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JPBS: hl66 

CSO: 1101-S 

PRODUCTION COST PLANKING IN FERROUS 
METALLURGY 

*USSR- 

/Following is the translation of an article entitled 
"Planirovaniye sebestoimosti produktsii v chernoy 
metallurgii" (English version above) by N. Romanovich in 
Planovoye Khozyaystvo (Planned Economy), No 7, Moscow, 
July I960, pages k9-5lj 

The development of socialist industry in our country is being 
accomplished through intro-industry accumulations on the basis of 
a lowering of production costs. The importance of lowering produc- 
tion costs has been expecially noted in Comrade N. S. Khrushchev s 
report to the 21st Congress of the CPSU. "At present, when every 
percent of lowering of production outlays," said Comrade Khrushchev, 
"is expressed by a colossal figure exceeding 12 billion rubles, and 
at the end of the Seven-Year Plan by 21 billion rubles a year, the 
struggle for the lowering of costs, for a system of economy, is 
acouiring expecially great significance." ... 

Production costs are a generalizing of. the index characterizing 

the quality of the whole production-economic activity of an enter- 
prise. By fixing production-cost limits in the plans, the economic 
organizations act through this index upon the extent of the lowering 
of expenditures for industrial output9 A comparison of the level o_ 
the costs of the individual types of production by output items 
shows how system of economies is carried out at an enterprise; in par- 
ticular, how economically are raw and other materials, fuel and power 
expended, how labor productivity is raised, how production capaci- 
ties are utilized, and so forth« 

The main task in the drawing up of a production-cost plan is 
the ascertainment and mobilization of the intra-production reserves 
available to the enterprises. The lowering of expenditures for toe 
production of ferrous metals can be achieved by raising labor pro- 
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ductivi'ty and improving the quality of output,^per- 
nl O.CTö* making more rational footing Production tecnno ogy *^ — — ~^cctive 

use or raw and  other material? 
bad at.  lunc.,,,,   X.UJL,* -->. --' ■ , * r>ryi~Tvrodi3otive  expen- dueing loeöes and liquiuct.i.n6 i^n-±>ioju, ox/ 

ditures,      '^_^  __■ ruble of commodity .pro- 
.>hfe  e^w.uwt-i-^";- of tbfi enter» 

duotion in  Öer^eoy ^'^l^^onftitwee per' ruble  of 

tyoes of products and tor the .pianried' production 'cos, 
of *P1 ■commodities in tne ovemx io^ax^ 1  1  i^" nK1e>r of expenditures per ruDie <x ^ . 
Aitv prodnctionln wholesale, price« j-f/iff■ "J 
«,n"'rrr--iiodJtvnroauction: it represent ,-ue i^,,( 
ail- oci,..iojxo/ 1 -.*    0'mn/^lty production with re- 
:;^i"L nosf fvnfl .-in. wholesale prices 01 the enyer-. 
SSises^tbe calculation being made in. köpeks to -the 
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ie. radio 
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data must be tauen 
The assignment wit' 
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relation,to the preceding 'year;i.s determinedly di- 
viding the differerice.-between the -average yearly ex- 
penditure per .ruble .'of ; eo^cdity "PT;du<;!1^WlS? 
the preceding year and"these' expenditures ;ace_q*aint$ 
to'the confirmed plan by the average.yearly.expen». 
flittp^.p .,r>er ruble of commodity production during..xne 

■precidinl year,'"If the' expenditures per ruble, of commo» 

90 
T'lrftS'   '•• "  '■". 

" ' The comparison ,of expenditures -par' ruble of. commo- 
dity production according to the-plan■witn these ex- 
penditures in.the preceding year iß done without .ecu-  , 
ver«i on; into • the -planned assortment oi • products .__■ 

■ ■-■ •■To- form a .basin for/the production cost plan 
it is necessary älüo to work out estimate data. -Jtor 
the ferrous metallurgy entehprisesv there must be sub- 
mitted'with the .äraft .plan on production costs an ,e.>ti~ 
n'ave : of ■ expenditures .for. production and -of-tae  re- 
duction -in'the prcduction cost of- comparable commo- 
.dities' in percentages with relation to the average 
veahlY level for-the: past-year«'. ,    :";. ■;: „f :: - ,'.' 

