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REVIEWS 2 YEARS OF RUMANIAR ECONONY
PRIOR PO FIVE-YEAR INVESTMENT PLAN

R. Saveanu

The investment plan constitute- one of the most important parts of the Five-
Year Plan, The plan yrovides for the investment of 1,330,000,000,000 lei in the
$htire econmy of the RPR (Rumanian Peoples' Republic) during the period 1951 -
1955. As a result of these investments s the basic funds of industry will be
nearly doubled. This means that, as progress in the realization of the pian con-
tinues, an increasingly larger share of production will be supplied by new enter..
Prises created during the period of the Five-Year Plan. . .

In 1949, investments amounted to only 110 billion lei, but in 1950 they ex-
ceeded 161 billion. In 1951, they will exceed 193 billion and, in the lagt year !
of the Five-Year Plan, they will reach 320 billion lei (computed on the basis of
1950 prices).

Thus 1t becomes obvious that the realization of the production plar and of
the necessary cultural activities will be increasingly conditioned by the execu-
tion of the Investment Policy prescribed by the Five-Year Plan, .

This is why it is a migtake to attach more importance to the production plan
than to the investment plan, vhich 1s unjustly assumed to be of only "secondary
importance.” It should not be forgotten that tomorrow's rroduction is dependent
on the realization of the investment plan today.

Gains Du.ri_ng 1222 - 1950

Dring 2 years of Planned labor, the lsbor foree of Rumanian econcmy has 1a- E
creased. Our workers have learned to manage our soclalist enterprises by pn- 5
Quainting themselves with the achievements and advanced working methods of the -
Soviet Unicn, Froof of this was the 100 percent increase in the industriel pro-
duction of 1949 and 1950 (over that of 1548) which easily exceeds the highest
level of industrial production ever achieved in Rumania prior to 1938.
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Hew branchen of industry, such ag machine building and the elecirizal inldui-
try, vere createc. Iarge quartit.as of machincry of high quulity heve bee: mep-
ufactured,

The technological exhibit in the o)l of 1950 demonstrated the rarid dewvel-
opment of the rew industries. Hew types of machine tools menufactured Zor tue
firet time in the RPR, such as lerge parallel lathes, horizontal boring machines,
machines for marwfacturing bearings, polishing machines, sheet-metel cuttzry,
electric motors and transformers » eampressors, tractors, trackless trolleys, aad
equipment for the mining and oil industries vere displayed. Large invewiments
were made to assure the mapufacturing of such machimery by industry., During 1540
and 1950, over 270 billicn led were invested in the national ec~nomy.

The 1949 investments bave tripled and the 1950 investments are L.5 times
ag large as those of 1948. The contimous expension of the nationel inrome
(waich during 1549 increased by 25 percent) has permitted the azcwmlations
and invesiment of large amounts of capital.

Need for Modernmization of Enterprises

One of the most important and urgent tasks is The completion and modermiza-
tion of existing entermrises. The older factories were equipped with antiqueted
machinery. One of their worst features wes the almost complete lack of coordi-
nation between the productive capacitiec of the various sections of the seme en-
terprice. Hence , the need for investments Lo tring about the aligmment or the
Productive capacities of the verious sections with that of the most advanced ong,
thue eliminating, to a considershle extent ; the deficiencies in production which .
preventad a genersl increase in the mroductivity of our socislist industries.

Anotter bad feature of nationslized industry was the large number of small )
nonspecialized, scattered, and poorly equipped industriel enterprises producing
miscellaneous items and suffering from low labor productivity. To correct these
features, especially in 1949, & part of the nvestment was devoted to the 20n80l~
idation of these amall enterprises inte medium-sized or large industries. ‘The
situstion in the electrotechrical industry where 50 smsll semiinfustrial enter-
Prises were consolidated into 15 large factories, whose cver-all produciion in
1950 exceeded that of the individusi erterprises in 1946 by 700 percent , is
characteristic.

The mmber of industrial units completed and put into operatior wes even
bigher in 1950 then in 1949. Tuey include: +the Ovidiu T and Crainicel-Valivg
central electric power stations with total power of 13,300 kilovatcs, the Falati~-
Braila and the Cluj~Campia Turzii high-tension electric csbles systems, #he Arad
Vietoris Machine-Tool Factory, oil refining igstallettrne the Saros-Zhimba zes
Pipeline, a Vvlast furnace (reconstmcted) and four Biemens Martin furnemes, =
steel rolling mill, a processing station for nonferrous ainerals. an independent
section for the manufacture of machine bearings at the Rasnov Machine-@ol Fac~
tory, two plants for the mami€acture of electrolytic czaustic soda, a plaat for
the namufacture of phenol and synthetic resins and ore for sodium bichromate , B
cement factory, four spiming mills with 26,500 spindles, six sawnills, silos
and ‘granaries for the storage of ceresls with a total cepaclty of 160,000 tons 3
the Piatra Neamt-Pangarati railroad line, and the Arges River Dam for the
Bucharest water supply.

Investment FPlan Weukneasss

Althovgh the investument year plans were surpsssed by 22 percent in 1949 and
by 5 percent in 1950, they were not always carried out in accordance with prow-
visions.
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Certain construction exceeded the preseribed volume {in cases wkere the groj-
ects were alry dy in orogress); othey industrinl units vare completed and out
into operaticn either on or ahead of schedule. There were aleo instunces ig
which the prescribaq volume of construetion was not fulfilled cr in whicn the
indvstrial units were not put irto operation in gceordance with tle schedule ege
tablished by the plan,

In certain instances, thege failures prevented certain branches of Rumanisn
industry from fulfilling the requirements set by the plan. An example is whe
case of coal-mining operations and *he construction of homes for coal miners in
which the produection plan was only 96 percent fulfilled. Another was the delay
in constru ting the lignite Procegsing plante (due to the failure of the Steeus
Rosie (Red Star) Works to deliver the necessary machinery on time) which resulted
in failure o fulfill the production Plan fir processed coal.

