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t; natnte of economtc growth 1n the. short-nm. In the

iv ; ave cycles of 48 60 years, To engender economrc
ol |

el o aL

d,i&,uﬁ’)ents,' govemed by certain: condmons.

- edO “’39 Qus ‘reasons these' 1dpas held by Groman, Bazarov, B
e B RIS '

5&%%%& lxgconomlc plans must be flexrble and

DRV an szburg are: not well pubhcrzed in Western economtc
SR M"f’-’%ts M several Western scholars to offer some
s} mterpretatlons of the works of these four economrsts o -,. i

It 1s the mtentlon of thls work to mterpret the wntmgs of

Groman, Bazarov, K@ndrat ev and szburg m terms of ‘a non-

i homtc development "‘. : R
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CHAPTERONE /

IN'I‘RODUCI'ION Lo e

—— -

It is becommg apparent that as technologrcal change contmues

(8 radrcally alter the ex1§tmg mstrtutronal framework of (ﬁ’tr

-clos‘nng years of the 20th century a grpwrng call to explam the

"contemporary mternatronal economy, economlcs wrll face in the

complexrty and volatlhty of an 1ncreas%gly lnterdepen\dent and '

_jfragrle global ecoﬁbm:/ Mbuntrng trade lmbalances mtematlonal

--;debt volatlle\‘ urrency fluctuatlons excessrve quurdrty :in"

~ international money markets and persrstent unemployment 1n all,,

‘A

'maJor 1ndustr1al nanons presently threaten to destabrhze ‘the world -

e

~ economy “In the face of these. current problems m’Weconomlsts,

'_ analyses of ‘the prOSpects for contmued future global.\ economlc '

'analy§ts and theoretrcrans are dxvrded “in ‘their opmrons about :

‘ growth : mvestment and trade In addrtron ‘there is a growmg .

mdustrral effxclency, labour productrvrty,. long- term ; capltal

relevant The nature and scope of economrcs, as a study of human

e behavror in allocatmg scarce resources for altematlve uses 1t seems,

-~ isin a state of flux and profound change.

et

At the same time_ as Western economists are berng pressed to :
'develop solutrons to world’ economic problems, the srtuatlon ls not

. very, drfferent1n the Soviet Umon As the ﬁrst natron m the - 20th

century to vattempt -a break wrth the capitalist economic system and

- to mdustrlahze 1ts economy along decrdedly non- capltal\st lmes, th_e

" awareness that ‘the assumptrons and premtses about th\e“”nature of °

_mvestment and technologrcal change no longer seem applrcable or"_""

\J ”
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Sovret Uiﬁon lS 1tself f?cmg a profound ec0nonuc crrsrs The econormc

. _,
tenets of - hrgh growth : extensrve -1ndustr1al rnvestment and’

centralrz’éd planmng whrch once gurded mdustrtalrzatron as an
oy
\ altbmatwe model o{ econormc Jlevelopment no longer .seem certam

. _-of ensunng future ;cong}mrc growth and, of meeung the dernands of
,an expectant populatlon« or - thc ngours of mtematlonal com-petmon |
. fact the current‘ mstltutrona’t settmg of the domesttc economy» ~ |
'_ portxays a- fundamental lack of. economrc vrtahty, charactenzed by. S
_mdustrral 1neff1c1ency, poor labour productrvrty and declmmg long-‘j’._“-'vi.‘
v‘.term growth rates1 'All of these problems are smd to be the': result of o
an adherence to a pohCy favduri’ng heavy mdustry and centralriéd'.
: plannmg 2 Thus Souret 1eadersh1p and jts' economrc advtsors now-

_' search . for an approach ‘which can redress~ many of these current

v

o economrc\’p{(hzms Several economrc refqrms have‘ l;een announced o
‘ .
' ’of whrch a number can be traced back" to the “era of the New

Economrc Pohcy (NEP) to many pohaes and theones dxscussed then.
by Soviet economrsts It is perhaps 1ron1c‘§nd worthy of . note that the
gravrty‘o’f current Sovret economrc problems has compelled t,pt’ "

-present leadershxp to- re- examme many of the economrc ldeas ﬁ’

: debated some srxty years earher g ST L «r'f"_r.
The NEP era was a remarkable pertod in the early hrstory of

s

the Sov1et Umon‘ noA solely for the resprte 1t g'ave to a V“dorn stic

N

. :economy d1srupted by crvxl ‘war, pohtrcal upheaval and

".'»'dlsorgamzatlon It also ushered in a *period of mtense mtellectuall' )

'_'_cultural and hterary ferment } the - fteld of . economic thought the‘
NEP gave rrse to the emergence of several debates among Sovret.; )

economrsts, whrch from the perspec'we of our late 20th century

¥



e " crvrhzauon are noteworthy for therr scope and depth of drscussron In_“ |

-} a fleld of study then dommated by the mrcroecongmc consrderatrons: _'.
5 of: the lgth century d°°m“° °f Lm.ss.ez_f.am and the 1dea of the }‘
mnate wrsdom of market forces, 1ssues such as economrc' B

L development growth rnvestment cnterrazt and a global approach to E

. yeconomlc analysrs were almost unknown 1n .Western mamstreamf’ =

t

3 ;speconomrcs 3 Tt was only with the stock market crash of 1929 and the"' -
'subsequent plunge into global depressron that such rssues began tog_-“f,', y
: be addressed in Western economlc lrterature By 1936 when John:

"'('_“ ;vMaynard Keynes publrshed hrs master work Mm_lhem

the remarkable and presclent ‘

-

'-__i_.economrc debates in the Sovret Umon had -been suppressed for. some. A
. .trme and most of the former partrcrpants ‘e\xecuted or 1mpnsoned i "“vv--i
| 4 The’ atmosphere “of excrtement and mtensrty characterrzrngf |
many of the economtc debates of the 192, attracted economrsts of
'. fall polrtrcal pers-uasrons N_a._r_g_d_m_k_x_ (popullsts) Menshevrks and._" ',
| Bolshevrks alrke debated wrth fervour the: merits of therr respectrve}l_ :
- approaches and methods of economlc analysrs Narodmks such as N, -
" D. Kondrat ev 4 N P Makarov A V. Chayanov A N Chelintsev, and
A, C. Wemstem were promment m the debates on the development
" and role of agrrculture in the mdustrlalrzatron of the country co
ll"Menshevrks notably V. G. Groman, A M Glnzburg, N. N. Sukhanov, A.
e B. Shtem and A L Sokolovsky and a number of former Bolshevrks V. :
' ‘A Bazarov for example were mamly actrve in planmng, a sub_;ect'_
: _whrch sparked partlcularly fierce debates5 Leadmg Bolshevrks such -
as N I Bukhann and E A Preobrazhensky debated mtensely the_'-‘

rssues of balanced economrc development ‘and raprd mdustrrallzatron

——



 ipp therefore not rerterate much of what has already been wntten by'.f*";

: thrs neglect of these men's works

- 'lr:' P
)

' 'flchallenge to. contnbute constructrvely to the: debates over the future:
- course “of economrc development the natlon would pursue6 The main

source o£ motlvatlon and - strmulus to actron for all 'of these people'j, :

‘-of the economy and the phenomenon of an economy undergomg '
”_recovery from devastatron and dlsorgamzatron, and rts eventual B
transformatron— mto an mdustnal one _
| To drscuss in- depth the work and contnbut)ons of the severalv |

'-Sovret economrsts ~mentioned, above would requlre a volume ofi"
. _"cons1derable s1ze and depth of dlscussmn more than 1s possrble m .
this study “An extensrve \llterature on the theorles and’ work of -

Preobrazhensky and Bukhann exists m the West Thrs study wrll_"‘

'_;and on these men The works of many of the lesser known :

_economrsts c1ted above whlle worthy of dlscussron regrettably are :

_,-addmonal research and effort “any of the wntmgs of Groman o
' 'Bazarov Kondrat ev; and szburg, however are avarlable in the
‘West but for vanous reasons, _hlstoncal or otherwrse, _have remamed B

largely untreated m much o,f the academlc lxterature on the economtc e

.

_As economrsts, stattstlclans and specrallstg in the vanous

’f'plannmg and fmancral msututrons of the Supreme C;ouncrl of thef"

| Countless others of unknown polmcal backgrounds, also, took up the’_/-'

fv-;was therr dcsrre to study the major forces shapmg the development‘_',,

'largely unavarlable in the’ West and would requrre consrderable:‘..‘_'-

o .,.debates of the NEP era Tt is the hope of thrs study to remedy in. part -

| 3Nauonal Economy (VSNKh), State Planmng Commrssron (Gosplan) andp*"
the Peop"le s‘ Commrssanat of Fmance (Narkomfm) and the ﬁople s



. —

-_ Economy) mnmhw (Stattstrcal Revrew) of the

T

Commlssanat of Agnculture (Narkomzem) these four non Bolshevrk
\

experts occupled very rmportant and prestlgrous posrtrons--a fact not "

always recogmzed m Western works on these ‘men.. Moreover they e

also- held mfluennal posts on the edrtonal boards of several economrc

' Joumals such as the organ of Gosplan mgmg_k_h_o_naum (Planned .

’Central Statlstrcal Admrmstratron and the

"(Economro# Bulletm) of the Instrtute of Economrc Condrtrons of -

‘&

' '--Narkomfm 7Groman and Bazarov at the hetght of thelr mfluence

were members of the Presrdrum of Gosplan and the pr1nc1pal R

collaborators in the draftmg of Gosplans Kgnml_ny_e_mﬁx ?Conﬁol**'

AFlgures), or annual plans for the economy In 1927 Groman was_i

- named "a dlstmgurshed scholar by the RSFSR government ln

‘ B
recogmtrdn of hrs work .on economlc planmng and analysrs8 o

o szburg,_the head of the Planmng sectron of VSNKh and conmdered' :
_by any of hlS colleagues to be the nattons leadmg expert on‘_,’_,[

mdustry, was the leadmg pahrctpant m the draftmg -of VSNKh's five-‘ - '.

- year: perspecttve plan for mdustry 9 Kondrat ev, the mbst celebrated'l

~of the four in the West for his long wave busmess cycle research was,

o untll 1928 the head of the Instrtute of Economrc Condmons, which he &

'helped found m 1920 and . subsequently drrected under the aegrs of_V;‘ "

N
,Narkomfm The Instrtute became known for 1ts studles of economrc

. forces shapmg the domestlc and mtemauonal economles 10 For their

| 'work and contrlbutlons tj the economxc debates of the penod'

<

i Groman szburg and Kondrat'ev were accorded promment roles at

~ the Menshev1k Tnal of March 1931 Bazarov hrmself was tned m‘

. ¢



a g_a_m_e_r_a_, a fate undeservmg ‘for a former promment Bolshevrk"_""-"
,phllosopher and translator of Marxs Qa.s_K‘annalll
| In readrng the works of these economtsts one becomes aware_

'of the ortgrnaltty and determmauon these men dlsplayed

SRR » :
‘ developmg an analytrcal approach of vrewmg the ec0nomy s'a

' '{whole Though therr approach of analysrs was rudrmentary, it. was.
‘nonetheless a noteworthy development m carly 20th c7entury‘

_economrc thought Much of the 1nsp1ratton for. this, approach to

B ecgnomtc phenomena came from an mtense phtlos0phtcal debate on‘.

0 screnttﬁc methodology dunng the l920s 12 It ‘was. not comcrdental

»csome wnte that this. debate on screntrfic method gave rise to a/\

'partrcularly frerce debate between genetrc ‘and teleologrcal""

o approaches to economrc planmng 13 ‘I‘hrs controversy came to a head

| in the concrete problems of economrc plannmg and the questton of .
'\_whether m the development of Sovret socrety .one was to place"v,‘

. _-..preemment emphasrs on the tendencres tmmanent in the srtuatton or‘ |

‘_'.whether emphasrs should be placed on’ the goals for whlch one was'_f

SR strtvmg 14 All of thts dtscussron led to debates on lssues of economrc' -

fdevelopment growth and mvestment whrch predated by some]“_v.'
thtrty years srmrlar dtscusswns in the‘West 15 ‘ ‘

) “In: espousmg a partrcular /methodology for studytng the‘
'"‘economy as an rntegral whole, the work of these four - economsts
'serves to remtnd us of ‘the underlymg forces at. work in an economy -
| .-'For economxsts of the late 20th century, the need to develop, .as . a ”
” '»rehable and practlcal tool for econonuc analysrs, a general,-'f_; :

-;,_;'_understandtng of the forces shapmg an economy, 1s °3P¢¢lally acite.

i The development of a method of Wewmg economy m a more mtegral

PN VY
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v and hollsttc manner is perhaps the legacy these econormsts left as

. 1ndustnahzatlon More tragrc, perhaps, is. the loss to Western ‘and

' understand the conmbutrons these men and other Sov1et economlstsv .

- exceptlons most of . the Sovret economlsts crted 1n thrs 1ntroduct10n s

they attempted to understand the l:omplexmes of a raprdly changtng o

Sovret economy R

Thexr arrest and 1mpnsonment and that of an - ennre generatlon

of Sovret economrsts statrstrcrans and speclalrsts depnved the nanon o

of an mvaluable source of expertrse precrsely at a- trme when -their

Ve
exceptronal talents= could have proved useful ;m the dnves for .

contemporary Sovret scholarshlp of the - opportunmes to study and

arrest and the barriers of language (for most pubhshed excluswely 1n o

Russxan a language most Western economrsts do not understand)‘

have meant obscunty for most NEP -era economlsts In fact with few

- are’ unknown to most. -Western economrsts Western wrrtmg and

—

: -
research on - these men, . for the most part remams 11m1ted and

confmed to ‘one controversy of the NEP era: the SO- called‘

rndustnahzatlon debate of 1924- 1928 Of the prmcrpal Western

sources on thls penod works by Nlcolas Spulber Alexander Erlich; E.

H. Cam, Eugene Zalesk1 Jean Michel Collette and Naum Jasny can'be

of the 1920's made to general 20th century economtc thought Therr - '

.

_ consrdered classics - 1n thelr own nght 16 Works by other Western’

researchers and economlsts on . this: era draw on these sources in

therr treatment of . the works of these economlsts 17 Insrde the Sovret

Umon, these economists still %emam v1rtually unpubhshed wnh the’

Q exceptldn of the occasronal obhque remark or note. in the ofﬁcxally

sanctroned “economic literature. Recent Sovret pronouncements on-



e *

' '__,Kondrat ev Chelrntsev Makarov, -and others mdtcate some movement_ e

toward a long over due aeceptance and recogmtron by Sovret'

.authontles of the 1mportance and mvaluable contnbutlon these andv L

other NEP ‘era economrsts made to the development of Sovret

economlc  thought. 18 This study must however rely pnncrpally on
»,the ongmal untranslated works of the four economtsts and ‘the

'research of a few Westem scholars These sources are by no means'

exhaustrve Unless atherwrse noted the translattons of the quotatxons’_

“of the four economlsts are’ those of thrs author ) , _
Here partrcular reference must be made to@: works of Jasny,
}tho personally knew Groman and was acquamted w1th Kondrat’ev
~and others in . the early years of the Revolutlon Hrs nttmerous works
“ on Sovret ‘economic planmng and in parncular h1s personal memorrs .
. and wrrttng on these four ‘non- party economlsts are i’mportant

' references of thrs ﬁaper Wrthout these sources, thls work would not

wntmgs of ¢ Spulber, ,Erhch and Collette on the numerous debates m}
the 1920's over str tegles for Sovret economlc development growth,
“and plannmg Last but not least’ have been the pnmary sources,?

several artrcles pu lrshed by the four economrsts m the economxc}:‘f

Journals of théir d_y SN o
| _' ~ The purpose of thrs study 1s thus the followrng Frrstly. a hneffi."
overvrew of eco m1c condmons under the NEP wrll be provnded in

Chapter Two I Chapter Three a bnef dlSCllS“lOtl and survey of t“he:

-

o phrlosophrc
| w1ll be unde '

ets of the genettc vrew of these four economlsts .
en In so. domg lt is hoped that ‘the reader will - gaxn..

'some apprecr tron of the excltement and turbulence these economrsts_j_""_‘ )

have been possxble Equally helpful in’ th1s paper have been thef- :



shared and expenenced as - they daed to questron and formulate new

1deas and approaches to economrc deveropment In Chapter Four this

"study wrll brxefly dlscuss thelr vrews on economrc developmenti

: «growth and planmng Lastly, thlS paper wrll attempt a review of theu-_» G

.Axdeas on: development, growth and plannmg from the commentarles-' |

-

oof Westem scholars several years later m Chapter Flve. In presentmg

thts exammauon it is- hoped that an assessment can be made as to

= J

whether ,'h conomlc arguments and concepts of these four

'economlsts remam relevant today m the hgh\t of recent Sov1et

sl

;A'economlc d velopments and of - the forces moldmg our world

.»"economy o/the late - 20th . century It is the w1sh of the author’ that

- this dlscussron of the economlc phtlosophres of Groman Bazarov,

‘Kondrat ev and szburg will serve to . famllranze thea teader wrth the -

1mportant contnbuttons these four men made to the development
b s .

and - advancement of 20th century .economtc thought

LA . . . -

- a



.. early 1930 Plano o3
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.5 An extensrve hterature exxsts tlfé West ‘on the problems of

o contemporary Soviet ecomomy. Some’ recent works include. -~
Abram Bergson and “Hebert. S. Levine (eds.), Ihg__,S_g_v_u;_t
T ( g (London George Allen &

-~ Unwin, 1983); S. F. Cohen, A. Rabinowiich, and R. Sharlet (eds oo
, IhLSmug_t_Umgn_Sms_e_thn (Bloommgton Indrana University - .

‘_v-Press, 1980) PP 113- 134 and. Holland Hunter (ed.), Ihg_E_u_mr_e T

- (Boulder Colo, Westvxew‘_'v

o 3--Press Inc . 1978)

. .Some of the more 1nterest1ng works on thrs toplc are Paul R |
©. Gregory and Robert .C. Stuart, . '

P_e_rfg[ma_n_c_e, (New York Harper & Row Publlshers, Inc 1986), ."'
3rd. edition; Ronald 1. Hil),

| _f,.and_So.m.tx(Boulder, ~Colo.: Lynne Rienner Publxshers, Inc..l"'.ia‘
~1985), pp. 143-182; and Moris Bomstcin (ed.), The . Soviet
. , nge (Boulder, Colo Westvrew-

Press, Inc 1981)

Alec Nove, Eghncal_ﬁmnm_and_ﬁmﬂ_&mmsm (London'
. George Allen & Unwm Ltd 1979) p 135

_rVanous transhteratlon styles have populanzed Kondratleff or
o »_Kondratrev as the common forms of his name. For the purpose -
o of th1s work the transhterated form of Kondrat'ev wrll be used

..*-‘-Naum Jasny, : ' i (Cambrrdge .
~__ Cambridge University ‘Press, 1972) “See: chapters 10 and 11
" which offer a more detalled discussion . of - many of the lesser
known Narodnrk and Menshevrk economlsts ‘

. See Jasny,
N "number of non-polmcal ecdnomlsts

' ‘."H'e“discusses a

'"Bazarov was a member of the edltonal board of E_l_amg_e S
, _k_h_q_z_]_a_r_s_t_m from '1925(?)- -1928. His. name . ‘was- featured
o prommently. as was - that of Groman in the hst of  contributors. = -
. until some. time in . 1929 When then' names “were removed ln R

. _Q_h_g_z_t_e.n.m. ‘were merged under the name of mnﬂ_g_g



v ;’1'1-;-

: khmm Groman was a mcmber of thc edltonal board of o
lgs_zmk_mnsnkl from somg time in 1925 until his retnqval in
_the purges of Central Statistical Amemstratmn in 1928. Smcc ‘

the ‘establishment of  the: Insntu‘fg-= of Economic . Condmons in

p. 108. -

West for - 1ts business cycle research.’ It was one of several such’
_institutes ' dedlcated to cycle rescarch in the world 1n the_
1920& - : :

Jasny, :

~ 'which werc pubhshcd in 1907 1909 Jasny rcmarkq’d’ in -his

12,

book, .
1909 .edition contmued to be: w1dcly used in the Sovxet Umon

* This phllosophlcal deba}e on sclenuﬁc method w1ll be dlscussed : IR
~~in Chapter 3.. The best. references on’ this debate_ are. Julius ' & '
- - Hecker MmMalggugs (London: Chapman & Hall 1934) and?

- "A. Emery, ° "Dxalectlcs versus - Méechanics: A Commgnist Debate on

Scientific Method," Eh;]_Qs_Qpth_f___S_m_ng_Q II January 1935 no.

 -1 " PP- 738

13,

14,

15

Press, '1960), p.‘ 361."

Roberth Damels Th

Raymond A "Bauer,
-(Cambndge Harvar _

vmvcrsny Press, 1952) pp 6-7

1920, Kondratev was the chicf educ)r of its Ekonomicheskii -
- biulleten' (Economlc Bullenn) The B_uumn ceased - pubhcauon
- following the 1928 purges of Narkomﬁn and hls removal as its
chlef edltor : , . :

. _Jasny, 4 :
Ibld p. 139 | R s
.'IfThe\ Instltute of Economlc Condmons was well known in the;.v»‘_,‘ .

ies; p.. 125 V. A Bazarovi"_
- and Ay Skvortsov Stcpanov with A. A. Bogdanov as general
editoD etranslated the - three volumes of Marx's ‘Das Kapital,

(1972) that the 1907-

ja (Cambridge: Harvard University SRR




18,

| ‘1‘6_

_ consult- Alexander - Erlich, : ' _
0 1924-1928 (Cambndge Harvard Unrversrty Press, 1960),
~ Nicolas = Spulber, : for Growth -
' (Bloommgton ‘Indiana . Umversrty Press, '1964) and its

- - Eugene Zaleskl lannin .
' U_mg_n.__l_zl_-B_Lﬂiz_ (Chapel - Hrll Umversrty of North Carohna_;_
Press, 1971). For. brographrcal rnformatron and ‘some discussion.
of . the theones of these economlsts . see Naum Jasny, S_Q_u_e_t

(Cambndge ‘Cambridge University ':;?_ .‘
‘Press, 1972) ‘For a general overview "and some ‘references to . -
the pl'anmng debates and controversies consult E. H. Carr-and R.

- MacM111an & Co 1969)

| - "Marxist Economic Theory m the USSR" ' n_ffe S
- Union. Vol. 7, 1967, no. 1, pp. 35-50; and R. Schles'} '

~July, 1964, pp.. 22-44. For. further referencead cc
~secondary ' sources, in. the lxstmg of brbhog ical
’T,Qappended to thls study '

: On ngy 16, 1987 Kondratev, Cheh

(Pans Cujas 1964) drew attention to the proneenng work of:-'_,"

many non Party or former Menshevrk economxsts

For the drscussronaf— the rndustnahzatron debate of 1924 1928".“' .

compamon volume of translatrons, W

1930 - (Bloomington: Indran University - Press, 1964). For ai o

~discussion of ~the polmcs and analysrs of plannlng theones see',_” g
,Jea\n Mrchel Collette,

(Pans Cu;as, 1-964)- and s

W. Davies, Eo_undansms__oﬁ_a__‘l’_hnns_d__ﬂmnnmx (London‘ -

"x

"The Teleological Period . of Soviet: Economrc Planmng-
Economic Essays, Vol 10 1970, no. 1, pp- 3-42 Ja

on the Context of Early Sovret Plan?nng, q

and eleven other NEP era economrsts"_ ‘

-

'There is an extensrve body of lrterature whrch has arisen m the

~ past twenty years on " the économic polreres of the NEP era.

~ Some of the more mterestmg articles . are Robert W. Davies,
~ "Planning for Rapid Growth in the USSR," Economics of Planning,
_Vol. -5, 1965, nos.. 1-2, pp. .74-85;. Maurice  Dobb, "The o
- Discussions' of - the. Twennes on Plannmg and Economic Growth "od
7S_le_s_mms_, Vol. 8, 1966, no. 2, pp. 198-208; Edwrna*Dolan, o

- Mrller,. .
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CHAPTER TWO
AN OVER'VIEW OF THE N'E.W ECONOMIC POLICY (NEP)

1921%1228 I e

The taslc of thrs chapter 1s to provrde an overvrew of the aims

' of the New Economrc Pohcy and of the prevarlrng econormc condmons;

| of that pertod Under the NEP the- Sovret -economy followed a long and'.'

sometrmes tortuous path ‘toward recovery Yrom the devastatton"

'.wrought by war polmcal upheaval and dlsg?gamzatlon It was in thrs o

clrmate of econom{c recovery that Groman Bazarov, Ganburg and"’ :

,";Kondrat ev were rnsprred to formulate therr respectrve phrlgsophresf

' about the nature of economrc processes in general and therr tlTeorres

~on economic development and planmng in partrcular N T

After seven; years of war, polmcal 'upheaval and

drsorgamzanon there ‘was llttle doubt sin 1921 about the rurnous. Ll

e

state of the Soviet economy ,
. N
" The grpss_ product for all mdustry in 1921 was only
- 31 percent of the 1913 leve,,,whlle the - ‘output of
~ large scale mdustry was' only 21 percent freight
" turnover of .the - railways, 22 percent, the gross o
product in agriculture, 60 percent. Also, coal-mining
had dropped from 29.2 million tons to 8.7 millions,
~ to-less than' a third; the prg iron smeltmg from 4.2
~_million tons to 190,000 tons,.to “a twenty- -third of

._';

‘the former level; oil extraction from 10.3 million to‘ R

3, 9 mrllton tons by nearly- two-thrrds

In a report dehvered on 15 March to the assembly of the Tenth--

Congress of the RKP(b) Lenm acknowledged ‘the perilous state of the

economy and urged the P'arty to moderate its economtc pohcres

. e



In this backward country, the “workers, - who have -
- made- unpreccdented sacrifices, and the mass of the
~ peasants are in -a state of utter exhaustion after -
w&ven -years . of war. This "condition -borders on
complete. loss of workmg capacity. What is needed

now is an economic breafth{ng space . . . . The

_ \ Tystem . . . has ‘been: created by war and not by
~\  _economic’ requ1rcments conmdcratmns Cor’

'condmons., There ‘was no other way out in the .

~ conditions of the . unexampled ruin in - which - we
found ourselves, when. after a bjg war, we were
-obliged to endure a numpgx of civil wars. ' We must

state qulte definitely that in pursumg 6ur policy, -

“we may -have made mlsta.kes and gone to extremes

— <in a number of cases... The main economic
consideration now is to increase - the quantity of
prod_ucts. Our prmcxpal productwe forces, the
peasants and' workers, - .in “gsach a state of -
impoverishment, - ruin, wearmcss . and . exhaustion
that for a time we must subordmate everythmg to
-this main cons1deranon-- m@rcasmg thc quantlty of

i products at all costs2

~

-

In mauguratmg thé New Economlc Pollcy, three 1mmed1ate

aims were to be pursued S A
(1)' 'at all costs' to ,mcrease the quannty of products.
(2) to remedy the polmcal crisis so as to appease
. the hostility - towards the Central Govcmment :
- shown by the pcasantry‘ and by a considerable e
.part of - industrial workers as the economlc' -
" difficulties increased, and to end ‘the growmg |
alienation - between ' villages and towns;, and o
(3) to keep all the economic commandmg helghts'
in the hands of the State and to -use them for
dlrcctmg the restoratlon of productwnty in such a
way as’ to sccure the v1ctory of ‘the - proleta.nan




——— .

soyereign power; .over the newly released forces
: 'of caprtalrsm'3 ) T

. constramts bmdmg agnculture and the
Vhated p_r;g_d_r_a_z_e:_s_tka systemv of forced food reqursmons was ende'd
-and in. 1ts place was mtrguced p[gdnalgg' a tax rn krncl on peas*ant

antry were loosened The ‘

P

In order o 1ncrease the quanttty If products many of the =

_produce Instead Qf ‘the State attemptrng to forcrbly extract all of the

&asasnts surpluses, the  State now would “take only a fixed portron

.'The tax in kmd after 1924 ‘became payable in currency

“The .mtroductlon of the tax in kind . left the peasant wrth

B \.marketable Surpluses Inrually permrtted to market therr surpluseSg

locally, the. peasant soon began to. engage in a revrvrng prwate trade s

‘between the town and vrllage The original 1dea of the Party, that the

'peasant would locally market his surpluses and . the state would :

vorgamze a natronal barter trade system between towns and vrllages,

i ding.

As the mam productrve force, the peasantry represented a
| major potentral polrtrcal nval to the Party Imbued wrth the. p__etrt

S '~bourgeors menta of the small property owner the peasant ’didi

.seﬁ.%s dashed wrth thrs vrgorous spontaneous ‘re- emergence of prlvatc';_: ,

not encourage the development of socralrsm “The. solutron to thrs-‘ o

drlemma fbr the regrme was to attempt a change m the matenal base

- and the technique of agrrcultural productron by 1ts mechamzatron.j

. and by co- operatlon 4 By these means solely could the smmh_ka. thel :

"umon between the mdustnal worker and the peasantry, between '

- town: and thlage be. preserved To achreve thrs large scale mdustry

-

‘ had to be bullt upto e

B . [ . ' R ¢ ) - C :
. . N . - “ B .



\ fl‘ounshmg large-scale industry . twhlch can be )

. 1mmed1ately supply the small peasants wrth a j'
- sufficient » amount of - goods, or. more. than;v---; '
previously, and in this way the “supply of surplus
o agrrcultural goods coming from . the peasants ‘then
- the peasants will -be fully sansﬁed then the mass of
. peasants, the non-Party peasants, will" acknowledge,”f,f
. . by virtue -of ' experience, that this . ;new system is
- "_':‘better than the caprtallst system B .- When. there is -

torgamsed in -such. a way ‘as to sup%y ‘the - peasants' o
‘with~ goods 1mmed1ately,, then % the = gradual
, ~development of -a. powerful alliance of the  workers
~.and peasants is ‘possible . ‘only through% trade- and the
-gradual” advance of agrrculture and ‘industry-above
-~ their present level, under -the guidance and control.
of the workers' state Sheer necessity has- driven us -
 to this path And this is. the sole basrs and substance

'-of our New Economlc Pohcy 5

B

To: facrlrt’e the development of/;arge sCale mdustry, .‘hé_:,

- | be drsmantled The bloated state of the Central budget and the

_apparent drsorgamzatron and fmancral pressures , of 1ndustr1al

Vi LS

.~ drives for complete nattonahzatlon were abandoned and pnvate

v

enterpnses were allowed to re emerge A number o£ mdustrlal

concerns were de nanonahzed and retumed to therr former owners

* State ownershrp, however remamed over much of athe large scale

industry and the bankrng sectors Foretgn mvestors were 1nv1ted to

3
_ take out cor(essrons for 1ndustr1al and mrmng enterprrses and

.development prOJects 6 State mdustnal enterprises were placed on

- make them self supportmg and more accountable for : thelr :

. 0 . . b .
» ' ‘.“ i . : - - " ' ' L A St .7 : *a s

'admmlstratrve system whlch govemed the 1ndustr1al sector. had to K

enterprises’ demanded some movement toward greater freedom The

' ,_ the kh_o_zms_gh;_t system of economlc cost accountmg m an effort to*

iR N

'.'v‘performance To remedy the chromc budgetary deficrts, Narkomﬂn .



.

-rand Gosbank (State Bank) were 1nstructed to stablltze the currency,._"‘_-""-f}‘;

o flower budgetary defrcrts and rarse revenues

Whrle Lenm was admomshmg hrs comrades for therr past.* {'.
'”,mlstakes m\ the fxrst years of the NEP a- pnvate’ ‘report brepared o
P _somenme in December 1922 by a group of Menshevrks mcludmg- :

Groman callmg themselves "The League of Observers7 " remarked m

Faad

a more succmct and forceful way of who was to blame

,.

_ Lenm was the brams of the revolutlon--he thoughtv
. for it. The revolutlon lived only by his ideas .and =
_gthoughts and to" the extent that he devxated from.:
- his former ideas, it was necessary both to 'suppose. = . .
o~ and to -hope: that - ‘the whole" revolutgon would - +
. deviate from them. Like' an. illusion, the ideas of / - '
- October led the country along a false road and in a Y
“false dlrectlon . .The revolution was not based on . 0
_ lreahty but .. rather .on’ life dlstorted by polmcal.a A \
- illusions and farfetched _abstract economic ideas. If . .
- these false ideas which were dtrecttng the country
‘were to be removed, then there would be a basic
‘hope that the country .could “set out, along a
- different, -and . this ' time, corre_ct and ratxonall'_“
course.8 | S
Insofar as - the New Economrc Pollcy was an attempt to correct

the course of the natqon s development and to renew hope among the ’

o ma_jor -sect-lons -of the popu-latton the members of the "League of

Observers” consrdered it thexr patnotlc : duty .
to prornote the most raprd restoratwn of the
_ economy and a normal life, ‘and ‘also considered it" .
- axiomatic. that only - under :such conditions could the ', j, |
welfare of the populatlon ‘be -established . that_the_ﬂ__.*——
, only path left” open ‘to the mtelllgentsna, whlch did
" not ‘want to re ain inactive, was to work honestly,_@
and consctenttously within' the Soviet regime ... . .
. that henceforth the mtellrgentsta would be able to a



<

AR
L

B work accordmg o 1ts conscrence and not out. of

o= o fear as’ had prevrously ‘been the case9

PN
The adoptron of a resolutron wrrtten by Lenm to seek the

advrce of specrahsts at the Bleventh Party Congress m Aprrl 1922

strengthened the resolve of thousands of non-Party specralrsts to ‘.f

work actrvely for the reconstructron and future of the natronal

economy 10 To the members of the future League of - Observers, the

X - |
NEP became -not simply the abohtlon of the hated ratromng system

d

*
klllmg hfe "1!’In thrs clrmate of reconcrllatlon in 1922 Groman

"ondrat ev, and other non- party specralrsts

ik

Bazarov sz urg,
accepted promment "

VSNKh and Narkomfrn

Though the mauguratron of the New Economrc P'olrcy in the

’ sprmg of 1921 led to the " drsmantlm; of much ’of the War-

Commumsm system, thxs loosenmg of théif economlc stnctures drd not

A lead to an 1mmed1ate broad advance in aIl sectors of agncultur,e and

mdustry Unfavourable harvests a. mrsalrgnment m the prxce»

structure between farm and rndustrral goods, the problems of

Y

reactrvatmg 1dle mdustrlal plant and a- def:clency of mdustrlal

_ workmg caprtal consprred to create ‘a period of economic recovery,

from the sprmg of 1921 to- “the spring - of 1926 ~which was

charactenzed by a growmg rmbalance in the terms of trade between

agnculture and mdustry Whrle agrlcultural output recoveredv

ions in those state agencres of Gosplan the

but. the abohtlon of the system of 1deas whrch was restrrctmg and



' qulckly, stagnatron contrnued 1n large scale mdustnal productron

| ‘,CrlSlS - of- 1923 1924 It was only w1th the closrng of the : prrce‘.‘_.

,-'Thrs unevenness 1n the recovery erupted in the so called scrssors , -

selssors : and the currency reforms m early 1924 that general

'-economlc condmons 1n both sectors 1mproved markedly By 1926 RS

;i 1ndustry, pnncrpally large scale mdustry, was - begmnmg to rcglster"’-'

.....