•■""."" the es-tlffiote of expenditures for production is 
i-t^nd^d'tc/deteruine in monetary .terns all the expen- 
ditures for production connected -with the main, acti- 
vity of  an enterprise? it makes ■ it< pössioie to -co- 
.ordinate the. production cost plan with other depart 

'■'.... ■ JH the ferrous" metallurgy enterprises , • comparable 
commüömos include all kinclsof products, made. in_the 
previous rear in the w&yofmw or series production 
and for which report calculations were compiled, here 
it Bhouldbe taken into account that only completed 
production be^un earlier-than■the fourin quarter of the 
prevjeus year can be classed as-comparable coisiacdxty 

output^?conon.8S froni x)-€  16werinG of the production 
cost of comparable commodities for the planning period 
are computed as the difference between their evaluation 
according to the averse yearly production coot of we 
previous year and that of the plan. By dividing this 
difference bv the sum of the comparable eorcffiodicies 
to be produced in the planning period, the percentage 
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of reduction in the production cost of' the comparable commodi- 

ties is determined. -L.-,     =■ 
To form a basis for the plan for non-comparable eooaodi- 

tv -oroduction it is advisable to submit a draft of complex 
Reduction costs arrived at by calculation for the newly mstered 
type of production to be done in the planning period m large 

qUantltpJoduction costs at ferrous metallurgy enterprises are 
determined on the basis of the volume of production in a speci- 
fic Sne! the norms of expenditure of the main kinds of ray and 
otSer materials and iMel,the number of industrial P~*^« 5£" 
sonnel and pay-roll, the introduction of new constructxon obje^s, 
eST However! in irking out a draft plan, one must not passxvely 
adopt all the'initial projects contemplated. In order to ascer- 
tain the available reserves more fully, it is necessary to make an 
economic analysis of fee draft plan with respect to production 
labor, expenditure norms and other indices of the planu_ I- t^ 
production cost draft plan drawn up on the basis of xndxces from 
other planning departments provides for a raising or an insignifi- 
canflSwering of expenditures per ruble of commodity production, 
itis necessary to verify to what extent the initial drafts from 
the separate planning departments that involve a raise in expen- 
ditures are well founded« •  .      .     . 

In working out a draft plan of production costs, xt xs 
advisable to make estimates by the enterprise as *^'^b?£ 
distributing the expenditures by separate shops, The ^lculatxons 
should be made only for newly mastered non-comparable production 
to lie turned out in considerable quantities. 

The cost of all commodity production is determined on the 
basis of an estimate of expenditures for production. In this 
estimate, the outlays are grouped by their economic content 
according to the following elements« 

1) Raw materials and other basic materials, 
2) Accessory materials, 
3) Fuel (separately), 
k) Power (separately), 
5) Amortization of basic plant 
6) Basic and supplementary wages, 
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7) Deductions for social Insurance, . ' 
8) Other monetary outlays 

' The estimate of expenditures for production of 
ferrous metals is compiled without intra-plant turnover, 
that is, it does not include the plant's own outlay 
necessitated 'by-industrial production needs. In metall- 
urgical combines which, in addition to metallurgical 
plants, also -embrace mines, coke and chemical and re- 
fractory materials, production and so forth, the pro- 
duction of these articles (ore, coke, etc) used for 
metallurgical production is excluded from the estimate 
of production expenditures as 'an internal turnover. 

Of great importance in the production expendi- 
ture estimate is the compilation of a calculation of 
the purchase prices and the cost of certain kinds of 
raw materials» basic materials, and fuel; 1'or these 
purposes, a special table is worked out,-in which the 
unit cost of .the asaterials is computed, as well as the 
cost of the entire quantity intended to be expended 
on production in the planning period. Shis table is 
compiled in the following form (see table on pages 6-7). 

