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FOREWORD

National economic planning has been going on in one form or another
for nearly fifty years in the U.S.S.R. Soviet planners have accumulated
a wealth of know-how which is of great interest to many countries.

The Soviet people are now tackling many intricate problems of
economic and cultural developmient. They are engaged in carrying
out the five-year economic devclopment plan (1966-70) and are
cffecting a radical economic reform in industry and agriculture. The
system of agencies in charge of economic planning and management
has been reorganised, methods of plan forrulation have been improved
and greater material stimuli to industry and material incentives to
workeis have been provided.

A high rate of economic growth is inherent in socialist economy,
because the decisive means of production are owned by society which
directly organises and controls production. The socialist economy
offers vast scope for the employment of the latest methods of quanti-
tative analysis, and for mathematical programming in particular.
Modern computing techniques and mathematical methods are increas-
ingly applied in both planning and operatine the economy in the
Soviet Union.

The principle of democratic centralism underlies the planned
guidance of the Soviet economy. This principle, as its name implies,
combines centralism and democracy. The economic reform at present
being undertaken is an important step in further developing its

.application. The main line in improving planning and management
is, on the onc hand, to enhance centralised guidance of cconomic
development, of scientific and technological progress and the scientific
organisation of labour by going over to the sectoral principle of
management and, on the other, to extend the functions of local agencies
and enterprises in operational management. The economic indepen-
dence of enterprises has been consolidated and their rights in planning
and managing production and sales have been broadened. Plans con-
tain fewer centrally-set targets.

Naturally the Soviet econcmy is not without shortcomings:m-
porary contradictions may arise between the interests of separate
enterprises and the interests of society as a whole. This may occur
because plans do not provide adequate incentives or because some
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enterprises have a wrong understanding of therr own mteests. But
such contradictions can be overcome m the process of economuc
growth
Ths book aims to tell readers how national economic planmune
developed mn the U S S.R. and what methods 1t now adopts.
MB
Moscow, December 1966
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Introductory Note

by
Mavurice Doss

Planning has been traditionally regarded asanecessary accompaniment
of social ownership of the means of production (land and capital): as
the essential integrating mechanism under socialism in substitution
for the market mechanism that is the nerve fibre of capitalist economy
(at any rate in its competitive phasc). At the same time it has been tradi-
tionally regarded as constituting the major advantage of socialism over
capitalism as a functioning economic system (vide the classic reference
of Engels to the need for recognising “the social nature of modern
productive forces” and for replacing “anarchy in social production . . .
by conscious organisation on a planned basis”). Certainly experience
has shown it to be 2 powerful engine of sustained economic growth and
an instrument for achieving rapid structural change. So much so that
few developing countries of the world today expect to extricate them-~
selves from the quagmire of backwardness without the aid of some
kind of state plan, while even older and industrially advanced capitalist
countries today toy and experiment with so-called “indicative plan-~
ning” (discussion of which forms the subject of the final chapter of
this book).

Study of the rich experience of planning in socialist countries, in
the U.S.S.R. in particular, has I believe to be appgoached problematically
(looking at mechanisms and methods in the light of the specific prob-
lems they encounter and the purposes they serve), and has to be setin
its historical context: moreover, of a continually changing context.
It is, perhaps, a commonplace to say that planning in the Soviet Union
did not grow up overnight. Although the planning commission
(Gosplan) was constituted in 1921 as soon as the civil war and war of
intervention were over, planning had to graduate through a fairly
fong period of partial plans and experimentation with annual “control
figures” in the 1920's before the First Five-Year Plan was launched in
the closing years of the decade; and only in the “years of great change”
in the "30’s did experience mature into effective operational annual
plans, fashioned to a planning time-table, and into capacity to control
and steer their implementation or fulfilment. This very maturing
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Ringed on the mcreasmg socahisanon of the econemy (agneulture

included) which the process of sonzhst mdnsmabsanon achueved. Yer

1t was 1n the first decade of the "z0's that already not cnly plannmg

machmery was fashroned and tried, but the bases were Ind of esseanal

plannmg methodology, such as the method of balances (with therr

cruaal mput-output *‘norms”, or coeficents) and the nonon of 2
* balance of the rational economy” as a whole.

Since then the very complexity of the cconomy has mesezsed greanty
wth the progress of mdustrubsation {complexaty of strocture and the
sheer number of products, product-vaneties and of mdustria] planes)
Thus has been reflected m d 1ty of the problems con-
frontng plannmg Moreover, durmg, the past decade and a half policy
kas been tncreasingly concerned with harnessng the achievements of
grovrth o the service of consamers, 1 order to mcrease the output and
vanety of consumers’ goods and to rause the standard of fe of 230
rdlion people to an extent that was impossible m those “heroi” pre-
war years when growth was the pnme objectrve, with the most rapid
possible expansion of mdustry (especaally heavy mdustry) “agamst the
clock” These two arcur alone have mtroduced certan qualita-
trve changes mto the nature of plannmg problems, 2gamst the back-
ground of which certan changes 1n plannng methods m recent years
have to be scen m order to be understood.

In the first stages of development planning was mamly concerned
with what one may call the strategic decisions on which both the
balance and momentum of development crugually depend. As the
structural complexity of the economue system grows, the hmutanon
on the range of dectsions that can be handled by central plannmg

bodies, evenn this age of accel d processmg of detail and calaulanon |
by computers, becomes ly evident. There comes about,
ble shift of emph with from what

ef, an

hasbeen called the “extensive™ toa more“mtensrve™ phase of develop-
ment ncreasmg emphass not only on annapatmg consumers’ needs
but on constant inovation m design and technigue and on achueving
growth by means of constantly nsing prod: ty of labour I

promunence comes to be claimed by two problems, which one may
call the problem of mformation (of the kind, and of sufficient accuracy
and degree of detat, to enable the appropriate deamons to be tken at
top levels) and the problem of both evokmg and steermg decsion-
making and inrtative at the “operational” level {Le. the plant or enter-
prisc) within the general framework of planning of major targets and
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mfuence of the latter have been expected to declne and disappear wth
the achievement of socialism and with the extenstion of scaalist plan-
ning to the whole economy In principle, of course, planning and market
autonomusm are opposed 1n the sense that they stand to one another as
alternatrnes, and we have spoken above about plannmg bemg
subsuituted as an mtegranng mechanism for the market mechanism.
Expenence, however, has shown that 1t 15 meorrect to visualise the
market and market-relations as entirely disappeaning under sociahsm,
There has always been a retatl market for consumers’ goods 1n the
Soviet economy Thusis to beregarded, indeed, as a logrcal consequence
of the nature of wages under socuahsm since w age-differences accord-
mg to differing amounts and kinds of work done would lose most of
therr force as production-incentives if wage- and salary-carners were
not free to spend their mcomes as they pleased. Indeed, there has come
to the fore m recent years the further question of adapting the supply
of ’ goods appropnately to the pattern of demand, 5o as to
satsfy consumers’ needs to an “optimum” extent Agam, 1t 1s wage-
dufferentials and inducements (and not ““directon of labour”) that steer
labour into the occupations and places where the jobs are available.
Despute the predommance of state and co-operative trade, there has
contued to be a mated sphere of free trade berween town and
countrymn the shape of the “collective farm-market” (selling produce of
collective farmers” houschold plots as well as of collective farms) With
the new economic reforms and measures there 15 likely 1n the fature
to be a wider sphere for diect contractual relanions between state
mdustrial enterprses themselves i procunng supplies of matenials and
components (vide Mr Kosyg's reference m his speech of September
27, 1965, mroduang the reforms of that year, to the need “to shift
gradually to wholesale trade m mdmidual types of matenal and
cquipment”, with “direct ties 1n the future between producmg
enterpnses and consummg  enterprises” beme  “more wadely
developed *)

In more recent statements and polrctes the relation between plan and
market has accordingly been reformulated From 1ts very nature m a
socaalist economy the element of planning 15, of course, dommant
and that of the market 15 subordinate. We have spoken of the former
as creating and moulding the larger fr- k of develop
ment, within which operational autonomy at lower levels operates
Yet at the same time plannmg uses market mstruments (or “economuc
levers” as they have beencalled), such as praces, costs, taxes, 1nterest and
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rental charges, credit, bonus-payments, in the course of influencing
and steering these economic decisions at lower levels. Such instruments
can be regarded as crucial links between the plan- and its practical
implementation. At the same time market indices function as “guide-
lights” to production, especially so far as consumers’ goods are con-
cerned. Thus the market is not banished in the degree that planning is
developed as was at one time supposed: it may be transformed, and its
role changes because it is set in a quite new context; but it continues to
have an essential place in the economic mechanism and to exert an
influence upon the detailed functioning of the system.

This is fully evident-in the changes of recent years in socialist
countries: changes which are commonly described as tending in the
direction of “decentralisation” because they reassert the principle of
khozraschot (of which we have spoken), and give it greater scope by
frecing the enterprise from a lot of detailed controls and directives,
while at the same time substituting a unique {or “synthetic”) criterion
and incentive, of the “balance sheet” type, for the former multiplicity
of bonuses and indices of successful performance. In this con-
nection emphasis is laid on the importance of fusing the interests of
the individual production unit with the social interest, as expressed in
the intentions of the plan. Simultaneously other measures have been
adopted to secure greater attention and responsiveness to consumers’
demand on the part of producers, more efficient use of equipment
entrusted to industrial enterprises and greater concern for economy
of productive means. It is obvious that, especially with this renewed
emphasis on (limited) autonomy of the enterprise, prices will play a
crucial role in determining what is produced and by what methods,
since they will influence, on the one hand, the receipts and, on the
other hand, the costs of an enterprise when it decides to produce this
or that commodity-line in certain quantities and to adopt this or that
method of production, or combination of inputs, for the purpose.
Fairly extensive changes in the structure of relative prices (although
without changing retail prices or prices paid to farmers) have accor-
dingly accompanied (or ever preceded) the other economic changes
of which we have-spoken. For example, the Soviet price-reform of

- 1966-67, designed to make prices reflect more adequately the full
social costs involved in production, has raised the prices of a number
of so-called “capital-intensive” products (those characterised by a
relatively high ratio of capital to labour in their production), princi-
pally in heavy industry, also of fuels and energy and of products of
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people to a smgle will A solo musicaan does not need a conductor,
but an orchestra must have one Since under capitahism commodities
are produced for an unknown consumer, only the market reveals
whether or not co-ordmnation between all parts of the producton
machine has been achieved

Coptemporary caputalist society 1s chasacterised by the colossal
scale of prod hd. o ties withmn and between
sectors and remendous growth of the masses of goods produced for the
market. At the same time the contrad between the el of
planning m the org: n of prod (as demanded by modern
technology) at one enterprise and the impossib.lity of planning social
production on the scale of a country or an economuc area are growmg
bigger and s

* As far back as the early 19th century, the French phulosopher Samnt-
Stmon concluded that to plan on the scale of an entire society there
must be soctal ownershup of the maun means of production. Only then
will society be able to co-ordinate production with the avalable
resources of manpower, raw materals and instruments of labour, to
produce the needed things, to produce as much as 15 necessary for
consumption and other purposes But Samt-Simon’s sdeas of planning
were merely brlltant surmises National economic planming as an
economic scrence and 2 system of guiding economic and cultural
development came mto bemg 1n the 20th century, 1t was created i the
Sowzet Umon.

Natonal economic planning 15 a system of guiding a country's
economic and cultural development to sansfy, ever nfore fully,
socety’s needs with the resources of society and m 1ts mterests, making
use of objective economic laws for this purpose

Orgamsed and purposeful activity m planning economy and culture
rests on 2 new social scienice, natonal economic planning Ths scxence
studics, analyses and summanses the mulnfanous practical work of
devcloping the planned m the USSR and other soqalist
counties

The saience of national economic planming 15 2 system of knowledge
based on practical expenence m planned economic development and
confirmed by it Tt1s a science of the forms and methods of the planned
balanced org of socul prod the org and
methods of formulating a plan and venfyng and secunng 1ts fulfilment.

Nationa economic planning as a social science 15 an ntegral part of
the general system of socual sciences and 1t holds a place between
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political economy and the practical economics of different sectors.
Political economy studies the laws governing the production, distribu~
tion, circulation, exchange, consumption and accumulation of the
social product. A scientific analysis of these laws is the foundation of
‘the science of national economic planning.

Sectoral economics (of industry, and its branches, cusstracuon, agri-
culture, transport, communications, trade, supply, and so on), taking
as point of departure the basic propositions and conclusions of the

. science of national economic planning, studies the specifi¢ features of
the planned balanced organisation of the reproduction process in
separate sectors of the economy. At the same time the science of
national economic planning makes use of the materials, conclusions
and special methods of study employed by practical economics and
other economic sciences.

National economic planning is possible in a society where the basic
means of production are public property. As long as the state exists,
state guidance, in the interest and on behalf of the whole of society, is
the political basis of planning. Organisationally, national economic
planning demands special planning agencies which formulate plans and
secure and verify their fulfilment.

Planned economy prevails in the Soviet Union and other socialist
countries. It implies social production in the interest of society as a
whole, which is based on public ownership of the decisive means of
production, the absence of crises and full employment of the working
people, and results in the abolition of unemployment and systematic
improvement in the people’s standard of living.

2. DEVELOPMENT OF ECONOMIC PLANNING IN THE U.5.S5.R.

In the very first days of the Soviet state Lenin voiced the idea of 2
single plan as the basis for the develonment of the country’s entire
economy.

When the decisive means of production (factories, works, land,
forests, waters and transport) became public property and state agencies
for directing them were organised it became possible to draw up
economic plans for separate sectors and industrial areas.

In the spring of 1918, Lenin outlined a plan for laying the foundations
of a sodialist economy. He pointed out that the primary task was to
build up the material basis of large-scale industry: to-increase- the
production of fuel and steel, develop the engineering and the chemical
industries. He stressed that the development of industry through the
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extensive use of the natural resources furnished the basts for the progress
of the productive forces

No sooner had the Sovtet Republic come 1nto being than 1t was faced
wth very difficult problems Pre-revolationary Russia held first place
1m the world 1n size of terntory (one-sixth of the world’s land surface)
and third place m size of population {one-twelfth of the total), but
ranked near the bottom among the advanced countries of the world m
level of economuc development. The United States, Britamn, France and
Germany wete ahead of Russia 1n total industrial output. The United
States wath a much smaller population had an industnal output eight
tiumes greater than pre-revolunionary Russa, Germany produced
almost 200 pet cent mote, Britamn 150 per cent and France 20 per cent
more

In 1913 per capitasteel production in Russia was g per cent of thatn
Germany and about 17 per cent of that i Brtain and France, per
eapita coal production was only § per cent of that 1n Germany and
3 per cent of that 1 Britam, per capita cotton textile production was
7 per cent of Brtan's

Almost half of all the machmery and equipment used m the country
was imported. More than four-fifths of metal-cutting machine tools,
three-fifths of the harvesting machines and four-fifths of the mmeral
ferulisers came from abroad Even ploughs, scythes and other simple
farm implements were tmported

The rural populznon of Russia comprised 86 per cent of the total
According to the 1910 census, about 16 mullion wooden ploughs and
nearly 18 mllion wood~n harrows were used mn agnculture Agn-
culture developed lopuidedly 2nd us efficency was low, which
mevitably led to frequent crop falures, famumne and the rum of the
peasants

In old Russta the hving standard of the people was extremely low
“Workers spent more than 70 per cent of their earnings on food and
rent Therr diet d of bread, p , groats and vegetable oil.

A budget survey made in St Petersburg 1 1909 revealed that about
70 per cent of the single workers rented 4 cot or 3 comer and abont
43 per cent of workers with families had only one bed or a corner

But even the semi-beggarly subsstence of the urban worker was
considerably hugher than that of the peasant. The countryside was
steeped 1 darkness and 1gnorance Most of the peasants wers illiterate.

According to the 1897 census, only 28 per cent of the population
between the ages of 10 and 50 were literate. Many peoples 1 Central
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Asia, the northern areas and other borderlands of tsarist Russia were
almost totally illiterate. More than- 40 nationalities had no written
language of their own. In the non-Russian areas only 36 per cent of
the population were able to read and write. The press at that time
estimated that it would take at least 250 years to develop study facilities
for all children of school age.

The Soviet state did not inherit even this beggarly “legacy” after the
first world war, which wrecked Russia’s economy. During the war,
industrial production declined by 29 per cent and agricultural produc-
tion by 12 per cent as compared with the 1913 level. Despite all this,
Lenin had no doubt that planned guidance of the economy would
enable the country to overcome Russia’s age-old backwardness and
build a highly developed socialist economy. In the very first days
after the October Socialist Revolution, general state agencies for
managing and planning the economy were set up.

The Supreme Economic Council, established in December 1917, was
the first state agency for directing the nationalised economy. It was
charged with elaborating general rules and plans for regulating the
country’s economic life. The Supreme Economic Council kept a
record of available raw materials, fuel and manpower and allocated
them among factories. It also set production assignments o factories
and trusts. Planned regulation of the economy was undertaken in the
very first months. An approximate estimate was made of the most
pressing needs in major machines and consumer goods, and the
possibilities of satisfying these requirements through home production.
were ascertained.

On this basis the Supreme Economic Council drew up the first
rough draft of an economic plan. Since the country’s raw material and
food resources were very meagre, this draft plan was extemely
modest. In 1918, it was planned to produce $-6 million tons of coal,
1-1-§ million tons of pig-ircn and 1+5 million tons of steel and to
procure 200 million poods* of grain. But even this plan was not
fulfilled. Foreign intervention and civil war began and major industrial
and grain-producing areas were overrun by enemies of the Sovice
Republic. )

The Supreme Economic Council set up central admunistrations to
manage and plan the various branches of nationalised industry in
wartime conditions. There were 71 such central administrations with

* A pood equals 16-38 kg.
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beadguarters in Moscow, and each had definite number of enterprises

under its junsdicuon.

Thus system of centralised leadership of production and dstribution
was at that time the only one capable of ensuring the organisation of
producnion and supply i the cvit war. The system of central admuni-
stration helped mobilise available resources for satisfymg the country's
most pressing needs, overcoming tremendous dafficulues and concen=
tranng all efforts on the mamn tasks.

The State Commussion for the Electrification of Russia (GOELRO)
was set up on the mitative of Lenin i February 1920 to draw up the
first long-term national economic plan, a plan for clectrification.

Lenmn not only formulated the tasks of this plan, but abo
gave practical agvice on how to draft 1t. According to Lenin's 1des,
this was not to be 2 narrow technscal plan, it was to become 2 pro-
gramme for transforming the entre economy.

Two hundred of the best scientssts and engineers worked for ten
months and drew up the first long-term plan. An analysis of the
national economy showed that, despite the tremendous difficulties,
the Soviet land would be able with its own forces to restore and trans-
form the economy m a short time. Calculations were made showing
how to advance the economy and to provide it with new technology
on the basts of electnfication.

The GOELRO plan was the first experiment in formulating 3
long-term national economic plan. That 1s why many of its targets
were of an approximate nature, But 1t for the first time presented both
2 matenal and a financial balance of electnfication, and that was 3
considerable achievement. The plan also contained elements of a fuel
balance, balance of metal and equpment, bualdmg matenals, etc. The
furel balance, for example, mcluded estimates of the production of coal,
peat and ol for ten years and also projections of fuel consumption. In
addinon 1o the genzral fuel balance, distmct balances of the fusel supply
were compled.

The elecmfication plan charted 2 firm course of building up heavy
wdustry and envisaged a new pattern of the national economy aimed
at transforming the entire country.

The proper location of the productive forces was given much atten-
tion in the elecricatton plan.

The GOELRO plan was approved 1 December 1920 by the'8th
Congress of Soviets of the Russian Federation. In the same winter
H. G. Wells visited Russia. And in the book he wrote immediately
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after returning to Britain and entitled Russia in the Shadows, he related
what he had secn. In the two principal cities, Petrograd (now Lenin-
grad) and Moscow, he saw streets with snow drifts piled high, silent
electric stations, idle factories, and boarded-up shop windows. Workers
were getting 200~300 grams of bread daily and not always that. The
civil war was not over yet. Wells spoke with Lenin, the head of the
Soviet state, who told him how a general plan for the restoration and
development of the country’s economy on the basis of electrification
was being prepared: Wells listened, but did not conceal his scepticism.
In his book he called Lenin the “dreamer in the Kremlin”. Eleven
years later, when Wells again visited the Soviet Union, he beheld an
entirely new country. The GOELRO plan was over-achieved and
industry, the entire economy and culture were advancing at a fast
pace. He admitted that he had erred in his judgement.

But at that time, in the early Soviet years when the economy was
devastated by civil war and foreign intervention, it was easy to doubt
the possibility of a swift recovery. Here is what the economy of Soviet
Russia was like in 1920.

1920 Der cent
production of 1913

Industrial output 4
Electric power, million kWh |  soo 26
Coal, miilion tons 87 30
Qil, million tons 39 2
Steel, thousand tons 200 5
Cement, thousand tons 40 2
Cotton fabrics, million metres 100 4

Granulated sugar, thousand
tons g0 7

Agricultural production 67
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The level of industrial production m 1920 was about the same as1m
the 1870's~1880"s While1n 1913 per capita industnial prodoction 1n the
Utated States was 13-14 times greater than mn Russia, 1n 1921 1t was
38 tumes as great.

Tn the spring of 1921 a system of planming agencies n all ks of the
state admimstranion was set up under the Counal of Labour and
Defence In February 1921, the State Planning Commussion {Gosplan),*
was formed 1n February 1921 Its first econome plan was the food plan
for 1921-22 In the same year sectoral plans for the steel, textlle, sugar
2nd rubber mdustries were compiled. Next came 2 long-term plan for
the restoration of agriculture 1 the areas which suffered most from
famine and the first annual plan for the development of mdustry
Annual control (rarget) figures for the development of the entre
economy of the Soviet Umon w ere drawn up for the first bme 1n 1925

The GOELRO plan formed the basis of all these economue plans.
Afier the end of the avil war the New Economic Pohcy (NEP) was
satroduced 1n Russia It was aumed at laymg the foundations of a
socialust economy, using for this prpose commodity-money relanions
(money, trade, market) and allowing private trade under state control
1 order to develop socialist industry to the utmost, consohidate 1ts ties
wnth the pessant farms and gradually draw the peasantry mto
v1a co-operafives

With the transiion to peacetul construction the development of
ag-culture became one of the most difficult problems m the country’s
economic hfe The Sowiet state, naturally, could not directly plan the
output of more than 24 million small peasant farms Dunng the
restoration peniod 1t regulated agnculture and steered it mnto the
necessary channels by utthsing vartous measures of 2n ecoromic and
pohincal nature These were

Tesel

g which d d the use, gz
and rent of land,
(b) economic measures (taxes, prices, credits, wmsurance, andso on);
(¢) cultural propaganda of agncultural knowledg
agnculteral educanon, acawnity of seed selection stations, pedagree
farms, nursertes, model expenmmental fields, etc.

A network of machine-renting stations was set up m agrculture.
All trade m farm machmery and implements was mn the hands of the
state, Almost the entire production of agniculture for the market was

* Gosplen 15 2 Rusecun abbreviation of Gosudarstvernays Planovays Komisna
Thus term 15 used throughout this book.
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bought by the state and co-operatives. The Government, by setting
relatively higher prices, sought to accelerate the increase in the produc-
tion of grain, cotton, flax, sugar-beet and other crops. The regulation
of prices and the growth in state and co-operative purchases were
combined with the planned supply of manufactured goods to the
main districts producing grain and industrial crops.

From the very outset of the New Economic Policy private trade was
controlled by the state. The Government actively supported and
encouraged state and co-operative trade, seeking to restrict, oust and
then gradually abolish private trade.

In 1926, the pre-war (1913) level of industrial production was
exceeded by 8 per cent, while the output of agriculture was 96 per
cent of that level. Noting these achievements, the 4th Congress of
Soviets of the U.S.S.R., held in April 1927, instructed the Government
to draw up a five-year national economic development plan. To
provide a scientific groundwork for the first five-year plan the
Gosplan and economic People’s Commissariats held special con-
ferences on various national economic questions. These conferences,
attended by leading scientists and practical workers, played an
important part in verifying that the targets were realistic, technically
and economically, taking into account the latest achievements of world
science and technology. At the conference on the iron and steel
industry, for example, scientists and technicians proved the fallacy of
claims that the planned growth rates in this industry were not feasible.

The first five-year plan specified assignments for all sectors of the
economy and for manpower, trade, cultural development and finance.
While the GOELRO plan had summary assignments for 17 branches
of industry, the first five-year plan set definite assignments for about
50 branches of industry.

One of the big merits of the first five-year plan was the elaboration
of a definite calendar programme with a breakdown of production
and construction assignments for each year. The first five-year plan
had annual targets for the growth of total output in industry and
agriculture, new construction, and the major reconstruction projects,
growth of the national income, capital investments in all sectors and
the budget. It indicated the scale and pace of development in separate
sectors, thereby ensuring proportionality in the development of the
national economy and co-ordination of separate sides of social repro~
duction (production and distribution, accurhulation and consumption).

The first five-year plan for the economic development of the
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1940 es 1940 25
140 ompered | eompared
owtrut wih 1913 | wub 1920
Nanonal mcome 54
Industrial output 77 ss
Electnc power oullion kWh 4R 300 24 [
Ceal, milhon tons 1659 54 19
O, muthon tons Iz 3 R
Steel, milhon tons 183 43 94
Cement, millon vons 57 32 160
Cotton fabrics mulion metres 3900 6 39
Granulated sugar mitlon tons 22 16 24
Agneultural production 14 21

Volga area the Urals West Stbena, Kazakhstan and Central Asia,

The war economuc plans of 1942 1943 and 1944 Wwere of great
xmpomnccmsbxfnagchcprodnmvefmmthcmm n
restoring and exp g P pecaally of and wax
matenals.

Planning 1n war-time was highly centralised, 15 21m bemg to ensure
the sausfaction of ali the needs of the front. But even m those hard
times work on long-term plans was not stopped. In 1943 a2 plan for
the development of 1ndustry and transport m the Urals for 194347
was preparcd. In 1944, plans for the restoration and development of
the ron and steel, non-ferrous metals, coal, ot and clectnic power
industries for 1945-46 were drawn op

As Sovict territory was hberated plans for the
of the hiberated areas were prepared.

The war took milhons of bves and mflicted colossal damage on the
zntire economy In the course of the war
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1,010 towns, more than 70,000 villages and over € million
buildings were destroyed

about 25 million people were left homeless

31,850 industrial enterprises, 4,100 railway stations znd 65,000
kilometres of railway track were destroyed

40,000 hospitals and other medical institutions, 84,000 schools,
technical schools, universities, colleges, and scientific institutes,
43,000 public libraries were looted and destroyed

98,000 collective farms, 1,876 state farms and 2,890 machine and
tractor stations were looted and destroyed

7 million horses, 17 million head of cattle and 29 million sheep and
goats were confiscated by the invading troops or driven of to
Germany.

In 1945, the year when the war ended, the economic level of the
U.S.S.R., compared with 1940, declined as follows: national income,
17 per cent; industrial production, § per cent; production of electric
power, IT per cent; coal, IT per cent; oil, 40 per cent; steel, 33 per
cent; cement, 68 per cent; cotton fabrics, 60 per cent; sugar, 78 per
cent; agriculrural output, 40 per cent.

After the war ended the fourth (first post-war) five~year plan for
1946-50 was drawn up; then came the five-year plans for 1951~55 and
1956-60 and the seven-year plan for 1959-65.

.Despite the tremendous war damage, the Soviet people, by their
all-out effort and draiving on the advantages of a planned economy,
succeeded in regaining the pre~war level of industrial production in
about two and a half years, and of agricultural production in five years.

The early fulfilment of the fourth and fifth five-year plans and the
successful accompliskment of the plans for 1956-58 and the seven-year
plan made it possible greatly to exceed the pre-war level of economic
development and leave far behind the level of old Russia. Overleaf are
some figures.

In 1965, real incomes of factory and office workers (per employed
person) increased 2-3 times and of collective farmers 3-4 times as
compared with 1940.

The restoration of the economy and its continued rapid growth
brought about changes in the organisation and methods of national
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1965 as 1965 as

compared amrpared

with 1913 | wuth 2940
National income 36 59
Industraat output 34 79
Electneal power 258 106
Coal 199 3s
ol 243 78
Steel 211 s
Cement 402 12:7
Cotton fabnes 30 20
Agnceltural ovtput 24 18

economic plannmg But at the same time, the excessvely direcrve
nature of plannmg and the system of managmg wdustry 2nd con-
structzon restricted and fettered the mative of the republics and local
orgamsanons ‘This resulted m madequate use of mternal potentiahnes
and irranonal transportation of goods, and opset production ties within
and between areas

The state plans had too many targets of a directive nature for the
development of separate sectors, Republics and areas The nomencls-
ture of mdastnal goods centrally planned 1n 1953 was twice as large as
m 1940 and the number of indices m the capital construction plan
trebled, Targets for the production of small ancillary establishments
were also of 2 directive character, Detarled targets of 2 direenive nature
were claborated for the development of agniculture, which led 1o
sertous mustakes 1 crop growng and Iivestock rasmg 1m vanous areas.

Swmnce 1954, have been ly taken to el the
excessively directive character and the over-centralisation of economic
management and planming A large number of enterprises and con-
struction sites were placed under the direet junsdicnon of the Union
Republics, and the nights of enterprises and local economuc agencies
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were broadened. Planning of the activity of the educational system,
héalth services and public utilities was fully handed over to the Govern-
ments of the Union Republics.

Management of industry and construction was reorganised in 1957.
The sectoral ministerial system of guidance was replaced by manage-
ment of industry and construction based on the territorial principle
through the Councils of Ministers of the Union Republics and
Economic Councils set up in economic areas.

Plans drawn up by the enterprises became the basis for preparing
national economic plans and ensuring their fulfilment.

Measures were taken to improve the use of available fixed assets and
operating capacity and to bring to light additional productive poten-
tialities. Mention should also be made of the general re-evaluation of
fixed assets, accompanied by an ascertainment of their physical and
moral depreciation, and a simultaneous inventory of productive
capacity in industry.

The system of planning capital construction was reorgamised and
essential changes introduced in the forms and indicators of the capital
construction plan. A new procedure for formulating plans was
instituted with the object of better ascertaining what was practicable
in the way of scale of production, construction and freight turnover,
growth rates of labour productivity and reduction of production costs.
The framing of production plans at enterprises and construction sites,
and in U.S.S.R. ministries and departments, had to be preceded by
drawing up a plan of new technology.

But though these measures were important, they were not decisive.
They dealt with specific questions, without making serious qualitative
changes in the system of management and planning. The Directives
of the 23rd Congress of the Communist Party of the Soviet Union for
the five-year national economic development plan of the U.S.S.R. for
196670 pointed out that the serious shortcomings in some sectors of
the economy revealed in the course of fulfilling the seven-year plan
were caused by the discrepancy between the greatly increased scale
of production and the existing methods of planning and managing the

- economy and the system of material stimulation. The operation of
objective economic laws had been underestimated in planning and
directing the economy. Damage had resulted from “subjectivism”,
arbitrary changes of proportions in the development of sectors and the
taking of a number of decisions affecting the economy without
properly ascertaining the objective conditions governing them. Plan
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assignments had concentrated the efforts of enterprises chiefly on meete
Ing quanttative targets Profit, bonm, credits and other econome
1mstruments were Little unlised in p gand mg the
The decisions taken by the Central Commitiee of the CPSU at
16s plenary meetng 1n September 1965 and the laws promulgated by
the 6th Session of she U'S SR. Supreme Soviet m the same year
mtated an allembracing economic reform 1 managmg, plannng
and stmulatnng indusmal production, This econormic reform s
designed to solve fundamental, vitally important problems of socalst
mdustry Its aum 15 to create the orgamsational prereqmsites and
economic condrtions for the advance of ndustry to a new, hgher
stage.
xn'%‘he reorg of 2 and the 1
of the orgamisaniopal structure of mdustry mvolves a whole system of
scenufically-based measures, which are now being introduced carefully
and without haste How 15 the plannmg system bemg improved, what
are 1ts new features?
1t has been decided substantially to reduce the number of centrally-
approved plan mdicators Instead of the exsting overall mdicators of
“gross output” and “commodity output”, which fixed m moncy
terms the volume of output by an enterprise, one overall indicator of
“output sold * has been introduced. Enterprses will no longer be grven
compulsory targets as regards the number of workers to be employed,
labour productivaty and the average wage level Nor will asignments
be sct for the reduction of production costs
But how ever significant the cut in the number of obhgatory targets,
g else 15 more 1mp The mamn thing 1 that the system
of ind 1s beng fund: Iy changed. These are to become
certa by which mndustmal enu:pnsa should be guded m ther
operation 2nd swhick: should serve as the bass for assessng therr work.
A new system 15 being devised which encourages enterprises to raise
the efficency of production and mmprove the quality of goods, and
stimullates the imnterest of an enterprise as 2 whole and of each worker
1n bigger and better results of operatton  For industnal enterprises the
followmg targets and mdices retamn their directrve chatacter.
(1) volume of output sold,
{2) targets for the major nomendlature of goods,
{3) volume of centralised caprtal investment,
(4) commussonig of productive capaaty and ascts built wath
mvestments,
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(s) targets for the development and introduction of new
technology (manufacture of new models, introduction of new
manufacturing processes, mechanisation and automation, etc.);

(6) assignments for the delivery of raw materials and other
supplies and equipment;

(7) wages fund;

(8) profit (volume and level of profitability);

(9) indices of relations with the budget.

All other indices of economic activity will be planned by enterprises
independently.

The change in the methods of planned guidance is designed to ensure
the combination of centralised state planning with broad economic
initiative and greater economic stimulation of industrial production.
Enterprises must work on the basis of full khozraschot, or economic
accounting.* In conformity with this, the results of the operation of
enterprises will be evaluated by the output sold.

In the same rank with these primary indices we now place the profit
of an enterprise or the profitability of its output and also the fulfilment
of assignments for the delivery of major kinds of goods. Remuneration
of the labour of workers in industry is made directly dependent not
only on the results of their individual efforts, but also on the general
results of an enterprise’s operattan. The principle of reciprocal material
responsibility underlies the economic relations between enterprises.
The new system of planning and economic stimulation makes the
personnel of enterprises personally interested in the setting of higher
plan targets which provide for the full use of the productive assets,
manpower, material and financial resources and improvement in the
technique of production and the quality of the goods.

The economic reform, preserving and developing the element ot

* Khozraschot is an abbreviation of the words klozyaistvenny raschot, meaning
economic accounting. It is a term describing the system of operational economic
independence of an enterprise within the single state plan and single policy in tech-
nology, capital investments, price formation, wages, finances and statistics.

An enterprise operating on the khozraschot basis is given by the state assets for
its economic activity, and with the income from the sale of its output it has to
cover fully all outlays and also obtain a profit. Part of the profit is handed over to
the state and some of it remains with the enterprise and is allocated to the technical
developmeat fund, housing and cultural construction fimd and incentive fund.
On the basis of the obligatory assignments approved by the state (they are few
now) the enterprise itself draws up a detailed plan, concludes economic contracts”
with other enterprises; it may accept orders for goods over and above plan if that
does not interfere with carrymng out the state assignments.

C
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centralsauon m planmng mndustmal production, ensures 2 radical
change 1n the role of mdices which sumulate the interest of eolleeves
of workers and of each worker wdivadmlly This aim s served by the
profit ;ndex. Profit must now act as one of the deaisive targes m the
general system of the ndustnal plan indrces.

Without an account of profit 1t 1s impossible to d~termne how well
or badly ap enterprise 15 managed 2nd what conmbution 1t makes to
the nanonal meome.

But profit does not cover all the aspects of an enterprise’s acaviry
Th= mdex of profitability and the mass of profit depend on the
wiuence of factors determuning the level of preduction eners and those
determmung the movement of prices.

Under soqalsm profit cannor be the sole entenon of producme
actuwity  But nexther must 1t be underesnmated.

Profit has 2 number of important advanmges s compared wath other
end-result critena of the industrial plan. In contrast to the cost of
production, the profit index reflects more fully the mereass m output,
the extension and renew al of the assortment of products and improve-
ment 1n quality Profit reflects 1n the most graphic form the contnbu-
tion an enverprise 1s making to the fund for the develop
of Sowiet society  at the same time 1t links most effectively the interests
of the whole of society with the interests of the personnel at the given
enterpnse, because an mcrease m profit will mean hugher remuneranon
of the personnel This 1o bow the prinaple of democrane centralism
15 co-ordinated with the mtanve of enterpnses seeking to operate
profitably

It 35 clearly impossible to enhance the role of profit m the system of
economic sumult without a radical improtement of the existng price
system which 15 stll (1966) defective, because wholesale prices have
not been revised for more than ten years The price system needs to be
revised 50 as to make enterprises more mrerested m deseloping new
technology and bettering the quahry of their curput and also to create
definite advantages for the mdusmes consumng these goods. The
man trends 1 revising wholesale prices of industrial goods are now
(1966)betng charted so as to mtrodnce the new prices 1n the next year
or two

Expencnce 1 developmg modem large-scale mdastmy also shows
that the mamntenance of high growth rates in production and laboar
productnity 1s umposable wathout a progressive and economucally
effective technological policy, an improy ement 1n the secroral structure
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of industry and rational organisation of the entire prccess of material
production. That is why it became necessary to replace the territorial
principle of economic guidance by the sectoral princivle of managing
the economy through minisiries.

Bur high rates of scientific and technological progress and ot
expansion in the production of goods cannot be ensured by proceeding
enly from the sectoral principle of management. Guidance of the
economy must ensure the eficient solution of 2 number of intersectoral
and territorial problems. especially problems such as specizlisation and
integration of producdon, comprehensive development of economc
areas and the full and ratonal use of raw material. power and labour
resources. Consideration for specific featutes in the economic develop-
ment of the nadonal republics is an important element of territonal
economic guidance directly Iinked with the nadenal policy of the
Soviet Government. Thatis why cdmbining the sectoral and terntorial
principles of management is of fundamental importance.

To ensure rational territorial planning and the comprehensive use of
resources the governments of the Union Republics are required to
prepare plans for the development of production throughout the entire
territory of each Republic, including indusiries of Union-Republican
or Republican ministries.

Great flexibility and operational skill is required in planning and
managing production at the preseat stage. It is necessary promptly to
take account of the swiftly changing economic situation. to manceuvre
with resources. to co-ordinate production with the growing needs of
the economy and the changing demands of the population and make
immediate use of scientific and technological achievements. This
determines the main line in developing planned guidance, namely, to
ensure organic unity of centralised planning with the economic inde-
pendence of enterprises.

Greater economicindependence and initiative of enterprisesisensured
by setting up at all of them funds from part of the profit (2 production
development fund. a material incentive fund and 2 fund for cutwural
and social measures) and also by giving enterprises much greatet rights
in regulating production and economic relations. To manceuvre with
resources, co-ordinate production with the needs and demands of the
population on the spot. and rapidly inmoduce the achievements of
science and techmology has become imperative in planning and
managing production.

The establishment of direct economic ties between enterprises is an
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1mportant form of ther economic independence Such relanons make
1t possible to establish econome propornions m greater conformuty
wth the objective needs of different industries Thusis one of th~ prime
advantages of direct tes Their man purpose 1s to pool the efforts of
the petsonnel of imnter~connected enterpnises for solving many problerns
af technological progress and rawsing on thus basss, the quality of goods
and the efficiency of soaal producnon



2

How N ationél Economic Plans
are Drafted

I. A SYSTEM OF PLANS OF DIFEERENT TYPES

A system of interconnected and co-ordinated plans is needed to
eacompass and guide the multifarious and intricate economic life of a
country with all its internal and external ties and relations. Indeed, the
economic organism of such a large and economically developed
couniry as the Soviet Union consists of many industrial, agricultural,
construction, transport, trading and other enterprises—economic cells,
as it were, of the social organism. These “cells” are combined in farger
groups—associations, firms, and sectors.

The specific features of each consecutive stage in the aggregation of
economic activiry, naturally, demand a special method of action. Each
economic cell and each aggregate has its specific aims which it strives
to attain. In drawing up a plan for an individual enterprise, data
tespecting each single lathe should be considered. A finn in its calcula-
tions uses groups of similar mrchine-tools—lathes, drilling, milling
machines, etc. A plan of an enterprise cannot be formuiated without
counting each commodity it produces. but the plan of 2 firm or centzal
administzation of a ministry cannot be drawn up unless an aggregated
assortment is used. Hence the need to differentiate plans by the nature
of their indices.

t is one thing when the plan maps out the activity of an enterprise
for 2 day, 2 month, three months or 2 year, and another when the plan
covers the activity and development of an enterpsise over several
vears. The shorter the plan period. the fewer the changes in the capacity
or nature of the enterprise and in the sectoral or territorial structure
of productcn. At the same time the entire process of production and
sele of goods can be determined in more detail and more fully when the
plan period is shorter. On the other hand. in a plan designed for several
years more place is given to indices dealing with changes in the
structure and location of production, and the cfficency of the
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productrve machune, while the targets wall be set mn lesser deail

Consequently, plans should be differentrated by the duration of the
pentod they cover, that 15, current plans and long-term plans

In economuc activity several speaific forms and stages can easily be
sigled out These are, first of all, the production of vanous goods and
also the bwlding of new enterprises and mnstallations, then come such
forms of actrvity as the transportation of goods, sale of goods, the
supply of enterpnises with all the matenals and machines needed for
production There 13 also the sansfaction of the personal needs of the
individual members of socery {which includes the delivery of the
goods they need, the sansfaction of therr ntellectual requrements,
the development of education, of the health services, science, culture,
the provision of houses, ctc) Lastly, there 15 the provision of finances
and creduts to serve socety’s productive and non-productive spheres

Plans are dufferentiated by therr

(1} function, plans of production, construction, transportation,
technological progress, manpower, expenditure on production and
arculation, supply and sales, advance of living standards, finanaal
and credit plans,

(2) degree of aggregation plans of enterprises, construction sites,
state farms and collectve farms, associations (g
trusts and firms), mmstries and departments, overall plans of
economic areas, Cities, regions, terntories, Autonomous and Union
Republics, overall sectoral plans, national economuc plans,

(3) period of operanion—operative (a day, ten days, a month, three
months), current {for a year or two), long-term (for five or seven
years), general plans (for 15-20 years)

All these types of plans are mterconnected and form a sigle sysem
of plans

In practice we atways have to deal witn comprehensive pians tor tne
development and acuvity of an enterprise or an association of enter~
prses or a totality of enterprises, 1 one temtory—distnet, aty,
region, Union Republic, and the Soviet Unton as whole The plan of
cach such sub-division 1s an overall plan because 1t includes production,
construction and supply Moreover, 1t also deals wath questions of
raising the Lving standards of the people, educaton and the movement
of financial and credit resources At the sam. ume the plan of ecach
economc sub-divisson can be exther current or long-term.

Great importance attaches to the proper combination of long-term
and aurrent panonal econormuc planning 1 the Soviet Union. We
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{c) plans for the development of the country’s economy and
culture in the next several years

Long-term plannmg 1n the USSR developed primanly on the
basis of formulatmg and fulfilling five-year plans The choice of a
five-year period was not acadental It 1s explamed, first by the fact
that five years 1s approximately the pertod sufficient for bullding and
commussionng large mdustnal enterpnises, hy dro-electne stations big
amnls and ingaton and land reclamation systems and railwavs
During this period mmportant measures can be camned out for the
techmcal reconstruction of economc sectors the tramning of personnel
and effecnng other changes m economuc life, which make up the
essence of long term planming

In formulanng a plan for five years 1t 15 also possible to determune
the trend and foresee the economuc results of developug technology
and consequently to frame 2 fully definite production plan. The five-
year plans offered 2 surtable framew otk for the socialist organisation of
the people s efforts n accomphishirg major tasks of ec: construc
ton

But plans for five or seven years cannot accomphish economc tasks
for the radical reconstruction of the existing matenal and technycal
basis of producnon. For this purpose plans for 2 longer period are
neede

“The GOELRO plan was the first general long-term plan 1 the
USSR Itwas destignated for 10-15 y ears and mapped out the way for
resiormg and reconstructing il sectors of the economy on the basis of
el-cmfication

Shortly before the late war the U S S.R. Gosplan was commissioned
to draw up a general plan for the development of the USSR over
10 or 15 years (the war prevented the formulation of thus plan)

The USSR and other socialist countries have akso had long-term
plans for periods of less thon five years But these were plans for
separate sectors ot for solving speafic economic problems.

A general plan for the electnfication of Soviet radways 2 general
plan for the development of Moscow and other simular plans were
drawn up and approved in the post-war perrod.

The programme of the CPSU adopted by the 22nd Party
Congress outlined the mam tasks of national economic development
for 20 years from 1961 to 1980 During this period the country’s soczal
product 15 to mncrease 5 times mdustrial output 6 2 tumes and agn-
cultural output 3 § tmes Capital investments of 2 000 000 malhon
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roubles are to be made, labour productivity in industry is to rise 4—4-5
times and in agriculture 5-6 times, and the U.S.S.R. is to attain the
highest living standard in the world.

Long-term plans can only approximately take into account changes
in machinery, manufacturing processes and productive organisation,
political changes and economic shifts which might occur in the world.
That is why they are adjusted in the course of their fulfilment.

They are carried out with the help of plans for shorter periods which,
in their turn, are based on the targets of the long-term plans.

The need for current planning is determined by the fact that it makes
it possible: (a) to amplify the targets of the long-term plans; (b) to
specify and adjust the targets of the long-term plans by taking into
account the changes in both the external and internal conditions of
society’s development; (c) to exceed long-term plans on the basis of
the resources created in the course of fulfilling them, thanks to the
effort and the initative of the people and the application of the best
know-how: to direct efficiently the development of the economy.

Current plans may also envisage the solution of new problems which
arisc in the course of fulfilling long-term plans (for example, a big
expansion in the production of farm machines, the building of instru~
ment-making and other factories, etc.)

In long-term plans the range of indices is smaller. A big place is held
by indices of the overall results to be aimed at and accounting indices.
Aggregated balance calculations and aggregated rates and standards
are used more widely.

Current plans have 2 more detailed and wider range ot indices which
are based on a diversified system of thoroughly integrated and sub-
stentiated balances and technical and economic calculations.

Before and during the late war annual, quarterly and monthly
plans for the entire economy were drawn up and approved. But this
system has outlived itself. Between 1947 and 1963, current plans were
only annual plans; the first two-year plan was approved for 1964-65.

2. HOW A PLAN IS FORMULATED

The formulation of a plan for the entire national economy demands
the concerted work of all links of the planning system. and work on
drafting plans proceeds almost simultancously in all links. Planning
is based on five-year plans with a breakdown of assignments by years,
sectors, Union Republics, ministries, enterprises and construction sites.

Extensive preparatory work precedes the drawing up of a national
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economuc plan for a definite peniod. The “preparatory programme”
15 usually formalised m 2 government deason which lays down

the procedure for drafting the plans and the dates for presentng
them

Several stages can be singled out in prepaning 2 p.an  euzouration ot
the form of tables, the range of the plan indices and methodological
1nstructions for them, summing vp the results and analysing the
fulfilment of the plan for the current (basic) pertod, elaboration of the
mamn trends and preliminary estimates for the long-term plan,
formulation of the natiopal plan, approval of the natonal plan,
passing down the assignments of the national Jong-term plan to the
Union Republics All\Unton and Union-Republican minstries and
departments, adpstment and approval of the fong-term plans for the
development of the Republics terntonies regions areas, mumstries and
departments, adjustment and approval of the lone-term development
plans of enterprises

This diiston of plan formulation by stages 1s conventional and 1s
done mamly for methodological purposes Actually 1t 1s often difficalt
to separate one stage from another For example, mn analysing plan
fulfilment for the preceding period the mam mdices for the planned
period are outlned, while working out the plain mdicators the
expected results of plan fulfilment. m the precedmg period are
speatied

Let us examine 1n greater detail separate stages of plan drafting

The first question planners have to tackle when they undertake to
formulate a long-term or current nattonal economc plan 15, how to
reflect most fully n the plan the aims facing the economy m the given
period and the ways of achieving these aims.

A national economic plan 15 2 very mmeate structure To erect 12,
one must choose the architecture and the brcks or blocks from which
1t will be bmit In the case of a plan these are first of all 1ts mdices,
the combining of these ndices mto nterconnected groups, tables
(forms of the plan} and sections of the plan.

Let us the of plan formnol with the
erection of a big bmldmg For the bmldmg not to collapse 1 the
process of construction thete must be umform rules for performmg
separate Jobs which are obhgatory for all budders, and reaprocal
co-ordmation between the constructhon elements For planners such
untform and binding rules are the system of plan ndices and methodo-
logical instructions for the formulation of 2 pattonal economic plan.
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The range of the indices. forms of tables and structure of the plan
by sections and the methodological instructions are drawn up for each
new long-term plan.

In the case of carrent plans this work is usually limited to correcting
the existing forms, indices and methodological rules. These modifica-
tlons can be more or less essential, depending on what changes in the
cconomy or forms and methods of management must be taken into
account.

It is the duty of the U.S.S.R. Gosplan to elaborate the forms of the
tables, plan indices and methodological rules for them.

The binding nature of the forms, plan indices and methodology of
calculation for all planning links makes it possible to ensure their
comparability in drawing up plans by sectors of the economy both for
the country as a whole and for Republics. economic areas, territories,
Tegions, cities, etc.

The system of plan indices includes indices of different kinds: indices
in physical terms and value terms, quantitative and qualitative indices,
approved indices and accounting indices.

Indices in physical terms are given in definite pnysical units of
measurement (tons, pieces, metres, and so on). They cover assignments
for the production of industrial goods in physical terms (types. assort-
ment, etc.), the volume of goods carriage and average daily loadings,
the commissioning of capacity, labour productivity in physical terms
and purchases of agricultural produce. These indices are of great
importance for dovetailing the development of separate sectors and
categories of production. For example, material balances are based on
indices of industrial output in physical terms. Planning of the carriage
of various goods combines the development of industry and transport;
planning of productive capacity ensures conformity in the development
of production and construction.

The system of indices in physical terms, however, does not offer the
possibility of establishing the total expenditure of social labour, of
determining and comparing the general results of activity in separate
sectors, economic areas, enterprises and their associations. That is why
planning the volume of production and construction, the commission-
ing of fixed assets, trade, production costs and profitability is done in
value terms, in terms of money.

Value indices (volume of industrial output. size of capital invest-
ments, volume of trade, national income, etc)) are measured in
monetary units (roubles) and are determined by evaluating indices.
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gien 1 physical ferms, m Operative prices This 15 necessary for
co-ord the p g of pr with the p g of man~
power, of producnon costs with finances, and of supply both with
financing of trade and wath the population’s mcomes

These tndices must ensure the posubibity of analysing the plan n
three major aspects—sectoral, terntonal and departmental

The sectoral aspect reflects the grouping of targets by sectors of the
economy ndustry asa whole {tncluding the steel, fuel and engineering
industres), agneulture, transport, ete These targets fully cover the
grven sector, wrrespectss ¢ of the location of production on the ternitory
of different republics and regions and also the junsdicuon of separate
enterprises The sectoral structure of the plan enables economusts to
buld mto 1 the prod ttes and prop for the balanced
dovetalling of separate sectors both 1n the country as a whole and m
republics and economuic areas

The terrtortal aspect of the mdices reflects above all the groupmng of
the state plan targets by Union Republics which bear resp
for fulfiling their shares The ternitonal aspect of the plan also includes
the breakdown of asignments by economic areas This section 15
elaborated by Republican Gosplans and approved by the Counals of
Mumisters of the Unton Republics In the long-term plan ofthe U S SR.
targers are broken down not only by Union Republics but also by
territortes and regrons (for example, targets for the purchase of agn-
cultural produce, the ists of the biggest construction projects)

Morcover, 1 formulating the national economuc plan for the
USSR as a whole some mdsces are also calenlated for big economic
and geographical areas These calculanons are needed to ensure the
comprehensive development of the mam economuc areas

The departmental aspect reflects the grouping of mdices by mnstries
and departments

Another important grouping of mdices 13 by sections of the natonal
economuc plan

Indices of the national economic plan are grouped 1n sections pro-
ceedmg fram the socil division of labour and the existing structure of
the economy Account 1s also taken of the exwsung organrsatzonal
structure of the economic planning agencies, the admmstranve-
territonal division of the U.S SR and also the geographical locanon
of the country’s producnve forces. All these sections of the plan are

hly d and m their total make up the single state

plan for the cconomic des elopment of the Soviet Umon_ The national
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economic development plan of the U.S.S.R. for 1966 included the
following main sections:
(a) overall section of the plan (main synthetic indicators);
(b) sections of separate trends and sectors, including:
(1) industry;
(2) development of specialisation in industry and construc-
tion;
(3) agriculture and forestry:
(4) transport and communications;
(s) capital construction;
(6) geological prospecting;
(7) manpower and personnel training
(8) material and cultural standards of the people;
(9) expenditure on production and circulation;
(T0) trade:
(x1) material suppiy plan;
(12) territorial section—economic development plan of the
Union Republics and economic areas.