“"-'raprd growth rates and a hrgher utrlrzatron rate of avarlable':_'
'mdustnal plant and equrpment From the ~spring - of 1926 to the-.'j‘ " -
""“:spnng of 1928 agnculture and 1ndustry advanced to new levels of
. -_,j_productlon Th1s penod of new development became known as. the"' |

o perrod of reconstructton Yet, throughout these years a number of

‘.~-'agr1cu1tural productron had recovered to- its” pre-war level and._-.-- N

o _economrc problems bedevrled the economy and underscored the fact" o

,_-j that the Sovret economy, prte its recovery to a measure of

"economrc normalcy, remamed very. much an underdeveloped and

| -’backward one

The revwal of the economy, proclalmed as the gutdmg pnnclple}-'-'_‘»

_'_of the New Economrc Polrcy, was not assured followmg

,-_;-1926 the major sectors of the economy regrstered uneven GYOWth o

.,%j_r

 slowed by late 1923. Agriculture

4

e agrrcultural output coupled wrth an officxal dnve to wrrng out_.'_]

. L el .
) .
v My

- rates An 1n1t1al recovery 1n mdustnal productlon appearmg 1n 1921 .
’the first year of the NEP dld not
“recover but dechned undél' the effects of a severe drought The 1922.-

B harvest was the flrst good one. ln several years Thxs recovery rn'f



I

A
"K

- ,_mefficlenctes in state enterpnses gave nse ‘to .an. 1mmense dlsparlty

| i._21._:

' -_'between the pnces of agncultural and mdustnal products The"'

’-.'-fclosmg of the pnce smssors in-the’ spring of 1924 set the basrs for a

Vstronger and broader recovery mvolvmg both sectors s0O that by\ U

1926 @ncultural output came. close to’ attammg 1ts 1913 level whlle

gross output for large scale mdustry for the flrst trme m tlurteetr o

“levels, " the. economxc revxval was not wrthout serlous problems -

unemployment mflanon low: mdustnal mvestment poor labour

producnvrty&and hlgh produetlon costs

SN TABLEI
GROSS OUTPUT OF LARGE- SCALE INDUSTRY 19204926
(1n mllllons of 1926 1927 Rubles)

. years; exceeded Aits prewar levels In sprte of thls recovery to preWar_ s

. Xﬂf- T_Q.lal_ln.dnm : %of 1913 mws Cmmlmm. Good
1913 10251 - % 1000 4177 - 6074 .-

1921 2,004 421 195 - 876 319 . 1,128 514 °

1922 2619 307 - 255 1,173~ 339 1446 282

1923 4,005 529 ‘300 1925 641 2,080 - 4338

1924 4,660 164 455 "-.,2.-1_'09 9.6 2,551 '— 22, 6

1925 5.»7_3;9 - ;-‘d&.l 755 3,356 . "..:5_9_;1,7%4.383 8
1926 11.0‘83_' “43.2"’ 1081 " 4865 450 6218 a1

Source L A, Gladkov, {ed.),

1925 gg. (Moscow: Akademna Nauk SSSR 1960), Table 28 p .

/\ . 223 and pp 223- 224



The recovery m gross output of large scale mdustry can

oy clearly seen in Table 1 above Large annual percentage growth rat

,occurred m both sectors of large-scale rndustry Thrs is not surpnsmg L

'.when one notes that the level 'of gross output of large-scale rndustry o .

,}j'_.'m 1920 was only 13 8 percent of the preWar level What 1sm~

‘surpnsmg 1s the presence of large vanatrons 1n the rates of growth-~ :

,'-

from year to year. . A ‘, '

On a-closer” 1nspectlon of the gross output ﬁgures m the table'

above, WI&E »the exceptron of 1924 one can see that annual growth m .'v S

' total’ output of large -scale mdustry excee_ded 30 pcrt:ent.jA'T.-r

. consrderabjp portron of the mmal recovery rn large-scale productron o

v'could be attnbuted to the 1mplementatroh of the commercral pohctes -

. their 1913 levels in 1926 12

>

of the NEP and subsequent reorgamzatlon of many mdustnal_lr

_enterpnses into trusts for greater efficrency of productronp marketmg" .

L \and management‘ The;, 'resumptron of hlgh growth rates after 1924'

s

A lan’t% w1th the reorgamzatron of the bankmg system,_ estabIrshment_ .

“of ‘a stable currency, avallabthty of credrt good grain: harvests and o

the announcement of several ,large»scale constructlon pro;ects Thrs_,‘ o

1mpressrve growth however farls to. show that the heavy mdnstnes

such as('steel prg 1ron and coal mlnmg were strll producrng below

Although the recovery in large scale 1ndustr1al productxon to

L -vprewar levels was’ essenttally complete by 1926 1t was by no means R

vfumformly felt in. all branches If one were to calculate the total?-f' T

o ;‘growth Of producers “goods and consumers goods mdusmes over the

'.entrre recovery penod one would dlscover that total productton of.'_’iv__",'v’.';



consumers goods mdustry mcreased by 1271 percent over 1ts pre-

}_NEP 1920 level whrle the CMparable figure fo;r producers goods_",_:'

:1 _f'was 631 percent Clearly, these figures reflect the. nature of end use S

‘the respectwe rndustrral branche§ of large scale 1ndustry

‘ capacrty The recovery of mdustnal productlon was summanzed by 8 |

| v.".,Groman and ’Bazarov 1n the followmg way 3 | "'.- DY

SR ,
(1) Revrval appears frrst in - the mdustrres that.
serve prtmary food needs, “next im textrles, andg;'-_
~ finally in the. heavy metallurgrcal lines. - » -
(2) Industries . producing means of productron_'_ .

/ ‘revive later than those serving  the. immediate

" needs of the populatron but -the - expansron of the "~
o former is more vigorous .as the fevival proceeds.
s (3) The most intensive growth is to be ‘observed in
' . those - productive = branches ‘which, durrng the
' 'precedmg slump, had fallen to the lowest levels. -
4 The tempo of revrval and  reconstruction

‘declines as "the . economy approaches former
"lcv_els.13 | o . '

L marketsy caprtal requrrements labour produc,trvrty and the abthty of

e ?revrtalrze tdle capacrty and to construct addmonal productrve o

The ‘initial recovery in mdustnal productron in 1921, however -

‘Was not Jollowed by a correspondrng revrval m agncultural output '

Unfavourable chmatrc condmons -in the prrncxpal grarn growrng'* '

| 'regtons of the couhtry resulted m ‘a maJOt crop farlure Recovery 1n“."” ,

agncultural output came only m\l922 when more favourable

‘ _'growmg condmons led to the collecuon of a *‘much rmproved gram _

harvest Thls 1mprovement in gross gram productron can be clearly |

'approxrmately 67 percent Thrs ftrst srgn of recovery, however 'is cutv_

. ..seen in Table 2 below Productron advanced by an annuahzed rate of



o | -
short by the detenoratton of market relatrons between town and
f'country in 1923 and 1924 The end of the cnsrs in early 1924 lea@

tO a srgmﬁcant rise in’ producnon in. 1925 and an addmonal mcrease
in 1926 | .‘\ . : , _

* TABLEZ

-,.'.

GROSS GRAIN PRODUCTION P920-1926

v

_' (m mrlhons of tons)

- Year -~ Production. Percentage Change "f Pereentage of
N FEE R | . . . 1913LeveL
1913 779 ;v-'\\; - 0 100.0
1920 450 o e 57,8

S 1921 349 . 2204 448

must be. regarded as good 14 In thrs hght one finds & s_ D

1922 581 - . 665 . - 746
1923 . #5333  -/-83. .. .684
1924 519 I I . 66.6
1925 - 69.9 - 347 . . . 89,7
t371926' 747 69 C 959
N

| Sonrcc A A. Santalov and Louts s§ega] (eds) S_mgtj.lnmn_}’_ear_ﬂggk
S _1222 (London George fﬂl,ei\ & Unwm Ltd., 1928) p 81.

Though the recovery m gross graln productlon is, clear from»

'-»Table 2 above gram prodnctlon in 1926 was margmally below 1ts-'"

| the hu! drstortron between/farm and non farm pnces in 1923 1924.',",

: i'-drd not canse gram productron to fall more dramatxcally than was the. A

L case for the harvests recorded in those years~ s



T proﬁtably, pnces recover all costs,, currend} se;ves,}s

o measurement and the: state budget be &balailgcd 'ﬂus ]

ol
e U 2 S,
b 8 ¢ . .\;.

1 L.

,,.a. Y

v.when mdustry was suddenly compelled“ ﬂtg}_&
) pnncrples Management of most. enterpfi’su;s
v'productron costs “and rarse profit marglns ' _ _
Imstructrons came the amalgamatron and reorganxzatron of most{-' y
'mdustnal enterpnses mto trusts, whrch meant m many cases the"-i;’"
gclosmg of meffrcrent operatrons and therr consolrdatlon into more,'-.”‘_‘i.
»;effrcrent ones. In- other cases the trusts reduced thelr staffs to reﬂect”
lower | productron levels and demand For : the" government,l
: bureaucracy, proposals were advanced by a speclal Commlttee for

~the Reductron of- Staffs to reduce employment of State depanments_ L |
:'A by 50 percent 15 By ‘the end of 1922 the cumulatrve ‘effects™ were"'v._'.

| ev1dent in a r1se,t in the number of reglstered unemployed to 500000 o °
~ In January 1924 the scrssors cnsrs and contmumg dnves to reduce‘ |

R featherbeddmg and ‘the bureaucracy had pushed unemployment to.‘-, _

, _l 24 million, whrch would fall to 950000 in the followmg year as idle

o mdustnal capaclty began to be used up. 16 As a percentage of the‘ |
_,‘_;total employed labour force unemployment fell ~most heavrly on '_ -

\

-young people and rural mlgrants



L by the mdustrtal enterpnses Now | tethered to commercxalf;"

e 1ndustry on one hand and of the backwardness and 1neffic1ency of

_ peasant agnculture on the other L l_- ? ﬁ» R

. ’cons1deratmns of proﬁt pnce and sales, mdustnal enterpnses were

" ”»,_goods to satrsfy an unexpected rise in- peasant demand after the-.' C

-lgdepreclatmg currency These factors led to a break 1n the rattof .

, 1nflatron In February 1924 the ,:

The 1mt1al mdustnal revrval in- 1921 1922 was pnncipally the_‘ ':

N

ompelled to qurckly accumulate sufficrent worktng capttal reserves

agncultural products ‘A serlous depleuon in’ the supply of these.-‘»"

'result of a. sudden floodmg of the - market wrth manufactured goods.'v:' i
T Thls led to a. rapld dtsposmg ot‘ assets and stocks by bazaar methods._‘_ﬁ o

. th° 5°'°3113d raz:b.azanxame Thls raptd dxsposmon of stocks in’ early
. -1922 caused a declme in.- the pnce of mdustnal goods relattve to

'1922 harvest~then resulted Comphcatmg thts sxtuatron ».vvas a raprdly

_ij'between mdustnal and agncultural pnces On 1 October 1923,. m'-- o

terms | °f th° ncle-Stabtllzed currency, mdustnal pnces were 276

percent of jts " 1913 level whtle agrtcultural prlces fell to 89"u

resort to 1ndustnal pnce controls trght credlt and further efftcxency
dnves in mdustry At the basrs of this, cnsrs lay the unevenness of
the rev1va1 1n mdustry and agnculture Moreover. ‘this - gnevous-'-'_

ns1tuatlon also spoke of a chromc shortage of mvestlble funds for’.' o

When the NEP was mtroduced the problem of a monetary umt
1mmedrately became acute Vanous attempts, were made to’ destgn a
stable umt of account In July 1922, a new umt the gold cher_y_o_nm
was created to stabrhze the cur%ency, balance the vdget and reduce

\ ‘7.

percent. 19 Thls lmce dlvergence was closed in. early 1924 by a"»."- -

§ was made the sole legal -



- -

tender The s_g_z_zn_a_k or papgr ruble was ordered thhdrawn from-

| clrculanon The w1thdrawal of the s_g_y_z_n_a_k_ s1gmfied the end of a".

'; tremendous mflatron ‘in the money supply, whlch\ led Bazarov ml‘
o 1923 to qurp that "the tlme is not far drstant w‘hen the sum. of the
‘vnommal Tubles will exceed the number of all atoms . of* whrch our o
o 'planet is composed "18 These nommal rubles by March 1924 had-
o ballooned to 866 101 000 brlllon ‘rubles. 9 The practxce of resortmg

to the pnntmg presses to balance state finances was replaced by the -

more accepted and fiscally conservatlve measures In the fiscal year

1923 1924 ‘the state budget was. balanced

: The ‘recovery in. large scale mdustry to. prewar productlon :

capltal investment and operatronal efficrency Labour productrvrty in

"_:'"_ levels by 1926 depended on 1mprovements in labour productlvrty,,'_ i

large-scale mdustry throughout the. recove@ penod remamed belowb”"

its correspondmg 1913 level Overstaffing, lack of skrlled labour raw .
v _matenal ' shortages, eqmpment breakdowns and managerral
o '.dlsorgamzatton consplred to kee.. 1ndustnal labour productlvxt low.

Campargns to - elrmmate overstaffmg exemphfled the need to ralsg

8 labour productxvrty throughout the recovery penod Compoun

~this low productrvrty was - a profound shortage of workmg capltal’

'Vfaced by all mdustnal enterpnses ‘The mbamm; methods of |

1921 1922, and the wrthholdmg of mdustnal goods in’ the sctssors

| crisis of 1923 1924 were attempts to obtam addmonal capltal The"‘"‘
chronic shortages of mvestment camtal in. the early years of tbe NEP

prompted enterpnses to seek relatlvely less caprtal mtensrve means‘i'

o _to use up underuttllzed capacrty Much “of the 1ndustna1 growth after

- 1924 came from the revrtallzatxon of 1dle iapacrty and from smalls' .

S e



L addrtrons to plant capacrty The questlon of efficrency througbout the 2

recovery penod however remamed pressmg, in’ splte of small,"’_}_ o

1mprovements m 1abour productwrty and the utrhzatron of 1dle plant

- capacity.

. . . .
; ” 7
. .

Dunng 1926 mdustry and agnculture recovered to and m some o

’ mstances surpasseﬂ therr prewar productlon levels Thls heralded‘-

~the begrnnmg of what became to be called the economlc'

'_'reconstructron penod Polrc1cs of stlmulatmg the economlc recoveryv

'p_'jwere now grvmg way to. resolutrons favormg mdustnahzatton .

collecnvxzatlon and the. Flve Year Plan. By the sprmg of 1928 ‘the - -
'helghtened tempo of ma;or capltal mvestments in heavy ih‘dustry_ o
B .stramed all ‘means- of supply, creatmg bottlenecks In agnculture, a
collapse in- marketed gram led to compulsory procurements bemgv-;.v'
temporanly re mtroduced to 1ncr&se gram collecttons from the
peasants These strams by 1928 were reflected m a detenoratton in ‘_ :
_"relatlons between' townf and countrysrde, contmued hrgh.‘
unemB\loyment the emergence of a goods famxﬁe h‘ forced_‘
: growth in heavy mdustry L ‘ oo
- The surpassmg of prewar levels of large scale mdustrral N
o f_productron m 1926 marked the occasron for the Party to redouble rts s
..efforts to - push for greater mvestment m heavy industry “For the__
»economlc year 1926 1927 capttal mvestments in heaVy mdustry .

."were planned to nse by 33 percent -and those m hght mdustry by"' |

‘. only 23 percent and in 1927 1928 %y 30 percent and 7 percent |
respectlvely 20 |



_’_\

 As, shown in Table 3 below the gross output of producers goods

29

‘J'mdustry had ~more than doubled 1ts 1925 levels by 1928. Not

: mcluded in these fxgures were advances made by. the steel p1g 1ron"v.'
and coal branches of . the metallurglcal mdustry, by il extractlon and

by electncal generauon Pressed by conccms of national defense, by_'

-

the desxre to mcrease mdustnal capacxty and by the need to push'-‘,- IR

'mdustry to 3 hlgher technologlcally advanced level steel coal andf R

"-plg 1ron approxlmately doubled thexr 1925 productlon l;vels, with

. p1g uon producuon lncreasmg from 1535 mllllon tons to 3.3 million . -

“tons in 1928 ‘steel’ from 2. 135 tmlllon tons to 40 mllhon tons, and: o

coal from- 181 mlllxon tons to 35 4 mllhon tonszl

” N

TABLE 3 ) |
GROSS OUTPUT op LARGE—SCALE [NDUSTRY 1925 1928
- (in" mllhons of 1926- 1927 Rubles) |

X_an I_Qxa]_ln.d_um .'ELQd.IE_Q[S,_GD_Qd.& CQD.S.UJHE.LL.QQ.Q.d.&

le2s 1739 661 3356 91 438 718

1926 11,083 432 - 485 450 6218 . .419°
’__19*_27 12,679 14.4 5585 148 7094 141
1928\;15,818 248 6842 22.5'-_ | 8976'7,; ‘26-'6..”

g _Sources Eugene

‘_arga I_st_xs_Le_ms (New York Intematlonal'
Publlsher@ 1939),  p. 66; Naum Jasny, Soviet = -
mﬂumgm._lm:z (Chicago: University of Chicago,

. Press, 1961), p. 42; and L A. Gladkov, Sovetskoe narodnoe

(Moscow: Akademna Nauk ‘

- khoziaistvo v 1921-1925 gg..
'SSSR, 1960), Table 28, p. 223. - -
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For consumers goods 1ndustry, gross output more than doubled
1n the same penod Increasmg wage mcome and a growmg demand

among the urban p0pulat10n for manufactured goods led mdustnal

- enterpnses to mcrease therr productron of basrc consumer goods

After 1925 the yearly percentage mcreases however began to drop

Nevertheléss the mcreases of 14 percent in 1927 and 27 percent

1n1928 clearly mdlcate a’ broadly based and rrsmg demand for

| consumer goods a

4

kY

b mcreasmgly unfavourable pnces for farm products and a decrdedly

| amounted to 6200 000 tons or barely 9 percent The 1927 harvest

Whlle large scale mdustr’ia'l output continued:‘to ﬁ'reCor‘d” .
substant1a1 annual gams throughout the 1926 1928 reconstructron

8
penod agncultural output, on the other hand mcreased negllgrbly

Gram productron rose . margmally as the sector began to labour under

| more belhgerent attltude by the Party toward prosperous peasants

and gram collections. | ) ‘{‘o, R
| “Gross gram output in Table 4 below. g thc'years 1925-'1928-"""‘.‘ '
n

B shows clearly the - development of this* u

ourable posrtron 1n$‘
agnculture From 1925 to 1928 the total mcrease in grain- output .
i.-"?f
~was farr whxle the 1928 crop, on average was poorer due to a

margmal declrne in the areas sown, to gram This was partly Lo

" reactron to the temporary compulsory gram : procur@ents S

Party Congress in December 1927.

', 1mp1emented in. the sprmg and m part due to a partral crop farlure in ey

the Ukrarne Morcover these relatwely low annual—mcreamam . :
output were not followmg populatron gromh22 and threatene a to

upset the ambmous mdustrlahzatron plans adopted at the Flfteenth

e




‘.._’ TABLE4 C _ R

GROSS GRAIN PRODUCTION 1925 1928

(m mrlhons of tons) .
) ., c

g Year _ _ Production __ Re_r_cgmage_lng;eas_e____
1925 T 69.9 o227
coo1926 o o747 o 69
o127 . ..771.0 - 300

'-:1928 T 761 ARSI W 3

_1ksource A A, Santalov and Lours Segal (eds) S_Q_m_LLm_Xe_aLB_QQk
‘ _1_9_2_2 (London George Allen & Unwm Ltd 1928) P- 87

The growth of 1ndustnal and agncultural output dunng the,"
'vre'c’onstructron perlod was_not w1thout problems ' Urban
'_'ﬂbunemp'l\oyment‘ unfavourable prrce relatxonshlps between 1ndustr1al L
'and agrlcultural goods and uneven 1ndustr1al grow,th\/alowed thatf,
.the Sovret _economy was underdeveloped and backward A new and :

' more ommous"problem however arose 1n “the form of a growmg
'-detenoratron m the relatrons between the vrllages and towns |

| Unemployment became a partlcularly vexmg problem. Whereas |

-.'the majonty of the unemployed before 1925 were mdustrlal and-:. :
"government workers released from thelr work i nlumerous',..l
:.campargns to streamlme productlon and the bureaucracy, after 1925 -
'..-the majonty of those seekrng employment m thep towns regrstered

'and unregrstered ‘were “unskilled mral worke,? ’e The Central Councrl” |
. of Trade Umons, ‘m June 1928 reported an 1qfrea§e in’ the number‘of -
L ‘v‘unemployed trade umomsts from 1.5 mrlho,n to 20 mllhon m the
. past wmter; and of that number excludni'g seasonal workers, only

1250, 000 were skrlled workers 23 The '_‘ entrants mto the ranks of_' '




S
. the unemployed were - now newcomers from the vﬂlages °$Gapmg

o “rural overpopulatron and a developmg dtsquret m the countrysrde

-In the vrllages a. resurgence in the growth of the rural

'?_V.'populatlon began .to compound the age -old problems of land hunger

e rand backwardness 'S, G Strurmlm, a. Gosplan economlst, estlmated'.[ :

Athat in 1927- 1928 agranan overpopulatron stood at between 8 and 9__‘._ ST

mrllron 24 Thrs growmg overpopulatron was now compounded by a |
‘}relatwe stagnatron m gram productron whrch had resulted from the :

breakup of the large estates and the parcellmg of {hese 1 an ds. among

‘ _.the peasantry durmg the 0ct’ober Revolutron lt was becommg‘-a,,"

S apparent that agrlcultural productron would not be suffrcrent to feed ;
: - the rural populatxon and also supply raw mhtenals to rndustry andv o
' foodstuffs to a raprdly growmg urban populatron Urbgn populanon S

: ~in the space of five years from 1925 to 1929 had grown by some .

5 000 000 to -an estrmated 28 300000 by the ‘end of 1928 whrle"

S frural populatlon grew by 8700000 or roughly 8 percent m the satne,

perrod25 °

growmg rural mrgratron to the cmes were ‘the problems of the prrce 3 :" it

) ‘relatronshrp between mdustrlal goods and farm products and that of‘i‘wf i

Enmeshed in thrs problem of rural overpopulatron and a B

',gram collectrons The recovery of economrc output to prewar levels

brought in its wake a nsmg demand for. manufactured goods and a"-_ g
| ~'growmg reluctance on. the part of the peasantry to supply gram at_"‘, |
‘ofﬁcmlly quoted pnces Thrs reluctance was due . m ‘part. to a’ growmgi“ Y‘Y:Z.',}‘
) _drstrust and susprclon among the peasantry about the mtentrons of
state gram pohcres and in’ part to a; re-emergence of currency”_'f

"‘_-"mflatlon Thts currency ~mflanon, after Apnl 1926 led to the‘-_v:?“t_'--'::



were temporanly 1nst1tuted in the early months of 1928

emergence ‘of a wholesale-retatl pnce scrssors and a chromc shortage"'_ '

 of mdustrtal goods or goods famme m the towns and countrysrde‘

'Faced wrth these unfavourable termS' of: trade, the peasant began to

- wrthhold hrs farm products m the expectatron of hlgher pnces to,-’»'

‘_come Gram collectlons to the state subsequently plunged in the :

'wmter of 1927 1928 To rescue the sttuatton from drastlcallyi»-'

-affectmg the tempo of mdustrlahzatlon compulﬁory gram quotas

e

- While agrtcultural productron essentlally stagnated m the e

reconstructron ’ perrod 'mdustrlal output contmued ,record,;

relatlve]y large annual percentage mt:reases Thts growth was

- £

B - however, not w1thout costs. A’ growmg concentratlon of state;
resources m heavy mdustry and assocrated Iarge scale engrneenng
-_works at the relatrve expense of . consumers goods mdustry began to.
ﬁ:;create supply shortages and to generate mflattonary pressuresl
'throughout the entire economy Clearly the . necessary 1nvestment»_

.capltal requrred to . expand overall mdustnal capacrty and to meet the -

’demands of a raptdly growmg populatron was far 1n excess of the

capacrty of the state and mdustry to generate such reserves Labour- R

”_productwrty contmued to suffer from shortages of raw matenals,:' |
“ equlpment breakdowns, and the emergence of a foodstuff shortage.
. Though mdustry throughout the pejlod operated at lugher rates of

: capaclty, the operational efficrency of most. 1ndustry remamed low -

* and in the words of Grnzburg began to be subject to "a: system of

: bureaucratrc regulauons whrch threatened to turn the syndrc%tes mto
' ‘g_l_axlg with semr-compulsory powers and to depnve the trusts of a

teconsnderable share of thelr tndependence 26 Industrtal growth \



. ’ . D " ) el Y
. . - L 4 X . [ EEE i - K . - L
v e . ~ o T ) B R S T r o
- -~ y BT N ’ : D g )

y o E \-r T ‘ - o R

s

clearly,.was becommg more of a functron of state drrecttves than of

productrvrty and assrst management to" lowert productron costs and_. S

. T

- raise pl'Oflt margtns

hi

The promulgauon of t:he NEP m 1921 radlcally altered the
vnaturet and role of all - stater mstltutrons regulatmg the economy As
'.well the NEP gave brrth to “new agencres for the stucfy and plannmg

~_of the economy As the pnnclpal state economm organ the Supreme

'changes dunng the NBP era. Gosplan ther State Planmng Commrssron,
']estabhshed m the early months of. the NEP was charged wrth the
' exclt‘;svtve task of developmg a sérentlf.tc plannmg approach for the
._3economy In the later years of the NEP Gosplan became the center of

an mtense debate over plannmg methodologres and the draftmg of

Q‘.the Frrst Flve Year Plan. Thrs consequently led to a nvalry wrth the

planmng secuons of the VSNKh and the comrmssanats over whether
| _whrch economic agency had the authonty to be the‘ su)preme%organ of
;the wl;ole Sovret planmng process._ The work"o}’ {‘:osplan was
duplrcated and elaborated m detarl by the cogrmrssarrats and thetr
v-._,assomated 1nstrtutes~ One notable exceptron was *the Instttute of
| ,Economtc Condmons of Narkomﬁn headed by Kondrat ev and staffed

‘-largely by non-Bolshevrk economtsts and exgerts to collect and

AR
1 ,.‘)v . .

- "—;.the rfeed 10 select'-approptrate caprtal 1nvestment.’; mcrease labour;

“*

34l

| '“Counc1l of the Natronal Economy (VSNKh) underwent consrderable R

_.analyze curnent economrc mformatron T T AR e S
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Orrgmally charged rn December 1917 wrth the management of

; the natlonal economy and state fi nances the . VSNKh underwent a Te-

:(departments) was dlsmantled”'and replaced by a regroupmg of

| ‘3- 5

orgamzatron m 1921 22 The admrmstratlve system of g_[a_lg_r

 industrial - enterpnses into “trusts. These 'trusts were: free to control-

thelr enterprrses accordmg to the drctates of ‘the market The VSNKh-_‘

R

m certam cases “and then only by the use of very SPClelc economrc '

and admm’rstrauve meas&reswzﬁ’“

‘aqd its local branehes were allowed to exercrse therr authorrty only.

The establrshment of the USSR ‘m 1923- 1924 brought about a -

o partlal reorgamzatton “of the VSNKh along all~un10n umon-republlc. |

“and. repubhcan lmes and the establlshment of a number of expertf_f N

B commlttees One such commlttee was OSVOK (Councrl for - the/

?‘Restoratron of Basrc Capltal) headed by G L Platakov From 1925 to- -
- 4 1927 OSVOK studred the caprtal assets and needs. of vanous branches_' .

of the economy szburg, the leadmg expert on this commrttee ‘was

_charged wrth r'oordmatmg the constructlon plans of 1nd1v1dual.- N

mdustnes for the ﬁve year penod 1925/26 - 1929/30 28

In 1926 1927 the VSNKh was, reorgamzed wrth the 1ndustnal

'-departments once more grven the name of g,]_a._v_k_x_ and placed under

- the dlrect control of the presrdlum of the VSNKh Detalled’ -'

. supervrsron and contr‘ol were once more exercrsed over mdustnes via *

the trusts mmally in the controls over new mvestment and later

- the 1mplementatron - of controls of all kmds ‘in 1927 1928 when._' '

4

'_e‘nera'_l" . Planni_ng:.'

I'CSOUI'CCS became SC arcer

Gosplan set up in February 1921 as. tﬁ’e State

g Commrssron was the sole govemment agency char' ed exclusrvely to



- “admrmstratxve structure of Gosplan rematned relattvely srmple The-

B IO 74
b
ARt

a
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.,a"

deal wrth planmng In sharp contrast to the VSNKh h .'

sx

e 'structure consrsted of s_e_k_t_m (sectlons), for mdustry, transport
‘ agnculture and finance In 1923 a councrl of economrc condm(ms was
"-'§et up. and modelled along the lrnes of the Instntute of Economtc‘v‘-‘ti
».Condmons of Narkomﬁn It was in thls specral councrl that Groman_ E
-_-.~"»'-and Bazarov carned out much of thelr research work from 1923-_‘;

"'_-‘1929 The councrl's task was to provrde Gosplan wrth a source of""'

®

ui‘rent economlc 1nformatron\11ndependent of other government
: ¢

"‘_"'j '_:fagenc1es 29 Unllke ‘the: reorgantzatlons of the VSNKh dunng the‘;:

1927 Gosplan had a, staff of 509 the overwhelmmg majonty of
,‘,‘"whom were non Party ei’gerts 30 E S | ._ o
The mltral years g Gosplans exrstence from 1921 to 1924v SO

were spent developmg 1t,s resegrih methodologres and | analyzmg. R

. e A.»

‘ -’_currenﬁ economrc 1nformatlon In ssprte of the many drffrcultres in '}

o senes pf commxssrons headed by Groman and Bazarov compxled and - "

B ‘Commtssron also prepared drafts of five-year plans for . approval
Whlle the VSNKh devoted rts energles to the admmlstratlon of“'"'_i

| "natlonahzed 1ndustry and Gosplan to workmg out a srngle econonuc.;_}_?

‘9205, Gosplan grew mamly by empandlng 1ts exrstmg secttons By : - o

']»‘obtammg 1nformatron from other state agencles, Gosplan under a{- B

| "pubhshed its. annual Control Flgures of the nanonal economy for the_;__"
A_‘,,years 1925/26 1926/27 1927/28 and 1928/29 Dunng those yearsf_'_ _'
":no less than three drafts of five* year plans for 1925126-1929I30

.1926/27 1930/31’ '"and 1927/28 9~31132 were' comprled -"'_‘?a‘,n_dl
submrtted for approval to the Party and 1ts execnttve Not to be {_
'v‘_outdone, ‘the VSNKh thrﬂugh 1ts OSVOK commrssron and Grnzburgf



IR Russran and mternatronal econormc condrtrons3l

| "Condmons dedtcated 1ts talents to the study of - agnculture and

M,to systematrcally collect . verrfy and analyzc statrstlcal data on'

|

.‘.plan for the country durmg the 1920s, the Instttute of Economrc

";finance Orgamzed in- September 1920 by the Agncultural Academy. il

in Moscow the. Insutute wrth ‘an 1n1tral staff of ﬁve persons set about

| After 1921 the Instttute developcd close ties wnh Narkomfm_' o

’ _and Narkomzem In exchange for.- therr frnanctal assrstance the‘ ;

"Instrtute regularly submrtted to them 1ts data and research reports'

In early 1922 the Instltute began publrshrng 1ts monthly
B_Q_Qn_Qm_L&u]_lgtm statrstrcal data and analyses of econormc condmons o

m Soviet Russra and abroad Works by many promment econormsts S

' vand stattsttcrans mcludrng Groman appeared m this revrew

In 1923 the . Instltute was - reorganrzed under the aegrs of '

[}

.from their research posts and ‘the Instttute was. merged into . the-‘
Vcommrssarlat The E_cgnmm_c_muﬂm whrch had gamed 1ntemat10nal't.} ..
‘recogmtlon m the l920s for its ongmahty ceased publlcatron in mxd-‘

Stalms vrctory over the nghtrst Opposmon and the adopnon of v_

the Flrst Frve Year Plan in early 1929 brought to an abrupt cnd

LA

¥

""Narkomfm It ‘soon became a center for the study of current

.economlc: conditlbns; Serrous studies were undertaken to forecast- -
_}:keconomlc condmons. Many of these studtes by members of the o
_._“Instxtute appeared in’ rts monthly revrew ‘As the drrecér Kondratev L

‘played a promment role in many such studles wrth the publrcatron of: o
”j?several works on busmess cycles m the Instltute ln the purges of' o

‘.‘_ ?‘Narkomfin m 1928 Kondrat ev. and several members were removed'.. o



‘-.

-

,consrderable ongmal research and 8nalytlcal work whlch “ha d been e

occurrmg in the VSNKh Gosplan and the Insutute of Economlc}_“_ L

'vCondmons smce 1921 Begmmng m 1928 a senes ‘of purges swept'v‘

_'thousands of Menshevrks and non-Party experts from thexr posts m.ﬁ" :

) the comrmssarrats and other state agencres regulatmg the economyli R

o _"Admmtstrauve reorg-nzatlons of the state agenctes then ens\ued By 4 R
o _’ _the early l930s ’the VSNKh had been reorgamzed and centrahzed ;

o 'and the Instltute -ds- was ‘the case of many sxrmlar research .

5 organlzanons abohshed REE TR /

s

Ty .

_' Bneﬂy summanzmg thls overvxew of the New Economlc Pohcy.

. ’}t is clear that the penod from 1921 to. 1928 ‘was a umque period in .

‘the econormc hlstory of the USSR Facmg possrble polmcal dlsaster m'

1921 the Bolshev1ks admltted “that’ ‘their - ldeals of - achrevmg‘-

commumsm in a bac{ward and underdeveloped country were; o

); unreahstlc and doomed to ‘fail, Thelr pohcﬁes falled to reallze that thei-"--“

commumsm of whlch Marx wrote requrred the creatron of ‘an’ hooc

,‘.mdustrial economy, a large workmg class and & lugh level of polmcal_'v

Bolshevxks took power was predommantly rural and tradmonal and“-}.:

' .”f.'}_solldarlty among the . workmg classes The Russxa 1n ‘which "the o

. ;,.wrthout the suppor& of the peasantry, the regrme would not surv1ve B

ln recogmzmg the preponderant role of agnculture and that of

B peasant xmttatlve in the economlc ltfe of the country, vthe New

_iEconomlc Pollcy provrded the populatlon and economy txme to SR

‘) '-'_.recover from years of war and deprtvatlon By 1926 gross mdustnal

B . and agncultural output had more or less recovered to prewar levels : S

~ < .



