increases the lmportance of cost reductions in Industry as a com-
pensating factor. It can be anticipated that the planned reductions
in sebestoimost® of industrial production in the 1956-60 period will
be at least 25 percent and probably more. - The capability of the
economy to reduce costs 1s, of course, heavily dependent upon the
rapid growth of labor productivity, which has been lagging seriously
throughout the 1951-55 period. -Moreover, the political unpalatability
of Increasing retail prices and resorting to heavy income btaxes will
make 1t difflcult to reduce consumption, and thereby increase the
state surplus by such means.

B. Efficlency Measures.

Several measures of utilization of eapital equipment are con-
sidered sufficlently important to be reported in the annual plan ful-
fillment announcements. -Plans for production of capital equipment
inputs necessary to achieve final output goals are based upon the
anticipated economles in the use of the existing stock of capital
equlpment in each time period. Among the most important efficlency
measures are production per ciubic meter of blast furnace volume and
coal input per kilowatt-hour of electricity. Efficlency trends for the
Fifth Five Year Plan are indicated in Teble 15.% Although progress
has been substantial, most of the cumulative 5-year efficlency goals
probably will not be reached. The fallure after 1951 to report
improvement In the utilizatlon of coal combines probebly indicates thet
in fact no improvement occurred. In general, the cocal industry has
been operating gquite inefficiently despite the fact that gross output
goals will be exceeded. Whille lmprovement in efficiency of use of
exlsting capital stoek will continue to be a very important aspect of
planning, more rapid and comprehensive introduction of new technology
1s necessary 1f the Boviet planners are to count on continued rapid
improvement of efficlency in the future.

¥ Table 15 follows on p. k4.
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“VI. Agriculture.

The semiannual plan report gives impressive data concerning incre-
ments to the input side of the agricultural economy. A remarkable
increase in sown acreage, an increased flow of agricultural machinery,
and a marked improvement in the quality of the machine tractor station
menagerial class are indicators that concrete efforts are beilng mede
to increase output.

The increase in sown acreage of all crops of the 1955 harvest
probably will be about 22 million hectares, a gain of more than 13
percent above last year. The actual acreage increase of the 7 or 8
crops listed in the plan report exceeds by 5 million hectares the net
increase in acreage. This is probably the result of a decrease 1n
perennial grasses and low-ylelding small-grain acreages in favor of
corn.

Besides a fourfold acreage increase in corn, sowlngs of the other
heavily emphasized grain crop, wheat, also increase, perhaps by as much
as & quarter. Most of the wheat increase was accomplished in the
overfulfillment of the "new lands” expansion plan. Sizable increases
in area planted to other important food crops, such as potatoes, sun-
flowers, and sugar beets, and to flax were in line wilth plans announced
since the initiation of the "new course.”

The one significant negative aspect of this acreage expension is
the large increase in labor required to care for these crops. -The
acreage increments to relatively high labor-consuming crops such as
corn, flax, sugar beets, and potatoes in the traditional agricultural
regions and the demands on these settled reglons to send menpower
to open up the unsettled "new lands" regions are undoubtedly causing
temporary labor shortages. Press complaints this year on the lag in
such operations as haymaking indicate that local farm managers are
being forced to give priority to the cultivation of corn, for example,
rather than to the timely cutting of hay. The problem of labor short-
ages probably will be at its height during the grain harvest.

Although 1955 is the second year of the "new lands" program for

the extension of area sown to small grains in Kazakhstan and West
Siberia, this is the first year in which the acreage is of nationally
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significant proportions -- 20 million hectares (roughly one-sixth of
total grain acreage). The lack of rains in the late spring and early
summer indicates that grain yields in the "new lands™ will be at or
below the lcw average characteristic of the region. Unpublished
comments made recently by a high Soviet agriculture official indicate
that the Sovlet planners are well aware of the limiting factors
(mostly low rainfall) in crop cultivation in these areas but believe
that the venture will be profitable because of low labor and material
expenditures per sown hectare. Khrushchev| has indicated that the
planned "break-even point" is an average yjeld of 4.8 centners of
grain per hectare, which 1s approximately the long-run average yleld
in this area. This required average yield is too low, if past ex-
perience with planning the cost of state farm production can be used
as a criterion. Operational and investment expenditures on state
farms, the primary unit in the "new lends,|' have always been above
the planned level of cost per unit of outpiit. The success or fallure
of the "new lands" program may depend on whether the Russians can
increase labor and capital productivity toja point where cost of
production to the state in the "new lends"|will be below costs in-
curred in the non-black-soil regions ~f European USSR.

