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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT

GOSPLAN OFFICIAL DISCUSSES PRODUCTION INTENSIFICATION
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 12, Dec 83 pp 29-36

[Article by Doctor of Economic Sciences V. Kirichenko, director of Scientific-
Research Institute of Economics attached to Gosplan USSR: "On Certain Features
of the Present Stage of Production Intensification"#]

[Text] It was emphasized at the June (1983) Plenum of the CPSU Central Commit-
tee that our country in the course of social development has reached that
historical position where profound qualitative changes have become imminent
and inevitable in productive forces and corresponding to this production rela-
tions. "The main way for a qualitative shift in productive forces," Yu.V.
Andropov pointed out in his speech at the plenum, "is, of course, through a
transition to intensive development and a union in fact of the advantages of
our sociTlist system with the achievements of the scientific~technical revo-
lution.

The intensification of public production is the pattern of expanded socialist
reproduction under conditions of developed socialism. It has been made ready
by all the preceding development of the economy and the achievements and re-
quirements of scientifie~technical progress, is based on its potential pro-
spects and corresponds to the foreseen objective conditions of providing the
national economy with resources.

Transition to an intensive type of reproduction signifies such qualitative
changes as a result of which production growth (rise of its end results) out-
strips the aggregate volume of used resources, the share of growth of results
increases, being formed in consequence of the growth of effectiveness of re-
source utilization, which becomes predominant. In other words, the process of
intensification isaimed at ensuring further economic growth principally by im—
proving and boosting utilization of resources rather than through growth of

* By way of formulation of certain questioms.

1. "Materialy Plenum Tsentral'nogo Komiteta KPSS 14-15 iyunya 1983 goda"
[Materials of 'Plenum of the CPSU Central Committee of 14~15 June 1983]. Mos-—
cow, Politizdat, 1983, p 10.




their volume. The transition to an intensive type of reproduction is marked
by that part in growth of end economic results which results from increased
effectiveness of production.

Intensification of production should result in higher over—all effectiveness
of resource utilization. It cannot be judged solely according to the character
of use of one of them inasmuch as success in economic utilization of one form
of resources frequently requires additional outlays of another form of them.
Thus, boosting of labor productivity and consequently reduction of labor in-
tensiveness are achieved through a larger capital-labor ratio and, during
periods of active replacement of live with embodied labor (incorporated in
means of labor), reduction of labor intensiveness is accompanied by a higher
capital-output ratio of production. Fuller utilization of raw and other mate-
rials and fuel and their thorough processing at certain stages require new
technologies and consequently additional involvement of means of labor, as a
consequence of which reduction of materials intensiveness may be accompanied
by a higher capital-output ratio of production. Finally, at a high level of
technical and technological perfection of production, with the attainment of
its sectorial and intersectorial structure, reduction of the capital-output
ratio of production with simultaneous reduction of its labor and materials
intensiveness becomes realistic.

All these are different stages of production intensification with their own
special features, specific accents in investment, technical, structural and
social policy, in improving of planning and economic stimulation and in the
direction of socialist competition. The present article makes an attempt

to cast light on the basis of materials of research conducted at the Scientific~—
Research Institute of Economics attached to Gosplan USSR on certain economic
features of the present stage of intensification of public production, the
consideration of which is important in forming current and long-range plans of
the country's economic and social development.

First of all, the attained degree of intensification and a trajectory of its
change. The evaluations necessary for this were obtained as a result of calcu~
lations based on models of type of production function, where the growth of
national income with the growth of combined outlays of resources (labor and
capital) is interpreted as growth resulting from extensive factors and growth
of national income above this mark as the result of operation of intensifica-
tion factors. According to the caleulations, the highest share of intensive
factors in growth of national income was in the 8th Five~Year Plan (1966-1970),
quite favorable on the basis of indicators of effectiveness and dynamics of
economic growth. In the course of the subsequent two five~year plans, a cer-
tain reduction of this share occurred, which is connected to the tendency

of reduction of average annual growth rates of the national income (2.1 points
in the 9th and 1.1 points in the 10th Five~Year Plan in calculations based on
used national income). The share of intensification factors in growth of

the national income for the 10th Five~Year Plan amounted to slightly more than
20 percent. Thus by the beginning of the '80s, the process of intensification
was 1in the initial stages. The transition to an intensive type of reproduc-
tion with a predominance of efficiency factors in the growth of its results is

a long—term process. It retains its importance as the central task of economic
policy for a considerable period of time.

2
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The planned targets of the current five~year plan aim at significant economy
of material resources, higher labor productivity, an advancing growth rate of
end results compared to increased use of resources (manpower, capital invest-
-ment, fuel and power resources) and consequently at a significant rise in the
share of intensive factors in ensuring growth of the national income. The ac-
tual results of economic activity in 1981-1982 showed a tendency for its actual
rise. Thus the beginning of the '80s was marked by a positive change in the
dynamics of intensification of public production.

A special feature of this process at the present stage and in the immediate
future is that the most important reserves for boosting of efficiency are

to be found in existing production. The decisive means of intensification at
this stage is improvement in the use of the already created potential. The
most immediate goal is clear," Yu.V. Andropov said, "first of all it is neces-
sary to introduce order in that which we have and to ensure the most intelli-
gent use of the country's production and scientific-technical potential, in~
cluding overcomiEg the lag of such sectors as agriculture, transport and the
service sphere."

An important economic reason operating against maximally effective use of the
created production apparatus is the discrepancy between the dynamics of fixed
capital and the number of persons employed due to the specific character of
capital reproduction and to deficiencies in the use of live labor. Analysis
shows that in the past 10 years about one~third of the growth of fixed produc~
tion capital has not been utilized sufficiently effectively. The capacities
of a number of enterprises engaged in machine building, chemistry, production of
construction materials and certain kinds of production operations in the light
and food industry are not fully supplied with raw-material resources. As a
result, the degree of use of a number of various capacities of operating pro-
duction is below the potentially possible. For this reason, expansion of

the process of intensification is largely determined by the solution of such

a very important economic planning problem as provision of balance of produc-
tion at national-economic, intersectorial and intrasectorial levels. The
main factor here is sound and rational distribution of existing resources,
making it possible to "open up'" tight spots, to raise the level of proportion-—
ality and to ensure fuller use of the already created potential.

At this stage, special importance is to be attached to those structural changes
and measures for raising the technical level of the production apparatus which
have for their aim the utmost economy of fuel, power, raw-material resources
and materials. The targets of the 1llth Five-Year Plan are revealing in this
regard: economy of rolled ferrous metals in 1985 in industry and construction
is to amount to more than three-quarters of the planned growth of rolled pro-
ducts output for the five-year plan and the size of fuel economy planned for
1985-~two~thirds of the planned growth of its production. The scale of economy
is becoming quantitatively comparable to the possibilities of additional

" production of many types of resources and with respect to capital intensiveness

2. TIbidem, p 11.




economy measures are more beneficial than expenditures providing for growth
of production. Under present conditions, it is only possible to solve the
problem of reducing capital intensiveness in the national economy through
reduction of relative requirements for fuel and raw materials as highly capital
intensive forms of production.

A special feature of the present stage of intensification of public production
is that its expansion is achieved simultaneously with necessary measures. for
strengthening of such production elements as are highly resource intensive.
For example, development of the infrastructure requires considerable outlays.
During the current five~year plan, 6 superlong arterial gas pipelines with a
total length of 20,000 km are being built at a cost of 25 billion rubles.
Bolstering of the raw-material base of a number of sectors calls for signifi-

cant investment.

The general conclusion is that the achieved level of intensification and the
possibilities of the economy to provide for a transition to an intensive

type of development are such that in the immediate future the process of repro-
duction and deepening of intensificatiémn will be carried out on the basis of
simultaneous involvement in economic turnover of additional resources (albeit
at lower dynamics than earlier) and higher efficiency of their use. The need
for capital . investment remains particularly high both for the solution of ac-
cumulated problems and for the development and expansion over the long term of
production intensification. Providing for these needs remains a key problem
of planning.

The situation is here complicated by a lower growth rate of capital-investment
resources and, what is particularly important, by structural changes in sector~
ial distribution of capital investment.

Reference is made to the significant growth of the share of agriculture and of
sectors of the fuel—power complex in the utilization of investment resources.
The scale of this redistribution was quite considerable. The share of capital
investment allotted to agriculture has grown from 19-20 to 27 percent. This
process was most intensive in the 8th and 9th Five~Year Plans (1965-1975).
After that, the share of agriculture in capital investment stabilized and will
be retained in accordance with adopted political and economic planning deci-
sions at the attained level in the immediate future.

During the 10th Five~Year Plan, the share of investment changed sharply in

the sector of the fuel and power complex. After an extended period of decrease,
it began to increase sharply: from 32 percent in 1971-1975 to 38.5 percent in
1976-1980 in the total volume of capital investment in industry. The 1981~1985
plan proposes its further rise.

The reasons for the need for such reorientation of the reprdduction processes
have been thoroughly disclosed and widely shown in the economic literature. .It
was socially and economically perfectly justifiable. But objectively this
meant primarily directing reproduction resources into .a - production sphere
characterized by a relatively high and growing capital intensiveness (for ex~
ample, the capital intensiveness of production of sectors of the fuel-power
complex significantly exceeds the average industry level). This has held back




the intensification process and the growth rate of end economic results. For
example, if in the years of the 10th Five-Year Plan, the capital-investment
structure had not undergone any change, it would have been theoretically pos-
sible to count on a higher than actual growth rate of utilized national income.

The high degree of concentration of capital-investment resources in capital-
intensive sectors of the national economy limits the mobility of its distribu-
tion by sectors of the national economy. In particular, it limits the possi-
bility of more rapid development of less capital-intensive sectors and forms
of production, which is of decisive ‘ importance for the intensification pro-
cess. For example, despite the above-mentioned significant changes of the
capital~investment structure, the machlne—bulldlng share practlcally hardly
changed.

Capital-investment insufficiency for many sectors, which is inevitable with

such a significant change of ‘its structure in favor of agriculture and the
fuel-power complex, intensified the accumulation of their unsatisfied need

for dynamic and proportional development of a number of sectors and realization
of intensification of the national economy as a whole. It should be particu-
larly noted that planning practice runs into insufficiency of resources for

the development of the infrastructure, reduction and elimination of production
losses,; mechanization of labor, renewal of obsolete equipment, overcoming
certain weak spots in supplying capacities with raw and other materials, change
of assortment of produced output in favor of its economical and progressive
types. In the light of the requirements of intensification, these tasks cannot
be postponed, they must be resolved. A marked accumulation is going on of
"deferred demand" for investment resources.

At the same time, it should be pointed out that existing cases of insufficient-
ly rational use of cap1ta1 investment and growing 1nsuff1c1ency of investment
resources have given rise in economic practice to the view that an essential
condition for improved use of resources and regulation of further economic
development is reduction of capital-investment growth.

Actually, there has been a slowdown in capital-~investment growth during the
10th and 11lth Five-Year Plans. This is due to the need to reduce tension

in the national economy and to shift the center of gravity in investment activ-
ity from expansion of resources to raising their technical level and quality.
But this practical economic maneuver has not been realized sufficiently consis-
tently. Despite the reduced growth tempo of capital investment, the construc~
tion front (growth of aggregate estimated cost of facilities being simultane-
ously erected) continued to expand, the share of started construction has
grown, scattering of capital investment has not been reduced over a large
number of carry-over and newly started construction items and the cost of a newly
started unit of capacity has risen. It therefore appears advisable to have

a simultaneous implementation of measures for radlcally improving capital-
investment use and for maintaining investment ‘activity at an adequately high
level.

The need not to reduce but to boost somewhat investment activity within objec-
tively permissible limits is dictated by a number of circumstances, including




tasks of creating durable ' bases for deepening of production intensification.
Thus production intensification presupposes acceleration of processes of renew~
al of the existing production apparatus and the replacement of actually obso-
lete fixed capital. According to our calculations, during the last 5-year
period of the 20th century, the need for capital investment for replacement

of retired fixed production capital is significantly growing compared to the
10th Five~Year Plan. There is a growing need for compensation of further
reduction of the growth of labor resources engaged in material Production

and additional growth of the capital-labor ratio. The continuing tendency for
growth of the capital intensiveness of the fuel industry and agriculture also
requires additional resources. Moreover, in a number of sectors and regions,
especially where significant labor resources are to be found, it will be neces-
sary to carry out new construction. For growth of production efficiency,

a significant expansion will be required of housing-everyday and social~cultu-
ral construction. o

Under these conditions, further slowing down of the growth rate of capital
investment would lead to a sharp and absolute reduction of resources for ex-
panded reproduction and for an active structural reorganization of production.
For this reason it would appear to be timely and important in determination of
prospects of economic development to aim at finding possibilities for a certain
Tise in capital-investment growth rate. Naturally they would have to be

aimed not at an extensive expansion of the production apparatus, bringing

with it an increase in the number of work places but primarily at moderniza-
tion, requipment and reconstruction of existing production and replacement of
physically obsolescent equipment with new high~efficiency equipment and at
increasing the volume and share of equipment as part of capital outlays without
a significant increase of construction and installation work.

The solution of tasks of providing expanded reproduction and deepening of

the process of intensification of production operations also requires the
correction of structural policy and maneuvering of capital. investment for the
purpose of attaining as large as possible end economic results. The necessity
of raising the technical level of the production apparatus and of wide-scale
introduction of resource-saving technologies and, in the final analysis, of

a significant rise of labor productivity bring to the foreground questions

of further development and boosting of the technical level of machine building.

It plays a decisive role in providing technical prerequisites for production
intensification. This, like a number of other circumstances (for example,

the need to expand the country's export potential) determines machine-building
development (first and foremost manufacture of production equipment) as a pri-
ority-direction in technical and structure development over the long term and
in allocation of economic resources.and the search for a mre rational structure
of capital~investment allocation allotted for the agroindustrial complex. A
tremendous resource: for increasing the end production of the complex lies in
sharply curtailing losses of agricultural production. Measures for realiza-
tion of this task are less capital intensive as a rule than measures relating
to growth of agricultural production. In particular, increasing the volume of
used grain through reduction of its losses requires almost one~quarter less in
cost than its additional production (computed per production unit). Whereas

1 ruble of capital investment in agriculture during the 10th Five~Year Plan




results in 10-15 kopecks of growth of its production, that same ruble aimed at
the elimination of losses:could have produced end production of more than 80
kopecks for the agroindustrial complex. Thus curtailment of losses of agricul-
tural production is a priority direction in boosting the effectiveness of
expenditures within the framework of the agroindustrial complex.

Losses of agricultural production are frequently due to inadéquacy of technical
equipment in agriculture and to the lag. of capacities for transportation,
storage and quality processing of finished agricultural production.

The elimination of these causes would require improvement of the structure

of the material-techical base of the agroindustrial complex. In the '70s, it
(in terms of production capital) changed in the following manner: the share

of the first sphere of the agroindustrial complex (the production of means of
production for agriculture, food and light industry) and the second (strictly
agriculture) grew while the share of the third (light and food industry) became
smaller. As a result, somewhat more than one-fourth of the fixed production
capital of the agroindustrial complex belongs to the first and third sphere,
while somewhat less than three-fourths comes under the share of agriculture.