P

‘U'_notwrthst,andmg rrsmg unemployment mflatron and an unevenness"

el

"of growth between mdustry and agnculture Thls recovery lard the',‘j-. i

’.basrs for an economrc advance in mdustry beyond 1ts 1913 levels.v

: "-»Thrs advance was, however, charactertzed by gr0wmg state,

mvolvement ‘and mterventl\on into the prlvate : market a«;'-

detenoratxon m trade relatlons between town - and countrysrde,,__

,growmg unemployment uneven 1ndustr1a1 growth and the re-’"

emergence . of mflatlonary pressures The;e problems spoke of an ‘_ i

. economy whrch was sttll very much mlred m backwardness and

3 underdevelopm_ent Whlle encouragmg the economy to rev1ve from

its_.‘mor‘i‘b‘und state_m 1921, the NEP c

llenged the role of state
organs to regulate the ~eco’nomy an
vagzbrtes eof a mrxed economy.. housands , Of .nOn-‘Party ‘specialists

% were employed by these st

vevolgtlon of ihie economy The result was a ventable explosron in the..'_?‘"

) amount of ortgmal research and drscusswn devoted to economlc

development

I

mstxtutlons to study and analyze the

orced them to adapt 'to - the' |
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The report of the League of Observers, entltled "The Fate of ‘the -

‘Basic Ideas of the October Revolution” (Sud'by idei oktiabr'skoi

~ revoliutsii),~ listed nine precepts of the October: Revolutlon”
- which brought ‘the. natron to economic ruin | and pohtlcal_:-_'_'

bankruptcy | o |
Valentmov, Non Party Specrahsts and the Commg of the NEP W
P 156 : _ o _ .
See : "Rol' i zadschr : profsoivuzov v | uslo'yi'akh_ , no’v"oir. -
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ValentanV' "Non-Party» Speclallsts',- p: .160. -
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In 1926 coal, steel and pig ‘iron’ productron wére at 95 2% o

74 3% and 57. 9% of thelr respectxve 1913 levels
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" 1960) Table 76, p. 413 R
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Alexxs Goldenwerser, ."Banklng and Currency Reform Russra.
J_Qumal_gf_rghngal_ﬂmngmx. Vol 33, 1925 Table pad P 239.
Jasny,
These figures for prg iron, steel and coal :
- years 1925-1928 "are taken from Nove, n_Ec
the USSR, pp. 94 and 146. f o
Refer 10" A A °§antalov and Loms Segal (eds) S_Qﬂg;_umn_‘[gu o
-w (London: George Allen & U nwin, 1928), pp. 21-22.

- Below is . produced the ‘table for- e\ hmvs of populatlon (m_‘f”

' mrllrons) for the penod 1925 1929 _

’ V-Janu_a_ry 1,‘-1925;'23.‘2 3 116 8 140 OH R L
January 1, 1926 24.5 . ., 118, 7 143.2. 229% BT
‘Decémber, _19;6._- T 8

L (emsus) | 263 0 1207 1470 . 2. 65‘"

- Janvary 1, 1928 26.9: - 122,7 149.6 - = 1.77
January 1, 1929 _28 3_;?”' 1'25 5 153 8 ” 2-87
Dunng this . reportlng penod urban populatron mcreased on
- average by -almost 22 percent. ‘and rural populatron Tose . by —
almost 8 percent . : : S .

J -D,obb_,_A 9 .,p.-’,‘19o.'- |
Ibrd b3 189 # |
Refer to footnote 26 for the correspondmg figures of urban and
rural popnlanon increases.’ : :
&H Carr andR Ww. Davxes Ecnndannns_nf_a_ﬂanned_ﬁmnomx.

326- 'Volume One Part I (London MacMrllan & Co -
34 1969), .37 L —

© 27

.. | NOV@, '. T

. . 1o .
' . R
. : ‘

A. M. szburg ‘made. tlus remark in a report at a conference of
mdustnal trusts and syndrcates held in Moscow in November .

1926
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' :several scientific organizations abroad ‘notably the

Carr and ba&res Foundati ' . .
‘1_22_2, Volume One Part 11, pp 844- 845 o o J .

'kald P 802
Ibrd pp 802 803

N. D Kondraueff "The Conjuncture Instltute at Moscowd

QnanﬂugnmaLni_E&smm Vol. 39 1924- 1925, Pp- 320-

324,

'Ibid. 324 The Instntute exchanged 1ts pubhcatlons w13n

International Institute of Agriculture in Rome, the University .
of Kiel, the Internatlonal Instltute of Labour and the German

Stanstlcal Bureau
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CHAPIB{THREE

TOWARDS %HILOSOPHY OB ECONOMICS =
The analys:s of economlc events by 1ts very nature of deahngv;»
| 'wnh questlons of how people behave at a glven moment and of the

- e‘conomlc effects their behavior produces. 1s mvanably coloured by ‘, .

. the general envuonment of thought of the tlmes /in whlch one hves )

'Clearly, it 1s a product of the mtelhgence trammg, expenences and_ .

- 1nterests of the observer W-hen Groman Bazarov szburg and

o _Kondratev took up their respectlve posts in Gosplan, the VSNKh .and.

| Narkomfin in the. early 1920' they brought- with them a wealth of
personal expenence ‘interests, polltlcal attltudes and above all an‘ N
;eamest desrre to understand thCll‘ changmg world Thts ~quest was,"‘
,‘helghtened by an 1ntense phx-losophxcal debate on the nature of ._ ‘
»Marxlsm and sc1ent1f1c method From thxs debate they drew"-
_ particular COncluswns about the nature of the world whlch led them :
' to_ adopt. a _certam ,approach of v1evy1ng ‘the ec_onomy and " its- _fut_ure |

-course of development. | o T
R el g

[

\' .
N
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v‘

- shalh see gave thelr 1deas on economlc developfnent and planmng a

S (@]
: very dxstlnctlve coloratlon

G,roman,v the most senior of the four was’ a statrstxcran by':'” R

: began }“ 1897) Exxled to the Vyatka gubemlya lu&lz897 for polmcal"'_' A

' agltatlon Groman became actlve ‘in the z_em_s_ty_o_ orgamzauon as a

?-statrstlcxan and in the staustxcal burean “of the Vyatka gubemlya N

~;_Q_mm_o_1 Whlle there he developed a method whlch he called:‘}'

Vtopology It entalled the analysrs of materlal obtamed by the‘

"“.surveys of the bureau2 On completmg h1s sentence in 1901 he e

- moved to Slmferopol in the Cnmea to work as: the assxstant chlef of ; o

"'_the gubermya stattstlcal bureau Shortly thereafter he was arrested
iand exlled to eastern Slbena Returmng to Moscow in 1905 he

pubhshed several ‘works Sn peasant hfe under the pseudonym V

. Gorn vIn 1909 at the 1nsxstence of the emlnent Professor NA '_

'_Kablukov, he accepted the post of chlef of ‘the stattstlcal bureau of
the Penza gubermya z_em_s_tlo_ There he met Alexander Bogdanov a
b leadmg Bolshev1k who mtroduced hlm to- the 1dea of the economlcl:_

'whole3 From th1s 1dea he developed a method of surveymg allf

L (branches of economlc hfe statlétlcally by a combmatwn of samples of

:dlfferent sxzes4 By the end. of 1914 he retumedv'to Moscow as a_'.“j‘

o .member of a commlttee to study the effects of nsmg food pnces In' L

- *1915 ‘he became the leadmg member of a Specul Commlttee on Food. - -

',Followmg the overthrow of the Tsar in February 1917 Groman Was'

"nommated chalrman of the Food Commlssmn of the Petrograd Sov1et

L Thcre he proposed m an attempt to curb the 1nﬂat10nary splral of_'-‘

o food pnces the estabhshment of a commlssxon Wthh would draft a-

[



Do

'Umfied Plan to. regulate the natronal economy 5 Thrs enthusra*sm for Lo

L as

central planmng, as Naum Jasny, a colleague of Groman oh the Foodj__‘

\

= as '",Aum-o:i;arian:;jMetaphy*sigs : ana-,».nutopt_smoas _'Ber._sénal"_f"ﬁ"

: v

Commrttee,v remarked later, sprang marnly from« descnptlons of the

centra.l regulatron of the German economy durmg World War I by

Larm "6 After the October Revolutron Gromans enthusrasm for

" central plannmg became fanatrcal As head of a: commrtteé charged"

wrth the drstrrbutron of consumer /goods m Petrograd he allegedly ;

declared I shall not drstrrbute kg smgle parr of shoes unnl thef

statrstrcran hrs natural mterest wrth and tramrng 1n the statrsttcal}}'
‘ \- o
v analysrs of plan draftmg re~emerged and led hrm to become o
Gosplan s prmcrpal proponengof rts annual Control Frgures and of ‘a 'g_j;_;*f

' methodology of plan compllanon

’_i natronal econorﬁy as a whole has been regulated "7 Thrs obsessron
,_ wrth planmng soon gave ‘way. to a deep drsappomtment dunng the, o

years of - the crvrl war. When he Jomed GOSplan in- 1922 as g

Bazarov, on the other hand QWas a more phrlosophrcally mclmed_ o

/

| mdrvrdual Followmg ‘his’ eXPlﬂSlon from Moscow Unrversrty for'?." i

revolutronary actrvmes rn 1897~ ‘he. settled in Tula where he became:t' |

and 1 SkvortSov Stepanov Expelled from Tula m 1899 “he- spent.?-.,

& actrve m the Russran socral democratrc movement wrth A Bogdanovv':

some trme abroad returned to Russra and became a member of the S

Moscow Socral Democrat}c Commrttee rn 1901 After a three year__ B

Ty

both rts legal and underground pubhcatrons, and became a member-z.'?_‘f'“.““

of the edrtonal board of the Party s chret‘ publtcatron In 1904 *th

ﬁrst exposrtron ‘of his phrlosophrcal and polmcal vrews was'.;f,.}"'{,_; blrshcd

. exrle m eastem Slbel'l& he Jorned the Bolshevrk factron, wrote for'.i



e

1ts msprratron from the phrlosophrcal thought of Brnst Mach an?_

Austnan physrcrst Thrs partlcular phrlosophrcal vrew under the"["ﬁ"

£

o~

: -#‘.- c
;.,‘v pogsmv,xsm, _ that re_]ected many of the precepts of Marxs dralectlcalr '

mﬂuence of Bogdanov and Skvortsov Stepanov advocated a form ofi\

o matenahsm pnnclpally the ObJCCtIVIty of. the laws of causauon8 The*'f L

expulsron of Bogdanov from the Bolshevrk facnon m 1909 for these'- SRR

Phllosphrcal 1deas led to Bazarovs eventual polmcal drsrllusronment,”'-"

L wrth the 1deas of the October Revolutron In late 1917 he moved m SN

Kharkov to wrrte for seVeral Menshevrk publrcanons In 1922 he: "

jomed Gosplan and there he developed a close frrendshlp wrth,_,‘j.f

Groman draftmg Gosplans annual Control Frgures

szburg, : lrke Bazarov and . Groman w‘asv a veteran'

revoluttonary From 1897 to the outbreak of WWI GmZburg was .

polltrcally actrve m the social democranc movement, frrst as ‘a E

L member of the Vltebsk socral democratrc orgamzatron and later as an .

- orgamzer among Russran factory ;workers m varrous cltles of the

Ukrame and ,Belorussra9 Wrth I Vrlensku another revolutronary' -

from Vrtebsk ngzburg founded ghe Menshevrk Journal m_h_ny_l S

17ﬁ_‘l:ﬁb 'Q' Ehll (Southern Worker) m t1,§g9 Arrested and Jarled m 1902 :

szburg cscaped in 1905 to St Petersburg to partrcrpate 1n the

revolution There in. 1907, ! he worked in’ the machrnlsts unron Whrle‘ o

at the Central Bureau of«fﬁmons in 1909 he wrote hlS ftrst ma]or

5,_ work on /labour 10 'I,'hew sfollowmg year he was arrested and expelled =

’ from St Petersburg).}2 ﬁy 1912 he appeared 1n Klev and wrote underv-_
.--__— mepseudonym 5&*—“‘Naumov for the mekam_.mxsl_, (Klevan Thought), g

! fcratreadarly until he became deputy mayor of Krev m,'i_ﬁ."'

BN

Ty L ’ o : — et V ‘< .
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1917 After a term of One and a half years as deputy mayor in_ 1919. Sl »‘
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V-szburg became an’ "‘_drmmstrator and organrzer m_ the consnmer ‘f
S ,cooperatrve movement 1n Klev In 1922 he jorped the NSNKh and
i ._}'was grven rthe post of deputy head of the economrc dmsron, Hrs .-; cil

} ._ | expenences An- admmrstratrvo and orgamzaéi_onall_ WOrk and abrhty to
" approach’ a. problém m a Systematlc ‘way’ became knoétvn to Fehx ,
’.@;.A_“Dzerzhmsky, the head of the VSNKh at’ that ume who expressed hrs s

__';".'satrsfactron wrth havmg szburg on_ hrs staff 11

formatrve years1 Hls early ye#s'/ were spent stud*ymg “nder Tugan-;‘_ o

'»:Baranovsky, the Russran eéonomlst who had exammed the nature of "A?"‘f‘ ’,{E
1ndustr1al cnses m Bntlsh 1ndustry 12 Wntmg ln 1923 about Tugan-

'Baranovsky, Kondrat ev, ,the, student ' remlmsced about th'
A
strenuous meptal work the 1ntellectually surgmg excrtement whrch

_.___hrs_teachel:_gave to hrs crrcles of and semrnars on polmcal economy |
,and economlcs 13 In March 1917 at the age of 254 "years he became, .
the Deputy Mrmster of Food responsrble for provrdmg the peasants .

-wrth mdustnal consumer goods Followmg the f"all of the Kerensky o

'_govemment in October 1917 Kondrat ev retreated from the polmcal

. scene o work in the’ Moscow Agncultural Academy There he studredﬁ_‘.,l_
o agncultural productlon and the nature of busmess fluctuatrons.‘Thef'f'_.___ ;
‘results of thrs research appeared nr hxs £irst major work Ihg_mml ":'_*"

: e | . ‘ : v, :‘ Thls work

'contamed the first sketches of hls theory of long cycles and hrs,'.”

o 51mpress1ons of the dramanc developments occurnng in; the world_','.'.f:l'.""
' "economy dunng the war In 1920 at the msrstence of several"v : ""‘
professors at the Moscow Agncultural Academy and msprred"’{'_ﬁ.__';.‘f-,'j‘

_-'_'probably by hrs teachers example of the establxshment of a"-;?--'.:,



V'.«_'verght years of his - professronal career he conducted research on

'busmess fluctuatrons and partrcrpated in drscussrons “on --}t'hex

observer -of Russran peasaﬁ't llfe saw in the development of a balance._ -

development of Russran agnculture

.‘\

The;e expenences, in ‘many respects very srmrlar and 1n other '

wa s ve drs arate, led these men to develo a common vxew of
Y Ty P P ‘

a9
P _Insutute for the Study of Economrc Cycles in - Klev in 191814 he

”'helped found the Instltute of Economrc Condmons There for the next B

‘economrc development and of the changmg course -of the Sovreti;

‘approach of vrewmg the economy as a whole appealed 0 the» more

: v-underﬂstandrng .,the coexrstence and _ successron of . observable o

. _'-mdustnal workers, the . statlstlcal approach of analy,zmg the economy o |

phenomena For szburg, drawmg on his experrences m orgamzmg g

| _phrlosophrcal Bazarov, who saw the ob_]ectrve and apohtrcal approach"

. as a whole led hlm to emphasrze the need for a ratlonal development

":v“economy under ‘the NEP ‘Gromian, the statlstlcran and a long-trme_;

'sheet of the entrre economy a. means through whrch to analyze; i

-statlstrcally the ever changmg Sovret economy Thls analytrcal o

as’ a practlcal appllcatxon of hlS posrtrvrst v1ew for descnbmg and' .

y of tndustry Th1s development would be undertaken on the ‘basis of a

'realtsuc appralsal of the condmons under whlch mdustrraIv;f I

productrvrty and growth could be mcreased The idea .of- economlc

: plannmg was a natural applrcatron of his experrences 'inf’

admrmstratron Kondrat"'ev, »1nfluenced by “the great Tugan- e

Baranovskys research on busmess cycles and caprtalism saw the"

. economy as a long term dynamxc process in whrch lts development"i“' .

.was a functron of both past and current trends An internal harmony o

St
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..oor equrlrbnum exrsted wrthm the economy 1tself These rdeas,,
products of therr own expenences and trarmng, prorr%ted them to e

'develop an. approach of v1ew1ng the economy as a whole and to L

‘advocate partrcular pohcres for “the - modemrzatron and development “

| of the backw&d Sovret economy under the NEP

" ‘Whrle Groman Bazarov and Grnzburg shared a common polmcal

past as Menshevxks and former members of the Russran soeral

Ty

o democratrc movement Kondrat evs polrtrcal vrews suggested that he s

o .was more a supporter ‘of the Kad_e_t_s_ (consututronal democrats) Thrs‘_,-” :

sectron, however, is- not meant to drscuss thé polmcal vrews of these s

| men but rather to bneﬂy drs\:uss the major 1ssues of a phllosophrcal;_,"' L

E '_-debate on Marxrsm and screntrﬁc method whrch occurred from 1924'

. fto 1929 The debate centered on the questron of contmurty or‘f,

-drscontrnurty rn the organrzatron of nature Drd nature evolve'f}'f !

"eontmuously so’ that its deve &

":ent followed a successron of stages:_\;;( .

from lower to hlgher and that each stage was a productJof what had R

B occurred before" ,If so, was 1t possrble to determme the organrzatron =

?:of nature and x&ﬂf of observable phenomena by reducmg them to""

therr srmplest components? From thrs, could one. then discern the

exrstence of fundamental laws governmg the behavrour of socrety.

' .'and hvmg matter" These were some of the questrons that thts‘j

phtlosophrcal debate over dralectrcs and scientrfic method sought to_

Caddress.
S e
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fgag m ongms o& tln!‘ phll%ogh&l- gebate sprang from the farlurev
| of ‘Marx.and Engels in ‘;therr ana'lyheyof caprtahsm and socrologrcal_::f .

"approach to hrstory to draft ‘an outllne of a future collectrvrst socrety .

_and economy In the NEP years thrs led to a marked

' .‘oprmon among Marxrsts over the 1ssue of determlnrsm |
" :'.',m socral and economic lrfe At the‘éhéartaof thrs was the quesuon of.
whether it was possrble to r,educe natu?al‘“phenomena to 1ts srmplest
”"terms and 40 drscover the fundamental forces shapmg them and the",
' ._vunrverse Those argumg forl such a reductron the 50- called 7
mechamsts " drew on the ideas of- French and Bntrsh posmvrsts and"' L
Newtoman physrcs They consrdered 1t necessary and possrble to seek—_‘—“ﬁ'j
. 'fsuch a reductron as the chref task o\f screntrﬁc analysrs to reduce the :
ls;complex to- the srmple and explaln the former in terms of the'- :_.
Natter. 15 | : _’ |
: Thrs abrlrty to reduce}comp‘lex phenomena to its srmplest
components assumed that the nature of matter ‘a d motron was
‘contmuous Matter consrsted of some final and mdrvrsrble element -
All organrc and socral phenomena possess ‘the - same ultrmate'.
'eiements and laws that govern ‘their behavrour16 These laws

motrvatmg hvmg matter can be . reduced to srmpler physro chetrucal_

_-laws, whrch can be further analysed in terms of the srmplest laws of

mechamcal motron.17 Motron is seen as a contmuous process, whrch S

‘once commenced would proceed unt'rl its energy was expended Inf..,' o

short for matter and motron in- nature, there exrsts a begrnnmg and

an end a startmg pomt and a destlnatron

These assumptrons about matter and motron‘ quesnoned the-_"”'""

VR T
basrc premrse of Marxran dralectrcs, that all natural and socr‘al o



P

. ’r-._"phenomena lS a product of 1nner contradrctlons and tensrons.‘To thef‘:
mechamsts opposmon exrsted only as a--result of a struggle of twoi - ;
e mdependent forces pltted agamst each other There are no. 1nternal".»"""._‘<'f
: contradrctrons, only conflrct and antago@m, extemal forces whrcht‘
" ‘act to create drsequrhbnpm An exclusron of Opposne _— Occurs, a thlng

“rs elther one or the other it is. erther sub]ect or object 18 Hence only

-\fOrCCS. , the mner and the outer whrch strxve to estabhsh an',
3 -':§eq\11hbrrum19 U |

oL e T

Th1s 1nteracnon of lee thh 1ts »envrronment ca e only_'\

‘4 : quantlfred and determrned objecuvely To 0the mechanrsts all j,j’

quahtatlve dlfferences are subjectwely condnponed and socrally

agreed upon such that good" and evrl" : "hfe and "death" b’ecome: S

purely relatlve qualmes 20 The defenders -of dralectlcal matenallsm

the '"dralectrcxans s consrdered quahu%nd valugs llke : good" and“:,};.' :

})_Y"bad" 'th°“gh they presupposed a soci

52

R an mteractron of hfe wrth its envrronment exrsts. a confhct of two

!atron, to have an objectlve o

L j.basrs Wthh one could call good" r "bad" 21 Such relatlves.z '

. 'mamtamed the mechamsts cannot be objectrvely defined for there is

.no possrble quantlfiable manner by Wthh to define them It 1s only

the ob_]ectrve nature of thmgs, whrch can be determmed only the .

. emphasrs on bare facts whrch must be consrdered 22

Another contentrous pomt /bn thrs dcbate between the‘

i mechamsts and dralectrcmns centered on the questlon of causahty, of c

"\

the exlstence of the accxdental and necessrty To the dlalecttclans,-__'.--..”

fvarratron 1s an tntegral part of the process of becommg m whrch thef‘,',;',’_'_ '.

,-_'accrdental can be cons:dered to have a speclal rel%lonshnp m the’

" :lnner developmen‘t of a. ngen phenomenon 23 The mechamsts demed s

'I- ,5' v



- thrs vrew »-.by' statmg that there 1s no relatlonshrp between necessrtyf

. and . accrdent They are two separate events They do not as the;"'_f_-,. :

. for" chané occurr&nbes or’ drscontrnuo"_‘, )

dralecucrans" mamtamed mterpenetrate supplement each other and .
»-thuﬁ contr}bute towards 4 new synthesrs "24 - The accrdental event'_f_"f ke

o cannot be defined objectlvely It is consrdered to be ndetermmate in

.o

and defi
el ,vw" :

Adetérminei

S ‘_rhmgs P L L ! i) s

Summarrzwg the mam 1ssues separatrng the dralettrcrans and
..mechanrsts were . therr approaches to. the~~rdeas of system force and
: 5 causalrty The orrgmal state of the rln'l’verse in - the mechanrstlc wew -f.'l :
‘_ of thmgs 1s one of drsrntegratron, wherem matenal pomtsu are. e
3 connected temporarrly by an- equllrbnum ofo forces but a real o
. synthesrs cannot be achleved 26 The whole 1s a sum of 1ts parts It is
lnot a phenor‘enon -of organrzatron in- whrch the laws of the whole and
'-the process- of quantrtatrve change 1nto qualrty may lead to a new
-}"synthesrs 27 Movement or . adjustments m the order of thmgs result'
from extemal forces. There is no mtemal motron or . mner tensron in7 o
the . system If force is applred at one pomt m the system, 1t 1s,.;.,
accordmg to Newtoman laws of physrcs, transmltted throughout the-' o
,_system to other parts.p, Sygtemrp dynamrcs, consequently, are’ not |
- 'mternally drrected but are contmgent on. th,e amount of : force apphed‘-
externally Causahty cannot be vrewed m terms of 1ts releVauce to
events at- hand as the dralectrcrans matntamed Rather change must .'
. be v1ewed objectrvely as a product of past events and be lmked to | A' "

-them 28 Thus,‘ the mcchamsts conceptualrze a unrverse whlch rs}.'..



o of the '-di'alect_if

[

) f‘,__f.objectwely, quantrtatrvely and sclenufically based m contrast to: the; o

' .dlalectxcal view of a world possessmg mtnnsrc forces whlch propeb lt---

"

- to further evolve _LA S T : . B

Commg at a trme when the Party was emljorled in: a brtter""

I fstruggle for power, thls debate between the mechamsts and:'

..'dralectxclans naturally carrled gr!iat 1mport for future Sovret socrety

o The phrlosophxcal debate opened up the questlon of ‘Ehe nature of the
role of the Party and 1ts programme to. effect major changes 1n all -

"’_ segments of Sowet hfeP* The trmmph of the dtalecnc view of the _

B \

‘"f‘world provrded the _ necessary‘ Justlfrcatlon and phllosophlcal_
'_ratronale f&b the adoptron of a volunteenst approach to change 'l'he_" 3

vrew of the world as. 1rreduc1ble to. partlcular laws presupposed that_;"'

each stage of socral development was dlfferent and mdependent

"',_;States and stages of bemg, not mdrvlduals, | carned greater 1mport

'The exrstence of mtemal dynamtcs wrthm a system tmplled the nght

| [,-'of man to alter at hrs d%retron the equrhbrmm exlstmg between

hlmself and h1s envuonment ln acceptmg change as the normatrve
'condmon of the world man ls provrded wrth the motlve to effect

-changes The rejectron of the mechanrst world vrew and the adoptlon'

| and the economlc system cou',' be transformed consclously

o ensumg generallzatxons regardmg the orgamzauon of nature,’ and the S

postulates gave credence to the premlse that soctety -

1

The debate over the premlses of Marxran phllosophy and the

S 'purpose of sclentrfxc mqurry rephcated ttself in - a sxmtlarly mtense","

ol
B ¥
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"debate among economrsts and planmng specralrsts of Gosplan, the

_VSNKh and the commlssanats over the nature of Marxlan econormc -

""theory At the heart ‘of this - debate was the nature and purpose of

= planmng for economrc development Should the plan reflect current

condrtrons exrstrng wuhrn the economy and thereby strrve tot .

- marntam harmony among the econ6fnys constrtuent parts, or should

| the plan be a purposeful act to change and drrect the economy to . a |

o “new stage of development4 In other words,

4_shoul%l the economrc plan be of a prognostrcal o
character i.e., should .it be’ based on  the
extrapolatron of the prevrous already known and

~analysed ~curves - ‘of ~économic development' or . .
" should . the plan venture to- estabhsh new .rates and

+ new proportions of economic development -quite
mdependent of the already observed laws and
regulantres 29 ' A

_ Underlymg thrs debate was a set of assumptlons about the

nature of economlcs as a scrence and the orgamzauon of the Sovret.

economy Was economics a normatrve scrence or was 1t as postulated

~in' the phrlosophlcal arguments of the mechamstrc Marxrsts and in the ;

“works of Skvortsov Stepanov and Bogdanov not unlrkes the physrcal»‘_

-‘scrences, a posmve sc1ence whose task it | rs to ascertarn the exrstence

' ,‘""of certam laws or empmcally observable re,gularmes determmrng "
: and preservmg the’ exrstmg order of thmgs" .Thrs naturally led to the\ |
,’questron of whether the Sovret ecortomy operated in. accordance w1th,-i,,-. :

pbsewable laws and accordmg to market forces relatrve scarcrtre,s of ‘

factors, rates of retum and profrtabrlrty Dependmg on whrch set of, B

assumptrons about the nature of economl‘ci-o‘ne used the resultant

economlc analyrs was deemed to be "genetic" " or teleologrcal"'

™

e 55
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In stressmg e 1mportance of current economtc condmons, the

¢

genetrc school of thought drew -on the theoretrcal vrews of the -

- mechamsts ' and’ the early works of Skvortsov §Wpanov ' and

' .Bogdanov about the nature of econormc sctence Econortucs concemed1 =

- 1tSelf w1th '"hlstoncally changmg matenals 'and abstracted from'_ _

R iﬁxese matenals b6ih "laws spectﬁc 'to each parttcular stage ial the :

scrence economlcs could be lrkened to the task of the physrcal

.;,;Bogdanov under socralrsm, commodrtles,v pnces, Wages and other

J‘A‘

"v'»develo\pment of productton and exchange and7 a number of "'laws';;f,":, e

'concernmg productron and e@cﬁange in general "30 As a posrttve:“_: o

sc1ences That 1s, o reduce complex phenomena to its s1mplest parts,'f

Q_Qmmms_m publrshed in 1920 that under commumsm, economtc

. would drsappear seemed to . cast economrcs in . a norgtattve Itght’

'wherem man could cbnscwusly alter the natural order of thmgs To"

- to exlst under commumsm 31 In studymg economtc phenomena

¥

S we musr unfarhngly employ the conclusrons of
economrc science . . . as the basis i the system of
© . social sciences. In these. scrences it plays the same -
(¢ f:a's physics and chemrstry in ‘the- study of all.
-',.‘;'_.‘:ggh‘ic and inorganic. prom:ssesﬁ"2 | - |

that there e:ﬁst certarn objecttve laws and observable regulartttes

: of ' screnttfic mqutry in a study, whtchv:‘

2t | .
Y appeared tn early f925 in the officlal ]ournal of Gosplan He stated,

to ascertam the fundamental laws shgn-ng the umverse .To: clarm as -

A._drd Bukhann and Preobrazhenskyg in. the1r party manual., IJ]LAB_C_Qf,- a

laws and 1ts constructs of money, profit rent wages and mterest

‘categorles of value, however determtned exrsted and would contmuel s )

:'.‘.w” Groman echoed thrs_.-mé of thought and the mechamst"'
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mherent in . the economy.. The farlure of the Bolshevrk regime to T

-;remake ‘-the- economy after 1917 resulted from a profound

mlsunderstandmg of these ob]ecuve laws and thelr 1mmutab111ty:,
e Even revolutxons, for example the greatest of all” * __
revolutrons - -the ~October revolution - - cannot
"change economrc “forms overnight by’ socrahzaton of
~ the processes - of ' production and exchange.
Nationalization could not. cover .all enterprises, and
transition. ‘to planned distribution” could" not- destroy. -
the - free  market which contmued to exlst even
‘though illegally. v S
Objecuve&on itions of ‘the economy, requrre
,certam economic forms, processes of ‘production and
exchange of goods, and distgibution ‘of . natronal.

: income. T hey cannot be arbltranly decreed33
Change in the objectrve condruons of ‘the economy 1s only 3
:possrble when’ one reahzes that "the method and the fo;ms IOf ‘such-"'

: transformanon are drctated by the objectlve condmons of the society

‘ and the hldden objectlve tendencres of its development "34 This is go o

B say that such transformatton is contmgent on one seemg the whole

_at all trmes ‘that one understands the 1nterrelatronsh1ps and
r S R

rnter& “ndence of 1ts parts "35 The whole to Groman appears in

‘o

"e formulatlon of empmcal laws of the-statics .
ynamrcs of the economy, of ‘laws established -
by statistics with the aid of theorems of polmcal :
. economy . ' -
Clearly, a theoretrcally establrshed tendency must _
find - its statlstlcal ‘expression in the form of an.
"é’mpmcal law.™ By the “latter we shall understand ‘
observa‘ble‘- regularrtles of the - exlstence and . the
"“ﬁwsequenpe q{ phenomena, for: ‘instance the law. of .
declining ™ mqrtalrty associated with the growth of
: -~ welfare, the growth or decline of _yields associated
- . .~ with changes in _cultlvatlon, the relation between

*t

& oy
K



, . the value of industrial and agncultural output
" coming to ‘the market, etc.36:

Clearly, thrs formulatron of empmcal laws of statrcs and R

-

. dynamlcs as establrshed by stanstlcs confirmed Bogdanovs vrew that

rhe statlstrcal rr,.lod as a means of m'vestrgatron, enables one tov- S

see hg -t[ggngnﬂy one or . another symptom is . met wrthm a gtven"
Vgroup of phenomena and to m_g_e;gm these symptoms are R

o cxpressed 37 The ‘method of statlstrcal 1nductron leads one. to work-;?i -

- from th_e partrcular to the general In so domg, one can construct a

' ‘plcture or model whrch seeks to 111ustrate the fundamental laws or .

ultrmate causes Thrs vrew 1s not unhke .the reductlonrst argument of o

the mechamsts for observmg natural phenomena

To Kondrat ev, in an amcle pubhshed shortly after Groman s
1nqmry, he noted that it s preferable for “one to observe economrc'

phenomena from a dynamlo pomt of v1ew. The dynamtc ‘view 1s more |

=levant than the static. fon it causes the analyst to consrder
. . o o . . .'i'.‘)/"-, . L
_ economic phenomena in' the process of changes .
~in therr elements and’ in the 1nter-relatlonsh1ps of

the latter in the eourse of time, and Seeks to -
drscoverﬁs regulantles n. the_ progress __of these

varlatlons 38 B SRR

The ‘presence of regularmes in". the varlatrons of economrc .
phenomena results from the quantltatrve and qualltaﬁve changes of‘} :
o the basic elements of the phenomena ,and in . their «mterrelatronshxps.' U

These changes can>be erther._euolutxonary—~or wave-hke. in nature.

Evoluuonary or non-reversrble changes develop in a certam dlreCtron", SR

- and. are not. subject to repetmon or reverslon, whereas wave-hke or‘

':fluctuatmg vanatrons change therr duectlon in the course of trme and

2



' ritherefore are subject to. repetrhon and reversron 39 By means of

"empmcal 'observattons and statlstrcal analyses the mvestloator can

a

B ~

‘ dlscem the exrstence “of - these regular and megular processes and to

- view the nature of these C’p;ocesses as a. Whole"*0

s _pubnshed 1n early 1925 Acknowledgmg Gromans work on economtc:'.

A srmllar line . of thought appeared m an arttcle by Bazarov L

o condmons, he: remarked m reference to the economw recovery then

v Occumng, that w1thout a clear conception of the nature ‘of the

. 'rccovery processes one can understand nothlng of our present day_.

o economy "41 The recovery process should be v1ewed as a natural and

I

' ‘_;system ‘and that . of 1ts stable equ111br1um dlmmrshes 44 The state of '

-observable regulanty

Any system of relatlons' haVing a defmtte'
_orgamzauonal structure, -if some external forces R
‘have caused the deformatlon “of that system, seeks = »
\  to regain the _state of equlhbrlum (static: or . =
B ,dynamlc), provrded the deformatlon is not of such

A

- significant . extent as-to, make the:. systeno fall"

devrauon from equlhbrmm the more stramed are. the inner _powers .

of cohesron seekmg to restore the deformed system to a state of |

-

apart. 4 2

The mechamcs of thts movement toward equilibrium are

'appllcable to any system “of organized relatrons. The ' greater the

L

. equlhbtum can be not only statlc but dynamlc, and in the latter . as

e relattonshtps between the parts of an normally functlonmg who],e 45

=2

‘Vequ111br1um 43 As the movement approaches equlltbnum 1ts Tate of :

: speed slackens as the dxfference between the glven state of the 2

.,wrth “ al.,i. socretal processes there _'vafre* defmlte quantltative}.f_.



