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SUBJECT. The Abolitlon of Rationing in Rumanigs®

SUMURY

The Resolution, effeotive December 26
rationing in Rumania appeare o have had

-rrun: ﬂv“

(1) Tt reduces the nmnng ﬁow 01’ Jli-han Mnnma.
{(2) It has caused a wave of Rablo Durin -:nh.tah Eay forge
peasant market prioces up ‘f the rm ; @ atores are not

mainteined, AT

{3) It may therefore Hpnuuﬁ 2 gdat ‘fﬁ' ﬂlt pﬂ.unh at
the expense of the urban workers.

(4) The timing of: the Eagolution, fts text and the olrsum-
gtances surrounding ita promlgatlon seen fo point to its being a
hasty, poorlyglanned measure.

(5) Although ourrent f¥ars of & new gurrency Fsform 4o nof
geem juetified, the measurs oan bs expeoted to have generally
inflationarg erreots.

On December 27, 1854 the Rumanian press carried, as lead.
articles, the text of & resolution of the Cent Comml ttee of the
Rumania.n Workere' Party and the Council of Min ‘e of the Humanian
People's Republie “On the Abolition of the 8yst Supply by Ration
Oards and Rations." The resolution atarts ourt 13 )
olsiming that the abolition of rationing is a ﬂlt

oblectives set by the enlarged Flenum of ‘%%B;nn.tm

Central Commlttee of August, 1953; that wvas a ‘guccels
cultural year, with a total production of 14on tgns of cereals;
that the contracting system has resulted 1in eased production
of meat; that invesiments in socoiallzed agricult ¢ the sonsumer
I—goode industrias have inareased by 40% and 27%, re lvely and 3=
:D
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| that the circulation of goods in Soolalist trade (in constant
prices) hae increased from 19 billion lel in 1963 to 22 billién
in 1054, In view of all these igprovements in production and
d4gtribution "the conditlons have now been gcregted* for the
abolition of ratloning.

A8 b e Degi n

1, Effective December 26; 1954 rationing 1g abolighed,
except that employees and certaln others, as wesll as memberes
of their families, sre entitled fo recelve sugar and bread
both on tiokets and free = at the same price in both oansea.

2. Instead of the two-price system hitherto prevalling
in Sooialist trade; that is, a low priee far goods bought within
the ration and a higher price for goods bought outside the ratlon,

s one-pride system is adopted. In order to do this certaln prices,

ruch ae those for oorn, kerceene, ohildrsns ehoee and clothing
and agricultural implements, among other things, are decrsased

while other prices, such as thoge for meat, beans, eggs, milk
and spirits are lncreased.

3, To compensate for the difference betwesn the ocost of
goode at the new prices (which in most oases are not different
from those of the former controlled unrationed market} and the
oost of goods at the old rationed pricees (which were much lower)
edployeea and certain others, inoluding members of thelr familles,
are to be paid monthly tax-free subaidisas out of the state budget.
Workers who enter the "fieTd of laboP® after December 26, 1854
benefit from these subsidies only for themselves. They do not
get subaldiea for thelr dependents., The amount of the gubsidiss
depends upon the person's former ration category. For instance,
a person in oategory "CY  perhaps the most common type, receives
51 lel a month. Other cgtegories recelive subeldies whioh are
amaller or larger as the case may be. (Bee text of Resolution
attached.)

4, OCertain changes are made in the sglary claassificatlons

of workers and clerks whioch apparently have the. sffeot of raislng

the minimum wege and selary payments in torce. That is; ocategory

I of worker (the lowest, apparently) is abolished, while salary

groupe 1n oategory II (in which the o0ld category 1 1s now included)

are aseigned new monthly wages. The highest of these 1s 260,22 18l

and the loweet, 220.32, The monthly salaries of the lowest category

of administrative personnel is aleo given, with a high of 300 lel

and a low of 240. All other wage and salary.oclasses are unaffected.
e 5. DPercentages of reduction.are given for those producte

whose prices asre being cut. These range from 10% in the ocases

of corn, . .J
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of acorn, children’a clothing and systematic beshivea with art-
ificial honeycombe (!) to 13,3% for kerosens, 15 - 24% for rubber-
soled leather shoes, 16,7% for agriocultural implements, 30% for
peasant carts and 37% for Kapron stockings. (Other items oan

be found in the text.)