At the same time, in countries with a highly-developed and effective agroindus-
trial sectors of the economy, the share of the first and third spheres amounts
to roughly two-fifths and the third sphere (agriculture)--three-fifths. Higher
effectivenes of the operation of the agroindustrial complex preupposes a change
in the distribution of resources among the spheres of the complex in favor of
production of the means of production and expansion and rise of the technical
of _capacities for ,processing of agricultural production. . :

For this end it makes sense, in our opinion, to use the portion of funds allo~
cated for agricultural land reclamation. The total fund of improved land
amounts to more than 35 million hectaresiand is a powerful factor for stabiliza-
tion of farming, the source of productivn of one-third of the gross production
of crop farming. At the same time, the capital irvestment allocated for land
improvement is still not providing a full return. On improved land, there is

a shortfall of roughly one~third of harvested production compared to.the pro-
jected amount. This is primarily the consequence of the fact that considerably
more attention (and funds) is being paid to new water-management construction
and disproportionally little attention is being paid to the economic develop-
ment and increased yield of reclaimed land. For its agricultural development,
only about one~tenth of the total volume of capital investment for is.allocated
for landmreclamation.

Major possibilities of raising production efficiency lie in increasing economic
initiative and responsibility of primary production units--associations and
enterprises. Realization of the decree of the CPSU Central Committee and the
USSR Council of Ministers "On Additional Measures for Expanding the Rights

of Production Associations (Enterprises) of Industry in Planning and Economic
ActHiwvity and for Increasing Their Responsibility for Work Results'" is of
tremendous importance for the realization of reserves existing here for produc~
tion intensification and higher efficiency. It is aimed at ensuring fuller
correspondence between the production activity of associations and enterprises
and social needs and strengthening of their interest in maximally full use of




their available production capabilities for raising the efficiency of existing
production. At the same time a centrally organized system of economic levers
is intended to create locally those economic conditions that would orient
operational units to priority observance of nationwide interests in the process
of plan development and fulfillment. This is most pertinent.

Practical operational experience shows that an uncorrected economic mechanism
leaves them wide room for actions performed ostensibly in the interest of '
cost accounting yet resulting in impairment of national-economic interests.

Here we have in mind washing out of a cheap assortment of many goods, pressure
on wholesale prices (ito which in a nurber of cases state price-forming organs

yield in the final analysis), consistent overuse of wage and bonus funds
whose growth is found to be insufficiently strictly connected to the end opera-
tional results of enterprises and associations and to the fulfillment of produc-
tion volume plans, assortment of products and to labor-productivity plans,
existence of above-norm stocks of physical assets (used by way of uncontrolled
volume with other enterprises for nonplan obtaining of deficit resources)

and the like. This means that the expansion of economic rights of enterprises .
and associations should be carried out in a single complex of measures relating
to the improvement of the economic mechanism as a whole (planning, economic
stimulation, organizational structure, current management and control) and
balanced with measures for increasing the economic responsibility of enterprises
and associations for the satisfaction of social needs and effective utilization
of economic resources granted them for management. »

The central question continues to be the problem of improvement of planning.
The fact is that the plan is that core around which the system of economic
mechanisms must realistically and reliably operate (economic norms, material
provision of funds for the development and stimulation of enterprises and
others). But repeated change in the course of a year of plan targets reaching
ministries makes feverish the operation of enterprises and upsets the stable
purposefulness of their work. For this reason, in addition to measures for
eliminating petty surveillance of enterprises, it is necessary to prepare
changes in the procedure of planning, making it possible to realistically in-
clude enterprises in working out of plans and providing for their stability.

Expansion of the process of intensification, broadening of associations' econ-
omic independence and growth of their role in the planning process presupposes
a higher degree of concentration and the forming of an effective structure for
associations reducing the number of external ties and strengthening internal
ties necessary for the attainment of the end national-economic result.

The occurring process of forming associations (to the slogan of reducing the
link character of management) has not definitively solved problems of creating
an optimally built and organizationally strong primary unit of production.
Many associations are such only formally. The reason is that this process
goes on within the framework of departments and is subordinated to an already
existing departmental structure. In many cases, it has been impossible to
attain a truly effective organization for associations because of enterprises
belonging to different departments.




In the forming and improvement of the association structure, in our opinion, we
should be guided by the principles of concentration, specialization, coopera-
tion and combination of producition (while taking into account the shared charac-
ter of production processes, similarity of production output, complexity of
processing raw materials and so on). At the same time, it is necessary to
keep in mind that a created association is intended to satisfy a certain end
social need (for example, an association of the machine~building type should
have for its objective not simply the production of a certain type of equipment
but should also expand its functions to its installation at enterprises that
are being built or reconstructed and to after-sale servicing of it at the
user's site.

The question is repeatedly raised in the press on the forming of production
associations on a nondepartmental basis. It is quite clear that its solution
is becoming increasingly obvious. The attainment of such an approach will
make it possible to weigh the efficiency of departmental structure and to
increase or reduce the number of secondary and higher levels of sectorial
management.

Thus, analysis of certain aspects of the present stage of intensification

of _public production shows that its further progress will primarily depend

on the solution of such most important economic planning tasks as strengthening
of balance in economic growth, improving the structural policy and scientific
validity: of priority directions in the use of limited production resources,
raising the level of planning and improving the organizational structure of
management.

COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovoye khozyaystvo", 1983
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PLANNING. AND PLAN. IMPLEMENTATION

PRINCIPLES OF COVMPLEX PLANNING REVIEWED
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 10, Oct 83 pp 11-20

[Article by B. Smekhov, professor and dévtor of economic sciences: "The
Principle of Comprehehsive’ Plannlng ]

[Text] One of the most important problems solved in. workinglout plans for
the country's economic and social development is the provision of plan inte-
gration. Developed socialism is characterized by an increased complexity of
intersectorial and interrayon ties, and their disruption in one sector is
reflected in the entire national economy.

In a speech presented at the June (1983) Plenum of the CPSU Central Committee,

Yu. V. Andropov noted that we have accumulated definite experience in comprehensive
planning, citing the Food and Energy Programs as examples, ''However,' he
continued, '"the shortcomings in our planning are also well known: the un-
substantiated dispersion of resources, the lack of plan balance, and the gap
between the commodity goods and the income of the population."l

What is the essence of the principle Of comprehensi ve plannlng and what. ape -
the means of its- subsequent 1m.plementatlon9

Essence of the Pr1n01ple of Comprehensgive Plannlng

The basic method of socialist planning is the balance method. This follows
primarily from the economic. law of planned development, whose requirements
are realized by means of planning. Establishing the .correspondence between
resources and their application within the entire system of interrelated
material, labor and cost balances is objectively necessary and possible in
socialist economic management.

Certain plan assignments, particularly those of an organizational character,
do not require balance tie-in with resources. However, in the overwhelming
majority of cases, the reality of plan decisions is conditioned by their pro-
vision with materials, labor and financial resources. Therein lies the gener-
ality of the balance method of planning at all levels of management.

Sometimes the balance method is also equated with such planning methods as

the normative, target, etc. However, in a quantitatively determined form,
neither a norm nor a target assignment can .be established without a balance

10




tie-in of resources and. their application. Moreover, and this is the main
‘point, it would be wrong to reduce the balance method .to the balance form.
Specifically, scientific methods of balance work include the normative method,
since progressive norms are the basis for coordinating resources with the
demand .for them.

The economic laws of socialism operate within their interrelation. If the
balance form directly reflects the requirement of the law of planned develop-
ment, then the content of the balance method represents a goal-oriented,

most effective coordination of resources with their application, dictated

by the requirements of the basic economic law of socialism and the law of
continued increase in the productivity of social labor.:

One of the scientific methodological bases for the development of balances is
the application of the principle of comprehensive planning. It is closely tied
with Lenin's idea of the unity of the entire system ot plan decisions at all.
levels. "All the plans for individual sectors of production," said V. I,

Lenin at the 8th Congress of Soviets, "must be strictly coordinated, tied
together, and together must comprise that single economic plan which we need."2
It is no accident that V. I. Lenin, dedicating his article to the GOELRO

[State Commission for the Electrification of Russia] plan, entitled his article
"On a Single Economic Plan."

The essence of the principle of comprehensive planning consists of the fact that in
socialist economics, not a single plan decision should be adopted outside of
its connection with the national economic whole. This principle not only does
not contradict, but also presupposes economic management on the basis of
democratic centralism, Undoubtedly, numerous questions of management and
planning at the enterprises themselves do not require any changes in the
basic inter-economic ties and must be resolved locally, on site. 'We must
fight," wrote V. I. Lenin, ”against any 'sort of banality and efforts to
establish uniformity from above... Unity is not disrupted in its basiec,
radical, essential form, but rather is ensured by multiplicity in detail,

in local peculiarities, in means of approach to a matter...".> However,
questions of the development of individual regions of the country and seg-
ments of the economy which touch upon other regions and segments must be
resolved only in a coordinated manner and require comprehensive coordination
with plans for the development of the entire national economy.

Comprehensive planning presuposes plan balance, but it not reduced to it. Balance
means correspondence of certain indicators to others, for example, tasks for
phoduet production in certain sectors to the planned volumes of their con-
sumption in others, tasks on the growth in labor productivity to the planned
distribution of labor resources, etc. However, in each specific period such
balance may be achieved with the most varied levels of effectiveness, depend-
ing on the end results of activity of the planned group of sectors or the—entire
- national economy. However, the principle of comprehensive p}anning requires
subordination of balance between the parts to the interests of the whole--

the provision of maximally possible end results with minimum expenditures.

This is unrealistic without plan balance, but only a comprehensive target
approach to the variants of the latter makes it possible to realize the achieved
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maximum in the end results.

The objective possibility of harmonic development of a multi-sectorial
economy as a single whole first emerges on the basis of public ownership of
means of production and is.realized by means of planning. However, the
planned nature of the socialist economy does not exhaust its integrity.

The direction of the development is important. - After all, balance in the
economy is not an end, but merely a means toward attaining an end. Therefore,
not all kinds of balance in the development of economic sections answer the
integrity of sbcialist economics, but only those end. results which are
subordinate to a maximally possible degree to requirements of the basic
economic law of socialism, the goal of increasing the public well-being,

At the same time, we cannot forget that we are speaking of the integrity of
economic sections which, though. interrelated, are nevertheless qualitatively
different. First of all, the end results of their operation are qualitatively
different, i.e., those results which satisfy the needs of other sections of
the economy. Furthermore, the needs to which. the development of the national
economy is subordinate are qualitatively different., Therefore, complex plan-
ning of the economic system presupposes the substantiation of certain structu-
ral changes within the planned complex.

The coordination of the goals pursued by different sections for the purpose

of the entire national economy represents a difficult problem. Its practical
solution depends not only on the quality and balanced nature of the plan, but
also on the efficiency of stimuli for fulfilling contract responsibilities to

consumers.

Integration of Multi-Deéddline Planning =~ = s

~ Long-term, medium-range and annual plans; while differing significantly from

each other, at the same time form -an integral whole subordinated to a single pur-
pose. Therefore, it is éorrect to speak of comprehensive planning for different
time periods. The strategic and tactical tasks for socio-economic develop- '
ment are solved simultaneously in plans for any time period. However, the
methods of their solution and not uniform and depend on the duration of the

plan period.

Annual plans contain concretely defined tasks which are dictated by long-range
problems. This relates primarily to programs in construction, geological
survey and project design work, personnel training, etc. Such annual tasks
may be substantiated .only in. the.long-range plan from the standpoint of the
_ultimate goal of developing. the socialist economic system. In particular, the
~‘accumulation fund cannot be substantiated either by volume or by material-and
physical composition without the aid of long~range. computations for a number
of coming years. The facilities and. locations which will become operational
in the course of the year are, as practice has shown, 97 percent predetermined
by the inventory of semi-finished products created in past years. The re-
construction, - expansion and new construction of production facilities begun

in the current year will yield their effect on increasing the public well-
being far beyond the limits of this year. Which variants of newly started

12




construction are the most preferable? Only comprehensive national economic
computations for 10-15-20 years make it possgible. to answers this question.

At the same time,ilqng—term plan projections.develop by five-year and annual
periods, since the sequence of .implementation of long-range type work determines
the dynamics of a balanced economy. In particular, it is necessary to fore-

see such deadlines for start and completion of construction of specific
facilities as would ensure synchronous growth in capacities throughout con-
tiguous sectiors and in the necessary proportions.

V. I. Lenin stressed that "it is impossible to work without having a plan
computed for .a long-term period and aimed toward serious success."? At the
same time, he believed that the realization of such a plan requires maximum
attention to the current plans. Referring to the GOELRO plan book, V. I,
Lenin wrote: '"When I have before me the people who wrote this book, I would
point their noses not at the book, but away from it--toward the questions of
current economic plans." Further there follows a specific indication of the
distribution of forces in the Gosplan: "1-2 subcommissions on electrification,
9-8 subcommissions. on current economic plans."5

Thus, the point is not in the "importance" and "unimportance" of plans for dif-

- ferent pericds, .but in a comprehensive approach to their ¢oordination. With such -
an approach it becomes evident that even in a five-year plan without specific
computations for 10-15 years ahead, the construction program ecannot be.sub-
stantiated in a comprehensive manner more than half-way from the standpoint

of the ultimate goal of economic development., The following computation is
evidence of this fact. '

In the 10th Five~Year Period, the volume of state capital investments comprised
568.3 billion rubles. Of these, no less than 346 billion rubles, or 66 percent,
could not affect the satisfaction of ultimate'needs within the limits of the
10th Five-Year Period. (This includes 108 billion rubles invested in unfinished
construction for the end of the five-year period and around 238 billion in~
vested in fixed capital placed into operation in the period from mid-1979 to

" the end of 1980).  This means that in the five-year plan approximately two-
thirds of the capital investments require substantiation of their distribution
by sectors, rayons and facilities from the standpoint of needs for a future
period beyond the planned five-year period.

One of the reason for underutilization’ of capacities in the processing sectors
is the fact that growth in the capacities of raw material sectors has lagged.
Such non-correspondences were noted in machine building and certain other
sectors, The root. of.the disbalance in capacities lies in the absence of the
required integration of plans for different time periods.

It would be a gross.error. to say that general predictionsvalone.could suffice for
10-20 years shead. The. comprehensive program of scientific-technical, progress

for 20 years is.intended for substantiation of plans for 10 years and for the
forthcoming five-year period. Therefore, it must first of all be balanced and,
secondly, sufficiently specific at least on the part of major capital construc-
tion,
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There are questions whose solution does not. require going beyond the limits
of the yearly period in planning. For example, in planning the provision of
balance in supply-and demand, the center of gravity, naturally, is shifted to
current planning--annual, quarterly and monthly. However, the possibilities
of solving the problem of balance are generally limited by those proportions
between the productive capacities of different sectors -which are formed as

a result of fulfillment of long-range plans for capital construction. It is
only in that measure to which the same capacities allow the manufacture of
products of different type and grade dimensions that current planning is free
in selecting variants of production and consumption.

