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Economic development is not a mechanical process; It Is 
not a simple adding up of assorted factors. Ultimately 
it is a human enterprise, and like all human enterprises 
its outcome will depend finally on the skill, quality, 
and attitudes of the men who undertake It. 

Richard T. Gill 
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CHAPTER I 

INTRODUCTION 

Purpose, Scope, and Limitations 
of The Thesis 

This thesis is an attempt to compare the progress 

of Communist China and the U.S.S.R. from the time of the 

communist take-overs to the end of their Second Flve-Year 

Plans. For China this period Includes the years from 

1949-1962, for the U.S.S.R., 1917-1937. The emphasis is 

on the Chinese economy. The Chinese attempt to industri

alize Is, of course, the more recent attempt and is today 

more significant in terms of growth strategy for the other 

underdeveloped nations of the world. Thus since the Chinese 

experience is more recent and more relevant to today's 

underdeveloped areas, this segment of the paper draws the 

most attention. 

Another point of emphasis is on the statistics of 

growth rather than on institutional development. Economic 

development implies both the growth of a nation's output 

and the Institutional factors involved In achieving the 

growth. Although changes in institutions are Included, 

emphasis is placed on a study of statistical growth records 

of each nation. In some periods, however, a scarcity of 

data precludes an extensive statistical treatment. 



Another area of emphasis is on the period of the 

five-year plans. The chapters covering the time periods 

before each country's First Flve-Year Plan set the stage 

for the study of the plan eras. The agricultural and 

industrial sectors are the main sectors receiving study 

In this thesis. Changes in marketing and financial insti

tutions are for the most part Ignored, Some political 

and sociological developments are inevitably Involved in 

the study of economic development. The purpose of the 

paper, however, is not to develop or study the political 

and sociological implications. 

The lack of a complete set of statistics is a 

serious limitation to the comparison of the two economies. 

Another section of this chapter deals specifically with 

the problem of statistics. It is sufficient to say that 

the lack of complete series and the Inadequacy of certain 

other available data pose some serious handicaps to this 

study. Even if the statistics were complete and completely 

accurate the problem of an international comparison of 

two economies is difficult. The selection of one base 

year instead of some other base year In measuring GNP 

can and usually will result In differing growth rates. 

An elaboration of this point is presented In another sec

tion of this chapter dealing with statistics. 

The selection of the time periods of 1949-1962 

and 1917-1937 in no way is meant to imply that these two 



periods are equivalent stages in the process of develop

ment for each nation. On the contrary an attempt Is made 

to show in Chapter Four that the initiation of communism 

In each nation was at greatly differing stages of economic 

development. So with this idea in mind no attempt should 

be made to assume that the problems were the same during 

these two periods. Indeed, this mistake is one that was 

made by the Chinese in selecting their development strategy. 

Thus the purpose of the paper Is to compare the 

economic development of China from 1949-1962 with the 

Soviet Union from l917-1937. The limitations are the 

emphasis on China, the emphasis on the plan eras, and the 

exclusion of marketing and financial institutional changes. 

Other limitations are the limitations of statistics, and 

the limitation to only the economic realm. 

The Communist Obsession of G-rowth 

Robert W. Campbell in his book Soviet Econo'r.ic 

Power describes the communist preoccupation with growth 

as an obsession.1 The word obsession is accurate. The 

communists are obsessed with the idea of overtaking and 

surpassing capitalistic nations in production. This 

obsession is largely a result of the acceptance of the 

Marxian philosophy and system. In the Marxian system 

''Robert W, Campbell, Soviet EconoT.ic Power (Can:-
bridge: Houcrhton Mifflin Company, I90O), p. 25. 



capitalism is a stage of economic development. The stages 

after capitalism are socialism and communism. The idea 

of Marx was that capitalism was a prerequisite of social

ism and communism. A capitalistic system was seen by 

Marx as preparing the ground for socialism by bringing 

about the accumulation of capital in a nation.^ 

Thus Marx stated that before communism was possible 

the productive capacity of a nation would have to be 

large and developed. The communists see the need for 

industrialization as a prerequisite to the establishment 

of communism. They have altered Marx's concepts of stâ res 

in that they have now said that the industrialization 

can occur without capitalism under a "dictatorship of the 

proletariat." So to the communists with their acceptance 

of Marxism as almost a religion, development Is vital. 

This religious zeal has led to the growth obsession, for 

until the communist nations are industrialized they can 

not be fully parallel with the tenets of Marx. 

The Measurement of Economic Growth 

Probably the best concept of economic growth for 

a nation is that growth is occurring If real per capita 

output is increasing. The growth process can be viewed 

by breaking this growth of real per capita output into 

^William N. Loucks, Comparative Sconoric Systê .s 
(New York: Harper and Row, 1961 j, p. 125. 



components. The break-down allows a more microscopic 

view of the growth process. The measurement of agricul

tural growth versus industrial growth is one such break

down. The growth of GNP can be separated into the por

tions of consumption, investment, and government expendi

tures. The break-down Into consumption and investment 

is extremely relevant because investment Is accumulation 

of capital, and accumulation of capital is the key to a 

rising standard of living. Also important in measuring 

a country's progress is the amount of aid that a country 

has received. Has the nation "pulled Itself up by its 

own bootstraps" so to speal̂  or has the growth been stim

ulated to any large extent by foreign aid? The volume 

of foreign trade is an Important component to consider 

when looking at a country's economic growth. Has the 

nation been able to import significant amounts of capital 

equipment to accomplish growth? 

Thus the paper is largely concerned with compar

ing the expansion of each nation's real per capita GNP. 

Then such factors as population, the breal^own of GNP 

into agricultural and industrial components, the break

down into consumption and investment, and the foreign 

trade and aid aspects are all key components of this 

study along with some others that are Introduced later. 

Of course, the economic institutional framework of this 

growth process is also important. 



When comparing two nations' economic growth one 

must keep in mind that though one nation's growth rate 

may be lower, this fact alone does not necessarily mean 

that the nation with the lower growth rate has done the 

poorer Job. Growth rates must be accepted only with great 

caution. The selection of an early base year often leads 

to a higher growth rate for a rapidly developing nation 

than if a later base year is used. This problem is dis

cussed later in this chapter. Also the factors of natural 

resources, climate, and total land area in relation to 

population are important when development programs are 

considered. 

Thus the factors of measuring a country's economic 

progress are numerous, and the total relationships of one 

nation to another are complex. The number of variables 

which significantly affect growth are so numerous that 

making concrete evaluations on relative performances 

becomes a difficult and dangerous task. This thesis at

tempts to study as many of these variables as possible and 

on the basis of comparisons of variables help the reader 

to Judge the relative performances of Communist China 

and the U.S.S.R. in the economic sphere under their first 

two five-year plans. 

A Problem of Statistics 

As was mentioned in section one, statistics pose 

numerous problems in comparing the two nations. First, 
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this section deals with the problem of Soviet statistics 

along with some general statistical problems which are 

present in the Chinese economy also. Secondly, this 

section is concerned specifically with the measurement 

of economic variables in China. 

The Soviet Statistics 

"The view that all Soviet figures are naturally 

suspect, designed as propaganda instruments to deceive 

the unwary is no longer seriously held, and scarcely 

merits attention..."5 This view Is generally held by 

experts on the Soviet economy today. However, some 

Soviet statisticians have said that statistics are a 

weapon of class war so that doubt is cast on the complete 

veracity of Soviet statistics. The consensus is that 

neither the Soviets nor the Chinese keep two sets of books, 

one for their own planning and one for publication for 

propaganda. The costs of such a system would be large, 

and also cross checks have indicated that the double set 

of books theory is almost certainly not valid. 

There are methods which tend to give an upward 

bias to production figures and growth rates which are 

not outright falsifIcatlons but are statistical methods 

3Maurioe H. Dobb, "Comment on Soviet Economic 
Statistics," Soviet Studies. I (19^9-1950), p. 18. 

^Campbell, ££. cit., p. 35. 
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of definition, aggregation, and making rules which intro

duce this upward bias. 

After careful examination of Soviet practices in 
computing the GNP and its various components, and 
for measuring its rate of growth Western economists 
have concluded that the Russians have followed a 
set of rules and definitions which gave an upward 
bias to the result,5 

An example of this tendency of using procedures 

which tend to give an upward bias to the results is the 

choice of 1926-1927 as a base year in the Soviet Union, 

then using this base year for many years (the same crit-

icism can be extended to the Chinese on their choice of 

1952 as a base year). During 1926-1927 Russia was not 

highly developed. Thus the choice of this early period 

for a base year results in a ratio of goods requiring a 

large amount of fabrication to the goods requiring a small 

amount of fabrication that is small. As industrializa

tion takes place and the ratio increases, the use of the 

early base will tend to give larger growth rates than if 

a later base is used. 

In a country In the first stages of industrialization 
the spread between prices of industrial goods of a 
low degree of fabrication and prices of highly fab
ricated goods is relatively larger than in a well-
developed industrial country...As the country pro
gresses on the road of industrialization, the spread 
tends to become more narrow. At the sane tlr.e the 
.share of relatively highly fabricated goods in total 
output Increases. If prices of the first year of the 
period are used as weights, the increase in output 
over the whole period appears greater than it would 

5lbld. 



if prices of the last year of the period were em
ployed.^ 

Also by using an early base year the attempt to estimate 

the prices of goods not produced in the early period is 

difficult and often leads to the setting of prices that 

overestimate the value of the new goods. 

The Soviets and Chinese have made extensive use 

of the concept of gross industrial output, which is the 

value of all industrial output. No distinction is made 

as to whether the product is an intermediate product as 

long as the production takes place in a separate plant. 

The splitting of complexes into separate units would intro

duce an upward bias. With industrialization usually 

comes specialization, thus in such a measurement as gross 

industrial output, the increase may come from mere re

organization not from real gains in production.7 with 

the communist obsession on growth the temptation is always 

great to use these methods if it will raise the perform

ance figures. Of course the combining of small units 

into large units would produce opposite results, but this 

tendency did not seem so large as the tendency to split 

units during the Soviet period of the first two plans. 

The net effect in the Chinese economy is not known with 

any degree of certainty. 

^Dobb, £2. cit., p. 20. 

''̂ Campbell, o^. cit. , p. 37. 
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The data of the Soviet system vary in reliability 

from sector to sector. 

(a)Industrial output data are fairly reliable if they 
are in physical terms, and they should be accepted 
with "care" rather than "incredulity"; (b)agrlcultural 
statistics are somewhat less reliable for a number 
of reasons Including the hesitanc,^ of the current 
regime to expose weaknesses in raising agricultural 
output; and (c)indexes purporting to measure industrial 
output and national income, since they are coniponents 
of rouble-valued components, are the least reliable, 
but currently are not sheer invention.8 

These comments though made in a recent time period are 

true for the period of the first two plans. The comments 

are also applicable to the Chinese economy. 

The aspects of Soviet statistics presented above 

are extremely general and sketchy. My only aim is to 

acquaint the reader with the problem. Soviet statistics 

and even those of Western experts on the Soviet economy 

must be viewed cautiously. An important reason that the 

Communists can not afford blatantly to falsify their 

statistics is that in a planned economy statistics are 

vital for economic administration by the state. 

The Chinese Statistics 

"Students of the Chinese economy must face the 

problem of Inadequate and confusing official statistics 

for many years to come."^ As was mentioned in the previous 

8 Loucks, £2. cit., p. 453. 

^Cheng Chu-yuan, Coirmunist C h i n a ' ? £cor.o::^y, 1 ;̂'> ô-
1962 (U.S .A. : Seton Hall Univers i ty Pres s , 19^3j, p . ' 1 6 9 . 
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section double sets of books are extremely doubtful. 

The use of 1952 as a base year Is also a criticism of 

the Chinese system of statistics. However, some base 

year has to be chosen, and the only way to present a better 

picture is to change the base year frequently, especially 

in the case of a rapidly industrializing country. 

The Chinese system of statistics can best be 

viewed by breaking them down into time periods. Their 

reliability varies greatly during the entire time of 1949-

1962 so that some of the periods represent significant 

gains in statistical reliability while for other periods 

the statistics are less reliable. In general one can 

state that errors.and ommlssions are undoubtedly present. 

"The statistics are 'reliable' in that they reflect gen

eral conditions and trends without deliberate falsifi

cation." This general comment is true except for the 

figures of 1958 and 1959. 

From 1949-1952 the statistical work was extremely 

poor. Later revisions of a large amount by the Chinese 

indicate the poor quality of statistics for this period. 

The only section of China having a fairly good system 

was Manchurl^ where vestiges of the Japanese statistical 

system along with heavier industrialization combined to 

^%uo-chun Chao, "Agricultural Production in 
Mainland China," Contemporary China, ed. E. Stuart Kirby, 
II (1956-1957), p. 12. 
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produce better data from that area. 

The period of 1952-1954 was one of improvement 

though the figures were still weak. A State Statistical 

Bureau was formally established under the Jurisdiction 

of the State Administrative Council on October 1, 1952. 

Fifteen statistical departments were set up, and a network 

of organizations was instituted in the provinces.^^ 

The statistics of the State industries Improved greatly 

as efforts were concentrated in that sector. The agri

cultural figures showed little Improvement and were still 

inferior. 

From 1955-1957 the statistics Improved greatly, 

and the amount of data rose appreciably. Agricultural 

data were the worst while trade figures were better and 

industrial statistics best. Thus by the end of 1957 

the framework of statistical work in China was progress

ing rapidly. 

In 1958 the situation unfortunately deteriorated 

badly. A decentralization policy in 1958 led to report

ing by local party cadres who did not follow the rules 

set by the State Statistical Bureau. The deliberate 

falsification in communist figures for the first time 

became clearly apparent as "The Great Leap Forward" got 

underway. 

The falsification of 1958 and 1959 statistics not 

^^Cheng Chu-yuan, oj^, cit, , p. 183. 
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only swept away all the good effects of the work 
done during the 1955-1957 period, but it also has 
erected a major obstacle for the normalization of 
statistical work in the subsequent years.^^ 

The evidence of falsifications of statistics in the 

1958 and 1959 period is demonstrated by a later revision 

downward of the initially published figures for 1958 

and 1959. The period of 196O-1962 resulted in a stopping 

of all data, and thus statistics for 196O-1962 are largely 

guesses by Western economists. 

With the above facts in mind the reader can form 

his own opinions as to the validity of the data. With 

the problem of statistics as it is, the task of this 

paper becomes much harder and the conclusions less accur

ate than desirable. Other comments on statistics are 

made in other chapters. 

A Preview of The Thesis 

The second chapter is a quick look at the basic 

communist theory especially in relation to growth. 

Marx's ideas on growth are presented, and the strategies 

of the U.S.S.R. and China are discussed. Chapter Three 

deals with the population and natural resources of each 

nation. Since growth potential is closely tied to the 

resources and population of a nation this chapter is 

important in Judging the results of policies. 

12ibld., p. 187. 



14 

Chapter Four is an attempt to view the relative 

strengths of each country before communist take-overs 

occurred in 1917 In Russia and in 1949 in China. The 

next chapter is a look at the pre-plan eras. In this 

chapter institutional changes and changes in national 

incomes from 1917-1927 in the U.S.S.R. and from 1949-

1952 in China are noted. 

Chapter Six is a comparison of the periods of 

the First Flve-Year Plans. Chapter Seven is a compar

ison of the periods of the Second Flve-Year Plans. 

Growth statistics are compared in Chapter Six but not 

in Chapter Seven because of the Inadequate data available. 

for the period of the Second Plan in China. Each chapter 

ends with a summary of the contrasts and similarities 

of the two nations. 

The final chapter is a summary of the previous 

chapters. Also included are conclusions based on the 

findings presented in the thesis. 



CHAPTER II 

COMMUNIST GROWTH STRATEGIES 

The communist acceptance of similar strategies 

of development makes comparison of the Communist nations 

easier. China has until recently followed closely the 

Soviet method for development. Thus the results can be 

checked against each other, and the achievements compared 

with the knowledge that both have followed very similar 

plans in achieving the gains that have occurred under 

communist rule. Thus the strategy can be tested as to 

results. If differing levels of accomplishment are evi

dent then the application of the strategy might be poor 

or the conditions to which the strategies are applied 

different or both. 

The attempt to ally all communist policy to 

Marxism-Leninism has resulted in strategies which have 

been developed as offshoots of Marxist-Leninist writings. 

As was mentioned in Chapter One the contradiction of an 

underdeveloped nation becoming socialist or communist 

before passing through the intermediate stage of capi

talism has resulted in an obsession to become developed 

so that the contradiction can be removed. 

The Soviet Union has been the example for the 

15 
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Chinese attempt to industrialize. The Soviet way in 

the eyes of most Chinese is seen as the only way to become 

economically advanced. This fact being true makes the 

task of this chapter easier. The last section of the 

chapter deals with the Chinese strategy. The strategy 

of the Soviets is to a large degree the Chinese strategy 

except that after 1956 some new concepts of development 

strategy were introduced which deviated from the Soviet 

course. The discussion on Chinese strategies will center 

on these deviations. 

A Note on the I^arxist-Leninist Tradition 

The general works of Marx and later Lenin have 

had tremendous effects on the growth strategies of the 

U.S.S.R. and Communist China. Marx laid a framework of 

communism and Lenin adjusted the framework to fit the 

realities of the world in which he lived. These adjust

ments of Lenin were practical adjustments, and the result 

of the changes by Lenin has been the development of a 

more general theory applicable to developed or under

developed nations. As a practical matter. 

Viewed broadly, Marxism-Leninism provides a body of 
theory, a strategy, and a manual of tactics for 
breaking up traditional economic and political struc
tures, pulverizing them, so to speak...! 

!Robert C. North, "Two Revolutionary Nodels: 
Russian and Chinese," Communist Strategies in Ar-ia (New 
York: Praeger, 1963), p. 35. 
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In the Marxian system^ economic growth is explained 

by dividing the economy into two sectors; Sector I for 

capital goods and raw materials, and Sector II for consumer 
p 

goods.*̂  The gross value of output of each sector is 

equal to the sum of all its economic units, thus gross 

value of each sector is equal to materials used, labor 

costs, and profits or in Marxist terminology to each 

unit's expenditures on means of production, workers' 

wages, and surplus value. Then net material product can 

be derived from the process of eliminating depreciation 

and interflrm transactions.^ Services are excluded 

because they are viewed as merely a set of transfers from 

the primary producers engaged in production of physical 

goods to secondary receivers. The net "material product" 

thus obtained is divided into accumulation and consump

tion. If accumulation is a positive sum then positive 

net investment has occurred and growth is present.^ The 

set of strategies discussed in the next section Is at

tempts to use this basic growth model of Marx as a start

ing point for concrete development plans. 

However, given this model of Marx, his theory 

^Nicolas Spulber, Soviet Strategy for Econoir.ic 
Growth (Bloomlngton: Indiana University Press, 1964}, 
P. 38. 

^Ibid.. p. 39. 

^Ibid. 
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as to stages of development running from feudalism to 

communism was of little use to an underdeveloped Soviet 

Union in 1917. Lenin filled the void with a set of 

propositions having applicability to his native under

developed land and to other underdeveloped lands groping 

for a way to become economically advanced. Lenin's 

ideas are, however, much more general than the concrete 

strategies discussed in the next section. 

