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INTRODUCTION

Ivor since World War 11, the idea of nation-wide econom-
ic planning has been widespread in various countries with
different social conditions. The active participation by the
slale in conlemporary economic affairs raises the ques-
tion of the class content, targets, possibilities and influence
on socio-economic development of national economic plan-
ning in the socialist countries and state programming in the
capilalist and newly-free ones. A major theoretical and prac-
tical task in the efforts aimed at a socialist restructuring of
society 1s to formulate the Marxist stand with respect to state
programming in the capitalisl countrics and economic plan-
ning in the developing ones.

The appearance and development of slate economic plan-
ning were cngendered by the deep-going socio-economic
changes taking place in the world. The planned management
of Lhe country’s cconomy is a fundamentally new plenome-
non that is inseparably linked with the emergence and con-
solidation of the socialist system. The planning of economic
developmenl, together with the latest discoveries in the nat-
ural sciences and Lhe results of the contemporary scientific
and technological revolution, is among (he most outstand-
ing scientifie and practical achievemaents of today. The cur-
rent level of productive forees and the =ocial character of
production require a balanced development of the economy.
In contrast to other forms of economic development, plan-
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ning is geared Lo a consciously maintained balance of all com-
pouents in pursuit of specific goals. Under socialism, with
its planned economy, the opportunity and need arise for
scientific management of the economy, which ensures an
unprecedented acceleration of socio-economic development.

During the years that the people ol the Soviet Union have
been engaged in peaceful creative labour, the country has
advanced from being a backward agricultural one to a high-
ly developed industrial power. The national income rose 128-
fold belween 1922 and 1976. All this was a consequence of
the socialist transformation that removed the obstacles Lo
planned, balanced development of social production in the
interests of the entire people, especially capitalist ownership
of the means of production in whatever form—private capi-
talist, joint-slock or bourgeois stale property. The planned
management of the economy on the basis of the
application of objective economic laws has become a major
function of the socialist state. The nationalisation of large-
scale industrial enterprises, means of communication and
banks initiated the socialist socialisation of produckion and
led to the emergence and development of a new type of
ceonomy,

During the socialist transformation and rapid development
of socialist socicty’s productive forces, stale planning grew
from being a partial measure into an all-embracing, direclive
one. The forms and methods of planned management de-
veloped.

Arlicle 16 of the Couslitution of the USSR says: “The
cconomy is managed on the basis of state plans for econom-
ic and social developiment, with due account of the sectoral
and territorial principles, and by conbining centralised di-
reetion with the managerial independence and initiative of
individual and amalgamated enterprises and other organisa-
tions.” Now socialist planning can be described as compre-
hensive and deliberately geared to attaining several goals at
one time. Tts methods are developing towards the inten-
sive and all-round use of all available resources, which does
not mean that the only purpose of planning is to ensure the
best possible utilisation of resources, The central thrust of
planning aclivities is further shifting lowards ecreating
the necessary condilions for Lhe all-round development of all
members of socialist society, so socialist planning today is.
not only in its final goals, but also in its actual conlent, in-



creasingly social, rather than just applicable to produclion or
resources, a§ bourgeois ideologists try to make oul.

The development of planning is not as simple or as clear
as might appear at first. Economics and plapning have to
deal with complex problems: how to make the plan embrace
the increasingly intricate interconnections in production, how
to take account of the interaction between the interests of
the individual and those of work collectives and society as
a whole; how best and most accurately to assess the effec-
tiveness of the decisions taken from the point of view of
development prospects; how to make the set of plan indi-
calors self-regulating. These and other problems involved in
the development of planning lestify not to any “difficulties”
encounlered by socialism, bul lo the real opportunity to man-
age society’s development in a deliberate and conscious way
in the interests of the people. The improvement of socialist
planning is an essential component of the development of
socialist society.

Atlempts to apply planning without implementing socialist
transformation have never becn considered by Marxists as
an attribute of socialism. The founders of Marxizin-Leninism
have always seen centralised economic planning as some-
thing inherent in socialism alone. All olher forms of “plan-
ning” have been appraised ag surrogates of genuinoe planning.
Lenin wrote: “The trusts, of course, never provided, do not
now provide, and cannot provide complete planning. Bul
however much they do plan, however much the capitalist
magnates calculate in advance the volume of production on
a national and even on an international scale, and however
much they syslematically regulate it, we still remain
under capitalism—at its new stage, it is true, but still capi-
talism, without a doubt.™?

Marxists consider the balanced development of production
as cssential, but this can only be achieved by state planning,
given public ownership of the means of production. Attempts
by the Dbourgeois state at cconomic programming are no
more than a recognition of the need for such a balance. It is
not possible, however, to organise really all-embracing plan-
ning on the scale of the whole of society without first clim-
inating private enterprise. The post-war period hasz scen

' V. I. Lenin, “The State and Revolution”, Collected Works,
Vol. 25, p. 448.



increasing intervention by the bourgeois state in the capital-
ils reproduclion process and attempts to elaborate and im-
plement programmes for national econvinic development. The
reason for this is the social nature of modern production:
the scale and coucentralion of production have rveached gi-
gantic proportions and the entive economic machinery has
become much more complex. The law governing capitalisin’s
development, which Lenin formulated over sixty years ago,
is still fully operative. Lenin wrote that capitalism in ils
imperialist stage leads right up o the most atl-round social-
isation of production, draws, so to say, the capitalists,
against their will and conscious desire, into a new sort of
social order, transitional to complete socialisation.

State-monopoly capitalism and its control mechanizin
demonslrate the extent to which it can adapt the capitalist
proouction machinery to the new economic conditions. High-
ly developed production objectively demands @ halance.
Given public ownersaip, the achievement of such a balance
becomes the decisive factor behind the Turther development
of productive forces.

In contrasl to socialisw, state programming in the capital-
ist conntries is geared L raintaining the system of exploi-
tation and oppression. Within the capitalisl system, the com-
ponents and functions of the superstructure are adapted to
promotivg the development of productive forces as far as
they assist in maintaining the private ownership of the
means of production. The significant national resources con-
trolled by the bourgeois state provide a real basis for an ac-
tive state policy with respect to the cconomy. ! The medium-
term national economic programmes in France, Italy, and
Britain, the annual ones in the Netherlauds and the Scandi-
navian couttries, and the long-term carry-over programmes
in Japan arc well known. Atteinpts to elaborale joint eco-
nomic development programmes for economic groupings and
bloes of several capitalist slates are nothing new. Virtually
every country in the capitalist world applies some form of
programming in the practice of state regulation. The fact
that programming has becn practised in the majority of cap-
italist countries for a long time now indicates Lhat pro-

! “Today, in fullilling these functions, ihe stalte concenlrates in
ils own hands roughly 35-40 per cenb ol the national incowme, and

this share comes under central and local budgets” (Mirovaya eko-
nomika i mezhdunarodniye otnosheniya, No. 3, 1978, p. 150).



gramming is becoming a coustantly operaling institution of
conlemporary capitalism, a faclor of no minor importance
in the developiient of the capitalist economy, exerting a sub-
stantial impact on capitalist reproduction and on all aspcets
of political and social affaivs in the capitalist countries.
The evolution of traditional forms and methods of state
intervention in the economy, given the domination of pri-
vate property, has led to the formation of econerhic prograni-
ming snited Lo the nature of capitalist production. The exist-
ing set of measures for indirectly controlling economic devel-
opment has come Lo be called “indicative planning” in the
capitalist countries, as the anlithesis of centralised directive
planning in the socialist countries, The recommendatory na-
ture of indicative planning is determined by the restricltions
imposed by private capitalist property and the competitive
mechanism in the capitalist cconomy. Even so, state pro-
gramming is cxpected to exert a more active impack on capi-
lalist reproduction than traditional control methods do. It
affects not only the financial sphere, but also the production
and accumulation processes. ‘
Economic programming in the capitalist countries is con-
ditioned by the high development level of productive [orces,
the all-round morging of the state and monopoly corpo-
rations, the impaclt of economic competition between the
socinlist and capitalist systems, which compels the capitalist
countries to aim for stable and high economic growth rates.
Economic planning in the developing countries is dictated
by other factors: the need to overcome their backwarduess
and attain economic independence from the imperialist coun-
trics. The successes of the socialist countries and the unal-
tractive prospect for the developing countries of having to go
through all the same stages as the capitalist countries of
Europe and North America did, force them to resort to
planned economic managemont. In the developing countries,
the emergence and development of state planning and man-
agement are direclly linked with shedding colonial shackles
and attaining independence. The last twenty years have seen
many and increasing attempts by these countries to exert a
planning influence on the course of socio-economic develop-
ment. State planning and management are considered there
a3 the most effective way to speed up economice progress and
implement social transformations.
Blate planning and management are practized in some form
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or another in the majority of developing countries today.
Their particular role and distinguishing features in these
countries are, as a rule, connected with the special functions
of the state, with the fact that the key social problems
can only be solved by systematic state-organised economic
activities; that the state not only influences overall develop-
ment, but alse acts as the connecting liuk in the multistruc-
tured economy; that state intervention and a purpose-orient-
od state policy are the only national factors capable of ini-
liating the fundamental restructuring of a non-integrated
cconomy.