Long~range plans play a decisive role in formulating the proportions between
non~interchangeable capacities. The nomenclature of such capacities is very
~great and encompasses approximately 60,000 aspects of production. However,
this does not mean that all of them must be centrally planned and that their
construction must be included in.the state long-range plan. The limitations
adopted in practical application are fully substantiated. The USSR Council of
Ministers ratifies the title lists of only the most important construction
sites of production purpose, while the USSR ministries and- departments and
the union republic councils ofministers ratify the title lists for construction
sites with estimated cost of 3 million rubles or most in accordance with the
USSR Gosplan. All other sites with estimated cost under 3 million rubles are
ratified by the appropriate sectorial and territorial organs without coordina-
tion with the USSR Gosplan within the general limits of capital investments.
However, regardless of which sites are ratified by whom,. the long~term plan
must be substantiated by a specific distribution of the production savings
fund between different types of capacities. This is important in principle
for ensuring comprehensive planning through time.

In connection with this we must speak of one of the manifestations of thought
inertia., Sometimes the presupposition that the duration of the plan period
determines the degree of specificity of plan assignments is encountered in the
liteéerature. This is true if we keep in mind, for example, the assortment of
bakery products, the selection of fabrics by article, the assortment of ball
bearings by size, and the specified grading of rolled stock. However, the

plan for increasing productive capacities is quite another matter. Only in

the long-range plan can specific sectorial proportions of increasing capacities
and their location with distribution by year within the perspective period be
substantiated. Without such substantiations, it is necessary to plan new
construction starts and reconstruction as being approximate to a certain degree.
The negative consequences of “absence of necessary complexity in multi-deadline
plans are expressed in the tension of balances for many means of production

and in a certain non-correspondence of the newly created work areas with the
possibility of their provision with qualified workers.,

The absence of the necessary integration in multi-deadline plans often facili-
tates substitution of the plan by a prognosis. Here different questions are
mixed together.. The prognosis.answers the. question: "What will happen if?...",
while the prineiple ofintegration in multi~deadline plans requires an answer

to the question: "What must we do to move toward our goal more rapidly?"
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Obviously, predictions.of. demography,. scientific-technical progress, . and mineral
reserves are necessary for long-range planning, ‘but the plans themselves, no
matter what. period they are compiled for, are programs. of action. Academician
S. G, Strumilin noted that "the longer the times of long-range planning, the
less reliable the methods. of. long-range.prediction .appear, but the broader

the perspectives for conscious attainment of the tasks presented by6the plan

in the presence of reliable management with long—term perspective.

Five-year and annual planning objectively requires coordination with the long-term -
berspective. Therefore, a cvomprehensive program of scientific-technical progress
for 20 years, in our opinion, should be augmented by. a balanced long~-term plan
for the country's economic and social development and presented by five-year
periods. Of course, the latter may in many sections be expressed by aggregated
indicators, but it must be specific in terms of the construction of major
facilities, scales and directions of geological survey and survey project work,
and preparation of . engineering—technical pettsonnel and workers according to
professions and specialties.

Integrating Sectorial and Territorial Planning

The obJective basis for complex coordination:of plans for the devélopment of
sectors and regions is unity of the ultimate purpose. However, the local goals
of sectors and regions may not coincide. For example, for one sector it may
be easier and more economical to set up a network of enterprises in settled
regions, with ready communications and a developed infrastructure. At the
same time, undeveloped regions require that the product.of 'this sector be pro—
duced on site. From a social point of view--from the standpoint of the ul-
timate goal--it may be necessary to resolve the question in favor of the un~-
developed regions. In other cases, the desire by local organs to develop
primarily those sectors.which are in some way more beneficial to the region
must be curved if this detracts from the interests of sectors of all-union
specialization. In such cases, all the regions and sectors ultimately "win
out", since the improvement in the end results of social production on the
whole increases the possibilities of satisfying the basic interests of the
people. v

In practice, the coordination of sectorial and territorial planning encounters
certain difficulties., Evidence of this fact may be crossing and inexpedient
shipments, delays in the development of a productive and social infrastructure
by the sectors, particularly in newly developed regions, difficulties in
providing newly operational enterprises with a work force, lack of coordina-
tion in times for creating capacities of.contiguous sectors:in the regions,
etc.

The coordinatlon of the country's interests with those of the union and auto-
nomous -republics plays a great. role in ensuring integration of seectorial and
territorial planning., In his speech, "Sixty Years of the USSR," CPSU Central
Committee Secretary Gemeral Yu. V. Andropov said:v'"Modern.productive forces
require integration even when we are speaking of different countries. More~
over, they require close. and skilled association of efforts by different

regions and republics within the same country. The most prudent application
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of natural and. labor resources and climatic peculiarities in each republic

and the most rational inclusion of this potential into the all-union potential--
this is what will bring the greatest benefit to each region, to each nation

and nationality,.as well as to the state as a whole." For this, as indicated
in the speech, "it will be necessary.to further improve the location of pro-
ductive forces, regional specialization: and cooperation, schemes of economic
ties and shipments. The task, of course, is not an easy_one, but its time

has come and its solution promises significant benefit."

What are the means of solving this problem? We believe that the main point
consists of developing and improving long-term planning. Significant changes
in the geography of sectors and in the sectorial structure of economic manage-
ment of union republics and economic regions require considerable time. iIn
spite of the importance of reconstruction and technical re-~tooling of operating
enterprises, new construction sites cannot be rejected, particularly in the
eastern and northern regions of the country. However, the question is: what
construction should be begun, and where? In order to ensure a dynamic balance
of the capacities of different sectors introduced into operation in a terri-
torial cross-section, there is no other way but to work out current plans

for new construction starts based on a long-term specific program of locating
productive forced. Such a program is nothing other than a title list of
capital construction planned for at least 10-15 years ghead.

Obviously, such a title list may be limited to major construction.sites. These
are relatively few, but the overwhelming portion of capital investments is
directed toward them. At the present time, construction sites with cost ex-
ceeding three million rubles comprise one~third of all production facilities
under construction, and by estimated cost--95 percent of all construction
sites.

Stebility of construction programs is necessary for ensuring comprehensive de-
velopment of sebtors.apd.regions, It also depends on the concretization of'long—
range plans in the form of a list, time estimates, locations and cost of

future major sites. However, this is only one of the conditions for plan
stabilization., It is necessary to change the order of formulating title

lists for capital construction in the five-year plams.

Correcting of the estimated cost of construction sites in the direction of in-
crease significantly puts off the times of operational introduction of the
facilities. It entails correction of plans in machine building, production
of building'structuresﬁand conStruction,materials, metallurgy, etc., All this
disrupts the coordination between the development of sectors and regions.

One of the main reasons for correcting plans for capital construction is that
in the basic plan document--the five-year plan--most facilities under con-
struction have only a preliminary noted cost estimate. As a rule, it is
quoted lower to be more.easily included in the title list proposed by the
construction ministries. An analysis of. the survey data for most enterprises
placed into operation after 1970 showed that the cost of construction turned
out to be 14 percent higher as compared with the estimated cost in the food
and light industry, and 10 percent higher in the building materials industry,
with a significant lag in the technical-economic indicators behind the planned
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values. All this entails serious changes. in' the proportions laid down in the
five-year plan, as well as a. disruption in the integration of.sectorial and
regional development. Therefore, it is expedient to:create guarantees of
invariability. of the basic. parameters for building sites included in title
lists for. the five-year plan. One of the guarantees:is seen as the pro-
hibition of inclusion of sites and facilities not having ratified plan-
estimate documentation in the title list for the five-year period (and not
only for the one-year period). The five-year period is not such a long time
that it is impossible to comprehensively substantiate the estimated cost of
a facility even if its construction start is dated to the last year of the
planned five-year period.

- Aside from this, it is evidently necessary to intensify economic stimuli for
increasing the accuracy of cost estimate computations at the planning stage.
The low cost of our project plans, whose price comprises 1-2 percent of the
cost of the planned facilities (as opposed to 10-15 percent in world practice)
ends up with large additional expenditures in the process of building and
operating the facilities, covering many times over the savings in planning.

Comprehensive Planning of Material, Labor and Cost Proportions

The objective necessity (and not only the possibility) of planning the national
economy signifies the need for conscious determination of the best means of
utilizing resources for maximally possible. satisfiaction of the people's needs.
However, neither capacities nor needs show up directly in cost form. Only
after the material-physical and labor connections in the national economy are
established is it possible to substantiate the necessary changes in cost,
commodity-monetary ties and to determine the dynamics of cost standards, rates,
incentive - funds, etc.

Thus, the development of a plan for emsuring integration of material, labor

and cost forms of reproduction presupposes a certain sequence in establishing
adequate indicators in accordance with their objective interdependence. The
selection of - the bestuvariant £6r joining material-technical labor resources
from the standpoint of the ultimate goal--this is the problem which is pri-
marily solved in planning. This does not require specific cost forms. Obviously,
-comparable prices utilized for determining the dynamics of physical volume of
certain material goods are not related to them. The entire system of specific
plan cost-indicators is subordinated to the task of fulfilling the material

and labor assignments.. The balances of income and experditures:by the state,
organizations and the population are built on the basis of planned prices,
tarrifs, labor wage standards, deductions to incentive funds, etc. All this
may be determined for the planned period only on the basis of already establish-
‘ed material and labor proportions of national economic development.

Any economic computations are bilateral: they represent computations of ex-
penditures and computations of the effect obtained from the expenditures. Ex-
penditures have different forms, but are alike in their essence. Therefore

they are reduced to.a single entity by means of a common unit of measure-—-
expenditures of social work time, and with consideration for labor reduction--
expenditures in a monetary expression., However, the effect from the expenditures
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in the overwhelming majority of cases requires the comparison® of different
elements.cbmprisingithis effect., Such a comparison may be performed, but

only not according to the formula of "less-more", but by the formula "worse-
better". If we are.speaking of an industrial enterprises, the question

arises regarding evaluation of the quality of the entire product assortment
from the consumer's standpoint.. If we speak of trade, the question arises
regarding the evaluation .of correspondence between structures of supply and
demand. In order to determine effect in the scope of all social production,

it is necessary to .compare the entire totality of elements of final consumption
with the complex of society's needs.

The desire to evaluate a plan decision in all cases and at all cost by means
of a single universal unit of measure has no objective basis and leads to
fetishization ‘of the "gross" in its various manifestations. TFor example,
‘what does an'8l~time dncrease in-the grosé production of machine building and
metal - proces51ng in comparable prices in 1982 as compared with 1940 mean? The
production of ferrous metallurgy has increased by 13 times in this period,
while the production of ferrous metal rolled stock has increased by 9 times.
What, then, has been the reason for the gap in growth rates of the contiguous
sectors? Could it be that the level of complexity and quality of machine
tools and tractors has increased nine-fold in this period (81:9)? Of course
not. However, the production of machine building has almost fully renewed
itself, but the cost of processing new products computed per ton of utilized
metal included in the comparable prices has increased several times over.

For long~term periods,.only the tewm "comparable prices" remains. How can

we determine the real dynamics of production if its composition is renovated
and its structure changed? Strictly speaking, the very formulation of the
question is just as incorrect as the effort to determine how much greater

or less an automobile is by consumer cost than a television set.

The dynamics of production and comparable prices is capable of reflecting
only the changes in the mass of labor of identical productivity, personified
in different combinations of consumer cost. This, of course, is an important
indicator. However, first of all it cannot be given the meaning of a growth
description of physical volume of production. Otherwise, we will never rid
ourselves of the "gross" fetish. Secondly, the comparable prices for new
products must be established with a significant price correction for its
realization, which makes it possible to determine the cost of a new product
under base year conditions, Third, and this is the main point for integration
of natural and cost proportions~—~all the computations performed with the

use of comparable prices must be verified by the system of natural, material
and labor balances.

Comprehensive Satisfaction of Ultimate Demands -

By ultimate we mean .demands whase satisfaction is directly tied with the goal
of socialism--with an increase in the people's standard of living, We must
distinguish objectively existing demands (K. Marx called them absolute ),
which do not depend on the available capacities for their satisfaction, and
solvent demands. Absolute demands develop under the influence of mastering
the production of new types of products. For example, color televisions have
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entered the sphere of such demands only after their production became possible.
However, at any given moment, absolute demands are subject to determination
with the degree of precision which is required for working out a strategy

of economic development. ~ Scientifically determined prudent nutrition standards
are a component part of absolutle demands, and were the orienting factor in
working out the USSR Food Program.

Solvent demands and demands in general, which are subject to full satisfaction
in the given plan year, are a different matter. They depend on the productive
capacities. Striving to move closer to the satisfaction of .absolute demands,
we at the same time determine that level of social production which conditions
the level and structure of planned solvent demands, as well as free services.

What, then, does the problem of integrationin planning the satisfaction of
ultimate demands consist of? ‘Absolute as well as solvent demands comprise a
set of qualitatively different elements which are not comparable with each
other by their benefit, and which at the same time form a single whole. The
following two circumstances are important for planning methodology.

First of all, the set of ultimate demands cannot be éxpressed in a single
number. Qualitative differences in demands cannot be reduced to quantitative
ones, 'What is the prerequisite for all 8uantitative differences in things?
Their identical feature is their quality"”, wrote K. Marx. From this it
follows that a comparison of various complexes is possible only according to
the formula "worse--better," and not "less-more." Usually the better complex
requires greater expenditures., However, this does not mean that with a 10
percent increase in the expenditures the standard of living will also in-
crease by 10 percent. The growth in per capita real income is an important
indicator, but it does not reflect the structural changes in satisfying
demands. Therefore it is clear that it is impossible to plan the national
economy pomputing only for the maximal increase in the real income of the
population, regardless of the change in the structure of goods turnover

“and services offered to the population.

F. Engels wrote that in a soclalist society "the plan will be determined
ultimately by weighing and comparing the beneficial effects of wvarious objects
of consumption with each other and with the amount of labor necessary for
“their production."lo Some economists interpret this position as if it dealt
with a direct quantitative commensuration of objects of consumption. In
reality, however, weighing and comparing goods of different quality of non-
productive function is done by the only possible method of comprehensive
evaluation of various sets of these .goods. With consideration for different
urgency in the growth of consumption of components within the standard of
living, a sequence is being noted toward the transition from worse sets or
complexes of these components to better sets or complexes.

Secondly, an important cireumstance for the methodology: of comprehensive
‘planning to satisfy ultimate demands is . the fact that a significant, practically
significant increase in the capacities for improving the standard or Living

- cannot be turned to individual elements of the demand complex without con-
sideration of all the other elements. As a rule, such consideration signifies
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the need for planned.change in the values of all components within the com-
~plex in proportions dictated by the transition from worse complexes to better
"ones. Of course, such a situation may also arise in which #t is expedient
to utilize additional capacities for increasing the values of those components
which at some stage of planning could not be brought into correspondence with

the others.