- added an extra drmensron 'I_ ‘an artxcle, appearmy@&m 1928 'in

S_Qmahsnsaheskae__khgnamm (SocmliSt Economy). he mg}ﬂlatcd that
:-,the nature and orgamzauon of the enterpnse shaped most Y

_ actrvrty Clearly, the enterprrse should b% vrewed both 5, a

; ~determmant of and a mrcrocosm of economrc actlvrty RN A

»'To study the economtcs of mdustry means- to study', _'
&% the economics of the, _enterprise and the system of
. _socio- economlc ties -which are - lmked to it. The -
~ forms of mdustry ‘exist  only as forms of ‘the
_"orgamzatlon ‘of " the - - enterprise.  Indeed, ‘the
‘- 'enterpnse is ‘not only characteristic - of mdustry ‘but
also.. as’ ~well of other branches of economlc_'

- _.act1v1ty 46 o - .
Th1s presupposed that the srmplest econogﬁc umt determmed
‘-the basw outlme of the economy Global economlc changes result
) ,“from the mterplay of forces occurrmg among and wlthm the smallest
'constrtuents of the, economy. At thrs mlcroeconomrc level of ‘the
enterpnse and- the farm, deflmte quantttanve relauonshrps between
-;'-_the respectx,ve umts exlst and seek o attam equlhbnum levels These

equlhbnum levels are in tum reflected at the macroeconomtc level

,The task of the observer becomes then one of notmg changes at the L :

.- mi roeconomlc lelre \ahd’ to, extrapolate from them the probable
res;:-lts at'a mote glo"bal evel ' L

The 1ogrcal conclusron of these arguments by Groman.‘

_Kondrat ev Baz.arov and szburg about the need to observe

""""economlc phenomena as a whole through the hght of empmcal

o eyldence leads to- the reahzauon, ‘as Bogdanov and other Marxtsts

.‘
.
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o T



about the nature of market forces The * e

f emanded ‘that the rnvestrgator undersnd .therr nature.-.an-_d-

~Soviet Russra 48 .'

' ',the_ _plann_er- concelve of the,_ economy as

noted that in’ sprte of the socralrzatron of the Sovret economy, ,the,

';economy contmued to obey certam econdmrc laws or postulates'

gnt. the arguments of Groman Bazaro,"

behavrour. The recovermg Sovret economy, as~ an- example of

mvestrgator His task was “not solely the classrfrcatron : 'and
B vqualrtatxve descnptron of what exlsts but a possrble prevrsron -of the
- future the quantltatrve apprecratron of developmental trends "47 In,

-such an attempt. to presage economrc tendencres m the economy, one_

3

s tence of such laws 50

" and Kondrat ev,

h fundamental economrc fcrces at work posed a major task for the o

is led to Bazarovs conclusron that economrc laws hold sway even 1n;': ’

To acccpt the notron that economic laws™ or ‘market forces‘ hold' N

sway 1n the Sovret economy means that m any effort to conscrously_

s condrtrons Moreover 1f economrc laws do. govern the economy, as’,.

- drrect the course of the economy one must senously consrder current

Bazarov marntamed then 1t follows that th/e trends of the economy-:

range of - human control If \ attempts are made to- dufe,ct the present»“ ’
and future course of the economys development ofe must senously L

'--_cons1der the underlyrng economlc forces at: work Thls demands that

‘a- harmomous, organrc whole -a maxrmally stable
ystem of mobile" equrlrbrrum -not only ‘when the
_ reconstruction mapped by the - General Plan has
‘been " completed, but at  any . }pornt_;i, ~the.
transrtlon.49 N SRR

Y s
v'cannot be controlled by conscrous actrons Such forces are outsrde ‘the .
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Balance 1s the pnmary concern and task of the planner. Plans

s must correlate the objeotrves of . the assrgnments wrth the actual

4

'resources and potentral of the natlonal economy They must m other G

C g . o
A, L

. .the. economy, mutually determmmg I“each aother. '

' words, be realrstlc m thelr expectatron,s of what the economy can

| construct the plan m Kondratevs words must

?'. take mto account the probable trends of .
» ~:_unchang1ng conditions, our ~probable’ resources and :
-_opportumtres for mfluencmg the ‘course of economic .

: ‘ mstrtutcd to mmate ancfF mfluencrng economlc growth As a genenc :

‘produce, its p'erformance antg!i the extent to whrch changes are R

development, and, finally, the . probable ‘result of CE

influencing it. It means that we must not only have -
‘knowledge of the present in - these areas, we must - -
~ also have a certain amount of forecasting,-for only if
- we do can we ‘speak of the ‘probable trends of ‘our
~economic development - of. ‘eur. pro“bable[.‘

opportumtles for mﬂuencmg ity and of the probable. .

results of thus 1nﬂuencmg 1t.5_}9 L ‘B :'.-;;?':

Lo [ L ST >,

An addmonal exposmon of the plan as a genettc cortstrnct

comes from Groman who stated that the work mf the mvestrgaton

T

a £ P - P

m': whrch . oonnecuon

o prrmacy must belong to the pe;cerved developmental tendeney of

‘the- economy as . a whole 51 Concomri‘ant o wrth i_vﬁ_hrs pnmacy of

balance of tl@ entrre economy Aj'planned economy, he further noted

: -mterdependent and orgamcally uprted 52 Such a plan becomes an

X

'_,.'_productlon drstnbutlon, exchange and consumpnon to be mutually

'." s

assumes ‘the constructlon of such —a balance that would show H,.

must lead to an elaborauon 6f a system ‘of Sta’tlc and dyuamrc laws of

-' _extrapolatlons‘of forecasted economrg growth 18 the constructton of a Lo




- orgamc ‘balance sheet;_}'jxof,.' all “}ec‘on_omi'c" act}iv}‘ities 'l_an,d' ""_their»:-'_"-' ﬁé
| 1nterrelatronshrps T A e ’
_ “This concept of the plan as_an orgamc unlty was not shared by |
- th_e teleologrcal"' school of thought whtch stressed mstead the
' objectlvés of the plan. The plan should be regarded more ‘as a means

of achrevmg an expll’crt ob_)ecttve or goal This ° conceptuallzatton as a’ . L
"‘purposeful act stressed the ultlmate goal rather than the means or
: methods employed ; m the elucrdauon and determmatron of the |

teg objectlves or plan a551gnments. S

theorems of polltlcal economy -of Marx and
‘Engels the teleologlsts v1ewed the plan as one grounded less in . the ‘
-~ empirical . observance of economlc regulantres and the exlstence of -
l'economlc laws. The study of economrc phenomena sen%s, only to
"‘_]UStlfy and establlsh polmcal polrcres Under socralrsm and’
communism, such economlc concepts as pnce, wages, profrts, and
: mterest drsappear and in’ thelr place appears the actlve stnvmg of

- the economlsts to formulate and concrenze the wxll of the workmg

"‘v-class "53 Thls stnvmg--'

not unlrke the" " mner tensron that propels .

"-the umverse forward:_" s postulated by the dlalect1c1ansl Hence,_ the -

: _task of the socralrs ecs) orrust accordmg to, Strumrlm, the[ leading . .

| "_proponent of teleologmaly:.-.school becomes the followmg

Our task is. not to study economlcs, but to change lt |
We are bound by no laws. There are no fortresses C

whlch Bolshevrks cannot storm 5 4

1
Q.- -

. ,_Instead of exammmg economlc phenomena and extrapolatmg

'from the observed results, the plan embodles the - 1dea that events

T

. . e L . . . . Lo e B ’ ANC o



S T e
'can only be explamed and evaluated by the consrderatron of thev‘.

goals %Ward Wthh they are dlrected In thrs hght the plan must gwe .

. not a sum of forecasts but rather a system for~
-an economic pohcy, ie; a system of- economic tasks 5
. ~and ‘directions” expressgd in - frgures “These tasks
_must - be realtzable -provided - a- suffxcrent wrll to.

v reahze them is exercrsed 55

| The purpose of plannmg 1s th refore to concentrate the wrllv‘v;
, and efforts of the workers and thenomrsts on certam selected
"-!objectrves "56 The planners task becomes one of engmeermg. of'_
constructmg a plan from the top ’doanard In plan construcltons, :
”‘-jthe guldehnes aré - the sultabthty of the plan assrgnments and how vf..' E
" they fit in. wrth the stated objectlve 5\7 To base planmng on-' o
ptxﬁnosncauon so goes Strumtlms cntrcrsm }\the proponents of the. _v
geneuc view, h genetxcrsts , is to prognostlcate whether thexr.'a
plans w111 be adopted or rejected - cl to ‘obtain sclentlfic forecasts ofﬂ_ o
- the probable resolutlons of the - Councll of the . Peoples Commrssanats o
| _'vor of the Pohtbnro "58“ - | R | o -
o | Such criticism asrde,‘ the geonetlcrsts 1n drawmg on the.:. .
;;_'phrlosophrcal arguments of the mechamsts and the Bogdanov school" ) ';7' 9
,-"endeavoured “to develop an analytlcal approach to economlc‘f_ )
',;phenomena whrch stressed the - totalrty of the suh]ect whlle _
~"-exam1mng and explamlng the underlymg forces causes
determmmg it. - Thls approach cons1dered economte -events—and-%he————-
. _ﬂanalysrs of them m a screntrfic hght ln ;thrs ‘way the genetrcrsts‘r
'_sought to develop a ratronal and empmcally ased;vxew of the world
: so to regard processes at wgk m the economy as part of the wholc

\_,;'In plannmg, thls ratlonal v1ew consrdered the plan to be a reflectron
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S of the extsnng economtc order and so,,\emphasrzed the developmental

.tendencres of the economy The purpose of the plan was not to

) _'consc1ously change the economy, . but rather to forecast economtcr

'trends and thus hope to prov1de productton targets 1n relatron to

'these prolecttons._ Contrastmg thrs genetrc v1ew was the teleologmal
approach whtch mstead of exammmg economtc phenomena, sought
‘ to Justlfy and estabhsh normattve rnaxtms The plan tos‘them oﬁ'ered

a Justlficanon for a conscxous effort to change the 'ecdnomy 'and t

a ,~_

,quantrfy the role of the State and Party in economlc 1‘& by o g"’""{ ;
Lo .r\;'-,‘ ‘h".v":'.-g .
_ ‘ . 4 , 4 : _. sois ,Q

",)"4 .:.. _{,_r;

brref thrs chapter has attempted to provrde«a s&ne ( 5'?5'

»_background to the works by Groman Bazarov szburg and‘a ‘%

© Kondrat'ev on economtc development, growth and plannmg,, By 1921

'when the NEP was.. proclarmed these four eccmomrst% had already

g cons1derable wealth of personal experlences, mterests,f}«v’f; ~

. i L'?"a...“ S
attrtudes and hopes As statlsttcrans and economtsts, ' they;’.'.

‘,' endeavoured to dtscoven : certam msrghts about the nature of LT

~ economrc analysrs. Drawmg on the phtlosophrcal arguments of the

"mechamsts about the nature of the untverse, they developed an"»",
'.approach of vrewmg economtc phenomena as part of a greater whole _. v
-All economtc acttvrty 1s ob]ecttvely based and governed by the';::j'_:
_'exlstence of certaln laws or regulanttes It is the task of the observer
and analyst to drscover these 1aWs or. regulantes and to draw from o
_them-. certam conclusrons about the nature of economxc development‘_
v,_and the possrbtltty of effectmg economlc changes Opposmg these'{_
genetlc concepts was a behef held by Strumtlm and Others, who drew::.“”.

| on a dtalecttcal v1ew of a- world propelled by mtemal contradtcttons-“"-v_f o
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o and tensrons They postulated that the na#ure of econotmc analysrs»-""

; was not an ob_]ectrve and mdependent 1nqu1ry mto the nature of,” ey

R thmgs, but rather should b& v1ewed as a conscrous effort to change-' L

'and to forcefully alter the relatlonshlps that exrst m lhe econom)' and-

" _'socrety Here was “the - Justlfrcatlon for the adoptxon of ﬁmcular R

development strategles, of certam assumptlons about °°°n°““°'

._.'.growth and of a. planmng approach whrch wogfld Justlfy the role of

P the Party in economlc llfe Groman, Bazarov, Grnzburg and Kondrat °V‘

§ fOI' theu' opposn'lg gcnctlc Vlews : f . ;',

f'~"'}:'could not accept such a view. and would in later years b° elrmmated

t)'
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CHAPTER FOUR : .
A NON-BOLSHEVIK VIEW OF SOVIET ECONOMIC DEVELOPMENT

In the’ precedmg dlscussmn it was noted that the genetxc school

1regarded economlc phenomena 1n a posrt tst llght Underlyrng forces --

3

'determme all economic. events. The task of the observer 1s' to

' examxne these forces at work and from - this exammatlon to forecast )

therr llkely outcomes or tendencres 1nherent in the economy The"
., economy is seen as an orgamc and dynamxc whole, ever changmgv
superfrcxally but - mternally govemed by certam laws or regularmes.»""
.vThese regulantes,' once dlscerned -and analyzed; form the basrs on,_._,‘
} _whxch an economtc plan can be ‘constructed. The economlc plan or o
strategy recogn‘lzes the - stage of development of zﬁtd extstlng;}

mterrelatlonshrps in’ the economy at that grven pomt in tlme. Thesev’

'genetxc concepts natural.l _.

rompted Groman Bazarov, Kondrat ev

v -and szburg to mATS Y teresung remarks and conclusrons )

about a parUCular stra "elopment the natxon should pursue,

 the nature of econo th in ggneral and the approprlate"'f‘ :

,planmng procedures to engender economic development and growth
B ) , ‘:_,. |

ch
A

:EconOmic development' by its. - very nature, proposes . major

| uchanges m ‘any economy. as a whole. It 1mphes the shlftmg of the -

economy from one stage of. development to a dlfferent set of

LA productxon possrbllmes. Tlus, of course, has 1mportant imphcatxons

LN
for the mternal equnlibnum of the economy smce economnc
.]72_

o



development is " pnncrpally a. process of change mvolvmg shlfts m RS
"‘the 1nternal structure and composmon of the economy The i

relatxonshrps between agrlculture and mdustry and therro.’_.";inf.""

"respecuve rates of savmgs, caprtal formatlon productrvrty, capltal

o “I.r". . 1

embarkrng on a path of econom.zc dcvelopment 1

-,

LT
economlc development naturally centered on the questroﬁs of a;

: strategy for mdustrral .expanswn 1ts rate of growth and by what

means thrs growth should be pursued These questlons frrst grew out _? o

o of ? scrssors cnsrs of 1923 24 a breakdown of market relatlons';;'.'"

Tk

boar
-

between the .tpwn and country31de After 1925 the 1ssue of economrc: -

development wgrew more urgent w1th the appeai‘ance of a persrstent

shortage of manufactured consumer goods, of a pressmg need for": RN

: reneng : caprtal equ1

strategy f0r the

mdustrres 2. These concerns led to an’ mtense debate among"*% -
-economlsts and the polmcal leadershrp, over the nature off-'%-?,

. mdustrlahzmg an underdeveloped economy

ThlS debate ’among the economrsts naturally centered on thef

appropriateness- of the strategy of mdust:nahzatron, the tempo thxs"v_. S

strategy should pursue and how mdustnahzanon" should be dn'ected '?'.‘»"

A~¢ AT

L _Groman. Bazarov Kondrat ev and szburg were actlye and wrlhng

partlc:/pan‘is m thls debate. They were keenly aware “of the eco‘nomle’
‘ A

backwardness of - the country -and were equally 1mbued wrth the”

desrre- to see that the Sovnet economy be developed and possess a

more modern and larger mdustnal base ‘What concemed them most

A
Dope

}ent in mdustry and of a need to develop a

output ratros and so on, must be consrdered by all co mnes

) i I“v the c,ase of the Sov;et ‘Union under the NEP the 1ssue of a;,% ‘

g"",'ductron of new processes, equrpment andvi‘_"f“" B

“;-
KRR
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. ~

-

economy s prese’nt stage of development and permn the expanston of -

s»-a' ,'

CoTe

of all as proponents and adherents % the genettc v1ew were Jthe' L

questrons of a strategy of balanced development the mamtenance of"-_f T

»b&lanced vrowth and economtc eqtullbrrum and of the plans forg.:_:.:.v »-
mdustnahzatton wluch would accept the economy s current state of'
development They hoped that these polrcles would strtve tof_ "
mlmmxze many of the deletenous effects a maJor developmental'x"'

dnve, such as 1ndustr1ahzatlon would create in thel economy dunng'

1ts course of transformatton

.

Industnahzatron generaljy speakmg, as a strategy of econon‘hc '

development proposes as 1ts mam thrust to bmld up . the mdnsmal‘ E

clear

balance of the natronal economy ’l‘he concern to them rested on--.:_-

whtch strategy of mdustnal developrnent would recogmze me.,-“:;‘-xf'_-

l‘;dnstry Should the nanon pursue a major expanston of the means}}"
of preductron heavy’ 1ndus}ry,‘ or should ltght mdllstry, ;n.f':‘“.‘g;f_.‘;.‘
c.pnjuncuon wtth agrtcultural develop“iﬁent be promoted? 'Iflusf':

questron of the choxce of strategy of ecenomrc development figured :.'

promtnently m thetr research and wrmngs after 1925

jtton rates To szburg, Bazarov, Groman and Kondrat'ev it was_ _ '

septor relattve to that of agnculture Snch an \expansron of mdustry"; L
,,;-_: & . -
stfi .s'_ to rarse capttal mtensrty, ) savmgs, producttvrty and caprtal .

_ at mdustna,lrzatton would posrt a fnajor shrft m the 1ntern311-'__:




As a leadmg expert on mdustry and the chalrrnan of a specral
commrssmn attached to the -VSNKh prepanng a ﬁve year pcrspectxve
plan for the economy3 szburg ‘was perhaps the most ardent
supporter of mdqstnahzanon of the expansron of - heavy mdustry In
¥ sa report read at a conference of VSNKh and Sovset planners m early

192.7v7he Stated that mdustrrahzatton 1s at the basrs of any
. perspectwe plan for the development of mdustry Industnallzatlon
—— ‘he | noted—' R | : o |

R presup oses’ a- redxstrlbutron of productrve _
R forces from- agnculture to. industry, an -increasing. -
S accumulatron of,, md‘stnal capltal and ‘a drawing, of
.. additional ~labour * forces: into, the _sphere :of

mdustrlal labour. Industnalgzatron means .a_more,_ - - :

‘... rapid mcrease .in® the productton of the means of
S _]productron in comparisdn’ to ‘the producuon of “the
... . 'means of comsumpuon Tt is. hnked thus to an

' . increase in the technical and organlzed composition.

- of - mdustnal capital’ and . has ‘as 1ts _inevitable

_ﬁconsequence the penetration “of mdustnal elements Gt

3 nto other branches of the. nattorral economy 4

DAL Thrs vrew*pf the redist‘“rlbunve prooess of mdustnahzanon
Asupported Marxs assumptton that the course of et:onomtc

development agrtculture would ultlmately be mdustnalrzed5 Y;et

mdustnalrzanon szburg cautroned was nOt an atm to be pursued

blmdly lt was a pr:ocess m whrch one must consrder‘r ourrent '2
economrc eondrti'ons and the présent state of the econ.omy s
dewelop{nent Development must proceed m stmh a way ‘that th‘e;_
populatrons wants are satrsfred and labour productrvrty 1s ratseds-_ff_;."'

. > A
. [ B e

td



i 160
Thus, mdustrxahzatlon becomes R T R T
T not “an end in 1tself but a means - of the
- “realization of more. ‘general - socro-polmcal -aims -
.- facing "the Sovret govemment Industrialization is a = . . .
vgeneral process. Its " course is- ‘determined by a

- series “of ~objective economic’ ‘and socro-pohtrcal,".f“"

~.conditions. The first group of these conditions is
~linked to the. necessity of adjusting ‘to the:: needs of

. ‘national . consumption, The' immediate task in ﬂe A
,_development of -industry. under Soviet conditions-is. - .. .Y
~ .to_satisfy the. basic demands of the populatron For =
o .tthls reason’ ‘the. size of productron Jmust correspond', R
_to the posslble growth of ‘consumption. ‘The second . =
~task’ amounts to a more productrve unhzatton of the

: present labour force 6

. Thls appeal for a more reasoned approach 10 the questlon of

economrc development came at a trme when the economy was.

] '_-senous economtc . stresses. By sattsfymg the bastc,_'_'ﬂ_
( . s fpulatlon mdust:y then could actlvely orgamze':'
} : new entcrpns S and improve exrstmg ones for the purpose of’_.';'_ _.
expandmg the capaclty of the: market place7 ngher labour'.}.:-_l .

productrvny would result and mcrease the purchasmg power of the-}

populatron f IR L

A Consumer sausfactron and hlgher labour prod.uctrvny wouldfﬁ'.’.'
EN I Py

also be possrble rf the drstnbution of 1ndusmal entergnses were

L g»

_ supply and demandt “This. 1dea appeared in an’ artrcle ~ln 1926 m
i 1 T whxch he noted that the econormc geograpﬁy _of : '-.'the USSR was—-'~

RS2
charactenzed by the presence of a few large ndustnal : regxons. - _f

“L

more geographrcally dlspersed and located closer to_ t,'

Ao s

whxch stand out as large black spots on the economrc‘ mapg of thev |

= countsy no one regwh can completely e



.’;7-~'Th1s would also enable mdusmal enterpnses to be more attentlve to

B cooperanve mdustry lacked the resources and organlzatlon of domg

‘ "::ts ’productron and each regron has to hand over a share of 1ts output |

) ;‘;'to ‘other regrons "8 To remedy this, the constructron of “new .
- v‘enterpnses outsrde of the major centers should be closer to thelr L
sources of raw materlals and demand The result would create a
-vmore actrve hnk «between all drstncts of the country and a closer .

‘. - correspondence by mdustry to the actual needs of the populatlon.‘

| Vvthe specrfic features of the egron and us natural wealth Much of
light mdustry. cotton texttles in_p

‘ producmg reglons rather than near Moscow and other major cmes 9

| T ~‘consumer demand and 1mprovmg labour productlvrty, pr'vate capltal

’agnculture 10 anate caprtal survrved because the State and
"'_cooperatwe tradmg networks were poofly orgamzed and mefflcren,t. 3
' I In thrs, szburg saw a role for pnvate caprtal It couldr play the role |

o of a small scale organlzer of productlon 80° long

‘-A”‘,_'l“a’usrness by thelr own means 11 L‘osrtmg the role of prwate capltal

""v"_as a bndge ij over t»ha gaps

) -

- _’ R Sl _‘v.‘;‘f

2.

tlcular, could be based m the

S

e It is mterestmg to note that in. thrs v1ew of catenng ‘to

e

~ can play an 1mportant role m econonuc developmeh‘t rawmg ‘on the

conclusrons of the OSVOK comﬁnttee, Gxnzburg, m May 1926 in’- ‘x

noted that desp’_‘e 1ts small share of overall

~"iqyestment and 1ts struggles to Survrve agamst state mterference,
"pnvate caprtal contmued to exlst largely because of -an 1mbalance |

"-.x.';between mdustrlal producnon and demands of a ; growmg

5
-

as - state and

fﬁ the statc owned economy, S

L |
L g:ampatgns agamst pnvate capttal should be vrewed wrote Grn’zburg,. ;

) as s@tuggles to wrmg out meff' c:encres 1n the state economrc system.

. \' " s X

< a-



e

‘ to serve in 1ts role as. an effic1ent orgamzer and dxstnbutor‘

L The weaknesses and deficlencxes ofp the state and
- cooperative system_ serve as one of “the ‘chief  causes

- of the growth ‘of ‘private capltdl “Therefore. - the' s
~ " supplanting’ - of. pnvate capltal depends above all: ‘on S
~the. domestic “consolidation 'and - 1mprovement of the. .’ T

. 'work of the state and cooperatlve system A The

"capltal but 10 strengthen the capacxty of ‘the " state
“ €éconemy. . The strugglé: with -private: capltal has to
- ‘be ' therefore first and foremost o struggle | for the] B

»':f'.r'_the ,state econormc system 12 R : R

SR sole concem m the countrys develo iR

il

S ;iunderstandmg the general condmons exnstmg m the economy 13

\ the pOpulatlon. Any strategy for the development of the country

...’-‘_v

17 - N . . : e K
Vew o T ﬂ e 2 S . - .. e - ... L.
: ' S . . L e el ;e

.

~fask “is not" 10 reduce ' the absolnte sizes - of pnvate; S

e 1mprdvement consohdatlon and normallzatlon of -

_tb The crux to szburg, and'_’ -
| }f"-to Bazarov Groman and Kondrat ev as we shall see, was that any.

‘ ;development /plan for aﬁulture or mdustry must be Pmdlcatc d on‘*""’ L

yos _":.'. 5 ;.,,&Bazaro% and Groman dld not dlspute szburg s vnew -that the

TN

So long as such mefficlencles extsted pnvate capltal should conunue NG

g expansmn of the mdustry must be based on meeting “the- demands of s




. z ".populatiOn To mdustnahze, S s

"operanon specxahzatxon and electnficatlon 15 The guldmg pnncrple |

=~ ou’tlays, would drag out a s1ckly exlsteh‘ce, suffenng endless mfantrle

' dlsorders and puttmg on the market .an’ msrgmfrcant quanttty off

*"7:
Tt -would have waSted wal-uable capxtal on constr_,

., 'screntlfrc orgamzauon 0

Vof mdustnahzatlon must m Bazarovs words, e

x'

glvely our cultural backwardness and the hmrted‘.j = |

-,materlal resources whlch we . can earmark for -

Teconstruction. purposes, makes it lmperattve that L |

. in carrying out industrialization we follow a strict”

4system with- . respect bqth to . the types of new

'_ 5:v’enterpnse‘s to be set - up and t0 the prronty ‘°
'_'awarded to them 14 ' ' |

Thrs pnonzatton would be gulded by the objecttve economlc

S8 /-"

e

economlc posmon of i

) be the attamment of maximum effic1ency win
regard to - phys1Cal volume of .output, labour
productivity, and’ mvolvement of new. manpower in

"const(;uctlon 16

4 - ' L

ThlS 1s to say, mdustrtal expansron must mmally be orxented to iy

sausfymg demands for consumer goods and the wants of

populatron To follow a contrary course would lead the

<

labour the speedmg up. of machmery

. condltrons exlstmg m the ¢ untry and by the need to xmprove the,-ﬂr' o

ey through. rationalization, ie, the -

" production while a mtmmum is spent on: capttaljj e

development“ of mdustry which w'duld be characterlzed by new}_ﬂ‘

..h- I

goods of very, low quahty produced at very htgh cost"17 The natmng‘ o

v
t'_ ,-,‘,’4. -

and unproductlve 1ndustnal base. Lo

Y e ',"'.' ._‘.,-'H-

‘ enterpnses whlch ’ "havrng absorbed A huge aggregate of capltal‘“fj-j_"::‘-.".:}"«

:'4 mg an 1neff1c1ent Co




The basac cntenOn for dustnal expansxon therefore must be

. j_“;_the constructlon of mdustnes producmg censumers goods and those
kmds of producers goods for whlc,h somethm§ dtke mass demand

s vf'.:' 'already exrsts "18 The construcuon of such mdustnes must be

. : '-:.’mvanably pome fron}f the agncultural sector and its development

S§
* .’ ot
e PR

',such th%t. ".: T o . . '_ ‘ . '- o '

Only by amply supplymg the vxllage w1th good
B vmdnstnal _products - at very. low pnces is- it posstble
tor create a real impulse toward. thé development of
“our’ * backward -agriculture, -Wthh is the fundamental

T e -bas1s, and in- its present. ‘form the chief -obstacle to's_-oj.-;f.:: e
Ce 0 egOROMIC growth ‘of:. ‘the: country thhout this no -~ o0
= _f;;;%amr)unt of expendlture on. agncultural produetxon,f_;'?f L
7. no-amount of  development -in the enlargement of'. " °

’“:"'f‘jand preachmg wnll y1eld substanuve results 19

Agncultural development could be reallzed wnh the expansnon

' "of peasant mdustnes “The expansxon would he possnble w1th very

L _'j_f,small amounts of capltal }fnvestment These cap1tal mvestments

e ,'would mcrease the supply of consumers goods, and ralse labour

o ",;producnvny Under such an mvestment thcy, | development W°“ld

IR
also brmg wuh 1t the tremendous soctal and cultural srgmﬁqance of

‘ peasant or seml peasant env:ronment “20 Moreover, the pohcy""; S

E :”:_,pro*ﬁtablhty of agnculture and spread : n:"the very_ countrystdc those
lmes of mdustry. whtch can be combmed thh agncultm‘e “21' S

Aw»v.-d\» . "
PR

“."2" .

‘--:“._wonented tbward agnculturai development.: Future gro“wth must

'ﬁ.‘pcdigree Tlivestock, better sowing techniques, ‘and E
.?‘machtnery, no amount of agrlcultural knowledge

. _mtroducmg mdusmahzatton m its most reﬁﬂned forms mto the

- would "h°1d fast ﬂ“‘« agrarian populanon in- plaee w.htle ,mcreasmg the :




.':‘)“ .
Vi

balanc.ed approach to mdustnal development So long as mdustry d1d

‘ not possess a firm . and broad enough base wrthln the country, it

. would ber preferable to purchasg»?essennal products abroad or grantv

i“t‘

concessrons to forergn capttahsts "22 In other words’ 1t was S

J

armperatrve that the natlon conserve all avallable resources and effect}"

,-, . thelr utlhzatton m the most M way possrble lf thrs meant‘._”‘
relyrng m part on fo gn caprtal to make mdustnalrzatron proceed

faster, then "'the faster shall we achreve that emancrpatron qth'e S

emancrpatron from the" dependence '

“mot. to. any natural causes but to the : 'eptxonally low Ievel of our_: R

matenal develbpment to the undenndus&hzatlon ’of our country

"23

Groman as Bazarovs closest collea

Gosplan concurred w1th Bazarovs assessme dpproach. Tn a

he roptrmal combrnatton of the development L
“of productwe forces, the. growth ‘of the well-being -~ -
~of the ‘working - ‘masses _and_the development of .

~ socialist forces of the.:economy. 1 used. always to
“add:- concern’ for the ‘maintenance - of a dynamic -

| "i.:'_equtlrbrtum ~in" ‘the nattonal -economy, which o
... requires balanced developmen_t_. Of 1ts
T -“ff"components 24 IR _'- T t

As carly as 1923 Groman noted thatveconomtc deve]opment

had to be gmded by a concern for economtc balance_ For the state

| "the operanve pnncfplc of correlatron and propomouality must gutde

]

other countnes that 1s due Cle

d_collaborator in.



the planmng organ and all departments must——be—led by -its L

dtrectron "23 Thls was, a rmld admomtron of the States econotmc L
Rt e

pohcres wlirch were at that ttme creatmg a serrous pnce drscrepancy"

between 1ndustnal goods and agrﬁultural products Wntmg on the‘

recovery process in . agrrculture and 1ndustry in’ 1925 he further'f"-

remarked that the relattonshtp between agrrcultural and mdustnal-«
output levels could go beyond’ the brc.War 37/63 ratto ojply if: tﬁa’* |
1 mdustnahzatron of the country was addompamed by reduced_ SR
rndustnal umt costs 26 Thrs concem for balance he. retterated m late :
1926 statmg that a national‘fbalance sheet should be drawn up Its
constructron would make it possrble expr‘ess the ~mutual
. mterconnectlons of branches and socral forces of the natronal*-'
economy "27 By the mrddle of 1928 however"‘lus concern grew ever
more urgent as the economy bcgan to labour undcr a growmg goods;,,l,-fz;’j

trade lmbalance, resultmg from a forcmg of mdustnal growth at the'_ N

Y

. e)tpense of agnculture _ : : o
| The Menshevrk programme, 50. called by Naum Iasny,28_ rested:‘
on the baslc premrse of balanced development m all sectors of the.f
economy The natural wealth of the country and 1ts economrc.'},___v"f‘-_

backwardness necessrtated a balanced approach toward .the‘:-'f-?-:‘?-";

o development of agriculture and mdustry Thrs recogmzed the fact =
that delrcate and uneasy relatrons extsted bctween rndust[y and’-z

:, agrrculture For Groman and Bazarov tlns uneasy state of economic";j;v.f’""-i,"

affatrs reqmred a practical solutron, namely to allocate scarce eapttal

.4.-\



: , . o S »»g_":'"
The notlon of balanced growth and the mamtenance %f

3 equlhbrlum in /the nauonal economy frgured prommently also m‘ak

i

Kondrat ev's ‘// scheme of - economlc development.

. mdustnalrzauo/n was: a laudable goal for economrc deve. opment-

.

B >,

:emphasrs, however,_ should be placed on; agncultural development In L

| . thls respect he dxffered from his colleagues

As an- economlst and researcher in the Instltute of Economrc

1

Condmons Kondrat ev was keenly aware of the. posmon of Russran a

:agnculture, 1ts rmportance strengths and weaknesses ',' In a report B
read -to the Commission of Industry Conjuncture m the VSNKh in .
,early 1924 ~he noted ‘that hlstorrcally ‘the development “of - Russran “

| undustry depended on- a concu’rrent development of agnculture and"

?market relations. Thls srmultaneous development of both sectors

_ -could be expected to contmue as long as market relatlons exrsted
~ Under condit’ions':'. of market' relations _the

~development of industry finds itself strictly
dependent on the deve‘lopment of agnculture and.
conversely the . development -the latter is

“dependent on the dev, lopment df rndustry as

_the development of . agriculture was and is ‘now

~ observed to be not only linked to the growth of the

domestic -market but it is- especralfy linked to the

. growth .of ‘the ~external ‘market for agncultural

o »products.- conversely Russian industry. developed‘ :

. and is developmg mamly in - connection wrth the =

| development of the domesttc market 29

Thxs hnkage of agnculture and- industry t0- the development of

the domesnc market underscored hts preferenc% ,for market forces as j

‘.
e

83

:‘3



5 : ‘, X ‘ Lo

.

. _‘ natronal economy Industnal development could not be undertaken

- the primipaii'; %“eg"h:a“‘i.smﬁ °ﬂ8°ﬂd3}i‘ﬂg “the Adevelopment of the

50 long as " the trade relatrons between agnculture and mdustry

remarned underdeveloped The problem of mdustrral development

noted Kondrat ev, relred essentrally on the ablllty of the domestte

-markets for manufactured goods and agrrcultural products 1o -

b

( 1 expand 30

. "};q»,“_:

Gosplan in early July 1925 and summanzed m an artlcle appeanng '
5

“in El.an_ns.d__Es_Q.anx i, August Kondratev outlmed the causes for thew_n‘-"-'- ]

In a report read at a plenary sessron of the Presxdlum of"

. low growth in agrlcultkre Lack of caprtal backward cultrvatron -

techmq S, state polrcres, unstable market condrtrons and a lack of _.

e( o

tralned agrrcultural specrallsts consprred to keep the purcha*srng_;;.'

power of%, the agncultural populatron low and to mrtrgate agalnst

l.

further agncultural development 31 Only wrth the development of -

the commodlty trade 1n the economy. 15‘9 mtroductron of a new

‘technical base rn agrrculture and the growth of regronal

. ““a’a %% . l» *
. drffere?tratron “can we ¥ “truly on the one hand ralse the
o PR s,
= purchasmg power of agrrculture and the possrbrhtres for - exports,

- while on the other hand, truly lead the. economy in the dlrectron of a

quantrtauve growth and mternal reconstructron “32,

’(P .

