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Introduction

As the USSR's production level continues rise, the problem
of disposing of such surpluses as emerge continues to become

economy increasing its efforts in the direction of hire-pur-
chage, advertising and market research has a fascination all
1 own, ¢

- But in the heavy industry sector the excessive output of
coal for example, which began almost two years ago (Background
Information, 16th Decemberl958) is now forcing on the Kremlin
a large scale reduction of the mining labor force, In the Don-
bass 80,000 miners are to be fired during the next five years
(Kiev Radio , 28 '/July 1960) and for the USSR as a whole, it is

lanned to sack 130,000 coal-miners during the 1959-65 period.
?Pravda, August 8th, 1960), It is difficult to determine the
total mining labor force at present, but for 1955 it was cal-
Culculated as 832,000 by the ECE.L Probably the total had grown
%o at least 1,000,000 by 1958, when stocks began to become  em-
barrassingly large, and if so at least one Soviet miner .in ten
will have to “e retrained and found a new job if unemployment
is to be avoided. -

; IEconomic Survey of Europe, 1957, Geneva, Chap. ¥Ii1; ps ik,
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In the construction industry the percentage of wgrkers to.

be eliminated is, much higher. According to Pravda,about
1,000,000 manual laborers are %0 be dispensed with in this in-
dustry alone during the 7-year plan. Here the number of workers
is known with some precision, because in 1958, at the end of
which the dismissals presumably began, Ehere were 4,369,000 per-
sons employed in the building industry. Thus in this case almost
one worker in four will find himself compelled to seek a new job
y 65, e building industry has always been distinguished

by its high labor turnover, but never before has it faced numeri-
cal contraction on this scale.

Some other branches of heavy industry are known to have ac-
cumulated surpluses of products as opposed 1o man-power, but pre-
sumably redundances must follow, as they did in the case of thg
coal industry. Among them power-producing equipment,4 sulphur,
crane mixers, clay mixers, tank bottomg, some types of machine
tools and grain-cleaning machines (see Appendix 2 below) have
already been publicly mentioned. -‘.‘

In these cases the marketing devices used to reduce the con-
sumer goods surpluses are of no avail, and the central press
is blaming the Gosplans of the various Republics concerned,
as well as of the USSR, for negligence. In Soviet heavy indus-
try the lesson that it is easier to produce than %o sell is
still being learnt. The Republic Gosplans are responsible for
informing lMoscow whenever a particular market becomes saturated.
Sometimes they fail to do so soon enough, and sometimes even
when the warning has been given, Gosplan USSR is up tg 18
months late in ordering the cessation of production.® On these
occasions the unfortunate factory concerned has to hope that
its appeals will be conveyed to "higher echelon', in the form
of the Council of Ministers of the USSR, before it can expect
a satisfactory decision.

In the consumer goods sector, the following articles are
now reported to be in either surplus or adequate supply (Izvestia.
4 August 1960): rice, most confectionary goods, macaroni and J
tobacco products, vegetable and animal fats, canned vegetables,
canned fruit, canned fish, tea, kerosene, petrol, herrings,
washing and toilet soap, lace-ware, motor-cycles, rubber foot-
wear: As the deputy Minister of Trade of the RSFSR, M. Deni-
sov, has delicately put 1t

28th August 1960, article by G. Zelenko, Chairman of State
Committee on Technical Vocational Training.

3National Economy of the USSR for 1958, Moscow, 1959, p.659.
4Backgg'ound Information, 2 August 1960.
5See Appendix 2 below.

6Ekonomicheskangﬁazeta. 12 July 1960, Appendix 2 below.
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"The existing excessive Centralization of the planning of
goods impedes the reorganization of wholesale. and retail
trade. "

Coming three years after Khrushchev's "reorganization of in-
dustry", his remark is fair criticism.

In the RSFSR regulations lay down that stocks of food held

by trade organizations should cover 33 day's requirements, but

in fact they were sufficient in August this year for 56 days.
COnsequently storage problems have become acute, and the Mini-
ster recommends that instead of centralized distribution, a
system of "free buying and selling" should be instituted for
the types of goods now in surplus. As he says, "this would im-
brove matters."

This unusually pragmatic communist also recommends that
for consumer Z0ods, planned output should be made dependent
Wl sales as from 1965. Another major step towards a "social-
is

market economy can therefore be seen to be in the making.

: S F A
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: : LIVING STANDARDS AND CONSUMER GOODS

By Marshall I. Goldman
Problems of Communism

§eptem5er:50t05er 1960

: Today our task is to tip the scales in world pro-

h : duction in favor of the socialist system against the ca-
pitalistic system, to surpass the most advanced capital-
ist countries in labor productivity and output per head
of population, and to attain the world's highest living
standard., In this stage of the competition, the Soviet
Union intends to surpass the United States economically.