This shows that state planning and management in the
developing countries cannol be considered as an attempt to
represent the desived state of affairs as the actual one. The
state does, of course, indulge in planning here, though this
is an extremely complex and contradiclory phenomenon, as
complex and contradictory as the developing countrics’
clhioice of a future development course. The direction in which
the material and social conditions for the functioning of
stale planning and management will develop depends on the
choice of a socialist or a capitalist developmont course. The
last two decades have shown that only non-capitalist devel-
opment is capable of providing the material and social con-
ditions for successful application of state planning on a na-
tional scale.

In contrast to the Marxist understanding of the role and
place of cconomic planning in countries with different so-
cial conditions, bourgeois ideologists put forward the thesis
of neutrality of planning which can be applied under any so-
cial conditions. The apologists of capitalism manipulate the
concept of “planning™ activities by the state to advertise
the convergence theory. On the basis of the increasing statc
activities in regulating the economies of the capitalist and
developing countries. bourgeois economists now claim that
the capitalist world is advancing towards some form of
planned economy. Indeed, a genuine revolution has taken
place in Western theoreticians’ way of thinking. Planning
from a single centre is no longer viewed as the enemy, but as
the ally of the market economy. Stale organisation and
private competition, i.c., the plan and the market, are mutually
complementary, according to French economists. They are
supposedly not alternatives, but fulfil different functions: the
market cnsureg a short-term equilibrium through the price
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mechanism, while the purpose of the plan is to find long-term
solutions. Bourgeois economists believe that decision-making
is essential for planning, and that the latter should not be
considered as something conflicting with the markel econo-
my. The authors of the convergence theory have announced
the socialisation of capitalism through stale planning and
programming, The term “state planning” no longer fright-
ens big businessmen.

Cunnar Myrdal wrote on Lthe problem of development in
the countries of Southern Asia that nowhere have “social-
ism and the planned enlargement of the public sector as yet
gone against the interests of big business or any other group
above the masses”. ! This puts over the idea that certain
forms of planning do not conflict with privale enterprise.

The apologists of capilalism try to present state ‘‘plan-
ning” aclivities ag evidence of an improvement in capilalism,
and in the developing couniries as a way out of the stagna-
tion through inlegration wilh the industrialised capitalist
countries. The ideologislts of monopoly capilalism see slate
planning as the key to the resources of the former colonies.
Thig idea has been takcu up by the governments of many
capitalist countries whose imperialist quarters have gone
over from refuting outright the advantages of planned cco-
nomic development Lo using planning in the developing
sountries in their own interests. They use consultative aid
to these countries to collect all sorls of information, assess
the possibilities for Lthe profitable relocation of lheir capitals,
Lo subordinate slale investment to the inlerests of the pri-
vate sector, as well as to “plan” the granting of credit,
pushing the newly-emerged countries into setling up eco-
nomic struclures ensuring depcndence on former and new
metropolilan countries, and so on,

An increasingly common practice in recenl times is the
granting of aid to Lhe developing countries on the condi-
tion that the representatives of the capitalist counlries have
access to all types of cconomic and planning informa-
tion. The planning and managerial services of the develop-
g countries are being swamped by all sorts of experts
who have undergone a special training; mass issues of suit-
able “economic”™ and “planning” literature are brought
—_—

' Guomar Myrdal, Asian Drama. An Inguiry inte the Poverly
uf Nations, Vol. 11, Pantheon, New York, 1968, p. 737.
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oul. In recent years, the ruling circles of the imperialist
powers have been transferring the accent in “aid” to the
developing countries to technical assistance in training per-
sonuel. This is no chance development, but a result of a
far-reaching policy.

State planning has thus become the object of a fierce
ideological and economic struggle between progressive and
reactionary forces, both inside and outside the developing
countries,

The need for comprehensive research into state cconomi-
ic planning and programming in countries with different
social conditions is self-cvident. An ecssential precondition
for such research is recognition of the fact that the essence,
forms and methods of state economic planning and pro-
gramming reflect all the most important features of the pre-
dominant produnction rclations. The advantages of socialis!
planning, which ensures a genuine flourishing of the econ-
omy in the interests of the pcople, are quite distinet,

Marxist economisty, in their all-round analysis of new
phenomena in the state reeulation of the capitalist econ-
omy, justify the need for a democratic alternative Lo slate
capitalist programming, formulate a number of new proposi-
tions for the economic programmes of the workers’ parties
engaged in the class struggle under capitalism and during
the transition to socialism. They reveal the realistic prospects
for the economic competition helween socialism and capi-
talism in specific aspects of the state activitics in man-
aging the national economy.

An assessment of the development trends in slate econ-
omic planning in the newly-emerged countries is important
for Marxists because of the attempts that are being made
lo apply elements of centralised regulation to the utilisation
of national resources in order to attain economic indepen-
dence. The development of national planning towards so-
cialist planning or capilalist programming constilutes one
of the chief characteristics of the development of the mul-
tistructured economies of the developing countries. A conn-
try's social orientation in both planning and in general
depends on whose inlerests are served by the resources
the state controls,

The present rescarch will reveal the dificrence between
the Lheoretical concepts underlying the methods of social-
ist planning, capitalist programming and state planning in
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the newly-emerged countrics, dotermine the specific meth-
ods counccted with the very nature of socialist planning
or capitalist programming, establish the fundamental lim-
its to any possible interpenetration of various methods
conditioned by socialist or capitalist production relations.
At the same time, the rescarch will help in defining the
spheres of capilalist programming where helpful methods
might be found for use in socialist planning, too.






Chapter I

THE BASIC DIFFERENCES
BETWEEN SOCIALIST PLANNING
AND CAPITALIST PROGRAMMING

Centralised economic planning first arose within the
socialist countries, where il is being successfully developed
and improved; individual elements of state cconowmic plan-
ning are also applied in developing countries, while many
capitalist states iry to implement national programmes for
development. The need to plan economic development is
now universally recognised and reflects the necessily of
managing this development on a scientific basis. Economic
planning creates major opportunities for the consciouns and
rational use of resources in individual countries and re-
gions. I'or the planned, balanced development of the econo-
my, however, for taking advantage of overall nalional eco-
nomic planning, certain real conditions are required.

The term “planning” is now a popular one, used widely
in various situations. Recent decades have seen the idea
of planning national economic development gaining curren-
ey throughout the world, in countries with different socio-
economic systems. This means that the current level of de-
velopment of productive forces aund Lhe social nature of
production require balanced and purposeful development
of the economy. At the same time, the social conditions in
different countries favour the effective application of macro-
economic planning methods to varying degrees. This gives
tise to complex theoretical and practical problems, which
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are elaborated by economisls with the mosi diverse politi-
cal views, reilecling the interests of various classes and so-
cial strata. The governments of many countries are making
considerable efforts to apply economic development planning
in practice. Iu recent years, there has been a substantial
step-up in the work of international organisations in this
sphere.

National Economic Planning as an Element
of the Socialist Economy

The principle of the planned development of the econo-
my is dictated by the objective conditions of sociely loday.
Large-scale machine industry and the deep division of la-
bour giving rise to Lthousands of interconnections, reso-
lutely demand a balanced devolopment and planned control
of productioun.

The socialist transformations in the USSR broke down
the barriers to planned, balanced ecomomic development,
tho chief one being private ownership of the means of pro-
duction. The emergence of a socialist society made it
possible for the first time ever to put forward national
goals and involve all the people into pursuing them.

The goal of economic development in the socialist coun-
tries is maximum satisfaction of the growing needs of so-
ciety as a whole and of its individual citizens. Various in-
termediary lasks arise in the pursuit of this overall goal,
their nature being determined by the level of development
of productive forces at each given stage and by the objec-
tive economic conditions. Even so, all these targets must
serve the attainment of the main one—the rise in the peo-
ple’s standard of living and the developmenl of society’s
productive forces.

Article 15 of the Soviet Constitulion states that “the
supreme goal of social production under socialism is Lhe
fullest possible satisfaclion of Lhe people’s growing mate-
rial, and cultural and intellecctual requirements”.

The elaboration of the principles of economic planning
that a number of countries use today in various forms be-
gan in a counlry thal was then way behind the developed
capitalist states. On the eve of World War I, Russia was
producing only an eighth of the USA’s volnme of indus-
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trial output at the lime, and only a thirteenth or fourteentk
in per capita lerms. Allthough industry in Russia was run-
ning fifth in the world in terms of output, it was still
backward and badly equipped. The economy’s machinery
and equipment needs were mel mainly through imports
from the developed capitalist countries.

The imperialist World War I, and the foreign military
intervention and Civil War following the Revolution led to
the collapse and destruction of a substantial part of the
country’s produclive forces, throwing the Russian economy
far back. Afler the Great Oclober Socialist Revolution in
1917, until the first long-term development plan was drawn
up in 1920, Soviet Russia was producing less than 14 per
cent of the country’s 1913 volume of industrial output. The
national pig iron output was only 116,000 tonnes against
4.2 million tonnes in 1913 and the respective figures for
iron-ore mining were 164,000 Lonnes and 9.2 million tonnes.
The outpul of coal mining dropped o a third, the extrac-
tion of oil to two-fifths and the gencration of electricity to
just over a quarter. Agricultural production dropped by
a third. The national income stood at aboul 23 dollars per
capita (in 1958 prices).! The foreign intervention and the
Civil War cost Soviet Russia a quarter of the prewar na-
tional wealth.

