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SUBJECT:  Analysis of Beriya's Officiel Speech on the Soviet Econcmy
~on tho 34th Anniversary of the Socialist Revolution, 1951

The ecenvmic gains mads by the Soviets in 1951 {projected for the first
10 months), as reperted by Lavrantiy P. Beriya, Politburo member end formar
Chief of the Sacret Police (HVD), in his official speech on the 34th enni-
versary of the "Groet October Secialist Revolution, " may be swmeed up gea-
erally by his stetements "that ths aetiornsl) ‘ecomomy. plan for 1951 will ba
fulfilled and excesded” snd that "industeriel production as compared with
last. year has incroased by mors than 15 perceat and will be douvble the pro-
war 1940 production.” He stated further that ths increase in production in
ths basic industriss ig 12 percent. :

The incresse-in production hes besn attributad largely to improvemeni in
tschnical equipment, which ir turn has mede possible an inersese in produc-
tivity of laber (by which the Soviets probsbly mean output per worker nay
it tims). -

. that no fifth Fivs Year Plem has baan published as yet., Ths progiess

Tha Bariye speech shows thai the Sovists have s 1951 Plan despits the
1" S
in irdustried production made mmdsr this Flew, &z reported by Bariya, is

censistent with that mede in recent ysars and in general is in Yine with in-
depsndent estimates or may bs reconciled with them by certain interprataticnz,

Scms claims eppsar to be exs gerated exnd no doubt are intandsd to mislend
<
but, if propsrly aaalyzed, may be inierprsted as futurs vlaneg,
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1. Intxeduction.

The economic gains made by the Soviets in 1951 (projected for the first
10 months), as reported by Lavrentiy P, Beriya, Politburo member ang former
Chief of the Secret Police (MVD), in his official speach on the 34th enni-
versary of the "Great October Socislist Revolution," may be summed up gen=
erally by his statements "that the national econcmy plan for 1951 will be
fulfilled and excesded" and that "industrial production as comparad with
last year has incressed by more than 15 perceat and will be double the pre-
wver 1940 production,” He stated further that the increase in production in
the basic industries is 12 percent, _ :

Th@ increass in production has béen attributed largely to improvement in
technical equipment, which in turn has made possible an incresss in produc-
T tivity of labor, :

2,

The following table has been compiled frem the aveilable data on a fey
besic itams to illustrate the gains that have besn mades :

Productiqn of Selected Basic Ttems in the USSR

Raw Stesl - Electric Pover Petroleum
{(Miliion {Billion {+illion

Source, Hetric Tons) Kilowstt-hours)  Metwic Tons)

Beriya, 1951

Soviet Claims 31.3 104.0 42.0
1950 Soviet

Claims (Bulganin) 27,3 %0.0 37.5
1940 Base 18,3 48,2 31.0

1950 Plan 25 82.0 35.4

Examination of these data in the light of Soviet claims shows that foxr
the throe basic items, steel, electiric power, end psiroleum, the incrsass
production of 12 to 15 percent for these items in 1951 over 1950 is corract
as based on Soviet officisl figures for both yzers, Y¥orsover, curvent CIA



aver,

figures on these items, while somewhat lower, may be reconciled with Soviet
data when interproted from certain points of view, -

The Soviet claim of double the prewar 1940 production, howavér, cannot be
substantiated (except for electric pover) if it is applied to the production
of the major basic items, elthough it could apply to somo items, such ag syn-
thetic. rubber. On the othar kamd, it con be demomstrated that 4if this claim
is applied to ruble value (estimated by scloctsd 1926-27 prices and by come
nonipulation of the data), the statement may be proved.. The 1940 production
in ruble volus was 138.5 billdens, or 277 billions of rubles when doubled,
which is in line with Beriya's statemcat, :

The 1951 gross imdustriel productioa figure (expressed in 1926~27 rubles
and lidicating e gain of 200 percont of 1940 and 115 percent of 1950 produc-
tion) is an inadequate barcmeter of industrial activity, This 1951 figure
containg e sibstantial upward biss resulting from two factorss (a) 1926-27
prices are used as waights for all iteams whoss initiel production occurred
earlier than 1926-27, and (b) prices for the firct year of production sre
used es weights for all items whoss initial production occwrred after 1926-27,
In both cases, these prices are, in gersral, higher (relative to prices of
nonindustriel commocdities) than pricse for subsequent ‘years,

In any event, substantial gains ir industrial éroductibn have beeﬁ rade
by the Soviets, : ‘ .