Machinery allocations for the first 6 months were at & higher an-
nual rate than for the prévious year. BEspeclally prominent is thé in-
crease in allocations and production cf lebor-saving machinery for the

cultivation of "new" crops such as corn ang
crops such as potatoes and vegetables. As
plan reports, most of the large diesel trag
allocations are going to the "new lands.”
harvesting combines was tripled compared wi
last year, tone harvesting of this crop will
least for this crop year. The lack of sufi
in cutting aad ensilaging undoubtedly will
and to lower feed value for the silage.

The plan to increase the quality cf the
class appareatly is being met, if one uses

1 formerly unmmechanized

is indicated oy the republic
»tor and grain combine
Although production of corn-
th the first 6 months of

| be mostly unmechanized at
Ficient peak season labor _
lead to large fodder losses

> rural elite or managing
the criterion of educational

background. Ninety percent of the directors of machine tractor

stations now have speclal secondary or higt

ner educational training,

and 70 perceat of the chiefs of repair shops are now in the upper
educational drackets compared with 36 percent and 10 percent, re-
spectively, In 1953. No indication was given as to how successfully
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the plan is being carried out to make 1 out of every 3 collective farm
chairmen a Party technician from the urban areas. This plan, first
announced in April, calls for the staffing of 30,000 backward collec-
tive farms with chairmen of Party and usually nonagricultural experience.

In the livestock sector the most notable success has been the rais-
ing of milk production during the nonpasture season of October to May,
when as little as 20 percent of the annual milk production is usually
produced. There is no indication that there were sizable Incresses
in holdings of livestock of individual owners. One of the key incen-
tives given the peasants early in the post-Stalin era was the official
encouragement, including financial aid, to restore the depleted hold-
ings of privately owned livestock. After large gains in these holdings
over the 1953-5L4 period,; there now seems to have been a levelling off,
suggesting that feed was in such short supply after the regional
droughts last summer that many private owners had to dispose of hold-
ings during the winter.

VII. .Trade and Consumption.

A. Trends in Retail Trade.

Sales of goods to the population for the first half of 1955 are
reported only 8 percent above (in comparable prices) those for the
first half of 1954; these, in turn, had been reported 21 percent above
those for the first half of 1953. This significant drop in the rate
of increase probably reflects a diminished ebility to exploit with-
drawals from state reserves as well as a possible reluctance to in-
crease greatly imports of consumption goods.

Inasmuch ss the plan ls reported fulfilled, this decrease prob-
ably means that the Russians, forced now to rely chiefly upon current do-
mestic output for the supply of goods for sale (see B, belpw),'anticipated
in their planning a tighter availability than in 1953 and 1954. If
this is so, the growth of sales 1s as rapid as is possible with current
production rates; which are restricted both by a limited past invest-
ment in facilities for production of consumer goods and by lags in the
growth of agricultural output, which provides most of the material
input for consumer goods production.
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items and categories of items

which comprise the bulk of retail trade show a significaantly diminished

rate of sales growth for the first half of

1955 compared with the rate

of increase for the first half of 1954 (see Table 16).

Table 16

Trends in Retail Trade Turno:

ver 1n the USSR

First Half of 1954 First Half of 1955
as Percent of . a8 Percent of
Selectel Items First Half of 1953 First Half of 1954 .

Meat and meat products 13C 106

Fish and fish products 12k 120

Milk and milk products 121 112

Cotton fabrics 116 110

Clothing 12k 118

Knitted gools 124 113

Footwear a/ 115 106 :
Sewing machines 131 117

Furniture 137 117

Bieycles 129 120

&. ‘For 1954, leather footwear.

Besldes *the supply constrictions on
demand also vags somewhat curtailed during t
addition to zovernmental fiscal measures de
agsets held by the populace -- for example,
loan -- effective demand was influenced by
with some prospective purchasers probably 4
certain items (particularly durables) in an
price reduction before the middle of the ye
feiled to maserialize (though some few reduy
lacally publicized, in the cost of certain
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The general demands of the population are reported as still
being met inadequately, both in respect to the aggregate amount of
goods avallasble in certain areas and in respect to the assortment of
ltems offered, such as food and clothing.

Progress in the development of rural trade was not mentioned
in the official plan fulfillment report. Subsequently, consumer coop-
erative trade -- predominantly rural -- was reported to have grown
13.5 percent over the first helf of 1954, representing a 10l-percent
fulfillment of the plan. These figures include commission trade.
Excluding commlssion trade, the increase was slightly less -- 12.4
percent.