The failure to accomplish on time the acheduled construction at the Textila
Grivita (Grevita Textile) Factory resulted inm the nonfulfiliment of the plan for
uncombed wool » end the failure %o complete the econstruction of the electric power
station at Baia Mare Vas responsible for the decline in production of several in-
dustries for lack of electric energy.

Several industrial units constructed were defective, due efther to the com~
Plexity of the roject or to arrors in nlannipg or execution s With the following
effects: (1) long delays in. DPuklieg - théap. units into oreration due to the
necessity of rebullding the defective sections; (2) additionsl expenses. for ro-
construction work; (3) increases in the cost of investments,a-ud’!xr'cmn‘pnne‘
(4) aLrficulties in fulfilling tHe requirements of the production plan, 0

The metal hoist tower at the Baia Sprie mines, manufactureq by the Vulcam
Factory, had to be repaired before it could operate at maximum efficiency.

There were also deficiencies in the execution of several legs important grog
ects whose construction would, nevertheless, have been of assistance to tue -
Proper functioning of the respective enterprises. Such wag the case of the abaa-
doned project for supplying the Otelul Rosu (Red Steel) Works with drinking water.

Both in 19459 and in 1950, imre.stment Plans showed g eontimious rige from

the first to the lasgt quarter, as follows: : .
Year lst Qu 24 Qu 3 Qqu 4th Qu Total
1549 w9 16.4 23.0 537 ‘0.0
1950 12.2 22.5 28.5 36.8 100.0

The ebrupt decline in the number of Projects completed Quring the first
quarter of 1950 (in comparison with the fourth quarter of 1949) indicated bhat
greater efforts were required during the next three quarters to mske up for the
lar  Auring the first, Since the requirements of the investment plan were ex.-
ceeded during 1950, this indicates that a larger number of projects could have
been executed had the deficiencies Tesponsible for the ay_secigble quarterly dis-
¢repancies been remedied in time.

-3-
——

, ) o . _5
il Sanitized Copy Approved for Release 2011/10/06 : CIA-RDP80-00809A000700060387



Sanitized Copy Approved for Release 2011/10/06 : CIA-RDP80-00809A000700060387-5
[

- STAT

However, prcgress in 1950 was better than in 1989, and this 15 indicabive
of the succe~sfvl efferts of the comstruction Iindugtry to overcome iis seisonal
character. Therstore, 1t way be concluded that theae efforts have achieved i

least & limited, 1f gti2l insufficient, degree of success.

It i8 necessary, hovever, to make s detailed analyeig of the deficiencina
observed in the planning and execution of investments during the first 2 vesrs
of ocur planned economy in order to avoid theiy recurrence during the Pive-Year

Plan.
Need for Changes

One of the remsons for changes in the investment plans was the failure of
certaln enterprises to submit Plans and estimates for their construction projects
at the time the investment plans were first drawn up.

Occasionally large sums for construction work were allocated to enterprises
yrior to the submission of specifie rrojects. At a later date, when the spacific
need of an industry became erystallized, it often happened that the allocated
funds were insufficient for the exscution of the projects, or that they were too
plentiful, in which case the enterprise tried, within the limits of the *garplus”
funds, to execute uther projetts which, frequently, were neither urgent nor es-
sential. Occasionally, materials ; lebor, and funds were invested in certain
branches of industry when they could have been used more effectively in others.

Por instuace, in 1949, the former Petrolifera Muntenia requesting an allo-
cavion of 13 million lei, submitted estimatesfi#nine lmﬁmojectsmmting to
15.5 million lei but hoped that sufficient economies might be made to assure the
completion of all of the projects under the 13 million lei appropriation,

In other instances, projects were submitted which could not possibly have
been completed vwithin a year, either because they were toc elasorate, or because
the plants involved were not yet completed or organized, Thms, the General Iron
end Steel Directorate submitted a progect sor clagsifying end stocking minerals

at the Junedoara Iron and Steel Combine , vhich had to be removed from the plan
as premature. '

Certain enterprises showed a tendency willfully to underestimate the megni-
tude of the construction vrojects they submitted.

A number of changes had to be made in the plan for 1951 because certair en-
terprises did not submit plans and estimates €ur their projects in time.

The failure to submit specific estimates and plans when the plan was drewn "
up resulted, in 1951, in overestimating the magnitude. of certain projects and v
in underestimating certain others necessitating subsequent corrections in the
Plen which generally increased the number of investments as well as the number of
rrospective projects. ’

Those who try to obtain funds by willfully¢nderestimating the cost of a proj-
ect on the asswuption that once started it will have o be completed, misunder-

stand the best interests of their enterprise or section, and hurt the interests
of our industry as & whole.

Fuch procedures were not infrequently used during the plan years 1949 and
1950, For example, the estimate submitted for the construction of two overhead
tramling cranes at Galati 7 Noembrie Plant, Andigatad o total construction cost
of 5 million lei although it was known even £o the Central Directorate that the
estimate was much too low. Indeed, the actual cost of the overhead traveling
cranes amounted to 12 millicn lei, necessitating an increase in the fnds ,’imx.zi-
tially allocated for this project. *
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The submitting of detailed rlans and estimates for prospective prujects he-
fore the plan is werked out in detail would eliminate the possibility of ovar-
estimating or underestimating the cost of the yrojects, and prevent 211 unfavor-
atle conseguences.