Before 1917 Lenin believed that material aid 

from an industrialized nation would be vital to the 

quick establishment of a communist Russia. He thought 

that an international movement would be necessary if 

Russia were to become a communist country in a short 

period of time.^ Lenin stated that if the international 

movement would not be forthcoming a temporary capital

istic or bourgeoise period of rule would be the method 

of entering into socialism after Tsarlsm was overthrown. 

The failure of the bourgeoise effectively to take control 

between March 1917 and November 1917 changed Lenin's 

thinking, and he came to believe that socialism could 

be achieved with the"dictatorship of the proletariat" 

serving as the tool for accumulation capital Instead of 

^U.S., Congress, House, Committee on Un-American 
Activities, Facts on Communism, II (Washington D.C.: 
U.S. Government Printing Office, I961), p. 84. 

^Ibld., p. 36. 
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the capitalists. Lenin's theories did not invalidate 

Marxism, they only altered the communist chronology. 

Lenin wrote that "small-scale production gives 

birth to capitalism and bourgeoise constantly, daily, 

hourly with elemental force, and in vast proportion,"'^ 

Thus Lenin saw the peasants and handicraftsmen as the 

chief source of difficulty in the transition to social

ism. Beyond these and other likewise general tenets 

Lenin did little in developing concrete strategies for 

Inducing the economy to reach a development plane on 

which socialism was possible. This chore was accomplished 

by economic theoreticians who during the 1920's engaged 

in a torrid debate that eventually ended when Stalin 

chose his development strategy from the two main theoret

ical lines that emerged. These two separate lines of 

theory and Stalin's acceptance of one of them as the 

Soviet method of industrialization are topics of the 

next section. 

The Soviet Strategy 

"Since the mid-1920's the Soviet leaders have 

set for their backward economy the bold objective of 

catching up with and surpassing in the shortest historical 

'/'Cheng Chu-yuan, ££. cit., p. 12. 
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period the Indices of capitalism."^ As side goals they 

aimed at liquidation of the rich peasant, the collectiv

ization of agriculture and the elimination of market 

relations in most sectors. The strategy aimed at achiev

ing these goals, especially industrialization, emerged 

at the end of the 1920's with the adoption of the First 

Flve-Year Plan. Before a course was chosen, however, 

the debate on the proper method of industrialization was 

long and bitter. 

The concept of the Soviet and Chinese economies 

is that of a "...single multi-branch, multi-plant corp

oration with a fixed, overriding goal, that of catching 

up with the United States," (Britain in the case of 

China).9 in the 1920's in the U.S.S.R. two lines of 

argument developed, the Rightist position and the Left

ist position. A center led by Stalin was the final vic

tor, but the theory of the center was an adoption of the 

Leftist position. Stalin saw industrialization as a 

lever for consolidation of his own political pov/er inside 

the U.S.S.R. 

Before looking at the strategy of the Right and 

Lsft some general comments are worth making. The debate 

^Nicolas Spulber, "Contrasting Economic Patterns: 
Chinese and Soviet Development Strategies," Soviet Sti:-
dies. XV (July 1963), p. 1 . 

^Spulber, Soviet Stratep̂ y for Ecor.oric C-rovth, 
p. 53. 



began in earnest in 1923 and closed temporarily in 1924, 

The debate was triggered by the so-called "scissors" 

crisis in 1923. A second debate on the pace and pattern 

of capital formation began in 1925 and ran until 1928. 

The substance of the Rightist and Leftist arguments 

remained the same during both periods of debate. 

The "scissors" crisis in 1923 was the reversal 

in the terms of trade between town and country.^^ In 

that year industrial prices rose sharply, and at the same 

time agricultural prices fell sharply. The two price 

movements resembled an opened scissors. The crisis stir

red up the peasantry and threatened to imperil supplies 

of raw material to factories and grain to cities. One 

group under Trotsky's banner of "dictatorship of Industry" 

advocated the maintenance of high industrial prices and 

of large state subsidies to accelerate the retooling of 

industry. This group, known as the Leftists, advocated 

centralized planning in order to achieve a better inter-

sector co-ordination.^^ 

The majority of the party in 1923 and public 

opinion blamed the crisis on state Industry and their 

abuse of monopoly power. They recommended a cutback of 

prices by industry, a curbing of managerial power, and 

^Qlbid.. p. 60. 

^hbid. 
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an orientation of production to goods needed by the 

peasants,^^ The Thirteenth Party Conference in 1924 

accepted this view and condemned the policy of industrial 

managers and their abuse of monopoly power. The Con

ference affirmed the belief that industrial growth depen

ded on agricultural growth and prosperity by deciding 

to close the scissors by lowering industrial prices and 

by letting agricultural prices rise.13 

The debate re-opened in 1925 when three major 

factors combined to lend pertinence to the debate once 

more. In 1925 there was first a shortage of manufactured 

goods or a "goods famine"; secondly capital equipment 

was wearing out faster than it was being replaced; and 

last the need was present for a specific strategy of 

"reconstructing" the economy.^^ 

The strategy of the Right emerged again to stress 

the importance of peasant output and peasant demand for 

consumer goods. The position of the Right was argued 

mainly by Lev Shanln and N. Bukharln. The Rightist po

sition was an advocacy of priority of development to the 

agricultural sector and special branches of industry 

catering to peasant demand. ""5 Shanln's argument was 

^^Ibid,, p. 61 , 

13lbid, 

^^Ibld,, p, 63. 

''5campbell, o^. cit., p. 15, 
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that agricultural expansion would soon result in a sur

plus that could be used as a connection with the world 

market and as a means of Importing capital from other 

nations. He advocated the postponing of investment in 

heavy industry until large inventories of manufactured 

consumer's goods could be built up either through the 

activity of domestic industry or through importation,^^ 

Shanln argued that the bulk of investment should be in 

agriculture because it could absorb more labor per unit 

invested in that it had lower capital/output ratios. 

Combined with this higher labor absorption was the idea 

that more savings could be built up out of agriculture's 

low consumption rates.^' 

Shanln wrote. 

While the average rate of accumulation in industry 
can be estimated at 6 per cent, the rate of accur.u-
latlon in agriculture should be estimated at 15 per 
cent... If 100 units of resources were shifted this 
year from agriculture into industry, they would yield 
in the second year 106, in the third year 112.3, in 
the fourth year 119.9 additional units. But if these 
original 100 unltp. had been permitted to regain in 
agriculture they would have yielded 115.0 additional 
units in the second year, 132.2 in the third year 
and 152.0 in the fourth year... If the shift to 
resources [from agriculture to industry!! had taken 
place not in the first year, but at the begirming 
of the fifth, the resources of industry given the 
input of the same additional units, would increase 

Spulber, loc. cit. 

17ibid, 
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by 152,0 instead of 119.2.18 

Shanln's argument can be expressed in the fol

lowing sequence: (1) develop agriculture, (2) develop 

agricultural industries working for export, (3) then with 

the growth of light industry, (4) end up at the right 

time with the expansion of heavy industry only when the 

increased consumer demand created by the development of 

the producer goods market could be fully satisfied.''^ 

This worry about aggregate demand has proved to be of 

little consequence in an industrializing underdeveloped 

area. 

Bukharln generally followed and accepted the 

tenets of Shanln. He differed in that he believed that 

industry should be developed alongside agriculture so 

that agriculture could be supplied with the needed ma

chinery for higher production. Thus Bukharln advocated 

a proposal of balanced growth.^^ 

In sharp contrast with the Right was the Left 

headed by E, A. Preobranzkenskii who refined the ideas 

of Trotsky. Preobranzkenskli*s theories came to be 

18Alexander Erlick, The Soviet Industrialization 
Debate. 1Q24-1928 (Cambridge: Harvard University Press, 
19b0), p. 27. 

^9spulber, Soviet Strategy for Econo-nic :'-rovth, 
P. 64. 

20 Ibid., p. 65. 
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accepted by the Soviets. Under Preobranzkenskli's plan 

agriculture was to remain labor intensive. Moderniza

tion was to be extracted from agriculture then given to 

industry which he contended was in need of a massive 

retooling because old capital was being used up rapidly. 

The Left stated that peasant demand is not the stimulus 

to large-scale industrialization, while the availability 

of capital is.21 The Leftists also stressed the idea 

of systematic thrusts forward by heavy Industry. 

The ultimate choice of Stalin was the plan of the 

Left. His decision to put farmers into collectives so 

that extraction of a surplus would be easy and the adoption 

of the First Flve-Year Plan, a superlndustriallzation 

plan, were formal steps in the acceptance of the strategy 

of the Left. 

The final Soviet strategy was (1) to tap large 

agricultural surpluses by forcibly changing the struc

tural set-up in agriculture, (2) to shift heavy industry 

to a high technological plane, (3) to a large measure 

ignore the dem.and for consumer goods, and (4) to allow 

reconstruction eventually to spread its effects to agri

culture and until it did agriculture would have a low 

priority.^^ Along with this general strategy a specific 

21lbi_d., p, 63. 

22ibid. 
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policy of giving first priority to production of elec

tricity emerged. Other top priorities were steel and 

machine tools. Other communist nations such as China 

are now devoting their attention on the development of 

these industries. Such a hierarchy of priorities were 

"...no longer a technological choice; it is a basic 

communist belief."^^ 

So the above set of decisions on pace, pattern, 

and methods of development has come to be the Soviet 

strategy of economic development. The strategy has had 

a profound influence on the strategies of other communist 

nations. 

The Chinese Strategy 

Mao Tse-tung gave an indication of part of the 

strategy that he planned to follow when Just prior to 

the Communist takeover he broadcast an eight-point ul

timatum to the Nationalist Government. Three of the 

points were directed towards economic policy. These 

three were the following: (1) confiscation of bureau

cratic capital, (2) reform of the agrarian system, and 

(3) abrogation of the bogus legitimacy of the traditional 

institutions.^^ From 1949 through 1956 the Chinese with 

few exceptions followed the Soviet model. The attitude 

of the Chinese during the 1949-1956 period is typified 

^^Ibid., p. 75. 

24Mao Tse-tung, "Chinese Communist Party Peace 
Terms," Vital Speeches, XV (May 1, 1949), pp. 423-4;:. 
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by the statement of Lui Shao-ch'i, second to Mao In 

1955, when he observed. 

The Soviet road is the road all humanity will even
tually take, in accordance with the laws of develop
ment of history. To by-pass this road is impossible.25 

Thus the period of the First Flve-Year Plan had strategy 

that was closely aligned to the earlier Soviet Model. 

The Chinese ignored some critical differences in the two 

economies. 

By 1956 the Chinese began to take the view that 

the problems 

...of building socialism in an underdeveloped Asian 
country, with little machinery, modern technology, 
or trained manpower, a rapidly growing population, a 
relatively stable amount of arable land, and its 
impoverished agricultural sector, were quite differ
ent from the problems faced by the Soviet Union at 
any time in its history.26 

So in 1956 Mao Tse-tung made the proposal to "Let hun

dred schools of thought contend and let flowers bloom. "̂ '̂  

He meant that criticisms were welcome. In 1957 several 

prominent Chinese economists criticized the strategy 

then being used and suggested that a more balanced growth 

^^Cheng Chu-yuan, ££. cit., p. 10. 

^^Donald Zagoria, "The 'Models', Some Cor.par-
isons Between The Russian and Chinese," Co-.T.unist Stra
tegies in Asia (New York; Frederick R. Praeger, 19o3;, 
p. 2. 

'̂ Ta-chung Liu and Kung-chia Yeh, The Ecor.on-.y of 
The Chinese ?:ainland: National Income and Ecor.c~ic 
Development, Uj-to-u^b^ ^rrinceton; î rlnceton university 
Press, 19t)5), P. 15. 
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policy be adopted. 

For the time being the Communist leaders ignored 

the idea of a balanced growth as they vigorously insti

tuted "The Great Leap Forward" in 1958 and 1959. As early 

as the latter part of 1957 the policy of the "liundred 

Flowers Blooming" was ended, and those who had criticized 

the regime were removed from positions of influence. 

Starting in 1959 and extending through 1961 came three 

disastrous years for the Chinese. Severe crop shortages 

and an acute general economic breakdown forced them to 

take a new look at their strategy. A policy of "walking 

with two legs" or the policy of encouraging indigenous 

methods of production and labor-intensive investment 

projects was started,2° 

Thus the plan was to develop two simultaneous 

industrial sectors, a modern large-scale capital inten

sive sector and a small-scale labor intensive sector. 

This policy was a specific recognition of the fund of 

labor available for use in development. Also the agri

cultural sector began receiving a heavier emphasis In 

1960-1962, and in 1963 a de-emphasis of heavy industry 

was hinted by the leadership. The pattern taken after 

1959 in China has been likened to the policy of Bukharln. 

Thus the Chinese strategy can be summed up by 

28Alexander Eckstein, "On the Economic Crisis In 
Communist China," Foreign Affairs, ILII (July, 1961), 
P. 658. 
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saying that the Chinese followed the Soviet Model closely 

from 1949-1956. Starting in 1957 a slight shift in stra

tegy with heavier emphasis on using the abundant labor 

supply was noticeable. From 196O-1963 the Chinese have 

tended towards a strategy of balanced growth similar to 

one faction of the Rightist movement In the Soviet Union 

during the 1920's. 



CHAPTER III 

A NOTE ON SOME DEMOGRAPHIC AND GEOGRAPHIC 

ASPECTS OF THE TWO NATIONS 

A comparison of the relative economic perfor

mances of two nations must consider the resources and 

populations of the countries being studied. If one 

nation is richly endowed with land and resources, and 

its population is not so large as to be a burden, and 

another is poorly endowed or has an expanding population 

which continually wipes out gains in economic progress, 

then the second nation has a greater task in initiating 

and maintaining economic growth. The facets of such a 

comaprison are certainly numerous, and the results of 

the comparison subject to various interpretations. For 

example, is a large population a burden? The answer is 

"yes" and "no" according to the qualities of the popu

lation and of the stage of development of the economic 

process. 

In this chapter all that is attempted is to make 

some brief population comparisons and to look at the 

major resources of each nation. The results of this 

scant survey will serve only as an indicator of which 

nation has the advantage from which to ma.ve economic 

30 
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gains with the fewer problems. 

A Demographic Comparison 

Population data for both the Soviet Union and 

China are at once both scanty and subject to debate. 

The methods of making population counts and the Infre-

quency with which they are made serve as handicaps. 

Table 1 is a comparison of the sizes of the populations 

of the U.S.S.R. and China and also a break̂ iown of the 

population into rural and urban sectors for selected 

years.^ 

TABLE 1 

TOTAL, RURAL, AND URBAN POPULATIONS OF COM̂ -̂ UNIST CHINA 
AND THE SOVIET UNION FOR SELECTED YEARS 

(IN MILLIONS) 

CHINA^ 

Urban Rural 

Year Total Number Percentage Number Percentage 

1949 536.4 55.6 10.35 460.7 89.65 
1952 568.9 69.0 12.12 499.9 S7.88 
1956 621.2 86.0 13.84 535.2 86.16 
1962 701.1 

^The dates of 1949, 1952, 1956, and 1962 have been 
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U.S.S.R.^ 

Urban Rural 

Year Total Number Percentage Number Percentage 

1917 143.5 25.8 18 117.6 82 
1929 153.4 28.7 19 124.7 8l 
1937 163.8 46.6 28 117.2 72 

^Cheng Chu-yuan, Communist China's Economy, 1949-
1962. p. 129. 

^U.S., Congress, Joint Economic Committee, Annual 
Econom.lc Indicators for the U.S.S.R. (Washington D.C.: 
U.S. Government Printing Office, 1964), p. 3. 

Table 1 indicates that the development drives 

started with greatly differing populations. The problem 

of increasing production has plagued China since 1949. 

With a rate of two per cent population growth as China 

has been experiencing since 1949, the population grows 

more in three or four years than the Soviet Union's has 

grown from 1913-1960.^ Also the percentage of the 

selected as key dates in China because they mark similar 
periods for China in a comparison with the Soviet Union. 
The Communist take-over was in 1949 In China; 1952 was the 
first year prior to the First Flve-Year Plan: 1956 was the 
last year of the First Flve-Year Plan; and 1962 was the 
last year of the Second Flve-Year Plan. For the Soviet 
Union 1917, 1929, 1932, and 1937 are corresponding dates. 
Data for some of the selected dates on Russia were not 
available. 

^Zagoria, ££. cit., p. 12. 
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population living in the urban areas is greater in the 

Soviet Union, The percentage was larger in 1917 In Russia 

than in 1956 in China. The percentage size of the urban 

population is a rough indicator of the degree of indus

trialization in a nation. 

A Geographic Comparison 

This section on geography includes a short com

parison of natural resources. The area of the Soviet 

Union in the inter-war period was 21,636,000 square kilo

meters.^ In China there are 9,700,327 square kilometers 

of area.^ Total arable land in million hectares in the 

U.S.S.R. is estimated at 2,115.4.5 For China many esti

mates have been madê  and the official estimate is 153.5 

million hectares.° Thus the Soviet Union has approxi

mately two and one-half times the total land of China and 

roughly fourteen times the arable land of China. 

As for minerals the U.S.S.R. is probably the 

richest nation in the world. In 1937 estimates of coal 

reserves in the Soviet Union gave the total as being 

^P. Mulevsky Malevitch (ed.), Russia, U.S.S.R. 
(New York: William Payson,^1933), p. 72. 

^ U .'^....l^ii ^ b LI ^Yuan-11 Wu, An Economic Survey o 
China (New York: Record Press, 1956}, p. 21. 

^S. S. Balzak (ed.), Economic Georrarliy of The 
U.S.S.R. (New York: The MacMillian Company, 1949), p. 363 

^Yuan-li Wu, o^, £11., P. 23. 
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1,654 billion tons, and iron ore reserves of 10.9 billion 

tons.7 In China the coal reserves are estimated at about 

500 billion tons, petroleum reserves including oil shale 

at about .8 billion tons, and iron ore at from 5.9 to 

7.4 billion tons.° Recent discoveries of oil have in

creased the figure given for China somewhat. These three 

minerals and the large disparities of these minerals are 

by no means conclusive evidence that the Soviet Union 

has larger natural resources than China since there are 

obviously a great many other important minerals and 

resources to be considered plus the fact that there are 

uncharted mineral deposits of the three compared above. 

The three compared above are certainly among the most 

important. Experts agree that the total resources of the 

Soviet Union are certainly greater than the resources of 

China. When per capita resources are used the differ

ences become even larger. 

This brief chapter is meant only to give the 

reader an idea on the relative basis on which to help 

Judge the performances of each economy. On the basis 

of this chapter the Soviet Union could certainly be ex

pected to come out on top. 

''̂ Theodore Shabad, Geography of the U.S.S.R. (New 
York: Columbia University Press, 1951 ;, pp. :$>-;o. 

8 Yuan-li Wu, ££. cit., p. 24, 



CHAPTER IV 

THE SOVIET UNION IN 1917 
AND CHINA IN 1949 

General Background 

The purpose of this chapter is to give a bird's-

eye view of the institutional conditions in industry and 

agriculture in each nation at the times of the Communist 

take-overs along with an examination of industrial, ag

ricultural, and income statistics. The aim is to present 

the countries* production capacity in 1917 and 1949. 

This aim is somewhat difficult since the conditions of 

1917 and 1949 were not anywhere near normalcy in either 

country. In 1917 Russia was engaged in a World War, and 

the November Revolution that gave the Communists power 

was the second revolution to occur in 1917. So in the 

midst of war and revolution normalcy can not be expected 

to exist. 