These figures show that Lhe new state inhorited an eco-
nomic polential that was poorer than those of some of the
larger developing counlries today. For instance, the 1967-
69 per capita nalional income waz 270 dollars in Brazil,
12 dolars in India, and 67 dollars in Nigeria.?

Only exlreme measures could bring Lthe country out of its
impoverished condition. All available resources had to be
mobilised for restoring and then accelerating changes in
the economic structure, and the effective utilisation of re-
sources ensured. To these ends, the centralised planning
and management system was set up and, as the cconomy
developed, it embraced a growing quantity of economic re-
sources and spheres.

In 1920, the world’s first ever long-term economic plan
was claboraled —the GOELRO plan for the electrification of
Russia over a 10- Lo 15-year period. Since then, the planned

; Here and hencelorth given in US dollars.
. The national incomes are calculaled by the methods current
in theso countries.
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management of the national economy has developed and
improved. Plauning in the USSR has been practised for
over half a century. Now ecconomic malters on (he scale
ol the enlire Soviet ecomomy are decided and directed
by the slate national plan for economic and social devel-
opment, which provides for the steady development of pro-
ductive forces, an increase in tho national wealth, and a
strengthening of the country’s dofence potential. The state
plans are major instruments for managing all sectors and
spheres of the economy.

Now is the moment to consider the suitabilily of the
concepl of “planning™ for describing naliomal economic
planniug under socialism and its unsuitability for describ-
ing thal under the capitalist system. It should be noted
that we are here referring to overall national economic
state planning, rather than the general concept of economic
planning applied in any particular economic sphere. For
instance, planuing within a firm or corporation ouly exists
as far as capitalism as a system does.

National economic planning under socialism may bo scen
Lo consist in the slate’s economic activities to eunsure
the oplimal utilisation of all produclion facilities for the
all-round satisfaction of people’s requirements, and in the
creation of suitable conditions for the further development
of society and the individual. The form taken by these ac-
tivities is the planned management of the economy. This
means that the state, first, organises production in the in-
lerests of society as a whole and that, second, it is precise-
ly the state that organises production, i.e., the state is the
executive of management on the national economic level.
It represents the people as owners of the means of pro-
duction and, in this sense, as society's trustee it fulfils
the functions of managing production and distributing re-
sources. The combination of social goals with socialist pub-
lic ownership makes it possible to apply the only form of
managoment possible under these conditions—planned man-
agement. Iissentially, this management consists in the pur-
poseful, conscious and co-ordinating activities of economic
hodies, ensuring that the activities of each socialist enter-
prise meet the national interosts.

Under socialism, state activities geared to achieving bal-
anced and efficient development arve a reflection and result
of the socialisation of production. Highly developed pro-



duction’'s demand that a balance be achieved thus be-
comes an urgent necessity, the deciding factor behind the
further development of productive forces. It is this sphere
of economic analysis—the conditions for the further de-
velopment of modern productive forces—in which it is
possible to pinpoint the common origins of the two differ-
ent types of state influence on the economy. These com-
mon origins cannot, however, give rise to just one sort of
stale influence on tho development process under the two
different modes of production—the capitalist and the so-
cialist.

Whatever the scale and results of the bourgeois state’s
actions to overcome imbalances in development, Lhey can-
not erase the fundamental differences between socialist
planning and capitalist programming. The former procecds
from the economic laws of the new social system and
applies them Lo advantage: the basic economic law of so-
cialism, the law of planned, balanced deveclopment of the
economy, the law of disiribution according to work done,
and so on. As a result, socialist planning helps in build-
ing the new society.

Bourgeois programming, however, is praclised in a so-
ciety whose economy operates according to the laws of the
capitalist mode of production. In contrast to socialist plan-
ning which rests on a mastery of the objective laws of
economic development, bourgcois programming is subor-
dinated to the spontancous operation of the laws govern-
ing the capitalist economy. The main purpose of the bour-
geois state’s economic functions is to maintain the exploi-
tative system, to foster privatc ownership of the means of
production and create favourable conditions for the monop-
olies to cream off maximum profits, regardless of fluctua-
tions in the economy. This all means that state prograin-
ming ean be regarded as a means for maintaining Lhe
existing course of social development. The rcactionary es-
sence of capitalist programming cannot be camouflaged
even by the most altractively-painted programming [ore-
casts of a future state of ‘‘prosperity’’. Some sixty ycars
ago Lenin wrote that “planning does nol make the worker
less. of‘a slave, but it enables the capitalist to make his
DProfits ‘according to plan’ V.t
" 'V.OL Lcn'm‘,y “The Seventh (April) All-Russia Conforonce of
e RS.D.L.P.(B.)", Collected Works, Vol. 24, p. 306.
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This class approach to the essence of state program-
ming allows a clear dividing line to be drawn between the
completely opposile goaly and tasks of socialist planning
aund capitalist programmming., Uunder socialism, the tasks of
nalional economic planning reflect the people’s interests
and the laws governing socio-economic, scientific and tech-
nological progress. Under capitalism, state intervention in
the economy Lhrough measures influencing technological
progress helps to make the monopolies more compelilive
and lo [urther enrich Lhe propertied classes, and results
in the people themselves having to bear the brunt of the
problems involved in capitalist cconomic development.
State capilalist programuming, whiclh expresses the inler-
ests of the monopolistic upper crust, is essentially antag-
onistic lo Lhose of the working pcople, though the apolo-
gisls of capitalism try lo paint it as a sign of social har-
mony. The creation of a wachinery [or state-inonopoly
control is yet another attempl Lo save capitalism, thus re-
flecting the real difficulties enconnlered by the system of
market self-regulation,

The different purposes of socialist planning and capital-
ist programming are condilioned by the different spheres
thal come under plauning: the socialist system, wilh pub-
lic ownership of the means of production, and the capital-
isL one, with a predominance of private ownership of these
means and the private nature of appropriation of material
goods and services.

The fundamental differences in nature belween socialist
planning and capitalist programming, their totally oppo-
site goals, and the different planning spheres also engen-
der Tundamental differences in the methods of state man-
agement employed. The combination of centralised direc-
tive planning of the national economy wilh the economic
independence and initiative of socialist enterprises makes
it possible to mobilise all the country’s resources and the
people’s crealive work to speed up socio-economic devel-
opment. This creates an opporlunity for organically com-
bining the methods of centralised planning with the use
of valuc levers within a single system for managing both
the economy as a whole and ils individual components.
Under capitalism, slale programming pursues the goal of
adjusting the eflect of the market mechanism, smoothing
over its most destructive consequences, The intertwining
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of state regulation with the economic mechanism takes
the form of adapting state cconomic policy measures to
the laws of capitalism. The market subordinates state pro-
gramming and resulls in the application of economic pol-
icy methods suited to the nature of the capitalist econo-
my. The development of state-monopoly control led to the
formation of the only possible form of state “planning”
of the capitalist cconomy, which is called indicative plan-
ning.

The non-obligatory mnature of the programmes means
that they are basically no more than economic [lorecasts
prepared by state bodies. Economic forecasting is also
practised in Lhe socialisl countries, but here this constitutes
a preliminary stage in the claboration of the long-term plan.
A complex sel of methods, including all contemporary eco-
nometric ones, have been devcloped and used for economic
forecasting purposes. The socialist countries’ experience in-
dicates that forecasls can constitute an integral part of
the plan only when they are the point of departure in
planning developmenlt, The preparation of long- and medi-
um-term forccasls cannot replace planning.

It should be stressed that the indicative, i.e., non-oblig-
atory nature of capitalist programming is presenled by
bourgeois Lheoreticians as one of its advantages over so-
cialist planning. Theoretical analysis of such claims and
praclical observations testify thal the opposile is the
case, that it constitutes a limitation on and source of con-
tradictions and weakness in this “planning”. By ils very
nature, the bourgeois state cannot control the process of
production and distribution in conflict with its basic prin-
ciple- -that of promoting the self-cxpansion of capital and
the extension of the sphere of capitalist exploitation.

Thus, only at first sight do the state national economic
planning under socialism and state overall national pro-
gramiming under capitalism seem at all similar in that
they both involve the slate acting on the economy in the
pursuit of certain global aims. Any more detailed cousid-
tration of the two shows that they differ in all the details
Making up this “overall™ picturce. There is a dillerence
1 Lhe class nature of the state. and in the social pur-
pose of its activitics, in the principal distinguishing flea-
tares (in the character of production relations) amd the
Tesulting differcnces in methods of implementation (sve
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next chapters). The overall result is the appearance of in-
compatible concepts of planning and programming, the
divergence betwcen which might be formulated briefly as
a comparison of all-embracing dircctive socialist planning
and indicative, partial capitalist programming.