Throughout the history of socialist planning the system of plan
indices has been constantly improved. The new economic tasks which
face the country, the progress of science and technology, changes in the
sphere and methods of economic management—all imperatively
dictate improvement of the system of indices.

In the first years of national economic planning when only separate
sectoral plans were drawn up, dufinite assignments were set for a small
range of sectors and the numbers of indices"was very limited. The
system of plan indices was in the main created only when the GOELRO
plan was drafted. Subsequently it developed from one plan to another.

Let us stress one highly important aspect in developing and improv-
ing the system of indices of the industrial plan which was true up to the
present economic reform.

The changes affected mainly the quantitative side of the indices.
Indices of the industrial plm were formed mainly during the first and
second five-year plans and were preserved essentially without serious
qualitative changes until recently. The changes were mainly of a
quantitative order, the number of indices was cur or increased, the
indices were differentiated or aggregated, but their system was not
essentially altered.

The main, characteristic feature of this system was that it concen-
trated efforts only on the quantitative side of production. In conditions
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cf dynarme development and high economic growth rates, when the
prodigious, mntnicate tasks of convernag a backward land mro a lughlh
developed industnal country were bemng accomplished, chief attention
was paid to the quantitative side, to indices of the volume of production
and to a svstem of mdices for industry i lme with these demands

But a new stage 1 the development of the U S SR. has set m, new
econom ¢ condinons have ansen, making obvious the wnadequacy of
the cxisting system of mdustrial planning and the need to go over to
other entena mn assessing the operation of enterprses, to mdices which
would promote the optimum dev clopment of the country’s economy
as 2 whole and of industry as 1ts major and decrsive part.

Essenual shortcomings n the plannng systerr 25 2 whole, speafically
1 the system of mdustrial producrion mdrces, alongside shortcomings
m the orgamsation of management and economic sumulation, prevent
fuller and more comprehensive use of the advantages of soqzlism for
raising the efficrency of social production.

The economic reform now bemg camed out m the USSR, m
wdustry meets the vital requirements dictated by the new stage of
development

The objective prerequusites of this reform, as pomted out at 2 plenary
meeting of the Central Commuttee of the CP S U 1n 1965, are the
huge increase m the scale of production, capital mvestments 2nd s1ze
of productive assets, the mnc 1y complex tres an the
national economy and the accelerstion of saennfic and technological
progress The present-day saentific and technological revolution has
posed many mtricate problems To raise to the urmost the efficency of
socal production has beoomc a focal problem. Rational, economreally
sound d decsne fi especially 1n
mdustry Andall this dxcmtcs aradical change 1n the system of mdices

The new system of mndices now being mntroduced 1n Sovaet mdustry
1s based on the close mterconneenion of the following three groups of
ndices

(1) Value index of the scale of production {volume of goods sold)
(2) Target for the producnon of goods i physical terms
(3} Profit index

As pomnted out earher, value mdices 2lone are msufficient for co-
ordmating demand and production. Producnion which 15 at the same
time productive consumption objectively demands concrete, quab-
tatrvely definite goods for sansfying the demand. Of course, the
demand made on vanous mndustmal goods differs Output sansfymg
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personal non-productive needs is one thing and goods satisfying the
needs of production is another. In the case of goods which satisfy
personal non-productive needs, present-day conditions dictate aban-~
donment of the policy of setting a detailed nomenclature and assort-
ment by way of a directive. The detailed assortment must be
determined on the basis of direct contacts with trading organisations
representing the interests of the consumer. The Statute of Socialist
Enterprises (approved by the U.S.S.R. Council of Ministers on October
4, 1965) says that enterprises should alter the nomenclature and
assortment of consumer goods in conformity with the demand and
change of orders by trading organisations, and that such alterations
need not be sanctioned by higher agencies.

The situation is different in the case of means of production. The
high growth rates of the Sovict economy and its intricate tasks make
it essential to preserve for a certain time a more detailed nomenclature
and assortment as obligatory assignments for industrial enterprises.
For this reason, the nomenclature of output for consumer goods will,
as a rule, be of an aggregated nature, with a more detailed breakdown
of the assortment in the plan of enterprises themselves, whilein the case
of means of production the same obligatory nomenclature of output
as existed until now is preserved in the main.

A combination of an aggregated value index of the volume of
production and a more or less detailed nomenclature of major kinds of
goods in physical terms ensures the necessary co-ordination of produc-
tion and demand.

The essence of indices in industry and other sectors of the economy
will be further examined in Chapter 4.

3. THE ROOT SOURCE

Important though it is, determination of the indices, forms and
methodology for the formulation of a plan is only the fust step in
planning. The next stage is the working out of a draft plan. It begins
with summing up the results and analysing plan fulfilment in the
current (basic) period.

Precision in determining growth rates of a sector for the planned
year, the proper establishment of ties both within a sector and between
sectors and ascertainment of the production, material and manpower
possibilities of separate sectors, etc. depend on how precisely economists
calculate the expected plan fulfilment in the pre-plan period.

At this initial stage wide use is also made of the statistical analysis of
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the production level and growth rates, average daly output and
total volume (as compared wath the past pertods and wath the plan)
Possible mcrfulﬁlmcnt of the pl:m for the output of goods and of

ve targets 15 f by caleul of the use of productrve
ap:lcnty Account 15 taken of the raw matenal, power and Libour
resources of the sector and also of intra-sectoral and nter-sectoral
co~operation,

Nest comes the elaboration of the mam trends of national economuc
development for the planned long-term period. Here 1t 15 necessary to
formulate the mamn asngnments for the basic indrces and to ensure
co-ordination of the projections of production and capatal 1nv estments
with the possible resources of raw matenals, fuel, supples and equip-
ment. But before the chorce of the mam trends of the plan can be made,
recommendations must be worked out on the introduction 1nto the
economy of the results of sciennfic research For example, the Soviet
Government, undertabing the preparation of the fivesyear plan for
196670, mstructed the US SR Academy of Sczences to sum up the
results of saennfic studies and, on the basis of these, to determme the
main trends of technologteal progress i dxﬁ‘:rcm brmclm of mdustry
1 1966-70 Mimsstries and state for
the techmical re-equipment of enterpnses, mt:nnﬁanon of manufactur-
g processes, mtroduction of new technology, development of
specialisation and marease 1 capaaty of speciabsed categomes of
producton

Summing up all these data, they sub d therr d
to the Gosplans of the Union Republics for w orking out draft proposals
on the mam trends of the plan

Sunultaneously mstitutes of the USSR Academy of Saences
prepared for the USSR Gosplan proposals on such mportant
aspects of the long-term plan as the growth rates of soqal production
and the structure of production most favourable to economuc growth,
growth rates of labour productivity and ranonal vulisanon of
manpower zesources, lay-outs for the locaton of producnon by
sectors, raung the efficency of production and capial investments,
and 50 on.

Makmg use of these recommendanons, mndustrial enterprises, state

* Alongside munstries there are also central gevernmental deparements which
gwide acuwity m separate sectors (for example the State Plannng Comurmteee,
State Commuttee for Matena! Supply, State Comrantee for Saence 2nd Tech
nology, etc)
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farms and collective farms submitted their proposals for possible
increase in production, improvement in the quality of goods, rise of
labour productivity, reduction of costs, etc.

These proposals and draft plans prepared by industrial enterprises,
construction sites, state farms, collective farms, research, designing
and other organisations, provided the basis of the general state
plan.

Republican ministries and other economic organisations, having
received and summed up the proposals of separate enterprises, deter-
mined the possible expansion of production together with the operat-
ing capzciry, and prepared their proposals for additional capacity,
volume of capital investments and other plan indices.

On the basis of proposals by Republican ministries and departments,
Republican Gosplans prepared summary proposals for the basic trends
in developing the economy and culture of the Union Republics, giving
projections of the major plan indices for five years.

This is how proposals for the main trends were received by the
U.S.SR. Gosplan. Simultaneously the Al-Union and Union-
Republican ministries and departments, institutes of Academies of
Sciences and sectoral academies worked on proposals for the main
trends in the respective sectors of the economy and culture, in the
major branches of the sdences, in the location of production,-ete. Of
particular importance weve the draft overall plans for the development
of key sectors drawn up by the ministries.

On the basis of the proposals received, the U.S.S.R. Gosplan drew up
2 preliminary variant of the main trends of the five-year plan, a vadant
of the major nztional economic proportions, a provisional balance of
the national economy for planning purposes, and made thorough
preparations to examine and discuss the proposals of the Union Repub-
Hes in all their major aspects. This ensured the co-ordination, at the
requisite scientific and practical levels, of different variants of the main
trends and the choice of the best one.

After the directing bodies had approved the main tasks of economic
development in the plan period, the U.S.S.R. Gosplan prepared control
(target) figures for the ministries, departments and Union Republics,
setting the preliminary volume of production, capital investments, and
material supply. This serves as the basis for the next stage—preparing a
full-scale draft five-year plan for all indices and for each year, with 2
brezkdown of targets by sectors, Union Republics and economic

dareas.
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4 ROW FACTORY PLANS TURN INTO A GENERAL STATE PLAN
‘We have stated eather that plany drawn vp by eaterprises tmdeche 51l
the different types of state nzhonal economie plan.

The techmcal, mdostnal and frnancal {TTF) plan 15 the plaa for the
operztron of 2n enterprise m the crrrent year, eacompassmg 2ll 2spaces
n?f:vxy techmeal, economc, 2nd finanenal, I fompshes the 2aswes
to three mam guesnons. What goods and what finanaa] reschs
enterpnse bas to produce? What resoarees 1t needs for s prrpose?
“What measures have to be carned out to falfl the plan?

The content of TIF plans vanes m different branches of mdrsry,
dependmg on the speafic feattres of the grven branch, Bot there axe
mam sections which, 25 2 rule, are elaborated 2t each

Productios Programme “This 15 the leadmg section of the TIF plan.
It mdicates what goods, m what quanaty and m whst perrod 2z
enterprise has to produce m the grven year Here the indiees of qralery
are fixed and proviaon 1 mads for delivenes, by way of prodomnen
co-operation, to other enterprises and for the Eactrre of new kemds
of goods.

Tca".rzal Development Plzn. This melodss 2 Frogramms for the

docton of pew technol and he

mechamsation 2nd antomation, .nd determmes the patrre of resezrch

and 1 work d with the devel nd orgamesz-
ton of ‘producton of: n.-whnds of goods. It ko mdadzsa plfor e
P of eqmp manofe and teszrg of
new models, etc.

Plzn of Orgemssational end Teckmial Messures (OTM plan) This 18
dlosely hnked with all secnons of the TIF plan. It lists 1 the measores
which bave to be carned ont to merease output and mmprove qualny,
rasse labour productvty, cut costs and ncrease accomnlanone

Supply Plzn This determmes the preds of an mt:rp'nsc!nﬂw
materuals and other suPphs, fncl 2and power It also mdiczess tha peed
1 arncles znd seru- repar of 2nd expen-
mental work, and the dates for delrvery of the n:cuszry sappbes.

Lebeur Plzn Thas contams assgnments for labour
calcalztion of the wages fund and the nomber of workers 2od otk
employees, It also mcludes 2 programme for trammg and rasng the

1Kl of the personnel.
Production Cost Pl=n This inclodes 2sngnments for the redoenon of
costs, an of prod costs 2nd ealenl. of the cost of

separate goods.
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Capital Construction Plan. This is drawn up by enterprises engaged
in new construction. It lists the projects to be built, the period of their
construction and dates of commissioning, the cost of construction and
measures for reducing it, and also an estimate of the needs in building
materials, equipment and building workers.

_ Financial Plan. This reflects all the activities of an enterprise in a
generalised way. It lists all income and expenditure, shows how much
profit will be received, how it will be utilised, what payments have to
be made to the budget and what sums will be received from the
budget.

Preparations for drafting the plan at each enterprise start long before
the beginning of the plan period. First of all, work in the current
period is analysed and potentialities which could be tapped in future
are brought to light. The expected plan fulfilment for the current year
is estimated.

The framing of the plan is divided into several stages. The first starts
and finishes at the enterprise itself, usually in June, when the results ot
plan fulfilment for the first six months are summed up and the assign-
ments up to the end of the year are specified.

Special teams of workers, technicians and engineers are organised to
suggest important measures for technical development and the elimina-
tion of bottlenecks, and to prepare suggestions for the production
programme, especially if it is to undergo essential changes. These teams
pay special attention to suggestions for innovations and inventions to
overcome current difficuldes.

The next step is the drawing up of the technical development plan
or the OTM plan. This indicates what new goods will have to be
produced at the enterprise, what machinery and equipment is to be
introduced and what machines are to be modernised with an eye to the
latest technological developments. At large enterprises with an intricate
range of work, the OTM plan consists of several sections. The follow-
ing can be named:

(1) Introduction of new machinery and manufacturing processes.

(2) Mechanisation of labour-intensive processes and manual jobs.

(3) Organisation of the manufacture of new articles.

(4) Elimination of spoilage and improvement in the quality of
oods.

) (5) Saving of materials, supplies, slectric power and fuel.

(6) Easing working conditions.
The OTM plan fixes the dates and names the persons responsible for
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d

carryng ou* each and the expenditure on 1ts
smplementation and the saving to be expected together with the effect
of ea.h measure on all the econonue mdices of production volume of
cutput cost of production, labour productivity, and so on.

Such OTM plans are prepared for each secnon <hap and the enter-
prise as 2 whole They are drawn up on the spot at the work places,
and the entire personnel takes part 1 this acuvity Such plans maka 1t
posuble to bring to light all potentiahines for wncreanng producton
00 to define measures for improving the operation of the enterprise
as 2 whale
Simultaneously 2 dnve for technological innovations 15 organised.
Prod ng , tech workers and economusts examine
thesc proposals The most important of them are discussed at produc-
tion conferences Expected saving and the bonus to be paid to innova-
tors 1s csnmated for cach measure Then the rotal expected savmg 18
caleulated The examired and approved measures are mcorporated 1n
the plan

The draft plan 1s discussed 1n the snops, secions and tearns and at
meetings of Party members and general meetings of personnel When
complete the TIF plan 1s the p ogramme of the enterprise for next
year It shows what goods the enterprise can give the economy,
what materals will be requred and what the profir will be
Formerly the TIF plan of each enterprise had to be exammed by
the body undsr whose junsdiction the enterprise was placed. Now
the TIF plan has to be approved only by the of the given
enterpnse

On the bass of proposals recerved from enterpnises under the
Junsdiction of 2 defimte mmstry, a comprehenstie plan for the
der elopment of each sector of the economy 1s drawn up Thus imcludes
a syzrem of mdices characterising all aspects of the sector’s develop-
ment In addinon to mdices of output 1n terms of money and
physicel terms and of speualisation and co-operanon of producuon,
the plati of any 1rdustry also has mdsces fo th= mtroduction of new
uthrelogy, capral wvesments wages fond, Tavenst sopply, ae

The comprehens ve plan also includes indices, approved now by the
enterpriss themselves of labour productvity, cost of producnon,
quaties of goods, and al o 2 number of techmcal and economtc imdices
asszts per worker, the output asset rabo  power consumption per
wotker, umit cap tal i estments, ete. In present-day condinors these
are smportant quahitatve performance indices

.




HOW NATTONAL ECONOMIC PLANS ARE DRAFTED 53

In drawing up comprehensive development plans of Republics,
account is taken of the specific features of planning the separate sectors
‘of the economy. Finally, on the basis of draft plans of the Union
Republics the U.S.S.R. Gosplan draws up and submits 2 draft five-year
national economic development plan. Its targets are broken down by
years, by separate sectors, Union Republics and economic areas and are
dovetailed with the material balances of the major kinds of raw
materials, supplies, fuel, equipment and machinery for the entire
economy.

Following the examination of the draft state plan by the Sovie
Government it is submitted for approval to the U.S.SR. Supreme
Soviet. The approved plan is forwarded to the Union Republics,
ministries and departments which, in their turn, send it to the individual
enterprises. Now that the volume of centralised appropriations for
capital investments, the programme for the producton of goods,
targets for the growth of profitability, the introduction of new

- technology and so on, are definitely known, the major indices of
each enterprise’s plan are specified.

The next stage of planning work is shifted to the shops and sections
of each enterprise. The factory management passes on to the shops
their main targets, affording them every opportunity to display
initiative in exploring internal resources.

The sections of a shop plan coincide in the main with the correspond-
-ing -sections of the factory plan, but they are much simpler. For
example, the supply plan of a shop is an estimate of the needs in
materials, power, etc., without indicating where they are to come
from. For the shop gets everything necessary from the factory ware-
houses and is not directly connected with the suppliers.

Plan assignments for teams Zre drawn up on the basis of the preduc-
tion programme of the given shop. Assignments to individual workers
are usually given by the foreman, who takes into account the skill and
abilities of each worker and also the need for the fullest use of equip-
ment at each workplace.

To fulfil the annual programme well, quarterty plaus are usually
broken down in detail for ten-day periods, weeks, days, and in many
cases even hours. To ensure guidance of plan fulfilment and to control
the work of each section and shop is the most important and most
difficult thing in the management of an enterprise. Large factories have
special production-dispatcher departments whose task is to regulate
the work and ensure rhythmical preduction of goods, not allowing
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interruptions or rush work. In the long run the successful work of the
entire personnel 1n carrymg out the state plan depends on therr abihey
to organse emulaion and help each worker cope with hus output
standard In this, mass orgamsations play a very hig part.



3
Methods and Techniques of Calculating
Long-term and Current plans

I. HOW THE UNITY OF DIFFERENT PLANS IS ENSURED

In view of the number of different plans embracing all major aspects
of the country’s economic and cultural life, how do planners ensure the
unity of this entire system? How do they manage to fit each plan into
the others and place it in the general system, just as each brick is laid in
its place in the wall of a building? Of course, the country’s economic
life itself is the common factor in all the different plans, which makes
them parts of a single whole. The diversity of plans is a reflection of the
diversity of forms of economic activity, diversity of economic ties and
reciprocal dependencies. But although correct, this statement does not
provide a full answer to the question. For there are many cases when
the existence of a common factor does not lead automatically to unity
of action. Itis only when the single basis of any sphere of social relations
is understood and the main scientific concepts are formulated in the
same language that there can be unity and co-ordination in the work
of different agencies taking part in a joint action.

The initial postulates, on which the formulation of all plans are
based, are called methodological principles. These are the intrinsic
demands and conditions for properly taking into account and using
the objective laws governing economic development.

The following primary methodological principles of nauonal
economic planning can be singled out:

(1) democratic centralism;

(2) unity of politics and economics;

(3) scientific character of planning;

(4) proportional development based on singling out the key links
of the economy;

(5) comprehensiveness and unity of the plafi;

(6) stimulation of the personal and collective moral and material
interest of the working people in the results of their labour;
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(7) umury 1n formulating, venfymng and securmg fulfilment of the
plan
Let us consider cach of these prinaiples

(1) Planning by the prinaple of democratic centrahsr smplies the need
to determune saennfically the general scale and growtherate of pro-
duction, the development-rate of sectors and districts and the deaisree
proportions m the economy, while leaving the detasled claboranon of
the plan to enterpnises and groups of enterprises The actrve democrate
parnicapation of the working people makes 1t posmible to sudy the best
expenence more fully and mtroduce 1t more swifily, and to applymore
effiiently 1deas and projects engendered i the course of daily pracncal
amvlty

The b of centralised state gud: with wide con-
structive imtanve of Jocal agencies and of the personnel of enterprusese
which have full operational independence i management ensures a
umty between the general state plan targets, which encompass the
mam trends of economic development, and the plan projections of
enterprises distnets regions and Republics which take mto account
local possibilines and resources for the further growth of production
and construction.

Devel of the le of d ! 1
1mphes that the role of plnns and proposals coming from bclow bcgm—
nung with the enterpnises will increase m the smgle national economue
plan. At the same time, the role of centralised state gumdance wall be
reinforced because only such guidance, resting on the smgle state plan,
can ensure the most rational and efficient use of the country’s meernal
Tesources

(2) The principle of the umty of politics and economcs sigmifies that all
questions of developing the economy and culture must be considered
from the pomt of view of general state mterests and of the mterests of
the entire y In socrabist prod the mterests of a separate
area, mumstry, firm or enterprse do not run counter to the mterests of
the natonal economy as a whole because each enterprise 1s an mtegral
part of the whole The umty of economutcs and politics 1s the leading
prnaiple of planned guidance of the entire economy This wnty,
bnngmg change 1 policy because of changes i the economy, 1s

d 1n national plans m the form of the umty and
meadcpcndcncc of the polincal and economuc tasks which are set for
the grven planned period
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This postulate is of great importance for national economic planning
and for the formulation of state plans, because a political approach to
economic questions is a requisite for the proper organisation of plan-
ning and the successful carrying out of state plans.

Directives for the formulation of national economic plans, adopted
at Congresses of the C.P.S.U., define the main links of the plan, the
growth rates of key sectors, the scale of production in the main indus-
tries, etc. They ensure unity of purpose in drawing up the plan and
introduce the necessary uniformity in work on the plan for the entire
country from top to bottom.

The unity of politics and economics in planning is emphasised by the
directive character of the major plan targets. Plans 2re a system of
economic and political assignments which are set by the Communist
Party and the Soviet Government and are aimed at building com-
munism. Hence the purposeful and mobilising nature of these plans.
National ecoromic plans are obligatory state assignments. They are
approved by the Supreme Soviet of the U.S.S.R. and assume the nature
of law. Centralised guidance would be a mere wish if national
economic plans did not have the force of law and were not obligatory.

(3) The scientific character of planning demands that plans be based on
the utilisation of the objective laws governing social development and
on a realistic account of the available resources and existing social-
economic development level, and also of the resources which will be
created in the course of plan fulfilment. The use of electronic computers
and mathematical methods is of essential importance for raising the
scientific level of planning.

Scientific planning is incompatible with “adventurism” and “hare-
brained projects” in planning, with ignoring real conditions and
accumulated experience. It is also incompatible with a mechanical
“re-distribution” of plan targets when enterprises which fail propeily
to utilise their resources are given easier assignments.

The importance of enhancing the scientific level of planning was
stressed in the decisions taken by the Central Committee of the
C.P.S.U. at its plenary meeting in September 1965. They pointed out
that the present scientific and technological revolution has placed in
the forefront such questions as the technological level, the quality and
reliability of equipment and its efficient use. Reflection of scientific
and technological progress in plans is regarded as a prime condition for

- raising the efficiency of social production. Plans must be based on
prospects of scientific and technological progress. They must provide
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for swaft industmal appheation of sennfic and technological achicve.
ments. A saenafically-based system of rates and standards for planning

must be created.
The saennfic character of plannmg, especially for long pmodc, n

ensured by the wade enl of saentists,
techmeuns of d.fferent spcczlmcs m dnﬁmg plans. For mmplc mare
than 300 eminent saennss, bers and mmndmg

members of the USSR, Academy of Saences, took part in the
work of the comnnssons set up by the U S.SR. Gosplan for formuls-
tng the major secnons of the seven-year plan for 195965 More than
1,000 speciabists tool. part m drawing up the development plan for the
metalurgical imdustry , more than Soo for the electne power mdusery,
and about 1,500 for the o1l and gas mdustry

‘The mam porpose of sqentfic planning 15 to ensure the maimem
saving of socal labour and to rase the efiaency of the economy.
The implementation of this pnncrple means-

() to develop saennfically-based rating o1 we expenditare of
Iabour, matenal and finzneral resources 1 produenon and distibo-
tion,

(i) to bring to hght and tap all the mternal resourees and poten-
tizhaes of the nanonal economy,

(1) to eltmmate all unproductive ontlays, losses and extravagances
m producton and distnbuten,

(i) to make the best use of commodity~mency relanons.

(4) Ensuning adequete propertions n the ecoriormy by singlirg out the key
hrks 1 econore development 1 2 pnimary methodologueal prinaple of
saennfic plannmg

‘The proportions and ties m the natonal economy are drverse and
1nmricate. They may be drvded mto th: follomng am groups

() general nons b
and consumption, man.s of yrodncnun and consumer goodS.
and and

rq:hcmx fimd and the national meome),

(ii) proporuons between «cctors of the economy (between mdastry
and agncuhure, prodocuon and construcnen, prodncnon znd
transport, prodaction and supply);

(i) termtenial proportions (between economic arezs and withm
areas);
(iv) proportons within secters of the nanonal economy (extractve
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and manufacturing industry, engineering and metallurgy, crop-

growing and anima] husbandry, rail, water and road transport, etc.).

Proportionality in the development of the economy can be ensured
only if it proceeds from the established key links of the national
economic plan and the major economic problems of the plan period.
By singling out the key links of the plan, the necessary resources are
concentrated on the priority development of those sectors or areas
which are decisive in the given period.

Applied to the aim of national economic planning, the postulate of
the key link implies the demand to single out at each given moment the
most important sections of the plan which are decisive for fulfilling
the programme as a whole. A scientifically-based plan presupposes
scientific choice of the principal key link of the plan.

This can be either an entire sector or separate sections of tne
econoray, whose accelerated development makes it possible to cope
with the main tasks of the plan. In selecting the key link it is very
important that sectors of the economy be chosen which are in the main
stream of scientific and technological progzess, so that their develop-
ment can help promotea general risein the productivity of social labour.

Everything that can promote maximum growth rates in key
branches of modern industry and agriculture is taken into account
when drafting plans today. Other sectors are planned in conformity
with the leading sectors. This is how the advance of the entire national
economy and proportional combination of its sectors are achieved.

The principle of the key link is likewise 2 general principle of
economic planning for the Union Republics, economic areas, industries
and individual enterprises. In the case of a Republic, for example, it is
detérmined on the basis of the general tasks of its economy, the
Republic’s economic and natural peculiarities, its specialisation in the
nztional economyv of the U.S.S.R.. etc.

(s) The principle of the unity and comprehensiveness ot plans was
formulated by Lenin as follows: “All plans of separate sectors of
production must be'thoroughly co-ordinated and interlinked and make
up the single economic plan we need s6 much.” To apply this principle
in plantting means to use a single system of indices of the national
economic plan, a single methodology of working out the plan targets.

Undertaking the formulation of a long-terni plan, the U.S.SR.
Gosplan draws up general obligatory forms and indices of the plan,
decides the dates of its preparation, and also the methods for working



60 AIMS AND METHODS OF SOVIET PLANNING

out plan projecuons, and forwards them 10 all the Union Republics,
muustries and departments

The princrple of the uniy and comp-chensiveness of plans 1 realised
by co-ordmanng the plns of thz Union Republic, mumsstries and
departmnents through the system of balarces and also with the help
of elaboratng and establishing proportions between sectors arsas and
wdustries

A few years ago attempts were made to implement the principle of
the unity and comprehens vensss of the plan through the so-called
“jounng” of th~ plans of the Union Repubbes Under thus schems, the
U S SR. Gosplan did not set any gmde-lines inadv ance, butenterprses
themszlves, on their own imnative, drew up plans which were then
combined and speahied m the plans of Economic Cormals and m the
overall plans of the Union Republics It was only at the condudmg
stage that the plans, finushed 1n the mam, were brought togetherin 2
single national economuc plan. But hfe has demonstrated the msuffi-
crency of such a simplhified approach.

In the new condinons of pl and h
s.ogle and optimum pl:ms for each link of the economy ate , deawn up
on the basis of prel d from the central

planning agenaes for the producuon of the major kinds of gooas, che
development of new technology and the volume of capital mvest-
ments Much atteion 15 paid to stimuht aimed at brimgang to hghe
1nternal potentialines for raang the efficency of producuon and the
full khozraschot mdependence of enterpnses i therr operational
economuc actvity

(6) The successful accomplishment of the tasks which face national
economic planning durectly depends on how each production collecnve
and each worker 15 interestad m improving the activary of hus section,
shop, enterprise and sector as a whole Hence the need to be gmded by
the prinaple of stumulating the personal and coll=ctive, the metenal end
wmorel intevest of the working people n the results of their labour

In the Sovier Unon at all stages of economic development much
attention has beex paid to combining the 1ninative of the masses with
the maximum use of matenal sumuli to make the working peopl~
anterested 1n developmng producnon.

The general mterests of the people, expressed m the nanonal
economuc plans e2n be realised only through the sctrvaty of
which are the basic links of the comtry’s economy
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What is of need and benefit to society must also be economically
beneficizl for each enterprise, for its personnel and for each worker.
To be guided in planning by the principle of material incentive means
to utilise such forms and methods of planned guidance and manage-
ment as would stimulate enterprises to explore more efficient ways for
satisfying the interests of the cntire people. The recent decision on the
economic reform of industry outlines 2 programme of action for the
utmost development of economic stimuli. Let us mention some of the
major components of this programme:

(i) a qualitatively new system of industrial production indices
which orients enterprises on raising the efficiency of production
instead of the old system which oriented enterprises on expanding
production:

(i) sharp reduction in the number of indices of 2 directive character
and extension of the economic rights of enterprises in planning, use
of their fixed and circulating assets, making capital investments,
utilising manpower and rewarding their workers;

(iif) strengthening the direct link between the size of the wages
fund and material stimulation funds (incentive fund, fund for social
and cultural measures and housing construction), on the one hand,
and the volume of goods sold and profit obtained, on the other.
This system of assessing and stimulating activity makes an enterprise

directly interested in fulfiiling high plan assignments and, consequently,
in fully and efficiently using productive assets, manpower and financial
Tesources. .

The principle of providing material incentives to the worker follows
from the law of distribution according to work which operates under
socialism: “From each according to his ability, to each according to
his work.” Distribution according to work makes the working people

) materially interested in the results of production, stimulates labour
productivity, helps to improve the workers’ skill and the technology
of production.

 Socialist society has 2 method of distributing necessities and benefits
in which the share of every one in the distributed social product is
determined by what he contributes in socially useful work. Socialism
implements the economic law of distribution according to work, which
excpresses the intrinsic connection between the labour contributed to
society by each worker individually and the size of the remuneration
he receives from society. The more productive the labour of the
worker, the more material and spiritual wealth he creates, the more he
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recerves from society and the bagher the well-bemg of 2l the people.

(7) The formulation of 2 plan, even of 2 perfect one, 15 only the firee
step m natoral economc planning

Ensuning plan fulfilment 15 an 1mporwnt aspect of plannieg The
prinaple of sty 11 forrulating, xm_ﬁ-ng end zr.rm-gﬁxﬁb-.er:r of plez
15 one of L’L: most important gical prmeples of

Constant venfi of plan fulfilment, the nse of

venficanon for mtmducmg cotrecaons t.b: plan and reenfymg
mustakes, the dusclosure and wppmg of pew resources 2nd mtemal
potenniahities 1 the course of venfication onL'x to folfil the plan—
these are obligatory cond for g fulfil

Verificanon of plan fulfilment mzkc 1t possxbl: to bring to hght and
take mto account not only exsting resources which for some rezson
or other fail to be used, but abso the resources for economic and
caltural development which are created m the course of carrymg omt
the plan,

2 TECHNIQUES OF CALCULATION FOR FLANS

We have examimed the mam methodological prmesples of plannmg
Closely assocated with them are methods and systems for calenlanng
and co-ordmatng plan ndices, methods of analysing plan fulfilment
by separate sectors and mdhces

‘The methods of planning inclode not only the techmgues of calcala-
ting thesmgle national economic plan, but also the ealeulanons needed
for planming separate sectors and areas, separate el of prod
distriburion and exchange, and the use of the product and meome. For
this rezson the expenence of alhed econoruc scences 1s ntihsed m the
general and spearfic methods of plannung These includs an analyss of

activity, bookkeeping, mathemancal and economic sy,

sectoral and geography Math
have been mmnngly cmployed 1 reeent years.
Several mamn mg and znalysmg plans

bave been developed. ?'ﬁm wdade
(1) analyss of economic acavty,

() el asd
(3) balance method for co-ordinatmyg all sections znd indices of
the plan to ensure p by 10 the develop of scparate
secmrsanﬂbnnch:softhecccnumy.

{4) mathemmatical methods 2ad moddls.
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Technical and economic calculations, the balance method and
mathematical methods are inseparably connected through the use of
systems of rates and standards of production, exchange, consumption
and accumnulation of goods, rates for the expenditure of means of
production, manpower and financial resources and rates for the

organisation of production.
Let us describe these methods.

(1) Methods of analysing economic activity. The initial point in the
process of drafting a plan is the analysis of the state of the economy in
the period preceding the plan. That is why a deep and thorough study
of the initial level, summing up the practical experience in the pre-plan
period, precedes the work of calculating the plan for the next period.

The main task in analysing the initial level is to reveal new potentiali-
ties, whose tapping will make it possible to accelerate the country’s
economic growth. These potentialities are taken into account when
drawing up national economi¢ plans and, what is most important, in
the course of their fulfilment, in order to exceed the state assignments.

The analysis of the existing proportions in the development of
separate sectors and the ascertainment of their tendencies are of a
comprehensive nature because progress of a sector or an area is studied
from the viewpoint of the needs of the entire economy, in comparison
with the results of operation in allied sectors and branches. The
purpose of such an analysis is to ensure conformity between (a) the
concrete needs of the given area or sector, (b) the needs of the country
as a whole and (c) the resources for satisfying these needs, so as to
establish the degree of conformity between productionand consumption.

An analysis of development of the national economy includes a
study of the existing proportions within each sector, between allied
sectors, within the bounds of separate Republics and economic areas,
and, lastly, proportions between areas. This makes it possible prgpilyg
to co-ordinate allied sectors, and to reveal the needs in capital con=
struction, development of transport, etc.

In analysing existing national economic proportions comparisons
are not limited to the material elements of production. The wages fund
and other incomes of the population are compared with the output of
cotsumer goods, with the volume of goods available for the market
and the paid services rendered to the population.

A study of proportions brings out the general and particular tenden-
cies of national economic development and makes it easier to influence
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them purposefully 1n one or another direction, This 1s how the Sovyet
Government, on the basis of an analysis of the level of economc
development, takes measures to change national economic proportions

Of great importance 1s companson of mterdependent data on pro-
ductive activity m alhed s-ctors and enterprises of the same type, an
analvsis of reserves for better use of productive capaaity, rasing labour
productiviry and saving raw matenals and fuel Such a study concretely
shows how fully the n-eds of the economy are sansfied and to what
extent the requrements of planned proportional development are
observed

Eccnomie analysis encompasses 2 wide range of questions
to the activitzes of enterprises, organisations and institutions, territonal
cconomic agenaes, separate sectors, etc To draw up 2 plan 1t 15
necessary to have not only an all-round analyss of fulfilment of plan
assignments by an enterprise, sector, etc., m the current pertod, but
also an analysis of the changes 1 ties and proportions

An anglysss, of course, 15 not confined to exammation of average
ndices, results, actual rates etc It'G differentiated by groups of enter-
prises of one type groups of coutective farms, etc. The expenence of
leading enterprises which have achieved the best results 15 carefully
studied 1n order to work out how to get the best results m drafung the
next plan

To set plan assignments for mdustry, construction and transport 1t 15
very important to analyse the mamum level of production, goods
transport, etc., achieved 1n the period under review

An analysis of 2 country s economuc sitnation 1z the pre-plan peniod
15 completed by a general of the l:vcl of economic develop-
ment and the hving dard of the pop his
proceeds from the country’s real natural-economic potcnnal as comt=
pared with stmmlar data from other Ik -d
For ple, the available natural and the dcgrcc of ther
use, the productive capacity and the demand for correspondung goods,
commodity stocks and level of consumption are compared. Agamn, 2
companson 15 made between the scale of production and other
economic indices Such compansons of the scale, rates and proportions
at later stages of planning make st possible to find cntena and optimum
boundaries of plan targets

The working methods used 1n an analysis are compansons, employ-
ment of a system of wterconnected analytical ndices, selecuve study
of the operation of scparate enterprises, comparative analysis of kindred
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enterprises, aggregation, price substitutions, balance dovetailing of
indices, calculation of indices, calculation of correlation coefficients and
also other statistical methods.

(2) Methods of technical and economic calculation. All projections of
production growth in separate sectors are based on detailed technical
and economic calculations of both the demand for the given goods and
the possible output.

To work out assignments for production growth in each sector
planners use specific technical and economic calculations.

In industry such calculations include:

(a) improvement in the use of available capacity and increase in
capacity of operating enterprises through reconstruction, intensifica-
tion of production processes and improvement of productive
organisation;

(b) commissioning of new enterprises and shops;

(c) improvement in the use and increase in the resources of raw
materials and other supplies, fuel and power and the use of substitutcs
instead of the main raw materials;

(d) rise in labour productivity;

(¢) change in the number of workers:

(f) reduction of production costs,

and many other calculations.

In agriculture determination of the volume of output is ensured by
the following calculations:

(a) increase in cultivated agricultural land, in the sown area and

in the head of livestock;

(b) increase in the yield of crops and productivity of livestock.
'lo bring out the economic efficiency of producing some or other

goods in different areas the unit labour expenditure is calculated.

Assignments for the main activity in sectors (production, construc-
tion, goods carriage, etc.) are obtained by technical and economic
calculations of productive capacity, supplies and the number of people

_engaged in productive labour. The checking of production assignments
in relation to financial resources is of great importance.

Detailed calculations are also needed to set plan assignments in socio-
cultural development. These assignments are based on rates or standards
which regulate all sides of activity of the establishments and organisa-
tions in this sphere.

Calculation of the economic efficiency o introducing new techno-
logy, mechanising and automating production processcs and organising

E
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new categones of producnion hold a specral place among the techmcal
and economc calculations used 1 national economic plannng

(3) The balance method The balance method has been put forward
as the leading method m formalatmg national economie plans both by
practical expenence and by the theory of national economue planning

The balance method 1 pl. tatses and g sgnrfics
2 sum-total of methods vsed to emsure the dovetaling and co-
ordination of mterconnected mdices However different these mndices,
the purpose of this mechod1. the same—to achieve balance between the
nterconnected indices

The balance method 1s widely used m the most diverse spheres of
scrence, technology and the economy m the form of balanes calewls-
tons or specal tables which are called * balances” It 15 20 important
mstrument for bringing to hight disproportions 1 the economy, and
for determmimg the necessary propornons and growth rates of the
economy

In practice, the use of balance methods m plannmg requres the
working out of a system of balances w hich encompass all sections of the
natronal economc plan. In therr sum-total the mdices of the balaness
must reflect the propornons and nes of the nanenal economy not only
stausncally but also dynamcally

A plan at any level (enterpnse, assocation, mmnustry, Repubhe, the
national economic plan) can be constructed only by nsmg 2 waddly
ramufied system of various batances Thus systern, uuhsed m formuls-

ting, venfying and ensuring the fulfilment of a national ec plan,
1neludes (2) balances of the matertal e} of prod J:
tion and 1 {b) bal of manpower, and (c) £ 1
balances

(a) The system of balances of the matemal clements of producnon,

and 1 15 the best developed. Thus system

mdudes first, balances of natural resources, second, balanees of

productive capacrty, third, balances of fixed assets and fourth, matereal
balanees as such.

Balances of natural resources express the state of and changes m the
major natural condmons of socul producnon. Balances of alt land,
agnicultural Lnds, ploughland and water resources serve as a pomt of
departure 1n drawing up frural devell plans. Bal. of
the reserves of metallic and non-metallic mmmk forests, wates
resources, etc., underlic plans for the development of the extracuye
mdustries
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enterprises, aggregation, price substitutions, balance dovetailing of
indices, calculation of indices, calculation of correlation coefficients and
also other statistical methods.

(2) Methods of technical and economic calculation. All projections of
production growth in separate sectors are based on detailed technical
and economic calculations of both the demand for the given goods and
the possible output.

To work out assignments for production growth in each sector
planners use specific technical and economic calculations.

In industry such calculations include:

(2) improvement in the use of available capacity and increase in
capacity of operating enterprises through reconstruction, intensifica-
tion of production processes and improvement of productive
organisation; ’

(b) commissioning of new enterprises and shops;

(c) improvement in the use and increase in the resources of raw
materials and other supplies, fuel and power and the use of substitutes
instead of the main raw materials;

(d) rise in labour productivity;

(¢) change in the number of workers;

(f) reduction of production costs,

and many other calculations.

In agriculture determination of the volume of output is ensured by
the following calculations:

(a) increase in cultivated agricultural land, in the sown area and

in the head of livestock;

(b) increase in the yicld of crops and productivity of livestock.
‘fo bring out the economic efficiency of producing some or other

goods in different areas the unit labour expenditure is calculated.

Assignments for the main activity in sectors (production, construc-
tion, goods carriage, etc.) are obtained by technical and economic
calculations of productive capacity, supplies and the number 9f people

. engaged in productive labour. The checking of production assignments
in relation to financial resources is of great importance. .

. Detailed calculations are also needed to set plan assignments in socio-
cultural development. These assignments are based on rates or standards
which regulate all sides of activity of the establishments and organisa-
tions in this sphere.

Calculation of the economic efficiency ot introducing new tec%u.m-
logy, mechanising and automating production processcs and organising

C
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and gmaLtatveasegnments of the plan a sector must have the necessary
productien personnel of requ.ste skill Manpower balances exscre
co~o~d.nanon of the requirerments of separate sectors and aveas with
th resources of labour power and shall~d personnsl.

Lasth fieanaa’ balances make up the third major group of baknees
11 the natonal econommc plan.

\Vnh therr h:lp 1215 possible to srcure an ali~round ne-up berwemn

buncn and arculanen of goods m therr mareral

fo m on the one hand, and th- form.non and wse of the meomes of
enterpnses collecnive farms and the populanon, on the other

The mam finaneial balances are  ¢he swte budget—the comnery's
grapal financal pln the balunces of the meome and expendirmrs
of enterpnses, departments and mimn.sthes th- cash 2..d cr=dit plans of
the State Bank and specralised banks the balance of the money meame
and exp-nditure of the population the overall finznaial plan of the
stte

The preparation of balances 15 not an arm m arself but 2 means o
tompyng with the regarements of soculim’s obycave econemae
laws The role of the balance methed m plannmg mos+ not be over-
estmated the mam thing 15 the content of the balances themselves.

(4} Methods a-d mod:b of r-J:m"x.x:I eoomes Plannmg agencies
ncreasingly employ ma.h hods 1 their economac p
and calevlanons and also modern computation techniques shich bave
ereated th- posubihiry of drawng up optimum plans. Greater emphass
on elements of guantitattve anafyns and th~ employment of mathes
matwcal methods i economic saence helps to smprove plannmg The
us- of these methods enables screntists to solve defimes tasks of coo-
nomte management and planning with much greater preasion.

The use of modem rathemancal methods m th~ economy pre-
supposes the prelimnary elsba-znon of! maCTO-cc0nomc modelswhich
contam the mamn rve and qual wsucs of the
studied proces.es and phenomena and are vsvally expressed by a system
of equanrons Of covrse x moded ts always a mp}xﬁ:& refe-ton of
reality since models take mto acco.mt only those forms of the proc-ss
which are most important 1n the given conerete condinons.

A provimonal balanee of the matronal economy, imter-sectovzl
Ealances of production and consumprion of goods matnx models of
sectoral plans and plans of enterprises are the most smportant macro-
econoruc models vsed m plannng
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Various methods can be employed for finding solutions with the
help of macro-economic models. Thus, the finding of the limit of a
tunctior: is now done with the help of methods of linear programming,

Linear programming has been introduced in planning quite recently,
but some experience has already been accumulated and the range of
problems successfully solved with the help of linear programming has
been established.

First of all these are problems ot production planning, the drawing
up of an optimum programme for the output of goods with the given
manpower and material resources or the optimum use of the produc-
tive capacity of an enterprise. The optimum can be either the cost of
processing the goods, the time the equipment is used or the volume of
output which has to be brought up to the maximum figure through
the most efficient use of the equipment. If the assortment of produced

oods is diverse, if the equipment or the combination of opefations is
periodically changed, an optimum solution of such problems is
achieved only with the help of linear programming, which makes it
possible not only to improve the use of productive capacity but also
to enhance the precision of planning by strictly dovetailing the con-
templated scale of production with the optimum possibilities of the
enterprise, with its resources.

Sectoral planning presents a similar problem, i.e. the problem of
distribution of the planned assortment of goods betweenenterprisesin the
given sector, taking into account their productive capacity and other
production distinctions (for example, the distribution of orders by enter-
prisesin the serial production of machinery). A specificgroup of produc-
tion problems s presented by the rational cutting of industrial materials
(timber, glass, steel sheet, pipes, etc.) or the making of mixtures used in
many branches of industry that produce alloys, mixtures and compounds
—the metallurgical, chemical, food and other industries.

Methods of linear programming are most effective in deternuning
dietary standards, in planning changes of prices, and in working cut
measures designed to raise the living standard of the people and
increase consumption.

Great possibilities are held out by the use of linear programming
when planning agricultural production for distributing the sown area
between different crops, national planning of crop rotation, calculation
of an optimum combination of sectors in agriculture, determination of
the best composition of the livestock herd, the most efficient feed
rations for livestock, and so on.
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Its essence is as follows. The compilers of a long-term plan for one or
another sector have to deal with many unknowns. They do not know
the demand for the articles of the given sector because there is as yet
no plan for the development of the consuming sectors. Nor do they
know the raw material possibilities and the available capital invest-
ments. All sectors are in a similarly uncertain position because each one
is connected with many other sectors, and for the solution of all the
problems in the given sector it is necessary to have the entire national
economic plan. Therefore, at first, a very approximate draft plan is
drawn up by sectors, starting with the extractive industries. The
planners proceed from the most favourable conditions. Naturally, the
calculations are made not for all branches of industry and agriculture
but for a group of the key branches. In the process of further work
these original programmes by sectors are altered on the basis of balances
which reveal the ties of the sectors with the national economy. Before
an acceptable plan, in which all sectors are co-ordinated, is finally
drawn up several variants of the plan are usually prepared. From the
mathematical viewpoint the variation method is in effect a method of
successive approximations. .

When imbalance of the resources of production (and imports) of
some goods and the needs of the national economy (and exports) is
revealed, successive adjustments are made by changing the plans of
sectors which produce or consume these goods to restore the balance.
Inasmuch as a change in the production plan of some sector leads to a
change of its demand for other goods, it is necessary, when achieving
balance for one kind of goods, to undertake the balancing of others and
from them return to the first.

The estimating of tesources serves as the common basis between the
balance method, the method of technical and economic calculations
and the variant method. Estimating means establishing general obliga-
tory limits of the unit production inputs or utmost limits of the con-
sumption of goods. No planned economyv is possible without this.

3. CALCULATING RESOURCES AND CONSUMPTION

The ultimate aim of all national economic plans in the U.S.S.R. is the
fullest satisfaction of society’s needs. But what are “the nceds of
society’’?

In the most general way they can be defined as the conditions
objectively needed for living. They are expressed in a defjnite sum~total
of material and spiritual necessities and comforts
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especially for 2 general plan covering a period of 15 or 20 years, the
second item is of great importance.

The planned organisation of the economy m the U.S.SR. allows
for the rational use of labour in the interest of the whole of society.
It makes it possible to estimate in advance the needs of the national
economy (separate sectors, enterprises, areas) in manpower and
correspondingly to take measures to satisfy them.

The use of manpower resources in the U.S.S.R. is characterised by:

(i) the systematic increase in the number of people employed in the
national economy;

(i) systematic qualirative changes in the composition of the
working people: cultural and technical advancement of the vorkers,
systematic improvement of skills, etc.;

(iii) the planned steady improvement of the working and living
conditions of the working people.

Rational allocztion and efficient use of manpower resources in the
nzronal economy is 2 primary task of planning. It is accomplished in
the U.S.SR. with the help of manpower balances.

The economy of the U.S.S.R., which is steadily and vroportionally
dzveloping on thebasisof publicownership of the meansof producton,
ensuresa swift growthof the population engaged in social producdon.

The 1959 census returns show that from 1939 to 1959 the population
engaged in social producton increased by 12-2 per cent, while the
total population rose 9-5 per cent. The employzd population in the
U.S.S.R. constirutes 47-5 per cent of the twotal, while in the United
States, for example, it is only 35 per cent.

Employment of the poprlaton in the working age-groups is con-
siderably higher in the U.S.SR. than in the United States. In 195,
almost go per cent of the able-bodied populadon were gainfully
eployed or were studying, while in the United States the correspond-
ing figure was zbout 70 per cent {in 1958).

The planned propordonzl development of the natdonal economy
in the U.S.S.R. makes it possble to ascertain in good trme the need for
manpowes, systematically to organise the taining of personnel and
radionzlly o allocate the workess by sectors of the economy and
preducdon secdons on 2 countrywide scale.

In zddidon to labour resources, the potentizlides for economic
growth aze also datermined by the czpadity of the productive machine
in major seccors of the economy and the nztural raw-materizl and
COWeT resources.
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A balance of productive capaaaty 152 prumaly instrument i drawing
up the production programme of industry The balance 1s caleulated ot
cach eaterpnise by the Republican Gosplans, and for key mndusmes by
the U S S.R. Gosplan.

Technologieal progress and directly related capital construcnon are
the mamn sources for the growth and unprovement of producnon. In
soctalist society the mam aim of technologreal progress 1s to ensure
the utmost saving of soctal labour, to ease work and, on ths basss,
attan lugh growth-rates of social producnion. For this purpose diverse
mcasures are annually apphed m industry, construcnon, agnculture nd
transport. All of them can be combined 1n sex cral groups, each charac-
teniang a particular trend m the dev dopment of technology The mam
trends of development are clectnfication and ch:mxahsanen of
production p mech and of p
Such trends as the appheation of d:ctroxm:, of xock-rry and, espeaally,
nuclear tech y have mnc d m recent years.

E.ch of these txcnds of :cdmulog\czl progress 1$ amgned speafic
tasks in th= state plans

Theplinfo the develop: of new technology and the p
programme are interconnected m the state plan. On the one hand,
technological progress 1s 2 prumary clement m :hc production pro~

gramme on the other the pl g of technological progress depends
on such mdicators of the pmdumon programme 3 the growth rates of
the g ch 1 and other

How are soacty s needs determuned? We have sard that the socal
needs mclude

(2) the need for means of producnon for the current process of
matenal producton

{b) the need for means of production «nd consumer goods t©
easure 1n the future peniod the expansion of producton and also an
merease wmn reserve and msurance funds,

{c) the need for consumer goods to satisfy the requirements of the
populanon,

(d) the need for goods to d «ad
saentific establishments.

The need for means of producuon for current matenal producton,
capieal construcuon «nd resert ¢ and imsurance finds 3 determuned o
the baus of the production and construcnon programmes of the plan
and also of the consumpROn Tates. Planners walise s rates aggregated
nanonal economic cocfhaents and aggregated sectoral rates whick
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charactesise the full magpirde of wait inputs in each sector, taking
into account the sum-toml of fes in the nadonal cconomy. The natiopal
economic coeficlents are established by apalysing the “balances for a
number of years and by studyirg passible :c;.éqmea in the plan period
as reg*n.a cn:mge; in coeficients owing to t2 achnological progress and
mroducton of £ew matesials,

To determine the reed for consumer goods to satisfv the demands of
the guy'cl.:acn is a matter of prime Importance.