In China 1949 was only three years after the close 

of World War II. A civil war more widespread than in 

the Soviet Union in 1917 was Just coming to an end in 

1949. Thus to take the production and Income figures of 

1949 and 1917 would be misleading as to the productive 

capacity and economic environment of each nation as it 

35 
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became communist. A better procedure is to look at 

pre-war figures in each nation and adjust those data 

for the destruction wrought by wars and civil strifes. 

Thus the relative starting capacities of the Communists 

in China and Russia can be better understood. 

Of course our old nemesis, statistics, plagues 

us again but to a greater extent for the pre-war periods 

than later under the pre-plan and plan eras. Extremely 

poor statistical work was present during the pre-war 

periods so that most figures are only "educated estimates". 

Industry 

Description and Statistics-Russia 

In certain regions of Russia industry had devel

oped fairly well. Certain regions close to the Donetz 

and Dnieper, near Moscow and Petersberg, and other iso

lated areas were regions of industrialization. These 

areas were, however, islands in a vast agricultural sea.^ 

Most of Russia at the turn of the century was basically 

agricultural and was at the stage of development sin:ilar 

to England in the eighteenth century. Much of the pro

duction of finished products was by handicraftsmen work

ing in small shops. Also many of the factories in pre

war Russia were foreign-owned, foreign-financed, and 

1 Maurice Dobb, Soviet Economic DeveloriT.er.t 51r.ce 
1917 (New York: International Publlsners, 19^^), ?. 36. 

http://51r.ce
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staffed by foreign managerial and technical personnel.^ 

Very few firms were combined as trusts, thus concentration 

was not prevalent. 

In 1900 there were 38,141 factories compared to 

16,659 In 1863; workers in the factories numbered 2,373,000 

compared to 419,600 In 1863; and the value of production 

was 3,438 million roubles in I90O versus 315 million in 

1863. From 1890 to 1912 the number of spindles increased 

from 3,475,000 to near 8,000,000; from 1885 to I913 coal 

production rose from 260 million poods (about 36.11 pounds) 

to 2,213 million poods; from I895-I913 iron ore produc

tion went up from 152.5 million poods to 532.4 million 

poods.^ These statistics indicate that Russia was begin

ning to develop industrially when World War I began. 

W. W. Rostow uses this time as Russia's take-off period. 

Still the Russians were far behind the industrial nations 

of the world. Mechanical horsepower per hundred popula

tion was 1.6 against 13 in Germany, 24 in England, and 

25 In the United States.^ 

The war destruction of industrial facilities 

was large in Russia. Estimates place the damage in Russia 

^Ibid. 

^Lancelot Lawton, An Economic History of Srviet 
Russia (London: MacMillian and C , n. d.}, p. 7. 

^Ibld., p. 55. 

^Dobb, Soviet Econom.ic Development, p. 36. 



38 

in 1916-1917 at a point where production was only 71 per 

cent of the pre-war level." Thus the industrial picture 

at the time of the communist take-over was a picture of 

isolated industrial areas, largely foreign owned and 

operated, and crippled by war devastation. 

Description and Statistics—China 

China was much less developed industrially than 

Russia at the time of the Communist take-over. The handi^ 

craft industry was very large in terms of workers, and 

many finished products came from these small shops with

out any mechanical power. In 1933 19.2 million people 

were engaged in all indust;ry, and 15.7 million of these 
7 

were handicraftsmen.' Handicraft production was 7.4 

per cent of domestic product in 1933 against 5.6 per cent 

for factories. 

Before 1949 most industry was concentrated in 

Manchuria which the Japanese controlled after 1931. 

After World War II a large amount of these industrial 

facilities in Manchuria were dismantled and carried off 

by the Soviets. One estimate places the loss of capital 

in Manchuria to the Russians at about 50 per cent of the 

total.9 Probably the least industrialized sector of 

'Liu and Yeh, ££. cit., p. 154. 

Qlbld. 

9Alexander Eckstein, The National Ircome o:"' Con-
muni st China (Glencoe: The Free Press, 19̂ 1 ), p. 2. 
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China was its transportation system. Nearly all power 

was human or animal power In the transporting of goods 

in China, As was the case in Russia, Industrial capac

ity was chiefly foreign owned,^^ Industry was only a 

fraction of agriculture in 1933. Table 2 shows the break

down of Net Domestic Product by Industrial Origin. 

TABLE 2 

DOMESTIC PRODUCT BY INDUSTRIAL ORIGIN, 1933 
(IN BILLIONS OF 1952 YUAN)^ 

Sector Yuan 

Agriculture 33.86 
Factories 3.33 
Handicrafts 4.41 
Mining 0.50 
Utilities 0.14 
Construction 1.03 
Modern Transportation and 

Communications 1.09 
Old-Fashioned Transportation 2.6l 
Trade 8.19 
Government Administration 1.43 
Finance 0.35 
Personal Services 0.55 
Residential Rents 2.00 
Work Brigades 

•u, 

Net Domestic Product 59.49 

^Liu and Yeh, The Economy of The Chinese Mainland, 
p. 66, 

Domestic product is obtained from national 
product by excluding factor income received from abroad 
and adding factor income remitted abroad. 

1Q 'Cheng Chu-yuan, ££, cit., p. 1. 
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Table 2 vividly points out the position of China in 1933. 

The picture had improved somewhat in 1949 due to a large 

degree to the remaining factories in Manchuria which 

were nationalized after the war. By 1952 factory pro

duction was up from the 3.33 billion yuan to 6.45 billion.^ ̂  

Production of some key industrial products is 

given in Table 3. Table 3 also includes Russian pro

duction for these products in 1913. Note that Russian 

TABLE 3 

COMPARISON OF INDUSTRIAL PRODUCTION BSTV.̂ EN 
CHINA IN 1943 AND RUSSIA IN 1913^ 

Item 

Steel 
Iron 
Coal 
Electricity 
Acid 
Textile Spindles 
Railways 
Petroleum 

Unit 

1,000 tons 
1,000 tons 
1,000 tons 
1,000 kwh 
1,000 tons 
1,000 spindles 
1,000 kms 
1,000 barrels 

China 
1943 

1 ,200 
1 ,195 

52,6^7 
2,500 
300 

5,000 
30 
330 

Russia 
1913 

4,200 
4,200 
29,050 
1 ,100 
338 

7,668 
73 

9,000 

^Cheng Chu-yuan, ££, cit., p. 14. 

production was greater in 1913 than China's in 1943 in 

all but two of the items, coal and electricity. These 

figures represent peak figures in each nation before 

war destruction caused production to fall below these 

11 Liu and Yeh, £2* 211.• * ?• ^^• 
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peaks. Note that in I913 Russia's population was close 

to 140 million while China's was in excess of 500 million 

in 1943. So on a per capita basis Russia was a great 

deal ahead in those products shown by the table. 

Thus China,like Russia but even more so, was 

largely an unindustrialized nation in 1949, with a large 

amount of capital foreign owned, and with most industrial 

production confined to isolated regions, in the case 

of China, Manchuria. 

Agriculture 

Description and Statistics—Russia 

The agricultural situation before 1917 was on 

one hand a small percentage of rich landowners and on 

the other hand,millions of peasants living in chronic

ally poor conditions. Before 1917, 98 per cent of the 

Russian population depended on the soil for a living, 

and inefficient land use and little capital hindered 

the average peasant from making more than a subsistence 

living.''^ The size of most land holdings was very snr.all. 

Table 4 shows the holdings of communal lana (discussed 

below) in I905. Table 5 gives the break-down of the re

mainder of the land thus excluding communal land. 

From 1861 to 1906 the existence of land holdin̂ -s 

was generally in two forms. On one side were the rich 

''2Lawton, £_£. cit. , p. 57. 
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TABLE 4 

THE DISTRIBUTION OF COMMUNAL LAND 
IN RUSSIA IN 1905^ 

Size of 
Holding 

Households 
% 

Land 
% 

2.6-10.4 acres 
10.4-28.8 acres 
28.8-52.0 acres 
over 52.0 acres 

15.8 
33.7 
40.0 
10.5 

3.0 
19.0 
41 .8 
35.6 

^Alexander Baykov, The Development of the Soviet 
Economic System (New York: The MacMillan Company, 1947), 
p. 11. 

TABLE 5 

THE DISTRIBUTION OF 
IN RUSSIA 

NONCON 
IN 1905^ 

'-̂'lUNAL LAND 

Classification 
of Owners 

of No. 
Owners 

(millions) 

Million 
Acres 
of Land 

Average 
Per Owner 

Poorest peasantry 
Middle peasantry 
Rich peasantry and 

medium estates 
Big landowner estates, 

appanage Crown land, 
industrial and mer
cantile capital 

Not divided into 
groups 

otals 

10.5 
1 .0 

1.5 

0.03 

195.0 
39.0 

182.0 

182.0 

18.6 
39.0 

121 .3 

6,O06 .7 

'Baykov, ££. cit., p. 13. 
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land holders and on the other were communes with the 

peasants as members. Under the communal system, land 

was supposed to be redistributed to the peasant families 

periodically as new families were formed. In practice, 

however, these redistributions seldom, if ever, took 

place so that the land was leased and exchanged as though 

it were privately owned.^^ In theory the land belonged 

to the community and not to any sii^le individual.. A 

bad feature of the communal system was that land was 

distributed in strips. Each member receiving land was 

given a small strip in several different fields. The 

result was that he could work on his strip only when 

others worked their adjacent strips, and he had to plant 

the same crop as the others. This strip system was one 

of the worst features of pre-communist agriculture in 

Russia. 

Between I86I and I917 the area occupied by the 

peasants went up by 50 per cent, but the population went 

up faster so that the net result was a decrease in the 

average holding by 10 per cent. The per head amount 

of cultivated land was 3 acres in pre-war Russia compared 

to 13 in the U.S., 8 in Denmark, and 4 in France and 

1 R Germany. -̂  

^^Ibld, p. 61 . 

^^Ibid., pp. 58-59. 

^Dobb, Soviet Economic Development Sir.ce 19'^, 
p. 39. 
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As was mentioned before, this small amount of 

land under cultivation was attributable to lack of peas

ant desire and the scarcity of capital needed to put the 

abundance of available arable land under cultivation. 

"The average peasant was too poor to acquire modern equip

ment; too downtrodden to have interest in new materials." 

Each peasant household on the average held less than one 

horse (29.2 per cent were without a horse in 1900); 

there was only one reaper per 25 peasant farms; there 

was one threshing machine to every 29 farms and one 

1 7 
mower to every 100. ' The result was a very low pro
ductivity on the average Russian farm. 

In 1906 a decree allowing individuals to apply 

for legal ownership of the land they cultivated on the 

communes was issued. Over 1,900,000 individuals received 

ownership of private plots,''^ This decree also allowed 

peasants to leave the communesxwhich helped accomplish 

the desired effect of a sizable migration to arable areas 

not then being cultivated. 

The picture of the framework of Russian agricul

ture was glum in pre-war Russia, Too many peasants 

on land being cultivated, lack of capital, and the use 

of the inefficient strip system all combined to keep 

^^Lawton, a£. cit., p. 8. 

''''̂ Dobb, ££. cit,, p. 42, 

1 A 
'Lawton, oĵ . cit., p, 63. 
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production low and life at a low level of achievement 

economically. It is hard to tell exactly what the level 

of production was because of the sketchy nature of agri

cultural statistics for pre-war Russia. 

The available statistics indicate that the value 

of agricultural production rose from one to twelve billion 

roubles between 1895 and 1913.''̂  During this same period 

the value of agricultural exports went up from 608 to 

1,500 billion roubles,^^ The exports were possible even 

though most peasants lived only at a subsistence level. 

Before the war a large part of production was on the 

large land owners' and kulak (rich peasant) farms, and 

these groups had a surplus over their consumption needs 

which they could export. During this period before the 

war land owners produced 12 per cent of total grain, 

kulaks 38 per cent, and poor and middle peasants 50 

per cent,^' 

Description and Statistics—China 

Pre-communist China presented in some ways a 

picture different from Russia. Landlordism was much more 

prevalent than in Russia where the large land redistri

butions from landlords to communes after l86l greatly 

19rbi_d., p. 65. 

^^Ibid, 

^^Dobb, ££, cit,, p. 217. 
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reduced the landlord-peasant relationship. In 1941 in 

China, owners occupied and cultivated 37 per cent of the 

land, tennants 37 per cent, and part tennants 27 per 
22 

cent. The landlords constituted only 3 per cent of 

the farming population and owned as much as 30 per cent 

of the cultivated land. Poor peasants comprising 67 

per cent of the farm population possessed only 20 per 

cent of the cultivated land. ^ The occurence of absentee 

landlordism v̂ as common, and the rents charged were high, 
pit 

often greater than 50 per cent. The situation is aptly 

described below. 

It can not be denied that in China the peasant has 
been impoverished on the one hand by the minute 
acrage of his farm, incapable of giving him a toler
able livelihood, and on the other hand by the ex
orbitant extraction of parasitic interests inherent 
in the system of land distribution,^5 

In the early 1930's the crop area in China per 

P6 person was only 0,43 acres. This small amount of land 

combined with the conditions described above resulted 

in a bare subsistence life for the peasantry Just as in 

22Franklin L. Ho, "The Land Problem of China," 
The American Academy of Political and Social Science, 
CCLXXVI, (July I95I), p. 21 

23 Ibid.. p, 9. 

24ibid., p, 10, 

25rbld. 

^ Liu and Yeh, 0£, cit,, p. 7. 



47 

Russia, Landlordism, little capital, and very small 

plots of land combined to give a familiar result—low 

production and a low standard of living for most rural 

Chinese. 

Table 6 gives some production figures for var

ious key selected crops. Table 7 shows the component 

values and the gross value for the agricultural produc

tion in 1933. 

TABLE 6 

AGRICULTURAL PRODUCTION FOR NAINLAND CHINA 
FOR SELECTED CROPS, 1933^ 

Item Production 
Million 

Metric Tons 

Wheat 26.67 
Corn 9.30 
Barley 7.53 
Lint Cotton .45 
Mi llet 12.7^ 
Oats .^7 
Sugar C ane .39 
Soybeans 11.32 
Irish Potatoes 4.12 
Rice 77.66 

p . 300, 
Liu and Yeh, The Economy of The Chinese Nai:..-- , 
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TABLE 7 

ESTIMATED GROSS VALUE OF TOTAL 
AGRICULTURAL PRODUCTION; 1933 

(BILLIONS OF 1952 YUAN)^ 

Item Amount 

Gross Value of Production 38.24 
a. Plant Products 29.81 
b. Animal Products 4.84 
c. Forestry Products 1.29 
d. Miscellaneous Products 2.66 

^Liu and Yeh, The Economy of The Chinese Mainland, 
p. 400, 

Gross value of production was 39.68 billion 

yuan for 1952 as against the 38.24 billion yuan in 1933 

(both dates in constant 1952 prices ).^'^ The total land 

under cultivation in 1933 is estimated at near 102 million 

hectares of which 35.5 per cent was devoted to rice and 

24,8 per cent to wheat,^^ 

National Income 

Russia 

"European Russia in the first decade and a half 

of the present century was intermediate between the ̂ under

developed lands of Asia and the industrially developed 

regions of Western and Central Europe."^9 Russia then 

'̂̂ Ibid.̂  p. 400. 

^^Ibid.. pp, 128 -h 130, 

29Dobb, ££. cit., p. 34. 
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was underdeveloped only in terms of the more developed 

nations of the world. As was noted before, Russia stood 

at about the same place as the developed nations had been 

one to two centuries before, 

Lenin described the pre-war economic system of 

Russia as, "the latest capitalist imperialism is entwined, 

so to speak, with a particularly dense network of pre

capitalist relations" and "a very backward agriculture 

and a very primitive village" co-existed with "a very 

advanced industrial and financial capitalism."^^ Out 

of such a system was produced a national income per head 

that was one-fourth that in Britian and one-seventh 

that in the U.S.^ Thus even though the gains of indus

trialization were present in places, these gains had not 

yet spread through the entire economy in 1917. In 1913 

total national income was 13.9 billion roubles of which 

7.29 was income produced by agriculture.^2 ::ational 

income per head was 101 roubles.-^^ 

China 

China before 1949 was an extremely economically 

30rbid., p. 37^ 

^^Ibld., p. 59. 

^2colln Clark, A Critique of Russian Statistic-
(London: MacMillian and Co., 1939), p. I6. 

^^Ibid, 
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underdeveloped land. Most of the population received 

only enough income to eke out a subsistence living. 

Table 8 shows the gross domestic expenditure of China 

in 1933. A per capita breakdovm for 1933 and 1955 is 

also included. Table 8 adequately explains the poor 

level of life of China in 1933. The per capita consump

tion figure would be about 32 1933 U.S. dollars.^^ 

TABLE 8 

GROSS DOMESTIC EXPENDITURE IN 1933 AND PER 
CAPITA EXPENDITURE IN 1933 and 1952 

(IN BILLIONS OF 1952 YUAN)^ 

Item Amount % Per Capita Per 
1933 CaT)ita 

1952 

Personal Consumption 
Communal Services 
Government Consumption 
Gross Domestic Invest

ment 4.74 7 9 25 

Gross.Domestic Expen-
diture 63.95 100 123 134 

56.53 
0.32 
2.36 

88 
1 
2 

113 
1 
5 

96 
3 
9 

^Liu and Yeh, The Econom.y of The Chinese Nainl *-̂  ̂ ^ 
pp. 68, 80, + 82. 

r 
— 1 

^^Liu and Yeh, £2» £H« > P* ^'^ • 
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The conclusions from the material presented in 

this chapter are mostly self-evident. If we measure the 

economic position of a nation on the basis of per capita 

agricultural production, per capita industrial output, 

and real per capita GNP, then the situation of Russia 

in 1917 was much more advanced than China in 1949 though 

it is difficult to ascertain the precise difference v;ith 

the data available. 

One can see that the Communists in Russia had 

a better base with which to start their policy of expand

ing economic growth. The periods of 1917-1927 in the 

U.S.S.R. and 1949-1952 are periods when the Communists 

consolidated their power and set the stage for their 

Flve-Year Plans. The next chapter is a look at these 

periods. 



CHAPTER V 

THE SOVIET UNION, 1917-1927 AND 
CHINA, 1949-1952 

General Background 

The Soviet Union 

The Communists took over control of Russia in 

November of 1917. Civil War broke out in the middle 

of 1918 and ended in March 1921. This period from mld-

1918 to March 1921 is known as the period of War Com.mun-

ism. Beginning in March 1921 and running through 1927 

the Communists initiated a New Economic Policy (NEP) 

to try to win back public support lost during War Commun

ism and to try to get production back to pre-war levels. 

The NEP was a great moderation of previous policy. 

China 

The period of 1949-1952 was the period of Commun

ist control prior to the First Flve-Year Plan Just as 

1917-1927 was the corresponding period in the Soviet 

Union. The regime attempted to get production in industry 

and agriculture back to pre-war levels and in some cases 

surpass the pre-war levels. As in the Soviet Union from 

1921-1927 China in 1949-1952 was attempting to win internal 

52 
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support. This period was a consolidation period, a pre

lude to the Intense industrialization drives that came 

in 1953 with the advent of the first planning period. 