; To Kondrat ev agrrculture should be consrdered the major»;ff'
"?\(p‘rronty in the natronal development strategy Due to a barrage of

crmcrsm from opponents he reluctantly accepted the rmportanee of,

o mcmstnal development Hls retrcence about 1ndustnal expanston S
| 'centered on how such expanslon should be undertaken. If mdustry

was to be expanded artrfrcrally by credtt then thls growth of the-



"
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‘;'break 1n the relatlons between 1ndustry and agrlculture and 1n the -

'fmal analysrs result in an 1ndustry dependent on state largesse "for'

85

' nattonal economy would create mflatlonary pressures lead'-to a

survrval 33 Tlus scenano he feared for it would be far better for the .

&
natlon to conCentrate 1ts energres on. agrrcultural development &

J, U B

One possrble avenue for agncultural development to Kondrat ev_ '

lay in the growmg drfferentranon occurrmg 1n the countrysrde among

the peasant class In 1925 and 1926 good ha.rv\sts and an off' c1a1,...- -

- “polrcy of toleratmg the more enterpnsmg elements \Bf the peasantry,'

led to . the emergence of a class of richer peasants The emergence of

‘-.‘-thrs ncher peasant’ better orgamzed and fmanced than -most B
"accordmg to l@ﬂdratev, offered a way out of the pnmltrve
tnefficrency of . peaSant agnculture They ‘were the best equlpped and
--the most efficrent who brought a hrgher propomon of thelr grarn to

. the market to feed the towns and crtres 34 Encourage these more :

enterprrsmg peasants and 1t would be possrble to counteract the

e#g,a of an atomrzed v1llage agnculture 35 To remedy the’

meffictency of the small peasant. holdmgs, state assrstance could be
made avarlable to the "lower groups of households S .' wrthout any

threat to the productrVe forces “of agnculture pull the lower groups

upward "36 In S0 - domg, agncultural producuon and exports “would |

be developed as a frrst prronty to pay for 1mports of industrial
',,'equtpment 37 s o

In’ recogmzmg the hrstoncal and contemporary development of' :

"'Russran agnculture, Kondrat ev consrdered agrrcultural development
- .to be the pressing’ rssue in hrs strategy The low purchasmg power. of

'-‘:_the farm population, ;,the -scarctty_ df caprtal and the egrs_tence of _an«;'



atomlzed farmmg system of land holdmgs necessrtated an. approach
leavourmg development “of © agrrculture By promotmg the
modermzatton ratronahzatlon and capltalrzatlon of agnculture under
| 'a market mechamsm would ‘to Kongrat‘ev bnng about a more
_’_healthy development of- mdustry and. of the country as a whole.

It is worthy to note that the above strategtes of economlc

‘development of szburg, Bazaﬁov Groman and Kondrat*ev shared a-

: common concern Economlc development must rec0gntze the present
' _'_set of the natlons productlon pOSSlbllltleS Whlle mdustrlal
_fdevelopment 1s necessary to recapltallze and modermze the present
'Q}xdustnal sector, any strategy advocatmg thei development of heavy

»‘mdustry w1thout much concern for the consumer demand 1s a

e : .proposmon whrch could lead to gross mefﬁcrencres, a waste of scarce

o -

T L

resources, dlslgcatlon -and drsorgantzatlon The sattsfactlon of the, 5"'

basic demands of the’ populatron 1mplred the recogmtron of two facts

-"MFlI'St the economy possessed few pools of capltal surpluses Secondly,

>0, {a;ccumulate these necessary pools of capttal and savmgs requlred a:

&sa' -al and measured approach ‘to the development of all major

L .'

'3
r

advocated ))y Groman Bazarov,. thzburg and Kondrat ev was a

N

I

Underpmmng the respectnve ,;trategl"es of development



._-j'_accumulatlon and output would over pme expenence a dihmng:_‘,f Bt

}.—;;,,fundamental premrse about the nature of e(:onomrc gr Jh and m,

" Arate over trme The premrse affu‘med therr belref that economtc,-'

R, i

'ﬁgrov( h, as a measure of change m natlonal mcome caprtal

1nﬂuence of technologlcal mnovatxon greater capntal mtensrty and

R hrgher levels of productlvny, operated accordmg to the pl‘ln°1P1° °f

o

A

K]

constant~ or lncreasmg returns to scale 38 Drawrng on therr

- observatxons of a recovermg economy,., Groman Bazarov szburg '-'_'-'.‘.

and ‘Kondrat ev postulated that economrc growth rates, whlle
1mpressrve in" the mmal stageswof econornrc recovery, could not be
“assumed‘to contrnue to trace such a path mdefimtely Once the
economy ' recovered to prevrous levels, output ancf caprtal
accumulatron growth rates would naturally return to levels more
'f ‘indic ttve of past hlstorlcal trends m Russra These 1deas carrxed
| broaj 1mplrcatrons for the questron of Soviet Economlc development

‘ and the appropnate path of development the natron should pursue

The clearest eXpressmn of the nature pf economrc growth in- the "’

- short-run came from ‘Groman and Bazarov m the postulate of the

.

SR

. "drmmshmg chrvgﬁ’

that the raprc\ rate'

39 It was assumed

o '-trénd Thts behef refuted m part the classrcal economrc notron whrch. Sl

. was"' embedded m Marxrst economlc theory, that mdustry under the

Sovxet economy smce 1921 could not be mdefimtely mamtamed» In N




"_'Sov1et economy% approachmg its former prewaﬁ p?fcﬂon levels
Gromah for example behevmg to have found a gularxty m the »
 price relatronshlps between agrlculture and 1nddstry, remarked “gthat ;
.fthese relatronshtps would recover to. thelr prewar 37/63 ﬂtro " |
..Bazarov constructed a theorem about the nature of economlc growth 'v'".v‘
o j-m the short run He postulated that ‘the course of the econormc .
recovery W’as akm to a smooth declmmg curve ~ The closer the
jjeconomy approached 1ts equxhbnum, the slower would become 1ts
: ’ _rate of growth Both vers:ons of declmmg growth rates in’ the short R
' "run were/aftempts to deprct and m the case of Groman to presage\the\__ﬂ_'_."
course of ‘the economlc recovery BTt } e ' R s
' | " ) V'In' "On- Certam Regularmes Emplrlcally Observable m Our B
'Fﬁf-\«;,}»'Economy, appeanng m the frrst tw0“‘issues of Ej_ag_n_ed_E_QQn_Qm_L
| "*yGroman formulated hls versron of declmlng short term growth Tates
-.,'l'on the basrs of four proposmons mcreasmg utlhzauon of ‘
producuve forces, a proportronal development of all - sectors of the ‘ o
& economy, nsmg hvmg standards and“ more favourable State economlc
| pOllCleS From these bases, Groman observcd th basrc regulantles
about the recovermg Sovret economy\' % R

SRR the fl!'St concludmg that agnculture weakened
PR -less than mdustry, but then recovered less than the . =" -
T latter ‘the second is that the’ relatlon of/ the valye of .

R ‘.,.agncultural and industry goods ‘to the total value of
o -all goods commodrttes is’ approachmg 1ts prewar_: ot

_',___relatlonshrps (37%~ and 63%) 40

A, .

These two observable regularmes of the economrc recovery
stated that the ctvrl war’ had affected dlfferently agnculture and

stry Agrlculture due to- the prlmrtlveness of its productlbn

Cr :



“-“of productron and the 1ndestruct1b111ty of 1ts basrc means of

‘producuon suffered less overall damage 41 Producuon fell much l'ess“f'"

L N

/commenced agrrculture w,as frrst 'to, recover The sxmple'_'_

*

-

' technologxcal base of agnculture drd not req}n

growth 1o retum productron to pre crrsrs levels. As soon ‘as
- | underutrlrzed prgductron factors, land and labour were brought backi_--"“

' mto use growth slowed Industry, on. the other hand accordmg to

Groman

P

EAE R ‘. consrstmg of productlon conglomeratrons, loses-' '
L its productrve .capacity through the- 'sporlage....
. _ ‘destruction - or temporary lack " 'Of even  a few L
' S "elements. The rapid.. recovery in mdustry L

- v._'explamed namely by - the- fact that enly a few.”"'
. .. elements'  were rurned the ma_]orrty ‘of -them
70 howevér remained ' almost intact and - with the'-'.. .
SR reconstructron of .a small .number ‘of eclements a,
R huge- quantrty of producnve forces were. broung)
mto ‘motion. 42 R = :

Thrs complexrty of productrve forces naturally favouredb'.“.:
" 1ndustry Once necessary equlpment reparrs yere made, ,r,aw.'v
’.matenals obtamed and a measure of orgamzatron and drscrplme in //
| the - productlon process was restored industnal productron responded,' A
very qurckly As: other segments of the economy approached prewar

productron levels, an addrtronal 1mpetus would be grven fo 1ndustnal".

- growth rates.,e,

-t

As mdustrral productron recovered Groman noted the pme

.:‘relatlonshlp between agncultural and 1ndusmal products would o

"rétum to rts prewar ratro o£—37/63 Wrth a8 much"'faster Tate of_'-: e

L , "4..

- St
. Y
[ B

M R than was the case m mdustry, and when the recovery process""

":‘_process, the drrect connectron of the exrstmg populatron to the results

‘a hrgh rate of':' i

.

R T

ERE L e
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growth " wrltes Groman "than m agnculture, we thus undgubtedly

Sy fmovte closer to ‘the prewar relatxon of the levels of agncuitural and
S AN

= 1ndustrxal prrces"43 Thts movement toward the prewar ratlo of

reducnon m umt costs, it 1s natural that these pnce relatronshrps
would return o prevxously establlshed rattos 45 ‘ ..
| It is questionable however whether the pr;ce relatronshrp

between agncultural and industrral products would return to the

37/63 ratlo as ex sed by Groman It shou be noted that thrs

ratro of value df the outputs of the two sectors was in- lme wnh

t

Groma'n's postulat of an mherent equthbnum condrtlon for the

o

rg'economy Perhaps thts ratlo served to remmd hlm that the economy

" l\pder the NEP had not fundamentally been altered by the 1917

¢
Revolutron The underlymg productron relanons between agnculture

Aand mdustry remamed more or less mtact Agnculture was stﬂl the

mamstay of the majorlty of' the populatron Industry, too, had not

: ‘apprecrably changed 1ts structure or role in the economy as a |
suppher of manufactured goods t6 the rural populatlon Hence, as the

V_recovery became broader and mvolved both sectors lt could be
'assumed as Groman perhaps d1d that the economy would once more

‘return to prevrously estabhshed relatlonshxps Growth rates in both

'~‘sectors would declme to levels more -in keeplng w1th prevrous

'prewar levels S

-

Bazarov. on the other hand in \"On Recovery Processes

"General and on the'Possrbihtres o“f Currency Emlssron m Partrcular

. H L . . AR K
- " L B T . - B . '\" . ‘-
N : '
LRI

e

RSN

' Q

| 37/63 is im keeplng wrtlb the changes m the condmon's of umt _‘
'costs;"4 As mdusw attams "a greater uuiizauon of fixed caprtal a R

'better orgamzatlon of the productlon process and consequently a REE



.v o’

| appeinng in o E onmig -Reviey
growth rates in the. short run from a more theoretrca]f basrs, A\ﬁy
system possessmg a~dleﬁml‘e orgamzatronal structure seeks to regam\v o
1ts state of equlhbnum frdm whrch rt has devrated As the tsysterrr_'-_’”v-_;"‘,~

A

approaches -1ts requrlrbrlum ‘ the rate of growth or \movement?v:"f M
naturally slackens In other words, as an economy returns “to rts [
prevrously estabhshed productron levels ‘ economrc growth begrns to

f) Thrs drmmu‘tron of growth rates in’ the recovery process or

transrtronary penod is. not rnstantaneous but rather a: contmuous one, s

';._yreldmg a s_m_g_o:t_h_\curve as the process approaches a level of ‘
equllrbrrum\45 At the outset of the recovery process, output wlﬁ‘}-f‘ LEL

‘ expand very raprdly Then as demand 1s satrsfred thrs growth wrl,l

taper off This® process of dmnnutron wrll occur ay long as theref

' remams unsatrsfied demand Only when wrrtes Bazarov

Lo lan srgmfrcantly smal number of unsatrsfred,' '
Y customers remains, - ‘the’ recovery process as, such is
. »-_'.i,_'-’practrcally -over. - After that - the | development of-
. production - is attributable "to “the rise in populatlon L
. and o its well-bemg, or to the lowermg -of prices on‘l.f e
B j' :output resultmg in: fuller gratrficatlon of needs 47

Thrs recovelzy or transitron process was expressed graphrcally

by ’Bazarov as a seqes of contmuous curves approachmg the

)r(ve
X approaches equiﬁmum over qme or penod,s of observatron, tl, tz, e

i -.'""‘-.’tn» The “dlstance from the/ ethbnum toward whrch curve X 1s o

-

: ‘-_'travellmg at any pomt m trme s denoted b)' th° 1"“’ segment lymg




A -, ";;.
.Source:

15,

V. Bazarov,
. V@obshche .i ob ‘emissionnykh: vozmozhnostiakh' . v

chastnosti.” Eknnnmmh;skn:_n.bnmm no. 1, 1925 p.

4

"O* "vdssta‘nbv'itel;n'ykh protsessakh’




**@es Eg}na ed by curves X‘ X" and X"’

. ?%f ;£awih"'; g

economy nears equlhbnum levels.._ Thls 1s the ;Crux. of Bazarov ;‘;

":'3?’-,_’ o
versmn of the theOry of the "drmlmshmg curve. R

In the case of the

. . ) : ’ -t S N

éproaches eqmlxbmm the lme segment wxll;_-_'f
' an 1ncreasmg rate._ In other words, the rate:_'_

ng the recovery dummshes at an mcreasmg rate as- the' |

venng Sovret economy, growth rates:f,'?..»“"

'"c anging. If the dlstance from eqmllbrmm 1s”

5 g’ﬁ%semed by the lme- segment then over trme as the'-‘g



B regarnmg 75% of 1ts prewar productron levels 50 As rndustrla,l
: 'productton drew nearer to, 1ts 1913 levels, the expectatlon was that

| f',}"'growth rates would naturally slacken and return E more "hxstoncal

'..growth trends The fact that the attern of growth rates was not

conformmg to the conclusrons of the "dlmrnlshmg curve postulate

_ led Bazarov to belleve that the recovery was not a e

L temporary retardatron of the economrc pr R
~'in one field, but .. Ll a severe deformatlon of . the S
- - whole of _the . natronal economy, a - deformatron?

" which has grossly dtsrupted all the relattonshlps of / =

the pansST T ”
In short the theory of the ”dlmmlshmg curve ,v as- developed by

3

Groman and Bazarov was an attempt to explam the phenomenon of

:the\ recovermg Sov1et economy In a system of orgamzed and
:jmterr;elated parts it ‘was expected that the economy would in lts o
course of movement to a_more stable level of equlhbnum expenence i
"5-""5 a slthng of growth rates Implrcrt in thls behef was the: assumpuon
“thg,t the economy hag not fundamentally changed and consequently
s \the moverqent toward a stable Lequthbnum would result 1n fallmg

ltatES of growth of output and capltal formatlon 1n -the short run, b

v

The 1dea of declmmg ‘rates of growth i output and capltal
formatlon naturally found acccptance in mdst offlcral p’lannmg :
documents before 1928 The rlncxpal planmng documents of theJ
szburg commlssron and thoset of the Gosplan commlsswns for the
draftmg of the Five Year Plan embodled the assumpuon that growth |

‘ rates would attenuate throughout the planned penod Though Q

"L

’1.'-



:";.approaches | to the qnesnon of Planmng and forecastmg mdustnal

Qv ‘_growth vaned all offtctal documents employed thxs notxon ol s,fallmg :j..":_- R

e .'/f-"-'f»;,..growth rates xn therr calculatrons However by the spnng of 1928 s

L “'-i";';the 1dea of attenuatmg growth rates came under mcreasmg attack*'_

from the Party and led to - several revrsrons of the calculattons of o

drafts otf the Flve Year Plan,as shoth )t}. Table 5 ’below

'rhe VSNKh Frve Year . Plan for . 1927!28 1931/32 prepared

'ssron headed by Glnzburg and completed in mld-l927

under a com

Lo lndustry controlled by ‘the. VSNKh whtch would be 82:1 percent”,,_

employed te - "drmlmshmg burve m 1ts pro;ectlons of mdustga,l

growth The Plan envrsroned for 1931/32 an output of large-scale‘:‘«

‘:"'lugher than the estlmate for 1926/27 (see Table 5 below) The,s o

planned annual 1ncreases for VSNKh controlled mdustry were -

&

therefore expected to declme from an mmal annual rate of 16 3 o

-

«'T'

percent m 1926/27 to -an. annual nse of only 10,0 percent m,‘ o

After the szburg commtsswn released tts Ftve-Year Plan in L

mxd—1927 “the - plan was’ revrsed in November l927 when the VSNKho-.i'

rgleased xts Contrel thures Industnal output shown below m Table-,'f i

5 was to grow by '1080 percen,t but annual growth rates stlll:é

remamed based on the pnnctple of the "drmrmshmg curve Thesef

| flgures underwent further revnsrons m 1928 Slowly, the xdea of‘. ‘, '_
';‘_ fallmg growth rates was replaced by one of a stable or mcreasing T
o growth curve' The December 1928 VSNKh draft envnsxoned a 167 7
percent total mcrease and a shghtly nsmg gromh curve for 1ndustry,

3 w1th annual mcreases nsmg from 21 9 percent m 1928/29 to 22 4

Pereent din 1932/33 REEE o



Y »mmmwm%wckms"oﬁﬁéﬁo& E
. OFLARGE-SCALE INDUSTRY IN SUCCESSIVE DRAFTS

":f DRAFI‘ "RATE OF M1926' 1927 1928 1929 1930 1931 1932

L March 1927 I S e ,
 Gosplanb - 79.5 - ~19’;1* -'13.2 106 99 .92 S -
Ju‘ly 1927, # - oo N
VSNKhC 821 ~13..:1_ '13.7.10.5° '10.0 ¢ -

1
[y
O\
u

‘108.0

[)
)—l
v°°,
[a—

,A.167.>6 ‘1-7'.'6?‘- I,:3;~,-8;_¢_ 12:8,

P

| asxc g R TR el
Cvariant : = 92.0 - ‘16;4*14-0\14-:1 12,9 123 <
Optimum .~~~ .. .o oW ERE
variant - 108.0 -  18.1 16.6 17.6 1:‘(8'_ 12,8 - -
Apnl 1928, D SIS T e

'VSNKh  -1400 -_»-),z3.L~1"8ﬁ3‘ 18.3 18 4184 (18.4) L

| Aug 1928, S L R R RCE

- VSNKh 121-’«.0- B e L2 7 '17-3 177  17.5 14.4—

"Nov 1928 - R B I O
| o 135 0 R 192 18 9 18.1° 19.4. 17.6

V:SN’Kh _'“1'67.7' e 21 9 20 2 21.8 22,6 22.4
-~ April 1929 _. . N T
- Gosplan . S R
First Five-Year = - . S L SRR '
: , Plan . e
. “Basic R T U O |
. varamt 135.0 -7 - 21.418.8.17.5 181 .17.4
Optlmum e R | j o R N
Lo yariant 1790 -7 . - 21.4 21‘._5 22.1 232 252

- Sources: N.: Jasny, Sovict Industrialization. 1928-1952 (Chxcago and London

: - University of Chicago ‘Press, 1961), Table 1, p. 57 and E. H. Carr and R. W.
. - Davis, Foundations of a Planned Economy, Volume I, Part II (London
©4o - ‘MacMillan and Co. Ltd 1969). Table 49 ‘p 981 ¢ ,

'r



NOTFS

a) Large scale mdustry controlled by the V‘SNKh Growth?_j
' measured in” 1926 1927 prlces unless o@se mdlcated ‘

Based on. Gosplan drafi of erspektivy .
" Published .4s a pamphlet in_ 1928 Opn
. were those, ‘of VSNKh K ontrol'nye.. 337
A ’"‘fcommxssron BoLi T

. :fPrep,ared under S G.. .Strurmhn T

" SSSR- '(1‘92 128 - 1931/32 28). -Prepared. under A. M‘
‘ __“.-*szburg Pubhshedc September 2 1927 e

Pubhshed as - pamphl

’ ,‘:November (") 1927. Prepared under; V Mezhlau95 Alllwl‘ﬂ
. 'VSNKh drafts subsequent to M_a;gﬂm were czﬂled Control~ ;
x",_:»fFlgures FRREACl AT A SRS e

N

Naa-

Preface dated March 21 927\



The Gosplan Frve Year Plan for 1926127 - 1930/31 whlch was

pubhshed tn ‘the’ sprmg of 1927 envrslonéd also a declmmg-\growth

curve Prepared under the charrmanshlp of Strumrlm thrs draft

7 3I/32 Annual growth rates as indrcated in Table 5 above WOuld

, .pressure revrsed the/\l‘a/ pro;ctlons of the Strumllm commi’ssmn
~and mtroduced a system of basrc and optlmum vanants ThlS system
of variants: for the Flve-Year Plan .for. 1927/28 - 1931/32 contlnued
to postulate a declmmg growth path By Apnl 1929 when the Flrst

\

I Fwe-Year Plan was promulgated into law the projected increases for
‘ -0

gross mdustnal output were much lugher An _increasing growth
curve had replaced the "dlmlmshmg curve”. . : \ s
| On d closer exammatlon of the plannned rates of growth of

B N

gross mdustnal output in Table S5, a few observatlons can:; be noted

. 6‘
i -ecasted a 795 percent iﬁcrease in gross mdustrral output by

'v; -
g <&,

declme markedly and stabrlrze at” an approrﬁ“‘r?ate rate of 9 0 percent
: in 1931/32 By the end of 1927 Gosplan under mcreasmg\pohtlcal

~ The. drafts released by the VSNKh and Gosplan in 1927 assumed that

the penod of economrc restoratlon was over and growth rates would

now declme Two documents one. comprled by szburg and the

- other by Strumlhn prOJected very srgmflcant declines in annual

’ growth rates. These two drafts appeared at a’ txme when the

mfluence of Groman ‘Bazarov. and szburg was at its herghtz Groman .

-—

) was publrcly honoured for thlrty years of work m staustlcs

,From the end of 1927 to the spnng of 1929 a new a.nd more

R \-
}'1 ommous trend appears Pl'OjCCted growth rates are mcreased
markedly By Apnl 1929 the planned five-year rate of glowth‘ oT

gross mdustr}al output more than doubles, from ,82.1 percent and

o

-'79'_8} ;'

Sy
4)
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795 percent for the respectrve VSNKh and Gosplan drafts to the.',
\\adopted rate of l79 _/ pergent Tlns doublmg ‘}reflected a growmg ’
5 desxre by the Party after November 1927< to expunge from all drafts e

any hrnt of the\ drmmshmg curve It is - unfortunate to note’ fthat*
o durmg tlus perlod the proponents of the dlmlmshmg curve - "
. pr1nc1pally Groman and Bazarov came under attack and were‘- |

removed from mﬂuenual posrtlons m Gosplan szburg, after the _-—:
release of the findmgs of his commrssroh m July 1927’ is, sent to the_ |

Umted Statés for six months By, nudﬂ1928 an“ actxvp campargn lsy L

undertak'en by the Party to replace A Several’ ‘non- Party specralrstsf'- L

wrth Party members in several commlssarlats, Gosplan “and the *
B g e

VN \/\ R B A e L

Whrle Bazarov and Groman are\”’coq‘srdered to be the chlef “_‘
proponents of the nature of economrc growth in the short rnn, there?ﬁ ~ %
o 518 no questlon that Kondrat evs studles on the dynamrcs of growth in . y

wthe long run, m the form of long cycles. constrtute a srgnrfrc/ant

contrrbutlon to 20th century economxc lrterature ~As Kondrat ev" )
- com‘nented in 19 e — N
I arnved at the\hypothesrs cdncermng the exlstence Y _',‘_}

of long cycles in: the years. 1919-20. Without, gomg;
mto a special analysrs,_l formulated my. general_-. S
thesrs for the first tlme shortly thereafter m my.'., AR

© e

. Dunng the winter - and spnng of 1925 1 wrote . a‘v_,'_ N
"',."SPCClal study on "Long Busmess Cycles whrch_

‘appeared i Volume 1. of R
Knn_xun.kmu(l’roblems of Economlc Jluctuauons), SR
‘ ; " A R P . e T A E



publrshed Ai Moscow. by the’ Instrtute “of
Conjuncture* in 1925 52. .7 |

Thls study, "Long Busmess CYCICS cxPressed ‘e'- -'results-'.of his .

"A'fstatrstlcal tnvcstrgatlons and research on long economrc cycles On

: February 6 1926 the study was read as a- paper at the Instltute of'} E

.'Econormcs of the Russran Assoctatlon of lsgsearch Instrtutes m Socralf[

S

| -'.,-'4Scxences In 1928 the paper was pubhshed in a book EQLS.LLLS.LK_! :

"k_m_n_k_tm (Long Economlc Cycles) wrth Kondrat ev llsted as

‘, author and D I Opann as co~author

© eiteaetne

SIn 1926 the study on long busmcss cycles was pubhshed in an"‘.,‘i :

Lo abrrdged translatron in* the German Journal A"ISE'”-IJ' 1'!',..{!"]';'_-.

' }__.,Englrsh as' "The Long Cycles For many%ears these two versrons

. were “the only statements m thc West of

”“-..'cycles and the dynamrcs of economrc grow,th 1‘1e long run

ik, under the trtle, "The Long Waves- ‘

fm Economrc ere In 1935 th1s abrldged translatron appeared in

ndrat’ evs work on long-

Hrs paper “of February 1926 offered the clearest expressrorr of " \

.:‘hlS thoughts on long cycles The mvestrgauon centered on the

" jevolutron of the capltahst economrc system It was -2 culmmauon of

. 'many years of r°search on the dynamrcs of caprtahst socrety ‘as-

P Kondrat ev. wntes

) I came 4cross phenomena that were hard to-_ -
‘ 'explam without postulatlng the existénce - of long,

.fluctuatmg -processes -in ~the" dynamrcs ‘of the .

-economy whose "-influence was very deep .and
: srgmflcant53 ' o | . .

'J

In hrs mvestrgatlon of these unusual phcnomena Kondratev ", _' 3

aS\umed the enstence of a theoretrcal curve whlch could represent



real evolutlonary trends in the development of - an economy‘ |
Employmg several stattstlcal techmques such as the method of :
: wmovmg averages to smooth -out short term dlsturb_ances. Kondrat ev
— developed a senes of curves As a precautron agamst potentlal error, S
: he consxdered rt necessary to study the development of capttahsm in -
] li-» its specrfic traxts, and not only on ‘the costs of ﬁgures, but also on the. L
'5"'-"basxs of descnptwe data "54 R '1 Dt _ v v
| By these meansw_he exarhmed data avatlable for France v ;__
o England and Umted States for the penod from 1789 ‘to 1921 “The S
uddata mcluded changes m the average level of ct)mmodlty prlces,,'\'v:?:'”'
lnterest rates, nommal wages, forelgn trade tumover, coal ptg 1ron_'-:‘ ‘_
and lead productlon and consumptlon and savrngs From these data, .
o ’.f‘he concluded that the dynamlcs of the series exhtblted long cycles, .
“"that these cycles were wavehke in nature and that they more or less: ,._- .
%mcrded in ttme 55 Moreover he asserted that there ‘was "a very
f_close correspondence in- trme between the cycles in the dynamlcs of .
.'i_’,'the “senes gwen for mdxvrdual countnes "56 On thls basrs he“-"'
- postulated wrth certam reservattons that from the last quarter of the‘-'"
. ""18th entury "capltallst econo‘tc development had beeni,
charactenzed by three long cycles ' |
>'. ER Flrst cycle L e | ,
R ' l Rrsrng wane frdm the Elghtles and early Nmetres
| of the crghtee-th century to 1810 17

* 2 Downward wave: from 1810 17 10 1344 51
""‘j.";"Second cycle Lo T T .1:
1 Rlsmg wave from 1844 55 to 1870—75

“‘.
.,

_2 Downward wave from 1870 75 to 1890-96



S "‘\"\\v Thu-d cycle ‘\ ‘_.' f o "..' RS -
1: Rrsrng wave: from 1891-96 to 1914 20 s
2 Probable downward wave begmnmg in 1914 20 5 7

)

These long cycles he noted had the followmg characterlsttcs.

’ ‘.Flrstly, before the begmmng of lhe rtsmg -wave of each . long cycle
' . consrdcrable changes occur m the. basrc condmons of the economrc
'~llfe of . captialrst soctety These changes are’! mamfested in the

'techmque of productron and exchange in the condmons of monetary

c1rcu1atlon and in the enlargement of the role played by new
I

- countrles in global economrc hfe 58 Raprd successron of major

_dtscovenes or mventrons precede the nsmg wave In the case. of the

. first’ long cycle 1ts nsmg wave ‘was preeeded by numeror& techmcal

‘?steps ?r the Umted States to enter mto the world market59 The o

_second

v1nve‘htrons in certaln basrc branches of Brmsh mdustry and to a;

el

" lesser degree French Another 1mportant development were the first

ycle llkew1se, was preceded by a number of major techmcal

'mventlons such as the turbme Portland cementr.harvestmg t’nachme,

| 'telegraph Steam pt;mp, rotary press, sewmg machme and the laymg

" ~of the ftrst underwater cable. These ‘technical mventtons led to the

~creatlon of new deustrtes and to tmprovements in . product»Qn

©

) ‘methods Other 1mportant de\ropments ‘'were the growth of

Umted ‘States m world markets and major gold dlscoverres in

“Callforma and Australxa ‘lelajor d1scover1es 1n the freld of

‘».3electrotechmcs such as the electnc dynamo,.vacuum pump,. drlll

_press, electrrc, locomotrve,, drscovery of hydrazorc ac1d”" electrtc

7 . d
. Lo $ [V

£

-_transoceamc transportatton, a further enlargement of the role of the '



: .I

: -_-:'rallroad electrrc weldlng and forgrng, electrrc streetcar, gasolme , R

o .:_" engrnes telephone, ‘and - wrreless telegraph preceded the thlrd cycle T

_'_Thrs large scale applrcatron of electrrcrty and chemtcal scrence;‘:-f’-» : 3

i} cotncrded wrth the: begrnmng of a new penod of qmckemng tempo G

- economrc development whtch brought it tts wake a nse m gold‘ |

o ::productton, the estabhshment of the gold standard and the entry _into

mternatronal commerce of such new countnes as Austraha

-_ ‘Argentma, Chrle and C,anada 60 In the begmmng of each new long '

o cycle

e L we observe the broad appltcatrons of . . .
mventrons ‘in- the sphere ‘of industrial - practtce due

. to the reorganization -of production relations. The .-
‘beginnings” of -the- ‘tong cycles ‘usually comctde wrth o
an ‘expansion ‘of the orbit of worldwide economic

'relatrons Finally, the begtnmngs of the last two - -

7 cycles -were preceded by major changes in the
production of precrous metals and m monctary' '
:,crrculatxon 61 ' ' - '

Secondly, he noted that the penods of the nsmg waves of long

_cycles are consrderably ncher in. socral upheavals and radtcal changes;

crin social life. To 1llustrate thrs pornt he comptled a srmple lrst of_’-, .

: hrstoncal events Some 1nterest1ng observattons from thts llst were -

. the followmg The Declaratlon of IndepeerJence of the Umted States,‘

"':-_"--Amencan crvrl war the umficatron of Italy and Germany and the'

,the French Revolutron, and the War of 1812 occurred tn the nsmg,_

_}'_-_wave of the ﬁrst long cycle. the Revolutton of 1848 Crrmean War," ) =

f‘,Franco Prussran war of . 1870 1n the rise. of the. second cycle and the_‘:;i;--'.'

v(Boer war, Russran revolutron “of 1905 World War 1, and the October

-‘-Revolutron of 1917 m the nse of the tlurd cycle62



N thrrd long cycle

Thrrdly, he observed that the downward waves of the long'z.‘
| cycles were accompamed by a long depressron m agncultural prtces j
-_v"v_-,Thrs slump was clearest tn-_.»'.}'the case of Englano A prolonged )
.}rdepressron in the pnces of wheat wool and flax appeared after the
""Napoleomc wars from 1820 to 1840 and agam in the perrod 1869-;'
1895. 63 The crrsrs m agncultural pnces of 1920 he belteved 5

srgmfred that the caprtahst world had entered the downward wave of”

.‘q,v R

Fourthly, ‘he: asserted that all short and mtermedrate cycles of

nine - years or less were part of the long cycle Dependmg on: whether

- the: long cycle was on’ a declrmng wave or m a psmg perrod the:

. ~phases of upswmg, cnsrs and depressron of the mtermedlate cycles ”

g can be accentuated or suppressed In the case of a downward penod

o of - a long cycle the - upward trends of the mtermedtate cycles would'.'
be brref and weak Depressrons would be especrally long and di:p In'.'
f the',

-,rrsmg waves, the - converse holdsvtrue wrth the depressrons

"'_'mtermedrate cycle berng notrceably brref and shallow Upswmgs

'.would be long and deep. To substantrate thrs proposrtron he drew on,
o -data from Arthur Splethoff a German economrst and - contemporaryz
. ln the downward penod of a long wave the number of years of

‘depressron outnumbered the number of years of upswmg and-

_ conversely, in the case o£ nsrng waves there was an average of two,]

good years for every bad one.64

At this pomt it must be noted that Kondrat ev never consrdered_

(™

1 04 "_

hrs theory of long cycles to beQan' abstractton but rather an -attempt

to explam economrc phenomena whrch seemed to -occur on a penodrc 4

. _basrs In analyzmg stattstlcal data from Bngland France, Gerrnany



labour were suc

R
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o {;_,fms:;‘_;.:;'

=-and the lUmted States for over a penod of 150 years, he eould not

'avord concludmg that 'on the basrs of avallable data the exrstence e

| .flof 1ong cycles m economrc condmons 1s very probable 5

Smce long cycles were compnsed of waveltke fluctuattons. he"v_'.”'

_concluded that these fluctuatrons devratrons caused the

' ,equrhbnum level m caprtalrsm to be ‘a mobtle one 66 In the long run- fo

thrs level of equrh_bnum would be determmed by the economtc”'

'-}.gfunetrons of goods and commodmes whose processes vaned greatly':' SR

';-" in- trme and caprtal needed for therr respecttve (p’ oductton 67 Thus,,’.f'

"--_'v‘,he hypothesrzed that long cycles resulted from the replacement and

- .;e?&"pxnsion of capttal goods and mvestments

In thrs schema, consumer goods, raw materrals and certam

‘:..f_fmeans of productrou requr)'ed relatrvely ltttle ttme and small one-

3

_"trme 1nvestments for their productton These commodltres could'_.{'::;j’--4""

Vfunctron wrthout Qubstantral transformatrons, addttronal»}

":'_mvestments 68 Ca'rtal goods, on the other hand functroned _over. . o

"""_longer pertods of trme They requrred more trme 3“d la'ger.l-l.tl "

. E mvestment outIays m order to be brought mto productton Most.

.means of productr n,, maJor constructron pro;ects, ratlroad bur.ldtng’.;_:;____.