—— N. S. Khrushchev, "Target Figures for the Econom%g

Development of the Soviet Union," Soviet Booklets, No,
47, London, 1959.

IN OUTLINING THESE GOALS of the Seven-Year Plan, Khrushchev
did not mean to imply that success would come easily. He
knows that particularly with respect to the standard of liv-
ing there is & wide gap to be overcome, for of all the areas
of competition with the United States, 1t is in this field
that the Soviet Uhion lags farthest behind. Nevertheless,
the rapid expansion of consumer goods production in the USSR
during recent years, as well as the reforms that have been
introduced in marketing procedures, reflect the serious de-
termination with which the Soviet Government is approaching
its ambitious program. It is the purpose of this article to
assess the consumer goods targets of the Seven-Year Plan and
to consider the changes which  the increased flow of consumer
goods has thus far brought about in the structure and opera-
tion of the Soviet marketing system. An attempt will also be
made to0 gauge Khrushchev's predictions against prospectiye
consumption and marketing patterns in the United States.

!

Growth of Retail Sales &

By the time Stalin died in March 1953, the wartime de-
struction of a large portion of Soviet manufacturing facili-
ties had been repaired, and industrial production had risen
well above the prewar level. The long-neglected standard of
living of the Soviet people, however, had improved only im-
perceptibly: it is estimated that real wage income in 1952,
although slightly higher than pre-war, was still below the
level which prevailed in 1928, the year before collectiviza-
tion. A significant improvement in the material living

1 7he author wants to express his thanks to the Russian Re -
search Institute of Harvard University for its assistance in
the preparation of this article.

The article is an expanded version of "The Soviet Stan~
dard of Living," which appeared in the July 1960 issue of

Foreign Affairs. Permission to republish must be obtained

From the Council on Foreign Relations, Inc., New York, N, Y.
2 Janet Chapman, "Real Wages in the Soviet Union, 1928-52",
Rev1ew of Economics and Statistics, May, 1954, p. 147. Even
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conditions of the population took place only after Stalin's
death.

An inspection of available trade data indicates the ra-
pidity of the change. Retail trade increased by 23 percent
in the second quarter of 1953, and by 26 percent in the se—
cond half of the year, This was, on the average, about double
the quarterly increases in 1952, and triple the increase of

~ the first quarter of 1953. Moreover, there appears to have
been an even greater expansion in rural trade. Sales in the
gountryside increased by 30 percent during the first half of
1953, and by 32 percent during the second half,3

After the immediate post-Stalin surge, retail sales con-
tinued to increase at a somewhat more subdued but nevertheless
fairly rapid rate. While consumer goods production has con-

ytinued to take second place to heavy industry, and while many
of former Premier Malenkov's more optimistic plans have been
abandoned, the living conditions of the people have been im-
proving steadily, By 1959, yearly sales of consumer goods
were about double the sales of 1952, Stalin's last full year, 4
Whether or not this rate of growth indicates that the So-
viet Union can Oovertake the United States in living standards
within the foreseeable future will be considered later. At
‘this point attention will be focussed' on the pressures created
by the recent expansion of trade, both on the population and

on the distribution network.

While life has materially improved for the Soviet citi-
zen, there is every reason to believe that the increased sup-
Ply of consumer goods has only whHetted his appetite rather
than satisfied his needs., The Russians have found that new
apartments stimulate demand for new furniture, that new suits
create a desire for new shoes,® So goes the unending process

Wof demand generation, a phenomenon well known in the consumer-—
oriented economies of the West,

' In addition, consumer demand in the USSR is being stimu-
lated by the growing exposure of Soviet citizens to Western
living standards. More accurate information on the way of
life in the West is being provided by the large number of

2 (Cont'd) though it is probable that there were more workers
per family in 1952, production of consumer goods was always
of minor importance, : .

3 Data from Pravda, April 20, July 23, Oct, 28, 1952; Jan.
23, July 17, 1953; Jan. 31, 1954, - .
4 Because of changes of definition in data coverage, this is
an approximate figure.

5 Sovetskaia Torgovlia, April 15, 1958, p. 1.
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Western tourists visiting the Soviet Union each year, through
the distribution of Western magazines such as Amerika, and by
Western exhibits in Moscow. The frequent vigits of Soviet
delegations to Western Europe and the United States have had
g similar impact. This was particularly true of Khrushchev's
Americen trip, thanks to the relatively complete descriptive
and visual coverage given in the Soviet press and news films
of the sights the Soviet Premier had seen: the private homes,
the farms, the highways, and the supermarkets.