Coreful analysis of each of the Sevict claims regarding production shows
that in spite of the apparent evidencs to the contrary, they have not in the -
broad scnss exnggerated their figures. But the claim that 1951 production
vill bs double that of 1940 raises at the outcet tha‘question of wheother theo
Soviets are attempting to mislead or to exeggerate. Their language is so
adroitly chosen that it can readily mislead the unskiiled or the unvary, &s
no doubt is intemded. Moreover, ons =ust penetrate certain of their cryptic
or embiguous statements to get at their reel mesnings. Their techaique no
doubt serves -the purpose of propsgemie for their own people. At the same
timo, they are eble to present factual cdate on major items which can stand
direct exeminetion., In addition, many, if not most, of thess ambiguous state-
ments afford the Soviets e loophole — if fndsed they fael that they need oas.
This question of azbiguous and misleading statementz will bs further iilusivated
by other exemples below in tho enalysiz 2f thoir cryptic statements.
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rolled steel), crude oil, and electric powor. For 1951, in contrast to
1930, ocutput of these itams is given in direct figures instead of cryptic
pexrcentage incraesses, The Soviets state that they have achieved an in-
crease of sbout 4 million meotric tons of stesl and an increass of 4.5 :
million metric toms of crude oil for 1951 over 1950, Tho claim that produc-
_ tion of &0 millionm metric tons of crude oil a year {the goal set by Stalin
in 1946 for 1960) will be reached ahead of schedule appears to be amply .
Justified, Electric r production also is given as a dirsect figure of
104 billion kilowatt-hours for 1951." These claims, as pointed out above,
mey be reconciled with current CIA figures on these items when interprstad
from certain points of view. Thers apparently is ro attempt at evasion in
the Sovist claims with respect to any of these thres items. Sovist figures
for pig iron and rolled stesl are in line with their estimsted raw steel
production and uith proviocusly published official figures,

The Soviet statement that electric powsr production axceeds the combined
output of electric powsr in the UK and France is justified by the fects, but
it is noticeable that the Soviets do not state that it is about cne—quarter
of the power output of the US. Similarly, the somevhat boastful claim of the
Soviets that the USSR is now producing roughly as much steel as the UK, France,
Belgium, and Sweden together, based on the Soviet 1951 estimate, is essentially
correct, but the Soviets do not include the statement thst they axre producing
sameuhat less then one-third of US steel preduction,

deo

The claims of the Soviats that "the USSR coal industry today nst only
meets the requirements of our country but also hss insured the creaticn of the
nsecsssary reserves" axe comservative and no doubt can be substantiated in all
raspacts with the one possible axception of an immediate supply of & suitable
quality of coking coal for all of their expanding and future neceds,

b. Irsesportation.

The increase of 11 percent in railroad freight turnover and the claimed
increases in river and saa transport appear 1o be justified by the svaileble
data. The 1950 plan of 532 billion ton-kilomsters for frsight turmaver was
subatantially excesded in that year, and centinusd progrsss appﬂaru to be in
evidence. On the basis of over &00 biliicn ton-kilometers actually parformed
in 1950 and of ths claimed 1951 increase of 11 percent in railroad fraight
turnover, the Soviet boast that ths increase almoust equals the annual freight
turnover of the UK and Francs falls shoxt of the mark by ebout 15 psrcent.



Building snd construction generally have lagged in the USSR. The
failure to meet the planned output quota is due partly to shortages of
mechanical equipment, The major cause, however, is lack of emphasis on this
program as compared with other industries.