Industry 

Industry in the U.S.S.R.—Description 
and Statlstica-r-, 191 7-1921 

After the Soviets had taken power in 1917, 

In some branches of Industry many o\mers of factories 
closed their works, widespread strikes occurred, and 
attempts were made to establish, by means of com
mittees of factory workers, the control by the workers.^ 

The control by the workers was the result of a decree 

made in 1917 on November fourteenth. The Decree gave 

workers* committees in each enterprise the "right to 

supervise the management" and "to determine a minimum 

of production; proprietors still retained their right 

to conduct the other affairs of the enterprise.^ Along 

with this decree came a law establishing a Supreme Counci 

of the National Economy which was to deal with tae "or

ganization of the National economy and State finance 

and prepare the general norms and plans for regulation 

of the economic life of the country. -̂  The Supreme Coun

cil (S.E.C.) along with the workers' committees began 

Baykov, £2* cit., pp. 3-4. 

Dobb, 0£. cit., p. 83. 

•t 1 

•^Baykov, 0£. cit., p. 4. 
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to operate several firms Immediately, and in May of 

1918 the sugar Industry was the first industry to be 

completely nationalized.^ 

The means to quicken the pace of Nationalization 

were soon forthcoming. On June 28, 1918 a "Decree of 

General Nationalization" was passed, and several indus

tries including the textile, glass, lumber, and cement 

industries were affected.5 The prerequisite was that 

a firm have over one million roubles of capital. By 

the end of I918 over 1,000 concerns had been national

ized, and by the autumn of I919 the number had increased 

to three or four thousand.^ The period of War Communism 

was a period where military necessity ruled above all 

else. The problems of industry became the problem of 

producing military goods. The Soviets attempted to bring 

industry under strict control in order to Insure needed 

supplies. 

The policy of strict control was further enforced 

with the Decree of 1920 which nationalized all enter

prises with over 5 workers where mechanical power was 

used and nationalized all enterprises with over 10 

Dobb, ££. cit. , p. 84, 

5rMd., p. 95. 

^Ibld., p. 96. 
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workers even If no mechanical power was used.''' The 

period of War Communism was a period in which control 

by central authorities was expanded and strengthened. 

So the Soviets during the period of 1917-1921 national

ized large concerns and a number of medium and small 

enterprises. The result of the harsh central control 

and the havoc of civil war was a severe reduction in 

industrial goods. 

In 1912 the production of manufactured consumer 

goods sold to the population was valued at 2,099 million 

roubles while in 1920 their value had fallen to only 

260 million,° Other industrial production had fallen 

sharply also. Table 9 gives indices of Industrial pro

duction, industrial production for large-scale indus

tries, and small-scale industries. The tremendous drop 

in industrial production during the period of V.'ar Com

munism is very clearly evident from the data given in 

Table 9, The breakdown in production was felt through

out the economy. Transportation was especially hard hit 

with 69 per cent of the locomotives disabled in 1920.9 

7lM^,, p, 106, 

Baykov, o^. cit., p. 8, 

9Dobb, 2£, cit,, p, 99. 
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TABLE 9 

INDICES FOR TOTAL, LARGE-SCALE, AND SMALL-SCALE 
INDUSTRIAL PRODUCTION IN THE SOVIET UNION 

1913 AND 1916-1920^ 

Year Large-Scale Small-Scale Total 
Industries Industries 

1913 100 .0 100 .0 1CG.0 
1916 116.1 88.2 109.4 
1917 74.8 78.4 75.7 
1918 33.8 73.5 43.4 
1919 14.9 49.0 23.1 
1920 12,8 44.1 20.4 

^Baykov, The Development of The Soviet Sconomic 
System, p, 8, 

Table 10 gives production figures of several 

key industries during this period and for 1921-1927/28 

also. The drop in physical production is phenomenal for 

1918-1920. 

Thus in summary one could say that the period of 

War Communism, with the civil strife and the resulting 

severe central control, greatly set back the progress 

of Russia, The NEP beginning in 1921 was a moderation 

of policy and an attempt to restore the economy to nor

malcy. The task took seven years. The problems encoun

tered and the policies used during this seven years 

are the subjects of the next section. 
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TABLE 10 

INDUSTRIAL PRODUCTION FOR KEY PRODUCTS IN THE 
SOVIET UNION 1913, and 1917-1927/28^ 

Year Pig Iron 
(Thousand) 
(Metric) 
(Tons)° 

Rolled 
Steel 

(th.m.t.) 

Electric Crude 
Power Oil 

(Billion) (Million) 
(kwh) (Metric Tons) 

1913 
1917 
1918 
1919 
1920 
1921/22 
1922/23 
1923/24 
1924/25 
1925/26 
1926/27 
1927/28 

4,216.0 
2,964.0 

596.9 
116.5 
115.8 
179.9 
313.8 
666.1 

1,309.0 
2,203.0 
2,961.0 
3,282.0 

3,660.0 
2,542.0 

359.0 
180.0 
148.0 
260.0 
476.0 
693.0 

1,397.0 
2,261.0 
2,757.0 
3,433.0 

1.94 

0.50 
0.78 
1.15 
1 .56 
2.93 
3.51 
4.20 
5.01 

9.23 
8.80 
4.15 
4.45 
3.85 
4.66 
5.28 
6.06 
7.06 
8.32 
10.29 
11 .63 

Year Coal 
(mil.m.t.) 

Sulfuric 
Acid 

(th.m.tj 

Cement Tractors 
(th.m.t.) (Excl. C-arden) 

1913 
1917 
1918 
1919 
1920 
1921/22 
1922/23 
1923/24 
1924/25 
1925/26 
1926/27 
1927/28 

27.99 
28.96 

6.73 

14.59 

29.46 
32.45 

105.0 

13.0 

42.0 
82.0 
87.0 
124.0 
151.0 
173.0 

1,520.0 
963.2 
1S3.5 

6.6 
36.0 
141 .6 
271.0 
392.0 
872.0 

1,403.0 
1,574.0 
1,850.0 

0.01 
0.50 
0.90 
C.91 
1 .27 

ao. Warren Nutter, Growth of Industrial Prccuction 
in The Soviet Union (Princeton: Princeton Nniversity 
Press, 1962J, pp.. 420-434. 

"t̂ One metric ton equals approximately 1.1 U.S. ton. 
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Industry in the U.S.S.R.—Description 
and Statistics, 1921-1927 

In 1921 the strategic retreat to a more moderate 

policy was started. The central theme of this modera

tion was a switch to more local control. In 1921 five 

central features of the policy were announced. (A) The 

S.E.C. was_to operate only in the very important indus

tries; (B) other industries were to be leased to co

operatives and private persons; (C) enterprises not 

leased or taken over by the State or others were to be 

closed; (D) the enterprises which had as yet not been 

nationalized by the Decree of General Nationalization 

were to be left alone and operated by the original 

owners; and (E) certain large-scale enterprises were to 

be formed as trusts. 

Along with these general policies enumerated 

above some specific results followed. Large and impor

tant industrial enterprises remained in the ô ATiership 

of the State; production of some was stopped and kept 

in a state of preservation; certain enterprises were 

leased to foreigners; and some were organized with State 

and private capital as mixed enterprises.^'' The cut-

come of the policy is also evident by the following 

statistics. A census covering 165,781 enterprises was 

lOj 

Ibid., p. 106. 

^Baykov, o^. cit,, pp, 106-107. 

1 1 
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made in which 147,471 or 88.5 per cent of all the enter

prises covered were in the hands of private persons, 

13,697 or 8.5 per cent of them were State enterprises, 

and 4,613 or 3.1 per cent were cooperatives. However 

the private concerns employed only 12.4 per cent of the 

workers while the State enterprises employed 84.1 per 

cent. ^^ 

The trusts mentioned above were trusts in form 

only, as they were only organized among the nationalized 

enterprises whose chief goal was efficiency and raisin? 

production, not for increasing market shares cr for 

greater profits. The amount of central control over these 

enterprises varied greatly according to the importance 

of the product being produced by the trusts. They were 

still under state control but as a rule had more local 

authority than before the NEP.̂ -̂  

Trusts of State enterprises could be forr.ed 

(a) if they produced similar goods in the san:e geographical 

territory, (b) if they produced dissimilar goods in the 

same territory and by forming trusts helped accomplish 

vertical integration, and (c) if the Industry were a 

key Industry such as coal and oil, regardless of ter

ritorial location.''^ 

^2Dobb, ££. cit., p. 107. 

^^Ibid., p. 132. 

^4Baykov, loc. cit. 
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The problem of rebuilding the war-torn economy 

was of course a large one. Table ir shows the rouble 

value of gross production of large-scale Industry for 

1913. The table also breaks down the output into capital 

goods production and consumer goods production for these 

large-scale firms. 

TABLE 11 

GROSS VALUE OF INDUSTRIAL PRODUCTION OF LARGE-SCALE 
INDUSTRY FOR 1913 AND 1921-1927 IN 1926-1927 PRICES 

(IN MILLIONS OF ROUBLES)a 

I t em 1913 1921 1922 1923 1924 1925 1926 1927 

A l l l a r g e -
s c a l e i n ^ 
d u s t r y 10 ,215 1,925 2 , 5 1 2 3 ,829 4 ,469 7,456 10 ,277 12,051 

Of w h i c h : 

Production 
of means 
of pro
duction 4,290 814 1,090 1,785 1,959 3,121 4,304 5,372 

Production 
of con
sumer 
goods 5,961 1,111 1,422 2,044 2,510 4,315 5,935 6,6'̂  

^Baykov, og.. cit., p. 121. 

The policy had moderated in the early years o: 

the NEP, but during the last years of the period the 
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percentage of industrial goods being produced by private 

industry was relatively small. At the end of the 1927-

1928 period only 12,7 per cent of total gross industrial 

production was by private industry, 11.2 per cent of gross 

production was by cooperative industries, and 76.1 per 

cent was by State industry.^5 Also at the end of 1927-

1928 the state accounted for 90.9 per cent of large-

scale gross industrial production.1^ 

The production of nearly all Industries had reach

ed their 1913 levels by 1927/28. After the severe de

clines mentioned above during the Civil War, production 

had been reestablished to former levels. A quick glance 

at Table 10 on page 57 will give the reader an idea of 

the extent of the recovery in 1927/28. 

Industry in China--Description 
and Statistics, 19^9-1952 

Businessmen were told by Mao Tse-tung in 1949 

that the Communists intended to protect private property 

and to develop capitalism.^ ' This statement was a re

versal from the statement broadcast to the Nationalist 

government in 1949. However, the Communists realized 

that they needed the support of the private sector in 

^^Ibid,, p, 124, 

^^Ibld, 

'Cheng Chu-yuan, o^. cit,, p, 65. 
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order to get China back to pre-war and pre-civil war 

norms as output in 1949 had been greatly curtailed. The 

curtailment was primarily a result of the Sino-Japanese 

War, Soviet occupation, and civil war,^^ 

Late in 1950 the regime began to reverse its lax-

ness in controlling the private sector. On December 31, 

1950 a set of "Provisional Regulations for Private Enter

prise" was enacted; the Regulations "...cited in detail 

the conditions under which the private sector was to be 

allowed to operate." ^ Plans on production and sales 

were required to be submitted to the State for approval. 

Earnings were forced to be distributed among the cate

gories of dividends, welfare funds, taxes, and reserve 

20 funds. At the same time, however, to stave off total 

economic collapse the Communists began placing orders 

with private firms, and as the Korean War intensified 

the economy got into full swing with the sales of private 

firms going up. The total value of private industrial 

products increased by about 70 per cent from October 19^9 

to September 1952, The general plan of industrializa

tion was apparent in 1950. The plan contained six basic 

^ ̂ Eckstein, The National Income of Cor.munist 
China, p. 2. 

^^Cheng Chu-yuan, ££. cit., p. 67. 

^Qlbid. 

21 Ibid,, p, 66. 
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objectives, the objectives were the following; (i) wealth 

accumulation in rural China would be channeled into in

dustrial and commercial investments, (2) more savings 

for capital formation as Increased production in agri

culture was expected, and thriftiness was to be encouraged, 

(3) an increase in the production of secondary products 

such as cotton, silk, and timber to aid the development 

of native industries and stimulate foreign trade, (4) 

to encourage rural and household industries, (5) to shift 

an agricultural surplus of labor to industry, and (6) 

to provide a larger market for industrial products.^^ 

This general set of objectives was the broad guideline 

for industry from 1950-1952. 

The Chinese Communists took over an economy in 

which a large amount of industry was already owned by 

the State, thereby lessening their problems of socializa

tion. The greatest part of this state capital was in

herited from the Japanese. In 1949 private enterprises 

accounted for 55.8 per cent of gross output value of 

industry against a sizeable 44.2 per cent by the State.2> 

The electric power Industry was 58 per cent controlled 

by the State, coal 68 per cent, pig iron 92 per cent, 

^%uo-chun Chao, "Current Agrarian Reform Policies 
in Communist China," The Annals of The Ar.erl cal Acacê .v 
of Political and Social Science, CCLXXVII (Seotemcer, 1951), 
rm 

23 
Cheng Chu-yuan, o^. cit., p. 65. 
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cement 68 per cent, steel 97 per cent and cotton yarn 

53 per cent.24 This state capital was taken over by the 

Communists as "bureaucratic capital". Confiscation of 

large amounts of foreign capital, mostly British and 

U.S. also contributed to the State sector. 

In January of 1952 a so called "five-anti" cam

paign was introduced with the purpose of reducing the 

capitalists' power. The "five-antls" were against (l) 

bribery of public officials, (2) tax evasion, (3) theft 

of public assets, (4) fraud in fulfilling government 

contracts, and (5) theft of government information.25 

Earlier In the year a "three-antl" campaign was aimed 

at government workers and workers of public enterprises. 

The campaign was designed to eliminate (1) dishonesty, 

(2) waste, and (3) inefflcency among the government 

workers.^° 

The "five-anti" campaign resulted in mass denun

ciations by employees; suicide rates among businessmen 

rose sharply during this period.̂ ''' Accused business

men were usually convicted and forced to pay large fines. 

The result of the large fines was a great decline in the 

24rbl_d., p. 61 . 

25 

Ibid. 

Liu and Yeh, ££. cit. , p. 13; 

26 

"̂̂ Cheng Chu-yuan, ££. cit. , p. 67. 
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working capital of private firms.^^ 

As a result of the new policies and actions of 

the Communists, the share of private industry contribu

tion to total industrial output fell sharply from 1949-

1952. The fall was due mainly to the fact that social

ist industry was growing at a much faster rate than 

private industry. Table 12 shows the statistics for 

1949-1952 of percentages of total industrial output pro

duced by socialist industry, state-capitalist industry, 

and private industry. The state-capitalist Industry 

TABLE 12 

SOCIALIST PORTION OF TOTAL GROSS VALUE 
OF INDUSTRY, 1949-1952 
(OFFICIAL SOUxRCES)̂  

Year Socialist State-Capitalist Private 
Industry Industry Industry 

1949 34.7 9.5 55.8 
1950 45.3 17.8 36.9 
1951 45.9 25.4 23.7 
1952 56.0 26.9 T̂ .l 

Ĉheng Chu-yuan, ££. cit., p. 73. 

^^Ibid., p. 68. 
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was simply firms in which the State had purchased or 

taken over part ownership of private firms thus becoming 

a partner in their ownership and operation. 

Table 13 gives the break-down of gross industrial 

value product for 1952. Modern factories in 1952 were 

predominant in industrial goods. 

TABLE 13 

GROSS INDUSTRIAL VALUE PRODUCT BY SECTORS, 1952 

(IN PER CENT OF TOTAL) 

Sector 

1. Factory product 
a. Modern factory 
b. Handicraft factory 

2. Individual handicrafts 
3. Handicraft cooperatives 
4. Total gross industrial product 100.0 

^Li Chciwaing, Economic Develop~ent of Ccr.r.unist 
China (Berkley: The University of Californial Press, 
T9597, P. 38, 

Table 14 contains the gross value of industry 

and agriculture along with the gross value of industry 

and the percentage of the total produced by Industry. 

Note that the share of the total produced by industry 

rose from 30,1 per cent in 1949 to 41.5 per cent in 

1952, 

Industrial production recovered rapidly in the 

years from 1949-1952, Indices with 1952=100 show that 

from I949-I952 electric power increased from an index 

Perce: 

64 .2 
14.5 

a t a : 

73. 

20 . 
0. 

re 

.7 

.6 
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TABLE 14 

GROSS VALUE OUTPUT OF INDUSTRY AND AGRICULTURE, 
GROSS VALUE OF INDUSTRY, AND PERCENTAGE 

OF TOTAL OF INDUSTRY, 1949-1952 
(FROM OFFICIAL SOURCES IN 
MILLIONS OF 1952 YUAN)a 

Year Combined Industry Industry 
Gross Value Gross Value Percentage 

1949 46,610 14,020 30.1 
1950 57,480 19,120 33.3 
1951 68,320 26,350 38.6 
1952 82,720 34,330 41.5 

•̂Cheng Chu-yuan, ££. cit. , p. 114. 

of 60 to 100, coal from 49 to 100, metal cutting machines 

from 11 to 100, and cement from 23 to 100. Also crude 

petroleum went up from 28 to 100 and steel ingots from 

12 to 100.29 Thus the production of industry had recov

ered rapidly from 1949 to 1952. Industry grew 'oj 26.4 

per cent in 1952.^^ Table I5 gives the industrial pro

duction of some selected items for 1952. 

Thus In China during the span of nearly four 

years the Chinese were able to get Industrial levels 

29Alexander Eckstein, "Sino-Soviet Economic 
Relations: A Re-Appraisal," The Scono-lc Oevelor̂ -ent 
Cf China and Japan (New York: Praeger, 190--/, ?. 131. 

*̂̂ Chenr, Chu-yuan, ££. cit., p. 161. 
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TABLE 15 

PRODUCTION OF SEIECTED MiAJOR 
INDUSTRIAL PRODJCTS, 1 9 5 ^ 

I t e m Amount 

Pig iron (thousand tons^) 1,900.0 
Rolled steel (thousand tons) 1,110.0 
Electric power (billion kwh) 7.3 
Crude oil (thousand tons) 435.0 
Coal (million tons) 63.5 
Sulfuric acid (thousand tons) 19O.O 
Cement (thousand tons) 2,361.0 

^Li Choh-ming, Economic Development of Cor.-unist 
China, p. 44. 

•u, 

The figures in Table 10 on page 57 can be made 
approximately equal to these in Table 15 by adding 10 
per cent to the totals in metric tons in Table 10. 

of production up to a point where they could begin a five. 

year plan. The process of transforming agriculture in 

each nation is the subject of the next section. 

Agriculture 

Description and Statistics—The 
Soviet Union, 1917-1921 

The day following the November Revolution a Land 

Decree was announced by the new government. The Decree 

stated that, 

the land owners* right to possession of the land is 
herewith abolished without compensation and estates 
of the landowners, together with all Crô ŝ . lands, 
monastic lands, and Church lands, incl-̂ idlng all 
livestock and agricultural equipment and farm build
ings are transferred to the disposition of district 
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land Committees and local Soviets of Peasant 
Deputies-?^ 

At first the land confiscated was meant to be used on 

model state farms, but events caused the plan to go awry. 

After the Decree a large amount of "spontaneous" con

fiscation by the peasants took place, and with the peas

ant confiscation a large amount of property and livestock 

was destroyed on the estates by the peasants.^2 Thus 

peasant resistance caused a retreat in the policy of 

converting the confiscated estates into state farms 

(Sovkhozy) and collective farms (Kolhozy) with these farms 

receiving only 6 to 7 per cent of the land confiscated 

so that in 1920 there were 5,923 Sovkhozy and 10,246 

Kolhozy.^^ 

In 1918 a severe inflation caused farmers to 

withhold grain, and as a result many rural areas did 

not have sufficient grain with which to subsist. Thus 

in 1918 a decree giving the State ownership of all s'ur-

plus grain was made. The decree was harshly enforced 

by armed detachments who were sent to collect the grain. 