_ In meny respects, indeed, the Russian eppetite for con- &
sumer goods needs little stimulation. The latent demand and
the financial capacity for implementing it are in abundant
evidence, at least among the favored groups of the Soviet pop-
ulation. The author personally met members of the upper and
middle income strata who had the 25,000-40,000 rubles (two-
and-a-half to four times the average yearly wage) needed 1o
purchase & Russian carj they had been on the walting list for
three years and expected %0 wait several more. Khrushchev
mey be entirely correct when he asserts that the American sys-
tem of individual automobile ownership and the resultant traf-
fic problem demonstrate an irrational use of economic resour-
ces., However, his pledge to spare the Russians this problem
by substituting a taxi pool for private car ownenghip hardly
coincides with the dream of many Soviet citizens.

The contrast in living standards, of which many Russians
are now aware, has had a marked demonstration effect. Thus
the author of one frank letter to a Soviet newspaper went SO .
far as to criticize the emphasis on such technical triumphs
as the Sputnik and the Tupolev jet airliner. He then dared
to suggest -- and significantly, the paper printed his sugges-
tion —- that a more important challenge to Soviet industry
would be to produce a pair of shoes that would wear as long as
those made in the West./ The realization that other nations,®
and even other members of their own society, have a vastly
superior standard of living accentuates the desire of the
average Russian to obtain the same things; and the political
pressure for more living conveniences rises accordingly .

Reform of the Marketing System

The growth in consumption has also had important reper-
cussions on the functioning of the trade and distribution
network, and has led %o considerable changes, both voluntary
and involuntary, in the operation and structure of the mar-
keting system. The resulting innovations can be divided into
two categories: (1) those introduced to improve the efficien-
cy of the existing trade network; and (2) those designed to
cope with the phenomenon of "overproduction", an unusual plan-

ning problem for a Communist state.

6 Rebochaia Gazeta, April 3, 1959, P. 2.

7T sovetskaia Rossiia, October 4, 1959, p. 4; also reported
in The New York Times, October 13, 1959, p. 4.
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Although the volume of trade turnover has shown an im-
pressive increase, the trade network itself has been enlarged
at a much slower rate, By 1958 the absolute volume of trade

consumer has been forced to queue up in front of stores at in-
convenient locations, However, until there is a willingness
to divert more investment funds from heavy industry and hous-
ing, all efforts will probebly be concentrated on improving
the efficiency of the existing trade network rather than on
expanding it,

distribution'network, The Soviet authorities have introduced
u:a. series of "progressive" marketing methods, Since 1953, over
1,500 stores have been converted to self-service in the RSFSR
alone,9 Similarly, vending machines dispensing everything
from beer to eau -de cologne have appeared throughout the coun—
try. A national mail order firm, Posyltorg, sends goods to
“provincial_areas, thus reducing the need. for retail outlets,
These "progressive" institutional innovations, to be sure, do

Yet, on the whole, they have permitted the existing distribu-
tion machinery to dispense an increased volume of goods.

5 k
Finally, in an effort to improve the collection ang sup-
Ply of fresh agricultural productg, the authorities have

8 Vo rosy Ekonomiki, No, 8, 1959, p. 55. Naum Jasny disputes
& the increaseq sales figure of I‘ZO% - The Soviet 1956 Statisti-
cal Handbook: A Commenta - Michigan State Press, East Lan-
sing, Igsfs P. 178, :

9 Sovetskaia Tor ovlia, August, 1959, i T For a more ela-
borate description of the operation of Soviet_self—service,
see this author's "Retailing in the Soviet Union", Journal of
Marketing, April, 1960.

10 A ecase where self-service has resulted in a larger work
force instead of smaller one is described in Sovetskaia Ross-—
dia, August 1, 1959, p. 2, Seé also Sovetskaia Torgoviia
January, 1959, p. 10 and July 25, 1959, p. 4. A Polish car-
toonist has bitingly summed up the difficulties connected with
vending machine operation in the Soviet Union. He depicts a
vending machine surrounded by a guard (the Russians are dis-

" gets safely). Reprinted in the New York Times, February 23,
1958. Magazine Section, p. 23, _
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expanded the functions of the middleman. Such products may
now be transferred by the peasant or kolkhoz to an office of
a consumer cooperative, which undertakes to sell them for a
commission. Title is meanwhile retained by the peasant or
the kolkhoz, who thus bear the risk until the produce 1is sold.

. The prime purpose of this arrangement is to reduce the impor-

tance of the kolkhoz merket. While one may rightfully ask how
Marx would have Tegarded such a resurgence of middleman acti-
vity, the essential fact remains that the experiment has re-
sulted in increased competition for the kolkhoz markets, Ire-
duced prices, an improved division of labor, and, most impor-

tant, a better supply of agricultural goods in urban areas.