In speaking of increasing the living standard, we must remember that it is

. not reduced to the consumption of material goods, but includes.all that which
is worthy of being called socialist civilization, as Yu. V. Andropov said at
the June (1983) Plenum of the CPSU Central Committee.11 This includes also
the growth of consciousness and culture, including domestic .culture, behavior,
rational consumption, exemplary social order, health, prudent nutritionm,

high quality of service to the population, and full use of free time from a
moral-aesthetic point of view. Along with norms for the consumption of mater-
ial goods, it is necessary to provide in the living standard complex also
norms for average annual fixed capital in different sectors of the non-
productive sphere computed per capita of the population. From the standpoint
of long-range planning, this is sufficient for the complex of living standard
indicators to contain all the components of socialist civilization,

The problem of evaluating plan implementation is complex if it is better ac-
cording to certain components but worse in others. The effort to establish
a general percentage of plan implementation is non-uniform, as in all cases,
when we speak of a totality of different quality elements. Here is a simple
example: an enterprise, having fulfilled its plan on volume of production
realization, has over-fulfilled the plan for delivery of some products and
underfulfilled it for others. How do we evaluate the overall total of im~
Plementing the delivery plan? Strictly speaking, this evaluation can only

be qualitative, with consideration of the consequences of allowed deviations
from the plan. 1In exactly the same way, in evaluating deviations im- the’:-
actual structure of consumption from that which was planned, specific qualita-
tive analysis is required., Also, we do not exclude the possibility that the
deviations may turn out to be necessary in some way and that life can correct
the previously envisioned sequence of transition from worse to better indica-

tor vectors.

Only certain aspects of comprehensive planning have been examined in this awti-
¢le. These and other aspects of plan computation integration are interrelsted in
the process of plan development. Modern electronic computers present great
possibilities for: comprehensive and effective application of the principle

of planning integration. However, the application of these capacities requires
strict adherance to'a theoretically substaitiated sequence:in coordinating
long-range plans with current plans, sectorial tasks with territorial ones,
material and labor proportions with cost proportions, and subordination of
target plans for improving the living standard for the entire set of consumption

indicators and socialist civilization.
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INVESTMENT, PRICES, BUDGET AND FINANCE

EXPERTS ANALYZE CURRENTHNATIONAL INCOME TRENDS
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 11, Nov 83 pp 31-39

[Article by F. Klotsvog, G. Abdykulova, N. Granovskaya, and L. Chernova,
under rubric "Long-Range Problems: The Specialist's Opinion': '"Certain
Tendencies in the Development of Economic Proportions']

[Text] The advancement of the Soviet economy during the years of the 10th
Five-Year Plan and the first two years of the 1llth Five=Year Plan led to the
further growth in the country's economic might -- the reinforcement of its
material-technical base, the considerable increase in the scope of production
and rise in the qualitative level of the production and scientific~-technical
potentional, and the rise in the national welfare. In this direction one

can sense an improvement that was achieved during the first half of 1983.

The volume of national income used for consumption and accumulation increased
in 1982, as compared with 1975, by 29 percent, and industrial output increased
by 32 percent. Four-fifths of the national income is used directly for the
population's consumption, housing, and social and cultural construction.

The real income per capita of population rose by 22 percent during 1976-1982.

At the same time, as was noted at the November 1982 Plenum of the CPSU Central
Committee, our economy's changeover to the path of intensive development has
been proceeding slowly. Under the changing conditions it is necessary to
carry out a thorough analysis of the processes of intensification in order to
ascertain the system of factors that have been affecting its development.

An effective instrument for .carrying out this analysis might be the consoli-
dated dynamic model of the interbranch balance sheet.

This article presents certain results of research dealing with the analysis

of the development of the USSR national economy, which was carried out at the
Sector of Dynamic Interbranch Balance Sheets at NIEI [Scientific Research
Institute of Economics], under USSR Gosplan. On the basis of computations
dealing with different versions, we studied the influence of the basic factors
in the development of the economy — shifts in the structure of the use of

the national income and the final product, tendencies in the change of the
effectiveness of the use of material and labor resources, fixed production
assets, and the indicators of the external economic ties -—- upon the rates,
proportions, and structure of the national economy.
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Evaluation of the Degree of Intensification of Economic Development

During the 10th Five-Year Plan and the first two years of the 1llth Five-Year
Plan, the growth rates for the national income slowed down because of a reduc- |
tion in the growth rates of the primary production resources —- the labor re-
sources and fixed production assets. —- and the insufficient increase in the
effectiveness of social production. Whereas in 1971-1975 the fixed production
assets increased by 51 percent, during the years of the 10th Five-Year Plan
they increased by 43 percent. There was a decrease in the growth in the number
of persons employed in material production. '

The .slowdown in the growth of certain types of production resources during the
two preceding five-year plans was accompanied by a change in the dynamics of
the indicators of the effectiveness of social production. The increase in the
productivity of social labor consisted in the 9th Five-Year Plan .25 percent,
and in the 10th, 17 percent. 1In terms of usuable mnational income, the

yield on capital dropped in the 9th Five-Year Plan by 15.8 percent, and in the
10th by 15.4 percent.

- For a generalized analysis of the influence exerted by these processes upon
the rates of expanded reproduction, we made an attempt to determine the dynam-
ics of the aggregate production resources —- labor resources and fixed assets
-~ as the primary factors of economic growth.

The evaluation of the aggregate production resources was carried out by
reducing the basic production assets to the labor measurement based on the
extent of the specific economizing of labor resources that is obtained as a
resultofthe1ncreaseinthecap1tal—1ntens1tyof]3bor ‘Our computationsindicate
that the specific economizing of the labor resources on the average for the
national economy constituted, in 1976~1980, 49 persons per million rubles of
increase in fixed production assets channeled into the growth of the capital-
labor ratio. Using that value as the conversion coefficient, it is easy to
determine the dynamics of ‘the aggregate production resources. According to
our computations, the aggregate production resources increased in 1971 1975 by
'17 4 percent, and in 1976 1980 by 15.7 percent. :

Comparlson of the dynamics of the national income with the dynamics of the
aggregate production resources enables one to give a generalized evaluation
of the growth of the effectiveness of the use of the production resources
(Table 1.

Table 1
(in %)
A 1971-1975 1976-1980
Usable natienal income - . 128.0 121.0
Aggregate primary production resources . 117.4 115.7
Aggregate effectiveness of production resources 109.0 104.6

The predominating influence on the rates of growth of the national income was
exerted by the dynamics of the effectiveness of the use of production
resources.
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The cited data constitute the basis for the evaluation. of the intensification
of social production, which is characterized by thé share of the increase in
national income that is obtained as a result of the increase in the aggregate
effectiveness of the primary production resources. As is indicated by our
computations, in 1971-1975 that share was 34 percent, and in 1976-1980, 23
percent. We might note that this share does not coincide with the computations
made by other authors*. This is explained by the fact that, according to

our method, the reduction of the fixed assets to the labor measurement was
carried out for various periods on the basis of a stable value for the coeffi-
cient of replacement of the labor resources by the fixed production assets,
whereas, in the computation made by other researchers, use is made of values
that are differentiated for each period for the coefficient of interchangeabi-
lity among those types of resources. In our opinion, in order to analyze the
level and dynamics of the generalizing indicator of the effectiveness of social
production, it is necessary to eliminate the influence exerted upon its level
by a change in the effectiveness of the replacement of the labor resources by
fixed assets. Otherwise the change that occurs in the economy with regard to
the replacing capability of the fixed production assets artificially reduces
the volume of the aggregate production resources and creates an overstated
idea about the increase in the effectiveness of the social production. -

The lowering of the levels of intensification of economic development can be
overcome on the basis of a considerable increase in the growth rates for

the effectiveness of social production, the acceleration of the growth of
labor productivity, the reduction of material-intensity, and a substantial
improvement of the yield on capital and the effectiveness of capital invest~
ments. During the remaining years of the 11lth Five-Year Plan the efforts of
the collectives at enterprises, sovkhozes, and kolkhozes have been directed
at the resolution of these tasks. These tasks must remain in the center of
attention when developing the economic strategy for the long-range period.

Influence of Capital Investments Upon the Rates of Economic Development

It is well known that the development of the economy in the 10th and 1llth Five-
Year Plans was typified by a reduction in the gap in the growth rates of -
national income and capital investments. Whereas, in the 8th Five~Year Plan,
the increase in capital investments outstripped the growth of national income
by 2 points.and in the 9th Five-Year Plan the outstripping increased to 13, in
the 10th the outstripping was reduced to 8 points. During recent years,
capital investments have been growing at approximately the same rates as the
national income. For example, in 1982, with a growth of national income by
3.9 percent, capital investments increased by 3.5 percent. .

From the methodological point of view, it would appear to be more justified

to compare the dynamics of capital investments during the five-year period not
with the dynamics of the overall volume of national income, but with the
dynamlcs of its increases during the corresponding five~year periods.- It is
desirable at such a time to consider. not the overall volume of capital invest-
ments in the national economy, but the capital investments for production,

* See: A. G. Aganbegyan, "A Key Growth Factor,' PRAVDA, 24 February 1982; D.
" A. Chernikov, "Tempy i proportsii ekonomicheskogo rosta" [Rates and Propor-
tions of Economic Growth], Moscow, Ekonomika, 1982, p 77.
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which have a direct influence upon the growth of the economy. This comparison
provides a direct idea about the level and dynamics of the effectiveness of
the capital investments for production. :

During the period being considered, the reduction in the absolute increases
in the national income was accompanied by a slowdown in the growth of the
capital investments for production. In the 9th Five-Year Plan, as compared
with the 8th, the effectiveness of capital investments dropped by 34 percent,
~and in the 10th, as compared with the 9th, by 29 percent.

The question arises: could the reduction in the effectiveness of capital
investments have been compensated for by the preservation of higher rates of
growth of capital investments in the national economy? Computations convince
us that if, during the 10th Five-Year Plan, the dynamics in the capital
investments for production that occurred in the 9th Five-Year Plan had been
preserved,  their.-actual effectiveness that had developed would have resulted -
in an additional 22 billion rubles of increase in the national income usable
for consumption and accumulation. Under those conditions the average annual
rates of increase in the national income could have constituted 4.9 percent,
instead of the actual 3.8 percent. Society would have received an additional
9 billion rubles of resources for the consumption fund, and the average
annual rates of increase in the consumption fund would have been 4.9 percent,
instead of the actual 4.4 percent.

Consequently, with a slight increase in the share of production accumulation
in the national income it would be possible to compensate almost entirely for
the reduction in the effectiveness of the capital investments for production.
But that is only one side of the question.

Computations prove that, in order to increase the norm of production accumu-
lation, in the real-life economy, there existed a number of objective obsta-
cles that are linked with the possibilities of the expansion of the production
of structural materials, as well as with the limited nature of the labor
resources.

The additional resources of capital investments for production would increase
the need of the national economy for output from ferrous metallurgy, the
building-materials industry, and the timber and wood-processing industry.
There would also be an increase in the need for fuel and emergy resources.
One cannot fail to take these factors into consideration.

At the same time, under conditions of a greater volume of resources of capital
investments for production, there would exist an opportunity to increase the
investments in the branches that produce structural materials and fuel-and-
energy resources by approximately 20 billion rubles. With the level of effec-
tiveness that actually developed with regard to the use of the fixed assets
and capital investments, these additional capital investments could guarantee
the necessary increase in the volumes of output in the appropriate branches.

The buildup of capital investments is being restrained by the limited nature

of the labor resources. As has been shown by the computations, an increase
in the overall volume of capital investments in the national economy, with
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the level that has actually developed with regard to the labor productivity
would require an additional increase in the number of persons employed in

the material production sphere by approximately 5 percent.. Putting it
another way, with the actual number of persons employed, it:would be necessary
to increase the labor productivity by the same amount.

This level of labor productivity could be. achieved if the capital investments
were channeled not into increasing the number of work sites, but into the
increasing of the capital-intensity of labor.

From the statements and computations that have been cited, it follows that
the slowdown in the growth rates of capital investments, in and of itself,

is not a factor in raising the level of intensification of the economy and it
is desirable only to the degree that it can be accompanied by an increase in
the effectiveness of capital investments and by an increase in the return

on each rule of newly activated fixed assets. The slowdown of the growth of
capital investments can exert a positive influence upon the level of intensi-
fication and the balanced state of the social production only if there is a
substantial reorganization of the structure of capital investments,.a con-
siderable increase in the share of the résources channeled into the remodel-
ing and modernization of the production apparatus and into the replacement

of the physically obsolete and obsolescent equipment by new, more productive
equipment.

Capital-Intensity of Social Production and Its Influence On the
Rates and Proportions of Economic Development

During the past 15 years a tendency toward the growth
been noted in a number of branches of the national economy.

In the 10th Five~Year Plan the capital-intensity of production increased con-
siderably as compared with the preceding one. In terms of the produced

" and used national income, and gross social product, the indicators are not
identical, inasmuch as the gap in the growth rates for social product and
produced national income, on.the one hand, and the used national income, on
the other, was noticeably reduced during the 10th Five-Year Plan.

Table 2
(in %)
1966- 1971~ 1976~
1970 1975 1980
Capital-intensity in terms of:
gross social product 103 112 116
prodﬁced national income 102 115 115
used national income \ 105 119 118

A more concrete idea concerning the limits of the change in the proportions
between the growth of the fixed production assets and the increase in the
scope of social production will be provided by a consideration of the dynamics
of the capital=intensity of the basic branches of the national economy and
industry (Table 3).




Table 3
(in %)

1966~ 1971~ 1976-
1970 1975 1980

Industry, total 101 106 116
including: :
electrical-energy engineering 107 101 104
fuel energy 108 108 128
ferrous metallurgy . 115 112 - 123
chemical and petrochemical industry 100 96 117
machine-building and metal-processing 92 93 106
timber, paper, and wood-processing 110 112 127
building~-materials industry : 101 109 124
light dindustry : 104 116 115
food industry : 109 110 122
agriculture : 112 151 132

During the years of the 8th Five-Year Plan the capital-intensity of.industrial
production as a whole was almost stable. If one considers that during the
period that preceded the 8th Five-Year Plan the capital-intensity was substantially
growing, one can easily see the directedness of the economic development toward
the overcoming of the tendency to the growth of thecapital-intensity of social
production. For many branches of industry, such as electrical-energy engineer-
ing, ferrous metallurgy, the chemical industry, machine-building and metal-
processing, this favorable tendency was also preserved during the years of

the 9th Five-Year Plan.

In the 10th Five-Year Plan, despite the substantial limitation of the scope of
buildup of capital investments in the national economy, for purposes of
improving the balanced state and increasing the effectiveness of social pro-
duction, there was a sharp intensification of the tendency toward the growth of
the capital~intensity :of industrial production. . The rates of increase of capital-
intensity for most of the branches ofindustry (petroleum and gas, coal, food,
timber, wood-processing, and woodpulp and paper, the building-materials
industry) increased. In the chemical industry and machine-building, .where,
prior to 1975, capital-intensity dropped during the years of the 10th Five-

Year Plan it began to rise. The rise in the capital-intensity of output occurred
in construction and in transportation.