The needs of the po puL; don grow conmuzl} is law of growing
needs, which ocerates in the economy, is objectiv el} based, above all,
on the d:?e.agmat of producdon, which b'mas about 2 rise in the
eficiency eof producdon, mt:nsn.csuo“ of labour, ch..nbea in living
conditions and consclidation of tes between countries and between
areas within a counery. The expansion of preducstion changes the work-
and living conditions of the people. gives rise to new requirements
and alters the compositon of needs. B;os‘_::r and stronger tes berween
counries and nations are an important fictor engendering new reqm
merts. The culrral cdvance of the populatior wsanaﬂ} affects the
nature of requirements. As needs rise, comsumpdion steadily grows.

The ovemall growth of people’s needs in sedalist society has two
specific reatuzes: (2) high growth rates of needs among ell sections of
the r_;op“hcoz and (bl m::cu.l eliminczion of diffzrences in the pattern
and level of needs of the mtelhocnm., facrory and ofica workers and
PC:.S&T.L..

Ar the oresent level of sodalist sodety’s &eve.op:n..n:, needs are
expressed in e velue (mozetary) form =s efecdve demand. The
consnuous increase in the demnand for consumer goods is a feature of
the Sovie: economy. It is ilustrated above all by the dynamics of retail
wada. It we take the volume of sate and co~operadive retail made in
1928 as 120, it was (in comparable pricps) 233 In 1940, 257 In 1950, 753
in 1980, 22d &in 1¢S5 2 1970 iris e:syec:.d w0 be 1,458, sbout
44 pes cent zhove the 1985 level.

Simulunzously, the gap between the leves ana composition of
derand In town aad counry is bcing ste*c".ly closed. The ratio of

regsil trade et urban and rural reddent in pre-zeveludonary Russia
wasi$:iyim EQ:SKT"&Q" : T3 in 1010, )-:- mlgéo, 4rIin
1964, 29 1 L. The goods composition of rural retsil made is swikingly
chargire. In 192425, salt, pama®in oil, matches, laundry soap and
comoz goods claimed 35 per cent of all reril sales in the countryside.
In 1563, tha share of these five items wes only 5 per cent, though their

E‘

»

(P'
‘Q
)
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total sales had inereased remendously. In 1964, the rural populatian
bought 6:4 mullion clocks and watches, 1-5 million wireless sets and
radiograms, 547,000 TV scts, 123,000 refrigerators, 319,000 motor~
cycles and motor scooters, 1-9 million bicycles and mopeds, and
780,000 sewing machines. Between 3952 and 1963 the sale of sugar
increased almost s times, various tinned goods §¢5 times, and salted
hereing 4+5 times,

An increase in p s panied by deep g

iom 1 &
changes in the composition of demand. Here are some Sgures:

1949 ? 1930 ' 1960 i 1964

Tota} sales 100 | 110 326 396
All foodstuffs 100 | 94 264 32
of which

sulk and diiry products including

cheese 00 | 94 67 726

sugar 100 | 123 420 538

flour, bread and bakery products 00} 9% 169 182
All non-food goods 100 | 140 434 508
of which

Silk fabrics 100 | 220 979 045

knitted goods 100 | 116 SIS 706

wireless sets 100 | 637 | 27 times | 29 times

furmiture 100 | 96 692 1,100

bicycles and mopeds 100 | 342 | Istimes | 17 times

The relationship between the retail demand for raw materials and
semi-manufactures and for manufactured goods is changing. In 1928,
the ratio of retail sales of fabrics to clothing and knitted goods was3 : 1
while in 1063 it was 1 : 2-4. In 1925/26, the demand for leather was
five times bigger than for ready footwear, while now there is no retail
demand for it at 2)), In 1928, the demand for four was greaser than for
bread, while in 1962, it was abou 22 per cent of that for baked bread.

The steady growth of needs dictates, first, a swift increase and
improvement, in the production of consumer goods, and second, a
steady extension of their assortment. At the same time the structure
of production of consumer goods must ensure definite proportionality
in the development of sepatate sectors, which applies sbove all to allicd"
inter~connected sectors. Thus, the.development level of the clothing
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industry must bear a definite relationship with that of the textile
industry; of the footwear industry with the leather industry; of the
food industry with agriculture, etc.

In determining the size of the consumption fund for a long-term
period economists start with an analysis of the so-called initial (or basic)
consumer’s budget of one person. This is a special balance calculation
based on processing data of the balance of the population’s money
income and expenditure, the balance of commodity resources and
trade and the balance of agricultural produce.

The consumer’s budget is elaborated per capita of population and also
separately for the urban and rural population, for workers and peasants
and for separate groups with different income levels. A budget for a
long-term period is calculated on the basis of the initial period. For
this purpose planners utilise data on consumption rates of foodstuffs
as required for health, rational consumption rates of non-food goods
and also standards for the adequate provision of services by cultural and
other establishments. -

Such maximum rational fates of the main consumer goods which,
according to contemporary scientific ideas, satisfy, within reasonable
bounds, the requirements of society’s members, figure in planning as
general long-term consumption rates. They are elaborated within the
bounds of the feasible increase of production and purchasing power
in the next 15 or 20 years. For some consumer goods these rates can be
attained in the near future, and for other goods in more distant periods.

Alongside the general long-term rates, rational planned consumption
rates are drawn up which are to be achieved at each definite period of
the plan in conformity with the possible level of production and of
incomes. These planned rates are consecutive steps for the gradual
attainment of the general long-term consumption rates.

General long-term rates are not, however, immutable, given once
and for all. Associal production expands, the people advance culturally,
the scientific study of consumption is further developed, and consump-
tion rates are adjusted and changed.

Two groups of factors are considered when working out rational
consumption rates:

a) socio-economic factors—level of production, level of techno-
logy and labour productivity, the class composition of the popula-
tion, the level of incomes, professional cdmposition and cultural level;

(b) natural historical conditions—the physiology of man, climatic
features of separate areas, the traditions of peoples and nationalities.
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TetaKe tuner .nd more correct accouat of different factors which
determune rases
by groups of populzuon zzzd 2150 gecgr.phzcally (rcm’o-u!ly) Per
cepita ption rates can be d caly us average weighed
differentiated rates, taking mnto 2coount the future composition of the
populaton and 1ts future termtornal d:smbx..uon.

Sacnnfic on tawes of foodstuffs represent 2
based diet which s ﬂzlly adcqutc for nutrztzon and takes 1m0 wcoount
differences resulang from chimaac conditions, dustmcnozs of natoad
food habuts, etc.

Consamgtion rates of clothing and footwear are diferentuzed for
three climatic zones (s} cold, (b) temperate and (¢) Warz.

To take mto consideration ostncnons m clodung, footwear ana
other goods, al de gener.l puon rates (for the
U 8 S R. asa whole), addinonal rates are dabomwd for separate Union
Repubhes and areas

National rates represent the quantey of consumer goods ths popala-
tion needs to bay annually to restore the wom-out part ofts clothung,
foorwear, ete.

Ranonal rates are calculated on the bags of an approxamare outfit of
clothes and footwear for a famuly of four Proceeding from the periods
of the phys.cal wear and fashicn-obsolescence of arncles, ecanormusts
ascertan the quantity of fabnics, knitted goods and footw ear needed
for replenshing the annual wear and tear

Rational consumption rates are worked out by summansng the
available stanstical and practical data, and also on the basis of appraisals
by and experts dly venfied by expeniments and
discussions Materwals of | budgct surveys play a Izrgc part 1 substantiat-
IDg CONSUMPUON rates,

An 1dea of the rangnal consumplron rates of foodstuffs and of aon-
food goods can be ganed from the table on the next page.

The expenditure on saerce 15 determned on the basis of the pla
for rescarch 1 saiehice and engincering and the plan for applymmg the
resules of these stadies m the natonal economy Development of
the socual and natural sciences 15 plinned by the U S.S.R. Academy
of Saences and of the techmeal and agncultural sciences by the

The State & for Sacnce «nd Technology holds a
feading plice 1 planming the development of the respeenve spheres.
The outlays ca saence grow very swifly both rclauvely aad
absolutely
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Annsyal
Unit of | consusptior

Foodstuffs measutercent | per capita
Meat kg 87
Fish » 16
Milk and dairy products ” 167
Sugar 3 a4
Eggos pcs 365
Potatoes kg 120
Non-Food goods
Cotton fabrics sq m 374
WOOHEIL » » 51
Silk fabrics [I I T 103
Linen fabrics n 32
Total 580
Non-spun fabrics 5 on 2
Knirted underwear and garments pieces 825
Leather footwear pairs 33

79

The following data illustrate the growth of the Sovier Union's

expenditure on science.

Expenditure on Science and the Training of Personnel in Higher Educational
Establishments Covered by the Budget of the U.S.S.R.

1940 | 1950 1960 1964
Sdence, million roubles 113 539 | 2,339 | 3,971
per cent 100 430 | 2,100 | 3,450
Higher Educational Establishments .
(million roubles) 288 721 | 1,167 | 1,450
per cent 100 250 100 500
Total, million roubles 401 | 1,260 | 3,506 | s§421
per cent 100 310 870 1,360

In determining the scale of the expenditure, account is taken of the
trends of research in science and engineering not only in the Soviet
Union but in all highly developed countries.

In contrast to the outlays on science, the expenditure on the mainten-
ance of administrative institutions is steadily reduced relatively {in the
total expenditure) and also in absolute figures.
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de

After determining the p ] resources for 1
and caleulanng soc.al needs of every kund, comes a job of great m por-
tance and complexaty—co-ordination of resources and needs.

Several vanants of the bafance of the given resources are drawn up
«nd venfied and ways of reaching the opumum i production and
consumption are outlmed. Mathemancal methods and clectrome
computers assume ever greater significance m this work. Since the
co-ordmanon of resources and needs mcludes all kinds of resources—
matertal manpower and financial—and needs of cvery kind, a muln-
farsous system of balances 15 brought mto acnon, speafic, synthenc
and global balances. At the mnal stages of drafting nanonal economic
plans the dovetailing of resources and needs and the establishment of
the most effiaent proportions mn the economy are attaned through the
extensive use of ecozomic models for planning purposes.

Let cs see what economic models are uttlised 1 planning

4 THB USES OF MODELS

The method of 1 or modelizg d d mach devices
or structures has long been used m mdusn'y and consrucnon. Apart
from maxmng 1t posaible to visuahse hus project as a finished prodact,
the model enables the daxgnzr o put1t thxough 1ts paocs and to chcck
1ts behaviour under rezhisne op gh test
of 2 model may munimuse the unforeseen m the cpmnon or manten-
ance of structures, machines, devices, etc. Simulanon or modellmg 1s
used very extensivelv m many fields of producwon, scence and
engineering

To construct an economco-mathematical model means to express
the funcnonal dependences of a given cconomic process
mathemancal terms

To be able to do so we must the q
berm een the econamuc tadices of the process under study Now, these
mvolve the qualitanve aspect of any econonuc process. Therefore, a
qualttanve socio-economc analysis of 1t must be basic to 1ts econemico-
mathemancal model Most often 1t .s pracucally smpossible to express
mathematcally the mflsences and mteracnons of all factors mvolved
without excepion. Therefore, the model 15 restncted to che key
factors, to deasnve relanonships and dtp:ndcnuts. Even then the

h -al model of an or o-mathe-

matical model, consurutes as 2 mlc a h:ghly complex set of equations
and several cond P by ineq Suchamodel may bea
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system of interrelared rables with a series of initial date and quantities
to be determined.

Naturally, an ecoromico-mathematical model is always simpler
or poorer than the acrual economic problem he model represents.
Yer 2ll kinds of experiments can be made on such a model, it can be
analysed, and finally the best solutions can be found.

It is the analysis of the economico-raathematical model with the zid
of mathematical techniques that constitutes the main stge of the
treatment of an economico-mathematical problem. A vast volume of
computations characteristic of this class of problems is effectively done
with powerful digital computers.

The simplest model is a function of economic parameters. A number
of economic dependencies can be expressed by a funcdon of one
variable—Hnear, parabolic, hyperbolic, exponential, logarithmic, etc.
Each of these funcdons represenss a definite type of quantitative
dependence. Functions of one varisble as well as of several variables are
used. The model-funcrion applies to an economic process which
depends on one or several basic factors. For example, the consumption
of a2 commodity by identically composed tamilies depends mainly
on their income.

When it is found difficult to establish immediately the dependence
between certain variables, recourse is had to establishing the dependence
between these variables and their increments. This leads to differential
equations by which the dependencies between the funcdons themselves
can be found.

More intricate economic processes are modelled by a set of equations.
Setsof linear algebraic equationsare usually used for describing statistical
processes (e.g. the distribution of available resources).

Techriques furnished by the theory of probability and mathematical
saatistics have long been extensively used in Soviet economic planning.
Linear programming and inter-sectoral input-output analysis are now
being effectively developed und applied with the aid of electronic
computers.

Highly promising methods of dynamic programming have been
developed in recent years. Suppose the problem is to determine the
maximum output of automobiles over a long-term pericd, taking into
account the inpur-output relztons of zutomobile building with other
sectors. The problem can be solved in many ways. A lot of ste2] can be
put immediately into the prodaction of automobiles. Alternatively,
more steel can fizst be pat into the expansion of automobile-building
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enterprises to produce more vehicles Bat later. An imp
feavme of such problems is the development of the best procedure to
obtain the best resules.

The major economico-raathematical models applied for planning
the Soviet national economy are: (a) the preliminary or provisional
input-output table of the national economy and (b} the inter-sectoral
input-output table of national production and consumption.

Let us consider the application of the provisional table to planning.

The most general targets of the national economic plan for 2 certain

period are determuned quantitaively by developing the inp P
table of the nationai economy.
The table is 2 system of several inp \X} I:

nhcmnremof;ggrcgaz:wonommmdmmndsm‘bmgdx:ym
of sociahst production and its results for the period accounted or
Lanned.

F The input-output table of the national economy is used for determin-
ing the scale and rate of development of ymdumnn for a planned
period and the p ding to general
economic laws and speczﬁc t:a:gm of yro&umnn, between the state
sector and the collective-farm and co-operative sector, between sections
of sodiety, and & the two subdividons of prodacdon (I, the
prot‘iixswdon of producers’ goods and I, production of consumer

Thc)basu: structural components of the table are:

(1) A sumimary selection including 2 summary table, 2 r:prodnc-
tion table for basic sectors, 2 table of fixed assets, and 2 table of levels,
proportions and rates of national economic development.

(2) A table of production, distrit and ion of
products, with tables of mezns of ‘production (producers’ goods) and
objects of consumpticn (eonsum:: oo oods).

(3) A wable of produ and final ption of
the national i mcamc, with tables of financial relations berween the
state, co-operatives, collective farms and private perons and a table
of private cash intomes and expenses

{4) A table of labomr resourees.

The development of the mnnm!—cooncm.c p!zn, whx:h zs.
essentially, a plan of socishst
without determining the necessary gmyomom and x:Lnom in the
coonomy for the pericd planned,

It is only by the summary inpat-output table of the natiozal
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economy that all major national-economic proportions can be
computed in their dynamics, mutual relation and inter-dependence.

In long-term national planning the provisional input-output table
projects the national plan, determining its main items: the rate of
growth of industrial production, its structure (group I and group 1),
capital investment, the effectiveness of accumulation, private incomes
and the volume of trade.

The method of variant approximations and the provisional input- -
output table enable the development of sectoral plans to rest on a
thorough study of the level of economic development, its relations and
proportions, the interdependence of different sectors of production
and its variation over the period planned.

When input-output calculations have projected the direction and
rate of development, the levels of development of the key sectors, and
the volume of saving and consumption, individual sectoral targets,
can be elaborated and co-ordinated.

The provisional table is an economico-mathematical model of a
country’s national economy for a period assigned. It includes the
following compact group of closely interrelated items:

National product

including:
subdivision I
subdivision IT

Industrial product (this consists of outputs for different sectors).

including:
subdivision I
subdivision II

Agricultural product

National income

Capital investment

Accumulation fund

including:

Production-accumulation fund

Non-production accumulation fund
, Consumption fund

Real private incomes

Volume of trade.

The absolute magnitudes of the above items are given as from the
beginning and the end of the period planned. At the same trime the

verage annual rates of variation of these quantities are also detcrmined.
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The problem of the relation and dependence between the rates of
growth of production, the saving of productive assets and the assets-
output ratio of output growth is solved in its general form with
the aid of a theoretical analysis of the process of reproduction. This
analysis warrants the conclusion that the rate of growth of output
equals (other conditions being equal) the quotient from dividing the
rate of the production saving of social output by the assets-output
ratio or, to put it differently, the product of the rate of production
saving by the cffectiveness of saving.

To apply this conclusion to planning the rates ot growrn or produc~
tion fora certain specific period, the following trends are investigated in
the development of a long-range plan: (a) change of the capital-output
ratio, (b) change of the proportion of national income in national
product and (c) change of the proportion of savings of productive
assets in the national income as a whole and for each major sector.

Naturally, when plan targets are worked out for a year, i.e. when the
planned year is compared with the current year, the relations of the
previous year can be assumed to be stable for the planned year as well,
taking into account the fact that structural changes within one year
will not be so considerable as seriously to affect these relations. How-
ever, this applies only to preliminary drafts. The Soviet economy
develops at such a high rate that intra-sectoral and mter-sectoral
structural changes may be considerable even for such a short period of
time as a year.

Still less is it permussible to extend automatically the relations
evolved in the account period for any long-range term. For planning
at long term it is necessary to investigate the trends in the pattern and
development of these relations.

First of all, a study is made of the capital-output ratio or the ratio of
fixed capital to the national product.

The more important factors responsible for the effectiveness of the
use of fixed capital include: (1) change in the sectoral structure of
industrial production, (2) change in its territorial structure and (3)
mechanisation of labour-intensive processes.

Let us discuss these factors in more detail.

(1) The priority growth of the sectors of the group I and in particular
the accelerated development of the generation of electric power,
mining, oil extraction and the production of gas as well as ferrous and
non-ferrous metallurgy and the chemical industry are objective factors
of the growth of the capital output ratio. However, it is necessary to
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ke mto sccont the opposite trends m the vananon of the sectoral
The rapid develop of sectors like organic synthesis, the
producuon of light metals and sems-conductors, electromcs, ete.,
appreaibly decreases the capital-ousput ratio
Increases 1 the capatal-ontput rano are nentralised 1o 2 cortam extent
by savings on current expenses as well as mcreases m the productrary
of ibour 1n the panonal ecopomy as a whole.
(2) An prog of n liy:
bly for 2 while the capizl ouzpu:
nto Howcv:r, thcmm)dnmon of the nicher deposits of Tess developed
areas 15 bound to rase derably the effe of
(3) The complete mech  of lab m all
sectors will entl unportant economic consequences. The efferuvencss
of wvestment amamcd with the mitial introduction of mechansed

ud d not by the resnlung increase of output but by
reduction 1n the number of ploy and lower prod: costs. It
should be notd thar the complete meck of, ductzon, the
trapsition from parnal to overall mech and d

tion 15 bound to mcrease substannally the effecuvenzss ‘of mvestment.,

The factors directly conduave to the effecaveness of investment are
techmcal progress m all 1ts forms, the expansion of producnon by the
reconstruction and technical renovanon of operatig enterpnises and a
better use of fixed and crcolatmg capita] a5 a result of technital progress
and the development of the creatve wutanve of employees. Of
essennal 1mp 15 the 1mp ot the of capinal
construction 1 producuve sectors a higher proportion of equipment
and 2 lower shate of consmucnon work

All the factors mennoned above operate smultancously, bu: the
results of thewr differ at dufferent stages of
ment. To determme correctly the varation i the opm]—om;:ut rano
15 2 complex and labonous problem, However, no absolutely accurate
and complete regustration of all changes 1s necessary for 2 prebmmnary
exammanon of the rates of growth. Rather 15 this 2 problem o be
scttled at subsequent stages of planning

Both theorenical acuwity and pracncal planning mdicate that the raes
of mvestment can 1 socalist soctety be detcrmined m planmg as
effectively as the demand and output of some pmdun Objectrvely
possible rates of mvestment for 2 long-range pertod can be determined
by caleulatmg the followmg basic factors

() the proporaion of patonal iwncome 1 nauonal prodoct.
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(b) the proportion of the fund of investments in national income,
(c) the proportion of investment in productive assets in the total
fund of investment (in some cases of investment in fixed productive
assets), and
(d) the capital-output ratio of production (in some cases fixed
" [productive] funds are taken for the ratio).

~The quantitative measure of these factors is determined on the basis
of the input-output accounts of the national economy with allowances
for possible changes of these factors in the period planned.

To determine the rate of development of each sector, it is highly
important to ascertain the changes in the proportion of this sector in
production and the proportion of investment in productive capital
in this sector with respect to the entire investment fund, or in other
words that part of output which will be channelled into the investment
in productive assets of this sector. The part of the aggregate product
invested in any sector in the form of productive capital can be expressed
in units of output of this sector. If the proportion of the sector in total
output is I : 2, each unit of aggregate output can be equated to 2 units
of output of the sector under consideration. Having expressed the
investment in productive assets in a given sector in units of output of
this sector, we can compare and analyse the relation between the
productive assets and output of the sector under consideration.

Thus, to determine the rate of development for a sector, the follow-
ing quantities must be calculated additionally:

(2) the proportion of the saving of productive assets in the sector
under study with respect to the total amount of saving, and

(b) the proportion of the output of the sector under study in total
output.

The decrease of the capital-output ratio owing to a higher yield of
fixed productive assets, a saving in the use of cixculating capital,
quicker returns on circulating capital, etc., tend to increase the rates
of growth. An increase in the proportion of investment also operates
in this direction.

The Soviet economy has an important advantage: objective possi-
bilities for ensuring a planned rate of gtowth Making use of this
advantage of the socialist system, stemming from social ownership
of the means of production, the state establishes and maintains the
required rate of development of each sector of the national economy.

The deliberate establishment of rates of development of production
as a whole as well as of its specific sectors requires an obligatory plan
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and 2 pravision of labour resources necessary foz the development of
production and the maintenance of steady growth in the productivity
cf labour.

The sccond makod of development of the provisional input-cutpue
table is dlosely connected with che first one. The second method
proceeds from calculations of the input-output table of manp
resources for a long-range period and of an objectively possible growth
of the productivity of labour. The total population number and the
rumber of able-bodied population are determined on the basis of
demographic calculations. Then possible manpower resources are
calculated, including those zesources which can ECJ drawn into

industnies, caltural acay ity, services,and

'S

‘The national produact results from the operation of two factors:

(a) the number of those engaged in material ¢ and
(b) their efficiency {the productvity of live libour).
The caloulations of the summary labour input-output tzble make it

possible to establish at long term the number of those to be engaged
in material production. The calculations are performed in approxi-
mately the following order:

1

1. Totalpop

2 Number of ablebodied
popalanon:

3. Number of pecple above
the penton age and under
Al age engaged m the
national economy:

4 Number of those engaged
i houseliold work:

5. Namber of those engaged
in studies withowr dis-
contnutag gainfulemploy-
meat:

&, Nuaber of those engaged
in producave and non-
prodvative sectors:

7. Number of thase engaged
in non-prodactive sectors:

D ired taking fpp account the aversge
annpal cocfficient of mamm! popaliuea
growth

Determined on the basis of demographic
aalcalations
Determuned taking fuo account their rato ta
the namber of sbis-bodied people in che
previous years

Detertned taking oo accotct the reducion
of this number
Determined aa the basit of Ixpuzeourpes tables
for traimmg manpower

All resouress of gainfully employed are d{ﬂ"
minad (thoss engaged 22 all spheres mizm
those engaged in bomebold work 20d stdies)
Determined for basic 563ds (eduration, pobhc
health, culturl activiges, sericrs, admind-
mation); smadsrd ragpgs we wed in de
almbitons



CALCULATING LONG~-TERM AND CURRENT PLANS 80

8. Number of those engaged All engaged in the national economy are taken
in the productive sphere:  int> account minus those engaged in the non-
productive sectors

Employees are distributed between the productive and non-
productive spheres taking into account the need to meet more and more
effectively the material and cultural requirements of the population as
well as the need for the growth of the productivity of labour to
increase the proportion of employees engaged in the non-productive
sphere. .

The determination of a possible number of employees in the
productive sphere is followed by the long-term calculation of the
growth and level of the productivity of labour. The calculation must
take into account the data for previous periods and estabhish a multiple
correlation between the indices of fixed capital per first-shift employee
(the ratio of fixed capital to the number of employees engaged on the
first shift):

—the consumption. of power per employee. and
—labour productivity or net output per employee.

Then the prospects for the growth of fixed capital per first-shift
employee and electric power per employee are estimated. Having
established these two factors, we determine the prospective size of
output and the rate of its growth. All further calculations of the pros-
pective national income, its structure, the volume of capital investment,
etc., are based on an analysis of input-output relations in the national
economy.

The third method is based on determining the fund of consumption
end input-output relations between subdivisions I and II of national
production. The consumption fund is computed on the basis of the
population’s consumption budget {or previous years. The population’s
consumption budget is drawn up by analysing family budgets, sets
of selected foodstuffs and consumer goods, and official housing, service
and cultura! standards. The population’s consumption budget helps to
determine the total fund of consumption. The calculation of this fund
and the corresponding stock of consumer goods makes it possible to
establish the volume of output of subdwvision II. Then the entire
volume of national output is calculated by analysing summary input-
output tables of the national economy for previous years and determin-
ing input-output coefficients between subdivisions I and II.

The above methods of calculating the provisional input-output table
of the national economy are applied simultaneously. The combination

/
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of all three methods in plannt snyritsed
of the b&c;mpoxnonsm la..g-r.:xg: pl:r.ﬁ. Afer thar xh:l—rzlo'\-
ment of partcular inpus-ourpur P!:m for maedal, fnancizl =d
Tmanpower resouress c2n be pr
mmddofzm\mzysemmmymrb.._..ljt:rof:pmd
planned, sez out 25'2 provisionsl inpot-ontpus table of the nssona
economy, should then be expanded fnto 2 sysem of zadozal economic
input~output plins. Of mzjor importanee st this stge is the devdop-
ment of the inter-sectoral inerr-guspat plia for oxtpar, distribarioa
and consamption.

Several fundamental wmvestigadons fnwo the inra-seczom) izpree
output plan have been carried out in the Sovier Union in recemt years,
Mention should be made Srstly of the investigazicns pafommed by the
Censral Statistical Board of the USSR, taso the inter-secroral inpure
output sccount of producdon and the intorsectom) mput-outprr
fabour plan in 1959, 33 well 25 the invesigations @rmied oot by several
laboratozies for area inter-sectoral impus-outpus wblss of prodocion
(the Mordovian, Tatar and Rarelizn auonomoss republics and the
Kaliningzad Region).

The Economic Research Insimte aod e Compating Ceatre of the
USSR, Gosplan {the state Pl;xx:.mg Commitzee of the USSR)
bave developed an mrz:—secw::l input-ounrpat table for 1966 w 1970
fromdataofthenst icplinof the U S.SR.for196220d1963.

Agmmlschmcf&mrz-sw sl inprr-ontpat table of prodac-
tion, diszribution 2nd consmmiption ta physical terms n be represenzed
25 shown o page 91

The inter-sectoral inprr-ouwtput table m physical temms desaribes
ﬁamcfphynmlmm.nm:adomoﬁhcmmmp—m
tion. The entire volune cfoupm(w.Lp:g iron, stecl, clecdc powe,
e1c) in the nationsl economy in the )‘c.rplan..xl(pmd._mdm

imported outpat, ) is chaznell T of the
comspc..dmg sectons of the mn:m.l wuacmy. no cxport, peI-
goods) znd savizgs. Summing vp,

e obtain the “Anal ou:p..z ” of the corresponding soctor.

By proper cconomic analysis we cn calaglate the coeSdenn
(standard rates, quotss) of the mazerial expendizre of ongpur prodaced
by seczor A, for exampls, for the production of smit owzpat ia those
saaonuiu:hw»rmth:ox;acfmor&m;-:é.m
of direct exp Their ing is quite sisples ar 2
givea technical level, there are definize q&:;zz:::zm relasens berween




CALCULATING LONG-TERM AND CURRENT PLANS (223

Sectors Units Resotirces Distribution of Resources

Material Constmp~  Final Output
tion in Production

Production
Import
Others

Total
Sector A
Sector B
Sector C
Export
Savings

Consumption outside production
Total for distribution

Sector A 1

Sector B

Sector C i

interrelated sectors of production, ie. definite quantities of output
produced by allied sectors are expended per unit output of a given
sector. Any change of output in one sector requires adequate changes
of outputs in other technologically allied sectors or else changes in the
rates or quotas of expenditure of output of these sectors per unit output
of a given sector.

The matrix of coefficients of direct expenditures makes it possible
to describe quantitatively the direct input-output relations between
different sectors.

However, a knowledge of the direct inter-sectoral relations alone
is insufficient for economic control. Indirect expenditures on the output
of any product must be taken into account.

Direct plus indirect expenditures make up total expenditures. Here
is an example based on the data of the input-output table for 1959.
The production of 1 ton of pig-iron required 29 kg of coal directly,
and 870 kg of coke (which is equivalent to 1,241 kg of coal), then 18
kWh of power (which is equivalent to another g kg of coal); other
indirect expenditures on 1 ton of pig-iron in terms of coal amount to
133 kg, which makes a total of 1,383 kg of coal. Consequently, total
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expenditures of coaf per ton of prg-ron amoun to 1 412 kg (29 kg +
1,383 hp) t ¢ ucacly 49 tumes as much as direct expenditures

To obtam the matux of total cocfficients, the matrix of the direct
cocflicients 18 mverted with the aid of clectronic computers

A flow of output of a sector which 1s represansed an physical serms
w the above wnter-sectoral mput-output table can also be expressed
m money

The pricng of the mter-scctoral mput-output table makes 1t possible
to desenibe not oy the flows of autput as a movement of goods but
also the amount and type of expenses on the output 1 2 given scctor
Conunon measurmg umts make 1t possible to supcampose twa wput-
output tables the table of output fows and the wable of expenditures
ont output

The mtcr-scctoral smput-output table 1 terms of cash 13 2 complex
matnx of approxmately the followwg form
Ger erol S eme ofs] ¢ I ter=Sectoral I put Ouspus Table of Production, Distrsbusion

and Co sy on {1 moniey)

Dustrib aton Matenal o 1su ption
of resources 11 prod iction National ot se
See See- See- Tund of

tr  gor o ) Quipkt Consutrps savings

i+ 3 C Jor fos ad  Totd]
export  fund  resenes output
Resoutces

Sectot A
Sector B
Sector C
e st quadrant Third quadrant
Deprecuat on

Total

Wages fund | Sccond quadrant
Tncomes of
C“(Cq\ﬂsci

Total

Grand total
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The inter-sectoral input-output table in terms of cash is a three-
quadrant table. The first quadrant describes the inter-relations of all
sectors of material production, and the total gives the fund of replace-
ment of the means of production consumed in the process of produc-
tion. The second quadrant gives the wages fund and the gross incomes
of enterprises, their sum being equal to the national income.

Summing up the totals of the first and second quadrants (by columns)
we obtain the sum of all expenditures on the output of each sector as
well as the national economy as a whole. This sum indicates the
structural sectoral pattern of the national product and national income.

The data of the third quadrant of the table give the export of output
and the use of national income for consumption and savings.

Treatment of the table of direct coefficients and the solution of the
corresponding set of equations with electronic computers yield the
inverted matrix or the matrix of total coefficients of expenditure. In
contrast to the matrix of direct expenditures, the matrix of total
expenditures shows the entire output of sectors expended on a certain
output of another sector both directly as well as via the outputs of
other sectors. It is very important that total expenditures should be
related to unit final output. By final output is meant the output consti-
tuting the material content of accumulation, consumption and export.

A proper appraisal of the possibilities for applying the inter-sectoral
input-output table in planning shows that it is an 1mportant tool of
national economic planning. The sphere of application of the inter-
sectoral input-output table is very wide. It can be effectively used at the
preliminary stage of planning, during the development of a plan as
well as during its progress.

The provisional input-output table of the national economy is
specified on the basis of the inter-sectoral input-output table approxi-
mately in the following order:

(1) The total size of nationmal output and national income is
determined for a period planned (i.e. the quantities x and y) on the
basis of calculations of the provisional input-output table of the national
economy.

(2) The sectoral structure, x, is determined from the calculations of
the provisional table. This structure may, of course, conrain aggregated
items cnly. These are above all aggregated for the following sectors:
industries, farming, construction, transpott and communication. The
analysis of the effectiveness of savings, the trends in the productivity
of labour, the dynamics of the consumption budget and the structure
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of capital wvestments makes 1t possble already, at the suge of 2
prelumnary mput-output table, to determune passible outputs of the
sectors producng metal, electric power, machunes, chemicals, cement,
and consumer goods

(3) Trends are then determuned mn the vanation of the coefficients
oi dncct expenditures versus technical progress. The matrix of the

of direct expead of the p penod reflects the
rclcvant proportions evolved over this p:nod. They have been affected
by both prog and and these coefhi

cannor be extended to the pcnad Planncd. ‘The concrete proportons
and relations (and these are reflected by the cocfficients of durect
expenditures) depend mot only on changes m equpment and
technology but also on quahtauve changes 1 the structure of
production.

(4) The physical p Lo i)
(savings) and export, 15 dcbcrmmcd on thc basts of cata on the structure,
x, and the plan mamx of direct expenditures. As for the general
amounts of consumption, savings and export, these are given earlier
by the provisional mput-output table of the national economy

The above four stages yield for a planmng agency 2 provisional
(preltmunary) inter-sectoral table of producuon and consumpuon of
30 to 40 columns and hines This mput-output table 15 a sound basts for
subsequent more elaborate sectoral and area plans mvolving the enare
set of input-output calcul ‘materal, manp and

The role of the inter-sectoral mput-output table especially increases
afiter the draft has become a national plan, the table becomes a tool for
preserving proper proportions i economic development under any
changes introduced as the plan 1s realized Using the mput-output
table, the plan may incorporate (ralong fully nto account alt natonal
€cor omic 10p! put relatons) ady ghout a penod
planned as dafferent factors of. develop change over this
pertod

Apart from the provisional input-cutput table of the nauonal
economy snd mter sectoralinput-output plans, several more spectalised
wunonnco—mz:h:xmncﬂ models have been dcvdopcd. Thrsc mdud:
the 2l models of the op

specialisation of production m different sectors.
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The State Economic Plan of
the U.S.S.R.

In the preceding chapters we dealt with the methous, we organisation
and the techniques of calculating long-term and current plans. Let us
now examine the ultimate product of the planping agencies’ and their
numerous helpers’ efforts, the drafting of the centralised economic plan
of the US.SR.

‘We can do this best by resorting to the recently drafted long-term
economic development plan for 196670, known as “Directives of the
23rd Congtess of the C.P.S.U. for the U.S.S.R. Five-Year Economic
Development Plan for 1966-70”. These directives emphasise the
following sections of the long-term state economic plan.

—the principal results of the economic development of the

U.S.S.R. in 1955-65;

—the main tasks of the economic development of the U.S.S.R.

in 1966-67;

—industry;

—agriculture;

—transport and communications.

—capital construction;

—higher living standards and a higher cultural level for the
people;

~-siting of productive forces and the development of the economy
in the Union Republics;

—foreign economic relatons

Approximately the same is the structure of other long-term plans.
The annual economic development plans of the U.S.S.R. have 2 more
detailed structure, including material balances, distribution plans, plans
of inter-Republican deliveries, and others.

Let us see how plan assignments are fixed for the basic divisions of

the long-term plan.
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per cent in the course of 1059-65. Industrial output increased by 84 per
cent.

The industries which form the foundation of the retooling of the
entire economy and of steady technological progress—power engineer-
ing, machine building and the chemical industry—extended their
share in the total industrial output from 27 per cent in 1958 to 35 per
cent in 1965. Radical changes took place in the country’s fuel balance
The share of oil and gas, which accounted for 32 per cent in 1959,
increased to §2 per cent in 1965. Qualitatively new production
machinery was built up; fixed productive assets m the national
economy as a whole increased in the seven years by 9o per cent, and in
industry they were doubled. The seven years saw the construction and
the commissioning of more than 5,500 big industrial enterprises. This
means that in the course of seven years Soviet industry built up d}C
same amount of productive capacity as had been created previously in
the course of many decades of economic development. .

The Soviet Union is leading the world in the development of certain
key branches of science, technology and production (space exploration,
nuclear physics, mathematics, electronics, radio engineering,
metallurgy, rocketry, aircraft building and some other fields).

The growth of production and the creation of the necessary resources
made possible some major measures to raise the living standards of the
people. -

The real incomes of the working people increased. The minimum
basic wages of factory and office workers were raised, as were rates
and salaries for low- and medium-paid employees. Income tax Was
cither abolished or reduced for a considerable section of factory and
office workers. Pensions were established for collective farn}cts.
Minimum pensions for some categories of pensioners Were ralsgd.
Benefits to war invalids were expanded. The grants and benelits
received by the population out of public consumption funds wcn;
74 per cent greater. The working day was reduced to seven hoursdo
even six hours for some categories. Housing construction g;:ﬂlm ‘3‘;
Way on a large scale. Ninety per cent more housing was dalt “:st
commissioned than in the foregoing seven years (1952‘58) and alm
as much as had been built in all the years prior to 1958- 4 The

Consumption of manufactured goods and foodstuffs mcrcasf(; e
plan for the development of pre-school institutions was OVer nt ';';

All these indisputable facts are vivid proof of the Soviet U0
stccessful economic develoment. But an objective appraisal of the

Q
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results of the previous plan period meludes not only the posive aspects
of work. It must also take mto account the most marked shorteormings

pl g 8 and unl of

The successes scored, no matter how signuficant, do not sansfy the
Sowiet people In order to carry out successfully dhe programme of
building the matenal and techmeal foundanon of commumsm, to
ensure the world s hughest level of labour producavity and 0 attan
the hughest hiving standards for the popul as compared with any
developed capitalist country, 1t 1s essennal to speed up the rate of
cconomuc development, to improve the efficency of producnon
management, and to obtamn the best results with che least posable
mput

An analysis of Soviet economic development 1 the recent years has
shown that there was a drop m growth rates a deterioratron 1 the
effictency of capital investment, and 2 certam worsening of qualitanve

d m induostnal develop Here are some data,

Average Annsiad Rate of U S S.R.'s Industnal Development
195258 | 1psp-65

b of mdustral oatput mcluding +12°0 +92
Output of means of production (group A) +128 | +103
Production of consumer goods (group B) +10°7 466
Growth of labour producuviry i mdnstry +76 L«Hz

The successes of the nanonal economy of the U § S.R. could have
been moze derable had more adeguate use been made of the
objective opportunties mherent i the Soviet socahst system. The
output of staple farm produce m the U S S.R. 1 growng However,
the rate of thus growth n 196165 was lower than i the foregomg
years The result was that the seven-year plan asmgnments for agrcul-

tural development failed to be carmed out.
Considerable shontfalls m the output of agnicultural produce were
d, first and fi with a decel of the growth of

output by group H industries and with the widening gap between the
mcrement-rate i groups [ and I in industry

The growth of prod by group I surpassed the rate of growth
m group Il i 1g51-58 by 20 per cent. The target figures for 195965
provided for 28 per cent, though actually dhus gap wcreased i dhae
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period by $6 per cent. Group I was delivering a diminishing share of
its output to the industries producing consumer goods. In 1950 means
and objects of labour for group I accounted for 28 per cent of the total
output of group I, whereas this share diminished on the average to
1820 per cent in the course of 1961-65.

The errors made in economic planning, as well as a randon arbitrary
approach to the solution of intricate economic problems, led to
infringements of important proportions in the development of the
Soviet economy. The result has been that the development of the oil
and gas industry and of the light and food industries lags behind the
targets planned. The lag in the development of agriculture and
industries producing consumer goods led to disproportions between
the growth of effective demand and the stocks of commoditics and
supply of services. This had an adverse effect on the growth rate of the
population’s real incomes and on material incentives. The develop-
ment of industry was inhibited by shortcomings in capital construction.
There were delays in commissioning certain items of productive
capacity, a scattering of capital-funds among construction-projects,
and a considerable growth in the cost of the enterprises commissioned.

The fact that plans for the introduction of new equipment and tech-~
niques in industry were regularly underfulfilled and that important
scientific discoveries were being put into practical use only after
considerable delay had an adverse effect on development rates in
industry.

All these shortcomings were due to the inadequacy of the industrial
management system and to defects in the sphere of planning and
economic incentive, which together prevented the complete utilisation
of the advantages of a socialist economy.

The Directives on the 196670 five-year plan point out that a lack
of balance had developed in recent years between the sharply increased
scale of production, on the one hand, and planning methods and the
economic management and material incentive system on the other.

Another important circumstance was that the aggravation of inter-
national tension caused by the activities of the United States govern-
ment, which unleashed armed aggression in various areas of the world,
required additional funds in order to guarantee the couniry’s defence
potential.

The analysis of the principal results of the country’s development in
the foregoing plan period leads, natuzally, to considering the targets
_of economic development urder the new plan.
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2 MAIN TASES OF THE ECONOMIC DEVALOPMENT OF THE
USSR IN 1066-70
Thss part ot the Five-Yesr Plan Directrves determunes the limes of the
country's economic and cultural development and the targets to be
obtamed 1 the next fve years.

The man economic task of the 190670 five~year planis to secure a
farther connderable growth of mdustry and lugh stable rates of
agricultural development and, on this bass, to obtam a considerable
rise m the people’s living standards and 2 mere complete sansfaction
of their matenal and cultural needs. The directrves state the deaistve
means towards solving this problem, nam:l), the mmcsz !mhsanon
of the achievements of saence and tech ¥, the
ment of 2l social production and the cnlnm:cm:n: ofts effictency, .nd
merease of the producawity of fabour

The formulation of the mam target of the long-term plan contams 2
conase expression of the plan's basic content. This section of the plan
normally mncludes mstrucnons on what must be dope to atam the
targers, Thus, the Directives pomt to five such basie pomts

{1} to mexease mdustrial output by about 50 per cent 1 the five
years, to provide for the further techmical re-equipment of alt
sectors of the natonal economy and to ensure the accelerated
development of consumer goods production,

{2) to 1nerease considerably the ouzpu: of. fzrm produds-

(3) to enhance the y of p logical

ofthe of tabour and prod

berter wse of producnive assets and capatal snvestments, xmprovcmmx

of the quality of goods, and stongent ecanomues,

{4) to speed up fic and teck by

saentfic research, applymg its resalts w produc:!on and un!xsmg

mvennons w mdustry,

(s} to1mprove the management otthe country s economy thmngtx

of pl g, connom.C S of p

P P A

exxension of the mitative ond of

and echancement of the working people’s “materual muerest 1 the

results of thar labour, and to secure 3 cotrect combination of

lised plonned with an

ndependence of imdustral mwpnss.

The clupter “Man Tusks of the Economic Development of the
USSR 1m 1966-70" plays an important pare n the pla. It medudes
some of the general plan asgnments which were outlned at the
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23rd C.P.5.U. Congress by A. N. Kosygin, the head of the Soviet
Government, in his report. Here are some of the assignments which
characterise in a general way the trends and rate of the U.S.S.R.’s
economic development for 1966-70.

Growth of the gross national product by 40 per cent
Growth of fixed productive assets for the country ~
as the whole by more than 50 per cent

including:

industry by 6o per cent
aggiculture by 90 per cent
Growth of national income by 38-41 per cent
Increase of consumption fund by 36-39 per cent
Rise of per capita real incomes by 30 per cent
Growth of gross industrial output by 47-50 per cent

including:

output by group “A” 49~52 per cent
output by group “B” 4346 per cent

The quantitative assignments are conteined in a more detailed form
in the so-cailed “Summary Section” of the state economic plan drafted
on the basis of the Directives of the C.P.S.U. Central Committee.
This section or summary table of basic indices concentrates the most
important key indices of the economic plan, which express the scope
and rates of production growth for individual sectors, as well'as the
most important conditions for the further development of production
and for raising the living standacds of the population. What indices
are these?

They are, first and foremost, the maices of the rate of growth of
the national income, of industrial output (on the whole and separately
for the industries which produce means of production and consumer
goods), of the commissioning of productive capacity and fixed assets,
of the volume of government capital investments, of the growth of
labour productivity, of the increase of real wages, of retail trade turn-
over, of revenues of the state budget, and some other indices.

The index for the growth of national income provides the most
general expression of the growth of production and living standards.
In Soviet planning practice, national income is defined as society’s
aggregate income used for non-productive consumptiohand accumula-
ton.

In order to calculate the volume of the national income, the sum
total of the growth of output by all branches of production is calculated
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creating this wealth, distributing the labour resources of society
throughout the sectors of social production and setting the necessary
and really feasible level of labour productivity and, at the same time,
the level on which the needs can be satisfied, the Soviet state
deliberately changes the proportions and ratios in the national
. €conomy.

Proportions in the social production process are flexible and are
constantly changing with the development and change of the mode of
production and the economic system. Changes in society’s level of
economic development lead to an alteration in the proportions between
production and consumption, between production and the accumula-
tion of the national product, between the individual economic sectors
(and, first and foremost, between such vital sectors as industry and
agriculture), and between the incomes and consumption levels of the
various groups of the population.

The technico-economic aspect of proportions and links of pro-
duction finds its concrete expression: ,

(a) in the rates (actual and planned) of the input of labour, raw
materials, other supplies, fuel, and electric power per unit of pro-
duction or work;

(b) in the rates for the utilisaion of equipment, machines and
production space; '

(c) in consumption rates for industrial goods, toodstufts, etc.

In order to maintain the continuity of production, it is essential to
provide for adequate proportions between the demand for means of
production in the given sectors and the extent of production of these
means in other sectors. A wide range of economic balance tables are
drafted for this purpose. :

The proportional nature of the U.S.S.R.’s economy is not an aim in
itself; adequate proportions are essential not for their own sake but as
the fundamental paramount condition for guaranteeing a high and
stable rate of continvous expansion of production. The establishment
and maintenance of a certain system of proportions is always
subordinated to the solution of the problems of economic policy for the
period under plan.

All this involves investigating and, if necessary, changing the propor-
tions existing at the commencement of one or another period, o as to
establish new proportions that are desirable from the viewpoint of the
problems to be solved in the plan period. This is the chief content of the

problem of proportion planning
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The problem of rates and m the develop of
economc sectors and areas and of conclmng the vancus elements of
the reproducnon process m the mterests of steady economuc and
cultural development has always been the chuef problem of planning
the natonal econonry

The p 1 of the y does not presupp
wdentiel gmwzh rates for all economuc sectors On the comnry. s the
rates were 1denncal proportions would be immediately viofated.
Indeed the nanonal economy can develop successfully only when the
wndustrics and economue sectors that are most important for the given
plan pmod develop at a faster rate and ensure the economuc efficiency
of all the el of prod; With refc to the present coti~
dttions of the USSR ’s economic development, this applies to such
ndustries as power engmneenng, radio electromcs the manufactore of

facilitres, wstr king and some other branches
of maclunc building, and the chemical industry

The purposeful (supported by the consideranon of objective
econormc laws) establishment of proportions and ratios among the
productive branches and areas of the country m distnbuting imple-
ments of labour and manp requires the establush: of corres-
ponding development rates both for mdivadual sectors of production
and for socal production as a whole

Stable and rapid devel and y of this
development are indispensable features of the Sovict economuc system,
Thus 15 connected wath the operation of several permanent factors Here
are the most important of them

(a) planned development of the entire economy, which excludes
disproportions that ate inevitable 1n a non-planned economy,

(b} prevention of unproducuve use of the national mcome,

(c) mamtenance of a ugh rate of productive accumulauon,

(d) personal matertal and moral 1aterest of productive persannel
and intellectuals in the growth of social production.

In the USSR, active research 15 under way mto findmg the
objectrve laws which govern the changes of major proportions and,
m particular, mto such important practical problems as the ranos and
dependence between the growth rate of productron and accumulatron
of productive assets and their efficent use, between the growth
rates of output and labour productvity, and between the rate of
output of means of prod and the f: of
goo!
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These serve as the basis for calculating the preliminary input-output
table of the national economy, which we mgntioned abovg. ¥

Once the basic lines of economic development in the plan period
and the vital proportions in the economy are fixed, detailed calculations
of the chief plan targets are made for economic sectors, Republics and
economic areas, as well as the assignments for consumption and
accumulation. Since the scale of the potential growth of public con-
sumption depends on gross output, it is the assignments under the
plan’s production programme that are set first of all.

3. PRODUCTION DEVELOPMENT PLAN

The planning of production underlies the state economic plan. The
plan’s production programme includes indicators for the production of
industrial and agricultural products and determines all the other
divisions of the plan.

Industry plays the leading role in the U.S.S.R.’s national economy.
This role is determined, first and foremost, by the fact that industry
creates the bulk of the national product and of the national income in
the U.S.S.R. Further, industry is the material foundation of technica!
progress throughout the entire economy. By providing the national
economy with machines, equipment and instruments, as well as with
fuel, power and staple raw-material resources, industry determines to a
considerable extent the development of the entire economy, the scale
and rate of all social production and, consequently, the raising of living
standards.

The following data illustrate the growth of industry in the U.S.S.R.’s
economy:

Share of Industry in the U.S.S.R.’s Economy in 1964

(in per cent)
In fixed productive assets - 49°s
In personnel engaged in material production (construction included) 42°5
In the country’s national product 641
In the national income 536
In capital investments into productive sphere 54-0
In power consumption 680

Industry consists almost exclusively of enterprises which are state or
national property, and it employs the overwhelming majority of the
working class. Another criterion of the leading part played by industry
is the fact that it serves as the basis for enhancing the U.S.S.R.s defence
potential. *
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Gross output is planned in stable (comparable) prices. Since January
1, 1966, the wholesale prices of enterprises (i.e. without turnover tax)
are operating as such prices.

Gross output includes the value of commodity output, of non-paid
raw materials and other supplies of the customer, changes in the carry-
over of semi-manufactured goods, tools and devices produced at the
given plant (and in some industries, also the carry-overs of non-
completed production if the duration of the production cycle exceeds
two months).

Both marketed production and gross output are determined by the
enterprise method. But in order to co-ordinate the plan of marketed
production with the cost of production, with the sales plan and with
the financial plan, the former is planned not in comparable prices, but
in prices operating at the moment of the drafting of the plan.

Industrial output in physical terms is presented in the centralised
economic plan in the form of assortment or a list of the most important
products (it includes the obligatory products distributed under inter-
Republican delivery plans, i.e. for deliveries from one republic to
another, and the products used for building up reserves, for
exports, and various all-Union needs).

The Directives include the following basic indicators for the develop-
ment of industry in 196670 (in per cent of 1965).

Total Industrial Output

including: 147-150
Output of industries manufacturing
means of preduction (group 1) 140-152
Output of industries making
consumer goods (group “I”) 143-146
Oil 142-146
Gas 173-185
Electrical powe: 164-166
Rolled Steel 134-138
Chemical industry ’ 200
Machine-building and metal-working approximately 160-170
Light industry approximately 140
Food industry approximately 140

Tn addition, there are separate assignments for the production of 40
items of goods in physical terms and eight types of goods in their
summary value in millions of roubles.

The estimation of the scope and growth rate for industrial
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Of primary importance is the cstablishment of adequate proportions
between the output of means of production (group 1) and the output
of consumer goods {group II). The high level of economic develop-
ment reached by the U.S.S.R. permits it now to develop the industries
both of group I and group Il at a fast rate simultaneously. The Direc-
tives envisage that the growth-rate of group II should be brought
closer to that of group I In 1959-65 the average annual growth rate
for the manufacture of means of production was higher than that for
the production of consumer goods by more than 5o per cent, whereas
in 1966-70 this rate will be but 10-15 per ¢ent higher.

