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YEE 1953 SOVIET STATE BUDGET*

Summary and Conclusions

Although the 1953 Soviet state budget, like its predecessors, etressed
maintenance of & high level of militery preparednecs and investment for
increasing production capacity, {t introduced a number of striking lnnova-
tions. Among these the most noteworthy vere the following: {1} inclusion
of the "cost®™ of the 1953 price reductions in the state budget; (2) e new
empbesis upon increesing agricultural production by means of railsing pro-
curement prices, greater investment in.Machine Tractor Statiouws, &nd re-
duction of the agricultural income tex; end (3) an increase in consumer
purchasing power through reducing the average turnover tax rate and state
loan subecriptions by the population.

Explicit planned allocations for defense in 1953 were slightly below the
1952 planned level, although they exceeded actusl 1952 expenditures {esti-
mated) in this category by ébout 1.5 percent. The small change in 1953
defense appropriations represented a sharp leveling off from the rate of
growth of the defense sector in 1951-52. In view of recent price reduc -
tions, however, the purchasing power of the 1953 defense allocations was

greater than that of corresponding ruble sume in 1952.

Total planned investment in fixed assets in the Soviet eéonomy continued
to increase 1n_;953 at approximately the rate prevailing in 1952.

_ Following the -announcement of the 1953 Soviet state budget, the Soviet
government released figures on investment in the consumer sector of the
economy which suggested that the decision to increase the output énd salz of
consumer goods was not designed to affect greatly the-traditional Soviet
rate of eggregate investment or growth of heavy industry. Additional re-
sources for the consumer goods sector vere to come primarily fram increments
to the national product, with explicit appropriations to defense being some-
vhat above the 1952 level.

¥ The entimates end conclusions conteinzd in this report represeut the bect
Judgment of the respoasible snslyst &6 of 16 ¥ebruary 195k.

P AOE RQ AR
,RE{.L;K‘-):‘—. l’t\?’ OGN [

11999



i. QYptroduction.

The Soviet state budget for 1953 was presented by Finance Hinister
Arseniy Zverev at the Fifth Bessior of the Supreme Soviet on 5 August 1953,
The anausl budget message and the "debates" which follow heve become in
recent years virtually the only source of aggregative information on the
performance-and plans of the Soviet economy, especially in its financiel
aspects. Zverev's 1953 message was less generous in dispensing factual
information than his 1952 meseage, but the published 1953 bucfget contained
more specific figures than the 1952 budget, ond Premier Georgly Malenkov's
speech on 9 August 1953 added a number of hints regarding the present
position of the Coviet economy snd the plans for future development.

The Soviet bufget, which is presented in consolidated form for all levels

»f government, finances the activity of all noneconomic organs {euch as .
acministration , defense, police, education, and health), traensfer poyments

to individusls {such as pensions and maternity aid), and the bulk of capitel
formation in the Soviet economy. Zts main source of revenu= is the margin
betwesn the cost of production and distribution of consumer goods and their
retail value. Part of this margin, however, is vot included in the stete
budget but remains with the economic enterprises and is used by them to
supplement budget sourcec of capital imvestment and for expansion of working
_capttal. As a rule, economic enterprises are independent accounting
entities, and their activities appear in the budget on a net basis, appearing
as their net losses, a tax on their pet profits, and new investment needs.
The Mschine Tractor Stations (MIS's) are an exception to this rule and enter
the budget on a gross basis. 1/* o

The most striking point in the 1993 budget 1s the inclusion for the first
time of expenditure and revenue entries concerning retail price reductions.
These items raise both sides of the budget by about k3 billion rubles and
render comparison with previous totel budgets difficulti. Zverev and Malenkov
both stated that the retall price reductions were reflected in the 1953
budget. The fact that they had not been imcliuded in the budgets of previous
years but had represented & loss to the state is evident from a compariaon
of statemente by Zverev in 1951 and 1953 concerning the relstion of the
price reductions to the state budget. '

* Footnote refereﬂces'in arsbic numerals are to sources listed iw the
Appendix.
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In 1951, Zverev said;

"The reduction of State retall prices for mess cone-
sumer goods; on an eunnual plan, will represent 27.5
billion rubles. ¥This sum represents a pure loss for the
State budget and, at the same time, is pure profit.for

’ the populatioq." 2/

In 1953, Zverev- said
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fI. Sources of Revenue.