6. Prices being increased are then set forth. DBeef coste
8 to 10 lei per kilo, depending on quality; pork & to 13 lel
per kileo and dried beans 2.70 lei per kilo, 1x and egge are
given two prices., That 1a, milk coat 1,50 lei per 1liter in the
summsr and 2,00 lei per liter in thes winter, ggs cost 0,78 aplece
in the summer and 1,00 in the winter.

7+ Having started with a congratnlatory E;:-ghlo, the
Resolution ends with a hortator;fgern£IQEQﬁg é percration is
much longer than the preamble., It aontains, al the
famlliar injunctions to work mors Later and
slgnificant atatement: "It (ths Beselutiosn) will make ﬂbgsiblo
the oonasistent application of the Soelalist &
(compensation)} and encouragemsnt of the wyrker :
the quantity and quality of thel» weomk, *% % & “ihe gener
of the paroration is that every produss® must Sooperste to snsurs
the abundant supply of focd and asns ;jEEF‘i nseded to make
unrationed disf_ribution & success and that the Soclalist trading

aysyem must hecome mere efficlert and legs oorrupt,
T

1, The olaim of 9 millian tons of cereal produssion in 1964
seems high, in view of previous producticn claims and of the aims
set in the Draft Agricultural Decrees. :sﬂaa Bucharsst Despatch
No. 101 of N8v, 29, 1954.)} R ATE ST, £ A,

o Gar. @- A pod Ot

2. The ¢lalim ig made.of an inoresase in soclallst trading
from 18953 to 1954 of from 19 billion lel to 28 blllion lel in
consetant prioces, If the proportion of socialist trading to
total consumer spending remained constant, this wonld imply an
inereass in consumption of about 15.22:1n the year, It would
imply an even greater percentage ino se ir the proportion of
goalaliat trading to total trading deolined besause of the
inoresse in private stores, ths increased use of thes peasant
market and the diversion of goods from the Booimlist geotor
through fraud, There may very well have been some increase in
total consumption during the year, but 185.8% seema high, In any
case the inorease dpes not appear to have been spread svenly ard
there 1a rsason to belleve that 1t has gone more to peasants
1iving near to big citide (who can market food) and to traders,
d{yersionista and others with access .to profit or 111licit inoomes.

3. Bugar and bread
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3. BSugar and bresd recelve gpeclal hendling, The evident
purpose of the Resolution-ie to mee that those previously entitled
to these items on rations still find them available. To acoomplish
thig they will be issued special cards in the near future. Just
how this will insure a aupply to thase people is not explained
in the decree - if the supply is mdsquate they will get theirs
in eny case, since everything will be sold at one price. If it
is inadequate, some system will have to be devised to set mslde
quantities of sugar and bread to be-sold only to eard-holders,

It would appear, in any case, that the spscial treatment of
bread and sugar reflects the poor 1954 wheat orop and current
difficulties in tha production of sugar béets, which are marked
by frequent press refsrences to sugar heet production and the
issuance of a new sugar beet contracting deoree.

4. The reduction in the price of corn stiowdd be of substan-
tial benefit, Consldsring the two pleviome Peductions this fall,
the latter of which, on December 12, Brought the price down from
2,20 to 2.00 lei per kilogram qhﬂ‘ihn sagns oils, whioch should
bring the priae down to 1,80 lei per kflagvas, 1 sars that
corn supplies are abundant, The refuction ih price ia kerosene
1s not quite so clear in its effect. IF it applied %o the old
rationed price of 0.50 per liter it would bBe helpfol, Ir, as
appears to be the case, it applles to the hnsationed price of
1.50 lel per 1iter, it 1s probably a prics imorsass ih-disguise,
slnce i1t is no longer avallable, even in small gquantitiea, at
the low rationed prics,