*canals, large land

1mprovement pro;ects, and trammg of skrlledv. SRS

examples They functroned for decades, ‘and R

o " ,reqmred very lo‘ g penods of lead trme and tremenflous mvestments'f’-

'~_,-for thetr produ‘ 1on 69 In thrs rospect Kondrat ev ‘came to the v1ew

that long cycl Sh subsequently, could be expressed as a process of the "._-f ”

‘ _detenoratron,. ’
' U N

- capital goods.| .. -

solescence replacement and expansron of these bastc-.



-

Thts process Kondrat ev noted «however, does not take place'

106 .

smoothly but m spurts. It is- these spurts m the: cons.tructlon of basrc' o

capltal goods that mark an upswmg, penod dunng Wthh there 1s.'
an upward dev:atton from the exts.tmg equlhbnum level in the .- :
economy 70 Conversely, penods of - qulescence m such constructton."\:
mark a downswmg' For these tremendous 1nvestments m capltal-

| goods tO :?il' relatlvely mexpenswe capftal surpluses must be”

avaxlable This requires in tum a rate of capltal accumulatlon greater
_than that :f/current\ mvestment and the concentratton of such caplta1~

' 1n the credit system and the stock marlcet71 Once these condmons

are “met, there begms --a phase of large-scale long-term mdustrlal_:" '

e mvestments m whlch accumulated techmcal mvent),ons are broadly,

apphed and new producttve forces are created ~ This . leads to a

’

g,eneral - rise in- economrc condltlons, mcreasmg productton ~-}:a,_‘

-~

sharpemng competmon for new marke&s and raw matenals, ‘and. ©

growmg mternatlonal commerce Concomltant w1th th1s economtc Co

: upswmg 1s an 1ncrease 1n the number of mlhtary c}

greater pressures for socral change. Thls upward trend would'~

contmue unth demand for capltal exceeds its supply,. force upward: -

the- cost of capltal and lower subsequently the rate of return on long-".

term 1nvestments o

-~

’cts, and -

Thts lowerlng of the ‘rate of return on long -term mvestment

bnngs m 1ts wake a reductton 1n 1nvestment levels, causes economnc )
actlvxty to contract and prrces to drop "The. economtc contractlon'
sttmulates a search for ways of cuttln‘g productton costs and a quest

for new techmcal 1nventtons, dtscovenes, and mnovatlons thal w1ll .

factlttate such cost cuttmg 72 In addmon to thts decltne in demand'v PR

4
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for caprtal there occurs ,-wrltes Kondrat ev, 'an‘; rncreased _'

accumulatron of caprtal in - the hands (ﬁ gbankmg and other busmess'w

1 °7

enterpnses Thrs accumulatron favours those segments and groups of

the populatron who have fixed mcomes and comes at the expense of o

the portlon of populatron who possess vanable) mcomes, prmcrpally P

agrrculture 73 Agnculture, under pressure fromv fallmg pnces,'

e%penences a deeper depress:on than m 1ndustry whrch adapts more L

raprdly and is able to reducc its productron costs faster.74 This "

srtuatron contmues untrl condltrons favourmg long term 1nvestment_'7
: arc once more created o |
Kondrat ev found evrdence to substanttate thts accumulatton?

and dlffusron ~of free caprtal rn the fluctuatrons and movements of .

depdsrts in French- savrngs banks for the perrod from 1835 1913 75

A real growth of savmgs deposrts occurred in the downward wave of' )

the long cycle, whrle in ‘the nsmg wave savmgs deposrts tended to.

‘stagnatc or declrne margmally An upswmg 1n economrc actlvrty"

redeploys a large amount of free or workmg caprtal held m the form

¢
of deposrts into - caprtal mvestment Conversely, m depressed_

economrc condmons, personal savmgs and retamed earmngs of

busmesses accumulate rn fmancral mstruments as mdrvrduals and’.'

ﬁrms grow reluctant to’ make long-term mvestme‘nts

Summanzmg his hypothesrs about the exrstence of long cycles,i _' '

Kondrat ev concluded that these cycles possessed an mner regulanty

Each successrve phase of a cycle he wrote,.

is the conseqnence of condmons cumulatrvely

R amassed during the preceding ‘time mterval ‘and y

"-,_'provrded ‘the prmcrples of ‘the capttallst
' "orgamzatron of the economy are” preserved each



v © new cycle follows an&her ]llSt ‘as regularly as one"
SR 'phase of one and the same cycle follow another.. But
" in this connectlon it is- essent;a:l to ‘bear in rmnd that - -
~ each. new: cycle takes placé under ‘new concrete- :
- historical conditions; .‘at.- a" new . level in ‘the = .
. development of productive’ forces "and hence is. by -

"no means ‘a s1mple repetmon of the precedmg';

The pubhcanon of Kondrat ev s the‘ory of 1ong cycles naturally»

——

provoked a great deal of cr1t1c1sm from hlS Sovret contemporanes‘

Much of the crmclsm was v1rulent ‘and polemreal D. I Opann, a

colleague offered one of ‘the most complete analyses of Kondrat evs R

work 77 To Oparm Kondrat ev's. statlstlcal analysxs lacked g

con31stency and falled to glve a defimte eConomtc meamng to each' X

statxsucal operat‘t Swmgs in economtc llfe must be measured not
3 ,

- in relatlon to a prev1ons tlme pomt, bnt to an estabhshed equrh})num,; '

. system =78 Bazarov m ‘a review of Kondrat evs aruclc, noted that the

statxstlcal techmques used dld not lead toa clear separanon of long- |

'- term or secular trends and those of long waves. 79 Of Kondrat evs'_"‘

contentron that long cycles exlsted Opann exammed the tlme senes -

_’Yselected and the sources c1ted and. concluded that long cycles could" |
be observed only in the movement of pnces and of lon?term'

7

mterest rates.80 Therefore to clalm the. exxstence of long cycles as an -

'1ntematlonal phenomenon was not- valid. _
The valxdlty of Kondrat'ev's emplrlcal observatlons on technical

'mventlons and soclal up?ajﬂs occumng dunng upswmgs came
'under partlcularly strong crmcrsm “To Opar-m,__ Kondrat evs,'

-~ selection - and datmg seemed to be arbltrary Techmcal mventlons» |

o and socral upheavals, he noted were more equally drstnbuted over‘ o '




the dxffcrent 'phases of the long cycles rather than grouped on a L
e cychcal basrs 81 To Bazarov the correspondence between penods of T
y'retardatlon and acceleranon in the growth of dtfferent nanonal' e
economles seemed to mfer that when a country reaches a certam,, ;- "
”level of : development the centre of caprtaltst development shifts -
from 1t to another country 82 If so,. Kondrat evs long cycles 1mply'v.
that captrahsm would contmue to evolve and cast doubt on the*
Bolshevrk contentlon that the collapse of capttﬂtsm was 1mmment
From the precedmg dlscussrons on the _nature of economicn': _
growth m the short run,‘ as postulated m the theory of the, @
. ”dlmxnrshlng curve by Groman and Bazarov and in the long run by i
Kondrat ev's theory of long cycles, . one amves at certam conclustons - -
For the/ questton of Sovxet economrc development and for the officxal o
v. party poltcy of promotmg rapld ecopomtc growth the 1mphcat10ns are
| clcar In the short run the abrhty of the country to: adopt very. hlgh
" _ economlc growth rates rests on the capacxty ‘of the natronal eco my
| to raise its rate of capltal accumulatlon Accordmg to Gro ”‘an and
Bazarov the economy recovers i'r\om the dtslocat on it’td

dlsorgamzatron of the civil war, econom:c growth w1ll declm As s

economtc growth rates declme so wxll the rates ot' capltal formatton

the long run, accordmg to Kondrat ev such a

U
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_amounts of caprtal mvestment long lead trmes and great energles

'Abefore the destred results could be obtalned

. :

In the prevrous sectrons on development~ strategres a’n’d '

'economrc growth we made two pomts Frrstly, the backwardness of--

| the Sovret economy was a senous 1mped1ment to 1ndustr1allzatlon

. Secondly, economrc growth wrll over: tlme declrne These pomts now
lead us to- consrder the role of planmng for economlc development ’

Accordmg to Groman Bazarov szburg and Kondrat ev. an economrc}'

'plan is an- mvestrgatron of the economrc forces at work and reflects” -

the concerns of the appropnate development strategy and rate of:

growth Its premrses w1ll be set by - the ob_)ectrve cor\dltlons of the S

economy, 1ts ‘state of development “the - exrstence 6f avarlable S

- resources for allocatton and certarn assumptlons_about the rate -of

| 'i-growth caprtal accumulanon labour productrvrty, and SO on. In thts |

| way, the plan becomes an attempt to- view - the economy as a whole

as an orgamsm composed of parts and - 1nterrelatronshlps>. Followrng

.these basrc pnnctples of the genenc approach the planner wrll be

_ govemed by certam basrc cntena m the frammg of plans for the

‘short run and long 'term “This - was part of their - “legacy Groman

‘Bazarov,- szburg and Kondrat ev bequeathed to therr future Sov1et'

and .Westem ,planners.
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Economrc plarls in general to be successful mstruments of

change must be formulated in accordance wrth and satrsfy certam =£

basrc cntena. As conscrous efforts to mﬂuence 6r dtreot economlc

~

changes these plans whether. drafted by - governments' or pnvate,j".i"

' corporatrons must in’ the first 1nstance have a drrect groundmg m" R

reahty They must be drafted m the Nht of current economtc -,

condrttons They -must be reallstrc and practlcal documents As such

economlc plans must be mternally- consrstent They. must. m other'_'

'S

words, be in harmony with one - another and lead to the desrred.
results Lastly, the plan must stnve for optrmahty It must seek an ’
optrmum path of development, promote an- effrcrent allocation™ of

: scarce resources maxrmtze rates of retut:n on caprtal mvestrnent and

SO on. ‘On these basrc cntena for economic plannrng there was a

unantmrty of oprmon in the wn‘ttngs of Groman Bazarov szburg

~and Kondratev.‘ ‘\ T \

For a plan to be. conStdered a reahstrc and practrcal document o

the countrys resources. .The plan must take into account the actual-_-'

levels of physrcal output savmgs rates, capltal formulatlon‘ etc. . In

order for this to be possrble, accurate and relxable factual data must

be avarlable to the planner. It is then the planners task to construct o
a plan whrch can. provrde in a fau'ly accurate way an assessment of o

the current state of the economys development and formulate"_

- it must consrder the present parameters, strengths and ltmltatxons of

assrgnments that realrsttcally reflect current economtc tendencres"j_'

: and probable states of development

&
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The roiwgof the planner is not an easy one, as thzburg noted in .
-an artlcle m Apnl 1927 in. E.QQD.O.ID.LQ___KS_YJL AlI too often the plan |
becomes a document reflectmg the prejudlces, desrres, hopes ‘and
blases of the planners Dunng the course of comprlatlon the planners o
g
are swayed by the current state of CCODOlTllC events and develop a L
plan which ~may underestlmate the - actual state of the . economys L
health or overestrmate the potentrals of the economy As szburg S
wntc&, S R e N
l If -the plans are compiled in a time of declining = .~ ,
. economic conditions, psychological -assumptions are ' y
: ‘-mvarlably made favouring an \und\éresumatron of !
- the possrble perspectives ' of - development; if.
“economic conditions, on -the other hand, aré on the. .
mcrease the comprlers of the “plan then get carned S
away ‘with optrmtstrc hypothescs .and- predlcnons 83 . - <

To prevent the 1ncorporatron of such subjectlve factors into the
\plan s in the least ana extremely drfflcult task to accomphsh and at.v
_most an almost 1mpossrh1e one. Once such factors have entered 1nto_ S

- the plan, it is exceedmgly dlfficult to ehmmate _them.. Accordmg to,

<

szburg, the evrdence i all too obv1ous ‘ :
. Lo 7 ' C T

C . However may vary tl'te formulatlon o£ the issue’ of
o ' ., the best method of compllrng plans, they all in’
general come to the recognition of what is the most
- valuable method of consistent approxlmatron We - y
are- forced by the draft of perspective plans to, - . ¢

: proceed from certain n_mm' assumptions of the A

possible .and - des:rable paths of developmént. of the R
, national - economy ' add from such. a priori = :
4. assumptions- to proceed toward _the construction ‘of = - a
ﬂ;ﬁz o ) mdmdual élements of. a developmg economy'84 |

e



" not in i't's"e'lf" a'n»'undu'l'y dangerous‘thing jf the comptlers have access

~to relxable, accurate and complete da

» o

ta“ about the current state of

'economtc affatrs The real danger ‘hes m the srtuatmn v(,hen thea f

compllers cannot obtam rez;able data on actual economrc cOndltlois

" For szburg drafqng his

193»7/28

' ‘economy was a major shortcommg and led h1m “to quahfy the

- veraclty of the results of the Flve-Year Plan

N
.
H
‘.

On thlS scgre\&azarov concurs and adds another drmensmn to

_ the problem of plan formulatlon to whlch modern mathematncs can

,Unfor_t-unfately' the sta_te of statistical and vaccount-in'g
data' on the. “economy is such as to:-exclude all ~

‘components of the national economy we ‘do ‘not.
have exact data, for example on small-scale

" "industry; on.the numbers and learmngs of transient
- workers; on the size of private procurements, etc., -

and ‘even on the real harvest of grain; Under such:; )
conditions - it ‘is. impossible ‘to prepare rbalances of .
demand _and. supphes. We do not even -have . ..

1931/32 the lack of relxable statxstrcal data on . the

+

possnblhty of preparing reliable balances. For - many

‘unimpeachable data on the output of mdustry and

- its value. Esttmates dlffer even as regards ‘the
- output of- the ‘State sector, not to speak of the

_ private and co-operanve sectors .85

'“"_‘offer a partxal soiutlon LT - ~,“ '

. { ..

It must be pomted out in advance. however, we are c
“not in a position to plot the optxmum curve of
perspectlve development with -complete  accuracy -

‘and rigor, - not “only -because we do not have

sufficient. factual data at our disposal but. because of <
»the very nature -of the'problem To . compute. the”'
. 'shortest -or’ optimum paths ngen - definite, -
prevrously stlpulated conditions is, as we know, aa_
.of the most difficult ' problems. of the art of
| caleulatlon Modem mathematlcs offers methods of .

RY

Y et

1ve-Year Plan for mdustry for the years

™

_)—.. .



- 'f.t ‘.‘solvmg problems of thls nature for only a few Very .
A . simple- eases,, and even - ‘here “the methods to  be L
S i employed are highly sophrstrcated (the methods of ’f -

’ Co the . so-called calculus of vanatrons")86

114

: To Kondrat ev, plan compllatron rests on the correlatron of the-_f'

| plans assrgnments wrth the countrys actual resources and

potentlal for development The planner must;- “on the one hand have. e
kno\edge about the‘ underlymg forces m the- econimy and on thep,

e other probable knowledge or a forecast of possrbﬁ resources and' ~

~ course. of development If the planned assxgnments ang to- be reahstlc,

then they are mvarrably bound up W1th elements ,f predlctron87ff“

" «Thrs presupposes a degree of flexrbrlrty 1n the plans assrgnments

The plan must be- flexrble to adjustments as needs may nse and as

', more rehable data 1s made avallable to the comprlers
s 2

- Besrdes berng realistic, the plan must. also be 1nternally :

a

'consrstent In h.ls a?trcle "Crrtrca} Remarks/%n the Plan for the;.
" _.l"‘IDevelopment of the Nauonal Economy appearmg in Apnl 1927 1ssue-.‘

" of Elann:d_.limp_mx Kondrat ev jpresented a very strong cntrque of )
Strumllms vrews on the Frve Year Plan and the Plans apparent}'

mternal 1nconsrstency 88 For a plan to be consrstent wntes,;

Kondrat v, 1ts’ assrgnments or’ drrectwes must be farrly well meshedv“_ -

wrth “one. another and stnctly correlated wrth the countrys real'_e_‘lj o

resources and real potentrals for development 89 The tasks of . any*;

plan must be coordmated and expressed or developed m such a

?\/manner that thereh results a relatrvely reallstrc and harmomous-

',comblnatron Each: goal supplements and complbments the other )

Precluded are those goals whrch may m themselves appear to be

oy
e
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'. '.'llaudable but in . combmatlon wrth other objectrves lead to senous B

e 'confhct and mconclusrve results o e Tt

Crtmg Strumthns v1ew of the over-all task to be accompllshedi_,f’".

" "m draftmg a perspectwe plan as a cnsxs-free and raprd expansron of "
-the economys producttve forces, the maxlmum sattsfactlon of the-:

populanon s needs and the redevelopment of socrety along socrahst' ‘

and communlst pnncrples, Kondrat ev consrdered the task unrealtstlc

,/ﬁ )

Moreover 1t contams Wlthm 1t sources of serlous confhct whrch the AR

compllers had not addressed o o o f SR '; B

. The basrc error commrtted in the draftmg of ‘the -
“plan is that ‘those who drew it ‘up sought to_
-accomplish the series - of tasks 1nd1cated .abovg (i.e., -

- maximum, cnsxs -free. expansron of producnve

-, forces, maximum sattsfactron of current - needs, etc.) -

E ;_-sxmultaneously and . in. maximum degree without =
taking - sufficient acconnt of the fact that ‘'when these -
fpartral tasks . are . expressed in. _extreme ‘terms - they

" ‘come. into- colhslon with one ‘another. What had to .
. be found was the very. best combmatron ‘of- ‘these.
~tasks, ‘which ‘would 'at the ‘same  time be a perfectly
realistic. ‘combihation. - Instead ‘of @ realistic
combination of ‘tasks we. sec in ‘the plan- a- formal
-balancmg of various- estlmates, whrch ‘makes it, at’
first glance, outwardly - well- proportroned
~ Internally, however it is e__con_o_mrcally_,

°

?f'.mconsrstent 90 - o

The best combmatlon of tasks can be developed only by ant‘j |

mternal meshmg of the dynamxcs of the several branches of the:, S

economy 91 ThlS 1s to say, the rates of growth capltal accumulatron

o '.and savmgs of each respectlve branch or sector of the economy must“»‘i

".v'jbe cons:stent wrth one a 'ther. An unreahsnc approach or

' clear understanding of thé linkages between ‘sectors of the economy” ..

. P

PRE
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leads only to an undue reliance on 'arithrne'tic '»cal'culatiOn It leads. fot

to consrstent plans but rather to statrstlcal fetrshlsm to- }a'_., o
presentatron of numerrcal data 92 Thrs led Kondrat ev to. wonder _ ‘

about the true mtent of the ,Frve-Year Plan for 1926/27 - 1930/31
. 4,- 8 One wonders why the centre of gravrty in - the R
" making of the plan should so- ‘hastily ~have . been

shifted directly to numerital calculatrons, and why
_elements of validation should at the  same time =
" have been all but totally excluded One wopld thrnk' ’
.( it should have been the other way round, that at 4
the -outset the focus in ,the making. of . the. plan
should - have ‘been on formulatmg and . analysmg our.
' basfe- problems of seconomic development and on ' |
_'-'substan‘atmg pagticular perspective plans, for. the - -
figure ®ught o'pr_‘y to represent final concretrzatton
of the concly 3 from thrs analysrs 93 | |

-

* In addmon to tmg sych crlterta as feasrbrhty “and

'consrstency, the plan must also stnve for optrmallty, for the most"‘;"-‘

\

effrcrent allocatron of scarce resources ‘the maxrmlzatron of returns 3
on capltal mvestments and . S0 forth It must’ therefore promote— v
Cl‘lSlS free and balanced growth of the economy based on the
prmerples of least-cost and maxrmum realtzatlon of the desrred goals &
Thrs requlres the exrstence of accurate and rehable data and a clear' 'v

understandmg of mtersectoral lmkages in: the economy In the case"-'- S

' of the Sovret economy dunng the NEP thc plan was vrewed more or' v
'less by Groman Bazarov szburg and Kondrat ev as a scarch for the
optlmum parh of development | o |

Commenttng -on the perspectrves of the Ftve Year Plan for

' 1926/27 1930/31 drafted by Strumrlm Kondrat ev noted that the

—search ror optrmauty m a plan demands a clear understana‘ ng‘of’th"f

'underlymg forces determmmg the rates of growth of and lmkages ;



o
'Vbetween the main branches of the economy To remark as’ Strumtlrn
i'drd that the very exlstence of a plan for mdustry in” a measure .
T ?predetermmes the perspectrve plan for agrrculture . i's to
"'_.‘oversrmphfy the problem of plan optrmahty and 0" cast the entrre
"";.."1ssue in a declaratrve format 94 The consequence of thts leads to the
o _,development of‘\a procedure of drawmg ap balances of output and
J' : allocanon separately for each branch of the economy, wrth each goal
denved 1ntumvely 95 The lmkmg of these balances b)L successrve
) approxrmatrons may not necessartly result in. an 1ntegrated economrc
_’model whrch 1s optlmal or even feasrble 96 Such an approach to it
opumalrty thus leads ‘the - planner to oversrmphfy the problem and to ; o
;adopt in: the place of a senous quest for optlmahty an engmeenng e

approach" which compels the planner to
’ regard as gtvrf-or as predetermrned elernents A
v ‘»wluch can ‘in no wise be: regarded as such and

~ which have to be ‘determined. It means that he 'is

©.¢cutting . the thread ‘between his’ pro'v tions and -
" reality. From this it is but a step, and - ‘a small one at . .
- that, to the - frammg of plans that are co pletely :
| arbttrar)' 97 . o | -

Such a step, notcs Kondrat ev, completcly dtsregards the factors .
'and assumptrons that shape the formulatron of perspectrve plans for S
ivvanous sectlons of the natlonal economy Factors bwome more or |
:._less. contents of a formal mventory whrch lacks any substanttve

»\analysw of the pertrnent elements 98 Thts leads to the srtuatton

o _where any attempt to closely ana‘ly_b,' 'ﬁ;;':the factors wrll produce

.-mcorrect conclusrons One tst"led etther 10 dtscover other factors that

e were assamed wrthout sufficrent vahdatlon or to ‘a vrcrous clrcle 99

[

- v'_:The planner, unhke Strumthns case of the engmqer, must be
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concerned wrth the avallabllrty of burldrng materrals or . monetary

l’CSOul‘CCS

| f:,‘# I planned constructron we must solve the. B
problems not only ‘of ' the - very ‘best way of
" combining ¢the -available * economic - ‘elements but of
- _~the’ dimensions and forms in which we shall have or
Zzi‘jcan ‘ensuré these. elements at the present  time and
- in the future. (for example, _ accumulatron market -
- - capacity, " etc.). ‘We -cannot take -these clements in
. our. framework as grven or predetermmed nor do -
we have the right to do so. We have to determme
_ them in the -light of the total situation. But' ‘without
N . an understanding - of . actual conditions ' and thhout

h f»determrne them. 100

"v-pro‘nostlcatlons ‘we are: not in . a posrtron to

. The ‘planner‘ must - therefore consrder the ‘most - efficient,»

?

the planner understands the lmkages that exlst between the varlous‘ ;

sectors of the economy, the relatronshrps between the mputs of one

branch whlch constltute the output of another These mtersectoral.

combmatron of avarlable resources requrred by the plan In- so domg .

lrnkages must. be vreWed globally Wlthout such consrderatron of

~these - lmkages, “the planner may- mcorrectly ‘assume the type and, :

nature of the restramts under whrch the plan is. gomg to operate The "

: _plan could then _become subject-to “serious rmbalances in “the form of

2

| ~supply ‘bottlenecks, excessive . demand, mflatronary pressures ‘and a

general drsorgamzatlon wrthm the economy At that point, the plan

would become both suboptrmal and unfeasrble

To- Bazarov and Gromal}, the‘ search - for an optrmum economlc-”

plan is ‘seen” m terms of - underlymg proposmons These proposrtlons e

10 Bazarov govem the search for an optlmum course of development

/\ t_he first .mstance, the planner must be partrcularly attentrve to



_.the need for smooth perlods of transrtion A necessary prereqths' e |

' _'for any plan to be 0pt1mal is the exrstence and mamtenance 0
- »._deftmte economrc reserves 101 These contmgency and maneuvermg
reserves : must be developed not only logtcally but also
tchronologrcally ln the draftmg of the plan 102 An optlmal plan
":,respects the present economtc srtuatron and seeks a. flexrble path of

S

development There is" no room for - tautness or a predllectlon on the

The se%?nd proposmon 1s the recogmtron of the need for |

proportrolfahty and 1ntemal consrstency of the' separate elements of
the plan Wlthout thrs, the planner does not understand the totaltty

: ‘ of ‘what 1s to be" accomphshed and of th%\ ramtficattons of the plan s

B goals The plan wﬂl not pro;ect ‘the 1mmed1ate stages of development

5..

in 1ts chronologrcal sequence and orgamc connectron to all sectors of

'the economy 103 "A"v&

’ ;;?_

‘4'_-compels the' planner to choose the path of development that 1s the

'The acceptance of economlc reserves and propomonahty

°

) shorse Here s the recognrtton by Bazarov that optrmum-

- deve opment 1s a necessxty born out of the: backwardness and

”‘.'underdeveloped nature of the Sovret economy ’I‘he natron does not

, -possess substanttal resources for economrc d;evelopment .»,a.l_ld,.g .
vtherefore must allocate in the most efficlent way rts scarce resources

"+ for maxxmum beneftt. Whtle a planned economy may rarse the .

possxbrhty of a more rau0nal use of scarce tesources to be sppnt on

"--reconstructron and caprtal mvestment lt does not mean that the

v

\

R
B :;\.Q

, <

o _-."part of the planner to tmplement crash" dth;lopme nt - Pfogrammes,‘,



Soviet~'economy'fv}ill ~“_be"‘,a\ble'_“_itgb,do:s'o:"i T
| : The mherent advantages of the planned -
;,; economy over. the capttahst are beyond dispute;

they add  up to ithe p0ss1b1hty ‘of makmg ‘more’

rational use: of . the ‘share of . natronal .income_-which
- we spend on reconstructlon But the relatrve size - of

120

that share. .of ‘our planned €conomy - at the_ present

stage of ‘its development is- by. no imeans greater,
oo but rather even smaller,. than_ in' ‘a capitalist
o e¢onomy which ‘is at the satne level of development
- of its producnve forces No matter how hard. e try .
to constrict the consumer demand of . the masses in.
“the " dlfflcult transitional period ‘of the ‘next - few o
years ‘we: shall in no case be -able to achreve the

[ norms. of capttallst socrety in thxs respect 104

'resources 13 by no means guaranteed To szbutg, exlsnng resources“

- This concentrauon of effort for maxlmum ’utrlrzanon of scarce _'

"- , and productlve capaclty must be ratlonahzed The feasrbtllty of any

.draft of mdustrtal development is possxble only by a proper,v

. orgamzauon of the entrre economtc process ”105 Thls must be S0 1f'__'

o the plan is to .be a worthwhlle venture

Bnefly summartzmg, to Kondratev, Groman Bazarov ,an'd:. )

-szburg, any plan. must be formulated accordmg to and satrsfy.— ‘

'»-certam fundamental crlterla. A plan must strtve for a reahstlc

. "assessment of current economlc condltrons lIt must be part of an

'actlve quest for the adoptlon of planned assrgnments Wthh respect< R

'the present economlc state of affaxrs The plan-s tasks must be:

"correlated mternally m ‘the plan and thh the actual economrc -

g }.»condmons of the country Lastly, the plan must be a search for an :

optlmum path of development The plan, in recogmzmg the paucrty '

'._of the natrons capltal resources, seeks to promote an efflctentf_ 5



\S:Dmbrnatron of these scarce resources Only then can rt be consrdered o
" 'f.-"a worthwhrle venture for natronal development ‘_ S R . T

As a document seekrng to satrsfy the crrterra of feasrbrlrty,_ j
'v "‘..consrstency and optrmahty , the plan to Groman, : Bazarov Grnzburg,' |
- and” Kondrat ev, }faces partrcular tasks and consrderatrons rn thev‘ Sl
"'_”"short-run and rn the longat . In-the short-run the plan as rn the:'
'case of the Control Frgures gmore of an rnvestrgatron than a plan of |
. actron In the long term the perSpectrve plan or Frve Year Plan R
‘offers more possrbrhtres for actron ‘and change Yet these avenues'_".'ﬁ'
'”must\ re.s_pEct the overall state of the economys producttonjfl
R possrbrlrtres and its underlyrng forces of development Consequently, e
the methodology of plan comprlatron m’ﬂst reflect thts ‘concern. Thus.v

1‘ vrn the short term, rs 1t preferable t’dt pursue a poltcy of satrsfyrng-i |
E DN

,,,,,

. lrmmedrate consumer demand" Wﬂ’at $resources are avarlable for the. 7

o : three methods In usmg dynamrc coefficrents, expert estl‘

: '_realrzatron of thrs goal'? What of a polrcy advocatrng rncreased caprtal _ B
-'»mvestment rn rndustry in the long-run? Are the avarlable resources';_. S

. sufﬁcrent to finance such an objectrve"

‘ As the chref comprlers of Gosplans Control Frgures for th " years
1925/26 1926/27 and 1927/28 Groman and Bazarov e‘_"ployed:‘ E
| ates and,'
'_'v.*.control cony.nsons wrth prewar data, they sought to*clarrfy the_"'

- _‘outlrnes of economrc development and the quantrtatrve relatronshrps;_“._
- that lrnked the separate elements of the economy rnto a srnglea‘: DR

P .:‘organrc whole The basrc task of the Control Frgures fOr 1925/26 and .

A . s L . \L,
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the next two sets Was essenually

'.‘ . o e

hxt by the c1v1l yvar Lastly therc exmtedf certal -8 |
coefflents namcly ‘the rauo between theg value ‘of agncultural‘ and' ,
_ 1ndustr1al outputs of 37/63 107 From these coeffrclents were»-'
: compxled partxal balances and prognostrcatrons Wthh were verrfred,"
by speclallsts of varxous government departments Lastly, }us1ng the |
yardstlck of prewar _data ‘and relatronshrps the estlmates were
venfled‘ agam and corrected The whole 1ntent of thrs methodology-v
was o provrde an mqulry and - conclusrons about the possrble course.‘
of the. economy in the forthcommg year S |

As an mqulry,. the Control thures encountered a number of
llmrtatxons and problems The. first was ‘the dlfficulty of the compllerﬂ
to make rehable forecasts about probable economlc condmons in the
upcommg year A partlal crop fallure late m 1925 resulted m a
.'rev1s1on of the. estxmates of the ‘Control Flgures for: 1925/26 The
Control Frgures for - 1926/27 errmg) on the smebof cautron, ‘dld not |
- expect a robust economrc recovery and were llkew1se revrsed

. c o



R L
'»Wrrtrng on. the Control Frgures for 1927128 Bazarov noted that
forecasts contmued to be tentattve ‘and" sub]ect to . omrssrons of |
.’staustrcal "data concermng agnculture, . small scale rndustry,
“unemployment and prrvate tr'ade108 . : - |

Another problem was the drfficulty of developmg a method of |
”“_analyzmg the ‘non- state sectors of the economy Sm(:e most large-
}' scale mdustry ‘was under the admmtstratron of the VSNKh staustrcal 4
_data was. relatrvely easy to obtarn For agnculture, small-scale
-mdustry and pnvate trade lrttle or no relrable statrsucal data was |
%varlable The only recourse in . thrs crrcumstance wa\s to obtarn
.'estrmates from specralrsts and to extrapolate from past trends the oy

% "possrble courses of development and acttvrty the non state sector

.would pursue 1n the near future T Do . T |
@ Another constramt was the polmcal mterference and tendency
"~, o ,of pohcy-makers to place confhctrng demands on the economy Smce S
o the Control Frgures were never approved by the govemment as
-_'polrey makmg Jdocuments, other government departments regarded
" _the Control thures as unwarranted mtrusrons into . thelr sphere of
facuvrttes Moreover wrth each revrsron of the Control Frgures,
),. 'confhctrng demands rn the form of hrgher growth rates. ‘and - an\ ) ’
e expansron of the socralrzed sector at the expense of agrgculture,
pnvate trade and small-scale 1ndustry grew. At a Gosplan conference -
held on 29 June 1927 Groman,‘ ever mrndful of the polmcal

.,mterference remarked

< . . .
oL " - BRI . o AL

We“{,must have a syst‘m of control figure  gyhi
~_guarantees - us from M of gemus and from
arbrtrary eonstructlons 109 T fol
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By the summpr of 1928 when work on the Control Frgures forv' B
}11928/29 began Groman and Bazarovs 1nfluenée , had been
fundermmed therr names d1d not appear m the preface of the B
. ‘document The method of obtarmng consultatrons from experts was
-"omrtted In August 1928 the Govemment ratlficd the Control Flgures |
| ."for 1928/29 as a general plan for the natronal economy of the USSR 'v a .
for that year " The . Control Frgures became formally msututlonallzed '-
o ;‘as~ part of the strll evolvmg Flve-Year Plan as a more actlon-onented_\; R
E plan than one of mvestlgatlon and mqurry | )
! In long term planmng the - 1ssues naturally revolved around the o

comptlanon ‘of the Ftve Year Plan, or perspectlve plan Employmé the: e
" use of matenal balances ostensrbly favoured by Groman the VSNKh-." |

- and Gosplan worked out several, drafts of a fige. year plan from - 1926

~© permitted by Gosplan to assume any responsrbrlrty for

B up ‘to the begmmng of 1929 when a ﬁnal draft was ofﬁcrally rattfied‘ ;
‘as the. Fxrst Ftve-Year Plan ln thts struggle for a- plan szburg wasf .
~ a major pamcrpant as charrman of »VSNKh comrmssron on the Five-

‘,Year Plan Groman and Bazarov on the other hand were

i
"'comprlatlon of the Ftve Year Plan Thls was entrusted to loyal_f
Commumsts such . as Strumllm l*kvertheless, unlrke Groman who‘a-"
;-ttrelessly stated hts concern for balanced growth and development ‘
Bazarov was a keen part1c1pant in the drscussrons on the issues and _

problems of drafu ng up a perspccttve plan Kondrat ev m the _

'Instrtute of Economrc\Condmons was concemed enough to vorce his -

o 'optmon on. the subject in early 1927

szburg, the author of the "szburg Frve-Year Plan was qutte-.

. aware “of the dtfftculty of comprlmg a perspectlve plan for the

'y ,.