Under conditions when the growth rates for groups I and II are
coming closer, the part played by heavy industry acquires a new
meaning. Heavy industry must, as before, play the leading part in
guaranteeing the buiiding of a strong material and technical economic
basis, intensive technical progress and enhancement of defence poten-
tial. However, due to the rapid growth of the industries which turn
out consumer goods, investment in the enlargement of enterprises
turning out means of production for the light and food industries,
agriculture and housing construction, and in cultural and other services
for the people, is steadily growing. Heavy industry eaterprises turn
out larger quantides of goods for cultural and household purposes.

In this light, the development of the chemical industry offers
excellent prospects. For the chemical industry the Directives envisage
150-200 per cent enlargement of the output of various high-quality
chemicals and other articles for domestic use, while in the “non-
ferrous metallurgy” section a threefold increase of consumer goods out-
put is planned. Similar targets were set for all branches of heavy industry.

Along with the planning of rates and propordons for industries, of
major importance is the planning of industrial output for the Union
Republics and economic areas.

The production programme of industry in a long-term plan (for
five years and more) is calculated on the basis of estimating the national
economy’s needs for goods produced by a given industry; of analysing
the achievements of Soviet and foreign enterprises which produce
similar goods; and of long-range estimation of technological progressin
the given industry. The latter includes calculations of the prospective
balance of productive capacity, in view of the long-term plan for the
development of economic ties with enterprises, organisations and insti-
tutions which consume the given goods,and calculations for the develop-
ment of the raw material, fuel and power basis of the given industry.
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Current (annual) programmes are drafied on the baus of rough
esumates for the relevant year of the long-term phan, kg due
account of newly explored resonrces und of the needs of the nazonsl
ccoromy as well as the permanent economuc bonds between a given
ndustry or department with other mumismes ete,

The drafung of industry s prod progy volves an
appratsal of the natonal y s Teq) for ind 1 goods
mn the plan p nod caleulanion of the entesprises” producave capaary
and of the quanuties of raw materuls and other supples, fuel and
power necessary to provide for the planned output of industrial
goods Productine capacity balances are important tools in drafting
the production programme of industry These balances are compiled
by every enterprise by every muustry by the Republican Gosplans
and, for the key branches of industry are generahised by the US SR.
Gosplan

The balance of productve capaaty 1s drafted according to 2 pre-
fixed range of goods (pig won, steel coal, o1, ete)) according to the
followmg model pattern.

Plan perad{for
Basw | jears of long-
penod | tenr plzn)

r 2 3

Operatng capaaty at the begmnmg of penod

Increment of eapacity

by commussioming capaaity at newly bule
enterprises

by cularging operanag capaary
(through 1mproving prod P
and mtensfying producton and carying
out other orgamsanonal and techmeal
measures)

by buddng new capacaty and plint at operamng
enterprises

Retrement of capaaity

Operanng capaaty at the dose of plan penod

Average annnal apaaty
Produchon of goods
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Productive capacity is defined as the maximum possible production
of a certain assortment of goods with the maximum use of the equip-
ment and floor-space, in keeping with the planned operation cycle,
using advanced production techniques and progressive forms of
production organisation and rates of utilising resources. It is measured
by the amount of products in physical terms. Thus, the productive
capacity of an automobile plant is measured by the number of auto-
mobiles, of a cement factory by the amount of cement, and of a
weaving mull by the number of metres of fabrics.

Calculation of productive capacity includes all the available produc-
tion equipment at the disposal of an enterprise (both operating equip-
ment and equipment inoperative at the given moment due to
breakdowns, repairs, modernisation, etc.).

In the practice of economic planning, the results of productive
capacity calculations are used, first and foremost, as a basis for the draft
plan of industrial production, as well as for planning capital invest-
ments, for drafting balances and plans of equipment distribution, and
for planning specialisation and developmentof intra-and inter-regional
co-operation.

The designing and construction of new enterprises and the enlarge-
ment of operating enterprises requires the setting up of an adequate
raw-material basis. That is why the state economic plan includes
assignments for the development of mineral and raw-material resources
and for the accumulation of a necessary reserve of prospected mineral
deposits.

The needs ot tne national economy in industrial goods are deter~
mined by input-output tables for the most 1mportant kinds of raw
materials and other supplies, fuel, electric power, equipment, as well
as consumer goods. These calculations are based on rates for the
expenditure of material resources, which ensure their most efficient
utilisation. Priority is given to requirements in materials and equipment
connected with the development and introduction of new equipment.

The scope of production and construction, included in the calcula-
tions of material balances, must be in strict conformity-with the scope
fixed in the relevant sections of the plan.

In the initial stages of plan drafting, as well as in drafting general
plans for a long period, the requirements in producers’ goods are
determined by the method of aggregated economic coefficients. These
coefficients are summarised sector-wise standards which characterise
the total input per unit of production in each sector, with due account
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for the nceds of all the adjacent sectors which supply 1t with raw stuffs
and other materzals, fuel and  power (accord.\ng to the 1959 meer-
sectoral balance the total exp d the direct
on the producticn of diesel locomotives by 130 per cent, of electrc
locomotives by 90 per cent, and of coal by 20 per cent) Using aggre-
gated econonc coeffi the blish the requir-
ments for means of production, takmg due account of the sum total of
ties 1 the national economy Thus caleulated aggregated standards are
regularly defined, wath due account for technological progrcss i
mdividual wnd and the d of new In the
next stages the requirements are defined and corrected by the direct
count method on the basis of more detailed standards for goods and of
balance ealculations Long-term plaus contain assignments for cutting
the nput of zaw materals and other supplics, fuel and electric power
Thus, the Du'ecnves mzk: - provision fur cutting the expenditure of
roffed steel 1n g and ting by Iy
20-25 per cent The consumpuon rate for fuel m mdusu-y 1 to be
cut by no less than 8-10 per cent and that for power by 6-8 per
ceat
In conformuty with the classtficanon of means of production wmto
implements and objects of labour, two groups of balances are employed
m determnmng the demand for them
(2) balances of industrial goods used chuefly as smplents of labour,
smong them balances of equipment—machime-tools, forge-press
cquipment, turbmes roling stock, etc ,
(2) balances of industnial goods used chuefly as objects of labour,
among them balances of raw materals and other supplies, ore,
pig-won, steel, rolled stock, soda, fuel, electric power, bulding
matenals, etc
Matenal balances are drafted first for the 1aw matenal, fuel and
power-producing mdustries and for machine-bullding, and then for
the other mndustries,

Ou the next page 1s the standard pattern of matersal balance adopted
for the nancaal economy as a whole

Summary inter-sectoral mput-output tables are compiled for the
most smportant kinds of products whose range 15 fixed by the state
plan {ferrous and non-ferrous metals, bulldmg matersals, o1l products,
fuel, agnicultural raw matertals, main types of equipment}

Republican balances with divisions by distmors and district balances
are drafied on the same pattern, but for a wider range of goods They
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Puztemn of Bulzee for Light end Food InZisty Owipst

Ressuraes Drordunm

1. Carry-over at beginnang of year 1 Alcket find

2. Sopphied by mdasty 2. Indusrs] processng fnd

3 Tmports 5 Exmra-marler fnd

4 Supphed fram carher reserves mdodng

mdremd consmpaon fimd

s Supplied from other sources fund of org.ns.aont fanced
by budges
fnd of mdusmal dodimy 2ad
foormear
o.er parposes

4. Exporzs

$ Reserve

Total to be dsmbaed

Balace

alloys with new properties 15 moreasmg New rypes of machmes,
mstruments and apparatis connected with automanon and dectronuts
are comng Into INCTeaSng LS.

The structure of mdustry redects the quanatanve rtos berween
1ts component parts—the branches, typas or vanous groups of produc-
non, zs well 2s the forms of the socal dvisen of labowr, The change
of these ranos m favour of the more progresuive sectors chatscreriess
the process of the development and perfecuon of mdusmal producnon.
This presupposcs prionty develop of those m& whch deter-
me the trends and rate of technological progress «nd the higher
effiaency of sotal producnon, the development of producnon
speclisation, co~operanon and miegranon, and co-ordanon of the
development of mdnsy and 1ts componsnt parss with the develop~
ment of all the sectors of the ninonsl economy

The Drrectaves give mstrucaons for enbanang the level of spociabisa-
non and co~operanon of enterprses, mvolvig the development of

T

y expedicnt forms of of producnon, which
gusrantes the berter Lahsanon of raw materal resouress. The cuttng
of prod costs and & on the non of W

matersals and fushed goods‘xs an mmp euerion for & L35
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1 which muing of ore, and producnon of pig-iron, steef and rolled
stecls are combned, or texule plants which combine the spmmng,
weaving and fimshing of fabrics

(2) Integranon based on the unhsanon of waste matenals This
form of mtegration 15 extensively employed m meeallurgy (for
wstance, the use of slag for producing cement), in the wood-working
ndustry, etc

(3) Integrauon based on aff round utlsanon of raw maternls
Thus fom one raw mtenzd 4t 15 passble to produce, by various
processing methods a wide range of products Such integration has
been broadly used n the chemieal sndustry and m non-ferrous
metallurgy

4 DEVELOPMENT PLAN FOR AGRICULTURD
Agnculture 1s closely Lnked both with imdustry manufactuning means
of production and with that manufactuning consumer goods It plays
an extremely wmportant part w the U §SR.’s economy Includmg
forestry, 1t employs one~third of all workers 1 the country, accovnts
for more than one-fifth of all fixed producuve assets, and produces
more than one-fifth of the gross national meome

In the period from 1913 to 1964 gross agncultural output mereased
by 150 per cent while the number of workers engaged 1 agneulture
dimunshed to less than a half How cver, the level of des elopment of
Soviet agneulture does not meey the country’s steadily growmg needs
The consumpron level of ammal proteins and vegetable ouls 15 msufi-
aent Nether 15 the output of industnal agneuleure raw matenals—raw
cotton, flax fibre wool, leather, etc—adequate Nor 15 the steadily
growmg demand for textles, hosiery, woollen clotdung and Jeather
foatwear satisfied in full

The shortage of agncultural products mnbuts the development of
the food, meat, dary footwear and textile industrics

We have already mennioned that the rate of agneultural develop~
ment w the USSR has dechined 1 recent years. Thus was duclly
caused by violanons of the economic laws which govem producton,
distegard of the prnciples of matenal weennve, and faduze to efect
the harmontous combinanon of pubhic and personal mterests There
were also shortcomings 1 orgamang the procurement and purchase
of agncultural products and an underesumanon of the role of sacuce
«nd of practical expenience

Followmng a comprehensve and sober analysis of sho*teomings and
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their causes, some important economic measures were introduced;
aimed at boosting the efficiency in all branches of agricultural produc-
tion. After the March (1965) plenary session of the C.P.S.U. Central
Committee, measures for improving- both planning and economic
incentives were carried out to boost agricultural production

A basically new method of purchases of farm produce was
established. Collective and state farms were notified of stable realistic
plans of produce purchases for five years to come. State purchase
prices on many products of arable farming and livestock breeding were
raised, and higher prices for above-plan sales of staple grain crops to
the state were introduced. At the same time, the prices of many
producers’ goods were reduced, as well as of electrical power supplied
to collective and state farms. Rural prices of manufactured consumer
goods and foodstuffs were reduced, and levelled out with those in the
towns.

These measures produced positive results. Despite the fact that in
1965 there was a severe drought in many areas of the country, especially
in the zones which produce marketable grain, the gross output of
agriculture amounted to 55,300 million roubles (in comparable prices),
which was more than had been produced in any of the preceding years.

Agriculture receives a great deal of attention in the Directives of the
23td C.P.S.U. Congress on the 1966-70 five-year plan. The central
target for the coming five years in agriculture is to achieve a consider-
able increase in the output of farm and animal produce with the object
of satisfying more fully the population’s growing demand for food-
stuffs and industry’s demand for agricultural raw materiale

The planning of agriculture has a number of specific teatures.

Prior to 1955 state plans fixed rigidly detailed indices for the
development of agriculture (size of sown areas, yields, head of live-
stock, etc)). At present only a few irdices are set by the state plans.
Collective and state farms exercise a broad initiative in plapning
agricultural production.

The following assignments for ageiculture are set in the state plan:

(1) state purchases from collective farms and delivery of staple
farm products by state farms;

(2) irrigation and land reclamation, watering of pastures:

(3) electrification of agriculture. :

Prior to 1965 the purchase plan was fixed annually and the assign-
ments were frequently changed in the course of state purchases. This
had an adverse effect. In 1965, purchase plans for all staple farm
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produces were fixed for 1966 and through to 1970 The purchase plans
2cquired the force of law and cannot be altered.

The Drrectives provide that bereen 196670 wgrictdtural ontput
must aiczease annually by 25 per cent 25 compared with the cnnval
average outpt. dunng the preceding five years The purchase plan for
the fi ¢ yea.s was already fixed and that 15 why the D.recaves deal
only vith above-plan purchuses of gran «nd other furm produce ot
hugher prices They pay much attennion to the technical equipment of
agriculrure—capital mvestments are to be aoubled, s compered with
th- p eceding five years In the course of 196670 collectve atid stute
furms wall be <upphed with 1 970 0cotractors 1,100 0oslotries, §50 €00
gram combunes work on furm electnfication 1s to be extended con-
siderably reparr faciines are to be developed, and muneral fernliser
supplies will zeach 55 mulhion tons 1z 1970

To work out the centralised plan ot agnawtural prodaction, use 15
made of the followmng mdices submirted by Un.on Republics to.al
outpu. of staple crop and ammal products as v ell as output per 100
hectares of farm land and per wopita sown areas and the pattern of
culovauon yield of agriculrural crops, head of Livestock by speass,
livestock productiviry ete

On the basis of produce purchase asngnments collective and state
farms themselves determune m their economic plans the size and pattern
of sown areas yield of crops and head of bv estock and ats productvity
In determunng state purchases for the mdivadual Republ.cs, termtones,
regions and districts ther production level marketed oarput and
posubilities of expanding output m the plan pertod are taken mio
consideration,

In order to co-ordmate the prodicnon and consumption of agncul-
tural products balance calculations ore made for the staple produas
the plan period for all categones of farms, disungmshmg collectve
farmns and state farms.

Annual producuon 1s 2 most tmportant 1tem of the resource section
of these balances The potennal output of produce 15 caleulated
separately for arable farmung and Ivestock br

The oatput of arable farmimny 15 determuned on the basis of the
balance of farm land balance of czop areas and yreld.

The balance of farm land takes mto account all the land avaitable,
meluding «r.ble land ond pasture, as well as that under structures
felling areas burned-out plots, water reservours gullies, ravines, etc.
The esumate of farm land avalable 13 the basis for esumatmg the
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opportunities for agricultural production and determining output per
100 hectares of land. The extent and pattern of the sown areas are
determined by the collective and state farms 5o as to guarantee intensive
utilisation of land, fulfilment of state purchase assignments, and
satisfaction of the collective and state farms’ requirements with the
least possible input of labour.

. Assignments for crop yields are substantiated by draft balances of
mineral and chemical fertilisers, the balance of mechanical and animal
traction, and the balance of farm machinery.

Livestock breeding 1s the other main branch of agriculture. The out-
put of livestock produce is determined on the basis of an estimation of
the head of livestock and its productivity. These calculations are
supported by balances of cattle, balances of fodder, as well as by
zootechnical measures.

The substantiation of assignments for the head of livestock and
productivity serves as the basis for planning the gross yield of animal
produce, which is calculated separately for products not dependent on
slaughter (milk, wool, eggs) and for those dependent on slaughter
(meat, hides, horns, etc.).

Among the most important problems ot agricultural planning is that
of the distribution of purchase plan assignments throughout the areas
of the country, for this predetermines to a considerable extent the line
of agricultural development. The settlement of the purchase plan with
reference to the country’s areas involves all-round consideration of
agricultural production specialisation and of the level of its marketable
output, as well as of the efficiency of the production of various kinds of
produce in different agricultural zones.

The specialisation of agriculture presupposes rational siting of
agricultural production in the country’s zones, the establishment of
correct crop rotation, an efficient sown area pattcrn and an adequate
combination of different kinds of agricultural productién in accordance
with the specific features of each zone.

Specialisation and siting of agriculture are carried out by agricultural
zones which have similar production conditions and common agro-
nomic and economic factors. In conformity with scientific recom-
mendations, the U.S.S.R. is divided into 40 agricultural zones which,
in turn, are divided into 100 subzones. Each Republic includes, as a
rule, several agricultural zones and a large number of subzones, cover-
ing the territories of a number of administrative regions and districts
having uniform natural and economic conditions. If these conditions
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1 a region or distret are not vmform it may come under several
subzones, which mabes for a more ramified specuabisation, dus bang
quite tmportant for bringiag out latent reserves
In defining agncultural zones and determming their speaalisation

their natural hustone and economuc conditions are taken nto con-
sideration The natural and hustonc conditions mclude  sorl composs-
tion, flora and fauna the level of ground water occurrence, direction
of predommating winds degree of soil erosion, mean air temperature,

amount of precip d of period, etc. The
cconomuc factors compnse the req\urcm:nt cf the natural economy
for the given Linds of agnent I of all

land and ratstag sotl pmdumvxty the proviston ofo ptumum conditions
for using farm machinery and equipment, rasing erop yaelds and five-
stock producuvity the provision of raw maternals to manufactunng
wmdustry the secung up of suburban agriculeural enterpnses around
wdustrial centres and aines, reduction of production costs and raising
the efficiency of agneultural productior
A number of enterta are used to determune the efficency of agncul-
tural production
{a) yreld of produce per 100 hectarcs of sown land or farm land
{thus 15 the criter-on most often used),
(b) yreld of produce per 1 000 roubles of fixed productive assets,
{c) yreld of products per wosker engaged i agnculture

S PLANNING OF TRANSPORT
The plan of producnon of mdustrial goods and the plan of agncultural
produce purchases serve as the baws for determumng the demand for
311 types of fxexght transport, while the plans for rasing living standards
to be met by p ger transport.

The summary plzn for the development of transport mcludes the

following chief sections and sndscators
(1) Frexght and passenger traffic plan on the whole and for different
knds of mransport {ra)} sea, nver road and air transport, as well a5

pipclines)

(2) Plan for the develop of the transport network (develop
ment of ralways and motor roads, waterways awhnes and pipelines
and thewr muleage at the end of the plan perod)

(3) le for the unhsation of rolling stock.

for ralway port are set i the
Duccmas the goods tur-over of tatlways will be inereased by 23 per
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cent; the change-over from steam to electcic and diesel traction will
be completed in the main; a total of about 7,000 km of railway lines
will be built.

Sea-borne freight is to be increased by about 80 per cent. Merchane
marine tonnage will be enlarged by about 50 per cent. The handling
capacity of ports will be extended by approximately 4o per cent.

The river fleet must be able to handle in full all freight available in
the vicinity of inland waterways

The amount of crude oil and o1l products transported over pipelines
will be doubled and about 12,000 km of pipelines will be built.

Freight carried by road transport will be increased by about 70 per
cent. In thenext five yearsatotal of 63,000 km of motorroadswill bebuilt.

About 80 per cent more passengers will be carried by air transport.
Some 35 to 40 airports will be built for air services of national impor-
tance and 200 airports for local services.

The planning of freight transport begins from the quantity of
freight to be handled in the period planned. In drafting ldng-term
plans, calculations are made for eight types of goods which together
account for almost 8o per cent of the total freightage (ccal, oil products,
ore, iron and steel, timber, coke, building materials and grain).

The annual transport plans include assignments for 34 types of
freight, ten of them being agricultural goods. For the goods that are
not included in the centralised state plan, the scope of transport is
fixed by the local transport agencies jomntly with the planning and
economic agencies of the corresponding Republics.

The establishment of the amount of goods to be handled, both by
items and on the whole, involves the drafting of balances of the
production and consumption of staple products according to the
following approximate scheme:

Resources Utihisation

Carry- | Output | Other |Total| Local |Carry- | Remains To be

over sources con- over |on trans-
at sump- | at the ported
beginn- tion end spot

ing of of

year year
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Once th-~ total scope of transport 15 set, goods snip are distrt
buted among the different kunds of transport with due account for the
specific features and potentizhties of cach of them and on the basis o
alaulatnons of the comparauve efficency of using each type o
transport (according to transport cost mdices, capital imvestments pa
umt of freight fuel consumption, speed of debivery ete) Thisinsclves
also calculanons of the dev elopment of transport f2altaes mn the vanious
areas and throughout the country as a whole.

Freight turnover 1s determmed not only by the «mount of goods
handled butby the average distance of shipments as well To determane
the distance of ship rationat d of freight shup «nd
balances of mter-district freightage are drafted. Growth or decrease of
shipment distances depends to a considerable extent on changes i
cconosmc ties among arcas and Republics. Rational freight shupment
schemes are based on rational sting of production and on the level of
the cost of producnon and transport of geods, as well as on aptl
mvestments essential for the development of production and of trans-
port lines m the grven areas

The basic entenon for ranonal e T g of transp
1s found 1 the sum total of current expenditures wmvolved m the
producton of goods wn vanous arcas and therr delivexy to the site of
consumption. These schemes indicate between what pomts and along
what mansport lnes the given fresghts are to be shipped. Th-y also
prolubit certam routes for the shipment of certan frerghts.

Fraight shiyp h arenot ble. They change together
with changes 1 the sinng of production, with the muoducnon of
more rational n.cthods of obtuning and processing raw matenals, «nd
with the devclopment and imptovement of the mansport network.

It 15 on the baus of ratonal freight tumover schemes 2ad of the
accepted arrangements for supplymng the areas in need of certam goods
that the balances of mter regional exchange are worked out for the
staple fre.ghts

6 CAPITAL CONSTRUCTION PLAN
The scale of constructon m the Sowzet Unton 15 steadily mereaung
More than 39 000 large and a great number of medm and small
state enterprises Were built or restored and put mto operaton m the
Sowet Unton betmeen 1918 and 1964. Many operating enterpriscs
were reconstructed and expanded. Mare than .00 000 km of ralway
track were laid or restored more than 9 000 state farms were set up
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and large-scale work was undertaken m vuntding homes, schools and
other educational institutions, medical, cultural and scientific centres.

At the beginning of 1966, the total of all fixed assets of the Soviet
Union was more than four times that in 1940, while the fixed assets
of industrial production increased nearly seven times over the period.

A steady growth of fixed capital and productive capacity is secured
by plzummg capital investment. The capital investment plan solves
the following basic problems:

(a) provision for high and stable rates of growth of production
and populnr welfare, with the corresponding growth of fixed capital,

(b) provision tor inter-sectoral proportions of production,

(© provmon for territorial proportions of reproduction in
accordance with scientific principles of the distribution of production
and the need for levelling out economic and cultural development
in different Union Republics and economic areas of the country,and

(d) maximum rise of the effectiveness of capital investment for the
national economy.

An important characteristic of the capital investment plan is its
long-range projection, since both construction and the utilisation of
fixed capital introduced as a result of it are prolonged processes.

An organic part of the plan for the national economy, the capital
investment plan is intimately linked with all other sections of the plan
for the national cconomy. These links are above all as follows:

(1) With the finance plan of the national economy, since fixed
assets account for the bulk of the accumulation furd and of all
national property. :

(2) With the plan for the development of heavy industry, since it
is heavy industry that furnishes the material basis of construction,
including the supply of energy. A major manifestation of the inter-
connection between the capital investment phn and the heavy
industry development plan is the interdependence of the capital
investment plan and the plan for the development and introduction
of new plant,

(3) The capital investment plan specifies the development ana
distribution of all sectors of producnon in terms of industrial
capacity growth (this is especially important in long-range plans).

(4) The capital investment plan specifies the development of
equipment, materials, etc., for residential and municipal construction
and maintenance, education, health, culture, art and other non-

* productive spheres.
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{5} The capital investment plan is closely linked with the plans tor
manpower and finance. The scale, parzern and distribution of -:zpml
construction essentially infl ~the g ive and
indicators of the plans for manpower and finance.

The state capital investment plan is developed for the following

interdependent items:

(1) Introduction of units p
sectors of the national economy.

2) Introduction of residential, municipal, cultural and service
projects.

(3) Introduction of fixed capital. thie tmal indices of the introduc-
tion of fixed capital and production capacity make it possible to
co-ordinate the capital investment plan with the natiopal economy’s
demand for the reproduction of fixed capitzl. Thercfore, the plaz
for the mtroduction of fixed capital and major production units is
the mam part of the capital mvestment plan.

(4) The volume of capital investment mn construction and assembly
for the national economy as a whole as well as for cach Unioa
Republic and key sector. Distinguished as separate items in the tozal
volume of capital mnvestment are mvestments in the construction of
uew productve capaanes, residential and municipal construction,
and construction 1 education, scence, culiure and medicine,

(5) Tadde Lists of capual constrction. The total volume of eapizal
investment 15 dismbuted over specific projects on the basis of titde
Tists.

The national sconomic plans also specify targers for prospoctng and
surveying, and for developing the building indusry on which the
capital investment plan rests,

The Directives of the 23rd Ccngmof:he CP.5.U. for the five-year
plan for the devy welopment of £ the national economy in 196670 define
the principal tasks in the sphere of capital construction as: the most

k)

g major products in the key

effective use of capital i the tmely letion of new
industrial, residential and other projects 2t lowest costs, and 2 higher
quality of building.

From 1966 to 1970 the wtal volume of dapual investment in the

Soviet mtmnzl economy from all sources (sn:c centralised and non-

lised ive farms and co-

es, the privately £ d building of homes) is set down at

app'oxxmzbdy 3mooooooooo roubles or 47 per et more thay in
IO6I-65.




THE STATE ECONOMIC PLAN OF THE U.S.S.R. 125

The Directives specify the volume of investment for each sector of
the economy as well as the major directions of investment. To raise
the effectiveness of capital investment (state the Directives) it must be
channelled first of all into the technical re-equipment of operating
enterprises, the mechanisation and automation of production, its
greater specialisation, etc., to ensure a substantial increase of output at
the operating enterprises within a shorter period and at less costs than
in the case of new construction. According to the Directives, capital
investment should first of all be channelled into the completion of
projects already started, or scheduled to be soon commissioned, in
order to accelerate the introduction of productive capacities and fixed
capital into operation.

The Directives provide for a continued effort to raise the level of
industrialisation of construction, to make building cheaper and
improve the work on designs and estimates.

The central section of the capital investment plan is the plan for
introducing into operation fixed capital, productive capacities and
housing projects. The key target is to ensure the integrated and
proportonal introduction into operation of fixed capiral and produc-
tive capacities. .

The targets for putting fixed capital into operation are specified in
the state plan for Union Republics and departments, the introduction
of productive fixed capital being specified for each major sector. The
plan for putting these asser< into operation is based on their estimated
cost. .

The introduction of productive capacities is planned for the major
products of the key sectors. Targets are worked out separately for
putting productive capacities into operation through new construction,
through the expansion and reconstruction of operating enterprises, and
through the growth of output owing to organisational or technological
measures.

The planning tor the introduction of productive capacities and
fixed capital is based on the title lists of projects under construction.
The compilation and endorsement of these are of primary importance.

The tide lists of projects under construction are compiled and
endorsed for the entire period of construction, specifying for each
year the volume of capital investmient and the targets for introducing
productive capacities and fixed capinal, and taking into account the
standard schedule ratings of building endorsed in due procedure.

The title lists of construction projects may include only those
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projects which were provided, as of Scptx:mbcr 1 of the year preceding
the planned year, by duly endersed designs, bluep ad
for the volume of work to be dene t.hc year planned. ’I'o be entered
1 the tidde lists of construction projects a project must be bauked by

dequate outpuss of and assembly agencies by the
N Of th Yoyl

The utle lits of eack project indicate  the name and location o the
project the period of construction (the year when 1t starts and the
year when 1t 15 to be completed) and the total esimated cost and the
rated output of the enure project the volume of capital mvestment
and the mtreduction of productive capaciues mto operaton m the
previous period {for each project the construction of which started
before the period planned) the volume of capteal nvestment m the
peniod planned and the scheduled introduction into operanon ot
productive capacies and fixed capital

The nde bsts of started and contnued projects comsutute an
important element of the capital construction plan It 15 on the basis
of these d that the of caprtal 1w
scheduled for the period planned, and the volume of produmvc
cavactties and fixed capital to be put mto operation are deterned.

The utle Lists of projects are d for each sector
Three types of e projects wre distnguushed pli
projects {prod 10 go 1mto op within the period
planned), start projects (projects newly started and having no produc-
tve cap heduled to go 1mto op wn the period planned)

and transter projects (started before the penod planned and scheduled
to be completed after this persod expires)

Apart from the utle hsts of the construction sites endorsed for the
entire penod of construction, mtra~project ntle hists are endorsed for
the current year by chients m agreements wath cluef contractors

The smra-project title hists mclude the sections of the project (structures
sections of the structures, highways etc.) which are to be completed
m the penod planned The mtra project title ists ndicate the esnmated
cast of each project, 1ts carry~over as at the beginning of the period the
annual plan of work specifying the cost of equpment as well as con-
struction and assembly, and finally the schedule for commussionng
each speafic project

The mtra-project title lists are the basic documents for fiuanang
construction. sites, sub-contraction plans, and construction progress
supervision,
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The title lists are basic to the development of major account plans,
like the capital investment account, the account of fixed capital and the
account of productive capacities.

The volume of capital investment in the title lists is indicated in the
estimated prices as of July 1, 19535, taking into account piece-rates for
building work effective as of January 1, 1956, standard overhead
ratings effective as of January 1, 1958, and rates for seructural assembly
work effective as of January 1, 1959.

The capital investment account has approximately the following
pattern:

State Construction

Productive | Other than prodic-
projects | tive projects Total

Carry-over of unfinished con-
struction cost as at the bégin-
ning of the year

Plan for capital investment, incl.
investments increasing value

of fixed assets

Introduction of fixed assets into
operation !

Carry-over of unfinished con- . 1
struction cost as at the end of
- the year

The capital investment account makes it possible to determine the
basic targets of the cumulative or summary plan for putting into
operation fixed capital and productive capacities as well as to calculate
the targets for the cost of unfinished and newly started building.

By “unfinished construction cost” is meant the total cost of all
projects unfinished and not yet put into operation. Under this heading
comes the value of unfinished buildings and structures, the assembly
of equipment, productive plant as well as temporarily discontinued
construction, unused work and the carry-over of materials and plant.
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Thz work done mn e current period and scheduled to be connnrsd
thereafter accounts for the bull of unfinished consaucnon cost

In 1961 the State Construction Board of the U'S S.R. (Gosstroy)
erdorsed mode} monthly schedules for the censtrcnon of enterprses,
conoplete operationad compleaes, workshops, bmldings and sruceures
as well as vanous types of special bulldmngs and structures and the
model distnbunon of cap tal vestment over the annual construction
schedule {in per cent of the toral esnmated cost)

Shorter censtructon schedules constitute one of the most tmportant
economuc probiems at the present stage of development of the Soviet
Un.on, and this problem 1s inimetely linked with the more general
problem of raming the effectivene.s of capital investment,

The “complete operational complex™ for each project 15 determuned
as the capital i estment plan for this project 1s dev eloped. The com-
plete operational complex 1s the ses of sub-projects all of which muss
be completed mn order to put mto operation the mam wmkxbogs of: a0
enterprise under construction, For ple, the
complex 1 the construction of a blast fimace consists of the blast
furnace proper arr heaters, orc bunkers, the casung house, dust
catchers, throat gas punfiers, the throat platform, howsting and handlhing
equipment, water supply, sewerage, ralway track, etc.

To accelerate construrnen znd raise 1ts effectiveness, standard ratings
for ferred-sehedule work are d d n some mdustries and
housing construction By “wransferred-schedule work” 15 meant the
work to be done on projects the construction of which 1s scheduled to
centinue i the next year planned. The purpase is to easure the zhy:bm
of constructio «nd the on-schedul nto of
productive capacittes and fined capatal

Iz industrial construcnon we have

(a) <ectoral work cost, which 15 the cost of unfinished construction
for a sector =5 a who'e m accordance wath the Jong-range plan and
standard schedule ratings,

(b} sckedule progress of an en erprise under construction, which 1s the
110 of the eanire cost of capital v estment for both complezed and
unfinished Lnuts to the total estumated cost,

{€) trasslerred~sd edule 1.5k, whaeh s the rano of the cost of capital
censeruct-oa for unfinuhed umes ro therr esumated cost.

Whie ranng the zbove schedules, several fuctors are raken 1nto
scconnt the tonal period of construcnon, the estmated cost, the
structure of unesunent, the mtermedaate miroducnon of some vass
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into operation, and the on~schedule date for the completion of con-
seruction. Apart from the rated schedules, the costof unfinished capital
construction includes the investment in all kinds of unfinished work:
costs of temporarily discontinued units, costs of the units actually put
into operation but not yet duly formalised, etc.

Of major importance for planning the introduction into operation
of fixed capital and productive capacities is the development of the
account of fixed capital according to the total primary estimates, and
according to the same, taking into account plant depreciation. The
account of fixed capital according to the total primary estimates (by
the “total primary estimates” is meant the total of all expenditures on
the production, acquisition and transportation of the fixed capital)
describes the variation and absolute magnitude of the entire productive
apparatus of all sectors of material production and consumer fixed
capital. All calculation of the effectiveness of capital and of the output-
capital ratio are based on the account of fixed capital according to the
primary estimates. The account of fixed capital taking into account
plant depreciation describes the variation and absolute results of the
assets in current estimates, which makes it*possible to co-ordinate the
plans for putting into operation fixed capital with the investment
account contained in the national account.

The account-of fixed capital according to total primary cstimates is
developed along these lines:

Fixed capital | Introduc- | Depletion of Fixed capital

atthe . tion” fixed capital at the end
beginning of fixed as a result of of the

of the capital obsolescence period
period into and

operauon | depreciation

The account of fixed capital according to primary estimates taking
into account plant depreciation is worked out according to the pattern
shown on the next page.

A project under construction cannot be entered into the title tsts
unless it has been provided with a proper design and estimate specifica-
tions, which must be considered and endorsed before the construction
project can begin. Industrial enterprises, dwelling houses and civil
projects are designed as a rule in two stages:
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{r) Development of 2 project assgnment, and estumates and
accounts for 1t, and
(2} develop of working drawing;

Fixed caputal at Introducnion of | Overhuul  § Amorusa- | Fixed
the begmning of ) fixed capatal g and ttaz of capisl
the penod, taking | meo op prod: at dhe
Mo account apiatand {endof
plant deprecuanon depreciae
non of pennd
Dot aking
producave {mto
cap,ul agcount
plaat
depre-
qaton

In the dessgming of large industnal enterpnises three desgmng stages
are allowed 1 some cases
(a) development of a project asugament and esumates and
accounts

(b) develop of 2 technological design and for 1,

and
(c) development of working drawings.

The project asignment 1ncludes the followmg spearficanons the
site, the products the desgned enterpnse 15 t0 tumn out, ats cpaaty,
the mnput-output rel.tions of the enterpnse with other enterprises and
sectots of the national economy, 1ts sources of raw matenals and fuel,
supply of water and power, the basic types of buildings and strucrures,
the construction of dwelling houses and the construcnon suhedufe.

The design and estimate speafications are endorsed by the corres~
ponding economic agenaes and by the Council of Muusters of the
Union Republic concerned. An excepnion 1s made for very large and
especaally MDpOTEnE projects for which the project asugnments as well
as many technol ! designs are endotsed by the Councsl of Minusters
of the U'S SR. One of the aums of the Gosstroy of the US SR.1s to
provide m doe nme design ond esnmate spectficanions corresponding
to the latest thing mn sctence and enginecring

The construcnon estumates are made on the basis of the project as
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well as of authorised aggregated standard estimate ratings and certified

price books. The project specifies the design and expected technical
performance of the construction unit, and on this basis estimates are
made of the physical volumes of the building elements or types of
work (foundation pits in cubic metres, earth work in cubic metres,
plastering in square metres, etz.). The expenditure of materials, work~
ing-time and machine-shifts per constructional element unit is
calculated by handbooks of aggregated estimate ratings. Unit rates
for a given construction project (estimated cost per unit of each con-
structional element or type of work based on certified standard rates
and prices in application to a given project) are established on the basis
of the project, aggregated standard ratings and price books.

Whenever possible only working drawings are made (for example,
for some agricultural or land-improvement construction projects,
service establishments, etc.).

Design organisations receive assignments from their clients on the
basis of the plans for designing new construction. The assigninents
indicate: the area or point of construction, the specialisation and
co-operation of the designed enterprise, its capacity, the estimated
demand for raw materials, electric power, etc., approximate areas of
consumption of the enterprise’s output, the construction schedule, and
the sequence of introduction of productive capacities into operation

The introduction into operation of the basic assets and productive
capacities is planned comparatively simply for a year. In this case the
introduction of fixed capital and productive capacities is completely
determined by the units to be commissioned according to the title
lists by the beginning of the planned year. However, the total volume
of capital investment in the planned year is always larger than the
volume of capital investment in completed projects in the same year,
since part of the investmeut is chanelled into transfer projects, i.c.
projects scheduled to continue for the next year, and starting projects,
i.e. those newly started-and not scheduled to be completed in the same

ear.
The development of a plan for putting fixed capital and productive
capacities into operation for a long-range period, i.e. a five-year period,
is more complex. The starting projects for a five-year plan will be not
only the projects. figuring as transfer projects at the beginning of the
five-year period but also a considerable number of projects started in
the first half of the five-year period (for non-productive projects and
some productive projects these may well include 2lso those projects
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the construction of which started only in the third and fourth year of
the five-year peniod)

Hence the tmmense importance of determmng correctly the pattern
and dutmbuton of capital 1nvestment between different spheres of
production, sectors and areas.

In planning the volume and pattern of capital mvestment, several
consecunive stages must be mentoned

(1) Deternunation of the total volume of capital mvestment pos-
sible over the period planned, including capseal i estment under the
state plan.

(2) Jusnficanon of the possible volume of state capital mvestment
by the size of financtal, matenial and manpawer resources which
can be used for capital construction, as well as by the possibihines of
the development of the budding industrv and the provision of
desgn and estimate speaifications, with the mtroduction of readjust-
ments if necessary mio the prel y determuned vol of
captal iy estment.

(3) Determmation of the structure of capital investments m
matenal, technologica), reproductive, sectoral and terntonal terms.

(4) Distmbution of capital mvestment between the sectors of the
productive and non-productive spheres as well as between different
Union Republics and economuc areas
The calculations of the effectiveness of capital wvestment 1o the

national economy differ at each of the above stages m the type and
number of indicators mnvalved

The index of the total amount of capital myestment 1 the nanomal
economy belongs to the .ndices of the natonal-economic account
Only part of capital mvestment i the natonal economy 1s reflected
m state short-term and current plans On the whole, the composinon
of general capital ms estments i the napenal economy ncludes

(x) Cencrahsed capital mvestment allocated under tha state plan

to the state-owned economy

(2) Capual mvestments which arc not allocated under the state

lan

F (2) state caprtal mvestment 1n geologpcal surveying which s not

connected with definste projects,

(b) state capital mvestment m the development of design and
estimate speafications,

{c) state caprtal nvestment in the formation of the basic Livestock
af state farms
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(d) capital investment allocated by enterprises from their own
funds and from loans of the state bank,

(¢) capital investment made by collective farms, and

(£) capital investment on individual holdings.

In accordance with the decisions of the September 1965 plenary
meeting of the Central Cothmirtee of the C.P.S.U., capital investment
in the expansion of operating enterprises hasto be made by these
enterprises. They are to plan and finance from non~centralised capital
investment all the measures necessary to improve production and in
pardicular to replace plant, introduce new technologies, methods and
controls, eliminate bottlenecks and carry out other measures raising
the effectiveness of production.

The capital investments specified in items (a), (b), (c) and (d) are
worked out in the calculations of the summary financial plan and the
state budget, those indicated in (e) are worked out in the plans for the
capital construction of collective farms and the accounts of the Gosplan
(the State Planning Committee of the U.S.S.R.), and those indicated
in (f) are determined on the basis of the centralised account calculations
performed by Gosplan.

A major and decisive source of capital investment is the accumulated
part of the natonal income.

To determine the total value of capital investment (under the state
plan) is to take an important but only an inital step in capital invest-
ment planning. It is necessary to check whether a preliminary calcula-
tion of the volume of investments is justified in terms of financial,
material and manpower resources and the prospects for development
of the building industry and designing agencies.

The sources for capital investment under the state plan are: the state
budger, the centralised fund of allowances for plant depreciation and
capital construction (the renovation fund) and that part of the profit
which remains at the disposal of enterprises.

The ratios between different sources for capital investment have been
shown to be suficiently stable.

The proportion of budgetary allocations for capitat investment in the
grand toral of budgetary spending is also sufficiently stable. As the
current economic reform is implemented in industry, the importance
of capiral investment made by enterprises from their development
funds and state bank loans is bound to increase.

Capital construction at operating enterprises will be financed almost,
completely from the development fund and state bank loans. It is only
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mto the construction of new workshops that centralised i estment wall
be siphoned 1f necessary

An approximate wodel method 15 used for the caleulanon of long-
range plans and at the imipal stage of current planming to establish
whether the contemplated volume of mvestment can be financed, At
subsequent stages of planming, the volume of capital mvestment 15
compared with the volume of the state’s financal resources on the
bauis of 2 cumulative or summary financial plan.

The volume of capital nvestment must be jusnfied not only finana-
ally but also i terms of matenal resources, 1 ¢ matenals, equipment,
etc. The final amonrt of capital mvestment for the pertod planned
cannot be determmed without this procedure The need for materta]
resources depends on the volume and structure of capital mvestment.
The portion of capital mnvestment allocated for acqunng equipment
grves the total value of machmery necessary for the contemplated
construction. The volume of construction and assembly work 1s the
pomt of departure for calculating the need for bulding matenals of all
Linds, mcluding umber and metal as well as prefabncated structural

units

The sectoral of ¢ and the schedule progress of
projects under construction at the begmming of the penioa planned
the caleul of the Is, plant, etc., needed

for apml construcaon.

The need for equipment for capital construction 13 determined on
the basis of equpment account calculaions Developed and endorsed
designs are akcady bemng used for dctcnmnmg the need for assembled

qup For By or 1
(motor-cars, Ioccmonva, mctors, cu:.) d:: c:lculmous of the need for

equipment are based on the data of the totsl volume of work for each
project and on work quotas The equipment acvounts ensuze the co~
ordmation of the needs of capital construcnon for equipment
with other needs for cquiptent (e.g for the replacement :nd renova-
sion of obselete stock, repletsshing of spare machne parss, rep g
of the machimery of oycnung cmczpnsc, etc.)

The equpment accounts ate drawn up for major groups of equip-
ment {machme tools, forgmg and pressing equipment, etc.) as well
as for separate items (furbmes, steam boilers, locomonves, etc.) Apatt
from these acoounts, 2 cumulanve or summary account of equipment
15 drawn up 1n terms of cost, which makes 1t possible to bring the eapiral
mvestment plan mto line with the producnon programme for machime
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building. The need for building materials at the beginning of planning
and at central planning agencies is determined with the aid of aggrega-
ted indices and at building agencies by direct calculations on the basis
of the specific construction design. The former method of determining
the need for building materials is based on the expenditure of major
kinds of building materials per 100,000 roubles worth of construction
and assembly work. The national plan establishes quotas for the
expenditure of rolled metal, cement, timber, slate, reinforced concrete,
iron roofing, glass, etc. The Gosplan of each Union Republic differen-
tiates the quotas by economic areas, taking into account the sectoral
composition of construction.

The method of aggregated ratings is simpler than any other, but it
has serious defects. First of all, it should be noted that the expenditure
of materials largely depends on the sectoral composition of capital
construction, and on the relation between newly started and continued
construction, and between entirely new building and reconstruction.

The aggregated ratings are therefore worked out or revised every
year by the U.S.S.R. Gosstroy, taking into account all possible
measures to save materials, substitute more desirable materials, etc., and
are then submitted for endorsement to be incorporated in the state plan.

The method of directly calculating the need for building materials
by the quotas of expenditure per construction unit and the physical
volume of work is used by building agencies. Specified in this way, the
the need for building materials is compared with the resources of the
national economy as expressed in the accounts of building materials
developed for major types of building materials (walling, roofing, etc.).

The calculation is accompanied by the development of measures for
saving building materials (the introduction of expenditure quotas,
application of cheaper and more effective materials, utilisation of local
building materials, etc.).

The capital investment plan must also be justified in terms of man-
power resources.

To determine the neced tor manpower, including highly skilled
labour, the method of aggregated ratings is used at the initial stage of
planning on the basis of the number of employees per 100,000 roubles
worth of construction and assembly work. The latter index is
determined from an analysis of the reported data and is corrected to
allow for a possible growth of the productivity of labour. At subse-
quent stages of planning, and especially in the development of con-
struction projects, the number of employees is established by the
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quotas of expenditure of working time for each specific kind of work.

The capital investment plan must also be carefully co-ordinated with
the targets for the development of the building industry. The building
industry is the foundation of building. It sncludes building and assembly
agenaies working under contracts with their clients. These agendies
have everything necessary for construction, fncluding assembly equip-
ment, construction and road-buildmg machmnery and designing teams.
They account for 87 per cent of all construction and assembly work
{mn heavy mduostry as well as vil construction and housing).

The plan for the development of the bulding industry is developed
o the followng prnaples: satisfying the targers for punting fixed
capital and productive capacittes mro operation under the schedule
spearfied by the state plan; concentration of the productive resources
(mclading manpower) of building agencies on a limited number of
completion projects, as well as projects simultancoudy under con~

laying emphass on the develop and expansion of work
under contracts; all-out use of the productive capacity of the bulding
industry, with further specahsation of and co-operation between
construction and assembly agencies, consistent industrialisation of
construction by extensive use of prefabneated designs, units and parts,
buildings and swructures manufactired completely at enterprises,
integrated automatson and mechanission, and mass line production.

The building indusery development plan includes: a programme of
construction and assembly work, a plan for technical development and

ganisational and technological a plan for mechanisati
and automation in construction, a plan for the development of speciali-
sation and co-operation, and a plan for providing construction with
materials, seon-finished products and prefabricated parts and unirs.

The planning of the structure of capital investment is an important
element of capital investment planning. In chis process the techaologi-
cal, productive, sectoral, reproductive and tervitorial (area) structure
or distribution of capital investment is estabhshed

By the “technologieal structure” is meant the distnbution of capital
investment between construcnon and assembly work, equipment and
other items. In 1964 this structure was as follows: the proportion of
construction and assembly work, 48 per cent, the proportion of
equipment, 43 per cent, and the proportion of other costs, 9 per cent.
The proportion of equipment in the total of capital mvestment is still
low in the Soviet Union and the problem is to raise it steadily.

Construction work includes the erection, reconstuction and
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expansion of permanent or temporary structures; construction of
_public utilities, including lighting mains; construction of all kinds of
bases under heavy equipment, the lining of boilers, furnaces, etc.

Assembly work includes the assembly and installation of equipment
for permanent and temporary projects, including the test and trial of
the assembly.

Capital investment in equipment is subdivided into investment in
technological, power-generating and other equipment requiring
assembly, investment in equipment which is put into operation without
assembly work (locomotives, railway cars, ships, motor-cars, tractors,
field agricultural machinery, lorries, etc.) and finally investment
to aquire equipment the value of which is added to the fixed
capital.

Other capital costs included in capital investment are the costs
involved in construction but not included in the cost of construction
and assembly work. These are surveying and prospecting, part of
drilling, the allocation of new sites and resettlement as a result of
construction, etc. Some of these costs do not increase the value of fixed
capital (the costs of training personnel for enterprises under con-
struction, the costs of search drilling, etc.).

The capital investment plan is co-ordinated with the plan for
production of building materials and the plan for manpower according
to the volume of construction and assembly work with allowances for
its specific, physical composition, while the capital investment plan is
co-ordinated with the plan for production of equipment according to
the volume of contemplated expenditure on equipment.

The general principle of planning the technological structure of
capital investment is to try to increase the proportion of capital
investment in equipment, since this raises the proportion of the
effective part of fixed capital and hence the economic effectiveness of
capital investment.

By the “productive structure” is meant the ratio between investment
in productive projects (industry, farming, construction and transport)
and non-productive projects (the construction of homes, schools;
hospitals and other non-productive assets). In the fourth five-year plan
period capital investment in the productive sphere accounted for 71
per cent, in the fifth five-year period also for 71 per cent, in 1956 to

1960 for about 65 per cent, and in 1961 to 1965 for about 64 per cent.
The proportion between productive and non-productive investment
is of major importance for planning the ratio between subdivisions I
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and I, between the sphere of production and the sphere of consump-
tion, and also directlv mnflvences the sectoral structure of mdugmal
production (3 lagher proporuon of non~productive mvestment raises
the demand for buldmg matenals, stce construction bulks larger m
the non-productive sphere)

By the * secroral structure™ 1s meant the distbunon of mvestment
over sectors of the productive and nom-productie spheres. The
sectoral structure of capital mvestment shapes the sectoral structure of
national producnon as a whole as well as intersectoral relanans, The
dismbution of capital mvestment must antiapate desable mends m
the strucrure of production and ensure the development of these trends
1 the desired direcnon.

By the “reproductive structure” 1s underswod the rato berveca
capital nvestment m smple «nd expanded reproduction, and made the
latter berween the cost of new construcnon and the cost of expansion,
reconstrucnon and modernisation. Accordmng to tentanve estmates,
the amortisation fund accounts for 14 to 15 per cent of state capital
hvestment n the Soviet national 3, and the o lation fund
for 85 to 86 per cent. Over the seven~ycar plen penrod {(1959-65) the
cost of reconstruction, modernisanon, etc., 10 ounng and extraction
accounted for approxamately 40 to 50 per cent and 1 the processmg
mdustmes for about 60 to 70 per cent. Changes m the rep-oducave
structure have a deasive effect on the rate of economuc development
and the effectiveness of producnon. The rano berween new bumldmg
and reconstrucnon directly affects the technological smocure of
construcuon and hence the sectoral and terntoral structure of nanonal
production s a whole and m particular of mdustrial producnen. 4
general pnoaple of planmng the reproductive 15 10 Tase
steaddy the proportion of investment 1n reconstruction and modamisa-
tion. The cnitenion for the choice betw een investment 1 new bmidmg
and reconstruction must be the caleulanon of the fectve-
ness of these mvestments.

By * terronal structure™ 15 meant the distmbunon of total mvest-
ment over the country’s temtory—its divison between Umon
Republics and large economic areas. The erntoral strucnure of mvest-
ment shapes the terntonal stucmure of production and 15 conaected
with planning for each specific area of the country

The planning of the distbunon of capital mvestments determmed by
the >-politreal carg atacertam stage of devel The
bauic prmaples of planming the dismbuton of capital mvestment are
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—to prevent the diffusion of resources and concentrate them on
completion projects or other key projects; '

—to accelerate the introduction of productive capacities and fixed
capital into operation; )

—to ensure high technical standards for projects under construc-
tion and take into account all principles of the scientific distribution
of production;

—to keep bringing down construction costs by eliminating
architectural extravagance, making extensive use of model designs
and intensifying the industrialisation of construction; and

—to determine the amount of investment for each project over
the entire period of construction and its distribution over the years.
Capital investment is distributed first of all between all sectors, the

key sectors taking priority.

For the sectors of the productive sphere, capital investment is distri-
buted on the basis of the accounts of productive capacities or the
accounts of fixed capital by approximately the following procedure.
In the sectors with uniform products (coal, oil, cement, etc.) calculations
are performed by working out the account of productive capacities

by the following scheme: ;
Production Produc- | Produc- | Productive capacities Specific | Volume
programme | tive tive to be introduced capital | of
capac~ | capac- invest~ [ requited
ities ities For For Total | ment | capital
needed |inoper- | growth of| replenish- invest~
ation produc~ | ment of ment

tive produc-
capacities | tive capac-
ities

By “specific capital investment” is meant the capital investment
required for-creating unit productive capacity or producing unit
output. .