More recently, other innovations of a somewhat different
nature have been introduced.ll In this case the purpose has
been not so much to make better use of existing facilities,
but to promote the aale of certain products, mostly expensive
varieties of watches, bicycles, television sets, radios and
cameras, whose sales have fallen below expectations.le Unus-
uwael steps were taken last year to dispose of such overstocked
items., On July 1, 1959, the prices of almost all the more exX-
pensive models of these commodities were reduced 15-30 percent,
and the "sale" was widely advertised and promoted. Subsequen-
tly it was also ennounced that the items in question would be
sold on an inigallment_basis, with interest charged on the un-
paid balance. Such techniques are, of course, familiar in
the West, and they are almost always associated with a buy-
ers' market and overproduction. The decision to adopt them
in the Soviet Union -- the interest charge in particular --
must certainly have perturbed the more orthodox among the Com-
munist leaders.

The phenomenon Of advertising in a Communist economy .
warrents special attention. There has recently been a notable
increase in its scope and importance in the USSR: not only
billboards and truck-side advertising, but even radio and TV v
commercials are now being widely used. All this, along with
the staging of the first All Socialist Advertising Conference

11 'For = more detailed discussion of these reforms as well as
the preceding changes, see the author's "Marketing -- 2 Lesson
for Marx", Harvard Business Review, January-February, 1960,

. Pe. 19

12 Tsentralnoe Statisticheskoe Upravlenie, Narodnoe Khozial-
stvo SSR v 1958, Gostatizdatl, Moscow, 1959, P. 704, indicates

that radio, watch and bicycle sales in 1958 were lower than

in 1957 and/or 1956. The First Deputy Minister of Trade of
the RSFSR, D. D. Korolev, stated during a recent visit to Bos-
ton: "A few years ago, We discovered that we had produced too
many radios and cemeras. We produced more than we could sell

under the existing conditions."

13 govetskaia Rossiia, July 1, 1959, P. 4, described the
price reductions. The jssue of August 16, 1959, P. 4, out-

Jines the procedures for installment sales.
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in Prague in 1957, the holding of a nation-wide competition
for the best window display in the Soviet Union, and the for-
mation of several Soviet Republic Advertising Agencies in late
1958, represents a significant change in policy. What only
three years ago was regarded as heresy is now considered an
important marketing tool,l4

ized. Not only has the power to make major decisions been
transferred to local planning units, but the operating enter-
Prises themselves have been given increased discretion in con-
ducting their own operations, Moreover, despite the strong
ideological distaste for the participation of non-producing
and non-consuming agencies in the flow of g&%ods from producer
to consumer, trade shows and exhibitions (yarmarki) have
greatly increased in number and importance. Wholesalers ol v,
each commodity line hold at least two shows a year for the
traditional purpose of matching buyers and sellers.  Not only
are newly manufactured goods marketed in this way, but slow-
moving items, already on the shelves, are resold and recir-
culated by means of such intermediary operations.

To sum up, sighificant innovations in Soviet marketing
have been introduced since 1953. While various reasons may
be adduced for the reforms, including the desire to improve
the living standard of the Soviet consumer, the increase in
sales valume was probably the most important factor. The en-
- larged flow of consumer g00ds gave rise to two new develop-
ments., On the one hand, it inspired a series of ideologically
unobjectionable institutional and technological innovations
designed to improve the efficieggg of the distribution net-
work, On the other, it gave ri to economic phenomena that
forced the introduction of marketing techniques theretofore

traditionally stigmatized by Communists as distasteful fea-
tures of capitalism,

The Seven-Year Plan

It may well be that as retail trade continues to expand,
Soviet marketing methods will come more and more to resemble
those of the West, But the crucial questions to be considered
now are: How fast will the Soviet Union grow, and will it
overtake the United States with respect to the standard of liv-

ing?

Let us turn first to the Seven-Year Plan. 'By past stan-
dards the consumer g0o0ds targets originally announced under
the plan were relatively modest. Whereas during the immediat-
ly preceding years the average increase in sales volume had

14 p, ». Korolev, during the visit mentioned in a preceding
footnote, also stated that the Russians would welcome any in-
formation from American advertising agencies that might im-
prove the technique of Soviet advertising.
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been almost 10 percent annually, the projected increase from
667 billion rubles in 1958 to 1,080 billion rubles in 1965
would have meant an'overall increase of 60 percent, or only
about 7 percent annually.l5 However, in October 1959, less

' than a year after the announcement of the Seven-Year Plan
targets, the Soviet Government called for a much greater ex-
pansion in the production of consumer goods. Although the
goals were projected only three years ahead, the planned

~ average rate of annual growth from 1959 %o 1961 was increased
to slightly more than 12 percent, or by a total of 42 percent.16
1t seems fair to say that this sudden raising of the targets
was the fruit of the psychological seeds mentioned earlier,
the most fertile of which undoubtedly was Khrushchev's visit
to the United States. ;

There is at present no indication that the Soviet govern-
ment plens to maintain this pace beyond 1961, It may be as-
sumed, however, that if they succeed in meeting the 1961 goals,
maintenance of the 12 percent growth rate will be attempted
through 1965. ' .