"  The here computed coat of all raw materialss 
other basic materials and fuel intended to be expended, 
with the exception of the cost of waste? which will be 
utilised for production in the planning period, is 
included in the expenditure estimate for the plant as 
a whole. 

The cost of the accessory materials is calculated, 
on the basis of consolidated indices» Using as a start- 
ing point the actual expenditure during the past year, 
the report data on the expenditure in the current year, 
the growth'in production volume and the lowering of 
the outlay norms, total expenditures for production are 
fixed for each element concerned. 

In 'determining the percentage of reduction in 
"expenditures for accessory materials one should take 
into account the growth in production, as well as the 
possibility of lowering the expenditure norms for the 
principal materials (refractory materialss etc.) and 
exchangeable equipment (moulds, shafts), If the 
proportion of the accessory materials in the estimate 
is relatively-high, the expenditures for them'may be 
distributed by groups,, for example» materials intended 
to serve the basic ■ plant (lubricants-, electroiechnlcal 
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materials, etc.), for the use of workers (special clothing, etc.), 
and so forth. 

Expenditures in the planning year should be determined 
separately for each group, starting with the growth in "basic 
plant, number of workers and steel smelting. 

In calculating the accessory materials it is necessary to 
take into account that a part of them is sometimes produced in the 
plant (refractory materials shaped castings, etc); hence, it has 
to be determined whether the growth in production as a whole is 
outstripping the additional production in these departments. 

The cost of power is determined in the expenditure estimate 
on-the basis of the balance of electric power, steam and hydro- 

electric. 
The total amortization of effective basic production funds 

estimated for the enterprise as a whole both for the current and 
for'the planning year, starting with the original average yearly 
cost of the effective basic production funds and the average norm 
of amortization deductions. 

Below is given a sample form of an estimate of amortization 
deductions (in million rubles): 

is 

Anticipa- 
ted yea* 

1. Cost of effective basic production 
funds at beginning of year 

2. Cost of basic production funds 
to be put into effect 

1st quarter .... 
2nd quarter .... 
etc, 

3. Average yearly cost of basic 
production funds to be put into 
effect 

1st quarter 
2nd quarter .... 
etc. 

Planning 
year 

8 



4* Average • yearly cos-e ol 
■production fimoc going oiu. 
of effect 

5, Average yearly ooBt of 
effective basic pro« 

' duotion funds ■: 
6e Kona of amortisation de- 

ductions (in >) 
7 'Total amortization OR- .. 

, ■ The wage fund is adopted^on the ' JS^fep^So. 
oulations deterrined ^ ;*%.£f ;^^UeS percentage 
oeodlnc f^^^f oS^'r^^rrSuB m'taUurey); the total 
of deductions (/.9,; ^1 -^°; ; w aeterwincd, 
deductions for social indarjnat..-i - ^ äfttermined 

i:ne other mCi„ ;;;^V*'2C nf +v,e rerort indices in the draft plan on yi^babx« of   .,ic our_ 
for the/past yea,^   ar fr^t4^ i^^aitiAres being ex- ■;■ 
rent year,  witn  non-prc,cuo^iu- ;^^(»j    oenain canee 
eluded  fron the acxuai   ejren^ur^•  ir, p für 

■S^i;^ith^%^e^iies, .interäst .on credit,      •    , 

taxes,   etc^un^J ^ia;^?oh should be' taken / -... 
■comparison witn t/ie  pwj J«*;»   .'»^» 
into Recount m ;tne^f^;;/^;'   a„rnin^ period pro- 