The increase in capital-intensity im industr¥ andin the other branches of the
national economy was partially compensated for by a slight slowdown in the
growth of capital-intensity in agriculture, although its size (factor of 1.3)
remained extremely considerable. Nevertheless that promoted the stabilization
of the dynamics of capital-intensity for the national economy as a whole.

Analysis shows that the shifts in the branch structure of material production
in the 10th Five-Year Plan -- the increase in the gross social product of

the share of such capital-intensive branches of industry as electrical-energy
engineering, the petroleum and gas industry, the chemical industry, and
transportation ~- did not exert a substantial influence upon the dynamics of
the capital intensity of social production. As a result of the change in the
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branch structure, the capital intensity of social production increased during
the five-year plan by 0.4 percent. This constitutes 2.5 percent of the overall
increase in the capital intensity.

It follows from the computations that, if there -had been a stabilization of the capital
intensity of output in the branches of the national economy and industry during
the 10th Five-Year Plan at the 1975 level (all other conditions being equal),

a national income that 1s greater by approximately 30 percent would have been
obtained in 1980.

Obviously, the task of overcoming the tendency toward the increase in capital
intensity cannot be resolved within the confines of a single five-year period.
However, the intensification of the attention to the indicator of the capital
intensity of social production is an absolutely necessary condition for in-
creasing the growth of the effectiveness of social production and the rates of

economic development.

¥
When channeling capital investments into the development of a particular
branch, it is necessary to compare the expected increase in the fixed assets
with the concomitantly achieved increase in output. The increase in the effec~-
tiveness of capital investments should be positively influenced by the intra-
branch distribution of capital investments, by their preferential channeling
into those projects and construction sites where thelr greater return can be
guaranteed, in the form of an increase in output or the economizing of
material and labor resources. At the same time the increase in the effective-
ness of capital investments presupposes the increase in the demands made on
the effectiveness of the newly activated technology and technological processes,
and the overcoming of the outstripping growth of the cost of the machinery
and equipment as compared with the increase in their productivity.

The Influence of a Change in the Structure of Interbranch Ties
Upon the Proportions of Economic Development

The national economy uses, in the form of objects of labor, as much as 60
percent of the social product. Therefore an increase in the effectiveness of
the use of the material resources that function in the process of production
is one of the basic ways to intensify social production. A change in the level
and structure of the use of material resources manifests itself more concretely
in a change in the structure of the interbranch ties of the national economy.
With all the obviousness of the great importance of this problem, it is.
extremely important to establish a quantitative evaluation of the influence
exerted. by the shifts in the system of interbranch ties upon the basic indica-
tors of the development of the national economy. Shifts in the system of
interbranch ties occur under the influence of scientific-technical progress in
the process of reproduction and are expressed in a change in the level of
specific expenditures of the output of branches of the national economy and

industry.

As was shown by the analysis, among the processes that occur in the structure
of interbranch ties the one that exerts the most substantial influence upon
the rates and proportions of economic development is the reduction of the
metal-intensity of the machine-building output. Computations attest to the
fact that a reduction in the specific expenditure of ferrous metals for the
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output of machine building during the 1976-1980 five-year period made it
possible to obtain additionally during the last year of the five-year plan
6.3 billion rubles of national income, including 3.7 billion rubles for the
consumption fund.

The economizing of resources of ferrous metals during the production of output
of machine-building reduced the need for the production of ferrous metals by
more than 10.4 percent and simultaneously made it possible to expand the
production of industfial output.by 3.4 billion rubles. '

In addition, as a result of the economizing of metals in machine-building
there was an increase in the resources of capital investments in the national
economy by 4.6 billion rubles. This result made it possible to channel
additional investments dinto the branches of the agroindustrial complex.. It is
important to emphasize that the reduction of the metal-intensity.of machine-
building made it possible to reduce the need in other branches of the national
economy for capital investments for a total of more than 8 billion rubles.

In the 10th Five-Year Plan the course aimed at the replacement of coal by
petroleum and gas fuel was continued, and that guaranteed a certain reduction
in the total coefficient of consumption of fuel in electrical-energy '
engineering. » '

It has been computed that the change in the level and structure of the consumption
of fuel in electrical-energy engineering in the 10th Five-Year Plan made it
possible to produce approximately one billion rubles of additional national
income, including 0.5 billion rubles in the consumption fund. The replacement
of coal by petroleum and gas fuel reduced the need in the fuel branches for
capital investments, as a result of which additional resources arose for
increasing the capital investments in the other branches of the national

economy . ‘ : o

The change in the structure of the interbranch ties in the 10th Five-Year Plan
is also characterized by the further replacement of natural raw materials by
chemical ones in ‘light industry.

The integral evaluation of the change in the level and structure of the-
interbranch ties in the national economy in the 10th Five-Year Plan indicates
that as a result of these processes the national economy received more than

"5 billion rubles of additional national income, or 7 percent of its total
increase during the five-~year period. The gross output for industry as a
whole as a result of this factors rose by 1.2 percent of the overall volume of
industrial production; and the need for the output of agriculture dropped by

7 percent of the actual volume of its production. Correspondingly with the
change in the need for output, the shifts in the structure of the interbranch
ties influenced a change in the branch structure of the capital investments.
in the national economy, guaranteeing for the national economy as a whole

an economizing of them in the amount of 9.5 billion rubles during the five-year
period.

Thus, the shifts in the structure of the interbranch ties not only contributed
to an increase in the effectiveness in the use of the material resources, but
was also a substantial factor opposing the growth of the capital intensity of
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social production. Therefore it is necessary to make more active use of the
change in the structure of the interbranch production ties as one of the
effective trends for the further intensification of social production.

Shifts in the Structure of the Final Product and Their Influence
Upon the Basic Indicators of the Development of Social Production

The final result of the functioning of the entire economy as a whole is the
final product of the national economy. The share of the final product..in the
gross product increases gradually in proportion to the reduction in the
materials—intensity of social production. At such time the final product
increases slightly more rapidly than the usable national income.

As a result of the structural shifts caused by changes in the makeup of the
social needs and the production resources, there axe substantial changes in the
relationships among the functional elements of the final product. During the
years of the 10th Five-Year Plan in the structure of the final product there
was an increase in the share of the fund for nonproduction consumption, and
also export. Simultaneously there was a reduction in the share of capital
investments; this was the result of the previously discussed pollcy of limiting
the grnowth rates of capital comstruction.

Considerable changeS'are observed in the branch structure of the basic elements
of the final production as a result of the increase in the resources being
channeled into the satisfying of the public's needs. During the years of the
10th Five-~Year Plan the increase of the share of nonedible commodities in

the consumption fund continued. That was influenced chiefly by the rise in the
level of the population's material welfare, which welfare is naturally
accompanied by an increase in the demand for commodities for cultural and
everyday putrvoses, household arti¢les, and other nonedible commodities. At

the same time, the reduction :in the share of the edible commodities, particularly
the output of food industry, which occurred during the 10th Five-Year Plan

was linked with the fact that the development of the agroindustrial complex
was lagging behind the public's needs. -

An increase in the share of the nonedible commodities being consumed is deter-—
mined by changes in the public's needs and by the capabilities of satisfying
them. - In 1976-1980 there were sufficiently high rates of increase in the
consumption of the output of machine-building and metal-processing, the
petroleum and gas industry, the chemical industry, the building-materials
industry, and electrical-energy engineering. The share of the output of

light industry in the structure of consumptlon, vpractically speaking, is
preserved at a stable level.

The shifts in the branch structure of the consumption fund that occurred
during the 10th Five-Year Plan, as has been indicated by computations,

assured an additional increase in the national income (by approximately 4
billion rubles); this was influeneed primarily by the increase in the share

of the nonedible commodities, for which the complete national-economic expendi-
tures per unit of output are lower than for the edible commodities.

The shifts in the branch structure of the consumption fund caused a slight
increase in the needs of the national economy for production fixed assets (by

30




2 billion rubles). However, that contributed to an improvement in the indicator
of return on iInvestment, inasmuch as the additional need for assets as a result
of this factor increased by approximately 0.2 percent, and the resources of

the national income, by 1 percent. At the same time, the shifts in the
structure of the consumption fund made it possible to carry out a slight
economizing of the number of persons employed in material production (by

0.5 percent) and thus were an additional factor. in the increase of labor
productivity.

The steady tendency of modern economic development is the outstripping growth
of the consumption fund as compared with the growth of the nonproduction
capital investments. During the previous periods the shifts in the structure
of the resources for raising the national welfare in favor of the consumption
fund contributed to a slight increase in the overall rates of those resources,
inasmuch as the complete national-economic expenditures for the consumption fund
were slightly less than the corresponding expenditures for the nonproduction

* capital investments. However, as was indicated by the computations on the
dynamic model of the intebbranch balance sheet, in the 10th Five-Year Plan
those shifts did not exert any noticeable influence upon the final national-
economic results. This is linked, obviously, with the increase in the capital
_intensity of agricultural production, as a result of which the complete expen-
ditures for the creation of a unit of consumption fund and a unit of nonproduc-
tion capital investments became approximately identical.

To a greater and greater extent, the proportions of economic growth are influ-
- enced by foreign trade. The USSR has trade and economic relations with more
than 140 countries. TIn 1976-1980 the volume of foreign~trade turnover in
comparable prices increased by a factor of 1.3. The increase in foreign#trade
turnover outstripped the growth of national income; this reflects the expansion
of the Soviet Union's participation in the international division of labor.
The development of the country's foreign-economic ties was characterized by
definite structural shifts. In the structure of export there was an increase
in the share of the fuel and energy resources.. In the structure of import
thete was a slight increase in the share of the edible commodities and the
raw materials for oroducing them, and the share of chemical products. The
further development of the foreign-economic ties should, obviously, be used to
a greater extent in the long-term view for national-economic development.

The basic conclusion from the analysis that has been cited consists in that,
"in order to accelerate the turning of the economy to the path of the chiefly
intensive development, it is necessary to carry out a purposeful structural

policy, important features of which are:

-~ the maintaining at the optimal level of the investment activity of the
economy, with the preferential channeling of the capital investments not into
the expansion of the number of work sites, but into the increasing of the

rate of provision of labor with technical equipment for purposes of increasing
its productivity;

=— the overcoming of the tendency toward the outstripping growth of the fixed

assets as compared with the growth of production, by means of the concentration
of capital investments in the areas and projects that guarantee the obtaining
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of the fastest and highest return, and the increasing of the requirements
with regard to the effectiveness of the technology and technological processes

being newly introduced;

—- the more intensive change in the structure of the interbranch ties of the
national economy, which is channeled primarily into the reduction of the
energy-intensity and metal-intensity of social production, and into the increase
in the effectiveness of the use of agricultural raw materials, with the
substantial acceleration of the growth rates of the chemicalization of the
branches of the national economy and industry;

-- the carrying out of a purposeful change in the structure of the final product
in conformity with the needs of society and a considevation of the level of
the national-economic expenditures for its constituent elements.

The stabilization of these directions, undoubtedly, will promote the most
rapid resolution of the socioeconomic tasks confronting the national economy,
the further rise:in the national standard of living, and the reinforcement
of the cquntry's economic, scilentific-technical, and defense potential.

COPYRIGHT: Izdatel'stvo "Ekonomika", '"Planovoye khozyaystvo', 1983.
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.[Artlcle by V Palyutln, candlate of economlc sc1ences and . SR
senior scientific associate at the Sc1ent1rf:lo Research Econom.lcs Instltute
of USSR’ Gosplan: "Condltion ‘for the Effective Utlllzation of Material Resources"]

[Text] Among ‘the most urgent problems in the development of thep”
Veconomy, the problem of how to reduce material-intensivenesss and
increase the utilization effectiveness of material resources- is

acquiring very greéat significance. As K. Marx pointed out, the: =

' ,theoretical basis for the increasing economic signlflcance of

~this problems lies in the fact that "as the productive force of
labor develops, the cost of raw materials forms an ever
>1ncrea81ng component of the cost of "a commodlty

S8ince the very first days of Soviet power the Communist Party has
devoted concentrated attention to the careful expenditure of all’
;avallable resources as part of its work in developlng ‘the bases
‘of economic construction. V.I. Lenin attributed great signifi-
~cance to the establishment of conditions for the conservation of.
materlal resources at every work place. "Communism begins," he
noted, "where there appears the self-sacrificing concern-=-a- con-
cern whlch overcomes heavy 1abor——of the workers for 1ncreased

- labor product1v1ty, a concern for the conservation of every pound

~of bread, coal, iron and other products whlch do not go to the
- workers personally or to their "close ones” but to‘thelr‘ dis-
~tant" ones instead, i.e., to society as a whole..;.fz

This Leninist teaching has particular'significanCe at ' the

present time. Each day raw and secondary materials, fuel and
energy worth nearly 1.7-billion rubles are expended in our‘

country. - With the given structure of public. production,

1. K. Marx and F. Engels, "Soch." [Works], Vol 25, Part 1, p/léi.

S2. V.I. Lenin, "Poln. sobr. soch.” [Complete Cdiiectediworks];f
Vol 39, p 22. ‘ o ST i
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the proportion of material expenditures is reaching 80-85 percent
and 90 percent in certain sectors. Reducing material expendi-
tures by only 1 percent provides a 6 billion ruble increase in
national income and makes it possible to save 30 billion rubles
in capital investment, to obtain 10 billion rubles worth of
additional output and to implement a 1.3 percent increase in the
productivity of public labor. ‘However, the actual effectiveness
will prove to be even greater because in the process limited and
nonrenewable natural resources are saved -and env1ronmenta1 pollu—
tion is reduced, etc.' : : :

The 1mportance of this problem is ‘also determlned by the

fact that in the last 10 years material-intensiveness has -
hardly declined at all. 1In 1970 material expenditures in
comparable prices per ruble of national income amounted to
1.26 rubles, in 1975 they were 1.33 rubles and in 1980 they
were 1.34 rubles. And this is despite the fact that during

the last two five-year plans material-saving equipment has
been introduced on an intensive basis. It is obvious that

the effect of the existing economic levers has not creatéd

the necessary 1nterest in the efficient utilization of this.v¢

equlpment.