'_ development of the rratronal economy To h1m the most 1mportant
‘ _"task -facmg the natlon ‘was the ‘techmcal reconstructlon of the
N economy and the constructxon of new mdustnes Thrs task was not
: _..vpossmle without an accurate estrmate of all condxtrons whlch’
vdetermmed the expedrency and profrtabrhty of th1s pohcy 110 To -

- ensure whether the task of the reconstructlon of the economy was

B ;appropnate, _tt was necessary that the perspectrves of the plan be

“constructed both from the top . and - from the bottom In this way
'-'>could the plan have some reallt)r about 1t Every planmng unit had to : .
: be glven the opportumty to complle 1ts own mdrvrdual plan Wthh
would - then ‘be submrtted to: the central regulatmg boaes for'
coordlnatroﬂ wrth other plans Only in thls way, stated szburg,
could there develop a proper understandmg on the part of the

‘ .'planners of the economlc condmons and a. way to correct errors as

| they arose 111 - .
- The task of the per;pectlve plan the 1ssue of expedlencyiﬁu'_the |
. 'achlevement of maxlmum results wnth avallable manM _ a_nd:

- resources,; was an 1mportant one’ for the planner Of the followmg

o o chorces, expandmg exrstmg or bu;ldmg new enterpnses, ‘which one

would be most practlcal? To szburg 1t was clear The shortage of '
capltal "demands that qle choose the path of maximum utrhzatron of

existing - enterprises.” 112 In this, caprtal from small-scale. mdustry

-~ and ~concess1ons can be dlrected ‘into new enterpnses 113 The

; ,,guldmg concem in all of thrs must be} a conunumg ratronahzatnon of 7‘,
' 'productron and the adoptlon of measures to increase the skrlls of all

B workmg and adrmnxstratlve personnel 114
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To Bazarov, the perspectlve plan was more than a technlcal
) reconstrucnon of the natronal economy, it -was also a. combmatlon of

'genetrc and teleologrcal methods in- the search for an opMum course

of developrﬂent 115 Genetrc mquxry would be useful to the planner

in draftmg a perspecuve plan of agnculture as he could only exert«a
i"'dlrect mfluence on_peasant farmmg . to the extent to whlch there s
s defrmte demand for agncultural products from state 1ndus€y "1 16
._.Teleolog'rcal constructs in the form of commands, however could be
_;appUed quite easrly to the state sector of the economy
' Moreover ihe perspectlve plan should also be seen as the
vconcretlzatron of: the" stages 1mmed1ate1y ahead m : the o
accomplrshment of a General Plan. 117 The -Géneral Plan would
provide a ‘set of economrc drrectlves for a penod .of ‘tenito fifteen
'.vyears Its only lrmrtatrons would be ‘the quantltatlve and quahtatlve |
drmensrons of soc1etys productive forces, namely its volume of
~output - and level of productrvnty118 The pace and strategy of
. development would become a specral task of the perspectlve plan |
' The perspectrve plan as - a»subcomponent of the General Plan
','" ‘woukt\focus namely on the 1ssues of choosmg an approprtate

'jlnvestment polrcy, ellmmatmg drstortlons 1n the - economy and

4 ce

| '.projectmg pnce relg%nshrps For rnvestment outlays, 1ts task would
.~ be to balance mvestmﬁt expendltures between those for new plants
and those for rep‘airs to exlstmg factones It would work out a
" programme for accumulatmg stocks of commodmes so to ehmmate'
_such econon'uc dlstortrons as the goods famme and the chro@rcg
.scaﬁcrty of raw matenals for mdustry 119" The perspectlve plan

©a

5 would thus resolve in large measuye the problems of - supply



. Bottlenecks, shortages and other ,"drsporttonalmes whtch over the e

long run- could compromrse the basrc workmgs of the General Plan

_ " Kondrat ev wntmg on the- theses of the perspecttve Plan put
.' forward h}’ Gosplan in early 1927, doubted whether the plan could’

ever be feasrble From the - methodologtcal pornt of view- the plan‘

'suffered from too much relrance on numbers It contamed too many .

'_mconsrstencres and errors to be of any substantrvc use to the planner

: .except possrbly as a forecast of one probable course of the econormc_’ O

. developmgnt On thls pornt we have already outlmed Kondrat evs:- s

v1ews and can only note one. addmonal remark on. the purpose of thev

perspecttve plan

L)

It is hardly questwnable that for the rmmedlatef
. future’ the pnncrpal problem in the - development of

our economy is ‘the relationship of mdustry and-
“agriculture, the relationship tﬁ ‘town* _a'n'd-._fv--“
countrysrde, and accordmgly, of the orktng c_la}ss;
- and peasantry 120 | : : ‘ ‘ |

-

Taken together these views -of szburg, Bazarov Groman, and |
: Kondrat ev . mdrcated a real concem for a’ number of cnterta whtch"v”ff-.-v
the Ftve-Year Plan, or any perspecttve plan had to meet The most'-i o

: 1mportant focussed on the necessrty of adoptmg an approprrate"'__ o

| pollcy of obtammg maxrmum results wrth avatlable manpower w

E resources Measured agamst the background of a backward economy.'_:f"""
" this approach seemed to them to be the most practtcal and least.,‘_ |

' expensrve way of maktng do wrth what was avallable In-. fact S

~

Bazarovs v1ew of bulldmg up reserve stpcks of commoditnes shouldv"

' _be con51dered in thts pragmattc ltght & T

: . ‘,'_ . Y o T . N s :.',l -
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Summanzmg thls chapter on the v1ews of these four Sov1et'--'

‘ economlsts on Sovret economlc development one can say w1thout

avenues of actlon avarlable for developmg the economy To develop B

the Sovret econOmy along the lmes of satlsfymg the Wants of thev’” S

-"v'he31tat10n that these men Were very practrcal and reahstlc about the

populatlon was the most pracncal and least drsruptlve path leadmg

P

o ;to a developed mdustnal economy It ‘was - also an 1nexpensrve.;j'

A_'proposmon whlch the natlon could best afford Though economrc_»f.f_':_.i:" S

'growth would over trme dechne to more - natural"’rates thxs growth, :
LI

- | _planmng is to be one mechamsm by wh;ch to. gurde the fu ure'

would Stlll be respectable and mean a raprdly growmg econe

“"dlrectron of the economy, 1t would be preferable that a flex1ble

,adopted The quest for forced growth for expandmg heavy mdustry_‘

©via’ unreallstrc plans were ‘not in kepplng wrth these ‘me s view of .

"u_practlcal and coordmated approach to economlc development beru

balanced growth equrhbnum and proportlonallty fo the Sovret‘-v’“

-'; economy Thrs leads one-to- wonder whether these 1deas of Groman.

: "[Bazarov szburg and Kondrat ev Stlll are relevant some srxty yearsf'; .

later? I
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A WESTERN EVALUATION OFTHENON-BOLSHEVIK vnsw o

In the preceedmg two chapters our drscussron centered on' |

. _|prov1dmg an outhne of the genepc vrew held by Groman, Bazarov o

S Kondrat ev. and to a lesser extent szburg, and how thelr vrew._.‘ o
. underhned much of what tl}ey subsequently wrote “on economlc |
) development growth and plannmg Thelr ovemdmg concern was :

. how to coordmate the polmcal desrre for mdustnahzatron wrth the>‘ o

need to satlsfy the populatrons wants, Thls chapter now attempts af '

: revxew of the hterature that has appeared in the West on the works

| 4 and 1deas of these economlsts. Thrs sun/e /s however, 1s not meant 10

" be exhausuve Rather, 1ts mtentwn ls to shed addmonal hght on the} .

econormc phrlosophxes of Groman Bazarov Kondrat ev and G"mzburg

‘ The task of provxdmg a rev1ew of the scholarly research and work_»' = L
-‘that has appeared 1n the West on these four econonusts has not beenl' >
-_an easy one for th;s researcher. Few Western economrsts and -

L hlstonans have devoted consrderable energres to researchmg arfd'» |

R publrcrzmg the works of’ Groman Bazarov szburg and Kondrat ev.

AR < AR

:Only Kondratev 1s known to most Western economrsts Yet in sprte of"” 5
.v h1s populanzatxon in- the West for hls busmess cycle research hls :
_work and contrrbutlons on Sovret economlc development are"

‘vrrtually unknown A numbeL of reaJs can be offered to explarn'_.m,;'}‘-.r;z':--'-g

\ e
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*?’"the obscunty of these economtsts in. marnstream Westem ‘economic

thought

: recognmon rn Westerm, economrc lrterature durrng lus pthsronalA
- career.. Thxs recognmon arose pnmanly from the publlcatlon of a few
'._artrcles on hlS long wave busrness cycles m Gennm Groman Bazarov _

. fand Grnzburg, on the other hand publtshei therr research almost

Of - these four economlsts only -Kondrat'ev -gained sorne‘

exclusrvely m Russran Though Bazarov knew some German and_."'

’,:Grnzburg some German and Enghsh thelr knowledge of these

v'_,’languages was 1nsuffrcrent for pubheatton purposes Ironlcally,'. )
* _...Groman a ‘'son’ of a German teacher 1n Russra. d1d not even know . a"
) .srngle forexgn language He spoke German so poorly that he could not

even order ‘a meall Consequently, all “of the work of t*esew

4 @

:economlsts appeared in Russran and with few exceptrons, remams_'

"largely untranslated srxty years later e R v

This state of affarrs has been further aggravated by the-:.".-;'

'reluctance of many Westem economtsts, prrncrpally Anglo Saxon“

economrsts, to avall themselves of forexgn languages 2 For severalv

‘_‘_‘years,rrt has been ‘the practlce of many Wester:p‘geconomrsts to " rely

-on translatfbns of . forergn works ‘and m the case of Sovxet economrc '

- _;thought d)n ofﬁcral Soviet translatrons of the major works of Lenm-

-Trotsky, Preobrazhensky, _Bukharm Stalm and others,

Another 1mportant consrderanon, accordrng ‘to some Western -

‘and emrgré RusSran economrsts, has- been the” apparent 1deolog1cal'_¥*‘3-f-'

'predrlectton of many W’estern economlsts to reJect the prmcrples and'."

L methods of- Sovxet socraltst economy Even ne0v11beral economlsts, in -



the words of one Weste scholar, :'-Is_a_-ac Guelfat, suf'fer from such an

1deolog1cal bias:. - ', i /f

B 'Wrtl{ all the respect due to the mtellectual mtegrrty
:and the power  of theoretical - ~attalysis displayed ' by

the - neo-hberals in’ ?nomlc theory, one can hardly S

" escape the cdnvictiof that they are’ obsessed- by a -
. doctrinal preconceptton in thert{ attitude toward a
' planned socialist, economy - ‘& precoﬂ:epnon due to S

an ann-soc;alrst dogma3 . |

Thrs leads one to note that in’ the I920's @‘hd for many years
| ‘thereafter marnstrea?- Western economrc theory ‘was: captwated

'w1th the 19th century economrc doctnne of Lms_s_ez_fa_;m Strategres of

}‘economrc development economlc growth and the rol:()i" plannmg& ln'

Vdevelopment were rarely debated m the mam mtell tual errcles -of

al'

o J}Westem economrc thought Insttad the dlscussmns among Western

: economrsts centered on the market forces, the theory of the firm andi o

the notron . of the ratronal eco omrc mah" (homo economrcus) -

4 r‘

maxrmrzmg his’ returns and mmrmtzmg hrs labours Not even the B

stock market crash" of éctober 1929 the Great Depresswn. and' _

World War II profound as these shocks were. to caprtalrsm seemed,.

to shake orthodox Western economrc thought from its preoccupatlon

‘-_wrth classwal economrc doctrmes Onl.y wrth the emergence of‘ S

.'mdependemy:nauons in Afnca, Asra and Latm Amenca in~ the1950' 8

s and’ 1960's did the issues of - economrc development growth and‘f

.f‘ planmng begm to recerve a measure of recogmtron and acceptance in -

orthodox Westem economrc lrterature. | Ye\t 1ron1cally these: very o

lfrssues had ‘been vrgorously debated some \thrrty ‘years * earher by"' |

"".‘Groman, Bazarov,_ Grnzburg, . Kondra’t'ev and therr : Sovret" ’

"’;”.: :'contemporarre_s In an eloquent statement publrshed in 1979



g

o

' constructron In the past twenty-five years some Western economlsts

promment and msrghtful Westem scholar of Sovret economrc htstory, o B
Alec Nove remarked sadly . | | S |
How far all thrs was - from the mterests of even the d

' "most distinguished -and  imaginative A.Western.
‘ economtsts of the twentres4 R o

Consequently therr work remams relatlvely obscure in the' Q. ,

L West In sptte of h1s long cycle fame Kondrat ev 18 v1rtually unknown.__

for his thoug‘hts on economrc development and planmng cntena For
Groman, Bazarov and szburg, they remam obscure remembered as - -«
Sovret economrsts of a. bygone era in Westem ‘and ofﬁclal Soviet
economrc thought Of the attempts m Western ecgnomlc and_
hrstoncal lrterature to revrve ‘the works of these men, many consrst .
prlmarrly of bnef remarks or notes. made Msmyrn economrc'
hxstones and commentanes on the NEP era. Where the hterature has
attempted a deeper penetratron ,of these mens 1deas and therr ‘era, ,
the drscussron has revolved around one debate»that between the" g

genetrc and teleologxcal-" .economlsts over the nature of: plan .

have attempted to recast the works of these men m a larger and
more srgmfrcant lrght Notwrthstandmg such efforts by notable ‘
Western scholars as Nlcolas Spulber Alexander Er11ch and. Nau
Jasny in the United States, “Alec’ NoVe, Rudolf Schle;mger ‘and Jack»«
Mrller m Great Bntatn" and Eugéne. Zaleskr and Jean Michel Collette in

France therr research constttutes but a modest begmnmg



That Groman Bazarov Kondrat ev and to a lesser extent '

szburr;g were leading parncrpants in a debate on plannrng has been :

,th! natural pomt of departure for ‘many: Westem commentartes on

these men The controversy over whether an econonuc plan should"

'-be vrewed as” a forecast or theoretrcal deplctlon of current economlc

R phenomena rather than ‘as - a. dtrectwe and pohttcal siatement of e |

}-reahty,‘has Tled Western econormsts and lnstonans to regard the o
.’debate from "'t;wo- drfferent perspectlves To' some Western

researchers the debate was 1more or - less a confhct over ‘the nature

o and role of economlcs as a socral scrence For others, the crux of the

debate centere" on which econonuc pohcres the Sovret Umon should‘

' pursue for 1ts mdustrrallzatrom It must be noted that no clearﬁ :

_d1v1s1on exrsts between these two 1nterpretattons -The debate e

o between the - genetlcms ‘and the teleologrsts was ‘a debate betweenf -

" the two dxffermg phrlosophles of pohtlcal economy as well as a clash-

'between opposmg v1ews overr the feasrblrhty of adoptmg a p?mcular -

' that - seems to be ratsed 1n the followmg mterpretatrons is the .-

el L

e 34
. questtont “of whe'

i

‘_was not so much a struggle between genetrc \and teleologrcal.-_"

economtcs tn Gosplan as lt was

K er. the debate was more a clash, of economtc"

© e .

S : - : DR '",a;:g‘_'\ _
From a .hlS‘?O (al pomt of vrew Robert Damels, in hls book,_ Ih_e Lo

posrts the v1ew that the’ controversy, n

e strategy of development and the means to rmplement 1tr\0ne issue

struggle for “an appropnate strategy of eeoncymc o

' contest between all the econormsts ff LT



l.'and Gosplan backed by the Rtght Opposmon led by Bukhann Rykov

and Tomsky, on the one hand agamst the polmcxans of the VSNKh'

- _:'and the Party Secretanat onJ the other5 The battleground was_‘-j-',_

between the sc1ence of economlcs and the art of dxctatorshlp To what;_,'

o 'extent ‘was economlcs to be a dtscrplme of 1ndependent mqulry,'

) *.grounded in a. theoretrcal framework for the descrlptton andi_;_] “:"" E

¥

& po&tlcal expedrency" In thls ltght Damels concludes that the"_‘

"’»“‘,controversy over the methodology of economrc planmng was never'

':_resolved polmcal authonty merely usurped the role of economlsts to: SR

- develop plans

":.v.'When the genetlc theory ‘was condemned there was‘ -
nothmg left to take its place, the Soviet' reglme still

- has no overall theory of economic planning.- Soviet g

T -drscussmn of planning- methods since the “onset of
- the - five- year ‘plans. has been confined to the

.‘ elaboration of -directives handed down by p°htlcall'_ }. e

authority. ' At that level it became entirely a. ‘matter
.of wish and command.: Party declslons and the
~effectiveness - of _their - execution  were frankly =
- acknowledged to ‘be more - 1mportant thah any of thef~ .

mathematxcal subtleties of a smenttfic plan 6

explanatron of ecenomrc events or a handmarden of @ology andf s

The unfortunate wholesale sackmg of uncooperanve economlsts‘»'._"

in Gosplan the VSNKh and the commlssanats m 1928—29 exemphﬁed v' _—

‘the w1llmgness by the Party to cement 1ts polmcal w1ll over the

._"drscrplme of economlc thought To Naum Iasny, a close acquamtance L

E of Groman the dxsmlssal and subsequent tnal of Qroman Bazarov

-

o .szburg and Kondrat ev m 1931 represented -the - culmmatton off' |
'[--?Stalrns desrre to drscredtt Sovxet economlc thought as an"f'"j' o

L 1ndependent dtscrplme7 So thorough was the destructlon of a L ‘



e B

ﬂounshrng and ongmal scrence, that few noted Alec Nove, /Lrvwed" -

* B

the pnsons .and camps8 R R

| That the vast ma_lorlty of the economrc and statrstrcal._;
| "":"professrons were non-Party members, drd not, notes Vladrmrr Treml,
mdicate any drsloyalty on the part of these specrallsts to the regrme RO
. The only pomt ‘was . that these PrObeSlOﬂalS Would hardly ha‘"‘"
offered unqualrfied support o Stalms grand desrgns, _whxch -as many B B |
o ; ’of them felt, | ‘were erther totally unreahsnc or demanded 1mmense;- "
‘."""-‘”human sacrrfrces=9 The purges and trumped up\charges of wrllful_'
wreckmg and sabotage brought agamst the specrahsts demedf_the._if",‘jf_'.i};.l'g

Sovxet economrcs professmn any meanmgful role in formulatrng and .
. - e .
'fanalyzmg pohcy aIternanves A | R T
S The/ 1ntrans1gent dogmatrc aceeptance of»_g
~ Marxism-Leninism - left no Ttoom, . for = further ST
.. analysis . and exploratron of theoretreal issues, - and .
~ - academic trarmng in economics ‘was reduced, to.an:
. inane study ‘of ‘the writings of. the - "founding:
' ‘fathers” and the purely technical subjects ‘shehias’ -
'-‘_‘aceountmg, technology of ;ﬁ'oductron cost analysrs :
. and the like.10 Coe e

s Simrlarly, GueIfat vrews the debate between ggnetics;’f and

teleology in hrs work

o stormy dlscussron between the 1ssue of theory a“d docmne Insofar 2 .
'“'”-as the opposrng sehools of thought represented a clash between*"“
economlc phrlosophles the genetrcrsts should be regarded more as 5
- men of theory, descnbmg, expﬁlmng and F""""“g Th° teleologlsts SRERE
” .,_'conversely, ,were men of doctrme and even /of dogma, assessmg and' ,\
'_fpassmg frnal Judgement 11 The. attrtude of the teleologrsts to the'i" "s?" :-"}

“,._‘ scrence of economrcs, : as Guelfat notes 1n a garaphrase of one[ﬂ"‘".f Lo




Bazal'ov S arguments agalnst hlS Opponents dunng a SCSSIOH Of the

Commumst Academy, became ;. o

/ R .s:mrlar to that of Cathohc theologrcmns [src] to
-~ philosophy - and ‘in’ the same way as  Catholic _
} the\ologrcrans [src] strove to make: phrlosophy their -
* maidservant, so - the men of Communist ‘theology "
desrred to turn economlc ‘theory . mto a mardservant- D

of that teleology 120 e

Conce;vably, these drfferences of qpmron couId also be vrewed
essenually as a clash between f"l-objectrwsm gnd voluntarlsmt | To
[ Guelfat the,_ genettc:.'and”teleologlcal econoru(sts 'Wi:ré attemptmg to
| “make a descr‘rpuon of a transrtory econo(ny as a composmon of |
m of - the t - and futy . the fortner (elements of the

past) consntutei the basrs of ob1ect1v1sm and the latter (elements of

the future) serve’ as a basrs for voluntansm "13 In drawmg on . the
j : objectlvrsm of Mar;xran economlc theory, these economlsts were s
i attemptrng achreve-«a synthesrs of thrs objectrvrsm and‘
voluntarrsm, Wthh ultrmately became a- problem of relatlons
between economrc laws and the’ factor of power or ruledd o
" Inasmuch as the debate was a clash between theonsts and
doctrmarres over the nature of econoqgjg scrence the controversy

was also a struggle over the adoptrgn Jof an appropnate strategy of

vl’Sovret development and the'f,,m s to lmplement rt A growrng

number of Westem economrsts ap,‘(l hxstorlans wrmng on the NEP era

2,

40 Lo
have ad’opted thrs view. Some mterestmg 1nterpretanons have been
Lo ,
offered by Nlcolas Spulbeiﬁ,d Edwm Dolan,vJack Mlller Maurrce Dobb
and Mos’he Lewm 2 ge '
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Spulber a well h\own Western researcher of the economth
'debates of the NEP era, pdstulates that the debate between the

V.; genetlclsts and the teleologrsts was essenttally a dtsagreement of

(

: ;~op1mon overy the ends ahd means of Sovrct ecbnmmc development ;
Y path_should be |
'_ ted for acluevmg rapld technologtcal progress, what wef ht be .
to the respectxve ends and what the pace of growth should_t:

,The drsagreement over ghe ends centered on whtc._

15 0!1’ the means, thef clash was over the degree ofi_;_,"j- L
e ‘decentrahzatlon and use of market me{chamsms the srgmficance of.; . :

'past econo’mrc trendn for the selezctton of Qlan targets and the , #

" ~-;possib1hty of achlevmg both consxstency and efftclency

o planmng 16 The genénctsts, m advocanng a strategy of d°"°10pmenti"'.-'-'v"‘ |
whlch respected the tnherent and dlstmcttve features “of the econo;ny.
L GODCluded that plan dlrectlveS” could not be enhrely dlvorced from e

S past trends 17 The ablllty of the ,planner to map out futur?. changes ' 4‘"

{ :_m the Plan was hmlted The teleologtsts, accordmg to Spulber P
"_'dhcrlng to a Marxxst 1deolog1cal hcntage wluch did not offer ready',_',,"\ e
“made - answers for economlc development P\vere compelled te————-*
: :"f'femphasrze the techmcal engmeenng aspects of Sovtet planmng 1 8
'vIndustnahzatlon would be undertaken 1n accordance Wlth the
asslgnments of the pohcy makerst N ‘ L ‘, R
_Thts msxstcnce by the teleologtsts to percetve plannmg as an
fi;' engmeermg scxence over the clamour ot’ the genettctsts to regard AL
{,"ﬁithe plan as a balanced and open mmded document raxsed the 1ssue '.
of free will vs determxmsm m economic and soclal affatrs Tl'us. to_‘_'
"”"_}Edwm Dolan ﬂl a commentary on the teleologncal v1ew, . was at the'l_:

- basis of the dtsagreement between the genettctsts and
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i(:,.

recogmze the drctatorshrp of the proletanat m economlc and socral

affarrs,. lent credence to the role of spontanerty m the economrc v

sphere 20 In rejectrng the notron of balance and any need for a

thorOugh understandmg of economrc )Qelatlonshtps, the teleologrsts

\—

_ g .
K wete content to mamtam therr v1ew of the - necessrty of consctous

R

M

change Thus the vrctory of the teleologrsts Dolan notes, appeared all

the more certam in that thelr logrc of the correct desrgn of planmng

) *had the hrghly desrrable property of requmng very llttle mput of o
stanstrcal data or theoretrcal understandmg about the economy whrle o

v[yleldmg substantlal lmprovement 1n system performance compared

..'L:fvto the alternatrves of no planmng at all21 The polrcy makers could

’ :leadlng the future course df the natrons development The duty of

llmpose on ‘the natron the appropnate strategy “of. development and

vmeans to achreve it that they 50 ‘wished.. o - :

In thqs respect Jack Mlller v1ews the debate as. a struggle

)‘agamst the forces of snkh_un_o_s_t_ (spontanerty), ‘and the enslavement
" of ‘man to *blind forces that ‘he does not understand 22 “The

: zwrllmgness of the genetlcrsts to accept the exxstence of market

' constructron of the plan and of a development strategy favounng the

means of consumptxon rarsed the spectre of spontaneous forces;;” )

“the teleologrsts and the Party, in choosmg a development strategy ;

o

"‘favourmg the means of productlon and drrected by a planned .

146

. be granted the greatest possrble degree of freedom to determlne and 1,'

v_condltrons and commodtty relatrons as necessary gurdelmes m the"

%concretlzatton of the _ wrll of the proletanat was to frght the'“ :

mechamsm of snkhung_s_t_ and to supplant 1t wrth new orgamzed



B structures and modes of ;l;ought whrch would lZad to h e

congtrpctron of a market-less,,mmodrty-less, planned soctety 23"

( P o Thrs vrew 1of the deba;e ;between the genetrcrsts and the

';3'. teleol,ogtsts as a elash over mns and ends was - not shared by'

Maur;rce Dobchlnﬁ commentary con Spulbers book S_qy;gt_s_u_mgy e

which' awed in 1964, Dobb: saw the debate._" R

~,~ as a rather stemle on& The Qnsemtrsm of the genetrcrsts, masmuch

s 1t consrstedv pnmanly of constagt appeals to past expenence and a*"f_ ;

ns:.mahan.t for extrapolatmg trendsr. and equrhbrmm relatronshrps

Tnto ”the future, deflated ‘the optrmrstrc ‘and- dynamrc mood of the | o

party lcad“Sh‘R 24 The debatcx to thrs long trme Marxrst and .

Western obgrverwpf Sovret affaub- was essennally a by product of,’i-v |

T the Stmggle.‘between Preobrazheng!gy and others of the Left and thef'

Bukhanmte nght 25 B 7."-"'-.}-1 . ‘_ 

] '! erewrse Moshe Lewm mlhﬁ book

essefihally part _Qﬁ the debate over.‘;bg arrangement of developmentfj':

. regards.the controversy as an undercurrent S ’;

in the pohtrcal struggles between the Left and the ng,llt It was_

P“°mi°5 .The gta.duahst approachagf the genetrcrsts wrth regard toi SRR

peasant agrtcul.tpree ‘gﬁd the devglopment of consumers goods,{';"l-“,;

éndustrtes were mrrrored m Bukhan&s 1deas of balanced growth and__‘ e

gcnetlcrsté tha‘ gazarov s "‘°WS W@—tb@ lntelleetual source of many' S

of Bukhar;rns 1deas_on econonuc development 26

h'

’ Wh@t concluglons can one drgyv fnom thrs bqef survey of the::.'}y'-

lmmﬂmg’ on ﬂw debate betwéen thc-‘;genetrcrsts and the teleologrsts'znf" e

on one level the debate Gﬂl be vre)ved as a clash between two pre-



: . factronalrsm and consplratonal pohtlcs ln a revolutr nar

-t"un';’m “ R oo,qfu b '”}‘4 K

hf‘al‘ b‘f Kg‘ “; v ‘%'

1=

revoluM traqu,ns""m; the

z_e_m_s_tm and the unlversmes. The other vrew was a product of

whtch belleved 1}self to. be a vanguard fgr socra] change On anotherf_ .
level the debate could be v1ewed as ‘% sq@gle to remedy Marx s-"

e Tl

farlure to leave behmd a bluepm?t df a future soclalrst socrety

The fact that Groman Bazarov Kondrat ev and szburg
| attempted to develop practrcal strategxgs for economrc development'
and growth has been recogmzed to some degree in Western economrc. s
hterature on the NEP era. Unfortunately, the tendency has - been to
categonze thetr strategles as belongmg to. either the camp of the’l‘)
Rrght or that of the Left Nevertﬁeless, Erhch Davres, &sny, Carr i o
Collette and a few other .Westem scholars have attempted to see the‘
wrrtmgs of these economtsts on economrc development m a vastly ,

dlfferent lrght .«What follows are some mterestmg comments and]-_;

- observatrons made by these scholars

| At first\glance one is struck by the srmllarxtles of the strateglesv 5.""
of development advanced by these four economlsts A _‘strong',” ’

emphasrs on the 1mportance of consumer demand is. cOmmon‘

: jiﬁ.»-,,.:‘t‘-l.wlces One drew on the‘_;_"‘-;"lﬁ”
[ attrtudes and approach of '*i'ndependent @nqulry dév;loped in, the

s

throughout thelr wrltmgs on- development Although they dlffered..*

strongly among themselves, _Groman, Bazarov Kondrat ev, szburgi_‘

and others, notes one Frmsh economrc hrstonan, R W Dav1es,

: . shared in. common the deflatlonary assumptxons' L
L of the economrcs of the 1920's a stable currency, or



colleagues was a cunous blend of Russmn pre-revolutlonary

FE

. "‘%-'one unpro;mg in value, was regarded as a sme_ana f.
. 'non: thete must be. equilibfium on the ‘market “at
.. prices suffrclently favourable to. the . peasants to -

- persuade . them Noluntanly to- sell thetr gram .

« These assumptions were = almos, gustified in the =

. days before collecnvrzatron be_ca Sov poltcy AR

~All sides recogmzed them as “conditions for =~ . -

. _‘_-economlc safety, except perhaps some of the Left .

) Opposmon 27 '

\

Q0 \a R

.

In thts, Davres remarks that therr economtcs and that of thetr

economlcs and statlshcs wuh contmental Marﬁusm and the pr‘cal

economlcs of the ‘Amencan economlst Irvmg Frsher A'and the Harvard

Busmess School 28 From thls flowed certatn assumptions whtch they /

:. shared about the future of the Sovret economy

development strategles of the four econormsts

' (1) the market relatronshtp between peasant farm\.

‘and - state mdustry would < mue over a 1ong o

" period; Sl

~and

apprecrate in’ value 29

On a s1m11ar note Jasny advances the v1ew th'at"

(n) urban . standard of hvmg would nse steadrly,'ﬁ.'ff "

(iii) - the currency would remam stable or even__f' ‘.

the — ,?{

were essentally

- elaboratrons ;or vanatxons of the N'l-;lp Groman he notes, when the ﬁ

NEP was. proclalmed became one of 1ts most ardent supporters.

behevmg that it was destmed to 1ast fOr 3 long time.30 Only a few

moderate rewrsrons were needed Kondrat ev, m constrast, desrred a

| more fundamental broademng of the NEP to: mclude the more well-. o |

. to-do peasants, because they were fosterrng the growth of

o

IR T




'pr'o"ductio':n | and--:"an abolmon of the State monopoly of forelgn
"’trade 31 On Bazarov and szburg, Jasny makes no mentlon of theu'
v:ews about the NEP However 1f .one: v1ews thetr strategtes 1n terms "."_ S

o i o
_of the rcltance on consumer demand of the attentlon devoted to

~_resources as V N./ Bandera mamtams,v then the stra'egles of these B

-

’ ”economtsts and those of thetr contemporanes were attempts to

jresolve one . fundamental tSSl.lC 32 What are and what should be the

o ultimate sources of 1nvest1ble funds in’ an economy where varlous L e

>

}sectors ‘are mterllnked through the pnce echamsm"33 By what
.means, in ot r words, can rapid expansron. bI' made poss1b1e‘7
Da\nes, notmg the lack of 1nvest1ble funds in Sovret Russra
_l‘argues that four p0351ble strategles for development were advanced

l‘-m ‘the 1920's each of whlch could be fo}lowed separately or Jomtly
._'_They ‘were forelgn mvestment relxance on agncultural
‘develop-ment explortatton of the peaSant and a ' reglme of
'economy" 34 Rejectmg the pollcy of exploxtatton of the peasant \

o combmauon wrth each ot ,were qult‘- acceptable to Groman

__Bazarov and szburg As Dav1es notes, Kondrat ev was of the oplmon

. that growth and development could. be maxtmrzed by concentratmg

--_imvestment in agrlculture 35

e



The- belref that mvestlble funds could be mobthzed from
- agnculture was axromatrc to most Sov1et economrsts and party
| ,theonsts m the l920’s However ~the.. behef of Groman, Bazarov, f' ,'

' Grnzburg and Kondrat’ev “that’ current demand should be frrst.i»’

| "‘.'_;_\._‘,satlsfred grew “from- Bazarov s argument that the level of voluntary e

"",:-:':':'savmgs was lower than that before the Revolutron.aj’lhlsl' ratsed one TR

o mterestmg pomt To what extent were the polrcres advocated by the B

: four reconomlsts an attempt tcﬁhusband avarlable capttal and to drrect-f’

'these scarce funds to.’ sectors of the ecdnomy where the retums were Lo

’ 'greatest? o % T o RN ‘, . w :
Two Western scholars, Collette in’ France and Erlrch m the B

'-";_Umted States noted that Bazarov attemptcd to devrse a system of

° pohcres to rank mvestments accordmg 1o therr expected returns and'

e ‘overall 1mportance to the natronal economy To Collette, thls system. |

‘ of pohcles essentrally divided ghe economy mto two sectors a

_}'pnmary one 1n whrch mvestm‘%t 1s free _of the condtttons and’ :

' cntena of proﬁtabrltty,. and a secondary one where mvestments aref L

"r{chosen on the basas of thelr eXpected retums 36 lnvestments-

R ‘earmarked for t'_' tor are those funds necessary for the-'_'f,'._';.' '

._ .development of mfrastructure a,d educatron, on the one hand and.j';':' |
for. the expansron of consumer goods mdustnes tor future demand |
“on the other 37 In the secondary sector funds are set asrde for the
._f,repalr Cand’ renewal ., of exrstmg plant and equrpment,;, .the'.‘:._ |

.'~;-;m°°hamzatlon of artisan’ crafts and rural 1ndustrrahzatron3 8

fnvestments made m the prrmary sector are expected to be morc_. |
| than compensated by thc returns generated from those made rn the I‘-,.; .
secondary one 39 Thrs 1mportance of the cntena of profitabihty,‘; L

e o

L% e § -



notes Collette was also a ma]or concem to szburg, in that of the

"torlmg masses 44

'j,_'_factors of” productron capttal was thc scarcest 40 Bazarov 8/ approach

Erltch notes, seemed to conform to the "dual economy strategy of -

.- %

,"-.'Indlas general plans, of corl&centratmg on- certam large scale capttal-

-‘labour-mtenswe cottage mdpstnes in the pnvate sector‘*l N
' Thts dual approach of undertakmg large scale mvestments in .
B the state sector and small prOJects m the pnvate or. non state sector"

seems ‘to conftrm Banderas contentlon that development p.oltcles

‘electrrfrcatton programme embodled thrs underlymg brg push.

development -tactlc The purpose of thls pro;ect and other NEP

industrial prOJects such as the development of new orl fields in Emba, "

152,

-vmtensrve pro;ects m ‘the state sector and of promotmg small»scale g

.vldurtng the NEP were charactenzed by a rellance on leadmg sector or

_v';:brg-push tacttcs m a market oncnted mrxed system 42 TheGOELRO’ S

the constructton of the Turk Slb ‘railroad and the mass productton of :

RO
tractors was  to promote agrrcultural productrvrty both through

-techmcal lmk.ups with. mdustry and the" provision- of real mcentrves,'

in the form. of goods and equlpment 43 The decentralrzed"itnre of".'