Other reductions, such as Those for féotwear, sesm also to
apply to controlled unrationed .prices rather than to former
rationed prices. It also secms doubtful in thess cages whether
the consumer will actually benefit. It would sesm as if he would
have to buy more shoes than are havitually bought by Rumanian
vage-garners in order for the decreases in prices to equalize the
loas of acoesa to the former low rationed price. T3

Some reduotions are obviously of no benefit to the average
Rumanian. In this class ares toys, radios, kapron stookings and
agricultursl implements (including systsmatioc beehives with
artifioial honeycombs)s. It is noteworthy, in this conmnection
that agriocultural implements are reduced in price by 18.7% and
poasant carts by 30%. Perhaps this represents a desire to aid
the peasantry. If so, its inolusion in 2 Resclution which has
been widely interprsted by the Rumanian urban population as a
vietory for the peasants in their push for higher mgricultural
prices repressnts poor public relations. On the other hand, it
may be that the Araftera of the-dmorse included these items .

~—tF -
I gitply bacausa (a)
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‘ gimply because (a) they were groasly overpriced to begin with or

{

i

(b) they.represent some of the few items whose priges can be
reduced at the present time. BHinne thia 1list 48 obviously not
long, this factor muat have been important.

The incresses in the pricee of osrtaln foods may not be
as gevere as the Rumanian population aeem to think. For instance,
the 0ld ofrficial price of eggs -;ra 0,65 181 aplecs. They have
never, at any time, been available at that price anywhere whare
the public could buy. It has always besn hsosssary to buy eggs
on the peasant market at muekh highsr prices. If now eggs are
availeble at the official pricea of 0,75 and 1.00 leu, thers will
actually be a saving, Similar joning oan g‘a?glio& in greater
or less dsgree to other fool itsma 1fsted. . key question
will remain the avallablilify of thase Toods at offioial prioces
in state trading. el pekt “O0E

-

A eignificant omiselon fros & 18t of ftems whose price

i1 changed ls black breads This Sia fosmesly available at a
rationed price of 0.70 lei per kilogral i ‘an uanrationed
price of 2.00 1ei per loaf, Wish the abalition of rationing, the
price of black bread is mors than dsubled, espevially since
D Sonod Dlack bread has usually Beex vailable. Black Lread
1s, of course, the staple of the Rumenian urban diet.

S
5, The compensatory subsidies to be fl&d smployess vary with

the former ration classirscation., The ration classification

1tgelf was related to the level of earnihgs, so that & leading

worker making an above-average wage also ﬁot an above-avarage

ration. The new system follows thie tren and, at least as applied

to wage-earnere, those who earn more, get higher subsidleas, t 1s

perhaps the case that the ordinary C-oard holder, who will get a

subsidy of 51 leil per month, plus smaller subaidiss for wives

and children, will get enough to cover the differsnce in cost

hetwsen the old rationed market and the new one-price state

merket. Rationed foods, such as meat, were oftan unavallgble

and If these foods are now avallable in state trading, the

consumer may come out even. If they are not avallable and he

has to go to the peasant market, he will be the loser, But it

15 doubtful if the new subsidy willl cover his increassd costs

for e¢lothing. Even though the rationed clothing allowances wers

very skimpy (See Despatoh No. 184 of March 15, 1854) they 4id go

B gergaln dietance toward meeting his needs; and the Rumanian

consumer ie used to doing with 1little. When such items as wood

fuel and coal are conaldered along with the speclal case of

black bread, the urban employee appears to have lost a cartaln

proportion of his purchasing power.

The provipion that those entering the "£181d of labor" \
after December 26, 1964 will only benefit in their own persons |
from the subsidlies

{ CONFIDENTIAL |
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rom the subsidies (and thus, not for their dependents) may
indicat_e that the subseidy system is not intended to bes permenent.