The urgency of 1mplementing expanded reproductlon in a
resource-saving form is becoming increasingly obvious if one
takes into account the fact that in recent years there has
béen a steady trend ‘toward .an increase in the share of
national wealth which takes the form of material reserves in
working capital, .in incomplete productlon and constructlon,
or the form of delayed public demand. In 1965 this .
"diverted"” portion of national wealth amounted to only 10
percent, while in 1981 it came to 14 percent.  Attention ‘is
called to the fact that durlng this period the size of the
diverted portion increased nearly 4.3-fold, at a time when
national income increased only 2.5-fold and national wealth
grew 3.2-fold. In this way, the consumption of reified
labor resources--because of the effect of various factcrs—-
has increased much faster than national income and national
wealth, and this provides evidence of the presence of many
still unresolved problems in the work of -increasing the
national economic effectiveness of the ut111zat10n of re-
sources, especially material resources. ' '

An anaiysls of publlckproduction shows thatfsﬂbstantial
reserves do exist in the area of material resource conserva-
tion. In the 10th Five-Year Plan savings of these resources
~amounted to about 13 billion rubles. Savings of raw and
secondary materials, fuel, energy and other objects of labor
in the national economy amounted to 3 billion rubles (0.6
percent of current material expenditures) in 1981 and in
1982 they amounted to approximately 5 billion rubles. At
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the same time savings of ‘material resources can be signifi-
cantly greater than what has been achieved ' : ‘
The experience of ‘the GDR is'instructive;:the growth of A ,
production here is cdrried out with an unchanging and some- =
times even declining consumption of raw and secondary v o
materials. The average annual reduction in the ‘per-unit
expenditure of economically important.energy carriers and

raw and ‘secondary materials amounted to approximately 3. 9
percent in the years '1976-1980. Moreover, the decline has
accelerated from year to year, reaching 5.9 percent by 1980.
From 1981 through 1985 the ‘planned reduction in the per- unit
consumption of economically important material resources was

'~ to average 5-5.5 percent per year. The main way to resolve
this task is through the efficient utilization of recycled ,
raw materials and industrial wastes and by bringing them up to
the point at which they constitute 12 percent of the country s
raw material balance.‘ : . R . *

‘Other no less important reasons for shifting “to the effi—
cient utilization of material resources .are the limited
nature of the supplies and their nonrenewability,'which have
an increasingly stronger effect on theé development of the
economy with each passing year. Losses of mineral = _
resources; which damount to 30-40 percent for coal mining,

up to 20 percent for metallic ore mining,. up to 50 percent
for gas production and up to 70 percent for petroleum
extraction are particularly great. Today the scale of
material resource conservation is bécoming comparable with '
the possible volumes of additional production, while
measures to conserve resources are more profitable than ‘
measures to -‘increase them. For ‘example, technical-economic .
calculations have shown that capital investment expenditures’
per savings of 1 ton of standard fuel are 3-6-fold less than
they are to extract transport and process that fuel '

The llth Five Year Plan calls for fuel energy savings to be
made throughout the national economy amounting to more than -
200 million tons of standard fuel, '10.6 million tons: of -
rolled ferrous metal products, 7. 4 million ‘tons of cement,
ete. In general ‘savings are to satisfy approximately 40

- percent of the increase in the needs for fuel, rolled fer- -
rous metal products and cement during the five ~-year period.
This will make it possible to improve the proportions be-
tween the raw materials and processing sectors.‘ ‘Given a 26
- percent dincrease in the production of :industrial output
during the five-~year period the increase in the fuel sectors
- will amount to 13 percent, 15 percent in ferrous metallurgy,
20 percent in electrical power engineering and 40 percent in
- machine-building and metal working.' »
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The following are among the basic directions for 1ncreasing
the utilization effectiveness ‘of material resources in
industry: improvement in the ‘structure of production,
scientific-technical progress and conservation 'in the
consumption sphere. At the same time theré has recently
'been an increase in the role of economic methods of
influencing efficient resource consumption. In many ‘cases
the use of economic methods makes it possible to obtain an
effect within ~sufficiently short:time” periods- without sub=- .
stantial capital: 1nvestment and contributes to the mobiliza*
tion of the economy [} 1nternal reserves at all levels.

In recent- years much has been done to increase the effect of
the economic. mechamism on the" conservation of material o
‘resources. The centralized formulatlon of targets’ for the
average reduction in the norms for the expenditure of the
most important types of material resources has received
significant development. A fiumber of sectors have included
"in the system of capital-formation indicators an indicator -
of production costs (expendltures per 1 ruble of commodlty
production), which has as its purpose the increasing of ]
attention given to the effectlve utilization of all expendi=’
tures for production. "The development of spec1a1 systems of
bonuses for saving certain types of ‘material resoutrces “(with
cons1derat10n for sector characteristics) has become w1de—' '

spread.

“An 1mportant step on the way to creating the essential _
conditions for raising the" effectiveness of resource- utili-
zation was the adoption of the 30 June 1981 decree of the
CPSU Central Committee and the - USSR Council of Ministers

_ "Concerning the Strengthening of Work on the Conservation
.and Efficient Utilization of ‘Raw Material, Fuel -Energy and
Other Material Resources,” which calls for a set of measures'
aimed at increasing the level of planning- economic work on’
resource saving. The purpose of these measures is to in-
crease the level of conservation and to create in all sec—
tors of the economy the economic condltions necessary for )
the accelerated -growth of production results in comparlson
with materlal expendltures.- : : ' :

Improvements in machine building are of particular s1gnif1—
~cance for the reduction of the material- intensiveness of
production.: ‘First of all  ‘there must be 1mprovements in the .
structure and effectlve ut111zat10n of "the metal worklng
yards;. they are to be achieved through increases in the
output of highly productive spec1al and standard-unit
machine tools, progressive équipment, automatic lines and
~units. This will make it possible to substantially reduce
metal wastes, which in machine building alone exceed 14
millon tons per year (of this about 7 million tons are
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shavings) due to. the predominant use of cutting; this amount
‘of waste comes to 13.5 percent of the .steel smelted in our
country. Here is another éxample which indicates the possi-
bilities for savings to be derived from structural changes.
At present about 19 percent of the trucks produced by indus-
try have diesel engines, but it is only conducting
experimental work"with“respect to passenger vehicles. - The
dieselization of motor vehicles provides a significant fuel
savings because diesels expend approximately 30-40 percert
less fuel*“moreover,'it ‘ls cheaper than a carburetor engine,
‘while the load capacity of the - vehicle is doubled.
Improvements in the system of indicators ‘constitute one of
the most important directions in the work on the conserva-
tion and efficient. utilization of material resources. In
~order to increase“ the,utilization effectiveness of all
'production'éxpenditures, beginning in 1983 the five-year
plans and annual plans of the construction and transport
ministries, associations, enterprises and organizations will
again establish targets for the production costs of output
(work), and as part of these targets they will set a limit
(a maximum 1evel) of material expenditures in monetary terms
per 1 ruble of output.

The successful application of these 1ndicators presumes an
improvement in the methodology for the planning, accounting
and calculating of output costs. At the present time the
planning of this methodology proceeds from an interpretation
~of material expenditures based on four consolidated ele-"
ments: raw materials and basic materials, auxiliary
‘materials,‘fuel' energy.f This does not make it possible ‘to
fully take into account the influence of scientific~- ‘
~technical progress, structural shifts and factors in price
‘changes for output and raw materials (stemming from their
quality and supply conditions) on the volume and structure
.0of the consumption of material- technical resources. As for
calculatlng output production costs, many associations. and :
enterprises use the obsolete "boiler" method, which does not
provide the necessary control over the consumption of
material resources. Planning and accounting for expendi-
tures in such a consolidated form prompts difficulties in -
determining the influence of planned targets for the saving
of material resources (which are usually established as
percentages of the average reduction in the expenditure
norms expressed in phtsical terms) on the level of output _
production costs.j,In our view, it is advisable to make the
calculations for basic forms of output in terms of the more
detailed elements of. expenditures, singling out in particu-
lar those expenditures for resources, in use Whlch are now . . ..
dispersed throughout many items. :
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One of the directions in ‘the work to increase the validitycof

planning of production costs and the determination of the
limits of material expenditures for the production of output
(work) is the universal transition to the normative method
of accounting and calulating those costs. Unless this
method is introduced, it is impossible not only to determine
internal reserves w1th sufficient accuracy, but also to
establish effective control over the expenditure of all
material and flnancial resources :in the process . of produc—:}
tion. » : : ,

In order to create opportunlties to prov1de for a comprehen-
sive approach to the reduction of expenditures, proposals
are more and more frequently made concerning a transition to
planning an indicator for the material intensiveness of

output. However, this indicator does not reflect 1ndustrial"

wastes, losses of material resources or their inefficient
utilization. With the existing methodology of accounting
for the utilization of material resources, these losses
remain hidden in items of production expenditures--in- the
consumption of basic materials and purchased intermediate
products.  In addition, the indicator under consideration is
subjected to the influence of a number of factors, which do

‘not have a direct relation to the characteristics of raw and

secondary material utilization and which distort the actual
state of‘affairS'(expenditure norms, price levels, coopera-:
tion, etc.).  The basic principle for determining the level
. of effectiveness is lost here: the_comparabillty of the

result with the expenditures to achieve it. And, flnally,‘
the shift to planning material- 1ntensiveness presumes
technically and economically grounded norms for the expendi—
ture of material-technical resources in' the products list,
which encompasses the predominant mass of output and

resources which are consumed, as well as the development and‘
systematic updating of" the product ‘lists and the pr1ce lists’

for materials.

For this reason the’ application of this indicator 1s hardly
advisable at the present time.  After all, even now, when ,
Gosplan USSR has’ increased from 39 to 60 the number of the"
-most important material resources for which it develops“
expenditure norms and . establlshes average reduct1on targets,
the proportion of these resources in many sectors does not
exceed 20-30 percent of the cost of all resources which are
used. Moreover, these same targets do not fully take into
account the spec1f1c features of individual sectors which
have a high proportion of resources -which are mnot part of
the list of centrally planned resources. ~In our view, one

can talk about the transition to planning the indicator for

the material-intensiveness of output only after all the
negative phenomena have been eliminated. '
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Shifting the national eConomy to an intensive path of
‘development presumes ‘the efficient expendlture of all forms
of resources. : For this reason it is ‘advisable to make
_ broader use——along with ‘the generaliz'ing ‘indicators in
-~ planning--of the indicators which characterize the-
consumption effectiveness of a particular form’ of material'
resources-—-their utilization coefficient. While the ‘
material 1nten31veness ‘correlates resources with the output"
-which has been created and the useful final effect, the .
utilization coefflcient d1rectly ‘describes the degree of °
intensiveness’ (effectiveness, ‘completeness) in the realiza-
tion of ‘specific resources. On the basis of ‘this indicator
one can also judge the 1mprovement in technology, the leve17
of norm settlng, ‘the size of wastes and’ losses “and the1r
‘proportion of the total volume of resources.- However the .
‘applicatlon of thlS indlcator presumes the development and “,_7
practical application of product-range planning and the
setting of norms for. wastes} .this will make it possible toy
~determine more clearly the category to which an ’
“enterprise's production wastes belong: to’ the commercial
recovered or utilizable categories.‘ ‘ : S

One of the ways to strengthen conservation is through the S A o
‘ever- expanding practice of bringing recycled material and oo
‘fuel-energy resources 1nto ‘economic c1rculat10n.' In the

current five-~year plan the state plan for the economic and

social development of the country has included ‘for the f1rst

‘time a section in whlch address targets for the 1mprove—'

’ment of recycled resource utlllzatlon have been established

for all levels of ‘economic management. At present recycled

‘resources have been included in the mater1al balances ‘and

distribution plans as a source of the resource portlon,

while USSR Gossnab organs have obtained the rlght to regu-

late deliveries dependlng on the degree to whlch consumers

use these resources. ’ : -

The country has enormous’ resources of recycled raw
~materials. In’ machlne building the volume of commerc1al
‘metal wastes are 2-3-fold greater than what is used In
sawmill operations wastes ‘amount to 35 percent of thef"
timber which is processed '1nclud1ng 25 percent in the
manufacture of cross ties, 60 percent in the- ‘production of
veneers and 65 percent in the productlon of matches. ,The'
country's consumption of fuel-energy resources is , .
~accompanied’ ‘every year by the formation’ ‘of approximatelyh
350 million gram’ calories of secondary energy resources, -
etc. Calculations show that bringing the wastes of many"
forms of resources into production’ involves’ expenses which
are significantly less than they are to“obtain the latter.'
In machine building, for example, the cost of prov1d1ng for
vmetal conservation during consumptlon is one-sixth to one=
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seventh the cost of organizing addition production. In this f
regard, it is machine building among all the branches of = -
industry which has priority as a source: of sav1ngs.,; N
However, the measures which ‘that sector is taking to- in—“”»
- crease the utilizatlon level of secondary resources are 1is

not always effective. For example, the enterprises of the ig‘f“f

Ministry of Heavy Machine Building have not equipped ‘a o
single one of their open-hearth furndces with a boiler to:i N
utilize heat, although, on the basis of estimates, the ‘
enterprises of this sector could satlsfy 40-60 percent of o
their heat needs through the utilization of recycled resources."

In view of the importance to the economy of secondary—3ﬂ”““”
resource utilization, there is in the llth Five- Year’ Plan a
gradually expanding circle of ministries and agencies for
which the corresponding plan targets are being established
in a centralized manner. In 1981 targets of this kind were
~established for only seven ministries and agencies with L
respect to 23 forms ‘of wastes, but in 1983 targets were ‘set’

. for 39 USSR ministries and agencies and all the union repub—"
lics for 30 forms of wastes. . In the future, USSR ‘Gosplan o
and USSR Gossnab intend to include targets for about =~ °° 77
130 types of production and consumption wastes in the o
national economic and sector plans. : :

However, not all economic organs devote attention in equalf e
measure to the process of bringing secondary resources into

economic circulation. In many sectors capital investments tof»‘“

establish the material- technical base to recover and utilize

these resources are being reduced. " Meanwhile the existing ;_3'7'?

capacities 'do mot provide for the recovery of wastes.,

But even the available opportunities are not’fully utilizedlq”*ﬁ"
In the past year the plan targets for the recovery of worn
tires were only 76 percent fulfilled, for shale and shale

‘resins the figure was only 75 percent (USSR Ministry of the"‘f“i”f

Petrochemical Industry), and for wastes from logging,'saw—
mill operations and woodworking ‘it was 83.6 percent (USSR"

Ministry of the Pulp and Paper Industry) and 72 percent PERRERTEET

lignin (Main Admlnistration of the Mlcrobiological Indus- = =
try). - From this one can conclude that bringing wastes’ 1ntoﬂf
economic e¢irculation remains for producers a secondary mat-’:
ter at present. In this regard it seems that the utiliza—vfu
tion of production and consumption wastes must find reflec—ff¥
tion in the plans for the basic activities of associations

and enterprises. For this the volume of secondary resources ‘
could be incluMed in the volume of saleable output and taken
into account when evaluating fulfillment of the plan for -
deliveries. » o
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One of the ‘main conditions for improving the balance work and
'ra131ng the effectiveness of material resource utilization is the
development and introduction of progre351ve, technically grounded’
norms for the expenditure of raw and secondary materials, fueli“

and energy. As the basis for the conservatlon of ‘all forms of
reSOurces'this direction is developing, but it is not developing
quickly enough. The" prlmary reason for this is the poor organi-

zational work which is carried out in the m1n1str1es,»agenc1es,l.k

‘associations and enterprlses on the setting of norms for materialf

.. resources and mon1tor1ng the conservatlon of these resources. ~In

faddition, in machine building alone there are about 500 different;

normative technical documents, which frequently are not coordi-

. nated among themselves, they concern the use of rolled ferrousjk*"
‘metal products in machinery and equipment. parts,; which leads to»'
a significant over-— expenditure of metal : : : :

Large reserves ‘are to be found in the actual mechanism for' .
reducing the expendlture norms for a maJority of resources At”fg‘
present the first: priority is for targets whlch are being set for .
the reduction of expenditure norms and then, on the basis of,g‘ o
these norms, funds for material resources are being reduced In
practice these targets do- not reduce the actual expenditure of AR
material resources,‘lnstead - they reduce the calculated. expendl—.
ture, as'a result savings of th1s type are calculated in naturef'
Moreover, this" creates interest on the part of enterprises in
~'overstating the needs for resources. In this regard . the ,
following example is instructive: 1In 1979. the Revda: Ferrous

- Metal Processing ‘Plant used 140 kg of fuel per ton of rolled

metal products, however, the 1980 plan stipulated 151 77 kg,,sw»fi
while in fact only 135.83 kg was expended ‘At the same time a
norm of 150 kg was approved for 1981. Of course 'this practice

of overstating the norms for the consumption of materlal IRHEESS
resources cannot contribute to their effective utilization.