B. Trends In Consumption Avallabilities from Production.

Inasmuch as sales trends increasingly depend upon the trends of
current domestic production of consumer goods, these production trends
must themselves be examined. Whereas the growth of retaill sales has
dipped from its 1954 high, general availlebility of goods from current
production continues to grow at a fairly constant rate.¥ Growth in
avallabllity of the major categories of consumer goods 1s shown in
Table L17.%%

* These indexes are computed on the basis of adJusted physical pro-
duction estimates of significant items of consumption, welghted by
their current ruble prices. The rough preliminary comparison of the
annual growth rates of the first half of 1955 with the 1954 rates is
computed by applying announced percentage production increases for the
first half of 1955 to the appropriate figure in the array of 1954
price~-quantity products. These adjusted products are summed and the
totals compared with the 1954 totals. This preliminary comparison, of
course, has limited reliability: +he first-half-of-1955 annual rates
are compared with full-year rates for 1954, and for such commodities
as are not reported it is assumed that the 1955 rate will be the same
as the rate for 195L. Thus, if 1955 is & better crop year than 195k,
this comparison will understate the full-year growth =- say of wheat,
.which naturally was not reported but which plays a large role in the
index.

*¥%  Table 17 follows on p. 50.
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Table 17

- Trends 1n Avallability of Consumer Goods from Current Productilon
in the USSR

Annaual Rate
Calculated Year 1954 ss Percent for First Half of 1955

Category Weights of Year 1953 as Percent of Year 1954
Food products 55 103 104
Clothing A 111 107
Manufactured
consumer goods L 125 111
Totel 100 107 105.5

The dips in growth for 1955, of course, are in manufactured
consumer goods and clothing; food procducts|actually increased at a
higher rate than in 1954. .That agricultural production is a baslc prob-
lem should be clear from the fact that food production, though in-
creaslng, 1s growing at a rate significantly below other consumer goods.
Because of its weight, therefore, thies slow growth constitutes the
major drag on increases in the living standard.

C. Investment in Trade Activities.

The smount of Soviet investment ini trade is unreported, but
the pattern of this investment is falrly clear. 1In developing the
trade net; two aspects are currently emphasized: extensive development
of facilitles in the area of the virgin lands enJoys high priority,
and a considerable amount of investment in| trade activities 1s devoted
to construction of new facilities to replafe obsolete stores in the
older areas of the USSR.
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VIII. Transport.
A. Trends in Goods Haulage.

The aggregate volume of goods transported during the first half
of 1955 increased significantly over the first half of 1954, even
though the precise incresse cannot be determined on the basis of the
report of plan fulfillment.* The increases in average daily loadings
by rail were appreciable, and in cargo turnover and cargo carriage by
the seagoing merchant fleet were the highest that have been reported
during the period of the Fifth Five Year Plan (see Table 18%%). The
half-year plan was markedly overfulfilled for these two modes of
transport, which together haul about 90 percent of the volume of
Soviet transport. Although substantial gains are reported in river
and motor transport, the lncreases fall somewhat short of the plans
in each case (except for overfulfillment of the plan for bus rassenger
transport).

‘The above-plan Increase in aggregate carrlage may reflect, in
addition to overfulfillment of the plan for industry as a whole, a
possible Soviet tendency to solve crash production problems by means
of inecreased transport imputs rather than by means of higher levels of
plant inventories of scarce raw materials. Given ample capacity in
the transport plant, such substitutlion might involve less current
outlay than would an increment to the materisls inventory.

v The plan for increasing the average speed of freight trains,
a goal unfulfilled for some time, was fulfilled in the first half of
1955. Freight-car turnaround time was also reported decreased. These
two operating factors are related to the announced 9-percent increase
in aversge dally loadings, one of the highest reported in the post-
reconstruction perlod. This is especially significant because of the
large proportion of total transport that is handled by Sovilet railroads.

* However,.as an spproximation and based on average dally loadings by
rail and cargo turnover data for other modes of transport, aggregate
transport plan fulfillment is almost 102 percent. .Similarly, total
volume of traffic is about 111 percent of the first half of 1954.
Weights used are as follows: rail, 85; merchant fleet, 5; river
fleet, 6; and motor transport, k4.

%%  Table 18 follows on p. 52.
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Table 18

Trends in Transport Activity in the USSR

Percent of Plan Transport Increase
Fulfillment over Previous Period
First Half First Half First Half
Transport Activity of 1954 of 1955 1954 - of 1955
Rail
Aversge daily loading 102 a/ 103 106 b/ 109
Merchant fle=t
Cargo turnover 102 106 118 130
Cargo carriage 93 102 106 118
River fleet
Cargo turnover 82 87 106 108
Cargo carriage N.A. NiA. 111 100
Motor transport "
Cargo turnover 103 95 166 135
- Cargo carrlage 101 99 175 150
Bus passenzers 108 106 N.A. 148

a. Not glvel; figure relates to full years 1954 and 1953.
b. Figure relates to first half of 1954 and first half of 1953.