The hourgeois state’s actions to reduce the imbalance
in the economy and promote development by means of
economic programming create the illusion that modern cap-
italism is going through some transitional state from
anarchy to “planning”. Attempts to co-ordinate the activ-
ities of various economice sectors and different types of la-
bour under the increasing division of labour, are often re-
ferred to as “planning”, “state activilies to achieve an eco-
nomic balance”, or ‘‘state co-ordination of development’.
Such facts and the terms used Lo defino them give rise to
claims that there is “planning” under capitalism, without
Marxist assessments of the class content and limited na-
ture of such “planning” being mentioned.

If we consider planning as an cssential component of so-
cialist production relations, as a fundamental category of the
socialist system rather than a derivative one, the esscnce
of state capitalist programming becomes much clearer.
These bourgeois state activities can be regarded as an at-
tempt to compensate for the destructive consequences of
the market mechanism and to achieve a balance of the cap-
italist economy. ln rveality, they are based on the bhour-
geois state controlling considerable resources that allow it
to indulge in such activities. Tt does not follow, however,
that capitalism as a systern of production relations thus
demonstrates the possibility of a fully planned balance.
The society of private property and, consequently, of con-
flicting goals cannot achieve an organic combination of
“planning activities” by the state supersitructure and the
economic basis. The latter invariably modifies the superstruc-
ture’s attempts in accordance with the laws of capitalisl de-
velopment. Tf bourgeois programming is viewed from the
organisational and material angle, rather than from that
of its socio-economic essence, the bourgeoi: state’s activi-
ties are seen to be determined by the scale of social pro-
duction, the extent of the division of social lahour and the
multiple intertinks in the social co-operation of production,
i.e., the high Ievel of development of produnclive forces.

Yet even the transfer of part of the national resources
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to the jurisdiction of the bourgeocis state does not change
the capitalist character of productive forces.? Engels wrote
that *“state ownership of the productive forces is mnot
the solution of the conflict, but concealed within it are
the technical conditions that form the elements of that
solution™.2 These productive forces no longer fit into the
framework of capitalist production relations. One sign of
a growing readiness for the traunsition to socialism is the
state’s organisational activities in elaborating and imple-
menting development programmes. Such an organisation-
al and material interpretation of the concept of capital-
ist programming is, of course, a limited omnec, since the
functions of Lhe bourgeois state reveal the class interests
ol the exploiting minority in capitalist society.

Thus, the bourgeois stale’s activities can be regarded
as a manifestation of the basic relation in capitalist so-
ciety—that of exploitation. Moreover, programming is used
for collective exploilation under bourgeois slate auspices:

All these poinls have been made in order to stress the
importance of studying the calegory of the planned, bal-
anced cconomy not only with respect to the development
stage of socialism, but also to the suitability of this
concept for any particular system of production relations,
for the mnature of the interconnections of this category
and that of the level of development of productive
forces.

It seems justified to say that, under socialism, ‘“plan-
ning is a form of movement of the aggregate of produc-
tion relations” and that “planned relalions constitute part
and parcel of production relations”. In this lies the main
possibility ol attaining a balanced economy under social-
ism. In a socicty where the private form of assimilation
of the product predominates, the antagonistic interests of
property holders exclude the possibility of attaining a bal-
ance by mecans of conscious regulation of the economy.
This does not, howover, exclude attempts at such regula-
tion, attempls engendered by the social character of pro-

! See: Frederick Engels, Anti-Dghring, Progress Publishers,
Moscow, 1975, p. 330.
. * Frederick Engels, “Socialisin; Utopian and Seientific”. In:
I\;u‘] Marx and Frederick Engels, Selected Works, in three volumes,
Yol. 3, Progress Publishers, Moscow, 1976, p. 145.
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duction. Such regulation conflicts with tle economic laws
of capitalism, while, under socialism, it is an organic com-
ponent of the economic system. This explains the transi-
tion from partial planning in the multistructured Soviet
economy to all-embracing national economic planning un-
der dcvoloped socialism. It also explains why capitalist
“planning”, rvestricted by the bounds of private property,
is a weapon in the cxtremely fierco competition between
property holders., “Where there are no common intercsts
there can be no unity of purpose, much less of action.”!

The identity of purpose and intercsts of the members
of socialist society provides the basis for the main dis-
linguishing {feature of socialist planning—its genuinely
democratic nature. Tt is this that determines the people’s
participation not only in implementing, but also in drawing
up socialist national cconomic devclopment plans. The or-
ganisational principles behind national economic planning,
based on Lenin's idea of democratic centralism, guar-
antee that all the working pcople take an aclive part in
compiling the plans for cnterprises, industrics, republics
and the country as a whole.

In contrast to socialist planning, capitalist programming
praclice reveals atlempts to conceal the class cssence
ol the bourgeois state’s cconomie policy behind a sup-
posedly democratic facade. During booms, entrepreneurs
agree to a limited “triangular partnership” among busi-
ness, the stale and the trade unions in preparing develop-
ment programmes. When there are cconomic difficultics,
however, the state hodies reveal overtly centralist, bureau-
cratic tendencies. Since the state's economic apparatus is
a weapon in the hands of the bourgeoisie, under such con-
ditions even the illusion of ‘“representative democracy”
disappears. Thus, during the preparation of the seventh
French “five-year plan”, which coincided with an cconom-
ic crisis, the number of commissions engaged in the work
at the final stage was cut to 17 against the fifty thal had
worked on the sixth such plan. There was a correspond-
ing cut in the alrcady small number of participants in the
claboration of the government’s cconomic programme,

! Frederick Engels, “Revolution and Countor-Revolution in
Germany”, Tn: Karl Marx and Frederick Engels, Selected Works, in
three \olumes, Vol. 1, Moscow, 1976, p. 307.
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Among the most outstanding features of socialist plan-
ping it should be noted that national oconomic planning
constitutes the economic policy of the socialist state, ad-
dressed specifically to particular spheres and organisations.
This planning has a clear party nature, in contrast to at-
tempts by the bourgeois state and its apologists to put
over capitalist programming as a non-class national eco-
nomic policy or as one of class co-operation. A clearly de-
fined class position on aspects of state economic manage-
ment is ensured under socialism by the clear-cut theo-
retical basis of socialist planning, This is Marxist-Leninist
economic leaching, the key clement of which—the theory
of reproduction—is the direct methodological basis of the
theory of planning, allowing national economic develop-
ment planners to proceed from a knowledge and correct
application of objeclive economic laws.

An objective appraisal of all the conditions under which
the socialist economy is developing allows commodity-
moncy relations to be used rationally within the frame-
work of planned economic management. Socialist man-
agement practice has shown convincingly that, under so-
cialism, an organic combination can be achieved between
centralised control of the national economy and the cco-
nomic independence of enterprises.

Since state economic programming is geared not fto
transforming the foundations of the capitalist system, but,
just the opposile, to maintaining and consolidating them
in the form of private ownorship of the means of produc-
tion, and since state control is combined and merges with
market control, it is eventually subordinated to it. “State-
monopoly regulation, exercised in lorms and on a scale
which meet the interests of monopoly capital and are
aimed at preserving its rule, is unable to control the spon-
taneous forces of the capitalist market,” stress the docu-
ments of the International Meeting of Communist and
Workers' Parties (1969).! The CPSU Central Committee
report to the 25th Party Congress states that “capitalism
did its utmost, so to speak, to keep in step with the
times, to apply various methods of cconomic regulation.
This made it possible to stimulate economic growth, but,

Ulnternational Meeting of Communist and Workers' Parties,
Moscow, 1969, Prague, 1969, p. 19.
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as the Communists foresaw, it could not remove the con-
tradictions of capitalism.” !

Soecialist planning is not confined to excrting an indi-
rect pressure on economic development and mnses value
levers within the overall system of direct (directive in na-
ture) management of the national economy. It is more
cffective than capitalist programming simply because it is
based on a mastery of the objective laws of economic de-
volopment. A

The USSR’s success in the planned, balanced develop-
ment of its economy has shown the decisive influence ex-
erted by slate planning on the rate of economic growth,
the creation of an independent economy and the rise in
the pcople’s standard of living. The unfounded criticism
of planned development by bourgeois cconomists and states-
men is being gradually replaced by increasing interest
in planning, and altempts are being made to use certain
clements of planning and programming undor a variety of
social conditions.

The Principles and System
of Soviet National Economic Planning

The Soviet fundamental organisational and methodolog-
ical principlos elaborated theoretically and tested in over
fifty years of practice determine the cssence of soeialist
planning. These principles include, above all, tho following:

-—a unity of politics and economics with a clear social
orientation of the slate’s planning activities;

—the all-embracing nature and unity of planning rest-
ing on socialist ownership;

—the combination of overall national, group and indi-
vidual interests arising from the class structure of a so-
ciety consisting of working people without exploiters;

-—democratic centralism as the general principle for or-
ganising planning, reflecting the unity of interests of so-
cicly, groups and individnals and ensuring tho broad par-
ticipation of all the pecople in elaborating and implement-
ing the national economic plans;

Y Documents and Resolutions. XXVth Congress of the CPSU,
Novosti Press Agency Publishing House, Moscow, 1976, p. 33.
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—the obligatory nature of the plans worked out by so-
ciety for all executive agencies, the plan assuming the
force of law, as set out in the Constitution of the USSR.