'■■-     -^v-t -M-iA n-p  of Berr!»manufactures  or lopiacc^ux. 
vice ^^äu

t*;^p reduction in the remainder,   ; 
equipment    ^/'%•     fn1<;  a0!jat price,  should   oe 
credited to .the g?ove:Sent.o ;ea £^\f* —   with, the ■. 
for Production   tj    -•-e^rin'unfinishedproduction,   ■,-■■. 
reduction in    ^;;f %Vwell an in expenditures of 
tools ana app.*..^-*'-^ <•"-■« 
future years« .     _oro^rurp 0f ger.i-nanufaotares 

■me i^r»^;;4^4f^'r^^^Ud on the baois of 
and replaceable eu  ;^en. ^  -7^n;unfiIlisvieäi prö^ ; : 
the balances.  ** J1f;  .    '5    wnaituree of fu- 
nction,  rcmamaersoi   vow« una Ä; oH«nres need not 

,ture years at opjratipg..j^plne draff pÄ,   Bince     ,: 
je   piv vj. v...,../. J. .J~ ..>a^„;~  r/+ - + viri' Kp^irminÄ oi   tue yeaj 
SS SSiSlSi?Se1k«foflHrSOTfi™ea .»or», 



A+ Tip«* nlöit« 38 well as at plants where new da- 
ti^*nts^i »tini introduced, the changes in these 
reiainSeJs should be determined ^paratelj. 

The cost of Bervices and work of a non-indu- 
« + -4-1 character on the side, whxcn do not lorm a 
SSiif oddity production (building, ^jnsporta- 
tion, scientific rescarcn, laboratory, dc-,^, 
«v,f» ith-r work) is determined on the hns^s 01 ^f- ^^ 
dSta fSr the pist year and the expired period oi the 

curreryear^ ^   ductlon wastes realisable on 

the sideband kept in etcrane ^\f£.f^n^™^e 
basis of the balar.cc of these mist J or, *bei. tn.-- 
suras are msignificani,, i-o,., '^ ^^ 
preceding period. .  A.  „1^™^+ of fin- . Transportation services m wie anxp&cnx 01 ii«. 
i.hea proSuee fe calculated ^»«.e.uart^ o* n£_ 
duee to he realized j.n me p^annii-o P«-X-.-    Hr ,. 
u.^.>^v. w-      4. _,p kBvioffti -ücs rp^aras tne lon—Kixuiuo-»- kilometer cost oi naulage. ^s.^b<i^ f „ + i^ rno+t it is adonted aecorciing to the-report -or 
tSo e?nired period with correction for a possible 
reduction in it, Expenditures ior loading jo^i. 
tips are also figured on the basis of the repor, 
lilt fer  ton'of commodities to he unloaded.   _ ■ 

Pei ten .1■  i* > expenditures are determined, 
it is ntceesary to distribute this eum over the; en- 
tire output, which will he composed, m cobt uerms, el. 

a) commodity production; 
h) increase in the remainder of semi-manu- 

factures and unfinishedproduction; 
rO inertes» in  the remainders of replaceable 

equiment; tools and appliances produced by 
the given plant, as well as expenditures ox 
future yeara; 

a) ««rvices and work on the Bide (of a non- 
industrial character), including services 
in capital construction, capital repairs 
and housing and public utilities of the plant, 

e) production wastes realizable on the side 
and kept in storage? 

' f) transportation cervices in the shipment of 
finishedproduee on the side, which are in- 
cluded in the extra production expenditures. 

-10 - 



Thp 'determination of the coet of commodities 
in the draft plan without compiling plan calculations 
is done by excluding from the total expenditures those 

■oütlpvathat do not relate to commodities. Having 
omitted these outlays from the total expenditures, we 
obtain the factory cost of the commodities. To de- 
termine the full cost of commodities we have to add 
to the factory cost price the extra-production ex- 
penditures, which in the draft plan are established 
or the basis "of the consolidated calculations. _■ 
"*■  ' After the full cost price of all commodities 

ha« been determined by the draft plan, it is necessary 
to establish what sum should be assigned to noa-coia» 
parable commodity -production. She non-comparable pro» 
auction, in addition to the basic types, tae cost . 
price of which is established on the basis of calcu- 
lations, also includes, as a rule, services and work 
of a productional character which do not have & fixed 
calculable unit (in the mechanical, repair and other 
departments), The cost of these services is estab- 
lished from, the report data for. the past year_ and 
the report period of the current year» B}i  excluding 
non-comparable production .from all commodity production, 
we obtain ths cost price of the comparable commodity 
production» '       „   , 