. It is belioved that cement, brick, and coramic pipe production in
1951 will be greater than in 1950, as there are ample supplies of raw materials
available in the USSR for these products, However, an increase of 2 million
tons of cement in 1 yedr, as claimed by Beriya, doss not sean to be probable,

Boriya stated thet “our builders bave achisved certein succcsses in
reducing the cost and the timo of conatructions® But despite claims of
increased availability of mmterials end machinery, the Soviaets tacitly edmit
their baokwardness in building end construction in Bariya's furthor gtatement:
"However, there is etill much they have to do. First of ell, the orgenizetion
of work in building sites should be put in proper ordezr, building mechinsry
ghould be used more produstively, work should be better organized and overhend
expenditures sharply roduced. Uniesessary expsuditure which makes the cost:
of building more expensive end which is still conmbtmined in projeots end
egtimates ghould be remved,”

d. Consymor Goods.

. Statements about increased production and avallability of consumer
- goods generally are in line with quarterly USSR reports on the seme subject.
They appear to indicats & substantisl incresse in the standard of living,
but actually this is not the case, B

The percentsge increases reported for consumer goods reflect produc~—
tion to meet the needs of gradusl increases in urban population, and the data
reflect nonfarm consumption as well as changes in the marketing of consumer
goods to govermment-oparated stores, The actual increase of consumer goods
as reported, if celculated on a per ceplta basis, might not even be apparent .

in .geznaral, while some advances may Lave boen made by the Soviets dur—
ing 1951, their standerds of living ars still very low in coemparison with the
Wast., = =
o. Technological Advances.

Technological sdvances in the chamicel industry ave specifically re-
foerred to but are not disclossd excopt in towxms of incroassd proauvction, prin-
cipally of fertilisers, insecticidos, =nd symikictlc rubbsr, Beriya states that
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the latter is to be increased by 20 percent over last yesr, making a total
of 296,000 metric tons according to Soviet official deta. While this claimed
synthetic rubber production is greater than current CIA estimates, even the
latter indicate more then double prewar production, Nothing is said about
improvement in the quality of synthetic rubber, which is important from the
point of view of technological advances.

A similar qualitative question also mey be ralsed sbout the machine-
building industry with regard to types. An Incrsase of 21 percent in total
cutput 1s claimed over last year, and this doss not appsar unreasonable from
the availeble evidence. :

The Soviet claim that a steam turbine, now under construction, "of a
powsr of 150,000 kilowatts never befors produced in the world,” is relatively
miror, and the statement is incorract, as thers are at”loast several in the
US exceeding this sise. Moreover, a 200,C00-kilowatt turbine is now under
construction for the Philadelphis avea, - :

The most important, Soviet technologica] edvence, judging fram the
results reported, appears to bs im the production of steel, in vhich it is
claimed that the Soviets are exploiting their "blast furnaces in a more pro-
ductive way" and that "on account of this alone im 1951 an additionel 1.35
million matric tons of stesl will be preduced.” Thus, if the ckaims are true,
one~third of this yoar's increase in stesl production has boan produced with-
out the building of new blast furnaces and the axpanditurs of steel which would
othervise have besn nocessary. ‘

The claim that productivity of labor (by which the Sovists probebly
mean output per worker per unit time) in industry was raised by 10 percent
appears to be scceptable, as is ths reported growth of population, showing a
net increase of appraximately 3 million per year. The Soviets recognise that
increased productivity of lebor is intimately tied in with improvement in
‘technical equipment and skills of the workers as well as with organization of
production. NMoreover, they state that these factors have made it possible to
increase preductivity of labor end thus to eccovat for elmest two-thirds of the
increase in industrial production., Howsver, the Soviet msthod of measuring
productivity of labor shows a substantial gain thet may bs misleading. Beriys
does not distinguish changes in productivity of labor resulting from two dif-
ferent ssts of factors: (1) changes in the capital equipment-lsabor ratio and
(2) changes in the efficiency of labor vith a fixed capital equipment-labor
vatio. Tho Soviet statamant about the cducatilon of technicians snd specialists
¢nd about highsr educstion has besn substantialed generally by CIA estimstes.