SR

these big- push development pohcres permtttcd a good measu're of.

economtc freedom ‘and were - cogmzant of the current needs of the'- o

e

& .

szburgs belief' that in’dustria‘l enterprrses » should be“'.'

constricted close to the sources of ‘aW matenals adds an - addxtronal

D

'Iwm Koropecktj, the locatron of mdustry 1s an tmportant facet of the'

'prdlblem 'of the mdustnalrzatlon of underdeveloped reglons of a

cbuntry The reluctance of pnvate entrepreneurs m the past tol

dlmensron to the - problem of mvestment allocatton Accordmg—to--.\



3

”.?"'-construct new.. enterpnses in underdeveloped areas- of the country
o }_'because of hrgher mﬁla}* costs per umt of output led to an xdleﬁess of
-""_resources m the poorer regrons and precluded a more ,equrtable

,'dlstnbutlon of mdnstry 45 Argumg that” ‘the natlonal economy would ._»‘ o

e ;

benefit more 1f mdustry was located close to raw matenals becaus&,'t' |
. _of cost savmgs m transportatlon, Koropecklj notes, szburg was of
4 ﬂ_evenly throughout the country 46 The 1mplrcatron was thﬂat the = :
o reglons of the country should specralrze in pamcular mdusmes as '
ﬂ" A'I.?_lwell as develop those 1ndustr1es whlc}:/‘ could pnmarlly satlsfy the

o demand of local consumers, ie., hght food processmg and bulldmg

o matenals 1ndustr1es 47

thle Bazarovs approach to development and szburg s vsew————;—
'of mdustnal locatron seem to 1ncorporate certam aspects of a btg-
- .push »development tactlc Groman on the other hand offers a_"
,'drfferent though confusmg approach to some Western economlc o
hlstonans In.. Alfred Evemtskys estrmatton the formulatron of._:"j
"_4Gromans ratro of 37 percent agnculture to 63 percent 1ndustry as |
the: prevarlmg structure of the Russran economy led one to behevel

D."'f‘

:that ‘the . econom)’, soclahst no. less than tsanst. was. fixcd and
L S
'lmxﬁutab'le dn, 1ts relagt‘mshrps between agrrcultnre and lﬂd“m’y48}

J .'Thrs naturally 1;5 ‘%t number of - Western? researchers to regardv
Gromans ,rano as a statxstrcal oddrt u

.@arr remarks that it spoxled .an |
othermse Sensnble argumentiﬁa‘nd : exposed Groman later to thef o

.““J‘m‘ﬁ“ charge that AN as .unalterable.49 The t'act that the ratto A
. RIS, A T
' gas one idea of qtoman s concept of equtlrbnum and that he never‘v S

clarmed it would last forever 1s pomted out by Jasny 50 'l‘he ratxo, e




i ,_'*was meant to be a forecast of the drstnbutron ‘of : marketmgs for one _ .

'year only (1924 1925)51 [-,_» -

" To postulate that the movements of the pnces of agncultural

3 and mdustnal goods exactly compensate the opposrte movements “"," :

the respectrve outputs notes Erhch was ‘an astoundmg statement.52_

‘In ‘the absence of large scale 1nvestment acttvrty and srgmficant'

o :structural changes the ratto assumed that demand and supply would

154

‘ remarn , relattvely unchanged @and unresponstve 53 Could th1s~ . :

~'-tllustrate the srtuatron in . many developmg nattons where a relattvely B

-backward peasant grtculture‘ﬁ and Iow -income levels of
‘populatron cannot supply domestlc mdustry w1th the necessary
1nvestment caprtal to sattsfy the hasrc wants of the populatron?a If SO

thts leads one to conclude that the economy operates m a strattjacket

'and to effect a growth of the economy, mdustry must expand n.an.

nas_s_n w:th agnculture sS4

Kondrat év's behef that the presence of a class o£ prosperous'

'tssue of agrrcultural productlvrty suggested that he was. more a'_,‘
‘ d1sctple of-fgplypin- than a 1]_(.:_9__n_ax_g_c,l_n_lk_55 Thrs view lends credence .-
'w_to the ﬁ&ur&nt B& l}avres and others, that. Kbndrat"ev favoured a

=

"strong 'pmvatemﬂeasantry and was lrttle concerned wrth the rate of, =

b, o t.'-'r

»1ndustrial growth 56 Thrs was a major pornt of drsagreement

E betwee{t’ droman and Kondrat eV, notes Jasny 57 Unfortunately,

actual ’outlme of thrs debate betwee)'r)t Groman and Kondrat ev has '

: iy
!

PR



,largely gone unnouced by most Western eeonomrc hrstonans, as. has

‘ been the case o£ Kondrat ev's strategy for agncultural development.u -

In sptte of the absence of a large body of hterature in the West

on the economrc debates and on the developt‘nent theones of these

‘four . economlsts, some 1nteres5tmg observattonss by Western economtc I

hrstortans can . be made: In- general ‘the development strategtes of "_-ff'

"Groman Bazarov Kondrat ev and szburg, 1t can be argued were

'very much a product of the NEP It can be further argued that thetr- :

"strategtes were essenttally efforts to preserve and develop a market-

orrented mtxed economy Some Western economrc hrstonans are of_ :

o the vrew that Bazarovs strategy for development corresponds to a EEE

dual economy strategy practtced in’ .some . underdeveloped nattons .

As such the strategy 1s perhaps an. adaptatton of the leadmg sectorg

~ big- push development polrcres undertaken under the NBP szburgs e

.-',pohcy of - tndustrral locatron could be srmtlarly vtewed Groman s

; -theory. however wrth rts emphasrs on a srmultaneous development:'-f

equtltbrtum ‘and balanced growth as 1mportant consrderatto

" of mdustry and agncul&ure upholds the necessrty of econngmtc 'v
of

-development Kondrat ev's | strategy of favourmg agrtcultural-_ |

,development wrth its reltance on the abrlrty of the prtvate peasant to -

'mcrease producttvrty conforms to hrs view’ that NEP must encourage:g

‘a growrng prtvate sector. Vtewed together, these strategre§ can be -

regarded as the work of very practrcal economtsts seekmg to solve;l

&
the problem of economrc underdevelopment

]






.wave . cycles has ‘been

[
”

Smce 1ts pubhcatton An the .W

Kondrat’evs work on’ long-

the subject of mnumerable books and"i"

commentanes. It has sparked A ~debate a-..c’ng Western economlsts_ ,'

a,

and htstorlans ..bout .the nature “of long -term. growth

development

d .

Numerous attempts have been made to v1ew hlS long

” cycles as a schema of a long term development process. On thls

matter. the hterature about Kondrat-evs long cycles rs extensrve. Thefv"

purpose of thls drscussron is not to revrew this - massive llterature butf

N '

to look ‘at what two economlc hlstorrans W W Rostow and Emest‘

Mandel have recently wntten ‘about- Kondrat evs long cycles

Although Kondrat ev advanced the notron that. caprtallst;'.

economies - are subject to cycles some fifty years in length he did not. L

\attempt to provrde a theory of the long cycle Rather wntes« Rostow

Kondrat ev beheved that his. 1mage of the world economcy was - a

O

dynamrc one movmg forward in long oscrllattons around a more orf]_"

less stable upward trend.5 8 Hts mtentton and hope was. that ad-"'

coherent explanatton could somehow be found for the exrstence of' '

profound

development 59 In this regard Rostow beheves Kondratevs majorv_'

dynamrc forces shapmg economrc growth

net contnbutron was"

to demonstrate long- perlod movements (or

‘cycles) in prices, interest rates and other value
.series and to pose for others to -contemplate -his -
- empirical assertions. that the upswings of-his cycles - -
tended - to - contam more years of (conventtonal)

and | '

cyclical ’prosperity- than the. downswings, that-
agricultural ~depressions . accompanied the

-



downswmgs that large numbers of 1nventlons
~+ discoveries . were made—j
... applied. fully in: the . .
: f.»the ‘upswings - were: a compamed by both expanﬂcd LER
gold- ‘production: ‘and the - effective.. absorptlon of .« w f
- areas “into the world economy, and- that . the la"__'.'_.' .
phase of. the upswmgs brought w:th them “the moft.

e _.dxsastrous and’ extenswea wars and revolutxons "50-*’ ‘
In these emplncal assertxons of Kondrat ev, Rostow 1dent1fie

. _three powerful and dynamrc forces Wthh m hls opuﬂon have shaped

economlc trends m the worId economy smce 1783 Kondrat evs two '

! ‘_-and a half @ﬁycles between 1789 and 1920 should be vxewed as a

,ﬁ.

'...dynamlc 1nterp1ay between the phenomena of fleadmg growth.

: ".'}-sectors, changes 1n the demand for and supply of foodstuff and raw_-_'

matenals, and the relattons between fluctuattons m populatronGlfﬂ.

- Tlns 1nterplay, accordmg to Rostow leads to phases of development__\v‘,_'

. and cnses whrch result from an undershootmg or overs%otmg of the s

Ji,,?l.,‘dynamxc optrmum levels of . capacnty and output for food and raw_.”___.'_

e matenals in the world economy 62 . f‘_ .

In hls exammatlon of Kondrat evs long cycles, Rostow notes -

: _’:-that the upswmg of each long cycle is . charactenzed by a rise in the'-

| ~relat1ve pnces of agncultural products and raw matenals Thts nse 1s R

determmed by growth of leadmg sectors and an mcrease m

- populatxon The turmng po

"..'.__v"._produ@e capaclty of ,ba"
. .opening-up ' of the Amehc

J "h’,

int - m each upswmg occrrs when the-':...__
;?mmodmes overshoots demand The‘ -

~and - the entry of Canada,i;_'}'f

-‘Argentma, Australla and Russ:a mto the, world economy at the tum“} e

"fof the twenneth century could be vxewed as a consequence of the~

“nse 1n agncultural pnces, the development of new mdustnes and

‘.‘.. }



< T . . . -

-commodmes. The declme in the price of foodstuffs relatlve to wages, .

L raw matenals and foodstuffs 65

u

s g
ST,

L& i e .\J,J,o__', ‘-,, R
.

| '.movements of populatlon 63 The nse of Brazﬂ Indla Korea, Talwan

Jand the OPEC countnes in the l970's can be srmllarly explamed m

__thls context and in’ Rostows assertron that the penod 1972 19'79

constrtuted the first phase of an- upswmg of a ne ’ "v__c_ycl‘e.l _;:_l"' .

s ve.rsely, _each downswmg 1s marked _'arp reversal m

. capaclty :'vis persrstent m those mdustnes supplymg basrc

;however rarses the real 1ncome of wage-eamers Th1s nse in real

) lwages creates a growmg demand for tndustrlal goods whlch

excess. capacrty lS used up, pressures amount and prrces of bas1c

commodmes begrn to nse resultmg m an. upswmg of a new long

_ cycle The shlft in. 1ndustrral supremacy from Westem Europe to the _

vated States and the emergence of Japan as a major mdustnal

>

_natlon are vrewed by Rostow to have occurred m the downswmg of
.,)6920 1933 64 In th1s vem Rostow concludes that the penod 1951-

',‘-_.1972 was a downswrng marked by relatlve de):lmes in the pnces of

—

RostoWs conclusrons that the 1980‘s are the beglnmng of an
upswm; of a new long cycle and that the penod 1951- 1973 was a
downswmg are not shared by Ernest Mandel -a Mwecent
revrvallst of long cycles 'I’he penod 1951 1966 m ‘his - rev1ew of long

cycles hvas an expanswe one charactenzed by a nsmg rate of proﬁt

L a peakmg of economtc growth rates m Westem mdustrtal natlons and

mdustry 66 In the late 19605 the Westem 1ndustnal nattons entered

' . 5 : ; C s

| the relatlve prrces of basrc commodmes and foodstuffs Excess

_—conttnues untrl overcapacrty m bas1c commodltes is ehmmated Once

.'14.0

'.the mtroductlon of several new technologlcal lnnovatrons 'i”n



,{_'a‘n mflatlonary perlod m whtch excess plant capacrty, nsmg . ‘f"t-*.
| “j'unemployment a fallmg rate of p[Oflt and ‘a slow-down tn the : _
' '.v-freXpanSton of world trade became endemtc 67 It 1s hlS assertron that ."j _?'
| o " the 1980’s is. & pe\hod of downswmg In order for a new upswtng to
: .‘}‘occur an - explosrve mcrease m ﬂra,;rate of accumulatton, tn the S
' “average rate of profit and a ;pmarkable expansron m the maa&et for _f
) 'capltalrst commodtttes would be requlred 68 Accordmg to Mandel
 this- turn from a long penod of depressron to one of boom, however.
.»'.would depend on the outcome of momentous pollttcal and soc1al
' .struggles 69 ' | | '. L o | |
| Though Kondrat ev mamtamed that hrs long cycles vvere
appéltcable only to capltallst economtes, can 1t be argued that the o
vcentrally planrmed socialist economles are themselves subject to
_cychcal fluctuatlons" Smce the advent of central planmng m the
' ~.Sovret Umon 1t has been wrdely belteved that the Sovret cconomy 1s

- not. subject to such ﬂuctuanons Mandel contests thrs bel}ef In an

‘analysrs of the 1974 75 mternattonal recesston, he remafked that
the socxaltst economtes desplte their planned‘ nature’ecould rtot eScape

—————the—-ﬂuetuatmn of pnces and demand Smpe t'hay are sttll mterlmked

A”w1th the world economy, the most they can do” “"
. l‘ . -
f"ﬂuctuatrons of pnces and demands .on. the mtemattonal market from :
R ‘l

,’,_bemg repeated wtlun thetr own domesuc procfuctton,70 'Pd the

' prevent strong

. extent that centﬁlly planned ecor}emtes are growrng more

......

_Asuspectlble to cychcal fluctuat;ons m producuon levels,, prrcé and
v",other value seﬁes is. a toplc worthy of further study ,r o
If Rostows deprctton of Kondrat ev 5 long cycles as a dynamtc

'mterplay of the mtroducuon of new 1echnologtes, changes in the :_, "" ,.

’



'demand for and suppfy of Taw materrals and foodstuffs, and

- -.1»6'0":'_1

populatron movements 1s correct then -some . mterestmg conclusrons L

f,:follow The first is the correctness of Kondrat-evs approach to;"i'-:

the. Sovret economy Th;r accumulatron of caprtal tn agrrculture-_v

brought about by hrgher 1nternatronal prtces for foodstuffs would:’.

agncultur;d development as the appropnate strategy for developmg -

mmate the 1ntroductron of new technologles 1n agrlculture Newix“‘-l -

1ndustnes would then emerge to supply ‘the mcreased demands of

some respects épegh 3& perlod of srmllar rap1d growth and'

TR

,_:_‘development of Russran 1ndustry whrch had occurred m the 1890‘
- and’ 1904- 190971 - |

One wonders to what extent rf any, Kondrat ev formulam hlS-_F‘ "

e long cycles as. an argument for his msrstence on agncultural;

‘i'development as the ortly possrble approach to Sovret econom1c_-

deveIOpment What of the argument that hlS research on long c‘ycles" |

’_:led h1m to advance a pollcy of rellance on agncultural development" "

| Can it be mamtamed that l‘flgondrat evs long gycles are equally

_ applrcable to caprtahst#s

'thrs mean for the Soine

- ‘-ﬂ'emphasrs -on the old leadmgwsectors of steel metal workrng, heavy’?

'_'engmeermg and coal" Such questrons have yet ‘to be explored

There rs very lrttle drsagreement in Western lrterature on the

: ‘leadmg réles Groman, Baz.arov szburg and Kondrat ev played rn;'

T an
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32

developrng Sovret plannmg underscores the

,i.tmmedrate concems of the moment mvarlabl'»

) the development of Sov1et planmng Where_the °dtsagreement seems
o to 11e 1s ov r« what 1ssues were dommant in- the evolutlon of Sovxet

: planmng There is. a behef however mlstaken or. srmphsnc 1t may be

""}that the Ftrst Frve-Year Plan somehow emerged from the varlous

@

. .‘.,,economrc and pohtlcal debates a complete and pragmatxc document

In fact the extent to whlch Groman Bazarov szburg and

. Kondrat eV devoted t‘herr consrderable. Nl‘etlts and energxes to

mendous groundwork

.jrsiij

~ that was needed before the Frrst F1ve~Year Plan was enacted mto law :
.

Lo e

'jm early 1929 At the nsk of retracmg prevrously drscussed Western

summanzes the

growth of Sovret plannmg 1n the ten years, 1918 1928 as a response

v1ews on the debate between the genetlcrsts and the teleologlsts, the R

s*ffollowmg 1s a. survey of vrews of. some Westem economtsts and

......

[

by the regtme to solve practlcal problems Sovret plannmg grew “from I

a gradual awareness of the need to combme mto a smgle document EENE

2 the sum total of all sectoral decrsrons 72 In Sov1et parlance thrs

h lpenod was called ‘ "the struggle for the plan."_ In tlps struggle, at the

o r"rlsk of sunphﬁcatton emerged two 1ssues or problems

The first lssue was the need to understand the workmgi fof the

Sov1et economy The mmal attempts by" the regtme to respond to:

__'_economf‘o polxcres whrch dtsrupted the economxc. _ife -of_" the country

iWhen a retum to a semblance of &conomrc normalcy occurred after

__'_i_,-“the promulgatron of the NEP the need to dtscern the mner workmgs

Fae o




:. of the economy grew It became ‘_‘ ratlvc \for the Sovret regune to o

obtarn rehable and accurate statls‘:c‘:t data and competent people to?f"'_j o o
mtcrpret thesc data From thrs came the questaon' was 1t possrble tov;’
construct ‘al workmg modcl of the economy and thereby an
| approprxate methodology of plannmg" _':7".' S ., S

T

Dolan notes that when the plannmg theonsts began to thmk ‘ :f;-

o\gﬂ. K

about the problems of destgmng a ncw economrc systém to replace

'

the market they found themselves severely constramed by a lack of Te -*

}s iy
managenal and admmlstratrve personnel a» poorly developm sys&mn ,‘_',, .

. -"?
.?
of economrc commumcatron and lrmlted central data-pi'ocxssgﬁgs

capacrty 73 The lack of management and admmrstratlve personnef
‘meant that _plannmg would be too complex a venturc to be
undertaken and 1mplemcnted ln hlS words the Sovret econ(ﬁny
called for a master plan desrgned by gemuses for cxecutron by ‘.5'

fld‘OtS- 74

, gxlstence of a plannmg systcm mcapable of handhng,r
~both 'markct and non- market 1nformatlon lnvarlably led |
‘ 1nformat10n that was. wxlfully or’ madvertently drstorted 75 The lack;‘f.'_"t_",_"
of data processmg capacrty at the ccntre mtroduced uncertamty, .in '
" the - form of long lead nme in plan comptlauon and of a hrgh level .ofj"h'.
data aggregatton mto the plannmg process 76 The result was the; ) :
creatlon of very. approxlmate gutdelmes m the plan The solunon to
B thts problcm to- Dolan was the response of ‘the: tcleologlsts to deny
the 1mportance of economrc theorres and statlsttcal data and to.
institute maneuvermg and h';,_' "self- correctlon of errors :as_,' St
compensatron for thc techmcal 1mposs1b1hty ot‘ formulaung balanced»-*r: S

plans 17.

o
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A srmrlar vrew is expressed by Spulber.l X e contplex task: of
developmg a theoretlcal model of the economy was abandonpd 'In Ats
place was a mumph of pragmatlsm m plannmg, whtch was factlttated

by 2 number of factors Srgmficant among these were

_ “ the dommeermg tradmons of the leadmg‘xg_-_' S
B vbureaucracy -and its lack of ‘economic. soplusncatron, RN
© ‘the absence . of - expenenced planners and of o .
- .,-';'educated managenal "cadres”, and the. abysmally'-:
.77 low standards of statlstrcal mformauon in mdustry o
©.. and even in other fields 73

'I'he abysmally low standards of - statlstrcal mformatlon n f"’:::“
":i._mdustry dld not prevent Groman Bazarov, szburg and. Kondrat ev{."’._-" -
'from worl mg on developmg approprrate economtc theortes and- —
.stanstrcal procedurei Jasny argues that the methodology of plannmg | |
_was largely developed before 1927 As early as 1923 Groman, he i
. J" L states, s‘tarted a dnve for workmg out a balance of the nattonal
- economy as oa statrstlcal devrce 1ndrspensrble for planmng Such a;-;
”-'2-'?balance for 1923 24 was actua.lly worked out in 1926 79 Ginz‘bur'g s
| ?, . »'work on the Frve-Year Plan for mdustry 1n the VSNKh completed rn ) |
. mtd 1927 was an astoundmg work consrstmg of 740 pages, of whrch' .‘
_ 340 pages were taken up by___statxstxcal tables of prelrmmary S

"_,g_r'-estrmates for 1926 27 data for' '1925-26 and 1913 80 .’lasny notes"r |
f-*""_:"_that Kondrat evs work 1n the comptlatro' of the Ftve-Year Plan for : |

r _' \ agnculture should be consrdered a: great achrevement consrdermg* -

that all plannmg was stxll m 1ts mfancy m 192481 The Control’
Frgures, developed by Groman and Bazarov. espectally the ftrst set-_f..‘f”"" |
for‘ 1925/26 created such a strr m the Party at the ttme that 1t~ led to'f : -
great debates 32 Brom th‘__"',v‘expehrﬁerltatron thh annual plans,l.‘.f-:»l‘_;_ o




L -'—larger penods than one year 83 . o s

polrcy dunng : th

. “w : —_—

g

A srmllar argument 1s made by Treml on thVo emergence of new

~and 1mportant drscovenes rn the field of economlcs and economac

'twentreS' TR 4 o L g o - ,,

. E@o;r ,1sts, planners and econormc admmrstrators
- were .‘;,learmng their trade: fast ‘and ‘appeared: to- be * ‘
"-approachmg some soluuons rn the search’ for. a*
-workable model of ‘an onomrc system combmmg :

.‘value and market rela ons . with ‘centralized control .

of natronalrzed industries. Planners were callmg for ’
the removal of subsidies to industry, * for ratronal

cost and- productrvrty calculatrons, and for the .
-formulations of national ‘efficiency  cfiteria. The
importance of ‘the ' allocative -role = of interest
 payments was recognrzed ‘as was. the ‘need for -
rental paym —reflect ~differences 1n quahty or

‘_.i‘ locatron of natural resourées 84 .. %

E "
B

However promrsrng these developments may have been it,.,"-

naturally led to another 1ssue Was it ‘possible to reconcrle the pnvate

q.
sector wrth the natronalrzed sector" More 1mportantly, could the plan

rssue contmues to be a pornt of contentlon among Westem scholars

One v1ew advanced by Brutzkus ,m 31935 categorrcally rejects

'_the possrbrlrty of combrmng a planned ecohomy wrth a systerm of
'market tradtng The peasant is deeply 1mbued wrth gte desrre for

'pnvate property that all efforts to brmg the socralrst 1deal to the

§ yl
i

countrysrde resulted in a destructron of the caprtahstrcalty orgamzed
7

,»agnculture and the complete dlspersal of productron 85 Any attempt

to restrrct the orgamc demand for a free exchange system, e’specrally

 .‘ m a predomlnantly dagncultural country would wreck the whole

.
. ‘|_ .
iy o

- 'remarlcs Bons Brutzkus, arose the the 1dea of constructmg plans for

J

coexrst w1th the market central authonty wrth local autonomy? Thrs |

"’i&’ijﬁ;

L4



| ':;'Sov1et govemment allo'

ol ~socrahst countrres

Lo

. ,socralrst econormc ,ystem of a planned drstnbutton of economrc goods
: -"throughout the en

o recogmzed by the
| out w1thout a- cert
: market 87 When Rg

. was’ when_. 'a- vc_on»sist :

; "Y;In this context the pnn

”forecast the development of prrvate trade to mamtam the

,;.vurpose of the Control Frgures was to “

'equrllbnum of supply and demand on the market of the pnvate and

. socralrst sectors of socrety 39 Thus, once thrs equrhbrrum between the

pnvate and socrahst sectors was dlsturbed after 1926, it was not.-,

; mconcelvable to expect that the non-party experts thought the ttme

'mopportune for the’ mtroductron of the plan.90

Jasny agrees wrth thrs sentrment of Brutzkus For a br1ef "

' ',perrod 1925 1928 he notes, a certam amount of accommodatron

wrth the market was attempted and: wrth 1t a degree of decentraltzedv -

: ’_decrsron makmg was perw Sovret planmng at that moment_

'.{resembled what he envrsroned would occur in non dxctatorral_;_’g:-'ﬂ

Coody o St

. plannmg based -on state - ownershrp of the o
_ _prrncrpal means . of productton but . with
Nl 'presen/atron at least of the right of ‘the peasants to

- Y " remain on- therr farms as long as. they -wished, with -
“o.7 o freédom of choice of occupation . for those sellmg.-?r '

.. their labour, and ‘with” freedom of choice for - :

_ __consumers the uttllzatron of therr vprrv_ate_ N
-}mcomes91 T CE el
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° Under thrs system of flexrble plapmng, Zaleskr notes that the B
4,planner attempted to mﬂuence the condltlons of supply and demand |
'-_;by resortrng to such flexrble devrces as money and pnces 92 As
‘:mﬂatronary pressures mounted and the plan fatleo to meet consumer
. demands, the planner however mcreasrngly resorted to.'a tlghtemng

_ of controls over the economy Once a comprehensrve d'y', and'}_’ ‘

;,‘ 'decentralrzed enough to allow the workmgs of the market : Proceed Ll

' relatrvely | unhrndered ' the plan Zaleskr .gotes bec" more." '

mcoherent The number of goals 1n the plan expanded a Can _ |

" more yaguely defmed It became more dlfficult for the planner tov ﬁ-

| mtegrate these goals mto some form of pnonty The result concludesf o

" Zaleskr was éhat ‘the plan became only a means to an end and 1ts‘7fﬁ
11mperfect cohesron was replaced by a strlct drsclplrne in applymg the
 means to make the economy move. 93 ' |

t N By way of summary, we ‘can . see that two rssues were present :

in " Soviet plannmg ‘during the 1920‘s Was it possrbl@ to formulate a'-, |

workm mod the Sovret econom t3 On thrs, some Westem vrews'ﬂ A
g y! i

-consrdered it’ 1mpossrble whlle others were emphatlc m potntlng out

he work of Groman Bazarov szburg, Kondratev and other Sovret‘_'_

| economlsts :‘ame close to a solunon On - dle second 1ssue, of whether
the plan could coexlst wrth the market the vrews .are more unclear
One categorlcally rejected such a reconcrhauon ‘while the others

____a_rgu_ed,_t_haL it was posslble Th1s questlon awalts a more deflmte~

answer



: S'umma'rizing—i this' 'chapter a number of observattons can be o

made from the Western lrterature on the works of our four T

'Aeconomrsts In the first mstance, there rs the unhappy reahzatton o

that not very much has appeared in the West on Groman, Bazarov, -

.szburg and Kondrat ev For numerous reasons, hxstoncal lrngurshc

_or otherwrse, Westem research on: the Sovret NEP era 1s lmuted and ..

largely confrned to a. few controverstes of that trme, the polmcal"

struggle wrthm the Party to name only one. In, sptte of thts unhappy'- |

state of affarrs in - the hterature some msrghts 1nto the genrus of =

‘ﬁthese economrsts have appeared Thelr strategles or polrcres for‘ o

econormc growth and development for one, were trmely and senousr

:'._attempts at confrontmg the core of the problem of - economrc

s

N ._..underdevelopment the scarcrgy of - capltal ang the low level of

mcome of the: populan&r Vananons of thetr development strategres

are presently bemg pursued in Thu’d World countnes On the tssue of

-«long term growth and® development or’ long wave cycles ‘80 named by

= Kondrat ey, 1t contmues to0 be a source of unceasmg debate in- the .

__West Economrc planmng,_ more precrsely, the plan, was a senous_.'

"attempt ‘not so much at controllmg the economy, that would come'

| "fafter Stahns »ylctory over his polmcal foes in 1929 but rather ‘one at'

B mfluencmg economrc development The resnlt was a cunous quest to o

reconcrle the state and pnvate ssectors. Remarkable though therr_ o

achtevemenfs and efforts were, 1t was Groman, Bazarov szburg i

and Kondrat evs quest to observe economrc phenomena 1n totahty,
| therr genetic approach of vrewrng ‘the economy "as a whole that has

survrved best theu' publrc drsgrace and untrmely ends 1n the 1930' '
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SRR is much larger ‘and” operates

> »
n‘ .

| CONC'LUSI()N

One source of msprratlon for the wntrng of thrs study came B

»‘_,}:vfrom a dlscovery by thrs wnter about the nature of economrcs whrle

»thrs wnter has been the emergence and acceptance, over the years,,

has grown ever more speclahzed and complex Unfortunately, thts

3

has led m some respects to & tnvrahzatron and complrcatton of many,;_"'5'_-_-,'_;-

aspects of fnndamental economrc problems -

Wherr recessron struck the 1nternat10na1 econpmy m | 19’81—~

1982 . economrsts and analysts altke were surpnsed by 1ts

e

suddenness and 'eventy Every major economy, caprtalrst or not was‘- -

not left urrtouched Numerons theories _and tdeas were offered to .'

explaut. thrst phendmeﬂon After some reffeetronl and closer mspectton,

thrs ':wrttei' belreved that the~ mternattonal reeessronlwas essentrally
the prodqet ;'o - past mflatronary expectatrons Excesswe debt, lngh

._“_»:i;.-.jjv-:_dealmg wrth very real and at trmes unsettlmg probl@ms of operatrngh;.}.:.“_‘ 3
a small busmess An economy is very much hke a busmess, only that -
i’ }n ‘a. grander scale rWhether the‘v;",ﬁ
“_".economy is 4 caprtahst or. non-ca "tltst one, the problems of
.-'_‘operauon of engendermg growth and development are'. essennally___i- :

. _the sarm However what has become partrcularly drsconcertmg to & L
“}of a notron or behef that hrghly specrahzed and techm&’ally 1ntr1cate'-“.__'

«'j“_""'solutrons can be applted to the problems _of econc:mrc growth and“-{_“‘_‘_'v-" :

development These problems have not gro ;,_any more complrcated'uf_‘ S

CANTERt



.

speculatxon were but mamfestatlons of these expectatmns The

popular sentlment of that txme was that an era of unendmg-.‘f»-f e

prosperlty bom on the wmgs of htg‘her (:ommodlty pnces andil"-f_"

mcomes had at. last arnved Iromcally, any acccmntant analyst or

economlc observer thh some very basnc kno\vledge of economlcsf_?

and ,? 3 w1th a generahzed approach to economlc analysxs could-_i___f“. R

have sta ed‘ the obvnous fallacy of thxs behef They would have noted'i_.,_;.'b.ff:,._

the‘ ” ‘sxmp l“""}“yet so profound truths that govern the mner worklngs of -

T

. gl 1y and 1ts course of developmont An ecd'nomy 1s the‘-;‘_'

w New Economlc Pohcy that had been maugurated to salvage the Sov:et:j' g

,. ect'momy The economlc reco:‘, . that was created by thls pohcy l ed Sl




.advanced mdustrlal base became xrresxstlble Numerous ecanmic‘x-';"-.l’-_r._u-'i":

IR ‘-szburg, - and Kondrat ev wrth thetr strategtes for economtc;’; s

S _the populatton they offered a practtcal solutton to a very presslng

L . . ,-A e . L . : . R .
s . PRSI ~———-'—

As fhe Sov1et. economy regamed prewar produ(:twn levels, the_' e

" .f-:?'call for a forced development of the economy from that of . an.;l"“:fi'_{:‘»-‘.":: S

:‘j:-'agnculturally based one to one possesstng a technologtcally:“‘f"_"Vif‘ﬂ‘.._..

. ‘f_.debates were mmated oVer how the natton could be mdustrtaltzedﬂf

'.'_:and at. what pace Into these debates stepped Groman Bazv.arov,"_'f__:,_~

:development and growth Industnaltzatlon they realtzed had to be-’ f'-;i"

approached gradually The natton g was underdeveloped It suffered_:'f_' S
- '“'from a senous shortage of mvesttble ftmds, and badly needed;j".
modern technology and the necessary trammg of the populatton to"f.v.
’operate modern 1ndustry By mdustnahzxng the natton gradually so..'fA

v

o husband scarce resources and to sattsfy the tmmedtate needs of

.problem | - Gl
._ B Thts gradualts; approach to development grew from an
extensrve 1nvesttgatton mto the nature and dynamtcs of econo.mlc:_ ‘
growth over ttme Tt was thetr beltef that tn the short-run once the
80v1et economy recovered to 1ts prewar .levels economtc growth—

would beg_n to declme In the long nm to Kondrat ev, economlcf’»l_

growth Would exhlbtt a cychcal dynamtsm BRTCIRT TS T RERAE

These precepts about economte d@velopment and gro*Wth;-»_-.'_; o

became ~hallmarks of thetr tnvesttgauons and dtafts of development R "

plans They beheved planntng was not atr end 1n ttself but a way to‘j'_,"f":f:_'v""'
facxhtate economtc develo.pment Development plans%o them, must’ L

be Practxcal documents whteh respected the‘ w1shes of the populatton,j o

- B . . --'.“

‘.l‘..‘ Lo

. . . Lo
o R 2 PR



and the nauon $. eurrent level of development Eoreed ehangev.and
‘5 -2 v-’ ..

i dnreahsttc plans meant waste and costs thwe natlon cogld 1ll afford R
,' These ‘vxews on economrc development rowt«h and plannmg, pRCE
B . 5 -

- ’however, praetlcal to our contemporary trtms, ,were dxsmrssed by t'he

S * advocates of a strategy favouring rapxd mdustnahzanon 6f t?he Sovtet
; Umon In the_ end Grorpan, Bazarov, thzburg. and Kondrat ev and
i } many others kof snmlar mmd were arrested and dtsappeared Decades
Y later- m the West a, few researchers bravmg the 1deologtcal lmgulstic

’ and hlstorleal bamers that separated these four economlsts from the

world of thetr day began to dtscover an ongmallty 1n thetr works.. )

=, g ;._~These scholars saw 4n Groman Bazarov, szburg and Kondrat ev a* U
- concern for a measured development of the Sovret economy and a

v1swn of’ a producn\ie economy satrsfymg the needs of a growmg and

4

| that these economlsts harboured about
unbalaneed approach to 1ndustnal development have tragncally come o
to pass Much “of current Sovretfgmdﬁﬁ‘ial plant 1s mefftclent and
unproduettve It produ’ces low quality hxgh cost goods Instead of a o
senous attempt to cater o the demands of the populatlon consumer
U demands remam largely unfulfxlled Agnculture rem'ams k poorly
eqmpped and undercapltalizednas ever The htany of economtc
problems 1s mexhausttble. Iromcally. the Sovxet Umon ha,s an
.' mdustnahzed economy More tragtcally perhaps has been the cost of
thls mdustrtalnzatnon whxch Groman., Bazarov_;jf
: Kondrat ev beheved the natmn could not afford |

G;nzburg, and

0 .-:1these_eeonemuts that their practical :

.v.*

It is'a sad testament o
:f approach developed thhfmuch effort'.,;_ and enthwum;\_: 4~lh0llld have i
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o e

i been 50 casually dasmrssed by Stalm and others as subversrve and

"‘"destructivé The current economlc malagse of the Sov1et economy 1s_:;
f'-_'v"-the prlce,/-so to speak that the nauon must bear for rejectlng the’
pamotlc duty that Groman, Bazarov

8 Glnzburg and Kondrat ev['* H

-.l-'_'_:rendered to the natron Has the moment come for the Soth Unlon to .

331‘1‘9“’1‘;‘183 and accept 1the work of these four economrsts andf B

a more balanf”d

approach to economrc analysrsf‘,:

@-.
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