6. The wage adjustments made do not appeay substantial.
The basle wage 1s tied to the accomplishmerit of a norm and,
a8 ocan be seen from the low basic wage figures quoted in the
Resolution, the attainment of & "living" wage, eay 400 lel per
month, depends on the earning of substantial incrsments for
plece work., It would not seem that these adjustments havs
materially protected employees against a logs of purghasing power,

7. To those familiar with the Jargon of Marxism the invo-
cation of the Soclaliet aystem of compehsation whioh appears in
the peroration of the Resolution can ohly have the msaning that
inequalities in income and consumption aré to be fosfered for
the sake of inoreased produotion. To tha extent that the former
rationing system represented stats-subaidiized minimum consumption
standards for the lower pald en 'ii;li_,_i_zﬁ_g'iﬂﬂit_iqn 1s a move

toward "Socigliem” in this spscinl seHs ietiorated, to a
certain extent, by the subsidiss whish Qe 1%,

5 :j.q.-.ai ' . L Ed onin

It has been rumorsd ('Bnuhlro"s% ‘WEEEA, Bection 2, Deosmber 17,
1954) that a delegation from the Ministry of Domestic Trade had
gone to Warsaw to study methods of siiminating foed ratieoning.
Subsequent tc the announcement of fhis Rsgtlution abolishing
rationing on December 27, 1t was heard tha¢ this rumor had been
a plant and that motuslly a group from the Hindstry of Demestio
Trade had gone to Orasgul Btalinu?Bniﬁiiﬂi to work out the Resolu=
tion in haste and eecrsoy. It 1s not kpown, of courd¥, whepher
these reports are true or not, but other circumstances suggest
that the Hesglutlon may indeed have been worked ont in haste.
The more than usually sloppy draftemanehip of the Resolution
?1119 the fact that the new oards for g and bread are not ready
and no one seems to know when they will be ready) argue for this
assumption., For another thing, 1t was not announced until -
December 30 what would happen to the price of wood fuel, It
was stated in Hominls Libers (Press Review 309/9) that wood had
been derationed end that the prise would be 150 lei per metrioc
ton. Since the 0ld rationed price had amounted to about 100 lei
per ton, the new price means & still further increass in the coat
of living which will not be covered by the wage subsidy and a
8till greater drop in the purchasing powsr of the urhan worker.
This may have been an oversight, but 1t may also have been a
delibarate maneuver intended to murfle ths impaot of an impertant
price rige,

Other eciroumstances seem alac to argue for haste or poor
planning, or both. The effeotive date of the declsion, December
8, and the date of announcement,; Dacember 27 come near the end

g _ of an inventory perio
‘ GONFIDENTIAL
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| of an inventory period, That is, 41t 18 believed that the usnal
prectice 1n state trade in Rumania 1s to take an inventory at

the firet of each month, reporting the results to the super-
visory ministry. If thle i the case, etore managers were
preasented with a good opportunity to defraud the systsm on the
occasion of the January inventory, by reporting part of the
stocks sold after derationing ae having besn sold prior to
ferationing; thus pooketing some of the prooseds of the price
inoreases. (Although thia is not known by direst obaervation, ot
this possibllity has besn suggested by an Israell diplomat with
unusually close contacte with a_segment of the population elosely.
connected with ratatl trade and who slaima to be bsrtain about
the inventory syastem, )

Additlonally, the time of the year may prove to have been
poorly selected for derationing, Ap winter goes on, fcodstuffe
can be expected to become progressively scarter. It woald seen
that the summer would have been a bettar fims for such an exper-
iment becsuse of the absence of the sparsity ﬁtﬁum on pricss
which 1s bound to develop 1n greater or leds degres during the
winter. R -

On tle other hand the state Tood and slofhing storss were
fairly well astocked before the Hssolu¥idn was annoanced and
appear to have been able to han&ls the Ruge orowls who have besn
buying in them since then without sunnimg eut oFf stook. ©f ocourse,
they have limited sugar, for instande,’fo one-hsif kilogram per
customer and meat to one kilogram psr dustomer. People have also
had to show their identifloation cards when buylng sugar.
evidence ig, of courss, inconclusive at this time. But ir the
atores begin soon to run out of food 4% will be a strong indlca-
tion that the signa polnting to baste (or at least-poor planning)
in the promulgation of the Resolutlion were ocorreot. :