The interconnection between the political and economic
spheres during the elaboration and implementation of
plans consists primarily in the way each plan is geared
to strengthening and developing the socialist system, and
the fulfilment of economic tasks is closely linked with
that of political ones. Lenin wrote that, without a correct
political approach, no class would maintain its dominion
and, consequently, would not he able to fulfil its econom-
ic tasks.

The all-embracing and unified nature of planning on-
sures a balance of all sectors of the economy and makes
it possible to use all the counlry's resources in the pur-
suil, of an integral complex of economic and social tar-
gets, for co-ordinating tho interesls of society as a whole,
of individual groups of workers and of individuals.

The implementation of democralic centralism in nation-
al economic planning implies a combination of central-
ised sctting of tho key plan targets and plan indicators
with the granting of broad powers to Union republics, 10-
cal Soviets of People’s Deputies, staffs of enterprises and
organizations in elaborating the plans, selecting effective
methods for utilising manpower, finances, materials and
natural resources. In practice, this is reflected in the way
the plans are drawn up from ‘“the top down” and vice
versa. The dilemma characteristic of programming in the
capitalist and developing countries, known as “project ver-
sus plan”, does not exist for socialist planning. Lenin re-
marked that under socialism, the principle of “only from
the bottom up” would mean anarchy.

The problems to be considered and resolved centrally
include those affecting the interests of cither society as a
whole or substantial sections of the population. These arve,
for example, the choice of the chief trends and propor-
tions in the development of the country’s economy, the
choice of scientific and technological pnlicy, the rise in
production efficiency, the ensurance of full cmployment
of the able-bodied population, the rise in wages and other
forms of consumption, and social security for the pecople.
Also among the most important questions deall. with cen-
trally is the planning of investment in devecloping eco-
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nomic sectors. The distribution of investment betwcen the
various spheres and sectors of the mnational cconomy is
connected with the need to accurately predict the demand
for new productive and non-production facilities, and then
decide the volume of the production of goods and services
in all sectors.

Centralism makes it possible to co-ordinate the work of
the thousands of enterprises producing the entire range
of outpul manufactured in all the many regions of the
enormous country, and te synchronise the entire produc-
tion machinery, whereas democralism creales an opportu-
nity to draw virtually all participants in the production
process into the elaboration and implemenialion of the
plans, to take account of their interests and find the most
cffective methods for fulfilling the agreed tasks in each
enlerprise and each job. Democratism in planning en-
sures that the working people have a conscientious attilude
to their work, to whal they are cntrusted with doing in
the interests of society, which helps to guarantee that the
key plan tasks be fulfilled. The legal obligation to fulfil
the plans is thus realistic. These general principles deter-
mine the nature of the spccific demands made by social-
ist society ou Lhe organisation and melhodology of plan-
ning, including, above all, those that determine thie object
and goals of planning:

--the scientific, technological and economic feasibilily
of the plan targets, full account being taken in them of
the opportunities for scientific and technological progress;

-—maximum economic officiency of the tasks and deci-
sions envisaged in the plan; overall savings of social la-
bour;

—the co-ordination of long-term and short-term econom-
ic plans;

-—the unity of sectoral and territorial planning;

—the evening oul of economic development levels of
individual regions of the country; the comprehensive de-
velopment of the economy; specialisation in the division
of labour.

It would be impossible to put all this into practice with-
out creating and unsing interconnccled systems of meth-
ods for claborating national cconomic plans, applying a
unified set of indicators, fully co-ordinating the set of
plan indicators and accounling statisties. In turn, the ap-
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plication of these methods for determining the indicators
of the plan would be impossible withoul a system ol quo-
tas for the usc {cxpenditure) of all the key resources. At
the same time, such a sysltem of quotas musl vary con-
stantly in order Lo take account of all the trends in scien-
tific and technological progress and the introduction of
progressive forms of production organisation and man-
agement.

All these principles underlie the system of national
economic plans and slate planning bodies. Tn the USSR,
the system of national economic plans includes Lhree types
of plan that differ, fivst, in their lime horizon and, sccond,
in the scale and nature of their targets. These three types
are: long-term plans (for ten or filtcen years); medium-
term ones (five-year) and shorl-term plans (for a single
year).

Long-term plans arc programme documents defining and
delermining the overall (basic) Llrends in the social, eco-
nomic, scientific and technological development of sociely.
In addition lo the chief development targets, the long-
term plan contains a rational social, economic, scientific
and technological policy, an ecstimalion of the resources
required. for attaining the targets and ways of cnsuring
their efficienl utilisation, the mosl important indicators of
the structure and volume of production and consumption
growth, In such a plan, the lrends in socio-cconomic trans-
formations are determined, as well as Lhe improvement of
production relations, structural, scientific and lechnologi-
cal changes in production. the location of productive
forces in the country, and the development of scientific re-
search. The long-term plan also eslablishes the order of
priority [lor solving the most important socio-economic,
scientific and technological problems, and developing large-
scale territorial-production complexes. This creates an
opportunity for combining overall goals and tasks in the
long-term plan with the specific tasks of cach individual
five-year plan within the framework of a long-term pro-
gramme, One major specific of the long-lerm plan is the
need to take account not only of scientific and technolog-
ical advances that are already known, but also of new dis-
coveries and achiovements expected in science and tech-
nology.

From the methodological point of view, long-term plan-
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ning presupposes the use of qualitative indicators describ-
ing the major trends in the development of the national
economy, ils individual sectors, regions of Lhe country and
the peoplo’s standard of living. Such plans are drawn up
using multivariant calculations, resulting in the choice of
the varianl making it possible to fulfil all socio-economic
tasks with a high degree of efficiency and rapidly. To this
end, forecasts are made for the various spheres of the
gconomy and society, and malhematical economic methods
and models are applied widely.

The elaboration of the long-termw plan involves three
stages: the drafting of plan concepts, key trends, and a de-
veloped long-term plan. The long-term plan is drawn up
for sectors of the national economy, Union republics, ag-
gregated cconomic regions and major complexes of inter-
sectoral problems.

Within the framework of the medium-term (five-year)
plans, the lasks of the long-term plans are specified and
so priorities are oslablished. These plans detormine the
growth rate and slructure of the whole cconomy, sel the
volume of production and investment for scctors and re-
gions, the tasks involved in scienlific research, specialisa-
tion and co-operation of production, specific characteris-
tics of the location of new production units, and the tasks
involved in increasing production -efficiency. The plans
also fix the targets, in temporal terms, for raising the
standard of living, indicating Lhe calegories of income and
the increase in individual components of the consumption
of the population as a whole and of individual social groups.
The possibilities for raising the people’s well-being are de-
termined primarily by the scale of production growth, and
the size and sphores of investment, so carefully calculat-
ed indicators of the volume of output in the individual
branches of material production constitute the foundations
of the plan. The medium-term plan elaborates in detail
the growth possibilities for the sectors ensuring an ac-
celeration of scientific and technological progress, highor
efficiency of all social production and, above all, engineer-
ing, the power industry, the chemical industry, and indus-
tries producing information and office equipment.

Since the five-year plan’s purposc is to provide for the
fulfilment of very specific tasks, while applying the prin-
ciple of balanced development, a system of balance calcu-
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lations is used for co-ordinating all the scetions of the
plan and its many indicators. This system is more delailed
than the one used in long-lerm planning (see Chap-
ter 2). The material balances (input-output Llables) are
compiled for a more detailed list of products. The invest-
mont programme is also considerably more detailed. A
larger number of indicators are calculated for the medium-
term plan (compared with the long-term one) mnol only
for the entire five-year period, butl also for each individual
year. They also become obligatory directives for all eco-
nomie units, including enterprises and organisations. The
all-round co-ordinalion and balancing of the plan in the
scctoral and territorial terms arc essential conditions for
fulfilling the plan largets in practice.

The five-year plan is drawn up in two stages: first, the
elaboration of the key irends in national economic devel-
opment, while the second stage results in the comprehen-
sive five-year plan. The main trends constitule a model of
the Tuturc five-year plan, in which its largets and the re-
sources for attaining them are specified, together with Lhe
key problems to be tackled by the fulure plan, Proceeding
from the main (rends a drafl five-ycar plan is drawn up
and then discussed throughout Lhe country. Discussion of
the draft plan culminates at the next CPSU Congress,
which makes decisions concerning the chief guidelines for
the development of the national economy. On the basis of
these a comprchensive five-year plan lor the development
of the national ccononiy of the USSR is drawn up, with
the targets allocaled by ycar, ministry, department, Union
republic and economic region.

Implementation of the key stralegic socio-cconomic
tasks is not only accomplished within the [ramework of
the five-year plan. The search for all latent reserves and
potentials not revealed within the five-year period is car-
ried on under the annual plans which are instrumnents for
day-to-day management of the entire national economy.
These plans specify Lhe yearly tasks of the five-year plans
and, on the basis of this and detailed economic analysis, a
scheme is worked out for the interconnections between en-
terprises for virtually all the key products, goods and ser-
vices—the plans for material and technical supply. These
are drawn up for specific time periods —a year, a quarter
year, or a month. They are elaborated and implemented
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on different levels of economic management, right down
to the individual entlerprise.