The account is used to determine the entire additional introduction
of productive capacities needed for meeting the production targets.
Then the total volume of these productive capacities is calculated
“proceeding from the standard ratings for specific capital investment.
Allowances are made in these calculations for possible measures to
improve the exploitation of available productive capacities as well as
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to expand and renovate currently operatng enterpnses The carry-
over mcrements must also be taken into account.

In the sectors with a wide range of products (texnles and other
consumer goods, foodstuffs, machme bulding etc) the required
capital 1nvestment 15 determuned differently, by drawing an account
of fixed capital by the followmg scheme

Pxoduci Capital | Fixed

Assets | Requured miroduction | Change of | Investment
ton output } produc H

m | ofawets wnfinshed | augmente

pro- mmo  uve |open construc  § ang assats
gramme; apal fton | Fer ‘ For | Totl{ non cost
| teuared growts
’ i "nfmtx e
ment
i ofassers!

I i
I i 2

The total demand for fixed capital 15 calculated proceeding from
production targets and the assignments for the capial output rano of
producnon

It 15 hughly important to take 1nto account mvestment not only
the sector under consideration but also i allied sectors For example,
to expand the output of the rolled .netal workshop of an ron and steel
works provision should be made for mvesmment to merease the outpus
of several allied scctors supplying the sector under study with raw
matenals fucl and power, as well as to maease the outpur of other
workshops of the same 1ron and steel works

In the sectors of the non-productive sphere the need for capual
mvestment 1 determuned on the basis of the plan for development of
nerwork wndices (¢ the mdices showng the expansion of 2 nerwork
of public mstitutions) and standard ratings for speatfic capital mvest
ment per unit area or capaaty (for schools these are the indices of the
mtroduction of new schools for so many students proceeding from the
plan for school education and the esumated cost per student, for
hospitals these are the need for the introduction of so many hospital
beds and the estimated value of one bed, etc)

Caputal 1nvestment 1 the construction of producase projects 15
planned for cach Umon Republic, and for cach mumsstry or department
at the all-Union level, speafying capital mvestments for the key
industries

Capital 10 residential an I bulding as well 35
the building of ed 1 £ axlmnlmdmcdzcalpmjtasu
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planned for each Union Republic as a whole for all projects regardless
of jurisdiction. An exception is made for the enterprises and organisa-
tions of the following ministries: Communications, Sea Transport,
Transport Construction, Defence, Medium Machine Building, Electric
Power Construction, etc., for which capital investment in the non-
productive sphere is specified by the state plan directly.

Territorially, capital investment is distributed according to the
general principles of scientific distribution of production.

Capital investment is distributed between Republics and economic
areas as well as inside them on the basis of calculating the comparative
effectiveness of investment by comparing the technological and
economic indices for the key sectors of each Republic or area with the
same for other areas and for the Soviet Union as a whole. To justify
the construction of projects in a certain area, calculations are made of
available raw materials, fuel and power, water supply and manpower,

“the output and consumption of basic products, the optimum size of
the contemplated enterprises, their specialisation, co-operation and
integration of production. Calculations are also made of specific
capital investment and the prime cost of the products (including
transport costs).

The state plan specifies the volume of capital investment for each
Republic as a whole as well as for the key sectors. Each Union Republic
distributes capital investment over its districts. This makes it possible
to co-ordinate the growth of the productive capacities of allied sectors
within restricted areas regardless of the subordination of the enterprises
concerned. The integrated development of the economy of each area
is vital for the most effective development of new residential units.

At all stages of capital investment planning, elaborate calculations
are made of the economic effectiveness of measures aimed at intro-
ducing new equipment or mechanising and automating certain
elements of production. These calculations bring out the most effective
trends in the development of industrial production, establish priority
in the contemplated measures, give the annual saving from these
measures and specify their influence on the other targets of the national
economic plan.

An investment is regarded zs effective if it ensures an increase in the
productivity of social labour for minimum total expenditure (capital
investment and operatior. and maintenance cost) and thus yields the
largest saving for the national economy.

The following criteria of higher capital investment effectiveness are
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denominator, so to speak. The annual output for that variant which
has the largest scale of production is used as the denominator. Accord-
ingly, extra investment into fixed and circulating capital which would
be required for bringing the annual output to that of the reference
variant without changing the productive equipment is added to the
capital investment required for the variant with a smaller scale of
production. When output is increased as a direct result of the intro-
duction of new equipment, the calculation of the economic
effectiveness includes the saving on a conventionally permanent part
of overhead expenses per each unit of product.

If the development, introduction and assimilation of new equpment
is planned over several years, the basic economic indices of the base
reference (investment into fixed and circulating capital and annual
output cost) are corrected taking into account possible changes of these
indices by the time the new equipment is actually introduced. This
procedure makes it possible to allow for an additional effect due to a
better assimilation and use of new equipment.

A condition for well-justified calculations of economic effectiveness
is the correct appraisal of the amount of capital investment. It is neces-
sary to take into account for compared (reference and introduced)
variants: (a) the cost of the construction and renovation of the structures
involved, (b) the cost of the required equipment, including the cost
of delivery and installation, {(c) the cost of the modernisation of
operating equipment (d) the renovation cost of that part of equipment
which is contemplated to be used as new plant is introduced, and ()
the cost of the designing involved in the introduction of new
equipment. '

The cost of new equipment, including means of mechanisation, is

" determined by official price lists, and in the absence of such, by price

books compiled on the strength of revaluation of fixed capital on
Jenuary 1, 1960, or by the prices specified in the contracts for the
delivery of equipment. The costs of special equipment manufactured
by an enterprise for its own use as well as of modernisation of operating
machines and mechanisms are determined by corresponding estimates.
If there are no estimates (there may be none at the pre-design stage),
the cost of new machines and mechanisms is determined in tentative
terms by aggregated standard ratings for weight, labour per unit output

~ and the average cost of 1 kg of similar equipment. The data on the

{
.

average sectoral level of overheads and planned accumulations are also

used in these calculadons.
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sectors as well as total economic results (for bath producers and
consumers) in terms of cost, growth of (gross and net) ‘product, profit,
etc. In contrast to designing, the planning of economic effectiveness
does not involve extensively the application of the indices of
additional capital investment and of additional results from measures
to lower costs, etc.

The indices accepted as the base indices in planning ars those for the
preceding period or conmsist of currently reported data, whereas
conventional standards or the best projects of a similar type, are
accepted in designing. Indices calculated for an increment of output
and capacity over a period planned and not only for total rated capacity
(as is done in designing) are used extensively in planning.

One item of essential importance for planning the economic
effectivencss of capital investment is to take into account a certain lag
of its yield behind the period of its realisation.

Capital outlays per unit output (including the standard ratings of
these outlays as well as the standard ratings of the duration of con-
struction, of required schedules, and of periods of assimilation of
productive capacities) and the plan indices for the growth of
productivity of labour, cost reduction and the yield of profit are all
extensively used in calculating the planned economic effectiveness of
capital investment. The standard ratings can be used as the base refer-
ences when working out targets for designing, or for supervising the
financing of construction projects and mapping out a draft plan for
capital investment when there are as yet no design and estimate
specifications. The standard ratings for capital investment are especially
important in long-range planning.

All comparisons of investment and cffect are made according to a
uniform scheme: the total of productive capital investment for the
period planned is compared with the economic result attained in the
last year of the period (e.g. in 1970). _

The total or suinmary effect for the entire period, obtained by adding
up the effects of the years, is calculated jn planning as an additional
index. Indices of this type apply to the calculation of the return of
resources to the budget or the reserve of the national economy.

The calculations of the economic effectiveness of capital investment
culminate in the calculation of the following two coefficients or rates:

{a) nationalincome increment perrouble of capital investment, and
(b) national product increment per rouble of capital investment.
The effectiveness of shorter construction schedules, a quicker
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troduction of projects into operation, a higher productivity of labaur,
abetter structure of capital investment, etc., are also used 2s sddidonal
indices,

7. PLAN FOR RAISING MATERTAL AND CULTURAL STANDARDS
The vltimate purpose of all national economic plans in the Sovier
Union is to mect as fully as possible the pmylc s demand for the mesns
to a full kfe. P, g from this proposirion, it is necessary, as is
stated in the Directives, to continue in 1 the cutcent fiv e~year plan period
{1966 to 1970) to raise living standards by stepping up the productivity
of labour, mereasing the producnon of material valucs and aceelerating
the rate of growth of the nanonal income.

By “hving standards” is meant all material and culeural values which
are used or may be used (10 the perod planned) by the population of
the country a5 a whole or some social group of it. “Living standards™
is a complex socio-econamic concept whick can only be expressed by
an inter~related system of indices. These can be reduced to the follow-
ing three groups: (3) indices of living condinons (b} indices of cultural
or sprritual condzdons, and (c) indices of working conditions and social
opportumines.

The principal indices of the first group are:

—summary index of per capita consumption of material values,
measured a5 the matio of the total fund of consumption in the
national income to the total numbers of populadon;

—summary mdex of incomes, measured as the toral of final
{really used) incomes per capita;

—summary mdex of the per capita consumption of goods other
than foodstuffs {measured as the ratio of the value of alf goods other
then foodstuffs in trade 10 the 1012l numbers of population);

~—summary index of the per capita consumption of foodstuffs;

~—indices of consumption of some selected major goods;

—summary index of the per capita level of consumers” property,
calculated as the ratio of the rotal fund of consumers” properey (non~
productive fixed assets) to the total numbers of population;

—summary index of the per capits level of consumption of
consumers” servioes calculated as che ratic of the tatal vakuation of
these services thealth, mransport, housing, municipal services) to the
total numbers of population;

—~indices of the level of houing, medical serices anu vanous
kunds of urlities and services. .
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The second group of indices includes:

—summary index of the per capita consumption of the services
rendered by cultural institutions, calculated as the ratio of the total
of the maintenance cost of these institutions (including education
and art) to the total numbers of population;

—indices of the extent to which the spiritual requirements of the
population are being met: literacy, the proportions of the secondary,
specialised-secondary and higher education groups, the number of
students at general-education schools, specialised secondary schools
and higher schools per 10,000, the number of libraries, the number
of books avaiiable, the number of theatres and cinemas and the
number of attendances, the circulation of periodicals per 1,000,000, etc.
The third group of indices includes:

—sunmary index of life expectation;

—indices of the relative.employment of able-bodied population,
pension standards, the length of the working day, working week
and paid leave, the relative leve! of industrial accidents, etc.
Planning for higher living standards involves many complex

problems, including the following:

(a) projection of incomes and their distribution over sources,
including the public funds of consumption;

(b) projection of the level and pattern of the demand for goods and
services;

(c) projection of the level and pattern of the demand for goods and
services taking into account possibie outputs of goods and services;

(d) co-ordination of consumer demand and the practicable volume
of goods and services; and

(¢) planning of the development of services and the production of
the goods necessary for the process.

A special seciion of the Directives provides for the following targets
for the growth of living standards:

" (x) To raise the wages and salaries of employees in 1966-70 by no
less than 20 per cent on the average, and the collective farmers’
incomes in cash and kind from collectively-owned farms by 3¢ to
40 per ceut on the average.

(2) To increase the consumption of foodstuffs.

(3) To improve consumption patterns. The intention is to raise the
per capita consumption of meat and meat products by 20 to 25
per cent on the average, of milk and dairy products by 15 to 18 per
cent, of sugar by approximately 25 per cent, of vegetables by 35 to
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40 per cent, of vegetable oils by 40 to 46 per cent, of fruit by 45 to
50 per cent, of fish and fish products by 50 to 60 per cept. It is also
intended to increase the sale of fabrics, clothes and knitted goods by
40 pex cent, including that of kaitted goods by oo per cent.

(4) To increase the sale of goods through retail trade by 40 per -
cent and through restaurants and other catering establishments by
45 per ceat.

(5) To increase by no less than 40 per cent grants in cash and free
services financed from the public funds of consumprion.

(6) To expand housing construction by 30 per cent and raise jts
quality,

(7) To increase by 1970 the volume of services by approximately

2-5 times on the average 2nd more than 3 times in rural localities.

(8) To complete in the main the introduction of universal
secondary education. To increase the number of children maintained
at pre-school establishments by 60 per cent. To increase the output
of lugher-school and spectalised-secondary school-trained specialises

by 65 per cent (7,000,000 persons instead of 4,300,000).

(9) To improve the medical services.

(10) To develop extensively the network of cultural institutions

(including the arts) and expand publishing and printing.

There can be no doubt that living standards in the Soviet Unjon will
increase substantially. The primary factor is the growth of wages and
salaries. The average pay of employees in the new five-year plin
period will inicrease from 95¢3 roubles 2 month to 115 roubles, It is
intended to increase wages and salaries in two directions: to increase
the pay of low-paid and medum-paid employees and to increase the

ion of all employees from the incentive funds set up at
enterprises in accord: with the ic reform in indvstrial
production. The minimum pay was raised in the years 1955 to 1965
by from 27 to 40 roubles 2 month. In 1966 to 1970 it will go up by
from 40 to 60 roubles a month, Apart from direct incteuses in the pay
of low-paid employees, the Directives provide for raising earnings by
raising the skills of employees, and by consi hanisation and
automation Of exsential importance will be the higher rates of wages
projected in the Darectives for those engaged in arduous or dangerous
work, underground work and work of  higher than normal intensity,
a3 well as work in the Far East, Siberia, the North and similar areas.
Tt is intended to abolish or reduce direct taxation for some income-
brackets of employees in. the five-year plan period.
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An important feature of the period is that the imcomes of collective
farmers will increase twice as quickly as the average pay of employees,
which will narrow the gap between the living standards of the rural
and urban population. For this purpose a monthly guranteed minimum
will be introduced for collective farmers comparable with the wages of
state-farm workers, the pension scheme for collective farmers will be
brought closer to that enjoyed by employees, and the investment in
building houses, schools, hospitals, nursery schools, clubs, libraries,
etc., will be greater in rural than in urban localities.

In the new five-year period public funds are to be increased by 40 per
cent while real incomes per capita are to increase by approximately
30 per cent. )

Owing to the growth of public funds, maximum increases of old-
age pensions will exceed 30 per cent, and the collective farmers will be
ranked with employees as regards old-age pensions and the age at
which these are granted. At present the pension age in the Soviet
Union is lower than in most countries, including the U.S.A., the
Federal Republic of Germany, Sweden, Norway and Canada.

Another important item in the plan is to increase by 16 times the
number of children at pre-school establishments, and to increase
the number of school pupils in after-class groups by more than twice.
Considerable emphasis is laid on culture, and science in particular, in
the new five-year plan period.

The Soviet Union is already leading the developed - capitalist
countries in general medical, educational and cultural standards.
Universal complete secondary education will be introduced under the
new five-year plan (univeisal eight-year, or incomplete secondary
education is in force at present). Today there are three times as many
higher-school students in the Soviet Union as in Britain, France, Italy
or West Germany. Under the five-year plan their number is to increase
from 3,800,000 to 5,000,000. The number of pupils graduating from
higher- and sccondary-specialised schools will be 65 per cent greater
than in the period 1961-65. At present the Soviet Union has the world’s
lowest death rate and the largest number of medical personnel per
1,000 of the population. The Soviet Union accounts for 7 per cent of
the world’s population, engages one quarter of the world’s research
personnel and publishes more than one quarter of the world’s books.

The growth of living standards under the new five-year plan relies
on a considerable increase in the production of consumet goods, a
growth of trade, an immense growth of residentialand municipal
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building, and the conversion of the social services into a largescale
well-equipped sector of the narional cconomy.

The state plan for raising living standards usually includes the
following sections:

(x) Summary of Tiving standards, specifying nationaf income, real
private incomes, real wages, the lcngzh of the working wek, the
length of the paid leave, the social funds of consumption, peasions,
retail price and service rate indices, collective fanmers’ incomes,
total consumption of goods and services, etc.

(2) Development of retarl rade and grawth of the towad volume of
consumption of goods (retail trade, public catering turnover, net-
work of trade establish per capits fon of major
foodstuffs and other consumer goods cultural and recreational goods
per famuly, etc.).

{3) Development of housing and municipal construction {the
bmldmg of homes, the housing l'vcl, mvestmem into musicipal

of municipal services, tzc.)
(@) Dev:lopmcnc of services (the volume of services rendered by
service establ and she develop of the nerwork of these

nterprises).

(s) Dcvelopmcnc of passenger transport and communications.
(6) Develop of public education and other cultural activity.
(7) Development of the health service.

Al the above indices are specified in absolute values as welf as per
capua {or per 100, 1,000 or 10,000), the computation of many indices
in relative terms being related to those population groups to which
these indices directly belong.

The list of indices for the devel trade, icipal con~
struction, education, heaith and c-Trure is r.nhrgcd considerably when
plans ate devdoped for Union Republics, territories, regions, cities
and districts

‘The target assignments for living standards must rely on a corres-
ponding increase of incomes.

Real incomes are computed by the following approximate scheme:

1. Nominal incomes: total.
11, Minuos:
(a) taxes and other obligatory payments,
{b} payments for services.
1, Real incomes {f miaus 1I).
The for services is sub d from inal incomes to

Py
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avoid double counting, since the total of incomes includes the incomes
of the service personnel whose remuneration is contained in the pay-
ment for services.

Analysis of incomes makes it possible to establish the rate of growth
of incomes for various population groups, the composition of incomes,
the relative importance of different sources of income for different
groups and in particular the relation between the incomes from
collective farms and those from personal farms. Besides, the dataofthe
analysis can be used to determine the structure of taxes and other
obligatory payments in cash, and to analyse the level and rate of
growth of the welfare of the population as a whole as well as of
separate social groups.

Incomes are computed for different social groups to establish the
correct relation between the level and rate of growth of the incomes
of employees and those of collective farmers, as well as the correct
relation between different sources of incomes and between private
incomes, and expenses to stimulatc the development of the socialist
economy, including rise of the productivity of labour and growth of
welfare.

The real income of a population group includes: (a) actually used
incomes, (b) savings (as an increment of savings-bank deposits, insur-
ance fees, shares of co-operative members and state loans), and (c)
private contributions to public organisations.

Private savings are taken into account in the description of real
incomes. However, in the descciption of the real living standards as
of a certain date, all forms of savings and contributions to public
organisations must be subtracted from the real incomes, since savings
and contributions mean that the population partially relinquishes for a
certain period its right to the national product.

If private savings decrease in the period planned, the really used
incomes will prove to be larger than the real incomes obtained in the
period.

The really used (final) incomes turned to buying goods and services
are computed by the following scheme:

(r) Real incomes: total.
(2) Minus:
(a) Savings,
(b) contributions to puuue vrganisations.
(3) Really used incomes: total.
Of special importance for the computation of the real mcomes of
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employees and collective farmers is the account of private incomes
and expenses drawn for different social groups and the account of
agncnlturﬂ products sp:czﬁcd for farms.

In planning pnvat: incomes it is important to determine correctly
the volume, proportion and rate of growth of incomes derived from
the public funds of consumption.

By “public funds of consumption” is meant the total of il incomes
used by the state, co-operatives, collective farms and public organisa-
tions for meeting specific collective or individual demands. Most of
these services are enjoyed regardless of the different amounts of labour
each citizen contributes to the wealth of society.

The public funds of consumpnon are at present used to finance
free education, the maintenance of children in pre-schocl establish-
ments free of charge or at a small charge, free medical care, pensions,
allowances for large families and unmartied mothers, temporary
disablement grants, paid holidays, free libraries and clubs, discounts
in reat, including municipal services, etc.

Allowances and discounts from the public funds (including the state
budget and ¢the funds of enterprises) keep growing, as the follawing
table shows (in 1,000 million roubles):

1940 1960 1965 1970

“Tota 46 373 415 | 570

At present allowances and discounts from the public funds account
for about one quarter of the real incomes of employees.

‘The importance of the public funds will steadily increase as 2 form
of distributing the national product and as a method of raising the
living standards of working people.

8. PLAN FOR DISTRIBUTION OF PRODUCTIVE FORCRS AND
ECONOMIC DEVELOPMENT OF UNION REPUBLICS
Production always involves the territorial distribution of the forces of

production. The distribution of production has been a n
element in all societics, Wherever there is production, the problem of
its distribution arises slmuluneously

‘When saciety owns the principal means of p 2 and
the latter for the benefit of all members of s society, it is possxble ©

4
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distribute production over the entire territory of the country according
to a single plan.

The integrated treatment of the rational distribution of productive
forces over the country’s territory is a major problem of planning the
national economy at the present-day stage.

To raise the effectiveness of production, the Directives call for a
better distribution of productive forces, the complex development
and specialisation of the economy of the Union Republics and
economic areas, attraction of a larger part of the able-bodied population
to production and a correct combinaticn of territorial planning with
the sectoral principle of control of the national economy.

The territorial aspect of the economic development plan is based
on the plans for the economies of the Union Republics. The U.S.S.R.
national plan contains a special scction specifying the principal projec-
tions of development of all the 15 Republics: the Russian Federation,
the Ukrainian Republic, the Byelorussian Republic, the Kazakh
Republic, the Moldavian Republic, the Georgian Republic, the Azer-
baijanian Republic, the Armenian Republic, the Uzbek Republic, the
Kirghiz Republic, the Tadjik Republic, the Turkmen Republic, the
Lithuanian Republic, the Latvian Republic and the Estonian Republic.

A special section of the Directives is concerned with the assignments
for economic and cultural development of the Republics and indicates
major construction projects in industry, farming and transport. Under
the five-year plan the total industrial output is to increase 1-5 times in
the Ryssian Federation, 15 times in the Ukraine, 1+7 times in Byelo-
russia, 1+6 times in Uzbekistan, 1+7 times in Kazakhstan, 1+6 times in
Georgia, 1+6 times in Azerbaijan, 1+7 times in Lithuania, 1-7 times in
Moldavia, 1*s times in Latvia, 1:6 times in Kirghizia, 1-8 times in
Tadjikistan, 18 times in Armenia, 1-6 times in Turkmenia and 1§
times in Estonia. Clearly, higher rates are envisaged for those republics
which are less developed industrially (Byelorussia, Kazakhstan, Mol~
davia, Tadjikistan and Armenia).

The indices of the district-level section of the national plan
describe the integrated plan for the economic development of the
corresponding republic. These indices show the production and use of
national product and national income, the industrial outputs specified
over the key scctors, purchases of farm products and their delivery
to the public funds. The section contains also the following indices:
state capital investment, the introduction into operation of fixed
capital and major productive capacities, manpower, the wages fund,
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the reduction of producnion and arculation costs, the profir and the
rate of profit for the republic’s economy, construction and assembly
work under contracts, surveying and prospecting, and trade. In the
ccopomic plans endorsed by the governments of Unton Republies
the plan mdices are speaified much more elaborately over the range
of producrs and are d for

rcpubhcs, terntortes, regions and rcpubhun—lcvd ates (also over
areas 1n the Repubhics which are not dinded into regions) Beuides,
the republican plans contain sections which are absent 1 the US SR,
plan and which are speafied by a comprehensive system of mdices.
These sections mclude the plans for development of inland waterways

and bile transport, ed culture, med housmg and
muncrpal constructon as well as mare elaborate plans for retal trade
and public catenng

The pomt of departure for the terntonal planuing of the natonal
economy 1 a real distrbution or allocation.

The latter ongmated as an element of planned economc deselop-
ment 1 the first years of Sowiet power

The net of large economuc areas1s an important tool in the treatment
of problems 1ol ed 1 the distmbution of productive forces and the
temitontal planming of production. The net of economic aress now 1
force was endorsed 1 1961 and divides the entire temmtory mto 18
large cconomic and geographic areas.

Some of them compnse the terntory of several Unon Republics
with a sumilar pattern and direction of economic development. Thaus,
the Trans-Caucasus area includes three Umon Republics  Armema,
Azesbayjan and Georgia, the Central Asian area comprses the terntory
of Tarkmenta, Kirghiz1a, Tadjtkustan and Uzbekestan, and the Balue
area the termtory of Estoma, Latvia, Lithuania and the Kabmngrad
Region.

Each of these areas 15 an economuc umt based on the specshsation of
sndustrral and agrcultural producton.

The sechon of the nanonaf economic plan for a farge economic area
1cludes the indices descnbing gross 1mdustnal output, the prmnapal
ttems of indasmal output, the purchases of agneultural products,
capieal ductton of prod cipaaics o
operation, the nu.mbs: of employes, the producqvxry of labour, and
imtiation and development of new mdustal centres,

‘The Durectves provade for the followmg projections to improve the
distribution of productve forces
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(2) To avoid the construction of new power-intensive manufactures
and restrict the development of operating manufactures of this kind
in the economic areas of the European part of the U.S.S.R. and the
Ukraine, and to develop the productive forces in these areas mainly
by the renovation and better use of the productive capacities already
in operation.

(b) To develop at a high rate the output of fuel, the generation of
electric power, the power-intensive types of the production of
non-ferrous metals and chemicals as well as wood processing in the
Eastern areas of the country where cheap fuel, power and raw
materials are available, and

{c) To advance inter-area and mtcr—Repubhc economic relations,
especially between the Western and Eastern areas of the country.
The economic effectiveness of an economy largely depends on the

concentration of producton. Progress in scicnce and engineering
concentrates industrial production at large enterprises, which essentially
changes the system of their organisation. Socialism opens wide pros-
pects for the rational combination of production and in particular the
establishment of large industrial complexes.

The major Soviet economico-geographic arcas contain several
production complexes. By “territorial production complex” is meant
an economically justified and co-ordinated set of cnterprises and manu-
factures ensuring the highest possible economic effect by making
an all-round use of the natural and economic conditions of the area.
Asa rule, a production complex comprises the territory of several
areas. .

Large territorial production complexes are now developing in
Siberia on the basis of the cheap electric power of the Siberian rivers
and the rich deposits of East and West Siberia.

The plan for initiating and developing new industrial centres (by an
“industrial centre” is meant a set of enterprises having common sources
of raw materials, fuel and power plus a residential arex with municipal
and other services, cultural institutions, etc.) is an important section
of the plan for developing a large economic area.

The territorial planning of economic development must always take
into account the inter-relation of many factors often operating in
opposite directions

A thorough analysis of the current distribution of production is
first of all necessary. The current distribution of production reflects
the entire previous economic activity of society. A concentration of



156 AIMS AND METHODS OF SOVIST PLANNING

operating productive capacities 1s always accompanzed by 2 concen-
tration of hughly-skilled manpower Hence the objective trend towards
the further terntoral concentration of productive forces, since thewr
distribution over settled economuc areas yields a considerable saving 1n
both. capital and current outlays
At all stages of socl development the termntonal distmbunion of
production depends on the distribution of natural sources of power and
raw matenals The dependence 1s the greater the lower the level of
productve development and the smaller the scale of using the progress
of scrence and engmneening m production More advanced means of
transporting Taw materials power and finshed products mevitably
lead to a trend towards umform economic distnbution temtonally
The progress of physics and chenustry dimunishing the depeadence of
manufacturing processes on natural sources of power and objects of
labour ntensifies ths trend
These contradictory trends can only be combined optimally for each
planning period wath respect to the plans of sectora) and area develop~
ment on the basis of a thorough analysis of all natural, technological,
economic socral and polireal factors The maw princrples of planning
the ternitonal proportions of production can be summed up as follows
(1) The planned development of production of all areas by drawing
on all possible resources mcluding manpower
(2) M P y of prod to sources of raw matenals,
fuel and power to mummise outlays of all kinds
(3) Rawsing of the natsonal defence potennal
(4) Planned steady nise of the level of matenal producton and
avibsation 10 general of all Umon Republics and all nationalines
of the Soviet Unuo, ehmunation of sull ingering elements of uneven
economuc development of different national areas
(5} All-round specialisation of areas m combmation with mnte-
grated economic development
(6) Sensttivity to the requirements of the socualist division of
labour between socialist countnes
Such are the major prnciples of the temntornal planning of the
national economy Apart from them planming must take mnto account
the speafic pattern 1n the dismbution of each individual sector of
production as well as the ustoric and national antecedents of each area.
The Saviet Unson 1 a muln-national country, and nawurally the correct
devel of natronal rel 1s of major 1mp for

and cultural planning
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Specialisation in, and integrated development of, the economy of an
economic area are two major principles of the socialist distribution of
production.

Each economic area and each Union Republic must specialise in the
production of certain manufactured and farm products. By “specialisa-
tion” is here meant a form of the social division of labour over different
sectors of production as expressed in the identification of areas or
sectors (industries, farming, construction) with the output of definite
products. Specialisation implies not only the output of specialised
finished products, but also the use of specialized implements of labour,
specialised methods of economic organisation and special techniques.
Specialisation is the most salient expression of the social division of
labour and at the same time a major factor in the productivity of labour
and the efficiency of production.

The specialisation of an economic area is determined by the require-
ments of a proper geographic division of labour conducive to a higher
rate of reproduction on an expanded scale.

Of decisive importance in the appraisal of the conditions for the
specialisation of a given area is the determination and comparison of
the economic effectiveness of the output of certain products in different
areas and the evaluation of the effect of the production of these items
on productivity and the saving of labour.

Factors accelerating and decelerating the specialisation of areas under
study must be taken into account.

To work out the specialisation of a Union Republic or a large
economic area, a system of dependent indicators is used, including:
(a) the specific weightof a sector under study in the economy of a
given Republic (or area), (b) the proportion of the ares in the total
output of the sector for the Soviet Union as a whole, and (c) the pro-
portion of the sector’s output consumed in other Republics (or areas).
The computation of the indices should take into account the data
on the area’s outputs, fixed assets and the number of employees.

Sectors such as timber, oil (extraction), gas, coal, iron and steel, non-
ferrous metals, many branches of machine building, some branches of
food processing (sugar, fish, wines, etc.) and some branches of farming
(grain, cotton, southern crops, sheep, etc.) may be specialised sectors
in the economy of a Union Republic or economic area. Electrical
power, oil (processing), some chemicals, some building materials,
many branches of: food-processing and consumer production, some
branches of farming, etc., are auxiliary or servicing sectors.
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hsed and d devel of an area or

The sp P
Republic 15 ble both with lop-uded special
and with paroctual autarchy and resuling lag of the Republic ot area
m the development of 1ts productive forces.

The spectalisation of an area must be combined with the mtegrated
development of its connomy, by which 13 meant an economcally

pedient and lly co d develop of all the sectors,
meetmg the areas demand for all producers’ and consumer goods
and services, the all-out development of the key sectors and therr
co-operation mude the area 25 well as the propornonal development
of each sector of the area s economy

The wtegrated development of an area must ensure the productnon
withun the area of sufficent quanunes of major kinds of raw matenals,
fuel and power consumer goods foodstuffs, etc., as well as the
development of transport services and cultural msutunons

Excessave spealisation of ~n ares may entail very large i-flows of
raw materials and consumer goods from other areas of the Republe
and wiil increase the transport range with resulting increases m teans-
port costs Excesave mtegration of the economuc development ot an
area wall shut s ¥, with resulting low levels of prad

A major peculianty of the disbunon of famu.ug 1 25 dm:cx

Jenice on natural cond, The distubution of farming depends

mdccd on the chmate, soil local skills producnve levels of different
branches of arable farming and livestock breeding wathun the different
natural and economuc zopes, and finally on the asagnments made m
each area for the specialisanon of 1ts farming Zonal farming specaalisa-
tion makes 1t possble to use land and skidls i che most effective way
and i particalar with the lowest expenditure of all resources, mclud-
1ng manpower

The pomt of departure for planuing the distribunion of farmung
1 the premuse that each area should concentrate an those crops and
kinds of Livestock which are most economuc under the speafic natural
and economic conditions At thc samle tme the dxsmbuuon of' fzxmmg
must take mto account the oby need for
brmchsnfﬁrmmgmunemncsozsmkccpbusymallscasons,and

pecial probl froat the pl Dofthc" of
homudmraimu&zxyﬁmmgwmaxomdmdnmalmmd
large cuttes to mect the urban population’s demand for fresh vegetables

and darry products
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9. PLAN FOR SCIENTIFIC AND TECHNICAL PROGRESS AND
FOR UTILISATION OF PRODUCTION RESERVES

Planning for technical progress and the use of production reserves
bulks large in national economic plans. This section of long-range and
current plans comprises the plan for the development and introduction
of new plant, the plan for labour and manpower, the plan for reducing
production and circulation costs, and the financial plan.

In the Directives the assignments for technical progress, growth of
the productivity of labour, reduction of costs, and a higher yield of
profit are included in the sections concerned with individual sectors of
the national economy.

In specific projections and current (annual) plans all the plans listed
above are made as special parts of a single national economic plan.

The state plan for the development and introduction of new plant
includes the following sections:

(a) targets for major research, experiment and designing;

(b) targets for the development and manufacture of new types of
machines, mechanisms, equipment, instrumentation, materials and
products;

(c) production of new industrial products (first consignments of
new products in high-volume production);

(d) targets for the mechanisation and automation of manutactuning
processes and the introduction of advanced manufacturing methods;
and

(€) termination of the production of obsolete machines, equip-
ment, mechanisms, devices and instruments.

The above sections provide for measures conducive to the basic
directions of technical progress: electrification, chemicalisation or
extensive introduction of chemicals and chemical processes, mechani-
sation and automation.

Since 1960 the working out of planned technical measures has been
undertaken before the development of the plan for production, so as
to improve the technical aspect of the plan and co-ordinate effectively
the targets for the development of new equipment with the other
sections of the plan. The relevant research and design agencies function
under the auspices of the ministries responsible for the introduction of
new eqiiipment and manufacturing processes into production, and
for the technical standards of the corresponding sectors and the speciali-
sation of industrial production.

The Directives provide for:
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—accelerabon of saennfic and technical progress on the buss of
extensive rescarch and a prompt use of 1ts results, as well as of
mnvennons 1n production,

—prionity growth of elecnical power machinery and chemcals
compared with overall industnal growth

—output of products with techmeally advanced high-quabiry
paramieters

~—mtroouction of highly effecnve manufactunng processes such
as physicochemical electro-physical power mtensve, etc., and

—development of specialisanon of and co-operanion between
enterprises
Plnnmg for technical proaress proceeds from the followng
TCOUSES

(1) Thorough analyss of the development of sqence and engimeer-
g abroad and working out measures aimed at introducing the best
results of saence and engineening 1 the nanonal economy

{2} Establishment of the sequence and prionty i the itroduction
of the above measures taking into account the current level of
technical development of a given sector

(3) Isolation of the crucaal factors (sectors, manufactuning medhods,
techmeal devices etc)) m the technical re-equpment of 2 sector

{4) Selecnon of those measures which are dictated by the requure-

ments of the national ¥, exped hnically posable and

economcally effective.

The targets of the plan for the development and miroduction of new
equipment take mto «ccount the required all of plant, \

financa) resources and manpower mcludimg speciabists.

A deasive factor m techmical progress today 1s the development of
science and the mtroducnon of saennfic discovenes mto producnon
The odvance of facturing p depends mare and more oot
on the quannty but rather the quality of mnwoduced plant. And hus
depends Jargely on the progress of saence.

In the planning of saientfic develop 1t 15 Imote 1mp chan
many other tvp of planning to determine the level of development m
d.fferent dir~ctions aad the trends m the development of cach £d14, 10
determine what 15 really progresaive and should recave a manmun
mpetus and what has ceased 10 be progresave and amultanzously to
ensure adequate theoretical margins m sasnce, 1 ¢. the development
of those fields which cannot be expected to yield tangble pracncal
results wathin the next few years.
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A major principle for planning research and planning the introduc-
tion of scientific and technical discoveries is a uniform national policy
in technical progress, and in particular a wide dissemination of scientific
and technical knowledge and advanced economic experience in all
sectors of the national economy.

The plans for research and for the intraduction of scientific and
technical discoveries into the national economy are drawn up directly
at enterprises, and at building agencies, research institutions, designing
offices and higher- and specialised-secondary schools, on the basis
of plans for the technical development of enterprises.

The more important measures specified by plans for the technical
development of enterprises are transferred to the plans for research and
and introduction of scientific and technical discoveries into the national
:conomy worked out by the ministries and departments of Union
Republics. The plan also includes all assienments of importance to
industrial development as a whole.

On the basis of draft plans submitted by the minstries and
departments, the Republican Gosplans (the state planning com-
mittees of Union Republics) develop Republican plans for research
and the introduction of scientific and technical discoveries into the
cconomy.

The state plan ror research and the introduction of scientific and
«echnical discoveries incorporates the more important investigations
and designs dealing with integrated, intersectoral and crucial sectoral
scientific and technical problems, theoretical problems of the natural
and social sciences, advanced manufacturing processes, mechanisation
and automation, and the manufacture of new machinery, equipment
instruments and materials decisive for the technical development of
various sectors of production.

The annual economic effect, saving or reaucuon of costs, capital
investment per unit output or expenditure of labour are computed for
all equipment-introduction measures for each year of a period planned.

The effectiveness of the introduction of technical measures as well
as of inventions, improvements and rationalisation proposals is deter-
mined on the basis of the following principal indices:

(3) capital investment per unit of annual productive capacity
introduced;
(b) cost of output and the reduction or production cost per annum

(aftes the introduction of a measure has been completed);

(c) growth of labour productivity; and |
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{d) pertods of return ca the outlays miested m techmcal measures

under consideration R

As addinonal indices for desenbung economuc effectivencss recourse
18 often made to imdices desertbang.

(3) length of productian cycle (e g the speed of d.lling, the speed
of railway trafbic, exc),

(b) level of yreld of productive capacntes (e.g dauly output of steel
per squate mewe of open-hearth effectrve area),

{c) expenditure of raw materals, construction matenals, fucl,
power, tools and fimshed products per umt ontput.

These mdices are daffe d for cach £ taking 1nto
account its specific features.

The productiviry of labour and the saving of manpower are arong
the most general mdices of the economuc effect artamed by the 1ntro~
duction of programmung technigues.

To deternune the effectiveness of the application of advanced
cquipment st new enterprises the projected mdices of cost, the
Iabour output ratio and cap tal wvestment per Lout output shoald be
compared with the actual resulis attaned at the best Soviet and forergn
ducrpnscs

Plaxnng for the deselopment of sciznee and engineenng as vital
for steadily rarung the productivity of labour, bnnging down produce
tion costs and 1nereasmg the tate of sccumihition,

The most important imndices of the plan for labour are

{3} Productivity of labour per employee for e.ch secnon, Union

Republic and department,

(2) Number of employees for each section, Republicand musery
(3} Average wages and the wages fund for each sector, Union

Republic and minustry

All indices of the plan for labour are co-ordmated to ensure proper
relanions between mereases 1 the number of employees and the pro-
ductiwnty of thewr Iabour, between the w.ges fund and the number of
employees, between n merease 1 the productraty of labour and an
ICTease 1 average wages

The productiviry of Jabour for 1966 to 1970 15 to grow, according
to the Directines, as follows 33 to 35 per cent for ndustnies, 40 10 45
per cent for state farms and collective farms, 23 to 25 per cent for raik-
way transport and 3§ to <o per cent for construction.

The growth of Labour prod: y 15 the most wmg wdex
of the effecuveness of the use of manp and means of prodt
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and is decisive in the plans for production and the target assignments for
reducing production costs and increasing the profit of enterprises.

The projected rate of growth of labour productivity is used for
setting targets for the growth of the number of employees for each
sector and the increase of wages and salaries and of rural incomes. The
relation between the growth of labour productivity and wages con-
stitutes a major factor for reducing production costs and increasing
accumulation.

At enterprises turning out heterogeneous products recourse is had
to value indices of labour productivity. The most important of them
is gross output per worker per time unit. The application of this index
makes it possible to calculate the productivity of labour on the scale
of a sector or a Republic as well as of production as a whole, and to
compare the labour productivity curves for different sectors.

Physical indices, i.e. indices in terms of actual products, are ex-
tensively used in sectors and manufactures turning out homogeneous
products (electric power, metal, timber) or in manufactures where
different products are reducible to a conventional unit (e.g. fuels).

Since 1959 the productivity of labour is planned per employee,
counting all employees engaged in manufacture (in industry), all
employees engaged in construction and assembly (in building), and
all personnel engaged in farming (in state farms). The ministries and
Republican Gosplans (the state planning committees of Union
Republics) also submit data on the growth of labour productivity per
employee for major sections of the national economy.

The principal method of planning the productivity of labour is
that of computation by productivity factors, which makes it possible
to take into account the effect of 2ll measures for raising the produc-
‘tivity of labour projected for a planned period.

The factors responsible for the growth of the productivity of labour
are grouped as follows:

(1) Factors responsitle for a higher technical level ot production
and equipment per employee (the introduction of new equip-
ment and manufacturing processes, integrated mechanisation and
automation, modernisation and renovation of equipment, speciali-
sation and cc-operation, improvement of the designs of products,
introduction of more economical raw materials and construction
materials).

(2) Factors responsible for the improvement of the organisation
of production and labour (elimination of idle time, reduction of the
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number of employees engaged in swioliary operations, berter job
rating, higher skalls, dissemination of advanced experience, improve-
ment of the organisation of production control, rationahsation of the
structure of admmistrative personnel, etc.),

(3) Factors responsible for changes in the sectoral strucrure and the
distribunion of production {increase of the proportion of open work
in coal and ore mumng, change of the qualiry of raw materials,
reclamation of new mineral deposits, advance of crops 1o new areas
as well as other factorsinfluencing the fabour—ourput ratio of products
but mdependent of the operation of individual enterprises).

The estabhishment of targets for labour productivity must include -
their comparison wath targers for the volume of production and the
_oumber of employees. The relation berween these targets must ensure
the growth of output mamly due to the growth of labour produc-
tivity at relatively lower rates of mcrease of the number of employees.
Planning for manpower 15 based on the determinarion of its total
size in a penod planned and the possibilities for its absofute and relative
growth, as well as xts proportional distribution berween sphetes of

SOCIELy, SCCIOTs, areas, etc.

The planned orgamsation of the Soviet economy makes it possible
to use Jabour to the best advantage for the benefir of sodety asa whole,
to predict the demand of the national economy (individual seetors,

enterprises, areas) for manpower, and take to ect thisdemand,
A rarional distnbution and effective use of of. is
a major aum of planning.

Planning of the demand for manpower is based on the development
of manpower input-output tables.

Among many manpower mput-output tables of special importance
in national economac planning are:

(a) the manpower input-output table for industry, comstruction
and transport specified for cach Republic and basic to the planning
for an additional demand for manpower in the key sectors of the
national economy;

(b) the manpower input-output table for collective frms,
for each economic area, Republic and region; this input-output table
is basic to the planning of dhe redistribution of manpower ban\un
farming and industry (through organised engagy and
at vocational schools) as well as the erritonal diseribution of man-
power within farming by the reseetlement from lirde-land areas o
much-land aseas and newly reclaimed lands;
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(c) the skilled manpower input-output table specified for each
Republic; this input-output table estimates the total demand and
supply, including skilled manpower, specified over occupations and
skills; it is basic to the plan for training highly skilled manpower
and the plan for raising skills; and

(d) the input-output table for specialists, which is basic to planning
for meeting the demand of each Republic for specialists trained at
higher schools and specialised-secondary schools; without this table
it is impossible to draw up an adequate plan for the enrolment at
higher and specialised-secondary schools.

Under the new five-year plan (1966-70) much attention is paid to
rational employment of manpower. The Directives provide for an
increase in the number of employees in the national economy by
15 million (from 76 million to 91-92 million). To make a better use of
manpower, new enterprises will be chiefly built in medium and small
cities, taking into account theneed for employment of men and women.
Higher rates of housing and municipal construction are planned for
the country’s Eastcrn areas than the average for the country as a whole.

Economic development in accordance with the targets of the national
plan requires immense resources. What resources are used for capital
construction and for the improvement of material and cultural stan-
dards? They are provided from regular savings of production costs and
steady growth of accumulations. Indeed, the aim of the planning of
costs, prices and finances is to solve the problem of resources.

The Directives set the following targets for industry: to reduce
industrial production costs, make all enterprises operate with a margin
of profit, increase the yield of profit in industry twice over by the close
of the five-year plan period; and for construction, to decrease the
estimated cost of industrial construction and the cost of construction
and assembly. By the “cost of output” is meant the total of the enter-
prise’s outlays on the manufacture and sale of the output.

The aim of planning costs is to ensure the maximum aecrease of
costs and to raise the profit in all sections and units of the national
economy so as to obtain the best results at the lowest cost.

The cost plan comprises the targets for minimum outlays in all
sectors of the national ecoomy and in particular in industrial produc-
tion costs, costs of the output of state farms, costs of construction and
assembly work, costs of transportation (specified for each type of
transport), as well as the outlays of procurement, supply and sale
agencies, and of public catering entcrprises.



66 AIMS AND METHODS OF SOVIRT PLANNING

‘The current system of cost plan indices ncludes

() the targess for the toral sum, structure and level of oudays,
with the aid of which the cost plan 15 co-ordimated wth the other
sections of the national economic plan,

(b) the targets for bnngng down the level ot outlays, which

1 the effc of aimed at saving resources and

reflects the dynamues of production and circulation costs, and

(c) the targets for lowering the costs of mdividuat kunds of output
or work

In accordance with the current economic reform, the targets for
lowenng production costs will be estumates rather than obligatory
assigaments for enterprises However, thus does not detrace from the
umportance of such estmates 1n indicating posuble savings from
lowenng production and arculanon costs The cost mdices will
contnue to figure 1 the plans of enterprses and will remam as
esimnates mn the plans of mumstries, departments and Republics.

It 15 important 1 planmng to take 1nto account the differences in the
structure of costs due to the speafic conditions of production of each
sector and to 1ts techncal equap The cost differs espec-
ally markedly i extraction and processing sectors Smce the object of
Labour tn extraction sectors 1s a natural product, the outlays i wages
predominate m the total volume of outlays m cutput 1 these sectors
Thus, 12 coal muung the propartion of wages accounts for 68 per cent
of the costs, m the production of peat for s per cent and n ambening
for 50 per cent 'We say that these are labour~ntensive sectors These also
mclude construction, farming and transport

In some processing sectors raw materials and construction muatenats
account for the bulk of costs For example, mn the chemacal mdustry
raw matenals and construction materals account for 69 per ceat of
total costs 1n garments for 87 per cent and 1 food processmg for 89
per cent These are matenals-ntensve sectors In the producton of
alummium and some other sectors of non-ferrous metallurgy as well
as many chemical manufactures the expenditure of electnic power
accounts for a large part of total costs These are power-intensive
manufactures

Funally, we have capuai-ntensive sectors ;n which the amortisation
of fixed assets accouats for a large portion of total costs Under dus
heading come the hydro-generation of power, o1l extracnon, ete.

The cost saucture teflects the speafic formanon of cost m esch
sector and the extent of the mnfinence of vanious factors on the Jevel of
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costs and its decrease compared with the base period. In materials-
intensive and power-intensive sectors the main factor for loweri
costs is the saving of raw materials, construction materials, fuel and
poser. In labour-intensive sectors, costs are lowered above all by
raising the productivity of labour, and introducing new manufa

means and methods, which decrease the payment for labour per unit
output or work.

In capital-intensive sectors costs are reduced above all by intro-
ducing more efficient equipment and making a better use of fixed
capital.

Forms and methods of lowering production costs are many and
varied. Production and circulation costs depend on a multitude of
factors. Some of - these are directly connected with the quality of
operation of a given enterprise, while others depend on the perfor-
mance of the national economy as a whole. However, this division is
conventional since the two groups of factors are closely inter-related,
which must be taken into account in the practice of planning.

The general national economic factors include:

(a) the introduction of new advanced equipment and technology;

(b) improvement of the distribution of productive forces;

(c) organisation of rational specialisation and co-operation on the
scale of the national economy as well as for individual sectors;

(d) rise of technical as well as general cultural standards of working
people; and

(¢) transition to new economical raw materials, construction
materials, fuels and types of power.

The cost factors independent of the operation of an enterprise
include, besides, changes in the wholesale prices of means of production
or producers’ goods. transport costs, rates of interest on loan, pay rates
and salaries.

The factors directly connected with the performance ot an individual
enterprise include:

(2) improvement of the use of fixed capital;

(b) improvement of the use of raw materials; construction
materials, fuel and power;

(c) mechanisation and automation of producnon and the improve-
ment of manufacturing processes;

(d) thythmic organisation of work;

(¢) improvement of the organisation of labour (the organisation of
the workbench, improvement of labour discipline, etc.);
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() umprovement of the shalls of employces engaged at the enter-
poise, and
(g) 1mprovement of management.

The above factors influence exther individual cost elements or several
cost elements smultaneously The importance of each group of factors
depends on the length of the planned penod. In annual plans pronty
goes to the fist group of factors which ensure savings mamly at
operanng enterpnises, while a long-range plan gives precedence wo
general national economuc factors sesponsble for essennial changes i
the level of production.

The average cost for a sector 1 mAuenced, especially 1n mung and
agnculture, by the distnbunon of production over the terntory of the
cauntry dependng on natural condirons (the extent of seams and
therr depth under the surface of the grouad, metal coutent of ferrous
and non ferrous ores, soul, type of terram, chmate, etc} Terntonat
changes 1n the distribution of sectors scheduled for a penod planned
may lead to changes 1n average sectoral costs withaut any sgmficans
decrease at separate enterprises

The fluence of the above factors on av-rage sectoral costs can be
determmed by w eighong the outlays for each area (methods of muung,
productivity of land, etc) by the outputs or their proportions 1 the
base and planned penods The difference will show the size of saving
and the decrease of costs owing to structural

The mfluence of structural changes i the natonal economy 15 also
caleulated by weightng the costs of output for the base nd planned
structure of consumpnon of different raw matenals, construcnon
matenals and fuels A companson of these data ndicates the saving
obramed for the entire volume of production per nmt output.

A mayor factor for bringing down costs 1s the improvement of the
orgamsation of production by specialisaion, co-operanon and mntegra-
non. The effect of specralisation and the saving of resources «s a resalt
of it are computed by companng costs per umit output under the former
and plannied conditions.

Average scctoral costs are also direcdy mnfluenced by maconal
economc factors <uch as impros ement 1n the apparatus of production
asawhole The mfluence of thus factor 1s determuned by the size of cost
at new enterprises and the proporton of their output m the torl
output of a sector

The establishment of the natonal economic cost factors and the
calculanion of thewr mfluence on the level of outlays makes it posable
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to plan average sectoral costs for each major product. At enterprises
the cost targets are determined in accordance with the operation of
intra-enterprise cost factors, which makes it possible to establish the
costs for a given enterprise and calculate the saving from its reduction
as well as the size of profit under the plan.

The principal aim of the cost planning of industrial production is the
detection and use of reserves for lowering production costs at enter-
prises so as to obtain higher output at lowest costs.

Prior to 1938 targets for lowering the costs of comparable products
were planned and assigned to enterprises. In view of certain defects
of the comparable product cost index, another index came into use in
1958 for planning and estimating the progress of plans: cost per rouble’s
worth of commodity output. The earlier use of a single index in the
plans for all enterprises, without taking into account the individual
character of production in each enterprise caused difficulties in working
out plans and estimating the progress at many enterprises and in some
cases gave rise to misleading conclusions about reductionsin production
costs.

Since 1963 cost targets have been established in terms of costs (in
kopecks) per rouble of commodity output in the annual plans for each
industry as a whole and in the plans of Union Republics, ministries and
departments. On the other hand, in the plans of enterprises the follow-
ing differentiated indicators are used: .

() the cost of unit output for enterprises putting out one principal

product;

(b) the cost of electrical power and heat unit for power stations
generating electrical power and providing heat; and

(c) different indices, depending on the cost of products com-
pared or cost per Touble of commodity outpus, for the enterprises
of all the other industries putting out different products. If com-
parable products predominate in the total output, enterprises
plan a reduction of the cost of comparable products. Those
enterprises whose total output contains mainly incomparable
products plan their production costs per reuble’s worth of com-
modity output.

Apart from the above indices, all enterprises plan the costs of
their entire commedity outputs in absolute value terms.

The output cost plans are drawn up for industrial production as a
whole as well as being specified for each sector.