. Total revenue ia the 1953 Soviet budget was planued at 5uk.3 billion
rubles, as compared with 509.9 billion rubles plennesd in 1952. Tbhis revenue,
however, includes 43.2 billion rubles which represent revenue ellocated to
the lowering of state retail prices carried out beginning I April 1G53.7 éy
‘¢his is simply e bookkeeping. entry and total revenue ig thus only 501.1
biliion rubles, which i{s only slightly above the realized L97.7 billion
rubles in 1952." A breekdown of budgetary revenues for the years 1949-53 is
.‘:given in Tab‘le l. Proba‘bly the main reason ‘for inclusion ‘of : the price re~
ty ns’ et ves :to, present & smuch; Le.rger appérent inereese:in’ -

. . are divide nto
cqrces includo

oms;,' reven S5 : .
tberprises, and loce.l taxes,

¥ Tabie 1 Foll&Ws on p.i5.
¢ The only'exc"’ptionz- dre: petroleun products, which e.lso are subject to the

_ \turnover tax _
e Table 2 follow _’on. o'
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Profits of the ijatiope} Econcmy of the USSR &/

19%9-53
Biilion Turrent Bubles
Year © Profits Paid into Budget Balance Retained
19""9 @«6 . h& 2 > _oh . ,
195y Tha7 ','26 9"
1095 i o881 29.7°
"-1953 Plan LG ~30 9':

,,*eports ofr_ the

consumer pm‘chasing pover, s 3 v
o of consumer goods on thg n.a.rket, Borrowing from the nopule.‘cion was nlanned 8t

.

* lable 3 toltows on p. 8.
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Table 3

Direct ‘faxes in the USSR a/

1G49-53

Biliion Current Rublee

Year © Flsoned o Actuay
Lage . 366 33T

P : t of K9T.7 lliou'rubles, actual 1952
minus’ 15.3 b;.llion ru.blea}r “The. difference between Khokhlov®s figure and
that of Malenkov (65-billion rubles) 1s 11.7 biilion- ‘rubles, which represents
' borrowing frcm Gavings banks and public organlzations not *nc’uded in ’
Malenkov ! & figure 9f '



IIY. Brxpznditures.

Scheduled buugctc.ry allocations in 1953 appzared fo lrcreese "ubst'intl&.,l,-
ly, but if the k3.2 biilion rubies allocated to price raduction are .dedusted;
ths increase was much more modest. T4 amcunted to 5.9 percent over 1952
actual revenus acd 2.2 perceat ovar the 1952 pien. The principai items of

expenditure in the Soviet budget are outlayc for Pinancing the neticpmi .
gconomy socialucu_l.tura.. activities, stste adninistration, end dafense.
Tuble b# gives a breekdown of planned and. ectusl ?xpeuditurea for Ahe yearg

_‘1'.92;9_.}5 and of pz,s.nned expenditu.ws for.. 1953 S

A k‘ina.ncigg the ile.’cioual Econo_:g_r

, -The: .@rgest item on the expe ditur~s side of the buﬂge.t i_s fmanc,ng
t hofnatloaa.l‘ 'conomy, vhich J.n 195 1t o

Solle Anza] ,yais of'-:thc, functi

ru bies showg bl a1y 8. 9 bi}lion Tubles:
3 "uditure' bringing the total budgetary ”ppropriat.z.o' fo
1:8:8° billion rubles i The budget?law: g-
of 3'9'0 bi_lion rubles utiof 137 : ubias ymen
of higher pro\,uro:m.;n‘c. prices’on: Jivestock products and ege{;ab_ges (6.5 biiifon:
‘yubles), {b}. opere.tiow expenses end nev equipment for MrS'e (2.4 billion -

- rublez, and. (e} reduction of egricultural tex Yevied on cm.lectivr fermers "

pereonal piots (k1 billion rubles). It i6 evident thet ifems (a) and.(b) =

‘expenditure i‘céma and that item (¢j is a.reduction in revenua item.

| "% Table L follows on p- 10.
" %% Percentages of totel 1953 expenditures given bt'alownr refer to nhe gnnounced
total; including 43.2 bill 1on rubles related to 1953 Price reductlonb
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2, Iransport and Communieations, Trade and Procurement, s
Hanicipsl Eoonomy.

Agide from the figores fov cliconticns to lodustry aivd opricuiture .
. L .. *
ths budget doee nobt reveal how the expendiituves for finsuciug Lhe notional

cconomy are &llocated by sector. Some of The aliocations were reveslsd o Y

other Soviet officlels: others caa b eslinsted on the basis of sarlier

yeare and studles of the budgets of the uniocn repubiicg; and ar.)n‘ cennot be
X

catimated; because of orgarizationnl changes {(nitroduced after Stalin'
death. Allocata_ond for transport and 'mzmu.gcatiom in 1953 were miazm&a gt
17.% billion rubles, 15/ en'lnerease of sbout & biiiion rubles over actunl
expenditures for transport and comumicatio_zs in1952. £llocattions for '
municipal_-.feconomy and housing in 19053 fucreesed over-1052 by an amount.
est.imated & aLout 2 biuion rubles., A large part of the- mocatiom; under

eypansicn of working C&plt&l capita‘ repﬁirs, a'xd o*her
stockpﬂes am st}bsiﬁ* ee}." A smaller amoant of ce.pital