The harshness of the policy during War Communisn: 

"2 I-

80. 
^^Dobb, Sov ie t Economic Pov:er Since 191^ , ? . 

•^Baykov, on. c i t . , p . 17. 

•^-^Baykov, £ £ . c i t . , p . 22 . 

5^Dobb, £ 2 . £ l t . , p . 19. 
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along with the bad conditions imposed by the fighting 

led to both a drop in acreage under cultivation and a 

drop in production. Also combining to cause the fall in 

production was the loss of property during the peasants' 

confiscation in 1917. The severe losses in crop yields 

along with a fall in the numbers of livestock is shown 

in Table 16, 

TABLE 16 

TOTAL SOWN AREA, CROP YIELDS, AND LIVESTOCK 
IN THE SOVIET UNION, 1909-1913 AVERAGE 

AND 1916-1921 (SELECTED YEARS)^ 

Year 

1909-
1913 

1916 
1917 
1920 
1921 

Sown Area 
( M i l l i o n 

A c r e s ) 

2 1 6 , 0 
2 0 5 . 4 
2 0 6 . 4 
1 6 3 . 5 
151 .6 

Gross 
Y i e l d 

( M i l l i o n 
Pood) 

3 , 8 5 0 
3 , 4 8 2 
3 , 3 5 0 
2 , 0 8 2 
1,689 

H o r s e s 
( m i l . ) 

- -

3 1 . 5 
- -

2 5 . 4 
2 3 . 3 

C a t t l e 
( m i l . ) 

- -

4 9 . 9 
— 

39.1 
3 6 . 8 

Shee^ 
(:::il.) 

- -

8 0 . 9 
— 

4 9 . 8 
4 5 . 6 

^Baykov, ££. cit. , p. 23. 

Description and Statistics—The 
Soviet Union, 1921-1927 

In 1921 the right to rent land and to hire labor 

and machinery was given to the peasants. The result 

was an increase in production, but the peasants were 

split into differing groups of wealth with a well-off 



71 

kulak class emerging again,35 

During the NEP the total land area covered by 

state and collective farms remained almost constant. 

There was, however, a shift from collective farms to 

more state farms. From 1924 to 1928 the number of pri

vate farms increased slightly. In 1924 there were 5,100 

collective farms, and by 1928 this number had fallen 

to 1,900; in 1925 there were 10,700 state farms, and by 

1928 the number was 21,000; and private farms numbered 

23,051,000 in 1924 and 25,585,000 in 1925.3^ 

During this period of modernization the severe 

requisitioning tactics were terminated, and a tax in kind 

was implemented. The tax was progressive, but this tax 

still left room for incentive as the farmer now at least 

received some benefit from the surplus that he produced. 

The result of these more lenient policies was an Increase 

in production, but by 1927 grain production still lagged 

behind pre-1917 levels. 

At the eve of the First Flve-Year Plan in the 

Soviet Union the three types of collective farms were 

the following: The coT:niune where the members famed 

together and lived in communal villagesj the artel in 

which members kept their own dwellings and gardens, but 

they held their agricultural land and implements in 

35 Baykov, ££. cit. , p. 132. 

3^Ibid., p. 132. 
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'common; and the TOZ in which each peasant household re

tained his own land and animals but worked together.^7 

At the start the commune type of establishment was most 

common, but the break from tradition was too great, and 

at the end of the NEP the artel was the most common. 

The state farms were organized more like agricultural 

factories and are thus different from the three types 

of collectives mentioned above. 

By the end of the NEP the procedure toward ag

riculture was beginning to take on a more restrictive 

form. The general line became (1) acceleration of poor 

peasants into cooperatives with a gradual extension to 

middle peasants, (2) a substantial Increase in state 

farms, (3) firmly regulated agricultural prices, and 

(4) Import of agricultural machinery, not consumer sup

plies.^ This policy was retained and pursued vigor

ously in the First Plan as is shown in Chapter Six. 

Description and Statistics— 
China. 1949-1952 

Since the great majority of the population of 

China resides in rural areas and makes their living from 

the land the Importance of agriculture to the Chinese ca: 

not be underestimated. In 1950 the Communists st. 

the followlncr rural program: (a) the "rich peasant" 

37Dobb, £2. cit. , p, 223. 

5®3aykov, oo. cit., p. 138. 

I Cfc ̂  W ^ '\-̂  
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economy was to be preserved and stimulated; the rich 

peasant as a class was due to be eliminated, but their 

capital and land were to be used and used more Intensively 

thus allowing for a higher rate of savings; (b) a major 

objective was to increase production by conservancy, 

irrigation, and reclamation, all using human labor; (c) 

a stronger rural subsidiary Industry was to be developed 

so that peasant Incomes would rise and also produce prod

ucts for foreign trade; and (d) mutual cooperatives and 

state farms were to be started, thus preparing the people 

for the ultimate stage of total collective farming.^9 

An intensified land reform movement began in 

1950 to accomplish the goals listed above. The movement 

was to overthrow the ruling class in the rural areas and 

to consolidate the Party's control over the peasants.'^^ 

During the course of the reform about twenty million 

peasants were sentenced to execution, Imprisonmient or 

exile.^^ 

The reform movement affected different rural 

groups in different ways. The policy in 1950 for the 

landlords was that 

their land, draft animals, farm* implements, surplus 
grain, and surplus houses in the countryside are 
to be confiscated, but other properties such as cash, 

^9chao, OD. cit. . p. 123. 

^̂ Chen.o- Chu-Yuan, ££. cit. , p. 23. 

^hbid., p. 28. 
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Jewelery, and Investments in industry and commerce 
will be protected. They will be given an equal share 
of land and means of production during the redis
tribution of land,42 

The policy was more moderate for the rich peasants. 

Land owned and cultivated by themselves or by hired 
labor as well as other property, is to be protected 
from infringement. Small portions of land rented 
out may also be retained. If the portions of land 
rented out by the rich peasants exceed the amount 
of land worked by them or by hired laborers these 
portions will be requisitioned.43 

The policy towards the middle peasant was that 

their land and other properties are to be protected 
from infringement.^^ 

For poor peasants and farm laborers the policy was that 

they will receive a portion of the confiscated or 
requisitioned land and other means of production in 
a unified, equitable, and rational manner. V/hen 
rented land is drawn upon for redistribution proper 
regard is to be given to the tiller who may get sil
ly more land than those who had little or no land.45 

The land reform negated all old land contracts but >''ave 

new owners the right to sell or rent land freely. 

The statistics show that 116.7 million acres of 

land were redistributed to 300 million peasants, of vhica 

about 50 million acres went to state personnel and mem

bers of the armed forces.46 The result was that the 

42 Chao, £2. cit., p. 114. 

^^Ibid. 

^^Ibid. 

45ibid, 

^°Cheng Chu-yuan, a£. cit., p, 27 
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average land holding was very small and with the elim

ination of the rich classes who were the most Important 

source of rural credit, funds for agricultural invest

ment were largely erased. Since land holdings were ex

tremely small after the reform the peasants began to sell 

their small plots on which they could not make a living 

to richer peasants.̂ ''' The result v/as a new rising rich 

peasant class. The social structure had largely reverted 

back to pre-reform conditions by the end of 1951.48 

Partly as a portion of this general overall policy 

and partly to halt the rise of the new rich peasants the 

cooperative movement was started in I951. The first form 

of the cooperative was the mutual-aid team similar to 

the TOZ of the Soviet Union. The elementary mutual-aid 

team consisted of 3-5 households and operated only during 

harvesting or sowing seasons.^9 The advanced type was 

composed of 6-10 households and was a continuous opera

tion. These advanced teams held some common property, 

but animals and plots were still privately o;>med.50 3y 

the end of 1952, 8,3 million households or 40 per cent 

of total households were members of mutual-aid teams.^ 

^^Ibld,, p, 28, 

^Qlbld. 

49i_Md., p. 29. 

^^Ibid., p. 30, 

^hbld. 
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The rise of the new rich peasant was still oc

curring in 1952 when elementary cooperatives were formed. 

The peasants pooled their land under a common management 

but still owned their other means of product ion. 52 ^^^^^^^ 

elementary cooperative was similar to the artel of the 

Soviet Union, Payment to the peasant was in both cash 

and kind and was based on capital and land contributed 

and on the amount of work done. By the end of 1952, 

59,000 or 0.05 per cent of peasant households were organ

ized into 3,000 of these cooperatives.53 

At the same time state farms had been established 

at numerous places in China, The state farms were organ

ized like the Soviet farms, the idea being that they 

were "agricultural factories". In 1952 there were 2,336 

state farms in China.54 

From 1949 to 1952 total grain production vent 

up as the total cultivated area was increased. Table 

17 indicates the increase in production along with so"e 

other important agricultural statistics. In 1952 there 

were 56.6 million cattle and 6.1 million horses in China.^^ 

52ibid., p. 31. 

5^Ibid, • 

5^Ibid,, p. 101. 

-̂ -̂ Leslie Kuo, "Agricultural Mechanization in 
Communist China," Current History, ILVII ^^Seotember, 
1964), p, 137. 
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TABLE 17 

TOTAL GRAIN PRODUCTION INCLUDING POTATOES 
AND OTHER AGRICULTURAL DATA, 1949 and 1^2 

(FOUR TONS OF POTATOES TO ONE TON 0? 
GRAIN—OFFICIAL STATISTICS)^ 

Item 1949 1952 

Total grain production 
(th. metric tons) 

Total food crop area 
(th. acres) 

Total cultivated area 
(th. acres) 

113,181.0 

274,702.5 

244,702.4 

163,913.0 

309,974.5 

269,797.5 

^hao Kuo-chun, "Agricultural Production in 
Mainland China, " Contemporary China, ed. Stuart Kirby, 
II (1958), p. 29. 

In China in 1952 total crop yield was 162.4 million metric 

tons.5^ Comparing these figures with Table 16 on page 

70 the result is that China had more cultivated area, 

more total crop production, and more cattle while the 

Soviet Union had more horses. A drive to increase the 

irrigated area in China was successful as 80 million 

mou (0.1674 acres or O.O666 hectares) were brought under 

irrigation from 1949-1952 bringing the total to 320 mil

lion mou in 1952.57 

5°Wu, OD. cit̂ ., p. 158. 

5'̂ Cheng Chu-yuan, on. cit., p. 14-t. 
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National Income 

The Soviet Union 

In 1917 the per capita income in the U.S.S.R. 

was equivalent to 52 U.S. dollars, but after the Civil 

War the figure was lower and by 1923-24 had risen only 

to 46 dollars.5 This figure is low when compared to the 

U.S. which in 1923 had a per capita income of 689 dollars.5^ 

Table 18 gives the percentage breakdown in the Soviet 

Union of their national income for 1923-1924. Note the 

TABLE 18 

A PERCENTAGE BREAKDOWN OF NATIONAL INCOME 
IN THE SOVIET UNION, 1923-1924^ 

Item Percentage 

Agriculture -—̂ .6 
Industry 25.3 
Construction 3.4 
Transportation -i.S 
Mercantile 20.^ 

Total 100.0 

^L. N. Litoshenko, "The National Income of the 
Soviet Union," The Quarterly Journal of Econor.ic,̂ , XLII 
November, 1927), p. 77. 

5SLitoshenko, "The National Income of the Sovie-
Union," p. 77. 

59i>,id. 
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dominance of agriculture. The U.S. at this time only 

had 17.4 per cent of its national income in agriculture.^^ 

The national Income had increased only slightly by 1927 

at the end of the NEP. In 1913 national lncom.e was 13.90 

billion roubles, and in 1927-1928 the total was 15.14 

billion roubles (in constant 1913 roubles).^^ National 

income per capita (in constant 1913 roubles) was 101 

roubles in 1913, 60 roubles in 1922-23, and 100 roubles 

in 1927-28.^2 

An important aspect of a nation's economy is its 

balance of trade. As was mentioned in Chapter One a 

country in the process of industrializing is in need of 

industrial capital, and one way to get it is to export 

raw materials and foodstuffs for manufactured goods. 

The U.S.S.R. received no aid during the NZ? period and 

received only aid in the form of food for the starving 

people during War Communism. Table 19 shows that after 

1913 trade declined rapidly and by 1927-192S total volur.e 

was still far below 1913 levels. This fact hur 

industrial program for she could not Import as mucr. cap

ital goods as she wished. 

Clark, ££. cit. , p. I6. 
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TABLE 19 

BALANCE OF TRADE FOR THE SOVIET UNION 
FOR SELECTED YEARS, 1913-1927/28 

Year Export Import Balance 

1913 
1917 
1920 
1923/24 
1927/28 

1,520.1^ 
137.1 
1.4 

373.2 
777.8 

•1,347.0 
802.0 
3.0 

233.5 
945.5 

+ 146.1 
-665.0 
- 2.6 
+139.7 
-157.7 

Baykov, oj^, cit. , p. 29. 

"̂ All figures in millions of roubles. 

Another important sector and probably the most 

important sector for a country trying to expand its GNP 

is investment. In 1925-26 total Investment in the Soviet 

Union was 810.0 million roubles, in 1926-2^ the fi-ure 

was 1,067.8 million roubles, and in 1927-28 1,2^0.2 

million. Using the first period as a base of 100 invest

ment rose to 132 then to 153 in 1927-25.^^ Also of im

portance is the fact that capital repairs expenditures 

fell absolutely and relatively. In the first period of 

1925-26 they were 19.3 per cent of the total, but by the 

third period they were only 9.7 per cent.°^ This fact 

5-5 
A. Baykov, £2* £li.« » P* ''̂ O. 

"̂̂ Ibid. 
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being true there was more capital released for new in

vestment . 

Thus the NEP came to a close in the Soviet Union 

with a strange system that Lenin called State Capitalism.^5 

All large and medium-sized industry was nationalized 

with agriculture still stubbornly Individualistic so 

that the system had too much individual production to 

be called socialistic and not enough large-scale produc

tion to be called capitalism, thus the term State Cap

italism.^^ 

China 

Table 20 is the GNP for China from 1950-1952. 

GNP was growing rapidly as the economy got back nearer 

to normalcy. As the table shows GNP rose from 45.42 

billion to 67.87 billion at current prices. At 1952 

prices the GNP figures are 55.02 for 1950, 62.85 for 

1951, and 67.86 for 1952.^"^ Table 21 is a percentage 

distribution of national income for 1952 (compare with 

Table 18 on page 7^. 

Total trade expanded rapidly from 1950-1952 

when in 1952 the total is estimated at around 2 billion 

^5Dobb, 0£. cit. , p. 144. 

^^Ibid. 

^^7/llllam W. Hollister, China's G-rô s Nation-:" 
Product and Social Accounts, T95'ĉ "'9-"7 1̂-lencoe, 111 
The Free Press, 1958), p, 4 , ' 

-fc' ^ ^ -Ik. o • 



82 

TABLE 20 

GROSS NATIONAL PRODUCT, 1950-1952 
(BILLION YUAN AT CURRENT PRICES)^ 

Item 1950 1951 1952 

Personal consumption 
expenditures 36.25 46.85 50.77 

Gross domestic 
investment 4.08 6.90 10.09 

Net foreign investment .15 r«9^ "•?^ 
Government expenditures 4.94 5.1^ '^.^2 
Total GNP 45.42 60.96 67.66 

^Hollister, ££. cit., p. 15. 

TABLE 21 

PERCENTAGE DISTRIBUTION OF NATIONAL INCOllE 
FOR 1952, COMMUNIST CHINA^ 

Item Percentage 

Agriculture 
Industry 5 
Construction -i 
Transportation and Communication ^ 
Trade ^ 
Services — 
^ ^ , 100 
Total 

^Cheng Chu-yuan, op. cit., p. 4. 
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U.S. dollars. Soviet aid, besides numerous technicians, 

amounted to a loan of 300 million U.S. dollars (270.2 

million roubles) which was made in 1949.^^ The loan was 

to be repaid in ten equal installments starting in 1954. 

A Comparison 

In looking at and comparing the two pre-plan 

eras one vital question comes to the forefront. 7/hy did 

it take the Soviets about ten years to return to pre-war 

normalcy in economic production against about three and 

one-half for the Chinese? 

First, World War II and the Civil War in China 

were over when the Chinese took power, '^f-er. the Com

munists took .over in Russia in 1917, the country was 

still fighting Germany, and civil war did not really break 

out until 1918. Thus the Russians had to enc the World 

War and fight a civil war, and both of these problems 

were not facing the Chinese in 1949. 

The end of the Civil War in Russia in 1921 thus 

corresponds more closely with 1949 in China than does 

1917. However, even in 1921 many problems of the Soviet 

Union were greater than in China in 1949, as each nation 

struggled to gain a restoration of normalcy. Turing 

^^Li ChohnMing, "China's Industrial Tevelopr.ent , 
1958-1963," Industrial Develorrr.ent in Co-"runist _ Chira, eo 
Li Cho-Ming (New York: Fredrich A. Praeger, 19^5 / , J. 2'. 
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the Civil War in the U.S.S.R. harsh war-time controls 

were imposed by the Communists. The Chinese Communists, 

since they were not in power during the Civil V/ar, did 

not receive the blame for the war-time measures. Thus 

the Chinese people were more trustful of the Communists 

and more willing to cooperate than were the Russian 

people. 

Also Russia did not receive the technical assis

tance and foreign aid that she gave China in 1949-1952. 

Too, the Chinese could benefit by Soviet mistakes and 

alter their plans accordingly. Finally the technology 

which China had in 1949 was more advanced than the Soviets 

had available in 1917 or 1921. 

These reasons then are important reasons why 

China was able to launch its First Flve-Year Plan about 

seven years faster than the U.S.S.R. could launch hers. 

However, the economic base in Russia in 192̂ :̂  remained 

far ahead of the economic base of the Chinese in 1952. 

Thus when the Soviet Union did start its plan it had an 

advantage in that it owned a larger existing capacity 

and fuoure capability. The statistics on each nation in 

this chapter give indications of these facts vhen a close 

comparison is made. 

The Institutional developments are very similar. 

Socialization in industry was a goal and was largely 

accomplished in both countries. The drives tov/ard 
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collectivization were well under way in 1927 and 1952. 

Thus in essence the institutional picture corresponded 

much more closely than did the statistical picture and 

external forces on the eves of the plan periods. 



CHAPTER VI 

ECONOMIC DEVELOPMENT UNDER THE 
FIRST FIVE-YEAR PLANS 

The Plans 

The Flve-Year Plans of the Soviet Union and Com-

munist China are propaganda instruments and concrete 

projections and plans of the rates of growth in the var

ious sectors of the economy. The opening pages of the 

Plans are filled with propaganda statements, but the 

Plans then go on to cover the methods and goals for the 

economies for five years. 

The First Flve-Year Plan 
of the U.S.S.R. 

The First Flve-Year Plan of the Soviet Union 

was compiled by the state planning agency Gosplan. 

The duty of the U.S.S.R. was to translate the gen
eral political-economic orientations and directives 
of the XV^^ Congress of the All-Union Communist 
Party into language of concrete economic and tech
nical-economic calculations and to transform them 
into a plan of economic construction for the coming 
five-year period, 1 

The First Plan covered 96O pages and called for 

revision as well as reconstruction of the whole economic 

^Gosplan, "Introduction To The First Five-Year 
Plan of The U.S.S.R.," Foundations of Soviet Strategy 
for Economic Growth, ed. Nicolas Spulber ^New Yorr:: 
draftsman Associates, Inc., 1964), p. 47^. 