A very important section of the output cost plan is that containing
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the estimate of production oudsys. This makes it possitle to co-
ardinate the cost plan with other sections of the natonal economic
plan and thos to determine justified targets for the cost level of indus-

trial production.
The cost index for the operation of ransport and the cost of 2 uait
of haulage, d in ton kil {or ton-miles for sea rransport),

are used in the planning of wansport costs, The targers for reduding
costs of railway, sea and air haulage are therefore specificd in dhe
national economic plin, and those for road and inland water haulage
in the plans of Union Republics.

Constrisction, on the other hand, consists a5 2 muleof individual
projects, and it is rather dificult to determine the cosp squcture over
years for the same building agency. Thercfore, reduction of costs in
construction and assembly wotk is plnned, not with respect to the
2ctual cost of the previous peniod, but with respect to the estimated
cost of a given construction project.

Another special feature of construction costs is that plaaning for
reduction of costs 1s done not for the entire velume of capizal outlays
but only for the volume of construction and assembly work, L.c. with-
out taking into account the cost of equipment. The reason is that the
quality of construction does not influence the cost of equipment. There-
fore, the plan specifies 2 assignment for lowering the cost of construe-
tion and assembly work 23 against their estimated value.

10. PLANNING OF PRICES
The planning of the costs of cutput and work is a major premise for
the planning of prites.

The price is the expression of value in terms of money, and originates
25 an cconomic category at a cortain stage of development of com-
modity production. In the Saviet economy the existence of price s 2a
economic category is due to the presence of commodity production
and hence to the operation of the aw of value connected with the
production and drculation of goods.

The state fixes wholesale prices, estimate-prices of construction and
price-rates charged for the economic circulation of the means of
production, and procurement prices for the autput of collecrive fazmms,
as well as the retail prices of state and co-cperative trade in consumer

goods. The planning of prices 1s directly connected with the planning
of costs, of circulation expenses. and of net income in all its forms.

The Soviet State uses the pricing mechanism a5 1a coonomic lever
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in the planned control of the country’s economy. The output of
economically important products is stimulated and a more rational use
of the means of production is encouraged through a system of whole-
sale prices (by establishing price rates leading to reduction in the
consumption of scarce products and increase in the consumption of
effective substjtutes, local raw materials, by-products, etc.). Through
a system of freight charges, which constitute a major element of pric-
ing, the Soviet government stimulates 2 more rational distribution of
production as well as a better co-ordination of the operation of different
transport facilities (rarlways, ships, automobiles, etc.).

By establishing the retail prices of individual goods and ditferentials
between the prices of several groups of goods (meat and fish, vegetables
and groats, fabrics and garments, fabrics made of natural and synthetic
fibre, etc.), the state controls consumption patterns, and by establishing
charges for the services of municipal or cultural institutions as well as
the level of rent, it controls the effective demand for services. Using the
lever of pricing, the state contributes to the welfare of the working
people, introduces higher material and cultural standards, and provides
personal incentives to contribute to the growth of material production
and of accumulation.

The state, the co-operatives and the collective farms use pricing for
planning and accounting of all aspects of economic activity.

The Council of Ministers of the U.S.S.R. directly authorises only the
purchase and delivery prices for raw materials and farm and timber
products, but it also deals with problems of changes in the general level
of wholesale and retail prices and rates for haulage, powerand services.

The U.S.S.R. Gosplan (the State Planning Committee of the
U.S.S.R.) in co-operation with the State Committee for Prices func-
tioning under its jurisdiction:

(a) issues general obligatory instructions for the calculation of costs
and prices;

(b) submits to the Council of Ministers of the U.S.5.R. recommen-
dations on changes in the general level of wholesale prices and rates
as well as advice on the problems of purchase and delivery prices for
farm products;

(c) endorses wholesale prices for major industrial products as well
as foodstuffs and other goods;

(d) endorses the rates for haulage, electric power, thermal energy
and services; and '

(e) endorses retail prices for major foodstuffs and other goods and
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and oil products); this element is also contained in the rates for

electric power.

In place of the average sectoral cost and profits of enterprises, the
wholesale prices of farm products and raw materials include the
average price of state-purchased farm producs.

Profit constitutes an important element in the wholesale prices of the
means of production. And another major constituent of prices is the
tUINOVeET tax.

Part of society’s net income goes as a turnover tax directly under the
control of the state, forming society’s centralised’ net income. The
existence of these two basic forms of society’s net income—the net
income of an enterprise (profit) and the centralised net income of the
state (turnover tax)—is due to the cost-accounting organisation of
socialist enterprises and the need for stimulating the personnel of each
enterprise to work for a larger quantity and a better quality of output.

A turnover tax or oil products is necessitated by proper cost relations
between different fuels, The entire system of fuel prices in the Soviet
Union is based on the wholesale price of coal, central to the fuel
balance. However, the calorific value of oil is much higher than that
of coal, while the cost of a ton of oil is only two-thirds that of a ton of
coal. Therefore, the price of oil, taking into account the difference in
the calorific value of oil and coal, is an excess yield of profit, the excess
being taken off as a turnover tax. The rates for electric power are
established taking into account the fact that along with large district
power stations there are small municipal power stations as well as
power stations of industrial enterprises which also supply energy to
outside consumers. The rat3s must ensure a positive yield of profit for
all these power stations. However, such rates provide an additional rate
of profit for the larger stations, and this excess profit is removed as a
tumover tax.

The wholesale prices of farm products are used in the accounts
between state procurement bodies and industrial enterprises, trade
agencies and the departments concerned with export. The wholesale
prices of farm products are differentiated as

(a) prices minus turnover tax (used for accounts with export
organisations and industrial enterprises); and

(b) prices including turnover tax (used for accounts with trade
agencies for products transferred to retail trade without processing).

In its general form the wholesale price of a farm product includes the
purchase price of the product, the surcharge of procurement agencies
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imcorporating the expenses of the procurcment of the product, profit
and nurnover tax.

The economic exchange of constnucnon work berween state enter-
prises and organisanens 1s served by special wholesale prices or estinae
prues Since construcnon projects, mcluding even those usmg modJ
designs differ among themselves 1 several ways connected with the
condigons under which construction 1s orgamsed, avalable conaue-
nonal elements and bulding matenals, locanon, erc. the appheation
of uniform stute wholesale prices listed by official price-hsts for imstruc-
tion, 15 difficult and undesirable The prices of construcnon are deter-
mined according to the estunates for each speafic project.

The economc ex.hange of services furmished by transport and com-

< erved byspecal price-rates. The sys.em of rates .ncludes
(a) rates for passenger maffic
(b) rates for tne haufage of products tumed out by heavy wndustry,
{c) rates for the haulage of consumer goods and
(d) rates for communicanions services

‘The system of rates at present 1n foroe was established as 2 resalt of
the reform of rates 1 1949 and subsequent reducnons 1» 1950-55

The structure of a rate for a transport OF COMMUNICARONS SEIVICE 15
rdenncal with that of 2 whelesale price for an enterpnse. Just ike the
Latter, the rate meledes not the entire product for soctety put out by 2
£ransport or communicanions umt, but only part of 1t n the form of the
net income of this unit. The rate mcludes

(1) total cost of haulage {or commumecations work), «ad
(2) profit of transport and communmicassons unats.

The planning of wholesale prices most be based on corneet relanons
betw.cen cost and profit m the price of each product or service respoa-
sible for the growth of prod a range of products specafied by
planning and 2 better quality of products. 'To meet these requurements,
the system of whalesale prices must ensure

umyform prices for sumlar products, wathout whach prices caanot
function as standard mezsures of production costs «nd outputs,

a posits ¢ preld of profit of all or mase eaterpreses of cach sector w8 2
major condinion of socalist cost accounting, «nd

a positwe yield of profie for sanous products wadun each sector,
ensurng 3 larger oge .nd 2 hugher qualty (for example, the
establishment of a relatively hugh rate of profit for producs the out-
put of which 1s required sharply to mcrease, or the appheaon of
discounts for lov-ex-grade producs)
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The key problem of wholesale pricing—uniform prices for enter-
prises run under uniform operating conditions—is solved in planning
by different methods for taking into account the common conditions
of each sector and discounting the conditions of operation of individual
enterprises.

The above principle of uniform wholesale prices is observed by
establishing, along with general or national prices, uniform zonal
prices for areas with conditions that sharply differ from average
national conditions in the level of required outlays on the production
and transportation of a praduct. For example, uniform national prices
arc accepted for producers’ and construction goods the transportation
cost of which accounts for only a small fraction of their wholesale price
(vubber products for industrial use, ferrous merals, etc.) as well as
products put out by processing industries provided they are consumed
where they are turned out. Uniform zonal prices are established for
each area of consumption for the products whose transport involves
relatively high costs (ol products, cement, etc.) and for each area of
production for mining products if there are sharp natural differences in
their production costs (coal, timber, ore).

But differences in cost levels cannot, of course, be reduced to zonal
differences. Costs are affected by transport factors, the technical equip-
ment of enterprises, differences in capital outlays as well as defects in
the planning and organisation of production. In some cases where
deviations of individual costs from average sectoral costs are insignifi~
cant, the operation at a profit or at least without loss of the bulk of
enterprises using uniform prices can be ensured by raising the level
of profit for the entire sector. If there are considerable deviations of
individual costs, the establishment of prices must be preceded by
calculations redistributing the accumulations inside the sector. Thus,
a system of special accounts at the State Bank is used to eliminate in
meat packing and dairy production the effect of different pricings of
raw materials coming from different sources. The difference between
the actual prices at which an enterprise buys raw materjals and general
uniform prices is charged to this account. This difference is finally
adjusted at the close of a year. .

The elimination of the effect of natural and transportation differences
on the level of costs is effected in two ways. One method is to deter-
mine a wholesale price on the basis of the average sectoral cost for all
enterprises not run under especially favourable conditions. The
additional income of the latter enterprises is then channelled into the
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state budget 1 the form of rent payments. Thus procedure 15 appled
ambenng, for example. The other tethod 15 to establish a wholesale
prce on the basis of an average sectoral cost, the fornumon of which
volves all eaterprses To ensate the operation of enterprises without
foss recourse 15 made to differennated accounting prices at which sale
agencaes sertle acconnts with each producer Accumulatons msde 2
sector ate thus redisttibuted and the unity of prices 15 observed.
Accounting prices are extensively used i mining and extracuon, and
1 particular 1 oxl extraction and coal

Another major problem of pricing 15 that of planned reducnon of
wholesale prices Wholesale paces are reduced, i accordance with the
requirements of the national economy, owmg to Jower producnen
costs for mdividual enterpnses as well as for a given secror as a2 whole.

Therefore, planmng for lover wholesale prices 1 based on a chess-
board input-output table desenbing the mter-dependence of these
changes 1n separate industres.

The chessboard mput-output table of price changes consists of two
mput-output tables che tble of profit-and-loss changes of the nanonal
economy and the wput-output table of changes i the relanions of
enterpnises with the badget The first table tal.es o account a decrease
of the profit of producers as a result of lower prices and the dustribunon
of the difference over consumers. The effect of the lower prioss on
pnang m consumer sectors 1s first calculated without tzking wmeo
account the munza) advantages from price quts, then the effect of
these advantages 1s determuned for the sectors prowiding raw matenals
and fuel, and then for the alled and manufactonng industres. This
procedure makes 1t possible to determune the total sum of cuts, distr~
buted over consumers, and plan on this basis decreases n wholesale
prices whichwould correspond o the interests of the nanonal economy.

The second wput-ourput table desabes the fosses and .ocome
wmezement due to a planned decrease of prices (e.g a decrease of the
profit from the sale of goods at reduced prices, warease of profit asa
result of lower costs, etc) Companng losses and addinonal profits
due to lower prices, the planmng agencies readjust the latter’s level to
prevent unwarranted deviations m sectoral yields of profiss as well
asto ensure a continued accumulanon of funds and ther delivery w the
budget. - -

Thus, the chessboard table makes 1t posuble to rewise the prces of
manufacrured goods and plan therr reduction corresponding to prope

\put-ontput 1l guwg m the natonal economy.
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Wholesale prices in industries are planned separately for the means
of production (capital goods) and objects of consumption {consumer
goods) because of special features of pricing for the sectors of group 1
(i.e. producing capital goods) and group II (i.e. producing consumer
goods). The prices of capital goods are established by a single price-list
and those of consumer goods by two price-lists: one for the wholesale
prices of enterprises and the other for retail prices. The system of two
price-lists makes it possible to differentiate prices, which is especially
important for the group II sectors, in which production is distributed
over a large number of enterprises sharply differing in operational
conditions.

Wholesale prices ot capital goods also differ from those of consumer
goods in the procedure of compensation of transport costs. The
wholesale prices of consumer goods are established mainly as prices
f.o.b., plus haulage when the transport cost is charged to the supplier.
This system of pricing ensures umform transport costs which are
incorporated into prices according to umform national or zonal
ratings, and the unity of prices in different areas is attained. The prices
of capital goods are determined mainly as f.0.b. prices, which must
stimulate rational consumer-supplier ties. As more direct economic
ties spring up, there is a growing transfer to prices f.0.b. plus haulage,
for they ensure uniform input-output accounts for individual enter-
prises regardless of their location.

The planning of wholesale prices assumes a certain procedure for
their endorsement, which is to combine a centialised pricing policy
with extensive rights for Republicanand local bodies; the endorsement
of wholesale prices for most products is the competence of central
planning agencies and republican-level bodies. Wholesale prices can
only be endorsed by the State Principal Standards, technical specifica-
tions, standard procedures and model calculations necessary to justify
the prices to be endorsed. The endorsed prices must be entered into
official price-lists and brought to the knowledge of producers.

To strengthen the role of prices in economic development, and in
particular production effectiveness in accordance with the aims of the
cconomic reform, the Council of Ministers of the U.S.S.R. has
instructed the State Committee of Prices under the U.S.S:R. Gosplan
to work out recommendations for the key directions to be followed in
the new wholesale pricing of manufactured goods. The basic principles
must be: () to bring prices as close as possible to-thé level of socially
necessary expenditures of labour, taking into account compensation of

M
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the production costs for all normally operating (pormally efiaent)
enterprises and 2 yield of profit for them ensuring 2s a nupimum the
payment for productive assets and the establishment of an enterprise
fund and &) thc establishment of proper price 1elanons for mner-
the " of techmeal progress
and the attasment of adequm: proportions wm the development of
mdndual sectors of production. It 1s recommended to make the new
prices effective n 1967
The followmg measures to unprove the currens wholesale prices
bave been recogmsed as deserving prionty

{a) Revinon of the wholesale prices of products umuznecousty
with introduction of new standards and techmeal tequirements, to
make prices take mnta account addional outlays and the economc
benefit to consumers from the berter quabity, rehabibity and durabs-
bty of a produer surcharges for praces 1f the products priced show
better quahines as compared with standards and prescnbed techneal
requirements

(b} Establishment of wholesale prices for new products at a level
w0 ensure benefit 1o the ¢ from the bewter quality
of anew product and 1o allow the producer a bigher profir.

{c) Uniformaty of the profits of equally eficient enterpnses m
each sector, achieved by taxation, readustment of offictal pnce-hsts
and the apphication of accounting prices

(d) Extension of the practice of endorsement, for products subject
to turnover taxanon, of the wholesale pnce-hstsof enterprses munus
turnover tax.

{€) Timely revisicn of outdated wholesale prices for separate
groups of products
The necesaty has been recognised of domng awnay, so far as possible,

with temporary or provisional prces Instead, the pracuee s bang
extended of establishung hutung group prices, as well as model com-
puting raungs for products pnced by agreement of the parties con-
cermed

The plannung of wansport rates 15 based on transport costs However,
the rates cannot be directly dermved from the lev el of operational costs
suce the latzer are swongly afected by the exxent to whech asailuble
ganspost faclities ar. wsed Hence the neea for differenniaung the rates

pending on the cond of mansport operanon and 1 !
on the tyy: of cargo, speeds ranges, directions and <cales of haulage.
Recourse 1s also made 1n planning to a system of exceptiond rats
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are endorsed by the Conncd of Mimsters of the USSR for euch
Union Repubkc. It 15 left to the Counal of Mivs.rs of cach Repablic
to duferennate these prices by zones, grades nd ames of purchase, the
Counal of Minusters of each republic also endorses the prices of thase
products which are not mcluded m the competence of the USSR
Government (xegetables wcluding melons .nd water-melons, h.y,
sttaw, etc)
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production and transport costs are appreciable, zonal prices are fixed
(at present there are three zones, except for fish and timber products
the prices of which are differentiated for two and seven zones respec-
tively). These prices are uniform within one zone. Zonal prices are
applied mainly to foodstuffs and certain other poorly transportable
goods (such as furniture or timber products) produced in areas totally
differing in the level of costs andor requiring heavy transport expenses.
The lowest prices are established for the first zone comprising the
areas where a commodity is produced on a mass scale. In some cases the
first zone may include areas buying a commodity elsewhere. The
purpose is to stimulate specialisation. Thus, in Central Asia the grain
prices are comparatively low, as a result of which the development of
cotton growing becomes comparatively more profitable. For the
other zones (the second and third zones) prices are established depending
on the transport costs of the goods concerned.

Thus, the national price of a commodaty is determined on the basis
of its average national cost and the national transport cost rate, while
the zonal price of a commodity is based on the average production
and transport costs within each specific zone. Zonal differences must
strictly correspond to actual differences in costs and be readjusted as
the production and sale conditions of goods change.

The most important document used in pricing is the official price-
list, specifying the main properties and qualities of goods, retail prices
and trade surcharges. 0

A special economic type of prices serving the circulation of products
put out by collective farms and personal subsidiary farms are the
collective=farn-market prices. These are based on the value of farm™
products influenced by supply-demand relations. The collective-farm
market therefore implies the possibility of a spontaneous redistribution
of private incomes in favour of the sellers. The registration of collective-
farm-market prices and their variations is of immense importance,
since a considerable part of the commodity output of collective farms
and individual smallholdings is sold on the collective-farm markets.

Collective-farm-market prices depend not only on supply versus
demand but also on the controlling influence of state prices in retail
state and co-operative trade, as well as the state-purchase prices of farm
products. The price curves of collective-farm~market trade reproduce
sufficiently accurately the dynamics of state and co-operative trade.

Linked intimately with the planning of costs and prices is the plan-
ning of the yield of profit.
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The role of profic n plamng the national economy 15 bemg
emphasised at present. Prior to the ccononuc reform, profit was not
wmcluded a5 2 earget 1w ranonal ccononuc plans. Now the necesuty
has been recogrused of brnging to the fore the role of profic m the
coonatue samulation of cnterprses, as well as that of cmplayees®
remuneration s 2 Weentive for better resuits, Under the new system
the profit left at the disposal of an enterprse depends on its econonue
and finanenal performance



THE STATE ECONOMIC PLAN OF THE U.S.S.R. 183

plan. The system of financial planning is the basis for the fiscal plans
of sectors and enterprises, and culminates in the summary fiscal plan
comprising all pational revenues and expenditures.

Financial planning aims at determining the volume of curren
resources necessary to meet the national economic plan, the distribution
of currency resources over economic sectors and cultural activities
in accordance with the plan targets, and the saving of material and
financial 1esources.

The state budget is the pivot of the entire financial system of the
U.S.S.R. Its object is the planned formation of a national fund of
currency resources for meeting the targets of the national economic
plan. The state budget functions as the principal state fiscal plan,
connecting all fiscal plans into a single system of financial planning;
and the finances of sectors and enterprises are connected with the
budget through payments in the form of turnover tax, deductions
from profit, the financing of capital construction and the replenish-
ment of circulating capital. The budget’s currency resources are used to
finance the loan plan. The cash plan is connected with the state budget
through the payment of wages and salaries to personnel engaged in the
non-productive sphere, pensions, allowances and grants, tax revenues
and some other payments. The state budget comprises about three
quarters of all national financial resources

The principal sources. of state budget revenues are: revenues from
enterprises (turnover tax and deductions from profit), tax revenues
(personal income tax, tax on the incomes of collective farms and
co-operatives, and tax on non-commercial operations) and fummds of
state social insurance.

The revenues from the socialist economy account for more than go
per cent of all budgetary revenues. They enter the budget (as indicated
above) in the form of turnover tax and deductions from the profit
of state cnterprises and organisations.

The turnover tax is the state’s centralised net revenue channelled
entircly into the statc budget to be used for national needs. By its
socip-cconomic nature, the turnover tax is not a tax in the proper scase
of the word. Its size is determined by the state by planning cconomic-
ally justified prices, as well as the costs of output and the rate of profic
of enterpriscs.

In contrast to the profit of enterprises, the size of which depends on
the fulfilment of the production cost plan and part of which rennins
at the disposal of an enterprise. the turnover, tax does not depend on
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the fulfilment of the production cost plan and constitutes a fixed system
of deductions channelled mnto the state budget.

Part of the profit of state enterpnses 15 also converted into the states
centralised net revenue wm the form of deductions from prafiss. This
form of profit distnbunon makes 1t possble to combine the formamon
of nanonal finunaal resources with 2 natenal sumulus to sectors and
enterprises to decrease the production costs of ther ostpot and rase
therr rates of profis.

The planning of budgetary revennes i the form of the turnover fax,
deductions from profit 2nd other meomes of the socialist economy 15
based on the production programme, on plans for rasng the produc
unty of labour and decreanng the cost of output and, finally, on
measures aimed at 2 higher rate of saving and more ranonal use of
physical and financial resources.

The tumover tax revenues which constitute part of the net profit of
the sociabst economy are derived from the ontput and sales speafied
by the natienal economuc plan, maimly for the sectors prodacing con-
sumer goods.

Dcducnons from the state enterpnses and organisations are planned
for cach sector of the nanonal economy, taking mto accouat s speafic
forms of operation. Thus, for heavy industnes profit 15 determmed o3
2 difference between the volume of commodity output i current

holesale prices snd us planned cost. In food-processing and other
sectors producing consumer goods the size of profit 18 establihed 1
accordance with the previous year's rate of profit, the planned volume
of production and sales, and che targets for low enng production costs
and changing the prices of products m the year planned.

To meet nanonal targets, the state budget absorbs personal means
(personal 1ncome tax, loans and deposts at the savings-banks) The
gmpcmon cf personal tax payments 1 the budget has beent steaddy

unng the year period (1959-65) ncome 1ax was
abchshcd fn: som: secnions of employees. Under the current five-year
plan (1966-70) the red and abol of p | tax pay
wall continue,
The pomnt of d m pl the d of the state

budg:t arcthe tzrgcu for the dcvclopmmz of pmducnon and construc-
fion, and for somal and cultural measures, as well as the costs of
adminstranon and defence.

‘The state budget of the U S SR. incorporates the all-Union budges
and the budgets of the Umon Republics. The latter mncorporate
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Republican budgets, budgets of autonomous republics and local bud-
gets, i.e. the budgets of territories, regions, districts, cities, settlements
and villages

The sizes of the Republican budgets and their importance in the
national economy increased very much as a result of the reorganisation
of the control of industries and construction and the extension of the
rights of Union Republics. The proportion of the Kepublican budgets
in thc state budgct of the U.S.S.R. increased from 28 per cent in 1955
to 60 per cent in 1966.

The relations between state budget and economic organisations are
regulated on the basis of the business budgets of organisations, depart-
ments, ministries or individual enterprises. At the same time, its business
budget is of independent importance as the principal financial docu-
ment of an enterprise or economic group.

In so far as an enterprise’s financial rescurces are to be used up or
replenished, its business budget must be thoroughly co-ordinated with
the plan of a higher-level agency and, through it, with the state
budget. Thus, the financial plan of an enterprise is the primary cell of
the financial plan of the entire socialist state.

The business budget of an enterpnse nmshes with a special secrion
showing the relations of the enterprise and séctor with the state budget.
This section ensures the close co-ordination of the financial plans of
enterpriscs and sectors with the state budget.

Under the current economic reform the financial plan ot an enter-
prise as a whole does not have to be endorsed by a higher-level
agency. Only the total sum of profit, the rate of profit, payments to the
budget and allocations therefrom have to be endorsed.

Of major importance in the organisation of national economic
activity is the State Bank of the U.S.S.R., granting short-term credits
to the national economy and functioning as a single accounting and
currency-issuing centre of the country. The State Bark functions in
accordance with the npational econcmic plan. All current financial
operations of enterprises and organisations are carried out through the
departments and offices of the State Bank. This makes it possible to
control financially the progress of the entire national economic plan,
since these financial operations reflect the planned mput-output
relations in the national economy.

Bank crediting is the state’s important tool for controlling the pro-
gress of the plan and influencing the process of reproduction. The
activity of the State Bank is planned on the basis of the credit plan,
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directly connected with plannmg production, supply and trade The
credit plan of the State Bank 15 endorsed every quarter of a yeat as a
busmess budget The revenue section includes the State Bank’s own
funds the carry-over of the funds of enterprises and other econonue
umits o their current and deposit accounts, the carry~aver of budgetary
funds on their current accounts, and othsr tesources of the State Bak,
The expenditure part of the credit plan spoafies credus to Umon
Republics, mustries, and kinds of credit (for seasonal stocks of assets,
accounts payable, etc) The credit plan contributes to balancmg the
cash recepts and outlay s of economic orgamsations
The cash plan of the State Bank, dircatly connected with the plin
of p [ cash and exp 15 basic to the regulanon of
Y \ In accordance with the mdices of the nanonal
economuc plan and the state budget, the cash plan of the Soviet Bank
speafiestherecapts of cash from vanous sources therissuefor sperified
purposes and f necessary the emussion or withdrawal of currency
‘To co-ordmate the entire system of financral plans and venfy more
reliably the provison of the nanonal economic plan with financual
resouzces a summary financial plan 1s drawa up to reflect all natono]
recetpts and exponses over a period planned Thus plan 15 not endorsed
directly by the government and 15 an account document used for the
development of the state plan and financial plannung
The resources of the summuary financial plan comprise the following
basic receipt ttems the turnover tax, profit, depreciation deductions,
zevenues fron collective farms and co-op , state social
funds, revenues from prvat= persons to the budget and thewr deposits
at savings-banks, foreign-trade earmings and other revenues The
cxpenduture part of the summary finanaal plan mcludes expenses on
capital work, including capual repaits, wcrease of the arculaung
assets of state enterprises and organisations, socio-cultural measures,
sncrease of state stocks, defence, admunistranon, replenushment of the
resources of banks etc
Insufficient financid resources registered m the caleulaions of che
summary financial plan imdseate that the targets for producnon, con-
prion and it the g ve and qualitative indices,
have not been adequately co-ordmated 1n the national economue plan.
Additional possibilities for increasing output or saving in state expends-
tures must m that case be found to make good the deficiency of
financial resources An excess of financial expenditures over receipts
teveale by the summuary financial plan makes 1t possible to provide
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in advance for the required replenishment of financial rcsources.

12. CO-OPERATION WITH OTHER COUNTRIES

Exgandipg e.conomic co-operation with all countries, on the basis of
reciprocity, is an important premise for an important development of
the Soviet national economy.

Soviet com.mercial and economic relations with other countries have
beel} dcvelc?pmg especially vigorously in the post-war period. In 1964
Sovict foreign trade reached 13,900 million roubles. This was 12 times
more than in 1938, while world trade had expanded only 2°5 times over
the same period.

Today the Sovict Union is onc of the largest supplicrs and buyers of
goods, trading with nearly 100 countries, under govemment—levc
agreements with 70 of them.

Tl.le socialist countries naturally bulk large in the Soviet Union’s
foreign economiic relations.

Economic co-operation with other socialist countrics takes many
forms: foreign trade, which has led to 2 world socialist market;
co-ordination of economic plans; scientific and rechnical co-operation,
which has provided an important stimulus to technical progress;
specialisation of and co-operation between national economies; an
joint construction projects.

_ An organisation known s the COMECON, or the Coungil for
Mutual Economic Aid, was set up in January 1949 t0 plan the economic

co-operation of the socialist countries, make the most rational use of
their natural resources and accelerate the development of their produc-
tive forces. COMECON was founded at the Moscow Economic
Conference of representatives of Bulgaria, Hungary, Poland, Rumanid,
the Soviet Union and Czechoslovakia. Albania joined in February
1949 (late in 1961 it ceased to participate in COMECON activities).
The German Democratic Republic joined the organisation in Septem-
ber 1950 and the Mongolian People’s Republic in Junc 1962
An agreement was signed in September 1964 between COMECON
and Yugoslavia, whereby Yugoslavia participated in the work of
some of the COMECON agencies, namely, these concerncd with
problems of foreign trade, currency and finance, metallurgy, machine
building, chemicals, and scientific and technical research.
The principal COMECON agencies are: the COMECON Ses-
sion, the Executive Committee, the standing comumittees and the

COMECON Secretariat.
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The Internattonal Bank for Economic Co-operanon funcnons vader
COMECON auspices. Apart from the Counal for Murual Economc
Aud, the soaahist countries co-operate through them mrernanonal
agenaesn railway and automobule wransport, eleemeal power and the
postal service The Sovies Umon and the Datubian socshse countries
also co-operate in uung the Danobx.

The first punaple of COMECON acuvaty 15 strict equaiey of nghss
and respect for the state soveregury and natonal merests of each
COMECON country, s a stable and sound basis for therr reaprocat
sconomuc co-operation and muma) ad.

Afe:r sixteen years, COMECON :gmu:s Iuvc .zcumuLn:d con-

d T 1 the devel
co-operaticn  Therr mamn purpose 15 o mnmbuu:, by combmmg
and co-ordinating the efforts of COMECON covnimies, to the planned
development of thewr national economues, soetleranng their economue
progress, raang the level of mdustnalisanon, mereanng ousput and
establishing hugher living standards.

The prinapal method of COMECON acuvity is the comordzsnicn
of the pluns of cconomic development of the member covatnes,

By co-ordimanon of economuc plins 15 meant volmsry joint

plapnimg actaty of the member-states for maxmum use of sl the
dvuntages of a2 soczadist 5]
E plans are co-ordinsted on the following prinaples: zn

appraisal of ehjectively nocessary proportions i the economie develop-
ment of cach country , advances i the economic effectiveness of soqal
production, combmaton of mtemanonal specishsanon of producucn
with the integrated dis ersified (muln-sectoral) econom.c devclopment
of each socuzhst country, so that each country shall use s domesne
resources in the most thorough and exped.cntw ay and chmumate gradu~
ally the lusroncally evolved gaps m the levels of economue develops
ment of dfferent soqahist countnes.

Of essenual 1mp for the, co-ord of nanonal economic
plans 15 the fact that each country works outats draft plan for econom.c
development mdependendy, proceedmg from ws speafic domesse
conditions. Each country derernuncs indspendently the mdices of
distbunon of 1ts natonal meome betwoen consumpnoa snd mvest-
ment, the rates of growth of secrors, the methods of wmprovement
of the mational economic structLre, distnbunion of the producuve
forces, etc.

The economuc plans of the COMECON cotnmes are co~crdmaed
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by their own state planning committees as well as by COMECON
agencies. The co-ordination usually begins with bilateral consultations
of the central planning agencies of the countries concerned, to discuss
jointly the key trends of economic development and to determine
tentatively reciprocal deliveries. Then the development of the sectors
covered by COMECON international specialisation is considered on a
multilateral basis.. Finally, long-term agreements are signed between
the countries concerned on reciprocal deliveries or other economic
measures.

It should be emphasised that the plans are co-ordinated on the basis
of strictly observed national sovereignty, non-interference in domestic
affairs, reciprocity, mutual aid, etc., and both bilaterally and multi-
laterally, these two forms complementing each other.

Recommendations are worked out by the COMECON countries
on problems requiring jomt consideradon. These recommendations
are presented at annual sessions in standing committee reports. Recom-
mendations for co-ordination are conditional on agreement of all
sides concerned. .

Prior to 1960 the plans of COMECON members were co-ordinated
by nationally endorsed long-range plans and not by their drafts. That
meant that each member country first workéd out and endorsed its
plan, and this was co-ordinated with its counterparts in other socialist
countries only after it had been legislated. The co-ordination comprised
a limited number of items and its effect on the development of the
socialist division of labour, specialisation and co-ordination was corres-
pondingly restricted. For the member-countries proceeded to the co-
ordination of their national economic plans when they stll lacked data
on the long-term prospects of economic development of other
COMECON countries.

At the June 1962 and July 1963 conferences of the leaders of the
COMECON countries it was decided to co-ordinate henceforth the
drafts of economic plans. Only after the drafts have becn co-ordinated
are they endorsed by the national legislatures.

Since 1960 the COMECON countries have had exchanges of opinion
on the prospects for the development of their national economies and
economic relations for the next twenty years, up to 1930.

Formerly the use of investments was not practically discussed. At
present the COMECON agencies consider the title lists of the principal

national projects, and work out joindy estimates of thetr prodacuve
capacity and schedules for the construction of those enterprises whose
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prospective products are in dcm:nd in several COMECON countries.

Work has been completed on the co-ordination of plans for 3966
1o 1970, wentative input-output tables have been co-ordinated for
the key sectors, bilateral agreements have been concluded between
COMECON countries on reciprocal deliveries in 1966 1o 1970, and
recommendations have been adopted for the dcvclogm:m of speazlua—
tion and co-operation in mackine b 2, 2T, yand
other fields.

This extensive economic co-operation between COMECON
countries has undoubtedly contnibuted to the economic progress of the
Sovict Union and other socialist countries.

In the first years of COMECON activity theie was a trend in some
countries towards the development of the total complex of industrial
production. Comparatively small enterptises were often built s a
result. This led not only to unjustified overlapping in the d:vdopmmt
of some sectors but also to the establishment in some cases of economic-
ally unsound enterprises and factures lacking adeguate raw
materials and skilled manpower. To a ecm.m extent dns was cxylzm:d
by the fzct thot the trend of ically unjustified universali
based on low-volume production had mst:d in some of the countries
preyiously.

Th

lop of the comple plex of mdusaial production
is jusnfiable only for countries possessing considerable naroral resouzees
and manpower, together with 3 ngh~capacity domestic marker whose
demand for goods and services is so considerable that it can only be
satsfied by high-volume production, extensive specialisarion and effec-
tive economic co-operation inside the country.

* A premise for mzkmg the internaticnal socialist division of labour
economically effactive is the attainment of rational propertions of
producticn. Concentration of the production of similar parts, units or
produces at large enterprises ensures a higher level of efficiency and
lower costs than at small enterprises.

The internations] secialist division of labour does not interfere with
the integrity of cach cational economy. Tt merely implies a cerrin
specialisation, taking into account the new possibilides furnished by
largescale preduction. This spedialisation reses on a serict observance
of pattonal interests, equal dghts and economic expediency. Natusally,
no country relinquishes any of its rights of ownership of the narerad
wealth and gmducts it possesses.

Of msjor importance m the co-ordination of the socialist countries
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culiml and medical msutwnons and the supply of hterature and
equpment to educatonal establishments

The less economucally developed counmes are also aided by the
Soviet Umon through the United Nations sbave all tnder the
expanded programme of technical asstance and through special funds,

The Sovier Umon attaches great importance to economic co~
operanion with fess developed countries on a bifateral basis Between
1958 and 1965 the annual growth ot Sovet trade with these countmes
exceeded 20 per cent te was twice the rate of growth of Soviee
foreign trade as 2 whole And according to Soviet economuszs, Sovier
forexgn made with less developed countnes should mnerease by 1950
roughly 7 tmes compared with 1965 and exceed 10000 muihon
roubles (11 000 mullion dollass)

The Sovie Umon has no excess capital which must be mvested
abroad. Thus pracnce does not cortespond to the nature of the Soves
system. Nor does the Soviet Union recognuse the policy of eaptuning
foreign markets and exploing other countnes At the same nme the
Soviet Unson finds 1t possible to allocate some funds, which could
otherwise be effecavely used mside the country, to aid the developing
nanons 1 the development of their nanional economies All enterprases
and structures built with Sowviet a1d m these countnies remaun the
national property of the countnies in w hich they are budt.

Sovtet technical co-operation now covers more than twenty
developing countnes mecluding the United Arab Repubhc, Afghanis~
1an, India, the Republic of Gumnes Bunna, the Republic of Ghanz,
Indonesia, Cambodia the Republic of Somalt Ceylon, Nepal Sudan,
Syw1a, Paksstan, and Iraq The Soviet Union 1s asding them techascally
and cconomucally m 600 tndustmial and other construction projects of
vatal 1mportance for the development of therr nanonal indusimes,

g transport, medicne saence and culture

Copstruction and other economuc activity aided by the Soviet Umon
w the developing countmes comprses pracucally all sectors of ther
economy However, most of the Soweer wechmea) asssrance comnut-
meuts under the agreements signed with these countres aim at therr
mdustrial development.

For example the key trend of Soviet-Indian technical and economic
co-operation 1s towards the d:v:lopmzm 1 India of heavy ndusry
won and steel heavy mach ing poser s
ments od as well as coal, chemucals and yhzrmmm! .nd someother
adustres
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Metallurgical works are being built in Indonesia and Ceylon with
Soviet assistance for the first time in the history of these countries.
Of special impqrtance to Ceylon is an automobile tyre works now
under construction, where raw rubber will for the first time be pro-
cessed locally instead of being exported.

The Aswan complex as well as many enterprises to produce oil
products, machinery, electric equipment, ships, metals, chemicals and
medicines, textiles and food products are being built with Soviet aid
in the United Arab Republic.

The Soviet Union transfers free of charge all the drawings and
specifications necessary to the recipient countries for production. Only
the costs of the actual manufacture and transfer of these drawings and
specifications are chargeable. The gratuitous transfer of patents is
stipulated in the Sovict agreements with India, Ceylon, Indonesia, etc.
The only reservation made is the recipient country’s obhigation to use
the specifications within the country at the enterprises built with Soviet
aid and not to transfer them to foreign physical or juridical persons.

Of substantial economic importance to several developing countries
is Soviet aid in surveying and prospecting. This work has yielded good
results. For example, several commercial-scale oil-fields were promptly
discovered in India, which started India’s national oil industry. Two
oil refincries built with Soviet aid in India will be able to process
6,000,000 tons of oil annually, which accounts for about 70 per cent of
the oil processed in India at present.

Versatile technical aid is rendered by the Soviet Union to the
developing countries in transport and communications. It is intended
to build or improve more than so projects of this kind with Soviet
aid, and many of these are already functioning.

For its part, the Soviet Union buys in Asia, Africa and Latin America
goods which are staple exports of the countries concerned: natural
rubber, jutc, cotton, raw leather, coffee, cacao beans, tea, sugar, ctc.
This improves the currency position of the countries concerned,
contributes to the sale of their staple products and helps to establish
stable trade relations.

The Dircctives provide for a considerable increase of Soviet foreign
trade.” Special emphasis is laid on the development of all-round
economic association among socialist countries. This is regarded as a
priority targer, since it corresponds to the vital interests of cach
socialist country and the community of socialist countries as a whole.
In the report of the Head of the Soviet Governmient, A. N. Kosygin. at
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the 23rd Congress of the CP § U 1t was stated that under the five-
year plan the Soviet Union would buy in soctalist countrres more
xhan a thousand sets of equpment for enterpriscs and workshops
d h goods, foodstuffs and other goods,
and the deliverses from these countries would meet 48 per cent of the
Soviet demand for sea transport shups, 40 per cent of the demand for
electme locomotves for goods transport and industnal purposes, 36 per
cent of the demand for passenger rallways cars, etc Under the agreer
ments signed, the Soviet Union will buy Jarge quannnes of vanious
consumer goods and will for s part meet the demand of other
socizhist countries for many types of equipment and machmery, fuel,
metal and metal ore, cotton nmber, pulp and paper and other products.
The Directives stress the need for expanding Sowiet economuc
with the independ of Aua, Afnca and Lamn
Amenica Co-op with the developing countnes on
the establishment m these countries of key mndustries, traming of
saientific and technical personnel, and larger foreign trade The Sovier
Union contemplates considerable increases in the mport of staple
goods of the developing countries cotton wool, raw leather, ore
concentrates, non-ferrous metals, frust, coffee, cacao beans, sea as well
as some manufictared products
Sumuleancously the Darectves provide for a connnued growth of
Soviet trade with capitalist countries




5
The Realisation of Plan Targets

I. PLANS MUST BE FULFILLED

From the previous chapters it is clear that to draw up an economically
and technically justified plan is by no means simple. The process
involves a grear amount of work, including painstaking research. Yet
drawing up a plan is only the first step in planning. The hardest part
begins after the plan has been worked out, considered and endorsed
—at the second stage, ie. the realisation of the plan. What has been
thought our, computed and expressed in specific targets must be con-
verted into tons of metal or coal, metres of fabrics, new enterprises,
residential areas, schools, ete.

Only practice can demonstrate beyond doubt whether the targets
of an economic plan are rezlistic and whether the planners took into
account the actual possibilities of production in the light of society’s
demand. The progress of an economic plan may reveal the planners’
misconceptions or miscalculations as well as discrepancies betsveen the
targets for the development of different sectors, areas or enterprises.
On the other hand, reserves which were overlooked as the plan was
worked out or which have been détected as it is fulfilled may accelerate
the development of production in all scctors and hence raise higher
the material and cultural standards.

Targets cannot be met spontaneously and automatically. The
progress of a plan has to be organised. .

—Every enterprise must be provided with adequate plant, raw
materials, fuel, electrical power, etc., in accordance with the cutput
targets.

—The output of an enterprise must have a steady market.

—Every enterprise must have an adequate number of employees
of adequate skiils.

—Every employee and the entire personnel of an enterprise must
be encouraged materially and morally to work for the best results

possible.
—The progress of the plan must be supervised thoroughly and
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constantly by higherJevel state bodies as well as by workers,

engineers, office employees, collective farmers, agronomists, etc.

The experience of capitahi ies indicates that it is impossble
to ensure the fulfilment of a plan if the basic means of production are
privately owned. Volumes of tables, calculations and graphs can be
compiled and these volumes can be called the *“plans” for the develop-
ment or reconstrucnon of a country’s economy. It is impossble,
howeves, in a capitalist economy to ensure the fulfilment of what has
been specified by the plan.

In soczhst countries the drafiing and fulfilment of a plan arc
inseparable constituents of a single whole known as the planning of
the national economy. How is the fulfifment of the national economic
plan ensured? By way of flusmation we can draw the following
analogy.

“Ya cook a ragout of hare, one must have at least 2 rabbit.” This
French proverb does not mdicate (probably, taking it for granted) that
the ragout cannot be cooked cither without implements of labour (zn
oven, 2 knfe, etc) and, of course, withour cooks. The same appliss
to the process of production. To make 1t possible, we must combine
the means of labour (structures, machinery, measuring and conwollmg
instruments, transport faclinies, toals, etc.), objects of labour {raw
matenals, prncipal and auxiliary construction materials, fizel,
spare parts, etc.) and manpower.

Every enterpnse can be provided with a necessary and sufficient
quantity of satisfactory means and objects of labour as well as skilled
workers, specialists and managers by a socety able to plan the produc-
tion of output as an mtegrated whole as well as to create adequaze
means and objeess of labour and train suiciently competent manpower,

Thus is the case 1 the Soviet Unjon. Every enterprise is pravided by
the state with adequate meaus and objects of lbour which form its
fixed and arculating copital. The enterprise uses them on the basis of
the socialist cost accounting system.,

The means of labour are kept efficient by plauning repovation,
uvetnzd: and mamtenance tepdsr, and they are expanded by planting
czpital investment in the conswruction of new enterprises and work-
shops s well as in the technicel reconstruction, expansion and modern-
wsation of aperating enterprises.

To cnsure a steady supply of raw 1als, construction al
fuel, equipment, ete., is the aim of planning what is known as “material-
eechnical supply™
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stock of material values, including inventories or products in process
and finished products, should last.

Circulating capital is divided into own and loaned circulating
capital. An enterprise’s own assets are assigned permanently. Loaned
assets are assigned for an enterprise’s temporary use in the form of
State Bank credits. This division of circulating assets ensures the most
rational use of them and prevents excessive inventories.

Enterprises are provided with resources by planning material and
technical supply. By “material and technical supply” is meant the
state-planned distribution of plant, raw materials, construction
materials, semi-finished products, etc., as well as the organisation of
timely deliveries of sets of these products from producer to consumer
to ensure an uninterrupted development of production.

The sale of a product is at the same time the supply of it to another
economic unit. However, the functions of supply and sale are differer-
tiated on the scale of enterprises or groups of enterprises for the sake of
efficiency.

Supply agencies detect and estimate the need of enterprises for
resources, work out supply plans, distribute funds, organise direct
supplies for each consumer down to the workshop level, and supervise
the consumption of material resources.

Sale agencies determine the demand of the national economy and
each sector of it for specific products, supervise the full-capacity
operation of enterprises in accordance with orders filed, and organise
the delivery of goods from producers to consumers.

Uninterrupted and integrated material and technical supplies are of
exceptional importance in the thythmic operation of entetprises and
the progress of the technical level of production.

The demand for resources is calculated by enterprises themselves, -
which draw up orders or applications for required raw materials,
construction materials and equipment. These calculations are sent to
the sectoral boards of the relevant ministry and the latter forward
summary applications o the Gosplan of the corresponding Republic.

Summary calculations of the demand for the Republicare submitted,
depending on the range of required products, either to the US.S.R.
Gosplan or to the State Committee for Material and Technical Supply
of the Council of Ministers of the U.S.S.R.

The planning of supply for the entme national economy is the
concern of the U.S.S.R. Gosplan and the State Committee for Material
and Technical Supply, both of which are Union-Republican agencies
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{1e funcuon at two Ievels the natonal afl Union or USSR fevel
and the republican level) Besides the plans for distubution of resources
as well as the plans of mter republican dehverses and the plans for the
delivery of products classed under the speciahscd range are developed
by the chief boards for mter republican delivenes under the State
Commuttee for Material and Technscal Supply
Sovict cost accounting requrres the estimation of snputs and outputs
However this does not imply uts indifference to the physical form of
products (thus mdifference bemg charactensne of caputalyst econome
actviy) The Soviet cost accounting system demands that the plan
targets be met not only 1 terms of money but also m phystcal terms
wn phys cal outputs and the range of products
Sowiet cost acconnting 1s closely linked with the pnnaiple of a single
mntegrated syst m ot control Its most important feature 1s a proper
combination of centralisation m planming and management m the
prvotal problems on the one hand and independence 1n the perform
ance of current econonuc functions on the other
As we have satd above Sowiet cost accounting 1s essentially regustra
tion and control of production m terms of money on the basis of plan
" mmg the cost of output Besides Soviet cost accounting imphes
compensanon of expenses from rece prs specified by the plan 1e.
non-~deficit or profitable economic operation of an enterprise
The devclopment of the cost plan at an enterpnse begins by costing
all products The cost plan 1s based on cost calculations It 1s on the
level of cost caleulanions at an enterprise that the correctuess of the
targets for lowenng the cost of output depends
Four basic types of cost calculation are used 1 practice account-
report planned standatd and estmate cost calenlanons
Asco ut report caleulations make 1t possible to establish the factual
costs of individual products Thus type of costing 15 used to control
the progress of a plan, analyse the cost level and trend, and work out
the plan cost of output
Pla 1 ¢d cost calmulano s establish the cost targets for all products
Therefore the planned cost of all commodity or marketable
products s calculated as the total cost of all the costs of plan products
and all work done for other organisanons or for the enterpnse s
own capmal construcion
In coutrast to planned cost caleulations stz dard cost calculations
determine the costs for products proceeding from the rates or
standards m force at a given enterprise for a certan peniod
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Finally, a possible level of output costs is determined from estimate
cost calculations when new enterprises or new products are designed.
However, the use of cost calculations for costing marketable

products is restricted to enterprises at which these cost calculations
comprise all products. At higher levels, plan cost calculations are
devcloped only for major mass products and uniform outputs (coal, oil,
cement, timber, etc.), and the cost of marketable products is determined
from the estimate of cxpenditures.

In contrast to the cstimate of expenditures, cost calculations are based
on the principle of the production assignments of costs, i.e. the place
of production where certain cxpenses are made. Thercfore, along with
economically uniform clements (wages, raw materials and construc-
tion materials, fucl) cost calculations include integrated costs, c.g. costs
for a workshop or an enterprisc as a whole. At the same time some
items of cost ‘calculations do not cover all costs for a given element.
For example, the expenses on fuel are reflected not only under the
corresponding heading of dircct expenses but also in integrated items
of expenses (workshop and enterprise costs). The difference in the
costing by (a) economic elements of costs and (b) by cost calculation
items are of esscntial importance in planning.

Output Cost Structure

By econorisic cost elements

By cost calculation items

Raw materials and basic construction
materials (minus waste products)

including: bought products and
semi-finished products

- Fuel and power of all types obtained
from outside sources

Wages and bonuses, etc.

Deductions for social insurance
Depreciation of fixed assets
Other cash expenses

Raw materials and construction mat~
erials (retrieved waste products are
subtracted)

including : bought products and semi-
finished products

Fuel and power of all types on tech-
nical purposes

Wages and bonuses, etc. for em-
ployees engaged in production
proper

Plant maintenance costs |

Workshop costs

General enterprise costs

Non-productive expenses
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The cost cl m the of expend are classified by
the prnciple of umiformuty regardless of where, 1n what part of produc-
tian, the expenses are mcurred Thus, under the heading ‘raw matersals
and construction materials” come all expenses on raw matenals and
construction matenals used m production as, for example, lubncants,
etc. The item * fuel and power of all types obtained from outside
sources” takes wmto account all types of fuel and power used for
producnon proper as well as for other economuc needs The stem
“wages” mdicates all kinds of payments to employees regardless of
therr spearfic employment at an enterprise

The cost clement grouping makes 1t possible to determine which
products are used at an enterprise and which expenses ate made for
cach output It also makes 1t possible to establish the nced for and
expendture of cach cost element at an enterprise Therefore, on the
basis of thus groupmg we can supervise the cost plan and co-ordinate
1t with the plan for labour, the plan for materral and techaucal supply,
and the plan for capatal mnvestment and the introduction of assets into
operation The cost elemcnt groupimg 15 also necessary for calculating
the national ancome created 1n andustries and nuning

However, the cost element grouping does ot as a rufe make 1t
possible to cost scparate products Therefore, the cost calculation
grouping 15 used to cost them In this grouping, cost 1s dismbuted over
groups indicating the ongn of the costs

The item  1aw materials and construction matertals” indicates the
expenditure of raw materials and construction materials which go
dm:ctly mtu the output, of products Under the same heading come

d through co-op g delvertes The
costs of raw materials, construction matcmls and sem-finished
products are entered munus the costs of retrieved waste products at
therr sale prices

When the proportion of the cost of fuel and energy 1s large, st 15
entered under separate items ‘ fuel” and “power’ Under these
headings come the fuel and power the enterprise has obtaned from
outside sources or has produced and 1s expending only on manu-
facturing processes

The items “workshop costs” and “general enterprse costs”™ are

plex groups wcluding the expend: of servicing
production, deprrciation and wages and salares

Apart from the costs wvolved 1 the productlon ot output, the
enterprse mikes non-prod p g the exp
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involved in the sale of Snished produces 2s well as chose needed for the
training of personnel.

Three rypes of cost are distinguished depending on the level at which
the expenses are Incurred:

Frorkshop cost includes all expenses made by 2 given workshop
on the producton of its output. It describes in general terms the
results of the workshop's performance.

Erzerprise cost indicates all expenses mada by an enterprise on the
prodecdon of is outpar. It outlines the performance of the enter-
priss as 2 whole.

Toiaf cost incudes all expenses on botk vroductien and sale.
Incostngavnirourput, all expensesare divided into direcrand indirect.
The experses on raw materials and basic construction marerials, the

fuel consumed In manuficruring processes and the wages of productive
employees are czlled Jirect expenses,

Indirect exgpenses sxe the expenses on the maintenance of equipment,
workshop costs, general enterprise costs, non~-producdon expenses, ete.
These expenses are called “indirect” because they do not influence
directly the cost of individuat Snished products.

Soviet cost sccoundng sdmulates the saving of expenses and the
detecdon of new souxces of socilist accumuladon.