The regime was under a certain pressurs to eliminate ration-
ing at this time. The dalay of the Becond Party Congreses was
undoubtedly connectsd with the failure of ths New Course, after
more than a year, to produce any important eococncmic. puccessag.
The abolitioning of rationing can, at least, be interpreted as
an economic improvement brought about by the New Course - there
1a probably very little else they will have to congratulate
themeelves about. For the rest, the fact that Rumania is béhind
the other Europsan Satellites and the Soviet Union in the
abolishment of rationing must be a source of embarrasement to
the Communists, especially since Rumania was once famous for its
agricultural surpluses, .Christmas time ie the traditional eeason
for largesse on the part of benevolent rulers and the regime is
trying, at least, to appear benevolent.

More objentive faotors |
‘ — : i

——
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More objective factora in the decision to abolish rationing
may have been the good corn erop attained thie yemsr and, perhaps,
gome increase 1n meat supplies. The comparitive plenty of oorn
at thls time has enabled the regime te include in the announce-
ment a reduction in the official prioce of the important ltem
- although, if the Hesolutlion were not oongocted in haste, it
would seem toc have been & better idea to have reducsd the price
from 2.40 lei pesr kilogram to 1.80 all at cne, instead of having
two previous reductions preceding it. This would have esnabled
them to announce a 25% reduotion in thie item lnstead of a 10%
one. Ag far as meat goes, any improvement in supply, which
would probably be traceable to the contracting systsm and the
attendant reduotiocn in animal quotae for contractlng peasants,
would tend to enable the regime to keep the new unrdtioned meat
prices somewhat lower than they might e hadl to rise.

Public Resgtion to the Resolution

The population of Bucharest sesms fo hava @ef the announaément
with dlemgy, A reliable lcoal souree has teported that the
workers at the Mogosoala oil depot, for fanstansd, did not hesi-
tate to complain openly about % a'lhggsiiﬁh of rationing and
made bitter Jokes about 1t., Humors| about An impending currency
reform immediately began to olrsulate &And peopls with monrey
made heste to get rid of 1t. Thia led fo long limes in front
of the food stores in whioh there wers sesssiondl disturbances
and hatr-pulling contests. The greatsst demand seems to have
been for sugar, but there have been reports of peoples stocking
up on other things, such as Rumsnian clgarsttes, in the expec- {
tation of further, perhaps unanncunced, price riases and currensy
reform, or both. - SR

The regime is undoubtedly interested in the pnblic reaetlon
and there are réporte that plainclothesmen have heen atationed in
at least some of the stores to hear what the psople have to say
and to report on how they behave. This seems to be about what
one would expect. Thig method of public oplinion sampling has
often been used in similar situations in Communist oounfries,
There are other indications that the regime would like 4% .to
be believed that the peopls lining up at the stores ars not
honest workers but profiteers, private traders and rioch peasants
(thoee who can sell in Bucharest peasant markets,, There may be
a great deal of truth in this. Thoss who have accurulated large
sume in the courass of the past year through various legal, illegal
or merely shady dealings would be the ones whe would be most able
to spend at this time and the most likely to have a fund which
would have to be gotten rid of in the event of further price
rises or a currency reform,

l CONCLUDING COMMENTS .
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It is too early at thim time to state what the outcome of
the Resolution is likely to be., But some comments may be made
on the conditions surrounding it end the direction in whioch
those conditions tend,

1. On balence, the Legation is prepared to believe that thowem
Resolution repressnte a hasty, poorly-plannsd deocision and that
the comparitive plenty Just new (at least in corn) is only a
fortultous sircumstance which, although 1t represents a faotor
in the decislon to deration, does nét Tepresent an element in
any definite plan to deration at any pre-planned target date.