A no-leszimportant faCtor Which is holding up the efficient
~utilization of material resources is- the presence of a large', '
number of obsolete expenditure norms. In a number of cases- this
creates am. artificial shortage of resources and gives rise to the
possibillty of fictitious sav1ngs of material valuables S

A signiflcant reserve for 1ncreas1ng the utilization effective—'
'ness of all resources lies in the introduction of progre51ve»*u»
technology,ithe e11m1nation of causes of resource losses and the
application of progres51ve norms... Even in the ‘Ministry of thev1‘t'
Electrical Equlpment Industry, where a comprehens1ve system for-
the - management of material resource sav1ngs during the 10th Flve—.
Year Plan, given a 5.3 percent reduction in lead consumption and
an 8.4 percent reduction in tin consumption, a 4.2 percent growth
in the consumption of rolled ferrous metals and a 2.2 percent
increase in copper consumption, led to a 30.6 percent increase
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in production volumes, not all the reserves for saving resources
have been put into effect.‘ : : :

In this sector (as throughout industry as a whole) one can .
observe a substantial difference between the level of production
technology and the level of output which is produced About 50
percent of the output which is produced is judged to be in the
highest quality category,'while the respective indicator for the
technology hardly exceeds 15 percent. - In addition, when ‘the Mark
of Quality 1is obtained there is no: requirement that the
material- and labor- intensiveness ‘of an item must correspond to
the level of the best. foreign models or that they should be less,
i.e., the cost of the output is not taken into account, only its
consumer qualities are. And, after all,:the formula for ’
effectiveness is primarily a comparison between the result and
expenditures. For this reason it is essential that the normative
documents which regulate the procedure for awarding the Mark of
Quality include a clause about taking the level of material- and
‘labor- intensiveness into account. , ‘

The low level of norm setting led to a situation in which the
associations and enterprises of ‘the Ministry of Electrical Equip-
ment had accumulated by 'l January 1981 above-norm reserves of '
commodity- material valuables, which had not been credited by a
bank, worth 100 million rubles (an inspection showed that nearly
one—third of them proved unnecessary for further production).

This, as well as other factors have led to approximately 1.5- fold .
growth in the presence of commodity material valuables, given a
1.3~fold increase in the volume of commodity output duringfhe'
years of the 10th Five-Year Plan. : : ‘

The . planned management of public production under socialism re-
quires an increase in the interest and ‘responsibiiity for the
maximum possible conservation of resources. For the most part it
was after the economic reform of 1965 that industry began to
- award bonuses for ‘saving material resources. - However, this sys—
tem did not bring a fundamental improvement in the utilization of
material resources. The reasons are séen first of ,all in the
fact that the indicators, for the fulfillment of which the incen-
tive was provided, were established without consideration for the
.specific features of the particular production unit, while ‘the
bonus scales were not differentiated according ‘to categories of
employees or types of work ‘and they remained unchanged over an- 1
extended period of time. However in’ terms of .amounts, the J
bonuses were insignificant, and they did not exert 'a substantial ‘ i
influence on the employees' level of interest.g Measures of
material responsibility for the wasteful storage and expenditure
of materials were ‘also poorly applied. Many enterprises did not
carry out enough work on ‘the establishment of suitable conditions
for monitoring and taking account of material resource expendi-

42




tures w1thout which the efficient organlzation of the bonus o
distribution is impossible. - S

. /
The adoption of the decree'"Concerning'the Strengthening of Work
on the Conservation and Efficient Utilization of Raw Material,
Fuel-Energy and Other Material Resources,” as well as the Regula-
tions Concerning the Procedure and Sizé of Direct Payments into
the Economic Stimulation Funds for the Conservation of Material
"Resources in 1983-1985 in Industry constitute ‘a 31gn1ficant step
~in the development -of-incentives for- $§aving resources. . In’ accor-
‘dance with these documents, the economic stimulation funds of ‘
ministries and agencies, associations, enterprises and organiza-
tions are made dependent not‘only on the growth of labor produc-
tivity, the quality of output and the ‘'volume of deliveries, but -
also on the level of material expenditures ‘per 1 ruble of output. -
Beginning ‘in 1983, direct payments have’ .been madé from the amount
of savings obtained through the reduction of material expendl— '
tures in comparison with an ‘established limit) and in case that
,limit-is exceeded the deductions are reduced. ' ‘ -

Since 1982 ‘the bonus system has been expanding for blue- collar"
workers, master craftsmen, technologists, designers and other
engineering-technical employees for saving spec1fic resources 1
against the established, technically-grounded norms “for - their

consumption. . The bonuses are stipulated as -an amount up to’75‘
percent of the amount of saving depending on the type, cost and
scarcity of the resource. They will be paid-out to workers in(,*

amounts above the maximum bonuses established on a sector by
sector basis. Since 1983 bonuses have ‘been introduced for manage—“
ment personnel and white-collar workers of production associa- ’
tions, enterprises and organizations depending on the level of
material expenditures per 1 ruble of output (work) in comparison
with the established limit (taking into account the fulfillment

of the targets for production costs). PBéginning in 1982, the
profits obtained from the sale of consunér goods and items for
production-technical purposes manufactured from production S
wastes, remain completely or ‘partially (up to half, dependlng on
- conditions) "at ‘the disposal of associations, enterprlses and ’
organlzatlons and they are included in the conSumption fund.

At the same time improving the system of bonuses for saving 'fe”‘”
resources requires the resolution of a number of fundamental ‘ ‘
questions. . For example, in our view, paying bonuses for sav1ngvs
resources is unjustified if it is not related to the fulflllmentw"
of the productlon plan and the observance of economic contract :
obligations on the delivery of output. After all, sav1ng o
resources is not a production ‘goal, it is a form or a method of
achieving it. It is more correct to establish'a procedure ‘under
which the size of the bonus for saving resources is reduced 1f o
the plan for productlon or deliveries is not fulfilled
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Another important question concerns the relation between bonuses

for saving resources and basic earnings (in the form of tariffs,

salary or wage rates), as well as other forms of bonuses. It
arises because bonuses for reésource savings will be determined 1n
terms of percentages which are not derived from basic earnings,
~but rather from the total of the obtained savings'.  Of course,
there must not be "any factors to restrain demonstrations of
initiative in the area of eff1c1ent resource’ utllization ‘but,
taking into account the fact that norm setting for the
consumption of material resourcés has not reached a satisfactory
state in all places, some kind of limit to the size of the '
bonuses should be adopted, if only temporarily, as 1t_should with
regard to basic earnings. The incentive role of earnings, and .
especially, its foundation, which is the tariff, wage or salary’
rate, depends largely on the relationship between basic earnings
and bonuses. And if the bonus portion of earnings is increased
excessively, this sharply reduces the role of the tariff, salary
or wage rate and creates disproportions {in labor payments. One
can hardly agree with the predominance of bonuses for resource
savings over bonusés for the fulfillment of the plan for produc-
tion or deliveries. Using production tasks as the basis, it -
seems that the two types of bonuses should constitute equivalent‘
proportions in the total amount of bonuses. :

A 51gnificant obstacle on the‘road to creating the necessary
concern for the effective utilization of material resources is
the presence of a multitude of bonus systems, which are o
frequently not coordinated with each other.- Often the conserva-
tion of each material or form of energy is promoted on the basis

of a special regulatlon, which is not coordinated with the entire

~system of bonuses. The large number of ‘indicators ‘and condltions
for bonuses has led to a significant fragmentatlon of 1ncentives
and to the excessive complication of ‘the incentive system,
making it sometimes contradictory and dlfficult for both part1c1—
pants and administrators to understand. For this reason it is
very important to make available the existing experience in this

area and to develop a comprehen31ve system of stimulation, whlch'

would 1link all forms of incentives w1th the f1nal results of
work. : , =

In shifting the economy to a primarily intensive path of develop-
ment, the Communist Party makes increased demands for the conser-
vation of material resources. In the the" CC CPSU Report to the
26th Party Congress, it was noted that the core of economic
policy is a matter which would seem to be simple and very
ordinary--to use w1sely everythlng that we have,

Speaking at the November (1982) CPSU Central‘Committee‘Plenum,
'Yu.V.‘Andropov, general secretary of the CPSU Central Committee,
said: "Today the economy and a conscientious attitude- toward the

people's property——thls ‘is a question of the reality of our plans.
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For this reason the mobilization of all available reserves, the -
utilization of all levers for influencing the effective , ‘
utilization of material resources 1is -becoming one of the urgent
tasks of the planning and economic organs at all levels. ‘

3. "Materialy Plenuma Tsentral'nogo ‘Komiteta KPSS 22 Noyabrya
' 1982 goda" (Materials of the CPSU Central Committee Plenum of
22 November 1982, Moscow, P011t1zdat 1983, pp 10-11, o

tCOPYRIGHT: Izdatel'stvo "Ekonomika® ; Plahovoye‘
' khozyaystvo". 1983. ' '
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REGIONAL DEVELOPMENT

IMPORTANCE OF RIGHT METHODOLOGY IN REGIONAL PLANNING UNDERSCORED
Moscow EKONOMICHESKIYE NAUKI in Russian No 10 Oct 83 pp 32 38

[Article by V. Arzamaskin and V. Kanov, docents and Candidates in Economic ‘
‘Sciences, Tomsk: "Improving Regional Planning.» Questions of Methodology and
Methodics"] . , .

[Text] Under conditions of'a mature socialist society created in the USSR,
the ever-current problem of combining sectorial and territorial ‘principles :
in the management of the socialist national economy takes on ‘new aspects. 0f
course, the advantages of sectorial management associated with the implementa~
tion of a single scientific-technical and economic policy within the framework
of functional segments in- social division of labor determine its priority even
under modern conditions. At the same time, in the course of expanding the
scope of production, intensifying its specialization and complicating its
economic ties, the significance of the territorial aspect is not only retained,
but even increases. The role of comprehensive territorial plans in combination
with the system of sectorial plans consists of facilitating the increased ef-
. fectiveness of social production and transferring the economy to a primarily ‘
intensive type of expanded reproduction. With the aid of the indicated plans, -
. inter-sectorial . questions concerning the economic development of the appropriate
‘territory are resolved. The utilization of labor resources is improved, the.
activity of enterprises and organizations within various ministries and depart—
ments is coordinated with implementation of measures for’ environmental pro- . -
tection and improved standard of 1iving for the population. 7 L o

An important stép in 1mproving territorial planning was the adoption in March

1981 of the resolution by the CPSU Central Committee, USSR Presidium of the

Supreme Soviet, and USSR Soviet.of Ministers, "On Further Increasing the Role

~of Soviets of Peoples Deputies in Economic Construction.» In May of 1982. the

USSR Gosplan [State Planning Committee] confirmed standard methodological -

directives for compiling plans on the economic and social development'Of auto~ =
nomous republics, krays, oblasts, okrugs, rayons ‘and cities. . Many new questions
were resolved in these documents, and important and necessary measures were

provided which created an organizational-legal: ‘basis for improving territorial
‘planning and for its fuller coordination With sectorial planning.~. ’

‘ The systemic approach to improving regional planning presupposes the considera—
~tion of all of its components: methodology, organization, personnel make—up,




provision with information, technical means of. processing, and storage and
transfer.of information. From the standpoint of a.systems approach, all the
\directions and .means for ‘improving planning are closely interrelated in the
achievement .of a single clearly defined goal. However, it must be kept in

mind that:the roles of functional components of planning in the overall process
of its improvement ;are not identical. The role of planning methods based on
. scientific’ ‘methodology is the most active. It is specifically from methodics .
that the process of improving planning begins in its general. form.. The applica-
tion of new methods in solving problems on increasing the scientific substantia-
tion of plans predetermines the need for also improving the informational pro-
vision in restructuring the organization of planning, in utilizing means of
" computer technolegy, in increasing the level of training of plan workers, etc.
Of course, this does not mean that all components of planning except method
(and thus methodology) are given merely a passive role.. Each of them may

under certain circumstances‘becom the leading one in the scheme of improving
planning. ©Nevertheless, the process of improving planning, no matter which
component begins this process in one situation or another, must be reflected
in improving the method of planning, which once again underscores its leading
'significance. Thus, the. efficiency of ‘regional planning depends primarily on
the scientific: substantiation :of its methodology. Outside of this basis,
measures on improving regional planning and management may turn out to have
little or no effectiveness. Therefore, in our opinion, the achievement of
qualitative changes in methodology and method in regional planning is parti-
cularly important today. This fact was also pointed out in the economic
literature.- :

In this article we will attempt to substantiate the main directions in improving
methodology and methodics of regional planning under modern conditions.

A most important task and direction. in improving planning is the intensification
of its target character. With a systems approach to the development of a plan
decision, it is important first of all to clearly formulate the main goal

of development of the planning object for. the long-term perspective. The

plan must be aimed toward ultimate national economic results.

What, then, is the main 'goal in the development of a region's economy? Our.

- economic- literature does mot as yet:give a singilar answer to this question.

It would seem that the chief orienting factor in the search for such a solution
must be that under conditions of developed socialism the social goal must be
pdt.id first place.: In the 80's, as determined by the 26th CPSU.Congress, the
party will sequentially continue the implementation of its economic strategy,
whose highest goal is the.constant increase in the material and cultural standard
of living of the peop%e and .the creation of better conditions for ¢Werall
personal development. This is:fully regular.

The accumulated experience. in socialist planning shows that a properly worked
out prospective plan for the development of a region must consider its specific
as well as all-gtate interests, which must predominate. Based on this un-
doubted position, it is necessary in. our view to believe that the main goal

of economic development of a region consists of ensuring the greatest contri-
bution to -the solution of national economic problems based on comprehensive
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development and in accordance with specialization in the territorial division
of labor.