The need for making frequent alterations ia the plan, Zor reasons eirendy
indicated, or because of the necessity for incorporating cextaln new tarks which

become apparent only in the course of its exeoution, has prevented the corpletion
of certein econstruction projects. :

P the invesiment plan forees a dispersion of construetion and finon-.

clal efforts, of trained Personnel, and of construction materials. Undertalding
the construction of more rroJects than is warranted by the supply of materials,

maupower, etc., will, naturally, result in shortages ard delays in their execu=
tion. .

Soviet experience teacies that the construction effort must be concentrated
on o small muber of important projects ; thus expediting their execution. If too
meny construction projects are undertaken st one time, the supply of labor amd
materials will have to be dispersed, thus iowering the general productivity of
labor. It is necessary to resist the tendency to disperse owr funds sad supplies,
vhich bring about a senselesgs freezing of invested capital.

In connection with the question of concentrating construction efforts on s
limited number of ob jectives » &n example may be cited from the work of itke period
of implementation of the Five-Year Plan. A certain department peoposed the con-
struction of two schools which had to be completed in 2 years. It would have
been more sensible to have suggested beginning construction work on one schooi
only. This school could dmwe been completed and ojened at the end of one Year.
The second could have been built in the next year.

One of our serious difficulties in the Pleld of investment planning has been
the lack of experience in this field, and *n the planning of the national @COLOmY,

Tre investment plan hag not always beem-gpecific,in assignlng tasks. Sincz
the sectlon of the plan providing scheduler for the campletion of various prej-
ects wes not prepared before the second quarter of 1950, substantisl delays

occurred in the completion of several rrojects, at least in part due to the fail-
ure to assign deadlines.

An obstacle to the realization of the investment Plan hag been the failure
t0 classify investments sccording to their importance for the respective brancnes
of our industry. In addition > there is a lack of adequate leglslation for es- ¢
tablishing a system which wouid classify investmerts, according to methods of
finaneing, into centralized and decentralized investments , and further subdivide
the centralized investments according to their actual importance. There is also
& need for legislation to establish methods for finaneing noncentralized invest-

ments, major repair projects, etc., and to provide competent organs for approving
these investments.

Due to the absence of a classification system, investments ranging from
several thousand lei to several billion were ipdiscriminately included in the i
plan. |

This led to excessive cemtralization sirdce every change in the plan, no
matter how trivial, hed to be approved by the Council of Ministers, becsuse the
State Plan is a law and no amendments can be made vithow: the approval of the :
Council of Ministers. ®
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This deficiency will be remedied by establishing certain criteria based on

the importance of the projects and esteblished for all branches of indusiry.
Projects fulfilling requirements will be lipted separately in the plan; others,
vwhich do not ueat requirements will " e listed collectively,

The delsy in launching the elgo delayed the allocation of funds to ver-
ious enterprizes and i turn to ﬁ:nvt:i-ou. _ye» ta. themselves, which resulted in
delays in the beginning of work om. - PIUJeets; 1n the orgapisation O I 4
the acquisition of materis.., stor ¥ POIICER; ¢ T

to the various mrojects early in Jamary 1951.

Elaboration of the investment plan prior to the receipi of detailed plans
and estimates for prospective projects constituted the main deficiency iz the
work of investnent planning.

The lack of deteiled prlans had a negative effect on the fullfillment of “he
investment plan since it revented or delayed the beginning of construction work.
This is the reason for the slow start in t

he execution of the investment plan in
the first quarter of the Rlan year.

In ingtances where detailed Plang were submitted, work on mojects proceeded
smoothly, and in the case of Yong-range projects, the requirements of the invess-
ment plan were actuslly exceeded. Examples are the main construction work = tke

Sovrommetal Resits Works, at the Morbesd HydrBelsefmpg Fower Htetion, We caguc-
tion of main natural gas conduits, ete. .

In cageswhere insufficiently detailed plans ‘vere submitt
as in the case of the Funedoara Iron and Steel Coubine,
the electrotechnicsl. industry, and in other instances.

ed, work wes delayed,
in certain branches of

To cope with the tasks prescrived by the industrializat
it wus necessary to establish ingtitutes,
Paring and eleborating projects.

ion of the eountry,
directorates, and services Tor pre-

Thus, at the beginning of 1949, the first IPT (Institute of Industrial Pipy.
ning) was established under the Ministry of Metallurgical and Chemical Industries,
to be followed, during the second half of 1949, by the IPC (Institute of Jop~
struction Pl=nning} which wms Placed under the guidance of the Ministry of Con~
struction. During the second half of 1999, there were alsoc established the ISPR
{Institute or Erergy Studies and Planning of the Minista% of Electric Eper

&)
and the IFF (Institute of Porestry Planm_ng), of the Ministry of Silvieulture.

Trese institutes, together with the Directorate of Studies and Planning of

the CFR (Rumsnian Railrceds), were entrustdd with the task of drawing up plans

for ths great majority of the large and small industrial mrojects called for by
our investment plan.

The plans had to be completed during the first few months of <he year,
which accounts for the great amount of work performed by new planning Lnstitwies.
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The firss achisvement of the institutes, a schedule for the completioa of
projects on the basis of the'r aweeney as prencribed by the inve.tment and wvem..
struction pleng, war completed in Februsry 1950.

Decision of 20 D=tober 1950

The governmeni of th: Rumanian People's Republic, in order to mee: new co-
mauds arising from the necessity of fulfilling the tasks prescribed by the Mve-
Year Plan, and to assure the most propitious conditions for the periormance of
planning activitias and the improvement of their quality, has edopted a series
of zoncrete measures in its decision of 20 October 1950,

The decisior provides for the establishmernt of comprehensive planning orgune
izations to muke pians for new factories and the reconstruction of existing ones,
and also provides for the establighment of epeciniized planning organdrzations Por
the construction of cormon projects, i.e., bridges, higaways, railroads, dems,
machines, public buildings, sl nthers.