To determines the percentage of reduction in 
the cost price of the .comparable production as against 
th- post year» the ouantity of'commodity production 
according to the draft ulan must be appraised from 
the anticipated cost price for the current year» At 
opprptSmr factories with a large line of products _ 
which doesnot change substantially, the anticipated 
cost price for the current year may be .computed with- . ■■■ 
out compiling calculations, on the basis of tue consoli- 
dated estimates. Commodity production as expressed in 
kiud In the draft plan is appraised according to the 
report cost price during the expired period (six 
months, for example), and a correction is made in tue 
obtained total of commodity production, v?ith allowance 
for "the anticipated additional reduction in the cost 
price for the year« " '   ; : 

Below is ftiven a sample estimate of the lowering 
of production costs at a metallurgical plant with an 
uncomplicated line of production (see estimate on pages 

12-13). 



A't'': 

'of Reduction ofJ^osj^at.j3rJte^ 
"the TFianifinT? lear 

Bl as t «"Purii a. c e 
'Department 

Amount 
of com." 
'modity 
produc- 
tion ac- 
cording 
to draft 
plan 

Full cost 
price of 
ton of •' 
produce 
(rublesj _ 

Commodity 
production 
by cost 
price 
(thousand 

According 
to 

«Xliklj^L.. 
According^ to 

{thou- 
sand 
tons) 

re port ~dral't re port draft 
plan- for 6 plan 

months ' 
of cur- 
rent '".'■. 
year 

for 6 
months 
of 
current 
year . 

Cast iron for 
steel manufacture   3.00 

Foundry iron  ■     21'0 

51U 

350 

■31,000 

7C000 

Hollin^W i 11 

Profile carbon 
steel of ordi- 
ii ary qn al i ty 500 ;oo —     300,000 

High~/rrade 
structural 
carbon steel 100 750 75,000 

Total comparable 
commodity pro- 
duction by re- 
port COS" 
6 months 476,000 

1.2 



Correction for anti- 
c i pate d addit ional 
reduction in cost 
of comparable com- 
modit y p.r odue t i on 
for the year . 
(-5.0^) aß against 
report for 6 months 
of the current.year: 
(-%0#) 476,000 - 

loo - 3 
476,000 - 466,3 86 
rr.    9*814 

Total ■comparable 
commodity pro- 
duction by anti- 
cipated cost 

(-)9,814 

466,186 

Comparable commo- 
dity production ac- 
cording to draft plan 
ascertained from 
production estimate - 

Economies from re- 
duction in cost ac 
against the previous 
year' ■ 

r>  of reduction in 
cost as against 
last year 

25 186 •■ 
4T67l~8?r 

25,186 

J t -f 

441,000 

duetion . 
Tube purchases 

Full cost of cora- 
ls 0dity produetion 

50 720  "36,000 

477,000 

13 



r„   -   ,.,,, .h .^.  +v,  -nwt,   (anticipated)  year 
xae 1^:i'-^n

l::i^y::;:P^:. ,ror T;roauction outlays 
pio^itieu loi   ■--   ^-~  ■<   „^„^  .*lvno^ted method lor trie 
«re   /iptpwnnecl   OT   trie   a&yvC   ^W-A^.*-- 

•planning period 

In aoooiaance ..it..   ->n   ;-.'^,  t; ;     ,,f  .t-r,P 
the draft plan for production      >      ■", * ^  r ^; 
BKt.ri.rise.Je  per su«,.^  ^VÄa«  plan e 
minis 
be examined in tu 