2. On the face of it, it would appear that the urban wage
or saslary earner has lost a csriain part of his hasing power.
Just how much could probably be detemmined by making op a sample
family budget under both retioning snd Hepationing. But sush a
determination would have to Be Basgesd on the loften doubtful)
assumption that rationsd goods wew always available in thse
gquantities to which aongumers wert antitled,

3. The changes in seslectefl prives may hive affscte on other
prices. For instance, 1f ordinary mest 1§ now more expensaive
canned meats (whose prioces have 86t yob shanged ] become ralativily
less expensive. 1f ocanned meafs are soif faster at present
prices, it may prove necessary for 6fficial prices of canned
meate to be incoreased, &

4, Much depends on the ability of the state atores to keep
adequate stocks on hand in the faos of the pressiit buylng wave,
Ir they can meet present demand, they may be able to hold prices
in the gsant markets steady, and may even bs able to lower
them. An article in Romipia _fF;m of December 30, 1964 (PR 309/9)
rovides a olus to the regime's hopes in this matter by olaiming
probably prematurely) that free market prices are now dropping
due to the dompetition of state stores, -

Ir, on the other hand, state stores cannot supply present
demand, peasant market prices should rise rapidly - there is
e tendeney for them to do so in any case because of the time
of year. The naxt two or three weeks shonld be decisive and
it 1z the intention of the Legation to prepare another prioce
survey, perhaps at the end of Jenuary, as a basis of comparison
with the prloce survey cover1n§ December 1 - 10 forwardesd with
Deepateh No. 118p January 4, 1966. -

5., Bucharest residents ssem to have already prejudged the
| outcome of derationing. Exactly as people, who run to withdraw I

furids from 8 ba
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l fundes from a bank which 1s in difficulties make the failure of
that bank more likely, so Rumanians whe, in panlok¥ - expectation
of sthnaway inflatlon followed by a ourrency reform, run to the
stores to get rid of all their execess caph, meke the very things
they fear more probable. That public morale and Taith in the
government's competence and intentidns which are needed to maks
such a delicate operation as derationing-«work are here sntirely
lacking. Humanians expect the worst; aet in preparation for the
worst and help to insure the worst. The fact that the regime
seema to want people to belleve that the long 1ines of people
rushing to spend their money are ‘Somposed mainly of free traders,
free prafesalonal people and rich pessants ihdicatss its fear
of what these people are doing. In any oage, taking into
account the direct effects of the Resolutien, (inoluding the
tax-free subaidies to be paid out of a o&sﬂﬁl alrsady unbalanced
budget) the public reaction to it and the results to be expected
of possible future food shortages in Htate stores, the measurs
can be almost definitely designated ad am i ant milestone
on the inflationary road pressntly belng followed.

6. Ir wage-earners are the losera in that thgir ’coess %o
goods is reduced, who are likely fo be the gainers? It is almost
imposelble to tell at this time. Ir pessant | et foold prices
are sent up a certain segment of the pemsantry ave almost certain
to be the gainers. If they are not skn® up, 4% may be that the
peasantry as a whole may be the galneérs, since the maintenance

of adequate food stocks in state ores might have to entaill a
continued dependence on purchasing foods from the peasants at
attraotive prices (and a consequent de-emphasis on ?egui:nd
collections/ plug a continued avaidibility of goods at vill
cooparative steree, so that the money peld would have-aome mean-
ing as a productive incentive. It has been suggested (ses
Despatch No. 2035 of June 7, 1954) that the attainment of inareased
agricultural®production might have to entall a Aiversion of
resources from urban consumers to peasant use, The presené
Resolutlon seems to reinforce this conolusien, but the attain-
ment of this reallocation of resources depends - as much naw ag
ever - on the ability of the regime to prevent resources from
being rediverted back to the cities through the frauld and oore-
ruption of those of 1ts agents who deal with the peasants. It
has not been entirely succeseful in doing so in the past. (Bee
Despatoh 104 of December 8, 1954). Whether it will be more
succesaful in the future ia doubtful,

Richard Funkhouser
Charge d'Affraires a. i.

I oci Vienna, (PR & Pad):; BIOOG, Frankfurt (SRD/PA), Munioeh,
~— British Legation (belate, routing references, despatoh no.,

plus 2ll mention local sources inel. Ieraeli Diplomat.)
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