Q6 
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system which had been built up during the KEIT,^ The 

plan covered the period from 1928-1932 but was not ap

proved until the Spring of 1929. This Plan was allowed 

to run only until the Spring of 1932 or for four and 

one-fourth years when a new plan was drafted and put 

into operation. 

The First Plan in its initial form provided for 

two sets of varying conditions called initial and op

timal variants. The plan finally adopted contained the 

assumption that the optimal variants would be present. 

The optimal variants were the following: 

(a) the absence of any even moderately serious crop 
failures, 
(b) a considerably greater scope of economic ties 
with the world economy by virtue of the presence of 
greater export resources in the country as well as 
by virtue of a considerably more rapid growth of 
long term foreign credits in the initial year of the 
Five-Year Plan, 
(c) a sharp shift in the qualitative indicators of 
economic growth during the next two years, 
(d) a lower specific weight of expenditures of de
fense within the general economic system.3 

These four points and the other comments above set the 

general tone of the plan. Of course the plan was very 

specific as to many problems and patterns. The main 

source of capital funds was to come from accumulation 

of Industry itself out of profits and allocation to 

^Baykov, ££. cit., p. 153. 

•^Gosplan, ££. cit., pp. 478-479. 
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sinking funds.^ 

During the Plan national income was to increase 

from 27.5 billion roubles in the first year of the Plan 

(1928) to 43.3 billion in the final year (1932); consump

tion was to Increase from 21.3 billion to 28.8 billion; 

and gross investment was to go up from 9.70 billion 

roubles to 19.55 billion.5 The gross output of industry 

was to increase I5.9 per cent in 1928 and 21.4 per cent 

in 1932. Total gross output was to go up 235.9 per cent 

over the period." Capital goods were to increase 304 

per cent and consumer goods 203 per cent (gross output). 

The share of consumption in the national income was to 

fall from 77.4 per cent to 66.4 per cent, but net output 

of consumer goods was to increase by 60 per cent.'̂  

The total sum of investment during the Five-Year 

Plan was to be 64.5 billion roubles. Of the 64.5 billion 

16.4 billion was to go to large-scale industry, 23.3 

billion to agriculture, 3.8 billion to electrification, 

9.9 billion to transport, 2.2 billion to home trade, 

2.0 billion to education, 2.2 billion to municipal ser

vices, and 5.7 billion to housing in urban areas.8 

5Dobb, Soviet Economic Development Since 191^. 
P. 237. 

Baykov, ££. cit., p. 153. 

'Dobb, 0£. cit., p. 235. 

^Baykov, 02. cit., p. I56. 
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Investments in industry and electrification during the 

five years were to amount to nearly five times the pre-

revolution value of the basic capital of Russia's in

dustry.^ Goals were set for many industries in terms 

of specific amounts of physical production to be reached 

by the end of 1932. Some of these goals are presented 

later alongside the actual production for 1932 so that 

a better comparison can be made of the actual results 

attained by 1932. 

The First Flve-Year Plan of China 

The First Five-Year Plan covered the period of 

1953-1957 but was not finally completed and published 

until 1955. China's First Plan centered efforts on in

dustrial construction. The Plan called for 694 above 

norm construction projects.''^ These above norm projects 

are where the invested capital in these projects is above 

the "investment norm" for the particular capital con

struction classification. One hundred and fifty-six 

of the 694 projects were to be designed by the Soviet 

Union, ""̂  

^Ibld.. p. 155. 

^^Li Fu-chun, "The First Five-Year Plan," U 
Speech Delivered July 5, 1955 at the Second Session of 
the First National People's Congress], C 0T.:?.unl s t China, 
I955-I959 (Cambridge: Harvard University Press, i9b2/, 
p. 49. 

^hbld. 
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The total outlay for economic, cultural, and 

educational development during 1953-57 was to be 76,640 

million yuan. Capital construction was to account for 

42,740 million yuan or 55.8 per cent of the 76,640 mil

lion. Of the 42,740 million 58.2 per cent was to go 

to industrial departments, 7.6 per cent to agriculture, 

water conservation, and forestry, 19.2 per cent to trans

portation and telecommunications, 3.0 per cent to trade, 

banking, and stockpiling, 7.2 per cent to cultural, ed

ucational, and public health, 3.7 per cent to urban-

public utilities, and 1,1 per cent to other categories."'^ 

Modern industry was to increase from 27 per cent of agri

cultural and all industrial production in 1952 to 36 

per cent in 1957. The output of heavy industry would 

rise from 40 per cent of total value of factory produc

tion in 1952 to 45 per cent in 1957.''-̂  Over 77 per cent 

of the capital construction was to go to industry and 

transportation and communications. Of the investment 

in industry 88.8 per cent was to be made in heavy indus

try.""̂  

The gross value of industrial output was to in

crease by 98.3 per cent from 1953 through 1957 or an 

^^Ibld., p. 50. 

1 "̂  
^Li, Economic Development of CcT̂ .-.unist China, 

P. 8. 
^^Ibld,, p, 10, 
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average of 14.7 per cent over each proceeding year. 

Modern Industrial output was to increase by 104.1 per 

cent or 15.3 per cent a year over the preceeding year.15 

The total value of the output of agriculture and sub

sidiary rural production was to increase by 23.3 per cent 

or 4,3 per cent over each year before.1^ 

The Plan called for an increase of foreign trade 

by 1957 of 66,5 per cent over 1952 levels.''''' As with 

the Soviet Plan targets were set for physical production. 

These targets will be presented along with actual pro

duction statistics later in the paper. 

Industry 

The Soviet Union—Description and 
Statistics. 1928-1932 

In 1929 with the tasks of the First Flve-Year 

Plan at hand the organization of the State Industrial 

set-up came in for a close scrutiny and finally a re

organization. The first changes were toward more central

ization of power and direction. In May 1929 the Soviets 

made the statement that, 

^^Ll Fu-chun, "The First Five-Year Plan," o. 
52, 

l^IMd., p. 54, 

''''̂E. F. Szczepanck, "Foreign Trade of Mainland 
China," Contemporary China, ed, E. Stuart Kirby, III 
(1958-1959), P. 80, 
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the fulfillment of the tasks confronting the Soviet 
people in regard to accelerated industrialization... 
calls for a systematic overhaul of the whole govern
ment administration machinery, so as to bring it 
into line with our national economic system and the 
needs of social-construction... It is necessary to 
take steps to transform the S.E.C. from the or^an 
of economic planning which it has hitherto mainly 
been^into an organ of actual technical administration 
of industry. At the same time it is necessary to 
strengthen economic initiative in factories, works, 
and individual workshops while reinforcing the part 
played by the trust in regard to technical construc
tion of enterprises.18 

The Soviets set up a more complex and revised 

system of organization with the above ideas in mind. 

The system was organized on four levels. On the first 

level were the basic units the enternrises. 

Each manager has autonomy of operation as he attempts 
to fulfill planned quotas. The money to fulfill 
the plans is fixed by the plan. The contract to 
which the enterprise works, based on the industrial-
financial plan, establishes the estimated production 
cost for the year and the respective fines in the 
case of infringement of the contract stipulations. 

On the second level were the combines. 

The combines main task is to direct the technical-
productive work of their affiliated enterprises and 
trusts. 

On the next level were the trusts. 

The trust must concentrate on the technical directives 
of reconstruction and generally speaking will be 
deprived of sale and supply functions. 

On the highest level was the Supre-!-,e Economic Council 

(S.E.C). 

''^Baykov, 0£. cit., p. I69. 
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The S.E.C. must mainly focus its attention on dra^t^ng 
production and financial plans for the develoorent of 
industry and technical construction, on co-ordinating 
the work of various branches of industry, on super
vising its execution of plans and on staffing and 
training organs of management and control.'9 

The combines were also to be operated on strict func

tional lines. 

The trusts and combines tended more and more to 

be operated on the principle of khozraschet or economic 

accounting. This economic accounting was a system of 

commitments to decrease production costs, improve the 

quality of goals, and decrease managerial charges and 

expenditures,"^"^ After some difficulties in 1930 with 

the new organizational system a noticeable tendency 

toward decentralization was noticeable as combines were 

reduced in size and some were reorganized as trusts.^^ 

The task of socialization of industry was largely 

accomplished by 1928 when total industrial output was 

82,4 per cent State produced. This figure rose steadily 

throughout the first two plans when in 1937 Industrial 

output was 99.8 per cent State produced.^^ 

^^Ibid., pp. 169-170. 

^^Ibid., p. 169. 

21lMd,., p. 171. 

^^Central Statistical Board of the U.S.S.R., 
Council of Ministers, National Economy of the 'J.l S.?.. 
(Moscow: Foreign Languages Publishing house, '> yz'i j, 
p. 28. 
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During the First Plan 19,1 billion roubles was 

the planned investment by the State in industry. The 

figure was exceeded as 24.8 billion roubles were invested 

during the First Plan period,^^ In the Initial year of 

the Plan large-scale gross industrial production went 

up by 23.7 per cent exceeding the quota by more than 

2 per cent. However, the quality of goods deteriorated 

badly as the strain of fulfilling the quotas was felt 

along with an acute shortage of properly trained managers 

P4 
and technical workers.^ The success of the first year 

called forth a response of setting the second year's 

target for large-scale production increase up from 21.5 

per cent to 32.1 per cent. To obtain these increases 

the number of workers employed was increased, and a non

stop work week was adopted in 1929.^^ The second year's 

gross output went up by 24.2 per cent exceeding the o: 

Inal target of 21.5 per cent but falling short of the 

32.1 per cent revised target. 

The increases in capacity during the First Plan 

were large. In the iron and steel industry new blast 

furnaces brought into operation represented a quarter 

of the total number of blast furnaces in operation in 

^^Baykov, o^. cit. , p. 177. 

^^Ibid., p. 160. 

^^Ibld., p. I6l . 

.4 -
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1928 and nearly two-thirds of their output capacity; 

one quarter of 1932 coal production was from new pits; 

oil wells had increased 25 per cent; and total capacity 

of electric power stations had increased by 200 -per cent.^ 

Gross output of industry in 1927-27 roubles had increased 

from 25.7 billion roubles in 1929 to 43.3 billion in 1932, 

an increase of l68 per cent, and this increase brought 

gross industrial production in 1932 to 267.3 per cent 

of 1913 gross industrial production,27 Xet Industrial 

production's target was set at an increase of 138 per 

cent. The actual increase was 118 per cent. The target 

Increase for capital goods was 148 per cent while the 

actual increase was 158 per cent. 

The estimates of industrial production are many« 

and the results varied. Using 1928 as a base of ICO, 

Nutter's estimate of the increase in Industrial produc

tion is 140 for 1932,^^ Using Nutter's physical produc

tion estimates gives the results for increases in physical 

production presented in Table 22, Along with the actual 

production of these selected goods for 1927/23 and 1932 

the planned quantities for 1932 are included. Even 

2^Dobb, £2. £lt., p. 255. 

'Harry Schwartz, Russia's Soviet Econc*̂ '̂ (Xew 
York: Prentice-Hall Inc., 1950), p. 120. 

^^Maurice H. Dobb, "Rates of Grovrth Under The 
Five-Year Plans," Soviet Studies, IV (1952-53), p. 368. 

^^Nutter,'22» £ii.»» P» 158. 



96 

though physical production increased significantly over 

the period they still fell short of the targets in all 

the categories presented in Table 22. 

TABLE 22 

THE PHYSICAL PRODUCTION OF SELECTED INDUSTRIAL 
PRODUCTS FOR 1927/28 AND 1932 AND 

TARGET FIGURES FOR 1932^ 

Items 

Coal^ 
Pig Iron° 
Rolled Steel^ 
Steel Ingots 
Copper^ 
Zinc^ 
Electric Power^ 
Petroleum 
Sulfuric Acid° 
Cement 
Tractors® 

1927/28 

32.5 
3,282.0 
3,433.0 
4,251.0 

30.0 
2.3 
5.0 
11 .6 

211 .0 
1,850.0 

55.0 

1932 

57.5 
6,160.0 
4,428.0 
5,927.0 

45.0 
13.':̂  
13.5 
21 .4 

1- — r\ r^ 

3 ,473 .0 
46.9 

Planned 
1932 

'̂ 5.0 
10,000.0 
8,000.0 
10,000.0 

5^.7 
77.4 
22.0 
21 .7 

1,^50.0 
7,COO,0 

55.0 

^Nutter, £2.clt_,, pp. 420-434. 

Million metric tons. 

^Thousand metric tons. 

^Billion kilowatt-hours. 

^Tnousands. 

China—Description and Statistics, 
1953-1957 

The Chinese institutional system is organized 

much like the Soviet system. The basic element of the 
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Chinese industrial system's operation is knô .̂ as chincr-

chlj_ he-suan or business accountability. The chin.?-chi' 

he-suan is similar to the khozraschet of the U.S.S.R. 

The Chinese system is based on the following principles: 

(1) The fixing of definite amounts of the total in
vestment and working capital of every enterprise 
which is to be operated Independently, but under 
an overall economic plan, (2) the establishment of 
independent accounting and treasury systems..., (3) 
the adoption of Internal auditing and work supervision 
independent of the accounting system, (4) the'use 
of periodic plans and authorization proceedures, (5) 
the installation of proper controls for materials, 
including purchasing, inventories, and requisition, 
(6) a production inspection system, (7) the adoption 
of definite technical standards and standard costs, 
(8) cost accounting, (9) accounting for transporta
tion and marketing, (10) the adoption of definite 
proceedures for settling claims and liabilities, (11) 
a plan for labor incentives and discipline, and (12) 
regular statistical reporting.^^ 

After a 1952-53 period of restriction of business 

came a period of transformation that lasted until I957. 

The transformation was that of transforming capitalism 

to state-capitalism then to socialism. Lenin described 

state-capitalism as "capitalism which we shall be able 

to restrict, the limits of which we shall be able to fix" 

The formation of state-capitalistic enterprises 

took on two stages, an elementary stage and an advanced 

stage. In the elementary stage the functions of the 

management were retained by the private ov;ner who entered 

Wu, An Econonilc Survey of Ccrrzunt^^t China, p. 

•71 
^ 1 

203. 

31 Cheng Chu-yuan, og. cit., p. 69. 
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into contracts for products with the State, The forma

tion of the elementary stage called for the earning of a 

profit of from 10 to 30 per cent of the owner's invest

ment. However,the profit was divided into four portions, 

a portion for income taxes, reserve funds, workers' wel

fare funds, and profit for capitalists.^2 

The advanced state-capitalist enterprise was 

considerably more state controlled. The management func

tion, the authority to determine the operation plan and 

personnel policies were taken over by the State. Private 

owners now received only a share of the profit along 

with the State,5^ The owners also received a fixed in

terest payment on their original investment. By the 

end of 1954 there were 1,700 state-capitalist enter

prises employing 530,000 workers.^^ 

Latei; enterprises were completely socialized and 

former owners only received a fixed interest usually 5 

per cent on the shares owned. This fixed interest was 

to be paid for only ten years.^^ In 1952 socialist in-

dustry, excluding handicrafts, accounted for 56.C per 

cent of gross value of industry; state-capitalist industry 

^^Ibid., p. 70. 

^^Ibid., p, 71. 

34ibid. 

^^ibid., p, 72. 
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accounted for 26.9 per cent and private industry 17.1 

per cent. The figures for 1956 were 67.5 per cent for 

socialist industry, and 32.5 per cent for state-capitalist 

industry (0.0 per cent for private industry).36 Handi

craftsmen were also organized in cooperatives rapidly. 

By 1956 91.7 per cent of all handicraftsmen were in co

operatives .^^ 

Table 23 gives the gross industrial output for 

China for 1952-57 and the total output for 1953-57. The 

TABLE 23 

GROSS INDUSTRIAL OUTPUT IN MAINLAND CHIXA, 1953-57 
(IN MILLION YUAN NÊ ^ JMP AT 1952 PRICES;^ 

Year Gross Value Increase Over 
Output^ Preceding Year 

1953 35,577 31.7 
1954 41,513 16.-̂  
1955 44,748 7.8 
1956 58,660 31.1 
1957 62,810 7 
1953-57 243,308 132. • c 

yo^' ^Ronald Hlsa, "China's Industrial Growth, 1 
1957," The Annals of the An̂ .erican Ac.ac?":y of roli'iical 
and Social Science, ed. Thornsten Sell in, CCCAAI [Jan
uary, 1959), p. 73. 

^Excludlnp^ handicraft production by individuals 

^Increase over 1952 of 1957. 

^^Ibid., p. 73. 

37ibid., p. 76. 
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average for the period is 18.4 per cent. The index of 

gross production with 1954 as a base is 154 for 1957. 

The development of light industry fell short of the I957 

targets as did production of consumer goods.38 However 

the heavy goods industry performed well and exceeded 

targets in many cases. Table 24 indicates production 

in 1953 and 1957 along with 1957 target figures. 

TABLE 24 

THE PHYSICAL PRODUCTION OF SELECTED INDUSTRIAL 
PRODUCTS FOR 1953 AND 1957 AND 

TARGET FIGURES FOR 1957 

Item 1953^ 1957^ Planned 
1957 ^ 

Coal (mill.tons) — 130 113.0 
Pig Iron (th.tons) 2,175 5,900 
Rolled Steel (th.tons.) 1,312 4,262 ---
Electric Power (bill.kwh) 19 _ 1D.9 
Petroleum (mill.tons) 1.5 2.0 
Sulfuric Acid (th.tons) 190 632 
Cement (th.tons) 2,86l 6,690 
Tractors (units) 113 10,933 

^Liu and Yeh, on, £lt., pp. 416 and 455. 

^Li Choh-Ming, "China's Industrial Developr.ent, 
1958-1963," p. 7. 

^ Li Choh-Ming, Economic Development of Comr:unist 
China, p. 48. 
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Agriculture 

Soviet Union—Description and 
Statistics, 1Q2b-32 

The official attitude towards agriculture in 

1928 was the following: 

in summing up the results of the Plan as a whole, 
we arrive at the conclusion that in the course of 
these 5 years, individual peasant farming will plav 
the principal part in the production of aprricultural 
commodities, and therefore it must be one^of the 
Plan s tenets to stimulate the poor and middle peas
ants to expand and improve their farming.39 

The Plan stated that gross agricultural production of 

state and collective farms was to increase from 1.8 per 

cent in 1928-29 to 14.7 per cent in 1932-33. The total 

area worked by the state and collective farms was to 

increase from 2 per cent to 13.4 per cent."̂ ^ 

The early goal was relatively moderate. In the 

early days of collectivization most of the collectives 

were organized with the peasants least endowed with the 

basic means of production and were usually formed as 

artels. However in 1929 the course of moderation changed 

rapidly. The year 1929 became a year of the great up

heaval as the policy was changed from encircling the 

kulaks to "liquidating kulaks as a class."*̂ *' 

39] 

'ibid., p. 190. 

Baykov, o^* £ii.«» P» 189. 

40-

p. 159. 

4l« 'Committee on Un-American Activities, c^. cit.. 