To avold a leck of codrdiastion in instances where several parts of apmoy-
ect are dvawm up by different specialized planning orgenizaticns,the d@eision
prescribes thst a comprebensive Planning organization coerdinate, verify, end
collect alli the partial plans and sssume the responsiblitity for the finsl dresi-
ing up of the over-all plan for the oroject.

The decision also requires that ministries pay speclal attention to %the
activities of the planning buresus of the various enterprises, api especiadly
to the burezus of the machine-bullding enterprises to encourage the individupl
planning of sachines by +ne Plants in which they will be built, since planning
is much facilitated by the accurmlated experience of the enterprises. Tc assure
an incressed volume of vlanning operations ; the existing planning organizasions
are strengthened and new specialized planning organizations are established for
the main industrial branches.

The important provisions of the decision of the Council of Miaiatere cor.
cerning the improvement of labor in the rlanning section demonstrate the irmei-
tance sttached by the government %o this field of activity and give an oppor‘un-
ity to appreciate the repid progress in the field of planning.

In 1649, the draving up of plans for the projects scheduled for exscution
during 1950 was postponed wntil December 9kg. In contrast, the decisions of the
Ccuncil of Ministers of 23 May 1950 and 2 June 1950 adopted the necessary meag-
ures ior fineneing and scheduling the prospective projects and, consequently, the
plaming orgenizations started the preparation of plans for 1951 projects ag
early 4z Septesber 1950, The time thus gained was of great value to many eater-
Prises as it enubled them o submit many major projects for the approval of the
Councll of Miaistere as early as Janunry end February. We now also have more
time to formulate projects scheduled for 19525 thus, the plan for 1952 will be
drswn wp on the basis of detalled plhns and estimates.

Yhe impcrbant successes obtained thus far by planning orgenizetions shoul
not oversiadow the Ffach that their work has been deficient in many respecis,
Somz of these deficiencles could have been, at least partly, avoided and some
of those entrusted with the formulation of the Plars could have assmned & noxe
responsible attitude tovards their work.

Thus the basic problems of certain projects sre not ful’ 7 studled and thers
are instances when the prospective projects are submitted in a most sketetyr man.
ner by the prospective beneficiaries. Occasionally the solution of the vroblemns
of water apd eleciric supply is neglected; in other instances, no solutions sre
offered for the problems of transportation of raw materisls and finished prcts.

-7-
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For ingtauce, - - o Ject wns submitted for the construction of refrigeracion
Plants ot Tarma o i > aad Talzea (the Tuloes rvefrigeratior plarts consi-

' tuting a major project) but the uestion of electric supply wns neglected and
the refrigerction plants remained inoperative for lack of electricity. The
Harnicia 041 Refinery is in the same Drediecament.

A garage ior RATA (Motor Vehicle Departrient) wes constructed at Dava in 1049
but no provision was made for the ingtellation of the necessary plumbing.

Ir certain cases, the nature of the terrain w.3 not properly studied. For
example, the fovandations of the workers' homes at Sovrarmetal and Ctelul Rosu
were laid in mershiand. At the Hunedoara Iron and Steel Combine, an eni.‘ne shed
was constructed nn soft growd. As g result, cracks were soon cbserved in +the
structure of the construction. Similarly, the foundations of the workers' homes
at Otelul Rosu had o be abandoned and censtruction started elsewhere. Like-
wise, the Boraa-Balberi Sawmill wes located in a swWanp area.

Alro there were's muber of incomnlete or incorrectly prepared plans for
Drojects. The latter sltuation is especially serious since deficient plans lead
to changes, revisions » demolition of construction, increased construction costs »
and delays ir putting the completed Projects into operation, thus upsetting the
schedule and provisions of the preduction plan, which requires compietion of

The case of the sodium bichromate plant planned by IPRO-CHIM (Instiiite of
Chemical Plamning) is of interest. This plant was begun without first coordi-
nating the various plans submitted for its separate sections. This lack of co-
ordination resulted in defective construction which caused postpcnement of oper-
ations for 6 monmths. This aelay upset the entire production plan and necesgis
tated inecreased inports of sodium bichromate.

Questions of economy are cccasionally disregarded in construction work.
Thus large congtructions utilized scarce material instead of those more reedily
availablie. Exmmples of unecessarily massive constructions are the canteen of
the Ploesti 1 Mai Plent, and cultural bulldings of the Arad and Tar, ires re-
frigeration Plants, where the buildings will be surrounded by concrete fences
despite the fact that brick or other materials could have been used to save ce-
ment .

There is also the case of the Dorobanti-Tasaul railroad line connected with
the construction of the Denube -Black Sea Cansl. The cost of this line cowld have
been reduced by one miilion lei without affecting its operating capacity., This
éconony could have been achieved s as suggested by the CSP [C-ommittee for Scien~
tific Pianndng?/ by curtailing service to two intermediate railroad stations s by
redueing the totalnumber of stations, and by adopting more economical types of
buildings, and finelly, by adopting & simple but adequate system of traffic sig-
nals more gultable for the rojected line.

Tt is necessary to oppose strongly the tendency of certain Plenrers who,
for so-called aesthetic reesons, overload constructions with unnecesssry and
expensive details which actually represent waste.

The lack of plaming or the submission of plans in installwemts has lad to
stuppages in constructfon work and to the inadequate construction of projects.