As for food targets, the most significant aspect of the
Seven-Year Plan was its call for the Soviet Union to surpass
the United States in per capita production of butter, milk
and meat. Indeed, on December 26, 1959, Khrushchev announced
that Soviet per capita productfbn of butter and total produc-
tion of milk had already exceeded that of the United States.
Considering the low levels of agricultural production during
the collectivization famine of the 1930's, this is quite an

accomplishment. But as the American economists D. G. Johnson
and A, Kahan have pointed out, the relation of Soviet produc-
tion of meat and milk to American production of these goods
has improved little if any over the prerevolutionary era when
Hussia was & major livestock producing nation,l7

15 sovetskaia Torgovlia, March, 1959, p. 6. To some extent,
this is = problem of numbers. As the base broadens, it takes
a larger and larger absolute increment to maintain a g ven
percentage growth rate. This was something Western statisti-
cians had often cited when comparing early Soviet growth with
that in more advanced Western countries. 1t is somewhat ironic
to see the Russians now claiming the same defense. Sovetskaia
Torgovlia, February 1959, p. 44, and April 1959, p. 10.

16" Pravda, October 28, 1959, p. 3.

17 Joint Hconomic Committee, Congress of the United States,
Comparisons of the United States and Soviet Economies, G.P.O.,
Washington, D. C.y ley Pe 222,

b‘_«
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It must also be remembered that the standard of living
is not solely a matter of production. Distribution and mar-
keting must be improved with rising output. It is one thing
to show that certain things can be Produced; it is another to
provide them to the consumer in a fresh state and when he
wants them, Thus, in the same speech in which Khrushchev
claimed that per capita butter production in the Soviet Union
is higher than in the United States, he also complained that
Omsk had no butter in its stores and that milk and meat short-
a8ges were reported in Kharkov, Rostov and other areas.

Soviet production and consumption of soft goods other
than foods have similarly improved in the post-Stalin years
and are to continue to grow under the Seven-Year Plan, While
the over-all average increase in production of such items is
to rise by approximately 50 percent, the output of specific

Clearly, the Soviets have brought about a vast improve-
ment in the supply of consumer goods, at least compared to
the dreadful days of the early 1930's., While they should have
done much more, and done it sooner, the fact remains that they
are on the verge of overtaking the United States in total pro-
duction and consumption of certain food and soft items. - The
more important test, however, will come in the field of dur-
able goods, ' :

Under the Seven-Year Plan, sales of consumer durables are
to increase at a rate much higher than that envisaged for the
field of consumer 800ds as a wholé. Thus, for example, the
original plan called for an annual increase of 26 percent in
the sale of washing machines; the revised Plan raises the fi-
gure to 38 percent. Ftor refrigerators the corresponding fi-
@Bures are 22 and 30 percent, and for television sets 19 and

25 percent -- as well above the over-all averafe sales growth
Projections of 7 and 12 percent, respectively,l8

TABLE I, which includes a comparison of unit. sales of various
durable items in 1953 and 1959 with the planned sales for 1965
under the original Seven-Year Plan targets and the revised
production estimates projected to 1965, gives some idea of

the anticipated growth.

Taking the maximum variant, we find that by 1965 sales
-0f Russian washing machines are scheduled to reach 4,750,000
units, which would exceed 1959 American sales of 4,010,000.
For refrigerators, the original Seven-Year Plan goal for 1965
as well as the revised goal are lower than 1959 US sales.
This is also true of the other durable goods included in the
table. At best, sales of refrigerators in the USSR in 1965
Will be three-fifths of US sales in 1959, or a little over

7

13 Planovbe,Khoziaisivo,:No;.2,.1959,ap.-63a
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two million units. Yet, considering that total sales of wash-
ing machines and refrigerators in the Soviet Union were only
3,600 and 50,000 respectively in 1953, and 670,000 and 415,000
in 1959, the 1965 goals point to a further significant improve-
ment notwithstanding the fact that, at best, the USSR is ex-
pected to surpass the 1959 US figures in washing machines on-

Yy

The USSR is much farther behind in housing and automobile
production. Even though housing construction under the Seven-
Year Plan is to be 2.3 times greater than in the preceding
seéven years, a noted Soviet economist, V. Nemchinov, asserts
that 55 percent of the housing to,be completed under the plan
will be needed just to maintain present low housing standards,
taking into account demographic growth and normal housing de-
preciation. Figuratively speaking, the Soviet Union has to

\irun merely not to lose ground.