102 

An official statement by Stalin stated that the 

new policy was 

to launch an offensive against the kulaks means that 
we must smash the kulaks, eliminate taem as a class... 
To launch an offensive against the kulaks means t-at" 
we must prepare for it and then strike at the kula>=̂  
strike so hard as to prevent them from rising to their 
feet again.42 

As a result thousands of kulaks were either arrested or 

deported, and their property was confiscated Immediately. 

The results of this policy were profound. 

Within a short time rural Russia became oander.onium. 
The overwheltaing majority of the peasantry confronted 
the Government with desparate opposition. Collectiv
ization degenerated into a military operation, a 
cruel civil war. Rebellious villages'were surrounded. 
Masses of kulaks were deported to rer.cte unpopulated 
lands in Siberia. Their houses, '03.rr.z and farm im
plements were turned over to the collective farms--
Stalin himself put the value of their property so 
transfered at over 400 million roubles. Tne bulk 
of the peasants decided to bring in as little as pos
sible of their property to the collective farT.s which 
they imagined to be state-owned factories in v/hich 
they themselves would become mere factory haads.43 

The mass collectivization program produced im

mediate results. From the 20̂ ^̂  of January, 193C the 

59.4 thousand collectives Increased to 110.2 thousand 

by the first of March, 1930. The number of households 

expanded from 4,393.1 thousand to 13,675.1 thousand dur

ing this same period with the percentage of households 

In collectives going up from 21.6 per cent to 55.C ^er 

^^Ibld.. pp, 159-160 

43ibid., p. 161. 
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cent.^^ 

The result of thd-^above process was a near ex

plosion in rural areas. Livestock was slaughtered in 

large numbers rather than put them in collectives, and 

production fell sharply. By the end of 1930 a strategic 

retreat was made, but the retreat fell far short of re

storing the original agricultural position. By 1932 

there were 211.1 thousand Kolhozy with 14.9 million 

households in them." The total sown area by collectives 

was 91.5 million hectares which was 77,7 per cent of 

the total sown area.^5 xhe number of peasant farms re

maining independent fell from 24,573 thousand in 1928 

to 9,428 thousand in 1932.'^^ 

At the same time the state farms were increasing. 

By the end of 1932 the sown area under state farms had 

increased over 8 times since 1928 and embracoc about 

10 per cent of total sown area.^'^ The supply of grain 

by the state farms had increased 4 times over 1923. T'r^e 

state farms employed 1 million workers, owned one-half 

the total tractors and had an average size of 6,000 

^^Baykov, og. cit., p. 196. 

^^rbid., ?. 326. 

46commlttee on Un-American Activities, ££. cit. , 
p. 163. 

47 
Dobb, Soviet Economic DevelopT.ent Since 191^, 

p. 250. 



104 

48 

acres. The state farms had fallen far short of ex

pectations however. The push for giant state farms in 

1929 with many farms containing over 140,000 acres was 

halted in 1931 with accusations of "crying inefficiency 

and mismanagement",^9 ^̂ ê cry for "giant malnla" and 

"grain factories" quickly went out of fashion. 

By 1932 there were 4,446 Machine Tractor Stations 

with 123.2 thousand tractors. Each MTS served an average 

of 32 collective farms and worked an average of 20.4 

thousand hectares.50 state farms owned their own trac

tors. 

Good harvest years of 1928-1930 were offset by 

the extremely poor harvests of I931 and 1932. Total 

crop yields were lower at the end of the Plan than at 

the beginning. Total yields were helped somev/hat by 

increasing sown area. Grain yields per acre were down 

over the Plan period. The average yield for 1929^32 

was slightly lower than the average of 1925-1928.^1 

Grain yields in million quintals (220.46 pounds) 

for 1928 were 733.2 million. Grain yields reached a 

peak in 1930 for the plan period when production was 

^Qlbld. 

49 

Ibid., p. 251 . 

5^aykov, o^. cit., p. 331. 

5lDobb, ££. cit,, p. 246. 
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835.5 million quintals but fell to 694.8 million in 

1931 and then rose modestly in 1933 to 698,7 million 

quintals,52 Gross farm production for 1932 with 1928 

as the base was 77 by a private estimate and 86 by the 

official estimate,53 j^e number of livestock was still 

low in 1932 after the large number being slaughtered in 

1930, In 1928 there were 60.I million cattle, but in 

1932 they numbered only 33.5 million. Pigs numbered 22.0 

million in 1928 and 10,9 million in 1932. Sheep and goats 

numbered 107.0 million in 1928 and 47.6 million in 1932.5^ 

Total cultivated area rose from 113.0 million hectares 

in 1928 to 134.4 million in 1932.55 Thus during the 

period of intense collectivization both losses and gains 

were taking place in the Soviet agricultural economy. 

China—Description and Statistics. 
^953-1957 

The collectivization drive in China was more 

rapid and met less resistance than the process in the 

Soviet Union in the period of 1928-1932. At the end of 

1953, 14.2 per cent of the peasant households were 

52Baykov, og. cit., p. 325. 

53vaum Jasny, Essays on The Soviet Economy (New 
York: Fredrick A. Praeger, 1962), p. dp. 

5'̂ Central Statistical Board of the U.S.S.R. Coun
cil of Ministers, ££. cit. , p. IO6. 

55Baykov, op. cit., p. 325. 



106 

members of the mutual-aid teams and by 1957 almost 100 

per cent were collectivized, most into more advanced 

cooperatives which were similar to Kolhozy.56 

The advanced cooperatives were first organized 

in 1955. A set of model regulations were adopted in 

1956. The model regulations set the following require

ment s: 

(1) Membership—all working peasants over 16 should 
apply. 

(2) Ownership—land and means of production to be 
turned over to the cooperatives. Small private plots 
are still permitted, but their size is not to exceed 
5 per cent of the average land holding in the par
ticular village. 

(3) Share funds—contributions obtained from members 
to be based on the land pooled. 

(4) Income distribution—based on workdays after 
reserve funds and taxes are deducted. 

(5) Payment for work—to each according to his work. 

(6) Productive organization—productive brigades and 
smaller productive teams to be used. 

(7) Management--members to be elected 'oy a manage
ment committee.57 

The immediate result of putting the cooperatives 

into operation was a reduction of farm animals and a 

sharp reduction of sideline production. Thus In 1957 

after many problems had developed the cooperatives were 

5^Cheng Chu-yuan, ££. cit,. pp. 31-34. 

5'̂ Ibld., p. 33. 
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liberalized in many ways so as to increase incentives.58 

From 1953-57, 5,110,000 improved and modern farm 

implements for ploughing, cutting, raking, pressing, 

sowing, harvesting, and threshing were produced.59 At 

the end of 1957 there were 390 Machine Tractor Stations 

with 12,000 tractors serving approximately 27 million 

mou which is 1 tractor for every 375 acres sowed,^0 

Both the number of MTS and the number of tractors on the 

MTS was much larger in the Soviet Union in 1932 than in 

China in 1957, 

The loss of livestock as a result of collectiv

ization was small compared to the losses in the Soviet 

Union, Sheep and goats increased in every year of the 

Plan starting at 76,7 million in 1953 and increasing to 

98,5 million in 1957; cattle numbers show a slight de

crease in 1957 as they numbered 61,9 million in 1953, 

66,3 million in 1955, and 63.6 million in 1957; hogs 

numbered 98.9 million in 1953 and increased to 101.6 

million in 1957.^^ 

The gross yuan value of agricultural production 

in 1952 prices increased during every year of the plan. 

In 1953 the total was 49,910 million yuan which increased 

^^Ibld., p, 36, 

59Leslle Kuo, "Agricultural Mechanization in Com
munist China," Current History. ILVII (September, 1964), 
P. 135. 

^^Ibid, 

Liu and Yeh, op, cit,, p. 364, 
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to 60,350 million In 1957.^2 ^he cultivated area in

creased from 108.5 million hectares In 1953 to 113,2 

million In 1957.^^ Preliminary figures indicated that 

total food grain production was 185,000 thousand tons 

(Includes rice and potatoes). Wheat production was es

timated at 23,622 thousand tons, and sugar beet produc-

was estimated to be 1,849 thousand tons.^4 

National Incom.e 

The Soviet Union 

National Income in 1929, the second year of the 

Plan was 2b.9 billion 1926-27 roubles. By 1932 the fig

ure in constant 1926-27 roubles was 45.5 billion roubles. 

Using 1929 as a base the 1932 national income index 

number is 157. National income in 1929 was 132.6 per cent 

of 1913 national income, and 1932 national Income v;as 

216.6 per cent of 1913.^^ Table 25 is the Gross National 

Product of the U.S.S.R. in 1928 and 1937 (1932 GN? not 

available). GNP in constant 1928 prices increased at an 

average of 10.8 per cent a year from 192b-1937. House

hold consumption purchases grew at 2.6 per cent and gross 

^^Cheng Chu-yuan, on. cit. , p. 114. 

-^Li Choh-Ming, Economic Development c: Cor-.unist 
China , p . 6 0 . 

^ ^ I b l d . , p . 257. 

^ 5 s w a r t z , op , c i t , , p , 120, 
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Investment at 18.1 per cent .^^ 

TABLE 25 

GROSS NATIONAL PRODUCT OF THE U.S.S.R. 
IN 1928 PRICES, 1928-37 
(BILLIONS OF ROUBLES)a 

Item 1928 1937 

12.10 
2.79 
6 .70 
0.25 

21 .84 
1.55 
0.82 
0.76 
7.32 

21 .20 
4 .5s 
4 .90 
0.42 

31.10 
6.61 
2.01 

10.61 
35.35 

Household purchases in retail markets 
Housing; services 
Consumption of farm income in kind 
Military subsistence 
Household consumption outlays 
Communal services 
Government adminsitration 
Defense 
Gross investment 

Gross National Product 32.29 35.68 

^Abram Bergson, The Real National Ir.cor.e of Sovie' 
Russia Since 1928 (Cambridge: Harvard University Press, 
1961), p. 88, 

For the First Plan 46,9 billion roubles of in

vestment was the. target for all the socialized sector 

of the economy. The actual amount realized for four 

and one-half years was 50.5 billion. Producer goods 

industries exceeded planned expenditures by 6.6 billion 

roubles while consumer goods industries' investment fell 

short of the plan by .9 billion. Agricultural investment 

66 Bergson, ££. cit,, p, 226, 
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exceeded that planned by 2,7 billion roubles,^'^ 

Foreign trade remained low throughout the Plan 

compared to the pre-war levels. In 1913 total trade 

imports plus exports) was 2,985.1 million roubles. In 

1929 the figure was 1,804,3 million, and trade fell 

constantly through 1932 when the total was 1,278,9 mil

lion.68 

China 

The national income of China grew in each year 

of the period of 1953-1957. Table 26 shows the GNP for 

these years. The average rate of growth is 8.6 per cent. 

Another estimate places national income growth at 6,0 

per cent a year while the official estimate is 9.0 per 

cent. Personal consumption grew at 3,1 per cent a year.^^ 

The index of national income in 1957 (1954=-: 00) is 125 

(from Table 26), Table 27 is an expenditure breal̂ -dô m 

of GNP for 1953 and 1957 at current prices. Percentage 

break-downs for the categories listed are also included. 

The Chinese were able to invest a large portion 

of national income in capital accumulation. In 1932 

the percentage of accumulation as a part of national 

income was 18,2 per cent. The figures for 1953, 1954, 

'Baykov, 02, cit,. p, 421, 

^^Ibid... p, 274. 

"^Liu and Yeh, 0£. cit,, p. 120, 
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TABLE 26 

GNP OF CHINA, 1950-1957 
(1952 PRICES)a 

GNP Percentage Index Index of 
Billions Increase 1950=100 per capita 

of Yuan over GN?̂ ^ 
Year Before 

1953 77.06 14 140 132 
1954 81,92 6 149 138 
1955 85.41 4 155 141 
1956 97.21 14 177 157 
1957 102.42 5 186 162 

^Hollister, China's Gross National Product and 
S o c i a l A c c o u n t s . 1950-1957 . p . 15 . 

Assuming a 2 per cent p o p u l a t i o n growth a y e a r . 

TABLE 27 

GROSS NATIONAL EXPENDITURES AT CURRENT PRICES 
AND PERCENTAGES, 1953 and 1957 

(BILLION YUAN)a 

Item 1953 /̂  '95 ;<3 

Consumption ^ _. ^ '-1:; -̂  s 
Government purchases 10.20 "'?'̂  '"' ĉ  o^ n 
Gross domestic investment 13.46 16.3 22.o-r 2L..O 

59. 
10. 
13. 
- 1 , 

82. 

.73 

.20 

.46 

.01 

.33 

72. 
12, 
16. 
-1 . 

4 --\ '^ 
1 v - / *^ , 

> !> 
2_ 

.3 

.2 

.0 

79. 
1 I . 

22. 
+ , 

114, 

.92 
J o 

.D^ 

.45 

69.3 

+ L.^ Net foreign investment 

Gross National Product 82.33 1CC.0 114.45 1CC.0 

^Hollister, 02. £ii-» PP- ̂  ^^'^ ^5. 
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1955, and 1956 were 21.4, 22.3, 20.9, and 22.5 per cent 

respectively.'^^ The average is 21.06 per cent a year. 

Investment in yuan was 8,000 million in 1953 and 13,830 

in 1957; the total over the Plan period was 55,000 mil

lion yuan,'' 

In 1954 the Soviets made a second loan. The 

loan was for 117.1 million roubles.72 Also during the 

First Plan the Russians purchased stock in four Sino-

Soviet Joint stock companies and transferred ownership 

to the Chinese in 1955. Soviet assistance also took 

the form of complete sets of plans and technical aid for 

a large number of projects. From 1949-1958 a total of 

10,800 Soviet specialists were in China at one time or 

another, and 14,000 Chinese students and 33,063 Chinese 

apprentices learned skills in Soviet universities and 

factories,'î 3 

A Comparison 

The same basic factor of resources enters into 

an evaluation of this period Just as it did in the pre

vious periods. Thus this factor must always be kept in 

T'̂ Cheng Chu-yuan, ££. cit., p. 118. 

'^hbid. 

'̂ L̂i Choh-ming, "China's Industrial Development, 

1958-1963," p. 30. 

'̂ 3ibid,, p. 31 . 
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mind for a Judgement of the effectiveness of the pol

icies of the two nations. Too, since policies were sim

ilar in many respects the basic differences of factor 

endowments take on special importance. 

To make specific comparisons of different nations 

is a difficult task,as was pointed out in Chapter One. 

But the comparison is somewhat more valid for these two 

periods since the Chinese followed closely to the Soviet 

methods of statistical measurement and income computa

tions. Thus about the best that one can do is to present 

the figures for the various aspects of the economy and 

be constantly aware of the pitfalls involved. 

The agricultural situation was better during the 

First Plan in China than in Russia. The main factor 

of difference seems to have been the willingness of the 

Chinese people to accept the collectivization endeavors. 

The Russian peasants were far less passive in their resis

tance to change than were the Chinese peasants. Perhaps 

the reasons are more in the sociological realm than the 

economic realm. 

By the end of the First Plan the Russians in their 

collectivization drive were faced with a greatly reduced 

level of agricultural output and a startling loss of 

livestock. The Chinese at the end of the First Plan 

were producing an Increased amount of food and the 
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collectivization drive reduced the number of livestock 

only slightly. The Russians have continued to be plagued 

with agricultural problems, and it is amazing to realize 

that the Chinese have been so intent on copying a fail

ure. Maybe only ideological explanations are valid for 

this fact. In the agricultureal realm neither country 

attempted to Invest heavily in this area during the Plans. 

Thus in summary the agricultural progress was not sub

stantial in either nation. However the Chinese'performed 

better and encountered fewer difficulties than did the 

Soviets in these periods. 

In Industry once again the Industrial institu

tional frameworks were similar and have remained so. 

Statistics indicated that the growth was slightly larger 

percentage wise over the First Plan In Russia than in 

China. The factors entering into a comparison are many 

and complex. The Russians started with a bigger and more 

developed base. They spent more time in preparation 

for their industrial drive. Also, even though they did 

slightly better in Increasing production, they fell short 

of their goals, while the Chinese met most of their goals 

especially in heavy industry. 

National income grew at about 10 per cent for 

the period of 1928-37 in the Soviet Union. The figure 

was between 6.5 and 9.0 per cent in China. Calna '.vas 
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able to invest a larger percentage of national Income 

over the period than the Soviets, Chinese trade did 

not suffer as did Russia's, and the aid received from 

the U,S,S,R,, though small, was more than the Soviets 

obtained. 

Thus all in all the patterns of development for 

these two economies over these two Plan periods are in 

most respects strikingly similar. The reader, like the 

author, can only consider the many facets of such a com

parison, view the numerous tangible and intangible parts 

of the two economic systems, and form a rather imprecise 

but still useful opinion on the relative performances 

of each economy during their First Five-Year Plans. 



CHAPTER VII 

THE SECOND FIVE-YEAR PLANS 

In this chapter a deviation from the method 

used in the previous three chapters is made. No attempt 

will be made to compare the agricultural production, in

dustrial production or trends in national income. No 

statistics in thtese areas will be presented for either 

the Soviet Union or China. The reason for the exclusions 

is that the data in China for 1958 and 1959 are subject 

to considerable doubt. The poor quality of data for these 

years was discussed in Chapter One. Also for 1960,1961, 

and 1962 no official statistics on production and Income 

have been released. 

Thus to attempt any statistical comparison in 

these areas would result in highly conjectural conclu

sions. So in this chapter all that is done is to trace 

the institutional changes in each nation over the periods 

of the second plans. Some data on the Institutional 

changes are presented, but they are considered much more 

reliable than production and income statistics. 

The institutional changes in the U.S.S.R. were 

mainly Just consolidations of previous policies and 

extension of the basic framework set up during the First 

116 
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Five-Year Plan. However, in China extensive changes were 

undertaken as an ideological fever precipitated ''The 

Great Leap Forward". 

The Plans 
i 

The Soviet Union, 1933-1937 

The 2^ Plan, covering the five calendar vears 
1933-1937, was approved by the XVII Party Congress 
in January 1934 and by the Government on November 
17, 1934.T 

The slogan for this second plan was to "Master technique 

and "consolidate the gains already won".2 The emphasis 

was still to be on the development of heavy industry 

but not by as much as in the First Plan. Expenditures 

on investment in Industry was planned at 69.5 billion 

roubles for the 1933-37 period versus 24.5 in the First 

Plan period.3 

Gross production of Industry in 1937 in rouble 

value In 1927-28 prices as a percentage increase over 

1933 was planned to be 214.1 per cent. Consur.er eroods 

production was to go up by 233.5 per cent, coal 237.1 

per cent, crude oil and natural gas 233.5 per cent, pig 

iron 260.0 per cent, steel 289.0 per cent, anc rolled 

ICommlttee on Un-American Activities, as. cit. , 
p. 174. 

2Dobb, £2. cit. , p. 268. 

3Baykov, ££, cit., p. 241. 
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metal 188,0 per cent,^ 

The proportion of national income devoted to 

investment was to fall to 1^ per cent in 1937,vdawn from 

24 per cent In 1932.5 The Plan called for 45 new blast 

furnaces, 164 new open hearth furnaces, and 107 new rol

ling mills,^ 

China, 1958-1962 

A Second Flve-Year Plan was never formally adopted 

in China, A set of proposals was prepared and presented 

to the 1956 Party Congress, and these proposals were 

passed. The proposals were given to the State Planning 

Commission for eventual preparation of a Plan. As the 

"Great Leap Forward" got under way the proposals were 

abandoned, and much more optimistic targets were sub

stituted. No real Second Five-Year Plan was ever forth

coming, only five ad_ hoc annual plans.'^ 

The proposals called for continued emphasis on 

heavy industry and continued development of socialistic 

^Dobb, £2* £li.«» P* 344, 

^Ibld., p, 268, 

^Baykov, ££. cit,, p, 270. 