Thue the nlans for the Turde Cement Factory, planned by the ICRR {Institute
of Researchk and Flanning for Constructions), and for the Petrosani Merchandise
Depot, planned by IPSR (Institute for Soveom Constructions), were delivered afier
great delay and, in the case of the former, in irastallments. Likewise, the plang
for the minerals sorting scation at the Galati Christea HNicolae Plant, pianned
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by IPC (Institmte for Gonstruction Plenping), and at the Bucharest Timmpyd: ol

Flact, planned by IPL (Imsttehte Tor Indus -arial Flanning), were slso-sdbtoed

in installmects. Similarly, the plans for the Sofronie Abattoir, pl vy

Ceutrele Frigidu! (Cemtral Refiigerstion), and for the Campis Turzii Steel Rall-

ing Mil) and Steblworks were submdtted late or im Dmitnllrentts. quently,’ .
changes had to be made in the plans after construction work had & h‘ .

© mgt 2150 be mentliond! thas 1Y ¢hdcae O najor projects alternative pre-
limirary plans are not uiways submitbted regardless of the fact that there may
be more than ore solution to the game provlem. It is essential to submii sev-
eral alternative plans in order io glve the agencies charged with analysis of
the economic aspects of the Irojects an opportunity to avalunte the extent to
vwhich the solutions submitted by the planners are in agreement with current
politicel and economic objectives.

Positive Achievements of Workers

Construction projects have been started in all parts of the country. The
efforys of the construction workers are characterized by several positive
achievements, e.g., econamy brigedes have been established at every construction
project; laboraiories for testing materials have been installed at m& jor proj-
ects; economies haove been realized through the adoption of several new mechan-
ical devices; new equipment, such as collapsidle frames (Molnar type), collaps-
ible scaffolding (Boser type), & more economical system of insulatiog water pipes
(Bayos), mechines for bending pipes without heating, machines for straightening
nails, etc., are being used for *he First time.

A

L

Previous construction norms were exceeded by using advanced Soviet methods;
the productivity of labor wag increased , and reductions in construction costs
were obtained.

The experience gained in 19M9 - 1950 shows that it will be necessary to L
bursue energetically the struggle to eliminate daficiencies , to adopt Soviet \ 4
working methods wiversally, to raise the productivity of labor and lower con-
struction costs, to improve the quelity of construstion work and tc achieve sco-
nories at all construction projects, and finally, to reduce operating expenses
by improving the organization of construction projects and shortening the period %
of construction. X

p

Attention must be devoted primarily 4o the fulfillment of the tesk of pat~
ting the projects into operation on schedule , shortening the period of construc-
tion, and completing unfinished projects » 0 increase the sources of sociulist
accwmietion of our couniry.

No project on which work will be porformed during the curreant plan year
should be started without the previous approval » of competent technical organs,
and without considering over-all plans for the entire project. In addition,
full estimate of zosts must be prepared. Similarly, no construction project
should be started without e complete organization plan based on plans for the
entire project,

It is necessary to fulfill the projects plan for 1951 and begin the pre-
paration of plans of vrolects scheduled for 1952, so thet by 1 November 195L
~ all plans of the important projects for next year will have been coumpieted.

Contribution of Construction Industry

The communique of the Stette Planning Commission on the achievements of the
State Plan of ‘the Rumnnian People's Repudlic for 1950 reveals the magpitide of
the contribution made last year by the construction industry to the realizadion
of the investment plan. The commmnigue followe:
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"During 1950, construction projects amounting to 62 billion lei {or 40 per-
cent of the tolal investment fund) were completed. The other 60 percent were in-
vested in equipment and installations, means of transportetion, etc. Altlough a3
the Ministry of Constructions hes fulfilled its share of the plan for 1950, ex- Tuie

ceeding by 60 percent the volume of construction for 191&9, the general counstruc-
tion plan for 1950 was not fulfilled because.of delays in the completion of con-
struction performed by individual enterprises for their own use."

Hany important projects were not executed in accordance with the movigions
of the plan, or their completion was comsiderably delayed: for exmmple, the con-
struction of the cast-iron end steel prccessing plant , the moving of the forge
at the Bucharest 23 Augusta Workd, the construction of the forge, workshops, and
other projects at the Targoviste metalworks.

The conelusion which must be drawn from these observetions is that ithe ex-
scution of construction projecis must be entrusted to specialized construction
enterprises. This is especially true in the case of more slaborate and impors-
tant projects. Only the smaller projezts should be executed by the interesied
industrial enterprises themselves.

Moreover, specialized construction enterprises represant a superior type
of organization for they operate according to the principles of planned admin-
istration. These qualiifications are not met by the industrisl enterprises which
engege in their own comstruciion work. Therefore, all major construction prod-
ects must be performed only by specialiged construction enterprises whick have
adopted the principle of planned edminigtration.

The experience of the years 1949 and 1950 has shown that comstruction proj-
ects executed by industrial enterprises are usually completed behind schedule,
and, occasionally, are even ebandned after their construction hes begun. More-
over, the enterprises frequently violate the discipline of the plan by beglnning
work on projects without approved plans or estimates and, in cases whare finan-
cial difficulties are encountered, by tramsferring funds allotted for production
to construction, durlng the construction of the 2roject.

Experience has also shown that it was unwise to entrust the large corstruc-
tion enterprises of the Ministry of Constructions or Sovromconstructia with the
execution of inumerable small prolects. This forced tnese enterprises to devose
their efforts and construction capacity to a lerge number of small coustruction
projects scattered all over the country and resulted in delays in the compietion
of certeir projects snd the roncompletion of others.