In the annual national cconomic development plans,
the targets for sectors with respect to the volume of mar-
keted output, production of the chief items in physical
units and retail turnover arc set for three-month periods,
and the wage fund for six months. They also include the
tasks involved in the commissioning of production facil-
ities and fixed asscts, the mass production of new types
of industrial output, the introduction of computers into
the cconomy, as well as advanced production processes,
mechanisalion and automation of these processes. The
plans for minisiries contain a number of major target in-
dicators, broken down not only into threc-month periods,
but also for individual months. Most of the targets for pro-
duction associations and enterprises arc sct by the month,

Tn 1979, the Central Committee of the CPSU and the
USSR Council of Ministers adopled a resolution “On Im-
proving Planning and Enhancing the Eflect of the Econom-
ic Mechanism on Raising the Efficiency of Production
and the Quality of Work”, which defines ways to develop
planning in the near future. The ceniral idea of this res-
olution is a further improvement in long- and medium-
term planning.

The current scale and conditions of economic develop-
ment place new demands on the slructure and technical
level of productlion, and ou the use of productive capaci-
tics and material resources. The key problems al present
facing the Soviet economy include savings on fuel and
energy resources, ferrous and non-ferrous metals, a cut in
the capital and labour inlensity of production and capi-
tal construction.

These problems involved in the development of the econ-
omny can be solved, given a clear and detailed assess-
ment of the development prospects. In the course of five
to ten years, changes can be made in the economy and
scientific achicvements introduced into production on a
substantial scale. This is why five-year plans are be-
coming the main form of planning for the cntire national
economy and for the activities of each individual enter-
prise. The following procedure has been established for
improving the perspective planning of economic and so-
cial development.
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1. The USSR Academy of Sciences, the State Commit-
tec of the USSR on Science and Technology and the State
Commitlee on Construction draw up a (wenly-yecar cori-
prehensive programme for scientific and technological prog-
ress that is broken down into five-year periods, and this
is presented to the USSR Council of Ministers and USSR
Gosplan (State Planning Commitlee) no later than two
years before the beginning of the next five-year period.
Every five years, the necessary adjustments are made to
the comprehensive programme and it is extended for
another five years ahead.

2. USSR Gosplan, together with wminislries and depart-
ments of the USSR and the Councils of Minislers of the
Union republies, elaborates a draft of the main guidelines
for economic and social development in Lhe USSR for ten
years (by five-year period) on the basis of the long-lerm
socio-cconomic targets and the comprehensive prograwme
for scientific and technological progress, For the first five-
year period, the key indicators are broken down for indi-
vidual years, while for the second the main ones are sct
for the final year of the period (for the entire five-year
period with respeet to capital ioveslment). Every five
years, USSR Gosplan introduces the necessary amend-
ments into the main guidelines and extends them for
anolher five-year period. The draft guidelines consider vari-
ous possible solutions Lo major cconomic and social prob-
lems. USSR Gosplan presents this draft to the USSR
Council of Ministers, usually eightecn months before Lhe
end of the current five-year period.

3. In accordance with the draft main guidelines for the
economic and social development of the USSR, USSR
Gosplan works out control figures for the key indicalors
and economic rates for Lhe coming five-year period and
distribules them by the year, then conveys them to the
ministries and departments of the USSR and Councils of
Ministers of the Union republics a year belore Lhe
beginuing of the relevant five-year period.

The ministyies and departments of the USSR and Coun-
cils of Ministers of the Union republics pass on the con-
trol figures to associations, cnterprises and organisations
within a month afler receiving them from USSR Gosplan.

The associations, enterprizes and organisalions tike the
control figures as their guidelines in working out drail five-
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year plans for economic and social development (with the
targets broken down by individual years). Together with
sales organisalions, they carry out preliminary work with
consumers and suppliers to decide the range (assortment)
ol output for the conclusion of economic agreements. The
ministries and departments of the USSR and Councils of
Ministers of the Union republics use the control figures of
draft five-yecar plans drawn up by associations, enterprises
and organisations as the basis for determining drafl five-
year plans (with an annual breakdown) for scctors and
individual Union republics, and presenl these to USSR
Gosplan.

Considering these drafts, USSR Gosplan draws up a
draft state plan for the economic and social development
of the USSR for Lhe five-ycar period that is balanced for
all indicators and broken down inlo annual targets. This
is then preseated to the USSR Counci! of Ministers no
later than five months before the start of the next five-
year period. At cvery stage in Lthe planning, the desires
and instructions of electors must be taken into account.

In order to enbance the role of the five-year plan as the
main form for planuning the economic and social development
of the USSR and Lhe organisational principles governing
ceonomic activities, it is established that, within the stale
five-year plan for the economic and social development of
the USSR for each year of the five-year period;

balances of material and labour resources be drawn up,
ol productive capacity, finances and the money incomes and
expenditures of the population;

according to the established rates, malerial and financial
reserves be envisaged for the needs of production, capilal
construction and scientific research work, and reserves of
productive capacily when required;

economic rates be confirmed, including for the wage fund
and the economic incentive fund.

The five-year plans must be drawn up on the basis of a
set of technical and economic norms and rates for types of
work, expenditure of labour, raw and other materials, fuel
and energy resources, as well as rates for the use of produc-
Live capacity and specific investment. During the fve-year
period, stable wholesale prices must be maintained in indus-
try, and also estimated prices in capital couslruction and
freight transport tavifts,
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Assessment of five-year plan fulfilment is carried out at
all management levels by caleculating the progressive total
results of each year of the five-year period, while for
annual plans the figures for the beginning and the end of
the year are taken.

Annual plans for the economic and social development of
the USSR are drawn up on the basis of the targets and
cconomic rates sel in the live-year plan for the given year,
considering the required specificalion of these targels, Lhe
introduction of the latest scientific and technological achieve-
ments, and Lhe carrying out of economic and organisa-
tional measurcs to cnsure [ulfilment of the five-year plan.

‘I'he elaboration of the annual plan involves three stages.
At the firsl stage, [rom analysis of the fulfilment of previous
and current annual plans, USSR Gosplaun (State Plan-
ning Committec) wakes recommmendations lor specifying Lhe
indicators of the five-year plan for the plan year and sends
these Lo ministries and the Councils of Ministers of the
Union republics. These government bodies, in turn, inlroduce
their own amendments to the drafl and hand it on for con-
sideralion at enlerprise level. Enterprises determine the pos-
sibilities for fulfilling the drafls and make suggestions of
their own,

In practice, the compilation of the annual plan begins from
below, from the production association (enterprise) and or-
ganisation. Assessment of the results of economic activi-
ties, socialist emulation and the use of internal reserves pro-
vides the basis for production associations (enterprises) and
organisations to draw up plans the targels of which out-
strip those sel for the given year in the hve-year plan.
Plans adopted on the initiative of production associations
(enterprises) and organisations and co-ordinated with the
material resources available are included in the anmnual
plan. Annual plans give the range (assortment) of output
produced according to consumers’ orders under signed ag-
reements, At the second stage, all the proposals made at
lower levels are summarised aud co-ordinated as the plan
passes back upwards to the highest planning level. This
work is carried oul along two channels: that of branch min-
istries and departments, which elaborate the draft annual
plaus, distribuling the targets by assoeiation (groups of
laterconnected enterprises) and enterprise; and thal of tler-
ritorial planuing, where the planning bodies of Lthe Union re-
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publics complete the preparation of the draft plans for the
development of sectors of the republican economy and make
suggestions concerning the development of production in
enterprises under the jurisdiction of all-Union ministries.
In accordance with the five-year plan targets for Lhe given
vear and laking into account Lhe drafls indicated, USSR
(Gosplan prepares a draft state plan for the economic and
social development of the USSR for the coming year and
presents it lo the USSR Counci! of Ministers at least four
months before the begiuning of the relevant year. After
being considered by the USSR Council of Ministers and the
Central Commiltee of the CPSU, this draft goes to the
USSR Supreme Soviet, whero it is first studied in Lthe stand-
ing commissions, with ministries, departments and USSR
Gosplan taking part, and then discussed by the Supreme
Soviet. The amendments and additions introduced by dep-
utics are taken into accounl by the Supreme Soviet, which
then adopts the Law on the Stale Plan for the Develop-
ment of the National Economy of the UUSSR.

Thus, planning in the USSR is an ilerative process. [t
beging with the elaboration of drafts that arc sent to all
the lowesl links in the cconomic system for detailed anal-
ysis, specification and improvement. Then all the assess-
ments, proposals and recormmendalions rveflecting Llhe real
possibilities within each specific production unit or enter-
prise are summarised. Virtually all tho participants in pro-
duction and management take parl in this work. After all
the revealed reserves have been co-ordinated and the ways
defined for solving problems that have arisen, the draft plan
is handed over for consideration to the highest Soviet legis-
lative body—Llhe Supreme Soviet. The Supreme Sovict con-
firms the plan, which thon acquires force of law and
reaches each executive body in this form.