:; "period OJ maiviauai -^^irr ;^,^i^CJ fnr the report peri, 
necessary to y-i-xxj u^ l^^^^fM fulfillment 
r..p 4he  mrrrent year arc   we  aiUni.o.^--'  -<-< x-,,or, Cnn   VLU-  '.,u.i.. -J..I. / „   „,.,.,,  ^3 0.p r^ris?! deration on.   uuem, 

Then one  should proceed  to  völlig   ^jC  -«-^-.. Then  oi 
;he  planning pe 

At  email metallurgies   p^-v-   ^ ~:. ' 1, „.,,to nftW 
;ed  line   oi   prodau „loi.,   ^   "-~x

-f  ,,...,  ,r 1,^.^ ,lfi r,   ,. ,„,,„ + -; ,,t,     +>>e  eptinateo muse   oe   ^ru^a 
Uu. opu, *u...,    -t   : -     • worked' out  directx 

Tilicateci 

fit    th1?    "Ol&Ut.S . 
At operating plant 

iy 

t en ;rir ou c y large line 
V  „/ ., iJnt\r:V;ÄR ohonld'he verified by ana- 
oi proaucto? ,.?-n, :-

t--f-pp;..    fA.w„r pv comparison 
lysihg the deviations t^^^^;?- -    ahould . 

cone er anträted on trie XCJ. 

. h.M ■ ' . ,...•, r ... „,. + r;j ■r«-r.r^i:fl.^e of reduction in ■'■ 
. ,, ^^v^^^ia^e^öniinodity production-for the 

c0"i-' °: tr"h..C":r^; i;%nr,Srr«eri for the planning periods 

n2t ^1:le cost of the non 
production anticipated for th 
years; 

.nomparahl e comnoditp, 
> r-ViT'T'ont and planninp 

-, nvh„ pr3t.-iMTtR.ted full cost of commodity pro- 
,-,.,.a ...,-.■' for 1-pp cnrrfcrt year ana me co^p-^aa, ,u> euKM.j.■-..*- -en a,n:  ^   ,        period accorcxn^ lo 
modity producxi...     -.    ■        • J i-;'    r ; „0    this j.,      cfiAi-npfpn   coat  price   oi    Cue   pa,-, u  ,;(t u. .   .. - 
Uilt  : :tx?;^"Jf.X^^^r to  talce into  account  tne 
rf"ü^:  \l  tf^i'i;: nf «reduction in the- current year 
eriaiiyes   in   uiC  i.x     ■-   r.^        t  „„-,,, r,fi   nf  the  current 
bv comnaxison wit';, -zu* I -P°^p .^-pp-':_.:,_, raM, wi t.b  th. 

l'Pr.Äf:? PnI,'rhhP.hhPlona cause channee in 
SSpefdhfrhfef ribie  of ecmnocity  protodtlon « ,moie- 

sale  prices. 



The contemplated percentage of reduction in the cost of 
comparable commodity production is verified by an estimate made 
in title following form (see form on pages l6-17). ,! :\. 

The proportion of expenditure elements is-established- "-";'. . 
on the basis' of the estimate of expenditures for production, ;   .".; 

■To ,determine the economies, effected äs a-result ofthe  ' • 
relative-reduction in the wage fund, the wage fund of industrial .; 
production personnel must he, divided by the total production in 
wholesale prices of tie corresponding period, and the. quotient-of 
the anticipated or planned period must be subtracted from the ,,.. . 
quotient of the base period obtained. The difference, divided by . 
the quotient of the base period, is.adopted as the percentage of the 
relative reduction"in the "wage" element„ This' verification; ... 
method of calculation can be used in the absence of structural :..-,■._...: 
changes at a plant. When these are present, it is necessary to in- 
troduce a corresponding correction into tue calculation. "Esti- ;.-; 
mates of amortisation and contingent and fixed expenditures are 
made accordingly. Changes from the past year not depending upon 
the enterprise are determined on., the basis-of a special estimate. 