£, stato. enterprisec, Totel plannea (‘&Dita.l investment dm‘ing
udgetea a:xd nonbudgeted amounted to 3.71 2 vil1d lon rubles,* GE

. Capital repaira and i~wez,tment& of collegtive Tarms from t} oNp res
. source»s are not mc Iuded,
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this totzl; 156.1 billion rubleg were allocated to fixad capitel and 15.1
billion rubles to expansion of working capitel. %he planned outlay of the -
state amounted to 111 billion rubles, while the planved investment of entey.
prises from their own funds amounted to 60.2 billfon rubles. Fhe breakdown
of cepital imvestmeot for 19:9.53 is shown in Table 5.

Table &

Capital Formstion in the Econcmy of “the USSR
. ' 19}}9:'53 - o

. Billfon Currént Rubles

aich-enterpri e scheduled to contribute from thelr o
‘the-increase -initheir vorking funds ‘rose again from- 57:2 perce
.cent.. "This increase seems to indicate that in 1953 somewhat

spongibility glven. to chiefs ‘of ‘enterprises in arryi ng: out;
oblizations under-business -accountability (khograchet}, = -+




B §ggiaiw5ultural Ectivities,

Allocations ip the budget for sccisl-culiural Purposes in 1953 amountaga
to 129.3 billion rubles, sxceeding the plenssd sllocations of the preceding
yeer by 5 billiow rubles, or L perceat, The plannsd allocation for educetion,
which includes scientific research, was increescd by 2.1 billion rubles over
1952, and plann=d allocations for bealth and phyzical education were iac reased
by 2 billiow rubles. Ailocations for social gecurity, 6ociel insurance, and
grants to mothers were combined into one allocation of 42, 9 billion rublpgﬁ

0.9 billion rublee ;a:ger thayn the corrssponding exlocation for 1952.

c. utate Administration. | , ’

- The planned allocation for stete administrat*on.in 1953 was 14.3 bil-
“lton rubles ‘as’ Compared to 144 billion rubles in 1952. Stnee Zverev and
others claimed savi a~’6.5 billion rubles} In the:cost:of maintalning

=X hes- very'probably cover g wider range- of state
, _denoted by the term administration.;:-

udgétary allocatiou for dﬁfense 13.1053-*as
tiongof the budget draft, Zverev @
nd P .

sclosnd in i
ufled‘ u othar categoriesg such as ca ita,‘

hﬂnges 1n prirec of producer goodsp the 1ncrease in ap-
99 in reel terms is considerably less thau ipdicated in
~in’ 1953 is somewhat graater. . Information on- the
reductions for producer goods in 1953 is not arailablcb
there is no way of measuring the real increuse over 1952 17/
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Defense Appropristions im the Budget of the WSSH

1940-53
Planned Actusl
{Pillion iBlllion =~ PFercentege Increase
Curreant Current Plan over Actusl
teer Rubles; Rubles; of Preceding Yeer
gk - : 56.1 -
26k

19k 709

5 eductions emounted to 3. ;

loan services. t9.9.8 blllioh rubles, and the balancd carried over in re-

) public and’ Tocak budgets was_ 3.1 billion rubleo, radueing the residual to
. 27-6.billion rubles. : She residusl is simost fully accounted for, if it is
-assumed that &locations for im:ernal secu_rity, the. reaerve funds of the

"Council of- I-.ln uterso and thP allom.n* %o spocial banks w re carried pt




eez__nanating fraw Soviet official ‘sources should be evaliuvsted either 1 or 2
,j(confirmed by o*her saurces, or nrdbably true; .
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The statistical date glven in this regort on Sovie® stete budgets for
the years prior to 1953 have noi been systematically documented. The most

convenient single zource for most of these gata ig State. ¥Moscow Despatch
..{G: 706 dl lﬂpr l9’)£ > T

The specific sources of {nformaticn on Soviet stste budgets given be-
P & ©

-low are oot indéividually evaluated. In general, however; budgetary data

.

V.A. Shavrln, Gasudarstveunyy'byudzhet 885, Moscow, Gosfinizdat,
1951, 13 lh9-150, U. R
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Its Development and
chio, 1951, p. 93.. U.

A"Pravda 30 Aug 1953._ =
# Travda, 6 ‘and 10iAug 1953

15% Plotnikov, op. elte

46. 1952 Budget.Speech, Fravda, 7 Mar 1952. ©.
5l7§ff”ravda 9 Aug '1953. W,