No definite production claims were made in comnection with the so-calleg
"upsurge in agriculture," but the implications of such increased production
as might be inferred frcm the Soviet statements are most important. The
statement that the gross harvesting of grains in the past few yeers has-
exceeded 7 billion poods ]/ annually figures out at about 115 million metric
tons gross or biological yield, or about 92 m{llion metric tons net in barn,
using the usual loes figure of 20 percent from gross yield to net., These
claims may have no definite meaning for current production, bsceuse they
cover a numbser of years, and the relationship based on Soviet cleias between
gross and net yields is somewhat obscure, For cxample, last year Bulganin
claimed 124 million metric tons, or 100 million metric tons net, based on a
0-percent loss, Current CIA estimates, as well as averages for the past
several yaars, ere scmewhat lower than Soviet claims, probably indicating
that loss factors are larger than those shoun or that claims based on gross
yields are exaggerated, The statement alsc is made that "the extension of
irrigated areas and water supply to the fields will make it possible. to pro-
duce ... half a billion poods more vheat" a year. This would amownt to 106.6
million metric tons (net in barn on the basis of a 20~-percent loss factor) for
1951 had the plan been implemented. If accepted ac applied to current produc-
tion, however, the statement would be mislesding,

Of still greater significance in connection with possible attempts to
‘mislead is the Soviat statement.that "the extension of irriguted areas and
water supply" to cotton would result in the "production of 3 million tons
of raw cotton more per year," Had this bean implemented in 1951, the Soviet
claimed producticn for 1950 would be doubled. This statcaeat is grossly mis~
leading if accopted at face value as an accomplished fact, If the statement
that the USSR will produce more cotton than Indis, Pakistan, and Egypt com-
bined 1s used as an estimate of 1951 preduction, it would mean, according to
the Soviet claims, that they will produce at least 3.75 million metric tons
&f raw cotton, a gain of 0.75 million tons over last year. This would bs
much more in line with actual production than doubling the yicld, Similay
cleims are mads with respect to other agricultural products,

The increase reported 3n the socialized herds ownad by collactive farme
end state ferms doss not nscessarily ropresent cn actusl increase in total
livestock numbers but is largely due to changs in cunsrship boceuss imdividunl
owners heve been forced to 86ll their livestock to the collective farms ag a
wnols., The main obstacle to substsntial increases in actual meabars of live-
stock 1e the scute shortage of livestock fesd.

1. One pood equale 36,113 pownds,
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The increase in agricultural mechanisation shouvld result in a greater
productivity par worker. Sco far in the USSR the rate of increase in produc-
tivity por ferm worker as a result of increased farm machinery bas been con-
siderably slower than in the US,

The saction of the Beriya speech referring to poteatial increases in
crop and livestock production from the extension of irrigated arees and
vater supply asswumes the early completlon of very largs-scale constructicn
projects. Tha ccmpletion of such projects on schedule is hardly likely in
view of the difficulties of the projects themsclves, the unrealistic time-
table established for the various phases of the construction work, and the
high improbability of such large increases in crop production. Large in-
creasas in crop production in gemsral have been a perennial problem to the
Soviets,

As another example of a cryptic claim, the following statement by Beriya
might be Interpreted to show an increase in oil refining capscity during 1951
of 6 million tons per year; or about 14 psrcent of the required capacity as
estimated from present crude production. Beriya stated: ™ork for the _
bullding and oxpanding of oil refineries has developed on a large scale, New
works equipped with first-class Soviet techniques which begar to work this
year can by themselves process 6 million tons of oil ysarly." The question
arises here as to whether work was begun on construction of these plants in
1951 or whether they have already begun to operate at this capacity, The
former conclusion seems much more reasonable in view of an over-all estimate
of the situatlon., Similar claims less obscure and important are made on --
several other items,

The Beriye spesch shows that the Soviets have a 1951 Plum daspite the fact
that no fifth Five Year Plan hes bsen published as yet, The progress in in~
dustrial preduction mede under this Plan, sz reported by Beriya, is ccasistent
vith that made in recent years amd in gemeral is in line with independent
estimates. Apparently misleading end exaggerated claims, if properly amalysed,
may be interpreted as future plans, The somewhat bombastic statemenis of the
Soviets in comparing thoir production with that of Western Furope and other
countiies vhers they can shovw en advantags mey be trus, These statements are
misleading, howsver, becauses they omit comparison with the US, with regard to
which their production of pstrolswm is about ons-coventh, their electric powsr
output about ons—quertsr, snd thsir steel output less then one-third, ‘