While the Soviet government seems bent on duplicating
some day many aspects of American life, matching the US auto-
mobile output is not a part of their current plans. Thus au-
tomobile production is to expand from the 124,500 units pro-
duced in 1959 to 200,000 units in 1965, but the government
does not exhort Soviet workers 1o overtake the ‘1959 US produc-
tion figure of 5,590,000. It simply cannot afford, nor does
i1t desire, to divert from heavy industry the resources which
€veén a modest fraction of the US production would require.
Consequently, instead of a rate of growth equivalent to that
of the other rapidly expanding durable consumer goods items,

- the projected Séven-year increment in automobile production,
amounting to 64 percent, is not much’larger than the planned
Over-all increase in retail Saleaﬁi #

Let us now evaluate briefly the prospects for achieving
production increases .of the magnitudes indicated above, and
@#hus for realizing Soviet consumer goods goals., The past re-
¢ord in this respect is not encouraging for the Soviet con-
Sumer. The Soviet Government has always regarded heavy in-
dustry as the most important economic sector, and consumer
g00ds as dispensable, During the prewar five-year plans the
targets for consumer goods were almost never adhered to.
This background warrants a certain amount of skepticism toward
Planned increases in the immediate future. '

: But while heavy industry still enjoys thé highest prior-
ities in Soviet planning, &n improvement in .the supply of con-
sumex goods is clearly considered more important today than
ever t '..ore_.5 gstail sales in 1960 are to inefease by 6.9 per-

cent OVG%Q -— & Vvery modest rise to _bg__,-usure, but none-
. SR ' ' '

,:;g
19 “Nekotorye problemy planirovania narednovo khoziaistva"
(Some Problems in the Flanning of t@e“Ng;&bnal Economy), Kom-

munist, No. 1, 1959, p. 86, e
20  Pravda, October 28, .1959, p. 3.
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theless significant. Moreover, Knrushchev apparently expects
that the required production increases in consumer industries
will be achieved through improved egficiency and productivity,
with 1ittle new capital investment.2l Better use of waste

and scrap may, indeed, result in some added production. How-

rever, it seems unlikely that the 12 percent average annual in-

crease reguired by the revised 1961 consumer goods targets

can be achieved without substantial investment and a more Ia-—
pid sales increase in 1960, If anything, the 6.9 percent rate
of growth barely meets the (7 percent annual growth rate con-
templated under the original Seven-Year Plantargets. By the
Same token, unless Khrushchev can be persuaded to allocate a
considerably larger portion of Soviet economic resources %O
consumer goods production, his chances of fulfilling even the

original 1965 goals are very slim.

Problems of Comparing Living Standards

But let us assume that the Soviets will attain their
goals, and that they will reach Or surpass American produc-
tion levels of various consumer goods. Will this mean that
they have overtaken the United States in living standards?

To attempt to answer the question, it is necessary first to
discuss some problems of ‘measuring consumption levels where
large stocks of consumer durables are involved. (These are
well-known problems in measuring stocks and flows in the ca-
pital goods industry.) In addition to considering what has
been newly consumed in the course of each year, it is also
important to take into account goods that were purchased in
previous years and are still in use., In other words, with
the purchase of a durable consumer good, the standard of liv-
ing is improved for the current as well as a number of subse-
quent years. Thus, if the volume °§ retail sales continues
to grow at its present rate in the oviet Union, one can al-
most anticipate a geometric rate ‘of improvement as the stock
of consumer durable goods is expanded. '

The special characteristics of durable goods consumption
have two further implications. First, we must assume that
prior to Stalin's death actual Soviet living conditions were
even worse than the simple retail sales data suggest. This
ig so becauge such a large proportion of consumption expendi-_
tures went into items that were completely consumed during
each year. Second, the disparate content of consumption and
the consequent variety in consumption cycles make comparative
studies of relative standards of living, both internationally
and over protracted periods of time, even more difficult than
has already been suggested by verious writers. How is one 1o
describe in statistical language the relative standards of
living of two countries when one country has a large stock of
consumér durables and the other. does not?

Any attempt to make such com arisons is further compli-
cated by quglitative differences (regardless of durability)

21 New York Times, November 1, 1959, 4th Section, p. 4.
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between consumer €00ds produced in different countries. To
say, for example, that in 1965 the Soviet Union will produce
llg percent of the total of 1959 washing machine production
in the United States is meaningless unless some way is found
of taking into account the different qualitative characterisg-
tics of theunits produced in both countries. (At the present
time almost all Soviet washing machines are of the wringer
type, with a very limited washing capacity.) Or how can one
compare housing when residential building in the United States
consists Primerily of private homes, as against g Preponder-
ance of semi-private apartments with Jointly shared kitchens
and toilets in the Soviet Union? Moreover, even if commodi—
ties 'somewhat comparable in nature ecan be found, the compari-
S0ns remain suspect because of the generally poorer quality
of products in the Soviet Union,