Tke enterprise must earn the bulk of funds necessary for its expan-
slor by seving irs expenses. Consequendy, in order to meet the mrgets
for output, the enterprise must meet its torgets for the reducdon of
costs and accemuladon, It is from its saving on expenses that the entez-
prise pays voriovs honuses; for the fulfilmenr of quotss, end saving of
feel, electic power, merzl, exc. Employees are personally interested in
a lazges saving. :

Uxnder the Sovies costsccounding syszem the enterprise is an indepen~
dent economic unit conwolling cask resources assigned to icend having
irs own business budget.

i o inderendent in meeting its plen targers pro-

e

The entergrise Is 2 T
wided it sxicdy abseoves poescribed ecomomic and financial rules.

.1

Whatis mesntisindependence in the choite of specific means for meet-
icg plan torgess. The enterpsise-state relations vividly demonsmate
the principle of combining centralised leadership witk local inidzdve:
on the one hand, che steice fulfilment of the swre plap, and on the other,
initiarive, zesearch for the ways and means of the most radonal wse of
TesauTCes

Tte enterprise is responsible materially and legally for the resuls
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of 11s economu. acuviry This responsibility 15 not resmiczed to the fal-
filment of 1ts commutments under cantracts but embraces M gl
targets for ourput and saving

Thas, Soviet cost aCCOLIRNE COCTS CYEry CoLTprise payg for s
expenses out of the sales of 1ts ourpat. In this respect the enterprses
operanng under the Soviet cost aocounung system dfer from those
whach are financed from the badges accordmg to esumates,

An enterprise operating under the SOTIcE Suate ACCO.DROZ SFREm 15
wterested wm the saccessful filfilment of s targess for the sz wad
quahry of output. The more an enterpruse exceeds 13 targets by saving
funds, the better will be 13 financaal posimon «nd the higher wall be
the remuneration of the personnel 1 the form of bon.ses, ete.

Cost acconnnmg helps finanaal agenaes to supervase the progress
of plans It encourages the imtanve of personael «t the detection and
use of latent reserves, contmbuzes to the growth of wocumulation wad
the successful fulfilment of the plun, and 1mphes the need for a system
of contract relanions betw een enterprises. These contract relations make
the plan more speific and abso 2 mesws of chockmng s
progress Conmacts sapulate the volume, range and qu.kity of pmd.uxs
10 be delnsered. the nme of delivery, the form of seutling «ccotnts and
the responubiliry of suppliers and clhents for violang a conmacs
(penalties for overrunmng the ame lmit, mdeomisies, damages, fines)

One of the basic proposions of the cxrent economuc reform 1s 2
further development of Sowiet cost atcounting and 2 wider range of the
independence of enterprises m current economic acuvITy

The rules of the soqabst sate enrerpnse endorsed by the Cownal
of Mumusters of the U.S SR. on October 1, 1965, extend considerably
the yunsdiction of enterpnses 1 cconomic acavity According to these
rules, the enterprse 15 obliged {re. 15 pot sumply entided but obliged)
to submut recommendations o relevant agenaes for stoppag produc-
ton of products no longer m demand. The enterprise 15 oblged
mdependently, without any sanction from higher-level boduss, to nake
cut of production obsolete prodacts and replace them with new
products m hugh demand, provided mading org.susanons have filed
orders to thus efiect. The enterprise 1 also apnded to put out produces
over and above the target speaficd by the plan, provided there 15 an
ensured masket for these producs.

ﬁ:mmrpms]wthonhnbmmdcdmthcmufm
lating capital, 1 the use of dep o ded for capinal
repairs {overhaul) and the rcplwcmau of obsoleze producave assess.
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Enterprises are entitled to decide independently how they will dispose
of excess material resources. They also independendy dacide matrers
like che building of houses for employess, service establishments,
culraral  insdudons, kindergartens, nurseries, chuldrens summer
camps, etc. Within the limits of its wages fund the enterprise is entided
to apply any system of pay, use any system of bonuses and endorse
independentdly its personnel strucrure and estimate of expenses of
management.

Enterprises acting as producers must enterinadvance into agreements
with enterprises acting as consumers, sales agencies and rading establish-
ments, concerning the quanriry, range and qualicy of products as well
as the delivery schedule.

The economic reform draws special attention to the development of
cost accounting. At some enterprises cost accounting had become
largely a formalicy, since the independence of enterprises was much too
restricted. The entire activity of an enterprise must be aimed at search-
ing for ways and means of improving production, raising the rare of

rofic and hence increasing the amount of nadonal income.

Henceforth enterprises will solve independently the key problems of
producdon improvement. Enterprises remin a larger part of thei
profit to develop producdon, improve equipment, provide marerial
incentives for their personnel and improve the working and living
condidons of their employees. The amount of profit an enterprise
retains is made directdy dependent on the eaterprise’s effectve wse of the
productive assets at its disposal, on increase of its outpur and improve-
ment of its qualicy. The system of material simuladon is erganised
50 25 ro make enterprises intezested in setting and meeting higher plan
targets and using their own resources o the bes: advantage.

The Soviet cost accounding system is coming into its own in relations
berween enterprises. As a rule, enterprises and organisations must make
good to exch other damage resulting from 2 failure w comply with
commitments vnder dalivery conracts.

An imporeant requiterent is a posidve rate of profic for each enter-
prise. Every enterprise has to work persistendy to bring down the

P
costs of ourput.

Tke principle of the positive rate of profit for the natonal economy
as a whole applies in socialist sodety. This means that a higher rate of
profit of some enterprises should ot be detrimental to the interests
of other enrerprises but should furnish conditons for a growing rate of
profit of the entre nadonal economy.
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The bulk of the socalist ’s 1. 15 channelled meo
the state budget by tumover tax .nd deductions from profit. Thes
makes ie possible to solve the problems of the national fund of 2ccumu-
Lanon simultancously with the matenal sumalanion of enterpruses. The
turnover tax goes wholly to the budget as a revenue, whil» partof profic
remams at the disposaf of enterprises, so that thew tm.acial posinon
15 made dependent on the fulfilment of therr plan for sccumulanon.

The rate of profit 1s planned for all sectors 20d enterpnises to ensure
as a rule their normal economuc actvity expazsion of production .nd
the formanon of mcentive funds.

To sumulate the expansion of prodacton, deductions out of the
profit of enterprses to the budget are mtroduced a5 paymenss for
productive assecs.

The enterprise transfers to the budget first of all () payment for the
f£ixed 2nd arculating assets at its dispos.), and (b) fixed payments, and
also pays {c) mterest on baal foans

Payment for fixed a.d craslur 19 assets 3 establushed 25 3 certam per-
centage of the total value of the assets at the eaterprice s dusposal.

Fixed (rer) payments to the badget are established for those enter-
prises which obtamn an excess rate of profit owing to thar operation
under especially favourable natural or wansportation coaditions,

After the enterprase has paid for 1ts fixed and crcnlanng assets, made
fixed payments and paid interest on bank Jouss, 1t creates its own funds
by longterm standard ratmgs for deductions from profit munus the
payments mdicated above

The remammg part of profit 1s used to pay back the loans granted
for capital nvestment {except the credit extmgushed from the
development fund) finance centralised capital wnvestments, marease
the enterpnse’s arculanng capaal meet other expenses withm the
s speaified by the plan, increase the reserve for finuncaal asistance,
and other purposes. The balance ¢ g oftcr oI these op 5
transferred to the badget.

Every enterpruse s+ts up three funds () the producuon davelopment
fund, (b) the momtive ﬂmd «ad (c) the fund of soqul «nd culwural

and Jding The devel find 15 formed
From deductons from the proﬁt of dhe m:crpm... Beades, from 30
to 50 per cent of deprecation deducnions intended for the complete
rcncu:zonofﬁx:dapml wxllmfuuxrcaazucw xlmﬁmd. Axynsc:u
thus part of d plerely ato the
centralsed ﬁmnrmg of capital construction.
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The-production development fund which enterprises will be able to
use independently for the technical development of production is
estimated to amount to approximately 4,000 million roubles in 1967,

_including 2,700 million roubles from depreciation deductions.

In 1964 the expenses from the fund of enterprises on the introduction
of new equipment and the development of industrial production
amounted to 120 million roubles plus 600 million roubles obrained as
bank loans, a total of 720 million roubles.”

Effective operation under the Soviet cost accounting system essen~
tially depends on credit. A considerable portion of the circulating
capital of enterprises is formed by drawing on credit. The Statc Bank’s
credit is strictly purposive and is granted as a rule for a short term.
This is conductve to effective supervision of the progress of plans for
output, sales and trade turnover.

The credit system provides not only additdonal cash resources for
the expansion and development of manufacturing processes, bonuses,
improvementof cultural and living conditions of employees, ctc. butalso
certain sanctions for failing to meet the assigned targets. For example,
those enterprises which fail to meet their targets for lowering costs and
increasing accumulations, permitting heavier expenses than those
specified by the plan and decreasing unjustifiably their circulation
capital, are transferred by the State Bank on to a special credi and
accounting basis. In this case, short-term credits may be granted only
if 2 higher-level body offers adequate guarantees. In the absence of
guarantees the Bank stops credit and demands the recovery of earlier
loans ahead of the specified date of payment.

Those enterprises which improve their performance within two or
three months of transfer on to this special basis, and in particular
meet their targets for accumulation, keep their expenses down to the
level specified in the plan and restore their circulating capital as specified
by the plan, are restored to the general system of credit. But enterprises
which fail to improve their economic performance within six months
are declared insolvent. Addidonal sanctions are established for them:
their credit stops altogether and their accounts are sertded only by
the State Bank’s permission: these are first of all accounts involved in
the payment of wages, return of loans, etc.

On the other hand, efficient enterprises meeting on schedule the
targets for accumulation, incurring no expenses in excess of the plan
and preserving a due level of their circulating capital, receive a number
of credit privileges.
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Apart from this differcnnated app cach to credut, the Smte Bk
grants loans to pay for expenses of mechantsanon, modamsanon and
impro ement of manufs processesto Late efqency higher
output and lower cost.

Thus, credit cosures the use to the best advantage of the assts of
enterprscs, the growth of output and a bigher yeld of profie.

The cconomuc reform provdes for a much more actve role of credit
1 the actvaty of enterprses. Specsal emphoss 15 1aid en the gradual
transizon of all capital construcuon from financing from the budget to
financing by credus granted by the Srate Bank «nd the Construcion Bank.

3 MATERIAL INCENTIVES

The use to the utmost of material moenmie 18 0 HNPOTLINC mezns
for meenng producnion targets and developang eifecuvely the nanonal
cconomy Meeung the targers for the range of producs, quality, the
productivrry of labour costs the yield of profis, ete. 15 sumulated by
higher wages and, 1 parncular the issue of bonuses. This samulation
takes 1nto account the actual growth of output compared with the
previous peniod, the acrual size of saving from lower coszs, ete.

The state sumulates the personnel of enterpnses m two forms m
the form of wages consurunng the man form of remuneranon, «od
m the form of bonuses for attamng a certam level of production, 2
betzer quahry of output, etc. Besdes, bonuses can be pad to the per-
sonnel of an enterprise for the wwroducaon of especilly advanced
and cffectiv e cqupment.

In sccordance with the economic reform each enterpns. ereates 3
special mcentin ¢ fund from w hachits personnel wall be sumulated 1m the
form of deducncns from the enterprise s profit {according to the scale
of lorg term standard ranngs) and to the amount of 2 certam
percenzage of the wages fund. The manuve find also includes the
sun of bonuses to employees, currendy pad from the wages fund
and savings on 1. Unnl recendy howeyer abour half of mdusual
enverpnses had no meenny e funds formed out of profir deduouons, and
even where on enterprise had such 2 fund 1ts size was small and die
sums pa.d out mxgnxﬁunt. Neasly all kinds of bonusd and olh:r

pay denivednotfram profitbutfr

According to prel zh:momnvcﬁmdfoxcmy[o)ccs
will amount to 3 500 zmlhon roubles m 1967 In add.non, approx-
mately s00 milhon roubles more wall be allocated for bonuses 1n 1967
compared with 1965
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The incentive fund will now be the chief source tor paying bonuses
and grants to employees. From the same fund they will obtain a¢ the
close of the year remuneration for the overall results of the performance
of their enterprises depending on the size of their wages and their
seniority or length of service. Enterprises are now entitled to determine
at their own discretion what they believe to be the most rational form
of material stimulation, including the terms and sizes of bonuses, on
the basis of sectoral model rules. The size of additional payments will
depend not only on the amount of output but also on its quality. If
the quality of output rises, the remuneration of personnel will increase
and if it deteriorates (and if, in particular, the proportion of rejects is
too high) it will be lower.

The new system makes the remuneration of personnel conditional
not only on the results of the individual labour of each employee but
also on the total performance of their enterprise.

Every enterprise also sets up a fund of cultural measures and house
building. The fund is intended to finance the building and repair of
homes (over and above the centralised resources allocated for these
purposes) and the mamtenance of service establishments and cultural
institutions from deductions from the profit of the enterprise as well
as the sums currently deduced for residential building from the above-
plan yield of profit. By “service establishments and cultural institu-
tions” are meant all organisations improving cultural, housing or
service standards (the construction and maintenance of children’s
establishments, rest homes, sanatoria, etc.). The fund is also intended
to finance co-operatives for the joint building of homes, service
establishments and cultural institutions. This fund will amount to
1,200 million roubles in 1967 (in 1965 the allocations for these purposes
amounted to 850 million roubles).

The entire residential area built drawing on this fund 15 used for
meeting the needs of personnel and is distributed by the enterprise
itself, which has merely to notify subsequently the local Soviet of
Working People’s Deputies.

Enterprises are entitled to redistribute between the incentive fund
and the fund of cultural measures and house building up to 20 per cent
of each fund’s total.

Emphasis on the incentives to employces for unproving the pertor-
mance of their enterprises is of immense importance, since it is a
sound economic basis for stimulating the initiative of the masses in
cconomic activity, their active participation in management and the

?
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culuvanon of each employee s awarencess that he 1s the part-owner of
tus enterprise.

Moral sumulation 15 extensively used along with matersa] samula-
uon. Moral sumulation mcludes extensive pubhaty given to the
good work of an enterprse or of an mdwidual employec i the press,
r2d10 and televinon, at the anema, and at meeungs of employees and
conferences of state agenaes, together with the award of orders,
medals and other signs of distinction to the best employees, etc.

WHY AND HOW IS THE PRGGRESS OF PLANS CRECKED?
The national economic plan speaifies society s economuc activiey for a
certam period of ime. However, no plan can predict all possibihiaes
latent i the economy or all difficultzes which may anise in the progress
of the plan.

1t 15 ouly on the basis of plans regulaly cheched agamst current
reahines that economic actuvity can be managed and controlled. The
checking of plans detects the causes of dificulaes and helps the
managers to chmnate them.

In Soviet planning the checking of the progress of plans 1s regarded
35 a first pnionty problem. Where SUpervision 15 good there are fewer
mustakes and defects the rates of P prave, and
plans are successfully implemented.

The regular checking of the progress of the national economsc plan
bas three basic aums

(1) to prevent disproportions i the nattonal economy,

(2) to detect new latent reserves, and

(3) to meraduce adjustments n the plans for scctors and areas m
accotdance with the results of the actual progress of the plan.

Economic plans reflect m general terms the requirements of the
objectny e economic laws of soaalism. A regular check of their progress
should reveal those requuements which have not been adequately
reflected 1n the plans This 1s the meaning of the first aum of the super-
wision of the progress of plans to prevent dispraportions n cconomic
acavity Proper proporuans between different aspects of the process
of reproducnon and sectors of matenal production require the detec-
tion of new resou. ces and potennahities emerging durmg the progress
of a plan. New r-sources emerge as a tesult of advanced economic
expenence progresaue techmeal and economuc standard rates and
more effe

Here 15 an example with conventional figures. Let us assume chat
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the plan provides for the output of 6o million tons of rolled metal
with an average expenditure of fuel equal to 160 kilograms of conven-
tional fuel per ton. During the progress of the plan, the introduction
of 2 new manufacturing process reduces the expenditure of fuel to 153
kilograms per ton. This means that 300,000 tons of conventional fuel
can be saved under the plan and the relation between steel-making
and coal-mining will change. A check on the progress of the plan will
detect additional resources of 300,000 tons owing to the saving of fuel,
so that these resources can be directed either to the production of an
additional quantity of rolled metal or to meeting other needs of the
national economy.

The elimination of disproportions in the development ot sectors and
the detection of new resources emerging during the progress of the
plan are major conditions for introducing readjustments in the targets
for sectors and areas, including additional targets for output, redistri-
bution of material and financial resources, etc.

The possibility of readjusting plans in progtess by no means implies
that planning agencies should not take the utmost care to draw up
well-justified plans at the outsct. Readjustment is legitimate only if the
planning agencies could not, for reasons beyond their control, deter-
mine in advance a certain element with sufficient accuracy, or if new
possibilities are brought into being by technological innovations or
newly detecred reserves.

Like planning proper, the check on the progress of plans is organised
by Communist Party and state organisations.

The Supreme Soviet of the U.S.S.R. and the Supreme Soviets of
the Union Republics audit annually the reports on the execution of
the last year's state budget before the approval of the budget for the
next year. The Council of Ministers of the U.S.S.R. discusses the
progress of the national economic plan, and andits thereports of minis-
tries and central departments on the progress of the plan for each
specific economic sector and cultural field. On the basis of the data
furnished by the central planning agencics, state comumittees and
ministries, the Council of Ministers decides, if necessary, to change the
plan for a sector or department, or cstablishes additional targets for
output in excess of the originally established volume. The same
functions are exercised by the Council of Ministers of Union Republics
ard the local executive committees of the Soviets of Werking People’s
Deputies. taking into account specific local conditions

Public supervision organisations and financial agencics play an
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important tole in the check of the progress of plans. They supervise
the payment of turnover tax and deductions from profit and the use of
assets and funds, detect breakdowns in the progress of the plans for
output and cost, track down excessive personnel, violations of the
estimatg standards, etc., and finally take measures for saving on
material resources, manpower and cash,

Workers, engineers, office employees and collective farmers take
part personally in the check of the progress of plans. Through Com-
munist Party, trade union and Young Communist League organisa-
tions, as well as through standing production confe or general
mecetings of collective-farm members, they spot defects in the work of
managers or personnel and suggest methods fcr eliminatine
defects.

The checkup begms with cstablishing how, to what extent and
within what period the state plan was brought to the knowledge of the
producers. Timely nformation on plan targets is of immense import~
ance, since the enterprise’s preparations for meeting targets take much
time and effort, especially if the range of products is to be changed
considerably or the production programme 1s to be expanded com-
pared with last year's.

A properly organised check of the progress of plans is exercised
regularly and under 2 carefully worked out programme. It covers not
only the enterprises which lag behind in the progress of the plan but also
the advanced sectors and enterprises successfully coping with their
targets. This 15 espectally vital for investigating and propagating
advanced cxperience. A systematic check of the progress of plans
ensures the thythmic operation of enterprises.

The check must be detarled. Hence the need to analyse the progress
of p]am not only fot sectors but also for ndavidual enterpriscs and for

i f inside enterprises. The
concreteness of the chcck also implies an analysss of the progress of
plans not only for total or summary indices but also for individual
items like the range of products, the quality of autput, ete,

“The check of the progress of a plan 1s based on a thorough analysis
of plan and account data. The basic materials for this analysis are:

(1) The state plan for the development of the national economy,
the plans for supplies and bzulagc, and the plans drawn up under the
stateplan. ~

{2) The g s deci ing the develoy ofan
econemicsector or a cultural field,
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(3) Materials of the Soviet press.

(4) Data of the Central Statistical Board of the U.S.S.R. and its
branches.

(5) Reports of Republican Gosplans.

1(tS) Reports of ministries and departments on the progress of the
plan.

(7) Data furnished by a direct check of the progress of the plan
for a given unit (an enterprise, construction site, state farm, machine
and tractor station, collective farm; etc.). '
The check on the progress of the plan must first of all be directional,

i.e. be directed at that organisation or other specific producer respon-
sible for the relevant targets. Second, it must be sectoral, i.e. comprise
the output of the sector as a whole. Third, it must be directed to each
area. It is only by checking the progress of the plan for each economic
area and Union Republic (and in some cases for each territory and
district inside a Union Republic) that partial discrepancies can be
detected in due time in the development of individual areas, and
measures be taken to eliminate them.

The check must be integrated. This means that it must consider.
not only quantitative but also qualitative (technical and economic,
economic and financial) indices. Besides, it must comprise the
entire set of sectoral input-output relations,

The basic practical technique for checking the progress of a plan is the
comparison of the data specified by the plan and those actually reported. In the
analysis of the operation of enterprises or ministries the actual showings
are usually compared with the corresponding average indices for
the sector as a whole and the reported data of advanced enterprises.
Reported and statistical data are also analysed when the local situ-
ation is inspected. The two types of supervision complementeach other.

The Principal tool for checking and analysing the progregs of
economic plans in the Soviet Union is provided by state statistics
investigating all the more important processes of economic activity
covered by the national economic planning. Statistical data are organic-
ally linked with economic plan indices. It is on the basis of the latter
thatasystem of account indices and statistical investigationsis organised
by statistical agencies.

In the development and the supervision of progress of plans with
the aid of statistical data, concrete forms of the operation of economic
laws are revealed and computed: objective economic processes are
expressed in quantitative terms.
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tor collecting statistical information. It is on them that the bulk of
current statistical work relies, the main aim of this work being to
check the progress of the state plan for the development of the national
economy.

Another form of collecting statistics relies on special censuses and
inventories (population census, inventories in industries, construction,
transport, ‘trade, etc.)

Finally, there are special inquiries into sales and prices on collective-
farm markets, living standards (family budget statistics, for example),
etc. Special statistical inquiries elucidate the factors which are not
reflected in statistical reporting, serve for verifying the latter and
provide additional data for planning the national economy as well as
for individual current measures and establishing the regularities under-
lying the development of the socialist economy.



6

Econormic Planming versus
Economic Programming

In the last two decades most West European countnes as well as Japan
and many developing countries have begun :ystcmmcally to use
The

1

producuon started m Franee {the Monnet Plan 194710 1952/ 53) and
was then apph:d i the Netherlands ( The First Memorandum on the
of the Netherland 04810 1952), :n Norway {the

E; Devel P , 1949 to 1952) and 1 Sweden
Programuming was Tater used 1 Belgxum (the plan for 1962 to 1965)
and Great Britam (the plan for 1962 to 1966) In Italy programmung
agencies have been set up and a new natsonal programme has
worked out {mnuch greater attention 15 being pard to 1t than to the
recently ended Vanom programme}

Some Western experts call the practice of economuc programming
‘ mdicative planming * and contend that this 1s the only ranonal method
of runmung the national economy It 1s certamly not meffectual, but
at the same time 1t diffexs m principle from socsalist planning both m
the problems 1t sets and the means 1t chooses to solve them To outhne
the gap whach exusts between programuiing and planning, 1t 35 worth
while comparing pre d. ds of prog g with p
farms of state wnterference m caputalist productian

1 THE DIFFERENCR BETWEEN PROGRAMMING AND
PLANNING
Present-day programmung 1s by no means the first attempt to mtroduce
an clement of planning mto the capitabist economy At theelosc of the
{ast century Lensn wrote  The socnlsation of fabour by capitabism
has advanced so far that cven bourgeots literature loudly proclaims
the necesuty of the ‘planned organisation’ of the natonal cconomy ™
A hetle more than sixty years have suice passed and today the capicalsst
worlds full of plans for planning * Somcthing sumylar was 1o evidence
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nvestment (more tational from the pomt of view of the ruling class
s a whole), elimimanon of bottlenecks m the sectoral strucrure and
stimul.tion of the most dynamic sectors or the * key sectors of growth”
Apart from these, there are other amportany auxibary problems
smoothing out regional dufferences 1n economic development, aiding
the process of the captalist ranional of ec vty (1 con-

of prod and the el of mefficient enterpriscs),

ete

‘The problem of priority 1n economuc activines confronts all capstalist
countries mncluding the U S A However, the U'S economy remamned
relatively more stable than in France, Italy, the Netherlands or Brita,
which experienced the pownerful mmpact of the natonal-hberation
movement i their colomes and found themselves 1 an extremely
unfavourable economic posnon w the first post-war years for a
vanety of reasons Economic programming found favour 1n direct
ratio to the of socio-¢ H , the
ntroduction of programmung has recently been studied m the U'S A,
t0o, and w other caprtalist countries which still refrain from ndulgence
1 long-term programmes as an official and extensive pracuce.

A pecultar pohucal climate was also 2 vital factor conduave to the
advent of programmung after the war Of interest i thus respect 18 an
apprassal of the situation m France given by Premre Masse, general
secretary of the Equpment and Productivity Plan “In 1945 vanious
cireles tended to favour economue plannmg The wind of reform which
swept over France brought the 1dea of nanonalising the key sectors
of the y and replacing the market mech unable to over-
come the socual and economuc comsequences of the great depression
of 1930, by planming In those days the polircal mood of the cabmet
reflected that domnating trend” (Pohiical and Economse Plannng, 1961)

Characteristically, having vestored therr domiestic positions, the
ruling circles of those countnies where programming had emerged
1946 to 1951 (France, the Netherlands, Norway and Sweden) did not
abandon programmung but, on the contrary, sxtended 1ts range of
appheation. Morcover, neatly all countries of Western Europe (with
the exception of West Getmany, Swatzerland and Austria) adopted
some form or other of state programumng

Programmung has recesved a new impetus 1n the last dccad: from
the tion of the y of the developed coun-

tries of Western Europe as a result of snffer trade compennon due 1o
the functioning of the Common Market and because these countries
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aim more and more at attaining American industrial standards. Immense
changes occurred in the fuel and power structure. Many sectors went
over to new kinds of raw materials, and new sectors of material produc-
tion sprang up. It is no exaggeration to say that the scale of cconomic
renovation had had no precedent in the history of West European
countries. A natural consequence of this explosive and contradictory
process was the growth of inter-sectoral disproportionality which
demanded vigorous measures by the state and the big corporations
to adjust capitalism to a changing economic structure. On the other
hand, a high level of primary capital investment increased the entre-
prencur’s risk to such an extent that it necessitated detailed and reliable
information on general prospects of economic development. Under
these conditions, the methods of current state regulation, the purpose
of which was restricted mainly to “stimulating business activicy”, were
insufficient to meet the interests of individual corporations, and still
less their common interests. There was a need for a new form of state
economic policy which would concentrate private enterprise on the key
problems of capitalist production as a whole; and economic program-
ming filled this need.

In contrast to the policy of current Keynesian measures aimed at
eliminating those contradictions of capitalism which are evident on
the surface, economic programming involves going deeper and, in
particular, dealing with such an essential aspect of production as long-
term investment policy. Programming creates a certain framework
within which all other forms of state interference function, i.e. it plays
a co~ordinating role as well. Thus, economic programming combines
long-term forecasts with a system of co-ordinated state interference
effected mainly in the form of financing selected industries to solve the
most essential problems facing the monopoly bourgeoisic as a whole.
This means that, first, functioning economic programmes comprise
not one aspect of the national economy or two (e.g. war production
or the generation of power) nor even the development of a whole
area, but the total complex of the most important aspects of the process
of production; functioning economic programmes aim, moreover,
not at short-term but at long-term results. Second, and this is the main
peculiarity of programming, it lays emphasis not so much on the
interests of individual monopolies as on the solution of genzral prob~
lerds of capitalism a5 a whole confronted with the need for competing
with the world system of soclalism. .

Programming has a purely superficial similarity to planning in the
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form pxacnscd in the Sovxct Umon Essennaily, programuung does not
dthe fr kof of  leaving
cconomic development Iurgcly to the play of market fluctuations

On the other hand, capitabist programmung has 1ts own scientific
basis rclying on objeetive cconomic ]aws Itss WIODG 10 assume that
there 1 no clement of pl g How-
ever, there has never been, nor can thcrc be, plmncd cconouuc
development under capitalism,

In contrast to planning, prog g can be desenibed as
the policy, based on prvate. 1 of state I
co-ordinated on a global scale, of certan aspects of nauonal producnon
to contrshute to the solution of the priority problems feing the domun~
ating capitabst groups. It should be emphaused that programmung
aims not at the control of all clements of the national economy 1

accotdzncc with the obj possibilities for b
| “ "
) but only at the ‘growth of the dymxmc
sectors of prod) of specual or %
In contrast to socialist pl u manly

advisory programmes adoptcd ate not, with rare cxccpnom, accom=
panted by any adoumstrative or legal guatantees In programmung
counmes (which exclude today thc US A, Canada, Switzerland and
Austria) the state pil and p lg 3 icng~mm
plan speafying the key trends of pective
by scctors or arcas of national pmducuon The plan indicates appxom-
mately caleulated data on the expected growth of mnvestinents, personal
consumption, export, cte ‘There 15 direct admumstrative-cconomice
conncction as a rule between this plan and the actvity of mdividual
enterpriss (wath the exception of ssolated cases of signing “quasi-
contracts 1 the programming of France and Spain) Economig pro-
gramues are to a certamn extent binding only for nattonalised enter-
prises which account for a mere fracion of economic actvaty and
catinot escape the mfluence of the spontancous markét mechanism

¥t 35 no duscovery to say that the problem of planmng confronts
today the programming counmes of the West as well as the soctalist
countrics What are the ways for solving this cructal problem opened
by the system of socialiggeateumng, on the one hand, and the Western
practice of prograntifecey on the other? Where do they touch,
affording possibiltses for-business co-operanon, and where do they
differ sn principle?

Let us begin with the pruncaple of centralisauon, one of the first
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The possibilities for rawsng the effectiveness of navonal producnon
grow accordingly A road opens towards a thorough and versanle
control of the national economy depending on a deliberately selected
cnrerion whuch 15 expressed by the choice of the best mput-output
varant Ths enterion may be 2 maximum of consumption per capita
(national scalc) or a maximum of the productivity of labour {scctoral
scale) or a full load of productive capaaity or finally 2 maxumum rate
of profit {enterprisc level) etc

1t s 1 the latter case that we run imnto the problem of the limat of
penctration of dircctive plannng mto the sphere of acuvity on an
enterprise The development of the productive forces makes 1t impera-
tive to furnish a matenial banis for economic imtanve This 1s ensurcd
by decreasing the centralised part of the national meome and mereasing
that part which remains at the disposal of enterprises as their mdividual
funds

Now what 15 the umt of the extension of the independence of
enterpnses mevitably mvolved i this approach? Should this hunst be
the same for all enterprises or should 1t be differentiated according to
the range of products and economc capacity of each enterprise?

This quest © « has still to be answered However 1t 15 already clear
that most, 4 the plannmg of the range of goods espelly for the
secte 5'producing goods not mn excess demand 15 to be shufted to the
system of contracts between enterpruses, so that the corresponding ;rem
m the plan 1s an esnmate not a directive

For ple 1t appears mexpedsent to mclude m the competence
of ugh level planming the determmanon of the total range of products
(down to grades and sizes) the rul s of orgatusation of production inside
the enterpriscs or the concrete forms of mter-enterprise relations These
aspects of production can be best determincd by enterpriscs themsclves
aded by the stmult furnsshed for them by the central planning
2gcncxes

Such 1s one ot the aspects of the problem of lised pl g
w the Soviet Unzon Inguiry mn this direction 1s 1 progress mn the
programmung, countries of the West as well but the imposabulity of a
centralised contralligg mfluence on private enterprise bars the road to
the effective organising activaty of the state (Jet alone private organis-
ations) aimed at the most productive structures and proportions 1m
national production. It is true that an extensive system of state stunu
lants {tan rebef, privileged loan terms preferential rates for state
services etc )act m capitalust countries as very active catalysts However,
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these “Hexible” controls are very rigid in other respects: having given
an impetus to the development of some sectors, they cannot later check
the inertia of unpredictable processes, the “braking distance” proves to
be too prolonged, and losses from resulting accidents known as
“recessions” are still considerable. Hence the tactics of “intermediate
plans” to which some programming countries (France, Japan) resort
during depressions, and hence the failures of the economic “stopego”
policy (in Britain), etc.

The spontaneity of technical development and the alternation of
favourable and unfavourable market situations impel the managers of
private enterprises to be guided as a rule by nothing except a local
optimum of production based on the rate of profit, which rules out
any plan in a strictly assigned direction. Indeed, is any cffective planning
of production possible without specific targets? Without any sanctions
which would secure the attainment of these targets? Withoue any
obligation on the part of enterprises to meet these targets? And finally
without any real possibility for enterprises to co-ordmate their opera-
tions? Such is the situation in the West European countrics. Neither
the General Seerctariat of the Equipment and Production Plan (France),
nor the Central Planning Office (the Netherlands), aor the Department
of the Plan (Norway) can enforce an economic progranune.

In contrast to socialist planning, the Western programmes do not
take the form of specific economic assignments for specific enterpriscs.
Finally, the over-all projections of programmes cannot be identified
with the targets of socialist plans, the corxclation of which depends
muainly on the aims set and not on the market situation, and which
have the validity of production assignments for definite enterprises. On
the other hand, it would be wrong to equate the programmes of
capitalist production with mere passive forecasts. The projections of
West European programmes combine forecasts and expert estimates
(the passive element) with indices computed as indicative prescripts
of the monopoly bourgeoisie (the active element). For cxample, the
programming of the growth of exports represents a passive forccast
based on abstract arzlysis and expert estimates. On the other hand,
the programming of an annual 10 per cent growth of machine-
building (France, 1954 to 1957) is an active projection. This does not.
mean that capitalist programming was able actually tosecure this 1o per
cent rate of growth; bue without the orientation on this rate, it would
have been unrealistic even to pose the problem of French industrial
modernisation.
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kt‘us see \\3:3! is being done in the eapitalist countries to secure
c with ¢

Prognnmung is purely adv:sory. and this is its basic t_h:ncu:mnc.
In the West European countrics there are no special agencies which
could sccure the fulflment of adopted economic progrmmes,
Characteristically, in no country except France are the programming
agencies incorporated into the state machinery: elsewhere they remain
semiofficial advisory agencies. This status can probably be traced to
the desire of ruling circles to havea larger lecway for manecuvre in their
domestic policies. It is true thatin some capmhst counmcs {for mmple,
France, Great Britain, Italy) there existad n"
ing private enterprises through leg (licences for i ! con-
struction in some areas, or suPctvmon over the issue of sccunnu)
Nationalised enterprises, with Tespect to which state programmes are

bligatory, also an exceprion in a sense. However, the
m:mspnng of the programnung mechanism is the use of the economic
Jaw of capitalist profit, and not of the objective conditions of planned
and proportional cconomic development.

An mdxspcnsablc tool for influenang the pnvate seetor via pro-

g is the statesc lled part of the national mcome, This part
Fas anereased greatly in the post-war period and reaches 30 to 45 per
cent n West Ensopean countmics. Using these funds, the state Jaunches
exrensive cconomic activity m new sectors and arcas, incurring all the
expenses involved in a pioncer cffort of this kind and blazing the trail
for quicker and higher returns on private investments. On the other
hmd, by offering opportumucs for pmﬁt, the state sdmulates the
develop efcc:um pital st grpups in 3 desired direction. Apart
from prog the state creates for the private
:nuq)mncur a systcm of ﬁmncx;l ynvxlq,:s granted in the form of
Toans, subsidics, tax rehef, cheaper state scrvices, cte., to which he is
entitled only if he orientates his production in the dircction indicated
by the programme. In France, for example, the tax oa invescment
is reduced by § per cent for investments in accordance with the state
programme. Subsidics and loans at a low rate of ingerest are gnnr:d
in Ttaly for taking partin the p of thei ial dewelap
of the South.

The system of state pm‘tlcgcs as sud: cssmd long bcfon: the
advent of capitali another
point: the purposwc canactes of r!us polxcy in whxch the c:mr: of
gravicy lies in the selective state fnancing of private investments. The

1ari 1
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purposive state financing of capitalist enterprises called into being,
along with the conventional forms of credit, new institutions financing
private projects in accordance with the aims stated in the programmes.
Such institutions are functioning in Norway, Italy, France, etc. From
30 to 40 per cent of all capital investments made in the Common
Market countries (of which four practice state programming) are
financed or controlled by the state,

The state’s selection of the most important directions for private
enterprise has created new relations between the capitalist state,
defending the common interests of the capitalist class, and individual
monopolies guided by their own separate interests. Formally, these
relations appear as a working agreement berween the state and the
monopolies, and essentially, they express the struggle among
monopolies for an additional rate of profit. This struggle is waged in
the framework of special agencies concerned in the development of
investment programmes and constituting an important element in the
programming mechanism. In France these agencies are sectoral
“modernisation commissions™ whose activity is aimed, nct at deter-
mining the targets to be met or the measures necessary for meeting
them, bur at combating price controls, deducdons for social needs and
large taxes on capital, on the one hand, and hanging on to financial
benefits already secured and augmenting them if possible, on the other.

To sum up, the principal means for ensuring the operation of 2
programme is a system of purposive state benefits. If a capitalist refuses
to follow the recommendations of a programme (which correspond
to his general class interests but do not always suit his partcular line
of business), he is deprived partially or completely of substannad
financial aid. Therefore, when the entrepreneur finds he cannot invest
more profirably than in the direction recommended by the state, he
complies with the state programme; and conversely, he is completely
indifferent to state recommendations in the contrary case.

Thus, the capitalist law of seeking maximum profit furnisnes
objective conditions for economic programming within the framework
of the arainment of certain aims of the monopoly bourgeoisiz. How-
ever, the same law makes impossible in principle any real planning, in
the sense that the scale and direction of production would always be
maintained in accordance with the plan at each enterprise and hence
throughout national préduction. As has been indicated above, the
capitalist practice of programming incorporates no direct orgai-
ational-economic de between even the most claborate pational

P
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prog; and the prog; of mdividual enterprises Therefore,
even when an entrepreneur or a group of entrepreneurs channel ther
mvestments 1 accordance with the programme they do so because
they are 1nterested 1 state benefits at that particular moment, whereas
they have only a vague 1dea of what would be the reasonable volume
of production at therr enterprises Under the sumulaung influence of
the treasury, the rate of profit tnereases, which ympels the private
owner 10 expand otput, yet this expanston mevatably clashes with
the lumitations of capitalist producuion

Funally, the national income at the disposal of the bourgeots state 1s
sufficient 1o attract a certam pumber of enterprises to co-operate under
econonmc programmes but 1t 1s msufficient to reorientate the whole of
capualist production m the airection assigned by the programme A
case m powns 13 the automobile industry of France or Italy The financial
position of the automobile monopolies m the.e countries coupled with
a favourable market siuation gpabled therm 15 1gnore the state pro-
g’“m}%&:@ “As a result, the whole automobile mdustry of
Wester? Europe 15 now experiencng considerable overproduction

lculnes

2 HOW ARE PROGRAMMES COMFILED?
The system of advisory programmung is based on the caputalist nrarket
ccanomy It depends entirely on the capacity of the masket subject to
fluctuations of supply and demand. Therefore, the programme 13
caleulated proceeding from an expected demand and not an actudl
need (and the resources necessary to sanisfy 1t)

In particular, m France the search for cquilibrum bulks large ac all
stages of programuming whether m the prelimmary study of draffs,
i the orgamsation of sectoral and ad hoc commussions, or .n the
Equhbrium Group set up specially for the purpose A possible supply
15 thus brought 1 hine wath an expected demand—on paper but notn
reality Charactenstic 1 thus tespect 15 the pronouncement of an
* mdicative planning” expert * Indicanve plans are not apposed to the
marker, they are part and parcel of the market economy which 15
subject 1f not to cychic fluctuanons then at least 1o the alternation of
lugh and low reference marks It 1s quute evident that the lower

fe marks are reflected 1 the md of a plan which have
someumes to be lowered compared with the ongmully adopted
varant” {Les problemes de la plamfication, Colloque de Janvier 1962 de
Finstirut Socologique Brussels 1962, p §5) Thas statement expresses
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very clearly one essential premise: the “indicative plan” is adjusted

_to supply and demand fluctuations. Moreovez, the “plan” is made to
fit these spontaneous fluctuations not only during its “‘realisation” but
even at the very beginning of its development.

The development of an “indicative plan” is usually preceded by
forecasts of the economic development of the country in the mext
four or five years. The forecasts are based on the conjuncture trends
evolved in the previous period, by estimating which the average level
for “high and low reference marks” is obtained Calculated in this
way, the average level of industrial growth in previous years is adopted,
with insignificant corrections, as the rate of growth for the “planned™
period.

The procedure for compiling and endorsing “plans” is roughly
the same in all West European countries engaged in economic pro-
gramming. First a draft is drawn up, on the basis of the official data,
specifying the key direction of the government’s economic policy. The
draft is usually prepared by a special advisory agency (in the Ministry
of Finance, etc.). Then the draft is examined by representatives of big
business, who inform the government to what extent the expected
results of the current economic policy suit them.

Proceeding from the assumption that the economic policy will not
undergo any significant changes, the compilers of the “plan” determine
three possible variants of growth: minimum, medium and maximum.
After. the government has settled on one of the three varianss, the
corresponding agencies begin to develop concrete items of the draft,
and to elaborate it into a “plan™ specifying the expected rate of
production and of employment, the volume of expected investments
in various sectors, and the measures to be provided by the government
for realising the plan. The latter part of the “plan” is especially unreli-
able, for the government controls no more than 15 to 25 per cent of
production capacity in the countries where economic programming is
practised. Essentially, instead of targets, the “plan” consists of hypo-~
thesis or even merely recommendations for private owners (as is the
case in Great Britain, for example).

The development of “plans™ includes special models intended to
reflect economic processes as a set of equations containing certa%n
known economic quantities taken from the previous year's economic
performance. The solution of these equations yields the values of
unknown quanites. What actually takes place cannot be an accurate
reproduction of such a model, since it is constanty subjected o
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numerous readjustments and corrections following from economic
fluctuztions mherent . capstabism  However, the mode] establishes the
mterdependence between cconomic quanaaes and mdicates how some
of them will vary 1f one of them changes.

The desdopmont of ccononuc models and the apphaation of
mathemanes arc uscd espeaally extenan ely m France and che Nether-
lands. However thep of the techmques o pl * does not
correhate with their effecuncaess. For example, 1 France cconamuc
modelling bas been gomg on for more than twenty years, but forecasts
mn France concspond to reabines hardly more frequendy than m other
‘West European countries.

In contrast 1o soqalist plannuny indicats e prograrnung 1s confined
to deterruming {pot «lw ays successfully) the general wend of economic
development without bang able to change deliberately 1ty structural
proporaons. As a matter of fact, the mmtors of mdicat e planming
do not set themschves such an aim Thar am bes clwwhere ontheone
hand, to prcdict conjuncture trends and try to make adjusunonss to
them and wisur  the hughest posuble rates of profit for the monopaly
bourgeoie and on the other hand, to channel capital investment into
the most  dynanuc  sectors wath the a1d of incentives specified 1 the
programmic

France affords the best example to use in analysing the techmque
of drawing up an mdicauve plan, because there the problem has
recencd the mest extenave theoretical and pracuca! treatment, It s
true that 1n purcly theorenieal terms French econometnes 1s probably
second to the cconomemc school of the Netherlands. However, France
takes prionty m the volume of practucal measurcs.

The development of the plan” m France s divided tnto ¢wo stages.
At the first, prel y stage the & 1t of the Eq
and Productrvity Plan prepares the fise “shetch , mzypmg out the
volume of production and mvesmment 1 the kc) sectors, esumates
employment nd foraign mrade and sers down the volume of person.]
demand m approvimate terms. Then the government chooses one of
the vanants whach leads to the second stage at which the “plan™ 1s
developed mn detall for each sector, and general condinons ore deter-
ouned fof balanced growth”

The compilanon of the  shetch ” passes in e through two phases
first, the quannnes of goods and services are determuned and a physical
cquilibrium 15 found {on paper, of course), and then, accepting 1w as
known quanuty, finanaal condinons are determuned for realisng this
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physical equilibrium, and corrections are mntroduced into the original
expected figures of production to attain a financial equilibrium as well
—by which is meant the equilibrium between all cash flows (wages,
profit, investment, taxation, savings, etc.).

The physical equilibrium is determined as follows. The point of
departure is the calculation of final demand (consumer goods and
services) for the last year of the “plan”. For example, 1965 was set down
as the last year of the Fourth Plan in France. Proceeding from the
amount of ultimate demand, the developers prepare several variants
of the average annual growth of gross national output. Then the
ultimate demand calculated in millions of francs (in constant prices) for
each variant is divided into three components: manufactured goods,
farm products and services. The value relation between these compo-~
nents is established from the average proportions in the previous ten
years.

Simultaneousty the ultimate product is subdivided into hive items
corresponding to those used by the French system of national accounts:
the gross capital investments of enterprises (all private and state invese-
ments, except for those in housing construction), housing construction,
personal consumption (including, besides wages, the incomes of
farmers, entrepreneurs, professional people, etc., spent on personal
consumption), administrative consumption (the administrative expenses
of all governmental offices, social insurance agencies, the managements
of private companies and institutions, foreign and international
organisations), and finally forcign trade {export). It is clear that this
method of differentiating ultimate demand glosses over the social
relations between classes and, in particular, it is impossible to isolate
from the item “personal consumption’ the wages and salaries of
employees which are dissolved in the earnings of the entrepreneurs,
tradesmen, high-ranking officials, etc.

But setting aside the question of class relations, let us concentrate
on the technical aspect of the problem. How can the compilers of the
“plan” determine cach of the above five items for the last year of the
period planned? Gross capital investments are calculated by means of
capital coefficients. If it is known from the experience of previous
years what volume of capital investment is necessary to produce
a given volume of industrial output, the relation between the first
and second quantities can readily be computed. Such coetficients exist
for industries, farming and services which, in contrast to the Soviet
system, are also included in the sphere of production.
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Consequenty, 1f the ulmate demand for these sectors 15 known
(even 1 approxamate terms) the total sum of capital investments can
be calculated with the aid of the above coefficrents. It 15 wue that the
capital coefficients determined by the data relating to the preceding
penod do nat reflect the technscal progress of the future and hence the
use of the coefficients senously distorts the eshmate of the required
volume of mvestment. However, this does not worry the compilers
of the programme since other stems of the ulzmate demand are also
determined only approxmmately or simply by rule of thumb

In parncular, the volume of new bwldng and admmnsstranve
consumptior: 1s denved not from calculation but from purely empincal
estimates followmng from conjectures of the nunistres concemed,
based on current state policy or their own current purchases Nor are
any caleulations of a stncter hind made to deternune exports. Contra-
dictory estimates ate obtained as 2 result. For example, the sum of
French export betneen 1962 and 1965 was ongmally set at 5,100
nuthon francs (ot approxmately 1,000 mulhon dolfars) and was then
reduced by half!

Fually, p 1 1s outhined at the first stage. However,
ma t:pmlm cconomy the volume of thus wiial factor of growth of
production lends atsclf least of all to stansncal calculanon—it keeps
fluctuatng depending on the level of business acuvity, the level of
employment and the situanen of the class struggle Therefore, he
compilers of the mdicaive plan” are sansfied with subtracung from
the total volume of ultimate demand the sum of the * known™ four
wems of consumption The method has no beanng on the determina-
tion of the level of personal consumption based on the real demand of
the populaton.

Speaking formally, this statisucal co-ordination of the five atems of
the wlumate demand 15 a2 sumple econonne medel It 15 wsed for
developing 3 mote comples. model, first with 17 and then 28 sectors.
The latter model 15 first calculated 1 constant prices, prcechanges
bengtal countinthe concluding {developwgthe“plan”

The prnaple of construcung the model 1n constant prices, Le. the
attunment of a physical equilibrium, reduces to finding, proceeding
from the five ulumate demand items already found, such an output
for cach scctor as would meet the demand as a whele as well as each
stem of it. The .uthers of the “indicamve plan™ cannot solve thus
problem by zelying on the techmucal coefficeents alone, and resort to
lmear equatons,
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What functional dependencies do they deal with?

Each country engaged in economic' programming has developed
its own system of equations and functional dependencies, but the
underlying principle is the same everywhere. In France formal econo-
metrics deals with the following dependencies {or “proportions”).
These are above all the dependence between the volume of total
personal consumption and the consumption of each specific product.
Then follows the relation between the production in those sectors
whose goods are used for “ultimate consumption” (i.e. personal and
administrative consumption) and those serving “intermediate” con-
sumption. Other “proportions” are the dependence between the
output of each sector and the contemplated capital investment in this
sector (capiral coefficient) as well as the relation between the output
and manpower of each sector with allowances for expected changes in
the productivity of labour. Finally, a dependence is established between
the output of a sector and the import of the raw materials the sector
consumes, as well as between personal consumption and imports
intended for personal consumption.

These relations between different aspects of production are expressed
by coefficients used for linear equations. Therefore, to evaluate the
reliability of these economic forecasts, we need to know how the
coefficients are determined.

For this purpose it is interesdng to consider, for example, the
dependence Eetween the ultimate output and the output of inter-
mediate sectors. A real chain-reaction of inter-relations occurs in this
case. For example, the production of clothes requires fabrics, the
production of fabrics requires yarn, electric power and labour, which
in turn require a constant production of 2 number of other products.
Similar ties originate in other sectors responsible for the ultimate
output.

The input-outpur table is used to reflect all these dependencies
between different secrors of production. The output of each inter-
mediate section needed to obtain a given ultimate product can readily
be calculated by this chessboard table. A similar rable is also used in
socialist planning; but in contrast to indicative planning, the social
character of socialist production makes it possible to take definite
technical changes into account. Besides, the input-outpuc table in
socialist planning contains many more sectors than the French table,

for example.
The table used by the French economists 1n the development of the
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Fourth Plan (1962 to 1965) contaned coefficients calculated by the
data of 1956 wath very small corrections for techmical progress. The
extremely low effect of the corrections mtroduced m the coefficients
1s explaned not only by the fact that dhese corrections were outdated
but also by a number of other processes of the capitalist market, and
m particular constant changes m the structure of prices which hzs a
deasive effect on the £] to undertake 1
mnovations, In socalist produmon, technical progress can be senously
studied, projected and acnvely mfluenced wath the aid of effective
planned measures aimed at the mtroduction of new types of equpment
and technology

In some cases, having recogmsed therr mability to cope wath unpre-
dictable market fluctuations, certain Western economusts completely
abstract themselves in thewr forecasts from objecuve factors (like the
vartation of prices, technical changes, etc) Thus 1s what they do when
estumating the balance of trade, which does not lend 1tself to any pre-
diction. For example, m the development of the Fourth Plan m France
the authors accepted a rather doubtful conys that imports would
sausfy the same past of petsonal consumption as m the previous
decades But saffer nter-tmpenalist competiton on the foreign market,
on the one hand, and much hugher prices on the domestic market, on
the other, made nonsense of thus forecast 1n the second year {1963) of the
programmed period

Restncted possibilities for economic prediction under capitalism
force Western economusts to use, mamly, averages obtamed by such
unreliable methods as the extrapolation of annual data of the preceding
period Asa result, old trends which might have been caused by umque
cconomic ot political crrcumstances are projected mto the future and
confuse all caleulanons. Any unexpected emergence of new trends
Teads to the same results

Such are the adverse objective conditions under which the frame-
wark of the mdicative plan 15 created the model 1n constant prices
which then serves for the government’s choice of one out of the three
vanants of the average annual rate of expected economic growth This
moded 1s also used by special planming sectoral or ad hoc commuttees,
elaborating the model with allowances for mvestments 1 different
sectors of production (as well as the mterests of the ruling class as a
whole)

At this stage the model 15 too abstract 1t does not reflect the sphere
of arculaton wath its constantly changing condinons of taxanon,
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credit and finance operations, pricing, etc. It is in the sphere of circula-
tion that there occurs the process of distribution and redistribution of
the national income created in the sphere of production. The authors
of the indicative plan intended to serve monopoly capital wish to
channel financial resources in a desired direction. In which direction,
exactly? This is known to them from the accounts of the sectoral
committees, which reflect the desires of the largest industrial companies.
All that remains is to find out what state controls should be used to
what extent to redistribute national financial resources in favour of the
industrial monopolies. For this purpose a complex fabric of financial
relations is woven over the carcass of the physical equilibrinm model,
and the result is the model in changing prices

It was used for the first time in 1961, in the development of
the Fourth Plan of economic development of France. A striking
feature of this model is the sharp contrast between the fragility
of the assumptions on which it is based and the perfection of the
mathematical techniques adopted for their treatment. This feature
is typical of indicative planning in general, regardless of the national
peculiarides of its use. It reflects objective economic conditions under
capitalism which create immense difficulties for solving even formal
problems of planning. Therefore, the Western economists engaged
in the field have to use highly sophisticated techniques to obtain even
the roughest approximation of projected balanced economic develop-
ment.