Under conditions of a developed socialist society, in our opinion, the
dialectic interdependence of .all-people's and regional interests is more

fully reflected in the goal of regional development. This interdependence

is realized in the economic mechanism by means of fuller utilization of cost
accounting relations. This, evidently, means that society must generally
establish retributiwe relations with the region so that the allocated resources,
particularly for the satisfaction of regional interests, would correspond to

. its contribution to national-economic results., The latter, as we may assume,
should be determined, contrary to certain recommendations given in the litera-
ture,4 not by the degree of satisfaction of needs of the superior level system
and the country as a whole in terms of specific types of products (services)
whose production in the region is the result of its national economic special-
ization, but rather by the portion of the region and its specific importance in
the production of the national income (net production). First of all, this
indicator considers the effect of national-economic specialization on pro-
duction, as well as the .comprehensiveness of the region's economic develop-
ment. Secondly, net production determines its share in the production of

the basic source of the country's economic development--the national income,
Clearly, the greater this share, the more important the region's contribution
to the national economic results.

As we have already noted, there is a cost accounting dependence between a
region's input into the national economic results and the resources allocated
to it for the reproduction of capital and consumption by the workers. How-
ever, the retributive nature of society's relations with the region should not
be overestimated, Along with the increase in the country's national income,
there is also an increase in that part of it which is subject to redistribu-
tion, in connection with which the possibility of rendering substantiated

aid to those regions whose specific importance in all-state production is

relatively low is increased.

The target character of planning is the most important condition in realizing
the principle of comprehensive planning., This is associated with the fact that
the basis for increasing a region's contribution to the national economic
results is primarily the development of the sectors of its national economic
specialization. However, they obtain the most favorable conditions for ef-

fective functioning only with comprehensive development of the region, |

There is a dialectic interrelation of the general and the specific between
specialization and comprehensive development of a region's economy. [This
interrelation] determines the specifics of the law of planned, proportional
development which is manifested here. Coordinating the activity of all the
sectors and enterprises of.a region.is implemented from the positions of
realizing the main goal of its development--maximalization of production and
increased input into the national economic results. Therefore, the sectors

of specializations have and must have priority in the structure of the region's
economy, but only on the basis of multilateral, interrelated development

of all sectors, ensuring the fullest, most economically effective utilization
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of labor and natural resources, and the social-domestic and productive 1nfra—
structure,

In regional planning, it is important to determine the. level of comprehensive
development’of the economy at a .given period and for the long term. The structural-
sectorial approach is usually used in solving this problem in the economic
literature, This approach defines the structural dependences between groups

of sectors, for example between specialization sectors and service sectors,
between the non-productive sphere and production, working to supply the popula-
tion with goods for public consumption. The purpose of this approach is to
determine the structural dependences which must respond to the problems of
comprehensive social and economic development of the region. However, it is
~necessary to consider the fact that to ensure comprehensive development of a
region's economy, structural proportions alone are insufficient. The
structural-functional approach is more acceptable in analyzing and planning
‘regional economics. In this approach, the region's economy is viewed as a
system funetion according to the laws of expanded socialist reproduction.
The implementation of this approach makes it possible to determine the pro-
portions and functions of interacting elements-in the region's economy from
the standpoint of expanded reproduction and to clarify their specifics, which
are formed depending on specific historical, soclo-economic and production—
technical conditions in the region.

The structural-functional approach has been used in recent years in the analysis
and planning of regional economics.” Unfortunately, .there are certain informa-
tional difficulties here which require the regular compilation of regional
intersectorial balances on production and distribution of products in order to
be overcome. : ‘

The system of indicators of . the level of comprehen51ve development of ‘a region's
economy has an important significance in realizing the principle .of comprehen-
sive nature.in regional planning. The absence of a strict scientifically sub-
stantiated system of such indicators at the present time creates additional
obstacles to the realization of this principle.

In our opinion, the generalizing indicator of comprehensiveness, synthesizing
all aspects of interrelations in the region's economy, may be the relation of
the gross produced - product in the region to the consumed gross product (re-
productive resources). Here ‘the situation, when the ratio of the produced gross
product to~consumed resources is greater than one, is charaeteristic for econo-
mically developed regions with increased portion of industries in the processing
sectors, developed productive and social infrastructure and with a higher level
of economic development on the whole. In Tomsk Oblast, for example, the rela-
-tion of produced gross product to reproductive resources comprised 0.74 in
1966, 0.70 in 1972, and 0,76 in 1977. That is, for every 100 million’rubles
of consumed: resources, 74, 70 and 76 million rubles of gross product were ‘
produced., This.testifies to an insufficiently high level. of comprehensiveness
in the development of the oblast's economy, which is conditioned by a number
of factors,.as analysis shows, Primary among these factors is the high level
of extractive sectors of industry (15 percent) as well as of sectors and-
industries with detailed specialization, lag in the development of auxiliary
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production, and insufficient scope of the social infrastructure.

An analysis of the system of indicators is necessary for a fuller description
of comprehensiveness and for clarification of tasks associated with increasing
it. In our opinion, a special place among these 1ndicators belongs to the
relation between the level of development of the region's productive forces
(production of net product per capita of the population) and the level of con~
sumption (real income per caplta), as well as the structure of the gross product
and reproductive resources.

An important aspect in realizing the principle of comprehensiveness in regional
planning is the reflection of all aspects of socio-economic life in the plan
with isolation of the most important complexes of mutually interrelated
sectors, terrltorial—production complexes, 1ndustr1a1 units, and comprehensive

target programs.

Improved planning of a region's economic development further conditions the
need to ensure the optimal nature of plan decisions., At the present time,

in connection with the need for further increase in the effectiveness of social
production and its transition to a primarily intensive path of development,
this problem is being given particular attention. However, we must remember
that the possibility of optimizing plan decisions at the regional level is
limited by the directives of all-state economic policy. As we know, a signi-
ficant portion of plan decision variants is worked out in the central planning
organ, which has at its disposal possibilities of selecting variants based on
national-economic interests and may therefore give to its best selected variant
the character of a directive issued to the regional planning organs. This,

in particular, concerns the development of sectors of the region's national
economic specialization based on the utilization of its natural labor and
other resources. :

Optimization, which is implemented with overall: planning of a region's economy,
must concern primarily specific problems whose various means of solution under
conditions of limited resources do not disrupt the general goals of the plan.
In other words, we are speaking here of variants, any of which, with all other
conditions being equal, may be selected as a means of attaining an end. The ‘
development of variants of individual plan elements also becomes necessary |
when the future parameters are unknown or when the ultimate decision is not
yet on the agenda.

As we know, . the solution of the problem of optimizing plan decisions is based

on the application of mathematical methods and models. A number of economic-
mathematical models which have been developed at the present time (for the
optimal development and location of individual sectors of industry, agriculture,
intersectorial complexes and intra-regional territorial production complexes,
and others), as well as the regulations and schemes of preparation, substan-
tiation and adoption of plan decisions makes it possible already at the present
time to improve the regional plan and to bring it closer to the optimal variant.
The broader .application of these methods in regional planning is assoclatéd with
the creationcof automated systems of planning and management.
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With all the limitation of possibilities: for plan optimization-at the regional
level,. their application has important significance for increasing production
effectiveness ‘and 1is. an . .important ‘task of local plan. organs.n For this they
must. know what the level of effectiveness of the region's economic development
is, what factors determine.it in. the. given period,.and- what can and must be
done to increase the" effectiveness of the regional economy. -

In the opinion of numerous authors, the effectiveness of a region's economic
development must’ e determined- as the ratio of results (effect) to expenditures.
However, both the results obtained by a region and the expenditures for the
development ‘0of its economy'arevdetermined'differently.6 o

We believe that the formula: according to which the effectiveness indicator is
determined as the relation of net production produced in the region to the
reproductive resources most fully comsiders the reguirement of comprehensive~
ness in approach to-evaluating the effectiveness of the regional economy. This
indicator is then corrected based on the relationship of ‘available data on
the population's standard of living on the whole throughout the country and
throughout the -examined region in order to-exclude the effect of possible
relative reduction in the population's standard of living in the region.7
This approach to the evaluation of the effectiveness of the regional economy
seems to be most .substantiated and rightful, primarily because the economic
effectiveness of the regional economy 1is evaluated from the positions of the
-entire regional. reproductive process. The region is examined as a single
subsystem, as:a living monolith organism with-all its internal interrelated
-and mutually conditioned processes, when the economic results of development
are formulated thanks to the achievements in production~economic activity of
- each individual enterprise as well as due to the rational territorial organi~
zation of the national economy, . including commodity  turnover ‘and the develop-
ment of the non—productive sphere. Secondly, this approach has the advantage
that the effectiveness .of the region - reproductive process 1is viewed as the
result of qualitative structural changes in the region's economy and the
socio-economic shifts taking place in it over a certain time interval,

Ultimately, the task of planning increased effectiveness of a region's economic
development consists of clarifying and bringing to action. the intraregional
factors of growth in net production with the best utilization of all repro-
ductive resources. S

Among the current’problems in improving planning is also ‘the expansion'of the
planning horizon,.i.e., the development of long-term. (10-15 year) plans for
socio-economic: development based on.scientifically substantiated predictions.

This task has particular significance for regional planning. It must be

long range¢ by its very-essence, since the problems of.comprehensive develop-
ment of regions are-usually such that.their solution bears a long~term character.
This, as a rule, is-caused by change in the formulated structure of the economy
in connection with an dncrease in the role of sectors of national economic
specialization based on the broader application of effective natural resources,
with the creation of new.:sectors based. on the resources involved in the national
"economic - turnover, with demographic' processes whose cycle does not fit into
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a five~year time period, and with certain other factors. Territorial plan-.
ning must be brought into unity with a strict system of continuous planning
developing under conditions of a developed socialist society and applicable

to the entire national economy. For this, territorial planning must begin with
a formulation of the concept of development for 25-30 vears. Its formulation
for any territorial unit is the first step in regional planning. It is the
basis for building a scientific model of regional economic development in a

long-range perspective.

Based on the goals for a region's economic development--increased input into
the national economic results, in developing the concept it is necessary to
consider its basic determining factors. Among these are primarily: the
achieved level of development of the region's productive forces; the need for
involving natural resources in the national economic turnover, including raw
material sources, their comprehensive utilization and preservation; the long-~
term provision of labor resources; predicting the results of scientific-
technical progress. The concept must define the general principles and
directions for the region's development based on the formulated goal and its

capacities.

The second step in regional planning must be a scheme of development and
location of the region's productive forces for 10-15 years. It must organi-
cally stem from the concept of the region's development and be its logical
continuation and clarification, -While in this concept the determination of
prerequisites and capacities for the region's development is of primary im-
portance, in the scheme of development and location of productive forces the
main emphasis must be on clarifying the need for resources. Determined as
needs for the-developmenf of Various sectors and-:subsectors of the national
economy, they do not always correspond with each other, and sometimes are
even contradictory. Summarized needs for economic development must be re-
flected in the scheme for development and location of a region's productive
forces. Here, any contradictions between the needs of various sectors and
between the sectors themselves and the needs of the population must be
eliminated, and the needs brought into correspondence with the resources. .
In summary we may say that the task of the scheme for the development and
location of a region's productive forces is the clarification and detailiza-
tion of principles and basic directions for the development of the economy
which were Worked out in the concept indicated above, s

The development of the five-year plan forms the third step in the system of
regional planning. At this stage, specific tasks .for the development of the
economy and increased well-being of the population are resolved. At this
stage of planning, needs as well as capacities may be determined precisely

in a cross-section of local and all~union needs and capacities. Therefore,
~an important task here consists of ensuring the satisfaction of needs
established in the compilation of the concept for the region's development and
the scheme of development and location of its productive forces. This is done
with the aid of rational utilization of resources and in such a way as to

most quickly reach the perspective goal within the framework of the available
resources and .capacities, ' Along with the compilation of the next five-year
plan, work on the preceding stages of territorial planning is also subject
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to..clarification;, .i.e., the concept of. the region's development and the scheme
’for development of its productive forces.

" The introduction of the presented scheme into. the practice .of regional plan-

ning would.facilitate the increased role.of territorial plans and would ensure
their. fuller integration with plans for sector development., -

The provision of a'balanced character in national economic plans is also

- among the important ‘tasks of improving planning at the current stage.: As we
know, it is: determined by two types of economic processes: first, the formula-
tion of resources; second, the clarification and fermulation of needs, - Achiev-
ing balance requires a broader utilization of balanced methods in regional -
planning than is' currently being used. This is true for summary general
economic .as well as for specific balance in the ugpilization of individual
resources. -

In planning the development of a region s economy, the following are presently
compiled: “the balance of labor resources, the balance of local building
materials, the balance of monetary income and expenditures by the population
and individual material balances for agricultural production. The first of
these is the only general economic balance. Its data on the number of persons
.engaged in social production make it possible tolonly indirectly characterize
the sectorial structure.of the region's economies and to evaluate the pro-
portionsﬁbetweenftheZsPhere'ofmmaterialnproduction“and.the.nOn—productive
sphere. -However, a complete understanding of a region's:economy in the process
~of social production- and balance of its economics may  be obtained only by
knowing ‘its general economic. characteristics. Therefore, at the regional
level it is -also expedient to compile 'a balance of production and distribution
‘of the social ‘product, a balance of production, distribution, redistribution
and final utilization of the national income, and a balance of fixed capital
and capital investments.

The compilation of ‘these balances would aISOISignificantly facilitate the .
development. of intersectorial balances of production and distribution of the
region's products, which is currently implemented for numerous regions by the
"efforts of the scientific organizations. The intersectorial balance is the
‘most: informative and not only feflects the process of formulation and utiliza-
“tion of the end product—--=the natural base for formation and utilization of
accumulation and consumption funds--but also gives.a complete picture of the
intersectorial ties in the region's economy, - It may be used to substantially
examine numerous processes of .reproduction of the social product in the re-
“gion: the realization of all-union resources of gross social product and

* national income in ‘the given territory, the production of gross product and

net production 'in .the region, the formulation of a sectorial structure for

. material production, of a cost structure for the entire social product in each
. 'sector ' of the regional economy, of the structure of current production con-
#“sumption, of ‘the structure.of" reproductive resources, etc.,

The" system of specific balances also has significant importance for increasing
the degree of balance in regional plans. This includes balances such as those
characterizing the presence and utilization of natural resources (mineral

raw material, timber, water, land resources), balances of production and dis-

tribution’ of individual types of production, balances of productive capacities
in mutally interrelated sectors, etc.
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It should be noted that a number of balances (balance of construction organiza-
tion capacities, certain natural economic balances, etc.) may be compiled on
the basis of presently effective statistical and plan documentation. The
compilation .of other balances, however, (social product, national income, water
resources, etc.) requires the introduction of changes into the system of ter-
ritorial statistics and planning.

In conclusion we must note that the improvement in regional planning depends not
only on the scientific substantiation of its methodology and methods, but also

on the effectiveness of the economic mechanism, on its effectiveness of stimula-
ting the development and implementation of the plan for a truly comprehensive
development of the region. In our view, withholdings going to the local budgets
from enterprise profits, regardless of the departmental subordination of these
enterprises, is a significant step in the direction of increasing such effect-
“iveness., Incentives to workers of local plan organs for high indicators achieved
by all the organizations in thé territory's. jurisdiction would also have - .-
great significance.
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