The interconnection belween all the various planning lev-
els can be pictured as a pyramid, with the plans for in-
dustrial enterprises al the base. Secloral planning combines
the enlerprise plans into plans for production associations
(groups of enterprises) aud then into those for the central
sectoral organisations and ministries; territorial planning
combines Lhem into plans for lerritorial planning bodies
and then into those for Union republics. Finally, the top of
the pyramid is crowned by the state plan for Lhe develop-
menl of the nalional economy of the USSR,
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All the plans are drawn up in both value and physical
terms-—the quantity of particular types of output slated for
production during the plan period. The national economie
plan constitutes a combination of the targets set for indi-
vidual sectors of the economy in accordance with the goal
facing the whole economy for the given plan period. These
targets are grouped into separate sections. The structure
of Lthe state plan naturally depends on how developed the
economy is, on the social and sectoral structure of mate-
rial production, as well as the goals and targets of the plan.
The sections conuected with social problems occupy an im-
porlant place in the stale plan. Bach such plan outlines cer-
tain prospects for the further rise in the people’s incomes,
the development of science, culture and the health service.

The plan containg scclions delermining the development
of industry, agriculture, transport and communications, for-
eign trade, material and technical supply, retail turnover,
individual economic regions, as well as the standard of
living. The summary section of the plan iz the master plan
for the development of the unational economy, which in-
cludes basic indicators for material production, labour and
wages, finances, production costs and accumulation. The real
socialisation of the division of labour and specialisation
of industry and other economic sectors are refllected in the
sectoral structure of the national economic plan.

The primary link in the system of sectoral planning i
the enterprise plan, which determines the volume and time
limits for production, the vesources required for this, as:
well as rational economic links with other enterprises and
organisations and, finally, financial indicators of economic
performance.

At the middle level, the firm or association aggregates
these plans and introduces a number of new ideas with
respect. to the co-ordination of (he enterprises under itls
jurisdiction. These include the solution of problems in-
volved in the specialisation and co-operation of production,
technical policy, wages, prices, marketing output, and so on.

The plans of the central economic bodies (ministries and
departments) envisage: the volumes of the key types of
output of the given scctor, the wage Tund, the technologi-
cal retooling of existing enterprises, specialisation, co-
operation and combination of types of production; new con-
struction, assuming that existing capacity and fixed assets
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are pul to their hest use: and financial indicators. The sce-
toral plan ontlines the development of the most efficient
types of production in terms of technological processes,
mechanisation and antomation, the manufacture of proto-
types of the mosl. important machinery, mechanisms, equip-
ment. materials, and commodities for the population. Con-
siderable atfention is foeussed on claborating and applying
progressive expenditure rates for materials, fuel and man-
power, on making rational use of productive capacity, rais-
ing labour productivity and reducing costs.

Sectoral planning does not cover many problems related
to economic links, so it is combined with territorial plan-
ning by economic region. This is dictated, primarily, by the
fact that each enterprise is connected with others, both with-
in the given cconomic region and heyond. A regional (ter-
ritorial} plan is also nocded becansc some enterprises come
under the jurisdiction of various levels of management (lo-
cal and republican industry), i.e.., are not snbordinate to
centralised management of economic scetors,

Tn the USSR, the co-ordination of all economic plans
is carried out by an interconnected svstem of state plan-
ning hodies-- the State Planning Commiiltee of the USSR
Council of Ministers (USSR Gosplan), the planning com-
mittees of the Union and autonomous republics, the plan-
ning commissions of the exceutive committees of area, dis-
trict and regional Soviets of Peoople’s Deputies, department-
al (planning and cconomic boards and divisions of
ministries and departments) and production ones (planning
divisions of enterprises and organisations).

The state planning bodies can be gplit into three levels:
overall state. republican and local ones. Organisationally,
they constitute a unified system, and their common task
is to elaborate comprehensive plans for the development of
the national economy (for the country, Union or anlonomous
republic. arca. district or region. respectively) and to
supervise their fulfilment.

The central national economic planning body is USSR
Gosnlan, which is subordinate to the Council of Ministers
of the USSR and carries out overall state supervision of
the actual planning process. USSR Gosplan not only draws
up the national economic plans, it also checks the course
of their implementation. In this, particular attention is fo-
cussed on commissioning production facilities on time and



putting new types of gonds into production. USSR Gosplan
makes recommendations for the Government on measures
to prevent individual inconsistencies in the economy’s de-
velopment that might arise during the fulfilment of the
lan.

p- Special funclions in overall state planning are carried
oul by the State Committees of the USSR Council of Min-
isters—for building; for science and technology; for ma-
lerial and lechnical supply. their titles indicating their pur-
pose.

Detailed planning of the development of economic sec-
tors is the job of scctoral ministries and departments, in
which the management of production, R and D are con-
centrated.

Territorial planning is carried oul by economic bodies
and local planping commissions, Dislrict (area), town, and
regional planning commissions elaborate draft comprehcn-
sive plans for the development of the economy and culture
and present them for the approval by the corresponding
execulive committees of their local Soviets of People’s Depu-
ties. After being approved by the Soviets, these plans arve
sent to the higher planning bodies.

The aspects of socialist planning outlined above ensured
the success of the USSR’s socio-economic development,
Thiz is evidenced, for example, by the results of the
planned, halanced development of the Soviet economy over
a long period. Since 1927, the end of the restoration pe-
riod in the country, nine five-year plans have been adopted
and fulfilled (1928-75). This period includes the years of
World War IT and of the time when the war-ravaged
cconomy was being rebuilt.! During these five-year periods,
the national income of the country has risen 57-fold, while
the gross industrial product has gone up 113 times. In
1976, the per capita national income produced in the USSR
reached 1.973 dollars at official exchange rates, and 2,423
dollars at comparable prices.

! The destriction and losses inflicted by World War IT on the
Soviet Union were immeasurably greater than those suffored by
any other country. The overall loss is estimated at 1,890,000 million
roubles in 1941 priges, which is over five limes the 1940 Soviel
national income. The destruction aflected 1,710 towns and 31,850 in-
dusirial enterprises. The national income dropped by a third, agri-
cnltural output by two-thirds. The most lerrible loss caused by the
war was the death of more than 20 million Soviet people. -



All social strata in the Soviet Union have beneflited di-
reclly from this accelerated economic development.

The success in Soviet economic development has pro-
vided actual proof of the influence exerted by state planning
on the rate of economic growth, the creation of an inde-
pendent economy and the rise in the standard of living.

The Contradietory and Limited Nature
of State Capitalist Programming

Almosl all industrialised capitalist countries now practise
some sort of planning on a mnational scale. This new
phenomenon in the capitalist states is known in Soviel
literature as “state economic programming’.

Until the 1929-33 Great Depression, capilalism had com-
plete faith in the free enterprise principle, the “free” play
and self-regulation of the market economy. The crisis un-
dermined this faith, however, and stale intervention in the
economy began to increase, yet il was only after World
War 11 that economic programming began to develop onf
a wide scale, and this process has gained momentuin in
the last twenty years. The economic development pro-
grammes of France, Ttaly, Japan, and the Scandinavian
countrics are cases iu point.

The West Luropean eounlry with the most experience
of slale-monopoly programming is undoubtedly France,
which has made six attempts to carry out national eco-
nomic development programmes since 1947. Tn 1976, the
seventh “five-ycar plan” was announced. Britain started to
introduce programming at a much later date. The first
macro-cconontie programme was the Labour Government's
National Plan for the mid-60s. After the period covered by
this programume had expired, a new government white
paper cnlitled “Tasks for the Future™ (1971-73) was pub-
lished, setting out the Conservative Party's economic poli-
cy. In Italy, the two state programmes—the “Vanoni Plan™
and the “Pieraccini Plan” (1966-70) - became widely known.

At the end of the 60s, the Federal Republic of Germany
officially declared its Lransition to programming. This is
particularly remarkable because West German bourgeois
theoreticians for a long time rejected the altempts by
French economists to countrol cconomic development and fa-
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voured neo-liberal concepts of the “lree market economy™.
The transition to programming in West Gerinany was ini-
tiated by the adoption of a four-ycar budgetary programme
and Zielprojektion outlining the solutions to a number
of long-term problems involved in the country's socio-eco-
nomic development. Holland has developed its own specific
approach to economic programming. Here, lor many years,
the Government has hcen compiling short-term programmes
and co-ordinating them with the annual state budgets,
as well as medium-term programmes—forccasts for a five-
year period. Japancse economic development is also taking
place along programming lines. Japan has, to date, elabor-
ated seven medium-term “plans™

Economic programming can be regarded as a method for
claboraling and pursuing, under modern capitalist condi-
tions, an economic policy geared to determining the most cf-
ficient ways to promote the collective interests of the class
of entrepreneurs or individual groups of them. The capital-
ist state tiies to plan economic policy in the interests of
the dominant classes. Programming ol the nationmal eco-
nomy ig a state-sponsored undertaking developed by govern-
ment bodies.