The small projects must be entrusted to local construction companies or to
the 1uterested individual industrial enterprises, while the large coastruction
companies showld concentrate only on major projects thus avoiding the dispersion
of their comstruction capacity. '

The experience of 1950 hag taught us that Sovromeonstructia apd the General
Dirsevorate of Labor of the Ministry of Constructions have exceaded the require-
ments of their plans largely due to the fact that they execubed only imporiant
congiruction projects. The General Directorate of Constructions and Instelle~
tlons of the same ministry was unable to fulfill the requirements of its plan
due to the fact that it hed to disperse its labor force amd equipment over a
large mmber of small construction projects. This also prevented the Genercl
Dicectorate from properly supervising the execution of the projects.

The execution in 1950 of construction work amounting to €2 billion lei
(more than 50 percent higher than in 1949) represents a great schievemens.
Nevertheless, in the construction field, work has met with obstacles and suifered
from deficiencies which must be eliminated.
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The leck of complete plans for certain
of eonstruction work on the b

important projects and the beginning

%813 of partial plans only resulted in e defective
organization of* construction rojects.

The lack of e comprehensive plen for the
organization of construction projects leads to the defective organization of
labor and to the haphazard location of barracks ; yard instellations, and depota
for materials which must later be removed or rebullt. Thus, in 1950, work om the

. Lenin Hydroelectric Power Sta-
. tion was started before a comprehensive organization plan was prepared. This led
. to stoppages and cbstacles in the execution of the

Prelininary work on the proj-
ect.

The launching of any construction work, especlally large projects, before
comprehensive plans have been worked out must

be avoided. The lack of a ien
leads to delays in the execution of the project and to increases in cogts,

The supply of meterial
ive in 1950, thus preventi,
adopted in 1950, which r
& quota baged on the ngt

8 to various construction Projects was stlll defect-
ng continuous work on certain Yrojects. The system
ovides for the allocation of construction materials on
ure and number of projects executed by or for individual
industrial enterprises, represents e step forward from 1949, Since this system
was not rigorously

terprises hoarding materials while others were suffering sho:

was the case at Construction Enterprise No 24 in Targu-Mures .

A frequent, violation of the Provisions of +4e plan is the reallocation of
materials allotted for projects 1.

isted in the plan to Projects which are not in-
cluded therein.

During 1950, when the shortage of cement and tigber vas well known, certain

departments requested Permission to build new construction Projects, or actually
began work on them, on the grounds that their supply of cement and timber vas
ample to carry out the construction successfully. Thus y during the third quarter
of 1950, the Ministry of Health requested certain projects amounting to 100
million lei (the Comanegt-Bacau Hospital, the Coleptira Hospital, the Targu-Mures

. Polyclinic and Medicopharmaceutical Institute, etc.) on the grounds that it
Possessed the necessary materials for construction, while other construction proj-
ect6, . even some of the same ministry, were suffering from shortages of materials.

By allotting materials to projects not listed in the plan sericus violations
of the discipline of the .

lan are comnitted, and obstacles are laid in the peth
of socialist construction.

The supply field is generally most vulnersble to the attacks of the class
enemy wishing to sabotage the construction of socialism in our country. We mst
therefore be very cautious in this field. Lack of understanding and negligence
in the distribution of materials to the consumer are inexcusable offenses.

A fairly serious deficiency,
struction equipment, was the irrat
in Construction Enterprise No 9,
¥apacked for several months for ¢
the enterprise; at the seme time
shortage of this equipment.

which led during 1950 to a shortage of con- *
ional use of available equipment. For example,

at Cluj, & large nuzber of oscillators remained

he alleged reason that they were of no use to

s several construction enterprises suffered &

Similarly, Construction Enterprise No 3 used five trucks at the Cluj Elsc-
trocarbon Plant to transport maierials over average distances of only 500 meters ,
thus clearly using the vehicles in an irrational memzer .

211 -
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The equipnent received by enterprises from equipment ~manufacturing indug-
ries in our country and ebroad should be entrusted only to competent workers to
rrevent it from being damaged or rapldly worn cut, ag was the case in certain
metal and textile industries. The equipment should be distributed fairly snong
the various construction enterprises in accordance with the needs of each con-
struction project, giving rriority to the most important projects.

It i3 necessary to assure,
completion of the most important
80 that the completed projects ma

through the fair distribution of equipment, the
projects listed in the investment Pplan for 1951
Y be put into operation on schedule,

Defects To Be Avoided

Insofar as the quality of construction is conderned , there were certain

defects which could have been avolded. For instance, at the Livezi Harpiecia 011
Refinery, bullt by Construction Enterprise No 6 (Craiova), the basement of the
building is inveriably flooded. Likewise,

the conerete chimmey of the Turda Ce-
ment Factory constructed by Construction Enterprise No 3 settled on a slant and
had to pve straightened.

A serious deficiency is the failure to deliver
have serioug consequences in view of the
investment, and construction plans. Be

to deliver the equipment required by coal-processing stations op schedule, the
General Directorate for Coal wag unable to open the new coal-processing stetion
at Filipesti in 1950 as rrovided in the investment pPlan. Therefore, as a further
consequence, the production Plan for coal could not be fulfilled. This means
that coal from other parts of the country had to be delivered to the CFR thus

, reducing the supply for other industrial enterprises. This reduction in the

. supply of coal. in turn, adversely affacted the production of these enterprises,

equipment on time. Thig may
close coordination between production,
cause the Steaua Rosie Enterprise failed

This demonstrates the close correlation bvetween the various componeats of
the general state plan. It is therefore essen

tial to devote as much attenmtion
to the realization of the investment plan ag to the production plan, since in-
vestments represent the most important element for assuring the growth of in-
dustrial production.

This is why each enterprise must consider its Plan as an integral component
of the general state Plan and realize that the nonfulfiliment of its plan, in
all Particulars, will leed to the nonfulfiliment of the Plens of other industrieas.