‘-, Finally, "consumer sovereignty" -- vague as this concept
may be -- must be considered before comparing standards of 1li-
ving in éxclusively quantitative terms. It is not necessary
to prove that the consumer in the United States is an absolute

TO ILLUSTRATE the "stock" conceptign the measure of living
standards, an attempt has been made in Table II to calculate
the stpcks_of various appliances as they existed in the Sov-

items prior to 1950 were almost nil, the danger of making any

significant error by disregarding them is small, If anything,

the present estimates are too high and represent maximum
8tocks. The fact that no allowance hfs been made for replace-

ate the Soviet figures,

for the poor quality of Russian consumer 800ds is common know-
ledge. Two possible estimates are offered for 1959-65, The
larger, a projection of the revisegd goals for 1961, is cer-
tainly the upper limit, On the other hand, the original goals
of the Seven-Year Plan are not necessarily the lower limit; o
they should be considered a median estimate,

Different problems arise in the. search for eomparable
data for the Unitead States. Because American stocks are sub-
Ject to much wider fluctuations, it was considered safest to
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many* American families now own duplicate sets of radios, tele-
‘vision receivers ang even refrigerators, the comparison in
Table II tends to overstate the availability of Soviet dur-
ables while understating the corresponding United States fi-
gures,22

Regardless
the stock of Soviet washing machines will equal only about 16
million units by 1965, or ng more than 35 percent of.thg num-

1965 between Soviet and Americen stocks of other consumer
lurables, All this is not meant to imply that washing ma-
thipes, rei‘rigerato;’s, television sets angd radios are the on-

living area in the United States in 1950 was approximately
.~€69 square feet, or more than double the 11965 Soviet goal,24
onsidering the housing boom since 1950, it is logical to sup-
Pose That the present US per capita figure is even higher,

Conclusion

What is to be concluded from all this? First of all,
the Soviets are seriously determined to match not only the
heavy industrial production of the United States, but also its

22  Fop eéxample, compared with a stock estimate of 155 mil—
lion radios in the United States, the number of American
households Possessing radios is about 50 million. Electrical
Merchandising Veek, January 18, 1960, p. 59,

23 Nemchinov, op, cit., p. 86. (See footnote 19).
24 . Pnis estimate 1s derived from data found in Ieo Grebler,

David M. Blank ang Lewis Winnick, Capital Formation in Resgi-
dential Resl Lstate, Princeton University ress, Princeton,
1956 82 d

s PP. and 119,
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standard of living. In attempting to do the latter, they
nhave shown & realization that improved retail trade is a con-
venient political tool for assuring public allegiance., But

/ in trying to overtake the United States in consumer goods
sales, they have also encountered meny problems familiar in
America. As long as the consumption level ig kept low and
the consumer is given more money than goods to buy with it,
there is no difficulty. Whatever is produced is sold. But
when conditions improve even slightly, new troubles arise.
The Soviets have found that the consumer ig fickle and that
demand cannot be precisely estimated and planned, as they had
always assumed. Where the market is thinner certain commo-
dities (usually those with higher price tagss simply do not
move. The result is that the Soviets have had to fall back
on capitalistic expedients such as advertising, consumer cre-
dit, and middlemen.

The standard of living will doubtless continue %0 im-
prove in the Soviet Union, regardless of the chances for par-
tial or total world disarmament. But a visit to any Soviet
apartment off the main street or a drive through any Russian
village makes it only too obvious that the time when the USSR
may overtake the United States in living standards is hardly
in sight. ; ‘

At the opening of the 1959 American fair in Moscow, Pre-
mier Khrushchev asserted that "after the fulfillment of the
Seven-Year Plan, we will need five years, maybe less, to over-
take the United States in total and per capita production."”
Even if this were 80, he should know that overtaking the Uni-
ted States_in the production of specific commodities is not
enough, Production must be sustained over a long enough per-
jod of time to allow the acquisition of these items by the
average citizen. This is not to say that the USSR will never
heve stocks of -consumer durables as large as exist in the
United States; but considering the distance to0 be overcome
and the past Soviet record in consumer goods production, the
possibility of the Russians catching up within the present
generation seems Very remote indeed. ]

(\
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ii,UNIONéREPUBLIC GOSPLANS BLAMED FOR CONTINUED PRODUGTION
OF OBSOLETE AND UNSALABLE GOODS

++The Soviet citizen 8ees around hin hundreds of innovations
and observes: Just a year or two ago0 these digd not exist. He is
grateful to the rarty, to the'government, te the millions of fel-
low citizens whose hands created these high—quality, useful
things. Yes, We are glad of thege innovations. And we speak un-
kindly of those People who bersistently turn out outmoded junk,
Sceorning the technical level of the eéconomy and the growing de-
mands and tastes of our people. Great material costs, labor, and
valuable time ig 8till being spent on the production of itenms
which are unnecessary and out of fashion. They are amming our

factor warehouses and Jards, trade bases ang stores, ere an
to whom will wa 28t rid. of 1t? Who would e tempted by the rub-
bish? And who will be responsible for the billioms scattered

‘%0 the winds by thoss indiff'erent people who are still under
the influence of days gone by?...