As for the final results, they are not satisfactory even frem the formal
point of view. Professor M. van Meerhaege (Belgium) writes on this
point: “The results of the use of these methods must be evaluated with
great caution. The dependencies which we establish between economic
facts and which we lay at the basis of equations or even models prove
valid for a definite period only. . . . Quite often we lack sufficient
statistical data, especially fora comparatively long period. . . . There-
fore, the use of analytical methods rests on a number of hypotheses
which by no means always correspond to reality” (La planification
indicative. Les problémes de Planification, Colloque de DlInstitut
Sociologique. Brussels, 1962).

Some Western economists realise very well under what unfavour-
able conditions they have to practise planning and set themselves a
different aim, namely, to determine purely formal conditions of
economic equilibrium at a given moment or, more specifically, they
determine the level of current prices, wages, profits, saving and taxes



234 AIMS AND METHODS OF SOVIET PLANNING

at which the projecnons set down i the model in constant prices would
be formally realised

Leaving aside the description of the model i matnematical terms,
fet us note one of 1ts essential defects The authors of the mdicatve
plan for 1962 to 1965 p ded, as has been d above, from
the situation of the French economy m 1959 However, esscatial
structural changes occurred i subsequent years In parnicular, the
growing concentration of production fed to the disappearance of a
considerable number of small individual enterpnises swallowed by large
monopolies The sum of paid taxes changed essentally as a result since
the taxation of small enterprises and large corporations daffers raducally
The system of prices also changed However, these changes were not
taken mnto account 1 the final result. of the caleulation of prices

It 1s not surpnsiig therefore that when the model of the mdicative
plan had been compiled the only ultimate mference to be drawn from
1t for practical activity was the requirement of an additronal redsstrr-
bution of the national ncome . favour of productive enterprises”,
which mears ut effect the further growth of private mndustrial capital
at the expense of working people s mcomes In 1963 1t was demanded
that mdirect prices be raised and the growth of wages restricted As for
the rate of growth established by the model {24 per cent for 1962 to
1965) 1t too had to be revised m the second year of the programme

peniod
Thus even the formal aspect of ndicatve plannmg shows that the
capitalsst system offers no possibalities for the develop of defimite

targets of prospective economic development and still Jess for ensuring
adequate proportions between different parts of productio

3 ARE PROGRAMMES FULFILLED?

The West European econotnic programmusts interpret the concept
* fulfilment of a plan’ 1 a way which has nothing 1n common with
1ts meaming wn the practice of soctahist planming In the West European
countties engaged i ndicative plannmg there are no agences which
can cffectively ensure the progress of mdicative plans The spon-
taneous nature of private cnterprse and the absence of any special
Junsd of p rules out any cffective planmng

NcVC!thE]CSS, the tcrms fulﬁlmmt or ‘falure’ of a plan” often
occur, for cxamylc 1 France, where special statistical accounts con<
cerung the “execution of plans of modernisation and equipment” are
published annually What ss the real meaning of thesc terms?
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All or nearly all means for fulfilling programmes in the capitalist
countries are indiréct. They cannot make state recominendations
binding on the capitalist, and therefore they expect to stimulate his
interest in programmes by promising material rewards. The state offers
him additional sources of profit which he may camn if he reorientates
his capital investments in the direction recommended by the pro-
gramme.

Ifa private entreprencur (company) has not at the moment any more
profitable possibilities of using investments, he accepts this reorienta-
ton. In this case, however, he is not concerned about the programme
but is motdvated exclusively by a higher rate of profir, which leads
most often to overproduction—with the only difference that ““planned
products” prove to be among the products produced in excess of the
current effecive demand.

Overproduction leads to structural disproportions and this sets off
a reverse process: the reduction of production. Usually, this depres-
sional reduction is also “planned”, which is expressed in restrictive
instead of stimulating measures, these restrictive measures being aimed
at restoring equilibrium.

The main tool of financial stimulus to private enterprise is state
cfedit at a special rate of interest. A round dozen of large financial
institutions now engaged in extensive issuing of credit on such terms
was set up in France after the war. These include the Fund of Economic
and Sccial Development as well as several specialised banks (National
Credit, Land Credit, Agricultural Credit, etc.). Through the medium
of these specialised banks as well as with the aid of the budget the
French Government controls more than so per cent of all capital
investments in industry. The state commercial banks (as well as four
nationalised banks and the Baugue de Frauce) are linked organisationally
by the state Conseil national du crédit. In Norway the largest of the four
state banks'is the Housing Construction Bank, financing more than
70 per cent of capital investments in housing construction. In recent
years these four banks accounted for more than a third of Norway’s
national credits. The state loan operations are co-ordimated by the
Ministry of Finance. A semi-state fund (the state accounted for st
per cent of the stock) was set up immediately after the war in the
Netherlands (the Financial Corporation of National Economic
Restoration) and along with other state funds accounts for 4o to 50
per cent of induserial financing. The Bank of Sweden plays the most
essendal role in financing private investments in Sweden and the
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National Society of Industrial Credit perforrs this function m Belgum

Another important tool for fulfiling cconome programmes 1s the
reduction of taxation This incentive easts 1n all countres engaged in
economic programmung and acts as a catalyst of capital mvestments
requred under a programme Howcver, the home and foraign
demand for goods and services excrcises a dectsive mfluence on the
dynamucs of capital mvestment During low-demand periods tax-relicf
njections mto the organsm of market production have no effect as a
rule On the other hand, under favourable condiions tax benefits
may, just Iike loan facinies, accelerate (and often excessvely) the
growth of some sectors of mdustrial production However, nesther
tool of md e prog g can nd production of structural
cisproportions or make 1t continuous, 1¢ efsure a recession-free
developrent of the capitalist economy

There 15 ample evidence to show that belief1n the disappearance of
economuc recessions with the advent of mdicanve planning 1s a case
of wishful thinking “The example of France, whose cconony has been
subjected to very extenstve “phinmung regulation™, 1s again the most
convineing example i this respect The Monnet Plan (1946 to 1953),
the Hirsch Plan (1954 to 1957) then the Third Plan (1958 to 1961) and
finally the Fourth Plan (1962 to 1965) span the entice post-war penod,
which nevertheless has been marked by serious economue complica-
tions, onguating, cycheally, despite all these programmes

‘The Monsset Plan was adopted 1n Janvary 1946, when all the resources
of the French cconomy had suffered enormous damage as a resule of
the war French industry faced the dilemma recorded m the pro-
gramme  modermsation ot decay” Aganst this background exten-
sive state allocations were made to develop the key mdustnes One of
the mamn problems was to provide the national economy with domestic
resources of power and taw matenals and <olve in thus way the cur-
rency problem

The 1 of the prod of el | energy, coal and
gas was accompanied by heavy state mvestment in these sectors Qut
of the total volume of state capital mvestments made under the pro~
gramme and totalhing 1 620 000 milhon francs between 1947 and 1953
{in current prices), 799 700 mullion francs, 1€ nearly half, went mto
the development of power and fhel production

French mdustry expanded appreciably thanks to the state’s substan-
tal financial a1d, but the mam factor was the considerable growth of
mdustrial consumption caused by the restoration of the nanonal
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economy. The generation of power showed an especially substantial
growth. While the total volume of output increased by 43 per cent
bétween 1947 and 1953 (minus construction and calculated for the base

- year of 1952), the generation of power showed more than a 0 per cent
increase.

The pre-war level (1929) in total industrial output was atrained in
1949, but that in machine building only in 1951. Contrary to the
perspectives of the Plan, the French economy twice cxperienced serious
trouble: for the first time in 1950, when there was a recession which
also affected the “plinned sectors”—the production of coal, steel and
tractors.

It should be noted, however, that in the state sectors (coal, electric
power) or in those scctors in which the participation of the state was
considerable (oil) the plan targets were met almost 100 per cent. This
result was attained owing to the fact that in the nationalised sectors
the state’s targets were compulsory. In other secters, where the state’s
participation was insignificant (metallurgy, agricultural machine build-
ing), the production developed completely outside the provisions of
the programme.

The Second Plan (1954 to 1957) coincided with a cyclical boom of
industrial production. However, despite these favourable conditions,
the state programme did not yield the expected results: the French
economy landed into a deep currency crisis.

As for industrial production, its correlation with the programme
was very remote. Because of the boom, the targets for some sectors
were exceeded considerably: by 203 per cent on the average for agricu-
tural machine building and by more than 146 per cent for the auto-
mobile industry; for other sectors the showing proved, on the contrary,
to be lower than the targets: 70 per cent below them in machine build-
ing and 9o per cent in steel making. Disproportions immediately
resulted: some goods were produced in excess of personal consump-
tion, while others, semi-finished products, or example, were produced
in too small quantities to meet the demands of industry. Breakdowns
were in evidence already in 1958, especially in the automobile industry
and in clectrical engincering, the markets for which were over-saturated.

"The next “planned period”, covering 1958 to 1961, demonstrated
the intrinsic limitations of French “economic planning”. The first
year of this period coincided with a world economic crisis as a result
of which the programme was urgently sent for reprocessing and
wandered from one centre of forecasts to another for nearly half of
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the * planoed penod” canl it was endossed by dhe govemment an
Arch 19 1959 However, busmess camity conzmuad to dechze und
the Freach experts had to reprocess th “plan agen. The reslt was
an mermedite pla” for 1960 408 1961 m whech the mdex of pro~
duction eovisaged for 1961 was decreased 0 123 s agaast 12y mthe
ongm.] vanant (1956=100) However even thas reduced, the “mzer-
medie pln  targers were not mer by severz] soczors. For le,
msiead of the g 6 per cenrx growth of watomobde producnen enviuged
by the m.ermediate plan  for 1961 the sectors ouwput actaly
Sropp~d by 9 1 per cent. A simular process was m ev-dence m elecarzal
engmcenng

Panadoxically evenasp s decline of producnon s oFadly
sty'ed plinned  For example, the economic enss -t the dose of 1960
«nd ¢ begmnag of 1961 was keyno.ed to the “execonon” of che

muermediate plan” which .ndeed <peand a 3 par cenr darease of
output 1 1961 The mdustnd mdex . th “m.amedite pln” had
sumply bern comected for the cumenr domp Between November
1960 ond Jaauary 1961 the mdex of .ndostmal producton 1 France
dropped 6 per cent .nd np o November 1961 4 comgpl
€CORCTILC SIgNanoi.

To sum up wm the plannmag” of capitahist production 1t 15 not the
economy that follows the plan but, on the contary, the plan1s adjusted
o fir the unpredietable wiasandes of the economy

Th Fourth Plin wzs «dopted m June 1962, and s wealest spot
proved to be forexgn tade. The French monopohies kave spared no
effort to get the upper band over thar Common Maker nvals m
‘oresgn economic expansion. It 15 0 aid them m thas expanson &
both the Forrth and Fifth Plaes prowide for stare fancmg of the most

dynamuc mdasirial enterprses as well s new “struaszal reforms™ 1o
morewse miusmal coneenranon «ad brog dowa producton coss
Analyung the ponapal ams of the Fourth Pla, Faagess Perrozx
frankiy admutted that the  French economy 15 bemg mifomnced 0 a0
mereasing extent by monpobes and fmanall groops. Ths fsmre s
unrversa] for the process of mdusanlisanion m the Twenneth Cenrury
(the capmabst world 15 meant—MB) which 1 «ccompaued by
techmcal ond ergomsationd growrh. The process s helped by Common
Markez <covary 25 well leading 1o 2 kugher Jevel of concmiranoa «2d
polos.non. Finlly operating m the ssme duection 1 the Foorm
Plan munded to conmbuie to turther concenwsnen of produenen
12 both mdustry .nd cgnlore” {Le IV Plzs, Puns, 196, p- 15)
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The Fourth Plan provided for a 24 per cent increase of national
output in France by 1965 against 1961. To understand the limitations
of indicative planning as a whole, it is worth noting that in 1961
economic conditions were favourable to meeting this target. Yet the
calculated forecast proved wrong. Industrial output began to decline
in the second half of 1962, contrary to the “plan”.

Between October 1962 and March 1963 industrial output dropped
by 164 per cent; in subsequent months there was a certain improve-
ment, but it remained below the 1962 level until May 1963. Mining
was hit especially badly: its output dropped by 167 per cent over the
same périoZ.

Unemployment was rife. In February 1963 the number of officially
registered unemployed in France reached 200,000, and the forecasts
of the “plan” had to be revised again. The targets of the Fourth Plan
were substantially changed. The originally contemplated growth of
gross national output in 1963 was “planned” to be cut by 23 per cent.
In particular, the outpur of steel was reduced from 24,500,000 tons
(as was originally planned for 1965) to 22,300,000 tomns, i.e. by 9 per
cent. Surely, such manipulations would be more properly labelled “the
adjustment of statistical forecasts to fit unexpected fluctuations” rather
than “economic planning”.

The Fourth Plan set the average annual growth of gross national
output at 5-§ per cent. In 1962 the actual rate was 6°3 per cent, in 1963
47 per cent and in 1964 43 per cent. The rate of industrial growth had
been planned to equal 66 per cent but actually was lower.

The Fifth Plan of economic development to be realised in 1966 to
1970 was put forward in France late in 1965. An essential characteristic
of the present stage of programming in France is the problem of
cconomic-financial equilibrium which emerged as a result of a com-~
paratively long experience of application of medium-term pro-
grammes. This experience indicates that, even formallyz it is not
possible to determine the conditions for a statistical physxc:.xl equfl%-
brium in order to sccure the conditions for a general economic equ%h-
brivm-for a prolonged period without taking into account prospective
variations of various financial values (the growth or fall of prices, the
increase or decrease of taxation, changes in personal incomes zfnd
spending patterus, etc). It was clear that the financial e_qmlfbnum
conditions had to be found for the next three or four years, t.e. it was
necessary to determine the level of prices, wages, profits, samgs.and
taxes at which the assumptions on prospective outputs could be realised.
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programmed level of prices, to restrict the nominal increase of average
annual wages per person of a constant skill to 2-8 per cent, of the
average annual incomes from farming to 3-8 per cent and of the annual
average industrial profit to 3.3 per cent. In real terms, i.e. taking into
account the policy of prices, the gap between wages and profits will
evidently be much more considerable than the nominal difference
mendoned above.

4. IN WHAT RESPECTIS IS ECONOMIC PROGRAMMING EFFECTIVE?

Since the practice of programming has a comparatively short record,
its results can only be summed up for those sectors and countries in
which at least one long-term programme has been completed. These
countries are France (four programmes), the Netherlands (three pro-
grammes), Norway (three programmes) and partially Italy (one
programme). The main difficulty lies in the fact that the socialist method
of comparing targets and results does not apply to the analysis of
the actual role of programming in the capitalist countries. The concepts
of “fulfilment” or “failure” of a programme are meaningless when
applied to programming: even the largest monopolies have never
received concrete assignments under state programmes. With essential
reservations, these concepts can only be applied to nationalised enter-
prises subsidised from the budget according to the current economic
programme. )

The Western programmers admit that their pracace of program-
ming is decisively influenced by the current condition of the capitalist
economiy.

Therefore, some additional criteria are necessary for determining
the effectiveness of programming. An essential criterion is, in my view,
the extent of the influence of a programme on the cyclical fluctuations
of capitalist production. To determine this extent, we must caiculate
the stability of the rates of industrial growth according to the varia-
tion coefficient in 1954 to 1963 for several countries of Western
Europe, Japan and the U.S.A. (see the table below). By the “variation
coefficient” is meant the ratio of the mean square deviation to the mean
characteristic of a given population. The average annual rate of growth
is accepted as the average characteristic of the population under study
(industrial growth rate indices). The smaller the coefficient the less the
amplitude of flucruations in a given population. in our cxample, Le.
in application to the rates of growth, this coefficient describes the
instability of economic growth.

Q
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The data thus obtaned pomnt no doubt to a certan advantage of the
programmumng countries over the countrices where programming 1s not
practised. The most conclusive example 1 this respect 15 that of the
USA where the stabihity of growth 1s much less than in Italy oz an
France On the other hand, the data for 1958 pomt to a considerable
depression not only mn the U S A. but 2lso 1 all the programming
countries In other words neither the programmng apphed m the
countries of Western Europe no  other forms of the state mnterference
m econonuc actvity can elmmate the cychical character of caputalist
economuc development

Nevertheless the practice of programmung capitalist production 1s
expanding The fact 1s that the state contributes to the soluton of some
of the nodal problems of monopoly capitalism by resorting to financing
scl:ctcd monopoly groups With the aid of programmes the state

which accelerates the growth of the sectors
which are especially smportant strategically andfor commercully
For example m Norway the proportion of mvestments m the sectors
defined by the programme as prionty sectors (mmng and mann-
facturing industry the generation of power merchant manne and
whaling) accounted for 39 4 per cewnr .a 1937~39 50 5 per cent m
1946-49 and 47 1 per cent 1 1950-56 of the total volume of mnvest-
ments In France chemicals electric power and odd have been develop-
g especially rapidly dance with the prog

Under present day 1 of state 1 hsm the
element of planning mherent i large-scale producnon becomes effec-
tive mn some countries of Western Europe 1n those industries which are
largely or completely controlled by the state Programming works
better i these sectors When the level of business activity 1s ugh, the
autput of state run enterprises deviates hittle as a rule from the figure
recommended by the programme Therefore the scale of over-
production at these enterprses 15 less mnsldeﬂblc than at private enter
prses  However when the
programmes have usually to be revised with respect to nationalised
enterprises as well

Lora k],

prog: g plays a ¢ role an the policy of
ehmunatng  bottlenecks  emerging mn the process of capualist
cconomc development Thus apphes above alf to the development of
the economic infrastructure A case m pomt 1s the witense reorgamsa=
von of the fuel and power basis of toe economy of Western Euzope,
the state playmg a deasive rele m this reorganusation. This process
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small firms 1n trade and services New supermarkets are expected to
replace small shops Sumular measures are being taken i other countres
In the Netherlands twenty machme budding enterprises have specialised
and standardised their output, with the state s active mterfercrce and
assistance

However the economic programmumg 1n the West Evropean
countries has a dual and conmadictory character The changes m the
sectoral structure of mdustry, the reorganisation of the fuel and power
nfrastructure as well as transport, the elimmation of unproductive
cnterpuses and superfluous elements i distubution the development
of large-scale production 1n farming, etc, constitute as such, a pro-
gressive process But since this process takes the form of capitalist
ratonahsation the partral solution of important problems of modern
capitalism 15 paralleled by the aggravation of other aspects of these
problems and the emergence of new difficulties For example the
West European programmes do not provide for the employment of
those muners ralwaymen, farmers etc, who are lefi without any
means of sut as a result of capitalist l The result
15 the aggravanon of the problem of unemployment

The basic contradiction of West European programramg 1s the
ncompatibility of stable hugh rates of growth (which 15 the pivotal
problem) with the policy of restriction of mass consumption Charac-
tenstic of the West European prog 1s not only the reor
of wvestments but also their overall expansion to raise the rates of
growth and the yield of profit of mational production The reduction
of production costs by restricung the growth of wages 15 regarded
by the poly bourg, as the most effe and quickest means
for mtensifying cconomic expansion mto foreign markets Therefore,
an ncomes policy has become an important ntegral part of all West
European programmes An attempt 1s made wath the ard of this policy
to place the growth of wages under the ngid control of the program-
ming agencics

Thus the reverse side of the state and monopoly practice ot prograu~
mmg 15 an mercasing pressure on the hving standards of working
people The authors of the Fousth Plan i France stated bluntly thatits
main tenet was the necessity of slowing down the growth of personal
consumption 1n favour of the expansion of vestments and exports In
compliance with this tenet a session of the Consal du plan sponsored
by the Finance Minister Giscard d Estamg 1 July 1963 dearded to
teduce the projected grawth of personal consumption by ong-thurd
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Another well-tried measure in France was the introduczion of new
taxes augmenting the budget in 1963 by 1,200 mullicn francs, which
amounted to one~third of all fiscal revenues, Far from introducing
any cssential changes in the capitalist mode of production, programe
ming only accentuates the class conmradictions inherent in it.



Index

Academy of Sciences, szz authorities
acddents, industrial, 147, see abo workicg
canditions
accounting, 171, 385, 2I2; cpiml, 127,
129, I39; cOst~, 173, 203, 07 économic
(Rhoxraschal), 13, 15, 33, 6o equipment,
134; Indices, 213; price, 176; prodactive
capacity, 127, 139; profit-and-loss, 176;
IepOItS, 200, 2T4. s¢¢ also costs, finance
accomultion, 19, 58, 66, 72, 93, 97,
101-3, 133, 143, 162-3, 165, 171, 175-6,
179, 186, 203-4, 206-7, sz2 clso capital,
funds, saving
adjustments, 310-¥, S22 also shortcomings
Afghanistan, see technical 2id
Afde, se¢ technical aid
agresments, internatonzl, 189, 190
agriculiure (Grming); agronomists, 196;
animal hebandry, 59, 63, 69, T17-20,
132, 157-3; amable, 117, 1535 2re2, sown,
118; dimate, 78, 120, 158; crops, 2I,
23, 35, 59, 65, 69, 11718, 1201, 157-5,
181; crops, techoical, 1165 dalivedes,
117, 153, 171; elecmification, 117, 118;
frms, collective, 14, 26-9, 64, 82, 97,
L1719, 124, 133, 147, 140352, 162, 264,
I70-3, 179, 181, 183, 186, 195, 212-13,
315; farrbs, pessonal, 151, 172, 1815 farms,
sate, 11719, 133, 133, 149, 162-3, 165,
173, 213; fectlisers, 70, 119; food, 116,
117; forery, 45, 66, 116; hortcnliure,
158; irtigation, 40, 117, 120; land (sail),
65, 117-20. 124, 1$S, 168, 179, sez clso
and technology: surveying:
Irvestock, sez animel hosbandry; mach-
imery, Y18-20, I37; outputs, I8, 1IQ.
179; populaticn, szz papuladon; pocss,
117, s2= also pricss; prodaoction, ISd;
productivity, 118-20; products fisted,
179; purchzsss (procurcmears), I17-19,
1§34, 16§, 170-I; sciance, sge scencs
and techoology; sting, 1193 sodal
services (ruml), 143; specialisstion, 119-
20; *sate purchanegy  pocs”, I79s
transpase, 119; yislds, 129; zonss. IIg-
20, IsS,Zr;g—SI

jasace

aid, see technical aid

Albania, 187

areas, sez territories

Asia, sez technical 2id

assets, s2e capital

authorities (direcdy or indirecily con-
cermed with Planning), Aademy of
Sciences, 48, $8, 78, se2 2lso science and
technology; Ceatrat Statistical Board,
99, 213-14, se2 also staristics; COME-
CON (Coundl for Muweal Economic
Aid), 187-9, 191; Communut Party of
the Soviet Union, 32, 46, 57 93, 1c0,
117, I24, I33, I§3, 21I-I2, 22 aiso
communism; Computing Ceatre, so,
s22 clso computers; Construction Bank,
208; Coundl for Labour and Defence,
24, se¢ alsa defence, manpower, Counal
of Minbsters, 47, 130, 171-2, 177, 180,
199, 204, =II; economic councls, 6o;
Economic Research Insutute, 903
GOELRO (State Elecmifimdon Com~
misdon), 22, 26, 40, 4357 Gosplan
(State Planning Commission), 24, 26,
40, 43, 489, 58-C0, 74, 90, IIO, 133,
135, 161, 163, 171, 177, 199, 313, 3a1;-
inspectors’ offces, 214; Internatiopal
Bank for Economic Co-operaoen, 138,
197; ministries, 49. 53-3, 66, 63, 56,
108, 110,315, 140~1, 1§54, 156-7, 161, 163,
166, 169, 186, 198, 211, 213~14; Soviet
Governmenz, {8, 57, 64, Ior, 3r4:
Sovist, Supreme, 43, 57, 2113 Soviaets,
local, 209; Soviats, regional executive
committees, X72, 211, 214; State Bank,
66, 133, 172, 175, 182, 185-6, 199, 208
State Comumurtess, 48, 211: for marerisl
supplizs, 48, 159, 2c0; plirning, 48,
171; for prices, 171, 177; for sdence
and rechnology, 48, 78;
State Conervetion Board (Gesuzoy),
128, 130, 135: Stte Hactrifaton
Commisdon, sz Goelro abovs, Smie
Plhrong  Commusdon, stz Goaudan
above; Szt Prndpal Saxdands, 577,
Supreme Economic Coundl, 31; tzde



248

acthontics—eont
unons, 213, umon {and 2utonomous)
repudlics, 43, 49, 53, 60, 63, 67, 74 78,
95-6, 105, 107-19, 112, 118-19, 131-5,
130, 132, 1,5, 140-T, 150, 1533, 161~3;
165-6, 169-70, 172, 177, 180, 1846,
199, 311, 213-14, 221, Young Com,
mumst Leagus, 212

autom.non, 16, 65, 70, 74, 86, 134, 135,
136, 148, 13y, 161, 167

balances (proportions), 12, TID-11, 114,
11819, I35, 178, 190, 197, *balancn
sheet™, 13, 1§, co-ordinanon of baluncey
19, 37, 41, 60, 62-8 71 73, 77, 80, 99,
203, 199, 131, 136, propornonal devel
opment, 13 55, $8-66, 73, 82, &7, 90,
102, 104, 106, 108-9, 123, 13§, 157-8,
188, 210

banks, 66, 68, 151 18¢, 186, 198, 206-7,
see also authoniues

bonuses, see incentives

Brieun, see capieabism

budgers “buaness budgets™, 185-6, 203,
comsumers' budgets, 77, 78, fazady
budgets, 89, 215, State budgets, 68,
Tor, 133, 176, 182-4, 186, 204, 206-8,
211

bulding, see ndustnes

Balgaria, 187, 191

Burma see techmeal nid

calculauion techniques, 62-94

Cambodia, see techmcal d

Canada see capitalsm

capaaty sce production

capital {cquipment, means of producaon),
11, 1S, 101, 104~7, 109 TII-I2, IXG\
132-46, 153, 163-7, 170, 175, 177-8,
193, 199, 204-8, 212, -outputratio, 85~7,
140, arculanng, 36-7, 142, 183 195,
198-q, 204, 206-7 see also mate
wages, conswuction, 25-7, 31, 38, 4¢
50-1, 58, 63-5, 74 84, 86 93, 95-6, 99,
106, 118, 113, 122-46, 150, f54-5, "1
164-6, 179, 172, 174 183, 1857, 189
198, 206, 208, 215, fized, 86-7, 89, 98
134-46, 153, 167, 196, 198, 206, nvest,
ment, 25, 32, 46, 48, 52-3, Go-1, &7,
71, 83, 867, 94, 98, 100-1, 105-6, I

111, 118, 122-¢6, 161-2, 182, 188, xgc
198, 202, 206, see also accumulanon)

AIMS AND MBTHODS OF SOVIET PLANNING

funds, savings, renom oa ¢ (interess),
14, 143, 44 167, 208, “'speabic qpml
', 239, 1412, “tech

structare”™, 136

apulsm, 11, 18, 149, 196-7, 200, 216
46, balunce of trade (exports, umpors),
330, 223, 239~31, 244, baok rate, 217,
*big busuness™, 237, capual investment,
216, 31819, 331, 324-5, 237-3% w434y
Common Ma.ket, 218, 225, concenira-
von {and cemtralisanon), 218, 230-1,
333, 243, colomes, 258, competnon,
3323, consmpuon, 220-2, 229-3%,
controls, see State comgrol, cost ac-
counang, 221, COUDITISS, 149, 316-46,
including  Auwstra, Belgium, Batun,
Canada, France [esp 234-41), Germany,
Ialy, Japan, Netberliads, Norway,
Spamn, Sweden, Swatzerland, USA
(o 24, 73, 99), crediss, 225, 333,
cychical fuctuations, 241, growth (rates),
217, 227, 329~10, 241, 343, 4$, ccon=
omig laws, 229, coonomuss, 216, 233-3.
Keynes, 217, 219, Maste, 218, wan
Meerhaege, 233, equilibnum, 238-30,
233, incomes policy, 244, “mdanve
planning”™, 216-46 wput-output tbles,
221-3, 131, labour, 222, 2248, pro-
ductmity of, 216, 229, 331, 333, 244,
Linear equatons, 231, loans, 222, 214,
markets, 218, 220, 223, 216, 233,
materials, 219, 231, model, 2378,
331~4, monopolies (corporanons), 217,
219, 2.6, 228, 233, 241, matonal -
comes, 221, 224, 226, 233, nanonalna-
non, 218, 220, 214, overproductioa,
342, PEP (Batun), 317; plans, long-
term, 220, te, 323, pnees,
235, 230, 233, profit, 2235, 2389,
233, programmung, 216-46, “pro-

" development, 223, 334~

5, 228, 231, ranonalsanon, 318, 344,
saving, 231, 229, 333, saence 2nd tech-
nology, 221, 233, 230, 233, sectors,
218-21, 333, stue (control, finance,
wterference}, 317, 319-20, 223-5, “op~
go”, 223, subudies, 224, targets (i
dices), 231, 323, taxation, 223, 234-5.
229, 3324, 346, wages, see incomes
policy, ibour, war, 217, 219

cash, sec money, wcomes, 82, 147

cement, see industrics

censvy, 73, 315




INDBX

Central Statistical Board, see authorities

centralisation, 13, 15, 200, 214, ses also
capitalism, democratic centralism

Ceylon, see technical aid

checking fulfilment, 210-15

chemicals, see industries

circulation, see trade

climate, see agriculture

clothing, see consumers’ goods

coal, coke, see industries: fuel and power

collective farms, see agriculture

COMECON, see authorities

“commodity-money relations”, see mar-
ket, money

“commodity production”, 170

common ownership, see ownership

communications, s¢e transport and C.

communism, 98, 102, see also authorites:
CPSU

“complete operational complex”, 128

computers, 12, 16, 68, 70, 80-1, 104

concentration, 155-6

consumers’ goods, 13, 14-15, 63, 67,
74-9, 82, B9, 90, 94, 97-101, 04, 107,
109, III, I16-17, 146, 149, 157-8,
170-2, 174, 177, 180-1, 184, 19I;
alcoholic drinks (beer, wine, etc.), 157,
1723 bakery (and bread), 76; bicycles,
76, 180; books, 147, 149; catering, 148
150, 154, 165; checse, 76; clocks and
watches, 180;
76, 78, 114, 148, 171-2, see also in
dustries; cotton, 75, 79, see also in
dustries; dairy produce, see milk
eges, 79, X19, 171; fabrics, 76, 78, 114,
148, 171-2; fibtes, 171; fish, 79, 146,
157, 171, 181; flour, 76, II3, 172;
food, 140, 146, 150, 157, 171-2, 180-1,
see also agriculture, industry; footwear,
76, 78-9, 114, 172, 180, see also in-
dustries; furniture, 76, 113, 173, 181;
knitted goods, 76, 78-9, 148; leather,
76, 79, te¢ also industrics; matches, 75,
172; meat, 79, 113, 116, 119, 147, I71;
milk (and dairy products), 76, 79, 113,
119, 147, 158; mopeds, 76; kerosene,
parafiin, petrol, 75, 180; potatoes, 79;
radios, 76, 97; salt, 75; soap, 75, 1133
sitk, 76, 79; sports goods, 122; sugar,
39, 76, 79 113, 147, 157, 172; textiles,
113, 140; tobacco, 172, 180; vegetables
147, 158, 171, 180;—a1l, 148; woollen:
waal, 79, 116, 119

clothing (garments), .

249

consumption, $8, 64-9, 71-92, 91, 93, 97,
102-3, 105, 121-2, I3I, 138, 141, Is0,
186, 188; per capita, 77-8, 146

controls, 133, 197-8, 200

control figures, 11, 24

control-systems, 16

co-operatives, 14, 75, 82, 124, 1y1-2, 170~
2, 181, 183, 186, 209, see also agricul-
ture: collective farms

‘“co~operation, integration and specialisa-
tion”, I11-15, 125, 131, 136, 141, 13-4,
156-60, 163, 167-8, 131, 187, 189

cost (expenditure), 13-14, 136, 145, 158,
161~2, 190, 207-8, 212; -accounting, see
accounts; capital, 128, 137; circulation,
154, 169; construction, 139, I43;
designing, 143; enterprise, 15, I90;
cquipment, 126, 134, 143; estimated,
128, 201; direct (expenses), 203; in-
direct (expenses), 203; moderntsation,
143; operation and maintenance, 1413
output, 165, 183, 205; processing, 69;
production, sz, 65, 106, 114, 120, 122,
142, 154, 159, 165, 181, 184; renovation,
143; “sectional work”, 128; standard,
200; transport, 122, 141, 158, 178, 181;
“unfinished construction', 127-8; work~
shap, 202-3

costng, 196-208

cotton, see consumers’ goods, industries

councils, see authonities

credits, see incentives. finance: loans

crises, 19

crops, see agriculture

culture (including art), 24, 27, §5, 65, 72
75, 88-91 95, 97, 100, 104, 109, 123-4,
140, 146-50, 153-6, 158, 165, 167, 171,
183~4, 186, 1912, 205, 207, 209, 211~
12, see also funds, plans

currency, see state bank, mone,

cybernetics, 16

Czechoslovakia, 187, 191

dairy products, see consumers’ goods:
milk

death rate,\149

defence, 96, 99, 105, 109, I4I, X144, 156,
184, 186 -

deliveries, 117, 143, 153, 171, 198, 200,
204-5

democratic centralism, 7, $5~6

deposits, 184, 186



250
deprecianon, 130, 133 186, 30I-3, 304,
67

o 12, 1S3, 361, 163, 15T
see fnds

POrROns, 102, 104, 3¢ e baluaces
PropornaTs

econais coadls, see sozhomns
ecomoras lawr, 116, 213
“ecomorue levers, 4, I, s de

1OCTTITES
ecoaomics («ad polins) s, 56, secamal,
19
“econore Tem”, 7, Th 3% 45 Go-1,
106, 133 148, 166, 177, 183, 1BS, 198,
3045, .03
Samcy {efecuvensss), 316, ST, S, 65,
75 84, BB, 58, 303, 12, 04, X114,
ITY TI5-.0, 1232, X34 X3, 141-5, XS5,
157, 161-2, 177, 182, 168, 190, 197, 195,
205, 207-8, st alss momnaves
1 Segre,
GOELRO m:!my fuel 20d powes
electromes, 74, 83, 56, 97 104 134, 191
exployment, see mazpower
emmulanog, s maEnyves
Ecgels, F, 1x
szxm..ms
mpnss, ser cho plin cterpase
atconnis, 173, balsacs, 110, budges,
185 costs, 366, 165, 176, 184, Gpanhcs,
69, 113, cpnl mvesRon, 133,
cosTuenom, 374 189, dsyx::z. L35~
30, 144, eclurgemes {and readatias),
X089, 123, 349, 2gmpmesy, 15, J1L, 162,
[y

Lsbour (aspowe), 73, 195, 113 390,
lonon, 7, 77, mamgement, 53,
marken, 195, operaban, 33 30, 64,
quaity, 167, prw, 65, A\ 165, 195,
paces, 107 373, proft and taovme,
163, 369 173, 375 $3-4, mgh, 61,
resourcss, 195, sFIRgh, 168-0, small,
190 stumraanon (laesave), 182, sor dlse
profit, wusead, 150

AIMS AND METHODS OF SOVIET PLANNING

egopoest {aems of), 134, s dw ag
e machooay, sy, mdmmnos

exehage, 13, s 4y markes, rade

experno of Lz, 2147

expeadosie, 63, 137, ser 250 coss, “Eres™
=d “mdvea™, .3, overlzd 3,
prEmd I

TR, 71, $I-5, 107, Tlde 133 ser s
mrrmmanon], made

L=y Sowanzes, see soad servcs
Srmung, s eguataze
ferzlsers, 5oz apnclame

constmchos, 183, 08, checks ag, 213,
exEpse, 13, 254, a-P-ompat pla,
9. lost, 151, 167, 153, 9L, 2078,
IS, T8, plin, ser plaoy Emaonal,
xd_uu:.&z,m6x.$ﬂ.l}:.l}l.
163, 211, rclex, z0y, ser ale acoooma,
aczem koo,

bowe bldng, 33, 35, B3 306, 205
see 2lso calzre, socal swvices howsng,
axrexy, 183, dovrlopment, 33, 35
133, IS4, I55, 153, 2067, enmspass,
78,

;E “ox ms 2
wages, 331, 52, 6L €3, 106 LR
350, X3, 163, 205 208, s &lp I



INDEX 251

Germany, west, se¢ capialism; G D.R.,
187, 191

Ghana, see technical aid

GOELRO, sre authorities

Gosplan, see authorities

graats, 97, 148, 152, 183

growth {-tates), 7-8, 1I-12, 47-8, 56, 61,
645, 74, 82, 85, 87, 98~102, TOY-9, 114,
123, 13941, 145-6, 149, I5T-3, 1614,
174, 188, 204, 208, 217, sezalso capitalism

Guinea, see technical aid

housing, see fimds, sodal services
health, see sodial services
Lospitals, sez health

holidays, sz¢ working conditions
Hungary, 187, 191

imports, 71, §0-1, 9§, TI3-14, 142
incentives: awards and decoratons, 210;
banuses, 15, 32, 52, 201, 203-5, 207-9;
credits, 24, 32, 58, 68, 185-6, 207-8;
emulation, §i; fund, sce funds, mass
mediz, 210, 213; moral, 210; production
conferences {meetings), 32, 210, 2I2;
wage, I4, 6o-1, ICO, 163, 166-7, 182,
201-3, 2089
incomes, 58, 63, 68, 77, 51, 83, 97, 99,
101, 193, I46-7, Lig-52, 162-6, 170,
¥73, 175, 1So-1, 18y, 186, se2 also
Living standards, taxadon, wages
income, national, se¢ national income
indices (targets), 7, I2- I3, IS, 24, 26~7, 32~
35 43, 45-7, 49, 51-3, 59 61, 646, 83,
845, 98-102, 105-S, 117, I24-5, 127,
132, 135-6, 138, 140-I, 143-6, 149-30,
153-4, 15760, 169, 182-4, I86, 94—
2I3; gquontintive and qualitadve, see
producticn
“indicative planning”, 11, see clso capital-
ism
industry, 12, 15, IS, 25, 29, 32 37, 40: 43,
45, 48, 64, 74 83-4, 93, 95, 98106,
108, 110, 11217, 120, I33, 1373, I53,
157, 1619, 171, 177, 185, 187, 190, 215
indusigal centee', IS5
“Total industdal comglex™, 190
industries: circraft, 97, 131; automobile,
81, III, 1I3, 1ar, 137; building, 124~
7, 132~3, 135, 138, I50, 16T, 163;
b matedals, 22, 70, 72, 112, 121, 131,
134-8. 157, 174; cement, 29, 70, 9%

112, 135, 139, I7S,
67, 69, 72, 74, 85, 94, 104, 107-G,
115, I35: 157, 159-60, 166, 187, 190-1;
clothing {garments}, 76, I66, see also
consumers’ goads; coal, coke, sce fuel
and power; conszete, 135; cotton, =9, see
also consumers’ goods; eleceiaty see fuel
and power; engineering (machine bmld-
ing, metal werking), 44, 59, 67, 74, 94,
97, 104, 107-§, 112, 11§, 140-1, 155~7,
160, 162, 187, I9I, I96; research, 78-8o:
extracuve, I6, 66, 71-2, 138, 166, 176;
food, 29, 67, 69, 99, 103, 107, 109, 113~
14, I16-17, 158, 175, 184, 191, see also
consumess’ goods; footwear, 77, 115,
117, see also consumers’ goods; fuel and
power (coal, coke, gas, electricity, od,
peat), 15, 224, 28-, 40, 44, 45, SI-3,
58, 65, 67, 70, 72~4, 81, 83, go-1, 94
97, 99, I02-5, 107-13, 117, 121~3, 130~
1, I37, 139~42, 155-60, 162-3, 166-9,
171-3, 175, 188, 101, 195-6, 198, 201~3;
glass, 69, 135; heavy, 13, 15, 109,
123, 136-7, 172, 174, 184; hostery, 1163
iron and steel, 21, 23, 2:-5, 28-9, 67,
81, 85, 90-1, 107-3, 110, 112, I3S, 140,
162; leather, 77, 116, sze clso consumers’
gooads; light, 27, 99, 107, 109, II3~14;
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output—cont.
114~I5, I53; means of production, 98;
nomenclature, 30, 47; physial, 200;
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sources, 121; sectoral, 92; sold (mark-
eted), 32, 106-7, 1I8; targets, 2II;
volume, 89, 90, see also input-output
analysis, production
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26, 106, 110, 118, I26, IS9, 168-9;
area, see territorial below; capital con-
struction, 106, 123-146, see also capital;
capital investment, 123-46, 202, see also
capital; cash, 182-3, 186; cost, 159, 166,
169; credit, 185; cumulative, 127;
decentralised, 32, 42; delivery, 107;
departmental, 44; enterprise, 42, 50,
$2~3, 56, 60—1, 64~6, 108, 144, 161, 166,
183, 212, see also enterprises; equipment
distribution, 111; finandal, 25, 38, 50
66, 68, 106-7, 123~4, 133—4, 159, 165§
182-7
five year, rjr-2; first, 11, 13, 25-7;
second, 27; third, 27; fourth, 29, 137;
fifth, 29, 137; sixth (1966-70), 7, 95~
194, esp. 124-5, 146-52, 165
heavy industry development, 1233
intra~factory (TIF), 27, 5o, s2; labour,
50, 106, 162, 202; loan, 182, I184;
long-tcrm, 379, 42, 48, 55-95, 102,
109-10, 121, 123, 131, I34, 144-5, 159,
168, 189; manpower, 124, 159; materia’
and technical supply, 45, $0, 106, 202;
mobilisational, 27; Moscow, 40; opti-
mum, 60, 69; organisational and tech-
nical, so; production cost, 50, 106, 18.4;
purchase, 117-19; quarterly, $3; reg-
ional, see territorial; sales, x06-7;
sectonal, 44-5, $2-3, $9, 66, 166;
sectoral, 7, 68-9, 71, 172, 195, see also
sectors; seven year, 29, §8, 96, 138, 184;
shop, §3, 70; short-term, see annual;
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ment (OTM), so—2; territorial (area,
regional), 42, 44-5, 49, 53, 56, 58-9,

211, 214, see also terrjtories; transport,
120-22, 212, See also transport; twenty
year, 40; wages, 106, see also growth
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population, 72, 88-9, 103, 146, 150, 21§;
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75s 77, 149, see also manpower
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prices, 14~15, 24~5, 34, 69, 92, 102, 106-7,
143, 150, 165, 167, 170-82, 202, 21$;
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“untform  all-union national”, 180;
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procurement, see agriculture: purcoases
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48-9, 66-7, 69, 72-4, 99, 101, I1O-II,
124-7, 129, 131, 136 139, I4I, 144-5,
153, 156, 161-2, 189; conferences, see
incentives; costs, see costs; cycle, 111,
162, see also capitalism; “dispatcher
departments”, s53; effectiveness, see
efficiency; gross and net, 145; industriai,
see industries, plans; mechanisation, see
mechanisation; means of, see capital;
programme, $0, I%0, see also plans;
projects, see projects; quality (and
quantity), 7, 43, 45-6, 61, 65, 68, 90,
98, 106, 108, 124, 142, 144, 160, 164,
167, 174, 178, 180, 186, 198, 204-5,
208-9; rationalisation, 161, I164; re-
serves, see reserves; saving, see saving;
sale of, 31, 46, 64, 69, 99, 103, 105-6,
142-3, 145, see also growth; “serial” 69;
“structure’, 137; targets, see indices

productivity, 158, see agriculture, labour

products, range of, see output: assortment

profits, see incentives; “balance sheet P.”,
182; “profit from sales”, 182; “rate of
profit”, 182, 185, 205-6, 208, see also
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153, 170, 191; “completon”, 126, 136,
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prospecting, see science and technology:
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Sanr-Simon, 18

salanes, see wages

sales, see market

sanctions, €cOnOMIC, 207
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tenave”, 166-7, capital investment, 225,
132, 135, I39-42, construction, 134,
distribution, see proportons, cost, 168~
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87 90-3, 190 213 *labour mtenave’,
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eral mntenave’, 166-7, model rules,
209 outhys, 165 overheads, 143
plin, sec plns  * power-mtensve”,
166-7, propormons, 9f, I03-3, Ii4,
157 164, see also proportional
dvpt., reserves, 96, see also reserves,
tesousces, 102, see also resources,
sacntific and techmaal problems, 161,
“structure , 85 134, 138, techcal ree
equipment, 60, proctssng 166, profis,
1734
senonty, 209
shupping shups, see transport
shortcomungs, 7, 62, 98-9
nnong, see aguculture, Jocaton
Siun, V., 16
skill, see labour
socusl wnsnrance, see funds surance
social needs, 717, 89 116, 147
socual services, matiousl and mumapal,
589, J0p, 124, 146, 150, 152, 158, 184,
educauon, 7, 38, 97, 1239, 137,
140, 147-50, X152, 154, 161, 164-5, 195,
205, establshments, 27, famly allow-
ances, 15z, grants, see grantt, health,
38, 123-4, 137 140, 146 148-30, 152,
154, bosputals, see health, bousng, 38,
97, 109, 123~4, 137, 140, 146, 14850,
152, 1§54, 1osurance, soqal, see 3
gamons. 97 146, 149-52, 183, “pubbe
of consumption”™, see funds,
w:lfax:. 123, 357
socuabsm, 11-12 220-1
Somal, see technical ad
see
Sovzets, Soviet Government,. xzaunhamxs
space exploration, 97
specalisanon  area, 1568, industnal,
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uon and specalisanon™
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specialists, see intelligentsia
“specific capital investment”, sez capital
standard of living, see living standards
standards, technical, see science and tech-
nology
state authorities, see authorities
-statistical board, central, see authorities
statistics, 20-1, 23-30, 40-1, 358, 62, 66, 73,
75-81, 90-2, 96-8, 100-1, 10§, 107-9,
112, I16~17, 121-2, 124, 137-8, I47-9,
165, 213-1§ '
“Statute of Socialist Enterprises”, 47
- steel, see industries
stimuli, see incentives

structure:  productive, 137; reproduc-
tive, 138; scctoral, 138; territorial,
138

students, see social services: education
“subjectivism”, 31

Sudan, see technical aid

supervision, see management
surveying, see science and technology
Sweden, see capitalism

targets, see indices

taxation, 14, 25; income tax, 97, 148, 150;
turnover tax, I72-4, 178, 180, 18.-3,
186, 206, 212

technical aid, 191-5; including countries of
Africa, Asia, Latin America: Afghan-
istan, Burma, Cambodia, Ceylon, Eth-
iopia, Ghana, Guinea, India, Indonesia,
Nepal, Pakistan, Somali, Sudan, United
Arab Republic
Aswan project, 193; credits, 1913
economic growth, 192; ecducation,
191-2; cultural, 192; imports, 194;
industrial, 192-4; medical, 192; patents,
194; scleatific, ¥92; transport, I194;
teade, 192; United Nations, see United
Nations

technology, see science and technology

territories (areas, regionms), 27-8, 3I, 35,
38, 64, 77-8, 95, 108, 113, 119, 123, 145,
150, 132-7, 168, 180, 185, 213; areas,
a7-30, 35 63: 1oz, IIS—IQ: I35 4L
144, 164, 211, 213; balances, 67;
capital investment, 133, 136, 141; “inter~
area and inter-republic reladons”, 155;
plans, see plans; regions, 27-9, 38, 96,
150, 185; “structure,” 83; ““territorial
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production complex”, 155; zones, see
agriculture

textiles, see consumers’ goods, mdusmes

timber, see industries

“rotal primary estimates”, 129

trade, 14, X9, 25, 37-8, 45, 47, 68, 75, 77,
83, 101, 113, 148-50, 154, 166-7, 170,
173, 180-1, 186, 205, 207, see also
market

traditions, 77, 156

training, see labour

“transferable schedule work, 128

transport (and communications), 27, 37,
8, 63, 70, 74, 84, 93, 95, 120-2, 129,
137, I41, 146, 150, 153~4, I56, 158, 162,
164~7, 170~2, 174~3, 177, 181, 188, 196,
206 air, 97, 120, 170; freight (goods),
38, 43-s, 63, 114, I20-2; passenger,
120-1; ports, I2I; post, 188; pipelines,
120-1; plan, see plans; railway, 29, 4o,
59, 72, 120-2, 137, 162, 170-1, 179, 188;
research, 78-80; river, 120-1; road,
59, 120, 126, 137, 154, I71, 179, 188;
sea, 121, 170~1; ships, shipping, 72, 137;
water, 59, 120, 154 179

Tsarist Russia, 20-1

turnover, see trade

turnover tax, see taxation

unemployment, 19

union republics, see authorities

United Arab Republic, see technical aid
United Nations, §, 192

U.S.A,, see capitalism

verification, 62

wages (salaries), 14, 147, 180, 182, 197;
minimum, 97, I48; plece-rates, 127;
real, 101; variation approximaions, 70,
see alyo incentives, incomes, labour

war, II, 29, 97

~velfare, see social services

workers, see labour, manpower

working conditions, §I, 97, I44, 146-8
150, 152

women, 165

Yugoslavia, 187

zones, see agricultuse
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d 1 dby g and drafung measures
for improving the assortment and quahty of goeds Assignments for
the whole assortment are ncluded 1 the enterprises’ plans on the basis
of between prod and withi the general
scope of output for each plan stem (ussortment) Since this must take
1to account both the requrements of the national economy and the
posaiblities of industry, the assortment of industrial output s constantly
changing Some ttems are substituted for athers, the output of new
goods 1s launched and the production of obsolete goods 1s stopped.

Quality indices play an 1mportant part in planming industnal output.

Along wth the general principle that the plan must enviuge the
output of up-to-date and hxgh-q\nhty goods there are more concrete

for cach mndividual mdustry Thus for mstance, the o=
r:ﬁmng mdustry 15 to manufacture no less than 80 per cent of 1ts total
diesel fuel wath a sulphur content of not more than o § per cent, to
brng the output of high-octane petrol to 55~60 per cent of the total,
and to employ efficient addirves 1n the production of diesel and motor
oils et The chemical mduswy 15 to smprove the qualiry of plasnes,
extend the production of polymer matenals enlarge the producnon
and assortment of extra-pure cheneals, etc

The production programme for mdustry 1s drafted accordmg to the
sectoral prnaiple The state economic plan smgles out 12 basic
industries {ferrous and non-ferrous metallurgy, the fuel mdustry,
power generation etc )

The mdices of mdustry’s production programme are also grouped
along departmental (for the mmistries boards and departments) and
territonal (for the Union Republics, economic and geographuc areas,
economc admunistrative districts and regions) hines

In plzxmmg the volume and growth-rac: of mdustral ourput. the
prionty devel of machine-b ¥, pow
g and other kcy bmnchcs and the ;:rovmon of ad:quau: pmpomcns
are of primary importance.

Along with an mezease of production by group I mndustries as 2
whole 1a 1964 by 9 7 tumes, as compared wath 1940, the output of the
chenmcal mdustry 1creased by 13 6 tumes, of machme-bulding and
metal-working by 14 8 imes, and of power generation by 10 9 ames
In 1966-70, parallel with a planned 47-50 per cent growth of mdustnal
output, the output ‘of the machmebulding and metal-working
mdustry wll merease by 6070 per cent, power generation by 6570
per cent, and the production of the chemucal mdustry 15 to double.