The decision of the Council of Ministers,
zationel measures for assuring the successful a
Plan of the RPR, declares that:

discussing the necessary orgeni-
ccomplishment of the 1950 State

"It mst be clearly understocd by everybody that the State Plan is 2 col-
lective entity and that any delay, letdown, irregularity, or negiigence in any
of its components will bring about difficulties, delays, and deficlencies in

another component and thus constitute an impedinent to the realjization of the
Stute Plan."

Place of Contracts

The relationships and obldgations amo
in the realizat:ion of the State Plan are established by contracts. Coatracts
are u weapon in the struggle to agsure the quantitative and qualita’ive DAL~
ment of the economic plans in their entirety, since they assure the strengthen-
ing of socialist management os e means of directing our planned socislist eco~

nomy. Contracts also contribute to the stoagthening of the discipline of %he
plan, R ©
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The strict cbservance of all contracts will automatically lead to the elim-

ination of the deficiencies, and thus contribute to the effective realization of
the invertment plen.

Importance of Comtrol

An important prineiple of planned management i1s the establishment of & con-
trol apparatus for supervising tue exscution of the plan.

The principal task of the organs of control is the prevention of shorteges
by anticipating the factors which may cause work stoppages. During the execution
of control activities. attempts must be made to discover new reserwes which will
contribute to the develomment of the national economy, and practical methods mmst
be originated to assure the completion before schedule of the tasks set by the
Plan, in order to accelerate the production rhythm.

In addition to planning organs, to financial organs which control the finan-
cinl aspects of the plan, and to ministries and institutions, party and trade-

union organizetions, as well as the Dedple's councils, play an important part in
the control activities of the plan.

The control apparatus must concentrate its activities on those Ingenches -
which most directly influence the development of the national economy, 1l.e., the

branches producing rav materials and fuel » the metallurgical branch, the electric
energy branch, ete.

The problems of conrol are Paiiciilavy acute in Rumania where the absence
of a fully developed control apparatus occasicnally makes it difficult to super.
vise all branches of industry. Therefore, it is necessary that the control appa-
ratus concentrate its activities on the bagic branches of industry which detere
mine the successful development of the national economy.

Control mist be performed on the basis of stafistical data, as well as by
studying the progress of the project in the field.

One of our main shortcomings, during the execution of the investment plan
of 1949 - 1950, wms the inebllswy to form an edequate control apparatus.

In certain instances, planning directorates of the ministries, or the in-
vesiment services of the central directorates of departments, were unable to
control the execution of the investment plan at the site because they were in-
sufficiently staffed. Had the Ministry of Light Industry becn able to supervise
properly the execution of one of its main projects -- the Botosani textile
mill -- the high-caliber technical equipment sent to the mill would not have

been left to rust and the coustruction defects, which now hamper the work of the
mill, could have been avoided,

On the other hand, the Ministry of Metallurgical and Chemical Industries has
adopted = series of control measures the enforcement of which was entrusted to
the menaging staff and to agents of the investment services. The Ministry of
Metallurgical and Chemical Industries has revesled that, as a means of chemfiting
the progress of the execution of the plan, detailed charts, showing the achieve-
ments at vorious stages »f construction, were prepared by all conbrol sections.
It also revealed that certain general directorates (iron and steel , machine con-
struction, heavy industry) had prepared individual charts recording the progress

of irddwidnal orojects insofar as supp’y with equipment and ectusl construction
and inatellation wewksmes cancemypd,

[
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The technical comtrol apparatus of the
posed of only a handful of technicians, whic
for performing contral functions properly.
noticeable even in the cage Of certain organs of the State FPlanming Commission
entrusted with the Supervision of the execution of the Plan. The Investment
Division, which should have supervised the execution of the construction prog-
écts’ of the most important industries,

or at least of the most important proj-
ects, . performed but very few inspections in the. field during 1950,

Ministry of Constructions was com-
h was clearly ar insufficiert staff
The lark” of control activities was

ches of our industry, ana also for toe entire
national economy. Statistical data must also be used as a guide for future
Planning.

. For this reason, statisticel data must truly refiect the activities of in-
dustry. Such data must be compiled fait

hfully and accurately, but we rre still
weak in this respect. Collection of ace

urate data -- the basis of stavistical
operations -« is gti]] ineptly and slowly performed.

sufficiently accurate data since certain

se data in such a manner that different

figures actually represent the same information. The situation is aggravaled by
very infrequent intervals.

This lack of accuracy must be corrected since it deprives the guwiding or
central orgsns of a means of control, and often causes difficulties in planring,
For instance, the formlation of quarterly plans is hampered by insufficieat
knovledge of the stage of construction at a given time.

The anslysis of statistical date should lead to the discovery of the reasons
which prevent the realization of t

he plan and to the edoption of measures for
eliminating deficiencies and shortages which occur during construction.

The control apparatus entrusted with the realization o

f the investment plan
mst concern itself with the folloving tasks: (1)

assure the proper supply of

end the necessary arrangements will be made for rreventing
disruption of work during the winter mont

Tke control agencies must also take the necessary steps to bring about )
improvements in the quality of labor, (2) reduce actual construction costs below
the estimates, (3) more efficient socialist competitions, and (4) the general
adoption of the working methods used at leading construction Projects.

Special importance must be

paid to the task of increasing the speed of con-
struction thns putting the compl

eted projects into operation ahead of schedule.

The con’rol agencies must

also look for deficlencies inm the planning of pre j-
ects and discover superfluous

construction included in the Plan, so that they
may reccrmend their deletion from the projeet to the Proper authorities. T,
by elimineting superfluoug construction, control agencies will assure reduntions
in investaents. .