The increased volume of goods trangported by the merchant fleet
accompanies @ general rise in Soviet foreign trade activity which
persisted inzo the first half of 1955. The increased volume of cargo
also reflects increasing POL transport by Soviet bottoms as well as in-
creasing dry cargo movements between the Far Fast and the European USSR.
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The shortfalls from river fleet transport plans prcbably are in
good part a consequence of the unusually late thaws of the 1955 spring.
The primary regions for river fleet operations are extremely vulner-
able to weather conditions. It should be noted that the shortfalls for
the first half of 1954 were even larger than those currently reported --
yet the 1954 full-year plan was met.

The reported shortfalls from the very high planned increases
in motor tramnsport for 1955 are not large. In fact, the physical vol-
ume of the increase probably 1s significantly larger than that of the
comparable 1954 period over 1953. These high targets clearly highlight
the sharply increasing reliance of Soviet economic planners upon motor
transport to provide urban dray services and rural rallhead eccess.

B. Transport Investment.

Because of its paramount role in the movement of goods and
persons in the USSR, rall transport sbsorbs the bulk of transport in-
vestment. Such investment may teke place in three major directions:
extension of rights-of-way, the lmprovement of fixed plents and fa-
cilities (such as signal systems, msrshalling yards, or depots),.and’
expansion and improvement of the rolling stock park. The first of
these, by expanding the territory of service; is considered to involve
extensive development. The latter two generally are considered to
involve intensive lmprovements.

Under Stalin the railroads of the USSR were rapidly wextended in
an effort to keep pace with the geographic dispersion of economic
activity and the widely publicized emphasis upon Siberian development.
In the investment review that occurred immediately after Stalin's death,
the policy seemed to have shifted to give less emphasis to the rapid
laying of new trackage and more emphasis to improvement of the existing
plant and equipment park. Totel transport investment increased, how-
ever, Data reported for the filrst half of 1955 indicate continuance of
this policy (see Table 19%). The electrification and dieselization
brograms are clearly reflected in the above figures. The drop in out-
put of steam locomotives 1s probably temporary owing to model changes.

* Table 19 follows on p. Sk,
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Table 19

Trends in Production of Transport Rolling Stock in the USSR

First Helf of 1954 First Half of 1955

as Percent! of as Percent of
Item First Helf of 1953 First Half of 1954
Mainline electric locomotives 104 122
Mainline dlesel locomotives N.A. 121
Mainline steam locomotives 131 84
Meinline freight cars N.A. .138
Trolleybuses 109 113
Motor trucks 110 -112
Autobuses 168 100

The Ministry of Transport Construction is reportsd to have in-
creased the volume of its construction-assembly work for the first
half of 1955 by 4 percent over the first half of 1954, or about one-
haelf the 1954 increase. This is the emallest increase reported for
any of the construction ministries and represents underfulfilliment of
the plan. Since this ministry is prircipally concerned, of course,
with the extension of rights-of-way and thelr improvement, this rel-
atively small increase in construction-assembly work reflects contin-
dation of the relatively slight emphasis on extension of the transport
net.
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APPENDIX

SOURCE REFERENCES

- This memorandum is based on Soviet plan Pulfillment reports, lssued
quarterly through 1952 and semiannually thereafter, and on CIA analyses
of the mid-1954 report.

All data 1n this memorandum, unless otherwise Iindicated, are taken
from the annual and semlannusl Soviet plan fulfillment reports. These
reports appeared in the Soviet press on the following dates: 21 Janu-
ary 1947, .18 January 1948, 20 January 1949, 18 January 1950, 27 January
1951, 29 January 1952, 23 January 1953, 17 July 1953, 31 January 195k,
23 July 1954, 21 January 1955, 22 July 1955, and Premier Bulganin's
gpeech in Pravda, 17 July 1955. Translations of these reports, beginning
with the annual report for 1948, appear in the following numbers of the
Current Digest of the Soviet Press: 1948 annusl: Vol. I, No. 4; 1949
annual: Vol. IT, Nos 4; 1950 annual: Vol. III, No. 3; 1951 annual:
Vol. IVy No. 33 1952 anmusls Vol. V, No. 2; 1953 semiannuel: Vol. V,
No. 27; and 1953 annual: Vol. VI, No. 5.