The percentage of reduction in cost of raw and other 
basic materials, etc (Point 7), is determined for the first half-:; 
year of the report period .as .the difference between the total .;;- 
percentage of reduction in commodity production and the estimated r 

■ percentage of reduction with relation to the total of other ele- 
ments of expenditure (Points 1-^6).... This percentage of reduction 
also gives an orientation for establishing the anticipated per- • 
centage in. the second half-year, as well as for the planning period. 

In verifying the contemplated reduction in cost of"'" 
materials, estimates are also made of the average weighted re-; 
duction in the basic types of raw and other materials and fuel, 
converted into term3 of commodity production, that is, at plants 
comprising blast-furnace, open-hearth and rolling mill produc- 
tionj norm's of expenditure, of coke, for example, should not be 
adopted for pig iron, but per ton of finished rolled goods. 
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The cost of the non-« comparable commodity pro- . 
ductjon anticipated in the current year should be 
verified on the basis of the planned cost, and the 
changes in thia ■ production should be allowed for in 
kind." Thfre may be especially considerable corrections 
in starting expenditures» which must necessarily be 
charged io"the"oost of production in the year of put- 
ting "into production a row unit producing non-compa- 
rable goods. '        ■ „■ . 

'For a more correct determination of the cost 01 
non-comparable commodity production in the planning year 
one must analyze the calculation by comparing the ex- 
penditure per production unit with the calculation of 
another plant producing the same goods under analogous 
conditions. At"the sane time» it is necessary to take 
into account also the additional expenditures in the • 
release neriod«. 

To verify the full cost of commodity production 
anticipated for the current year and provided for in 
the draft plan, it is necessary to analyze the compa- 
rable commodity production according to the. cost of 
the past year, hon-comparable production is excluded 
from the comrnodityproduetion in wholesale prices,  and 
the expenditures are ascertained (according to the  .■■• 
cost r-f the past vear) per ruble of comparable commodity 
production. ÜsW these' outlays and the volume of com- 
parable commodity production as a starting point, one 

according to the cost of the past year is reckoned by 
"lultipj-ving the expenditures per ruble of commodity 
production0according to the'report by the commodity 
production in wholesale prices in the anticipated or 
ülanning period«  This estimate makes it possible to 
ascertain'also the deviations in profitability as a 
result of changes in the line of products. Verifica- 
tion of the comparable commodity production according 
to the cost of the past year, and the percentage of 
reduction in the cost of the non-comparable commodity 
production, makes it possible to establish the necessary 
full cofit of all commodity production, and hence also 
the expenditures per ruble of commodity production in 
wholesale prices,, Here it must be taken into" account 
that the wholesale prices may allow for improvement 
in quality (sharp reduction in output of grade 0 steel., 

■» IG «* 



etc.)* which will require no additional expend!tures. Hence 
the draft plans should provide for a certain reduction in ex- 
penditures per ruble of. commodity production due to improvement in 
quality not reflected in percentage of reduction in cost price. 

On individual types of production the wholesale prices 
may be reduced "both in the current year and at the "beginning of 
the planning period. Hence, in establishing the percentage of re- 
duction in expenditures per ruble of commodity production one 
should take into account the'effect of these changes and ascertain 
the expenditures at comparable average yearly prices.of the 
preceding year. 

In the planning sections of the sovnarkhozes the verifi- 
cation of the plan can be effected by the same method as in the 
sovnarkhoz administrations. Here, furthermore, in verifying com- 
parable commodity production according to the anticipated cost of 
the past year one also ascertains the influence of the specific 
weights of the individual plants» For this purpose, one takes for 
each plant only the comparable commodity production in wholesale 
prices, which is multiplied by the expenditures per ruble of 
comparable commodity production according to the cost of the 
previous year» The difference between the sum obtained for the 
individual plants and the sum calculated from the expenditures 
per ruble of commodity production for the administration as a 
whole, will constitute the correction of the estimate due to the 
change in the specific weights of the individual factories. 

10,002 - END - 
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