All these facts lead to the conclusion thet it is necessary to strengtten
owr contrcl of the tasks set by the investment plan and to spar the efforts of
all agercies entrusted with control functions) -The control apparatus must con-

centrate its activities on the key branches of the pationsl economy, on the key

-1 -
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enterprises of thess branches, anc

on the main construction rrojects parfesmed
for the benefit or thege enterprises. Finally, the control apparatus mist -ssure
the strict enforcement of the discipii

re of the vlan both in itg firanciel and
erastructicon aspecis.

b Plan may assume various forms. o pat-
ter which ®orm they assuue, however, the resul® is always the same -- they ed-

economic activity and, consequently, the
entire national econony,

One of the frequent violations of the
ning of comstruction work witho
timates from +tha P .
Soretimes, congtract] even on the basis of incomrlete plens, In
certein ceses thig infraction hag had

diseipline of the Plan is the cegiu-
ut firgt secwring the approval of plans and, ns--

Thus, the Geological Committee started construction op a large vorkshop

approval for its plang
Had approval been sought first, it ig likely that 2 beiter lo-
eation would have been chosen for the construetion of the workshops.

The Pioesti ) Mai Plant requested aprroval of pians and estimates for its
120 million Jei canteen (for which only 40 million were provided in the plan for
1950} only aster the tuilding wes nearly completed., Had-tre plans for trr proj-

ect been submitted earlier, certain changes would have been made waich would
have brought about substantial reductions in construction cosis.

The CFR hegan the sonstruction of the vaiting room of its ‘baggage stabion
in January 1950, although plans and estimates were not submitted for ayproval
until May 1550, Up to that time the

construction was financed in direct vio-
lation of the financial provisions of the investment plan,

Work on the workers' homes at Fili

pesti de Padure, which was begun in 1950
vithout previous approval, had to be de

layed for lack of sufficient funds,

Another form of violation of the digcipline of the Plan, and of the ziate,

ng of decisions of the Council of Ministere issued i1 conjunction
with the approvel of certain Projects. For example > & coal-burning central
heating system was auxthorized for the Comanesti Hospital » instead of an oil~

burning system originally requested by the Ministry of Health. Nevertheless,
the organs of the Mi

nistry of Health ignordd the order and ingtelled a central
heating system whign could consume only liquid fuel.

Ancther violation of the discipline of the

rlan 1is the system practiced by
certain enterpriges which,

at the end of the year, stock large quantities of
make large sdvance payments to suppliers and cone

This evehop leads, in the first Dlace, to the reporting of false dats since
stoeked materinls and Wdvance

bayments do not represent actusl constrruction achimve-
ments, and, in the second, to erronsous Planning, since the advance payments are
subtracted from the general allocatior for the actual construction werk whish ig

to be performed during *he following year cn the assumption that, the work hag ul-
resdy been done.

Thus, a smeller mumber of constructions than are actually necessary sre
planned, This leads to 8elays in the completion of certain projects. Juch was
the case at the CSH (Hunedoara Tron amd Steel School), the Buchwrest Republlua
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Wo=ks, the Rotosani Moldova Textile Mills » otc., which at the end of 1949 in-
cluded as actual accomplishments several tens of million lei given as advance
payment to several construction enterprises, and consequently, submitted smaller
estimates for the campletion of construction in 1950. As a consequence, the
plan provided only sufficlemt funds to complete a supposedly smaller mumber of
rrojects which led, in many instances, to delays and difficulties in their ex-
ecution, Vioclations of the discipiine of the plan vere accompanied by violstions
of the financiel discipline since many e ses started construction without
obtaining the necessary furds in accordance Wth existing legal provisions, and
instead financed their construction from operating funds, or amortization funds
allocated for major repair snd reconstruction work.

In certain instances this caused financial difficulties in the rroduction v
end of the enterprise since an important part of the operating funds were thus

blocked. This happened, in the beginning of 1950, at the Bucharest 23 Augusta
Works which constructed -- without prior approval apnd allocation of funds -- a

Yy

Sliemens-Martin furnace and other construction emounting to tens of million lei.

Knowing the negative effects which every violation of the discipline of the
Plan has on the national economy, 1t will be necessary in the future to adopt the

most drastic measures for enforcing the discipline of the plan and the financisl
discipline.

Experience to date has taught that violations of the discipline of the in-
vestment plan, committed with the intention of expediting the exscution of con-~
struction projects by beginming work before plans and estimates have been ap.-
rroved by the proper avthorities, have invariably led {o delays. Delays alsc
occur as a consequence of financfal difficulties regulting from beginning work
without waiting for the proper aliocation of funds , or, from changes made in the
projects when construction was undertaken on the basis of tentative or pertial
plans.

There were instances where foundations had to be abgndonded or destroyed,
and even vhere a completed project could not be put into operation because it
was executed on the basis of deficient or hurriedly dre#h plans. The Tarnaveni
Scdivn Bichromate Pactory 1s & good exmmple of the lathb®r. All this leads to
long delays, and also to the expenditure of occasionally large sums.

Experience has shown that a project based on detailed Pplans, approved by
the proper authorities, constructed by a well-organizAll lsbor force, and ade-
quately supplied with equipment and materials, can be completed without diffi-
culties or stoppages, put into operstion on sechedule or before, and usually at
& lower cost than anticipated.

In instances where complete plars for project were sfmitted, work proceeded
Tapldly and, in the case of long-range .projects, the plan wag actually exceeded.
. Examples ure the main construction projects at the Sovrcmmetal Resita Works, the
' congtruction of the Gozna Dam, the nicel Centrml Hydroelactric Power skation,
and Moroeni Hydroelesctic Power Station.
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