‘w The state strictly prohibits the release of £0oda which
do

not have a market and the production beyond the plan of
items for which there is limited demand. Does eéveryone rem-
ember thig prohibition?

Here are the data about above-plan remnants of finished pro-
duction in sovnarihoz enterprises. In the ASFSR they comprise
3.5 billion rubles; in the Ukraine, miilion ru es; in Kazakh-
stan, 160 million rubles; in the Baltic Trepublics, 150 million
‘rubles; in Uzbekistan and Azerbaydzhan, 140 willion rubles
each, etec. OFf Gourse, weakness in the 8upply and demand appara- -
tus also contributed o this; ‘the apparatus does not often dis-
play resourcefulness or efficiency in the distribution of its
resources. But it ‘can be sald with certainty that many billions
are frozen in goods rejected by the buyers.

The Volga Plant of Heavy Machitery for the Cement Industry
of the Kuybyshevskiy Sovnarkhoz has turned out thig type of
products - crane type mixers, clay mixers, tank bottoms - above

.ithe Program to the extent of 2lmost 3 million rubles. Twe mil-

lion rubles' worth of grain-cleaning machines were accumulated

at the Khersanskiy Combine Plant, and there are no orders for

them. The IT-100 machine tool has for over 3 years been

stored at the machine tool factory.which made it, the Kramatorsk

Plant, to the extent of 500,000 rubles' worih, There are no
Sulfur Combine

rospects for utilizing it. . The Razdol'gki

gf tﬁe L'vovskiy Sovnerkhoz accumilated 10 m%IIion rubles worth
of roducts which were not provided a market and despite the

ack of & marke ST _production is continuing at is this?
SIuggfsEEeas, inalf?erence, blindness?

For 1 1/2 years thé Chimxent Automatic Press Plant has made
the A-412 automatic nut-forging machine, without having any
shipping orders for them. The plan was fulfillad angd overful-
filled, but tne machines never went beyond the gatesy there was
no demand for them. Both the plant and the Sovnarkhoz begged
Gosplan USSR to refuse to allow the manufacture of the machines

because they were laboring in vain. The entreaties went unanswered.

The decision had to come, ag the saying goes, from higher echelonsg,

to discontinue manufacturing the A.412 in Chimkent during the last
6 months of 1960.,.




The canning industry of RSFSR sovnarkhozes manufactured 33 mil-
iion jars of jam having an extremely limited market in 1959,
without the consent of the trade organizations, causing an ac-
cumulation of produce 1o the extent of 65 million rubles in
these businesses. In Mddavia, too, dozens of millions of jars
of jam, eventually refused by bases and stores, were produced
above the plan. After violating the law, the Khersonskiy, Odes-
skiy &nd Belorussian sovnarkhozes gsurpassed their production
guotas for difficult-to-sell products. The Severo-Osetinskiy
and Krasnodarskiy sovnarkhozes receive innumerable refusals %o
pay for canned goods shipped without consent. :

The stale canned goods in the Azerbaydzhan SSR became the
talk of the town. For several years canne -goods production in
this republic contimed when it was clear that 4t would not satis-
fy the consumers.

This applies especially to preserves, jams, and several kinds .
of canned fish. Things went so far that, without exception,

the marketing offices attached to, for example, the Zakatal'skiy
factory, refused 10 receive its goods. However, production of
these canned goods ia continuing under the same conditions and
will eventually surpass the plan quota. At the beginning of

July 1960, there was more than 70 million rubles' worth of these
leftover goods in the Azerbaydzhan SSR, a good two thirds of which
was produced in 1959, and even in 1958. And yet in the’ period
January-Nay 1960, there has been at least 500,000 rubles' worth
of canned goods produced which have a limited market, and this
includes the jl1-fated jams.

A certain share of the guilt in the continued release of
obsolete and undesired goods belongs 10 the union-republic g0s-
plans. They are precisely the ones who are supposed to notify
the sovnarkhozes and businesses in time of the markets for this
or that article and 1o make lists of goods whose production
should be completely discontinued or restricted. Unfortuna tely,
this work is being conducted ineffectively and with significant
delay, and in some gosplans, only &s each incident arises... -

c. Emdin (Ekonomicheskaya Gazeta, 12 July 1960).