'^Li Choh-Ming, " C h i n a ' s I n d u s t r i a l Develop::ient, 
1958-1963 ," p , 3 . 
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institutions.® Light Industry was given greater emphasis 

as was agriculture in the proposals. The proposals called 

for making China 70 per cent self-sufficient in machinery 

and equipment manufacturing.9 

By 1962 consumer and capital goods were to in

crease by 50 per cent and national income was to go up 

by 50 per cent also.^^ Agricultural production and in

dustrial production as a total were to increase by 75 

per cent, with agricultural output to be up by 35 per 

cent. Defense expenditures were to decrease by 20-32 

per cent,'' These targets were abandoned in 1958, and 

much higher targets were substituted. 

Industry 

The U.S.S.R.—A Description, 1933-1937 

During the First Plan a tendency was established 

for managers to pass on functions to other supervisory 

people in order to shirk responsibility. The cause was 

a functional principle being used in place of the 

^"Proposals of the 8^^ National Party Congress 
for the 2^ 5-Year Plan for Development of the National 
Economy, 1958-I962," Contemporary Cnina, ed. E. Stuart 
Kirby, II (1956-1957), p. 1^3. 

9L1 Choh-Ming, 0£. cit. , p. 4, 

^^"Proposals of the Q^^ National Party Congress," 
op, cit., p. 144. 

^^Ibld., p. 145. 
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territorial or the territorial-production principles. 

The result was that in large mine pits, for example, 

there was a manager of ventilation, a manager of security, 

a manager of mechanization, etc .''̂  

In 1933 measures were taken to strengthen unity 

of control and to make one man responsible for the work 

carried out by the part of production entrusted to his 

management .•> 3 in 1934 the Central Committee ordered 

industry, 

(1) to liquidate the functional structure of the 
administrative machinery... and to reorganize on a 
productive-territorial basis. 

(2) to strengthen the rights and duties of local, 
provlncal, and republican organs for the development 
of local industry. 

(3) to abolish combines and to decrease the number 
of trusts.^4 

Other decrees were aimed at isolating managerial respon

sibility. 

During the Second Plan the consumer goods in

dustry still performed poorly with heavy industry still 

receiving the most attention."" ̂  This poor performance 

of the consumer goods industry was in contrast to the 

Second Plan's predictions. From 1935-37 a drive was 

''^Baykov, ££, cit., p, 178, 

^3ibid, 

^^Ibld,, p, 179. 

I5ibld., p. 277. 
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centered on Improving quality, and not so much emphasis 

was placed on quantity. 

Thus in the Soviet Union the changes of industry 

were mainly changes of control and consolidation. The 

socialization of industry had almost been completed by 

1933, and no major changes such as the urban communes of 

China.were instigated in Russia from 1933-37. 

China—Description. 1958-1962 

In Communist China factory managers have had a 

large amount of freedom in determining concrete production 

policies at the level of the business enterprise.1^ This 

practice is In contrast to the early and middle 1930's 

in Russia where factory managers made few decisions them

selves, especially as functional management reached its 

peak in 1933 and 1934, 

In 1958 "The Great Leap Forward" called forth 

a policy of "walking with two legsj' which was largely 

an encouragement of indigenous methods of production 

and labor-intensive investment projects.̂ ''' As a result 

of this policy a large number of small labor-intensive 

"'"Franz Schurmann, "China's 'New Econoriic Policy' — 
Transition of Beginning," Industrial Develorr.ent in Cor-
m.unist China, ed. Li Choh-Ming (New York: Fredrick A. 
Praeger, 1965), p. 66. 

'̂ Chao Kung, "Economic Aftermath of the Great 
Leap Forward in Communist China," Asian Survê -, IV (May, 
1964), p. 851. 
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projects were undertaken. The most noted example was 

the large number of backyard blast furnaces built in 

1958 in a drive to Increase steel output. However these 

furnaces turned out very poor quality steel and many 

"dissolved into piles of mud and brick after a few 

rains,"^^ The rapid industrialization drive in 1958 

also resulted in a lack of inter-industry co-ordination, 

and bottlenecks developed rapidly in 1958 and 1959, 

In 1957 and 1958 the emphasis on "gross output 

value" as a primary goal was replaced by profit as the 

primary goal and guideline of industry,^ ̂  In 1961 with 

severe agricultural shortages in China the Communists 

began to devote more and more resources to agriculture 

and started a policy of de-emphasizing Industry. 

The most radical change in the industrial set-up 

in China during I958-1962 was the organization of urban 

communes. By June I96O, 52 million persons were members 

of these urban communal establishments.^^ A stimulus 

for the urban commune was the severe crop failure of 

i960 causing about 20 million urban workers to have to 

be shifted back to rural areas in order to try to increase 

agricultural production. This shift required the 

^^Ibid, 

1 9 
Schurmann, loc. cit. 

20 Cheng Chu-yuan, a£. cit., p. 78. 
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establishment of welfare facilities to socialize house

work in order to release the Chinese women to work in 

factories to replace the workers migrating back to the 

countryside,^^ 

The communes contained from 50,000 to 300,000 

members. They were established in order 

to serve as a tool for the reform of old cities and 
establishment of the new socialist cities; as an 
overall organizer of the production, exchange, dis
tribution, and welfare of the people; and as a social 
organization where workers, peasants, merchants, 
students, and soldiers are co-ordinated with each 
other and where government and commune authorities 
are integrated into one unit.22 

The urban communes met with much less resistance 

than the rural communes discussed in the next section. 

The urban communes were more stable, probably because 

they were less radical in their break from tradition. 

Thus in the Second Plan industrial institutional develop

ments were far more diverse and radical than in the Soviet 

Union under her Second Plan, 

Agriculture 

The Soviet Union—Description, 1933-1937 

As in industry the Soviets made no radical changes 

in the Second Five-Year Plan. During the Plan they Issued 

a set of regulations for the artels. 

^hbld. 

^^Ibld,, p, 79. 
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(1 ) The land occupied by the artel is the property 
of the people and State; it is conferred on the artel 
for permanent use lr,e, forever, and is neither to be 
sold, nor can it be leased by the artel, 

(2) Limits of from one-fourth to one hectare are 
set on personal allotments, 

(3) The rights of collective farmers to own live
stock for their personal use is extended and more 
precisely defined, 

(4) Some old kulaks or their families are now ad
mitted to the artel, 

(5) The members are to be safeguarded against arbi
trary expulsion of members by collective farm manage
ment , 

(6) The Kolhozy management's rights and obligations 
are specifically laid down.23 

During this period around 90 per cent of the marketable 

grain of the collectives went to the State as payment 

for MTS work. In 1937, 93 per cent of peasant house

holds were in collectives; the collectives were in control 

of 94,1 per cent of all the sown area; there were 245.4 

thousand collectives; and state farms and collectives to

gether accounted for 98.5 per cent of farm income.24 

The MTS numbered 5,8l8 in 1937 and had 365.8 

thousand tractors.^5 The state farms in 1938 nuzibered 

3,922, had 1,319.2 workers as an average, contained 

4,030.6 million hectares, and owned 85,0 thousand 

^^Baykov, o^. cit,, pp, 309-310. 

^^Ibld., p. 315, 

25rbld., p. 331. 
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tractors.26 In 1936 some state farms were liquidated, 

and the land was turned over to collectives because of 

inefficiency. The state farms included specialized farms 

for animal breeding as well as grain growing. 

China—Description. 1953-1957 

Probably no particular aspect of the Communist 

Chinese economy has received more attention by the West

ern economists than the rural comm̂ une movement In 1958-

1959. Perhaps this attention is Justified because the 

plan was a radical departure on a grand scale from the 

traditional organization of Chinese agriculture. Russia 

had attempted a few commune type of farms in the 1920's, 

but they were a dismal failure. The Chinese did not 

experiment with the idea but implemented it quickly and 

with brutal force. 

The commune movement began in April 1953 when 27 
small agricultural cooperatives in Honan province 
began amalgamating their 9,369 households and formed 
the Sputnik Federated Co-Operatlve.27 

At this time there was no plan for further expansion. 

However, the movement began to gain speed rapidly in 1958 

as the movement was suddenly and without explanation 

expanded rapidly. By the end of 1958, 99 per cent of 

120 million peasant households were communized. "Instead 

26 Ibid., p. 333. 

27Kuo-Chun Chao, "The Organ iza t ion and Fv^.nction 
Of The P e o o l e ' s Communes," Conte-porar.-/ Chir.a. ed. E. 
S t u a r t Ki rby , I I I (1958-1959) , p . 131 . 
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of the 740,000 collectives with an average of about 160 

households, there are now about 24,000 people's communes, 

averaging over 5,000 households each.28 

The women of the rural areas were "liberated" 

by the communes. 

The very young and very old are segrê rated and are 
looked after by public institutions. ~The working 
population is organized into quasi-military forma
tions. Women are liberated to work by public mess-
halls and even communal living in barracks.29 

The idea of the commune was appealing to economic ef

ficiency. 

In an economic context the commune represents a form 
of labor organization which trancends all occupa
tional lines and sex differences, and is perhaps one 
of the most effective instruments in the exploitation 
of labor that man has yet devised. Labor can be 
employed at any place and on any Job for an average 
of twelve working hours a day and will therefore 
be employed in this manner as long as the last man 
hour spent yields, in the opinion of the adminis
trators, more than it costs and as long as it is 
physically possible and politically safe to do so.30 

The original aims of the communes included the 

following items: 

(1) transition from collective ownership by the whole 
people and transition from socialism to communism, 

(2) transition from each according to his work to 
each according to his need. 

28 Ibid, 

^^Yuan-li Wu, "The Economic Challenge of Comm'unist 
China," Contemporary China, ed, E, Stuart Kirby, III 
(1958-1959), P. 47. 

30lbid. 
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(3) elimination of differences between town and 
country and between worker and peasant, 

(4) and elimination of differences between head and 
hand labor.•̂ ' 

By i960 the problems of the communes forced most of the 

above alms to be abandoned, and some basic changes were 

made. 

(1) Ownership was transferred from commune level to 
smaller production brigades. 

(2) The unit of accounting was transferred from pro
duction brigades to smaller production teams. 

(3) There were to be more private plots. 

(4) A free market was opened and has since flourished, 

(5) Commune industry was reduced, 

(6) Wages were to be not less than 70 per cent of 
total payment and over production payments were to 
be made, 

(7) Unified distribution was carried out within 
production teams in places and in production brig
ades in others,32 

Originally wages were paid on a monthly basis 

on a half-wage and half-supply system. The family as a 

unit was originally scheduled for elimination, and the 

separate units of township and cooperative were merged.32 

As was indicated above radical changes took place after 

31 Ronald Cheng, "Changes in the Rural People's 
Communes," Contemporary China, ed. E, Stuart Kirby, V 
(1961-1962), p, 91. 

^^IMd., pp. 92-96. 

33cheng .Chu-yuan, a£. cit,, p. 39. 
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1959 when the dismal crops of 1959 and i960 showed that 

the communes were much too great a break from traditional 

institutions. 

In September I962 the Communist Party's Central 

Committee made the statement, 

mobilize and concentrate the strenecth of the whole 
Party and the whole nation in an active way to -ive 
agriculture,., every possible material, technical, 
and financial aid as well as aid in the fields of 
leadership and personnel,34 

This statement followed the beginning of a further re

treat from previous policy in 1961 when the Central Com

mittee had stated that "readjustment, consolidation, 

substantiation, and improvement" in all phases of the 

economy was needed,35 

The years of I96O-63 became worse and worse. 

An indication of the severity of the food problem is 

found in the fact that the Hong Kong Post Office handled 

820,000 food parcels going to Red China in 1959, but in 

i960 the total amounted to 3.7 million and in 1961 2.6 

million.3° "The picture of these starving masses on the 

Chinese mainland is so terrible as to almost defy the 

imagimation of those living outside the bamboo curtain."-^' 

Stanley Karnow, "How Communist Econoiiics Failed 
in China," Fortune, LXVII (July, 1963), p. 155. 

35wu, "Industrial Development in China," p. 173. 

Cheng Chu-yuan, a£. cit., p. 147. 

3'̂ Ibid. 



129 

A Comparison 

The contrasts in the institutional framework 

developed under the Second Plans are mostly self-evident. 

The main aspect to note is the communal movem.ents in 

China contrasted to a development of existing institu

tions in Russia. The Chinese in their Second Plan period 

made large deviations from the previous Soviet experience. 



CHAPTER V I I I 

SUMxMARY AND CONCLUSIONS 

Summ.arv 

Chapter One begins with a discussion of the pur

pose, scope, and limitations of the thesis. The purpose 

is to compare the progress of Communist China and the 

U.S.S.R. from the time of the communist take-overs to 

the end of their Second Five-Year Plans. The thesis 

emphasizes the Chinese experience. Also emphasis is 

placed on the plan eras. Limitations include the ex

clusion of marketing and financial institutional changes, 

the limitation of statistics, and the limitation to only 

the economic realm. 

Also in Chapter One the basic communist obsession 

of growth is discussed. The problem of measuring eco

nomic growth is one which plagues economists. Economic 

growth is usually defined as an increase in real per 

capita Gross National Product, In Communist China and 

Soviet Russia measuring economic growth is complicated 

by the fact that statistics in these nations are often 

incomplete and misleading. 

In Chapter Two the Communist growth strategies 
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are examined. The communists' attempt to construct con

crete growth policies is greatly influenced by the writings 

of Marx and Lenin, The Chinese strategy was very similar 

to the Soviet prescription until 1957 when the Chinese 

deviated from the Soviet course as the Chinese began their 

"Great Leap Forward", The strategy of the Soviets emerged 

from heated debates in the 1920's. The final strategy 

was that of placing emphasis on heavy industry. This 

position of emphasizing heavy industry was developed by 

E. A. Preobranzkenskli and was known as the Leftist po

sition. The basic Leftist position was modified slightly 

by Stalin as he applied the strategy to the Soviet economy. 

Chapter Three is a note on some demographic and 

geographic aspects of the two nations. A comparison 

indicates that in 1917 in Russia the population was much 

smaller and more urban than China's in 1949. The land 

area and arable land in the U.S.S.R. is greater than 

China's, and the natural resources of the Soviet Union 

are probably the richest in the world. 

Chapter Four compares the two nations as each 

became communist. The Soviet Union was more industrial

ized in 1917 than China was in 1949. Both nations were 

not highly developed, but the U.S.S.R. had a better base 

with which to start communism. 
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In Chapter Five the pre-plan eras are studied. 

The Soviets took about ten years to get their economy 

ready for the First Plan while the Chinese needed only 

three. The Soviet Union was still in World War I in 

1917, and also they had to fight a civil war after they 

took over. The Chinese did not face either of these 

problems though they did take over a war-torn economy 

in 1949. Thus the return to normalcy was accomplished 

more quickly and with less difficulty by the Chinese 

Communists. 

Chapter Six is a look at the two nations during 

their First Five-Year Plans. During these plans the 

national income and industrial production of both nations 

increased by significant amounts. Agricultural production 

went up slightly in China, but in the Soviet Union agri

culture suffered-setbacks during the First Plan. Roth 

nations were almost completely socialized by the end of 

the First Plans. 

Chapter Seven is a study only of institutional 

developments during the Second Plan periods of both coun

tries. In the U.S.S.R. the changes were largely exten

sions of previous policies, while in China urban and rural 

commune movements greatly changed the Institutional frame

work in China, especially in agriculture. However, the 

Chinese made a retreat from the rural comm̂ une movement 

in the later years of their Second Flve-Year Plan. 
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Conclusions 

Few concrete conclusions or evaluations can be 

made about the relative performances of these two economies 

during the periods covered by this thesis with the data 

contained in this study. All that is possible Is to get 

a clearer and more concise picture of some of the key 

economic events and changes that took place. With the 

imperfect knowledge and data available for this study, 

unfortunately the conclusions that are possible become 

limited and rather imprecise. However, the data that 

are available do shed some light on the results of com

munism, and thus at least some Informed opinions are 

possible. 

In the chapters that have sections devoted to 

comparisons an attempt has already been made to give the 

reader some idea as to the relative performances of the 

two economies. All that is attempted In the concluding 

paragraphs of this chapter is to point out some of the 

more vital aspects of this study along with injecting 

a few ideas and considering some implications. 

In the industrial sector both nations performed 

very well In their First Plans. After normalcy was re

stored the emphasis placed on Industry, especially heavy 

Industry, paid large dividends. The Soviet Union con

tinued its Industrial progress through the Second Five-

Year Plan. However, China began to experience serious 
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industrial bottlenecks. Also agricultural problems hurt 

the performance of industry. The Chinese seemed to lose 

sight of some of the realities of economic life as they 

attempted to try to make the Chinese society conform to 

ideological concepts. 

National income showed rapid gains throughout 

the first two plans in Russia, China made impressive 

gains during the First Plan but once again experienced 

difficulties during the Second Plan. Since the statistics 

that are available for China are very scarce, the entire 

effect of the difficulties can not be gauged with any 

degree of precision. 

As for agriculture both economies have had many 

problems. The Soviets have never been able to get good 

performance from the agricultural sector. During tne 

First Plan China had more success, but the commune move

ment in 1957 and 1958 erased many of the gains in the 

agricultural sector. A retreat from the policies of 

"The Great Leap Forward" has helped restore agriculture 

back to a better productive level. 

During the early phases of communism in each 

nation China was able to work more quickly to restore 

normalcy because of several reasons. The Soviets r.ad 

to fight the First World War, and also taey had zo fi.--ht 

a civil war. China although taking over a war torn econ

omy was able to concentrate efforts immediately on economic 
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matters. Too, the Chinese Communists did not receive blame 

for the war-time controls placed on the people during 

the Civil War in China. The Nationalist government was 

blamed. In the Soviet Union the communists were forced 

to deal harshly with the people in order to win the war 

and thus lost much of their confidence. 

/ A striking feature of the problems of both na

tions is that many of the difficulties seem to come from 

the often unquestioned devotion to Ideological beliefs. 

Each nation has from time to time prescribed policy that 

was not based on economic need or rationality but on 

adherence to a dogmatic creed'i If the communists could 

ever remove this ideological adherence and attempt to 

operate a command economy on a more pragmatic basis 

then the results would certainly improve. Of course 

to some extent every economy has a similar problem. 

Probably the most Important lesson that can be 

derived from a study of the development of Communist 

China and the Soviet Union is the fact that other under

developed nations can benefit from the mistakes and suc

cesses of the two nations. Just as China learned from 

the Soviet Union the other underdeveloped nations can 

learn from both China and the U.S.S.R. 

The developed nations can also benefit by observ

ing the type of aid that the Russians gave the Chinese. 

The biggest part of Soviet aid was in the form of training 
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and technical assistance. The payoff seems to have been 

large relative to the amount of aid given. The Western 

nations can certainly learn from observing the results 

obtained from Soviet aid and gear their aid programs to 

fit more closely the Soviet model. 

Thus all that one can do is to study the avS,liable 

facts and try to build some concepts and policies that 

will bypass some mistakes made by these two nations and 

also follow some of the successes attained by these two 

communist countries that have attempted to overcome eco

nomic underdevelopment with command economies. 
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