All Soviet newspapers, books, and Journals are considered to be
highly reliable sources of economlc Information. The FBIS publica-
tlons are primarily translsastions, and slight errors in broasdcast
intercept as well as in subsequent traunslation make them slightly
less reliable sources thaen the orlglinals.

v

Evsluations, following the classification entry and designateéd’
“Eval.," have the following significance:
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Sourrce of Information Information

Doc. - Documentary 1l - Confirmed by other sources
A - Completely reliable 2 - Prcbably true
B - WIsuelly reliable 3 - Pogsibly true

C - Jairly reliable I - Doubtful

D - Hot usually reliable 5 - Prgbably false
E - ot reliable 6 - Cannot be Judged
F - Camnot be Judged

"Documen-ary" refers to original documents of foreign governments
and organiza:lons; coples or translations gf such documents by a staff
officer; or :nformstion extracted from such documents by a staff
officer, all of which may carry the fi2ld evaluation "Decumentary.”

Evalustions not otherwise deslgnat=d ane those appearing on the
cited document; those designated "RR" are by the author of this
memorandum. No "RR" evaluation is glven when the author agrees with
the evaluation on the cilted document.

1. ‘USSR, Verkhovnyy Sovet SSSR. Zasedaniya verkhovriogo soveta
SSS8h, chetvertogo sozyva, vtoraya isessiya, stenograficheskiy
otchet (Proceedings of the Supreme Soviet of the USSR, L4th
Meeling, 2d Session: Stenographic Report), Moscow, 1955,

p. L75-476. U. Eval. RR 1. (hereafter referred to as
USSR, Verkhovnyy Sovet SSSR. Zasedaniya)
2. CIA. -CIA/RR IM-411, Soviet Plan Fulfillment, 1954, 5 Jul 55,
Tebl.e 1, footnote d, p« 6. S.

Pravda, 17 Jul 55. U. Eval. 3R 2.

‘USSR, Verkhovnyy Sovet SSSR. Zasedaniya (1, above).

Klimenko, K, "0 putyakh povysaeniya prolzvoditel 'nosti

truda v mashinostroyenii" (On Ways to Increase Labor Produc-
tivity in Machine Bullding Industries), Voprosy ekonomiki,
no ft, 1955, P« 21l. U. Evals RR 1.

-

AL~ UY)
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« Pravda, 17 Jul 55. U. Eval. RR 2.

Perovskly, N« "Vnedreniye peredovoy tekhniki vo vse otrasli
proizvodstva" (Introduction of New Technology into ALl
Branches of Production), Planovoye khozyaystve, no 3, 1955,
p. 3. U. Eval. RR 2,

p 8. Izvestiya, 8 Feb 55, p. 3. U. Eval..RR 2.

9. CIA. -CIA/RR 3T7s The Role of the Tractor Industry in the

USSR, 1940-54, 16 Aug 5L. 9.

— O\

10. Ibid.
11. 1Ibid.

12. Klimenko, op. cit. (5, above).

13. Ibid. p« 23, U. Eval. RR 1.

1h. Gatovskiy, L. "Rol' sovetskoy torgovli v sotslalisticheskom
vosproizvodstve" (Role of Soviet Trade in Socialist Repro-
duction), Kommunist, no 9, 1955, p. 33. U. Eval. RR 1.

15. Khromov, P. "Povyshenilye proizvoditel 'nostl obshchestvennogo
truda® (Increasing the Productivity of Social Labor),
Voprosy ekonomiki, no 4, 1955, p. 65. U. Eval. RR 1.

Pashko, l., and Kheyman, S. "0 reservykh uvelicheniya -
proizvodstvo chernykh metallov v SSSR" -(On the Reserves for
Increasing the Production of Ferrous Metals in the USSR),
Voprosy ekonomiki, no 4, 1955, p. 87. U. Eval. ER 2.

Kommunist, no 7, 1955, p. 10« U, Eval. RR 1.

16. EKhromov, op. cit. (i5, above), p. 72. U. Eval. RR 2.

17. Kozlova, O. "Tekhnicheskly progress i rost kul'turno-

1 tekhnicheskogo uroviys rabochikh" (Technilcal Progress and

the @rowth of the Cultural-technical Level of the Workers),
Voprosy ekonomiki,no 6, 1955, p. 32. U. Eval. RR 1.
18. Pashko and Kheyman, op. cit. (15, sbove), p. 88. U. Eval. ER 2.
19. Khromov, op. cit. (15, above), p. 63. U. Eval. RR 2.

Kommunist, no 7, 1955, p. 6. U. Eval. RR 2.
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