Intrafirm planning arose much earlier than state pro-
gramming of the national economy in the capitalist coun-
tries. This Lype of programming has existed for a long time,
in fact, since Lhe concentration of production began. The
further concentration of production, which makes the main
contradictions in the markel economy even worse, cngen-
ders palliative measures to smoolh them over. Slate eco-
nomic programming thus constitutes a practical attempt to
reach a “compromise” between the social character of pro-
duction and private property.

In contrast to the socialist countries where national
cconomic planning is a direct consequence of the public
ownership of the overwhelming mass of means of produc-
tion, programming in the capitalist ones is conditioned by
a series of contradictory factors.

Soviet economists have already revealed Lhe general and
specific reasons and factors behind the emergence of eco-
nomic programming and have shown Lhe objective precondi-
tions for its emergence and development. The key one is
that modern productive forces require balanced development
in order to function, which is engendered by the growth of
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productive forces, given the enormous increase in the
property belonging to monopoly amalgamations, the further
concentration of production. and the constantly growing
complexity of the entire economic machinery and its ties.

Currently, one of this process’s chief distinguishing fea-
tures is the tremendous increase in the number of mergers
and the formation of supermonopolies, conglomerates influ-
encing whole complexes of industries. The aim of forming
conglomerates is to get rid of competitors or potential
competitors in the production of new products. The result
is that intrafirm planning and overall state programming
draw closer and closer together, which enhances the role
of the largest monopolies in the claboration of imperial-
ism's cconomic and political strategy.

All this has an all-round effect on the development of
state cconomic programming, It is manifested, first, in the
presence of a fairly large public sector thal is managed
by the state ilself. Since the public sector is not, however,
the dominant one, the market subordinates it to its own
interests—those of private entrepreneurs and, consequently,
subordinates state management of the nationalised sector
of the cconomy to these interests, too. Second, it appears
in the need for huge investment for technological progress,
and this necessitates a high concentration of capital and co-
ordination of individual research programmes. At present,
the industrialised capitalist states are increasingly taking
over the functions connected with technological progress:
the financing of technical research, reconstruction, the de-
velopment of certain new industries, the implementation
of space research programmes, the financing of education,
and investment of public funds in the infrastructure. This
is one of the main trends in the activities of the capitalist
slate today. In connection with the development of mili-
tary-industrial complexes in the major capitalist countries,
the increase in arms production capacity is state-financed
and based on government orders. This policy requires co-
ordinated measures on a national scale, plus centralisa-
tion and regulation.

Many major features of modern imperialism are conse-
quences of it having to adapt to the new conditions, to the
struggle between the twn systems. Tn this context, there
can be no doubt that the transition to programming was, in
a way, capitalism's response to the political and economic
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challenge of zocialism, an attempt to demonstrate the “com-
mon goals” of capitalist society’s antagonistic classes. The
very cxistence of the socialist countries, plus the growth
in their economic might and the international prestige of
the socialist system, excrted an impact on the emergence
and development of capitalist programming. The successes
of the entire socialist system in post-war years have led
to an upsurge in demonstrations by the working people in
the capitalist countries for democratic transformations and
for restrictions on the arbitrary behaviour and power of
monopoly capital. So capitalist programming mmust not be
regarded as just a new form in which the class intercsts
of entreprencurs are, with respect to the conditions for
internal development, being realised. The transition to pro-
gramming was enforced by pressure from the people of
several countries united into broad popular fronts.

In individual countries at various stages of economic de-
velopment, state programmes have announced different
long-term economic policy goals corresponding to the spe-
cific conditions. Until very recently, however. program-
ming's chief goal was still to ensure high and stalle eco-
nomic growth rates in the capitalist countries and an over-
all increase in their production efficiency.

Under the economic competition and struggle between
the two world systems, the problem of raising cconomic
growth rates has hecome of prime importance in the capi-
talist countries. This is particularly emphasised by bour-
geois theoreticians, some of whom even belicve that the at-
tainment of this goal through programming is virtually
the only way for the capitalist countries to get out of the
dead end in which they have been trapped by the growing
influence of the world socialist system on the entire course
of world development today. In the opinion of bourgeois
economists. the West is threatened with defeat. The two
systems seem to be waiting for the judgement of the whole
world, which would decide which of the two systems
could develop faster. Frenech social-reformist theoreticians
agree that the growth rate of industrial production is much
lower in most capitalist countries than in the Soviet
Union. Under contemporary conditions, the ruling quarters
in France see high economic growth rates as a major
means for rehabilitating capilalism as an economic system.

The problcm'of growth rates has assumed special sig-
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nificance in the countries of Western Europe, where it has
been exacerbated by the competition from the USA and
Japan, and the vital nced fell by some countries, partic-
ularly Britain, Italy, France, and Holland, for a restruc-
turing of their economies, owing to the final collapse of
their colonial empires. It is not surprising thal the prob-
lems of cconomic growth rates and the modernisation of
the economic structure have heen put forward among the
chief goals of these countries’ economic programmes.

In spite of this common inlerpretation of programming’s
main goal, the last decade has seen a certain change in il.
This is a result of the change in the very concept of cco-
nomic growih which, bourgeois programming theoreticians
believe, should, during the scientific and technological rev-
olution, take account of the “quality of life”. The new ap-
proach to the problems of economic growth rejects the lop-
sided posilion demanding a concentration of all cfforts in
raising the gross national product. Those who support Lhis
new approach, including the American cconomists Samuel-
son and Galbraith, believe Lhat to measure cconomic growlh
on the basis of changes in the GNP doecs not give a lruc
picture of it, since such laclors as the state of the envi-
ronment are nol taken into account. They think that the
industrialised countrics should wvirlually aim for a drop
in economic growth rates, in order to avoid ils “social
costs”. This became particularly topical in the mid-70s,
when an economic reccssion became a reality, whether the
programmming theoreticians liked i1 or not.

The acute social conflicts have led to a superficial trans-
formation of the “planning™ activities of the state. Bour-
geois economists write more and more frequently about the
need for “social planning”, such government programmes
in a number of countries being called “socio-economic de-
velopment plans”. During the elaboration of France's sev-
enth plan, efforts were made to delermine indicators for
social development. There are real grounds for such changes,
since the state is assuming more and more of the costs
involved in creating the overall conditions for the efficient
funclioning of capital— the financing of the education sys-
tem, the training of personncl, urban construction, public
health, and so on. Without affecting the essence ol produc-
tion relations, the bourgeois state is fulfilling the minimum
of social tasks for ensuring favourable condilions for the
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monopolies' activities. Hence the desire to advertise the
social programmes publicly, while deliberatoly restricting
detail on their conteut. Thus, the seventh French plan sets
out a limited range of priority problems, while only gener-
al approaches arc outlined for their solution. The proce-
dare for taking these measures is not revealed; nor is any
detailed description given of those in the socio-economic
field.

Bourgeois cconomists investigating the problems of cco-
nomic programming have chosen the term “indicalive plan-
ning” to describe it. Ag they sce it, this is synonymous to
the terms “liberal”™ or “‘relaxed™ planning, which they often
use instead of, or in conjunction with, “‘indicative plan-
ning”. “Most writers use the term ‘indicative’ in the wide
sense Lo vefer to any plauning which depends on insiru-
ments that are of a ‘non-coercive’ or ‘soft’ character.™'
The way indicative planning is described most typically is
that it involves Lhe “education™ of private entrepreneurs,
using a method based on two interconneclted processes. The
first is a series of forums to collect pritnary information on
the cconomy. The second involves the transformation of
all the data oblained into a co-ordinated project for stud-
ying the market.

The programmes’ targets take the form of recommenda-
tions, withoul always indicating where resources and means
required for their attainment can be obtained. The cen-
tral part of the programmes is thus made up of cconomic
foreeasts. Programming is essentially the determination and
prediction of the possible state of the entire national econ-
omy and individual sectors for some period to come, as-
suming that the economy will continue to develop in ac-
cordance with cxisting trends and considering the influence
of certain factors and some government measures to be
taken in the future. It is such forecasts that are often called
national programmes and cconomic development plans.
Since the development programme of a capitalist counlry
is always closely connected with the markel, economic pro-
gramming usually consists in attempts to predict the fu-
ture state of the economy, depending on market lMuctuations,

Although the majority of capitalist countries that have

' V. Lutz, Ceniral Planning for the Market Economy., An
Analysis of the French Theory and Ezperience, London, 1969, p. 53,

45



introduced ecconomic programming have already accumulal-
ed some cxperience in fields such as the claboration of
programmes and the use of current economic policy instru-
ments in their implementation, the multiple attempts by
bourgeois economists to provide a theoretical background
lo economic programming as a method for cenlralised eco-
nomic management under capitalism have been fruitless.

The lack of a unified theory of bourgeois economic pro-
gramming constitutes factual recognition of capitalism’s ina-
bility to plan its economy, a forced admission on the partl
of the contemporary bourgeoisie’s ideologists that, under
capitalism, with its antagonistic class relations, planned, bal-
anced development on a national scale is impossible.

Bourgeois econosmists have not, however, given up. Re-
cently, there have been increased theorctical searches in a
somewhal different direction. This applies to the elabora-
tion of so-called “national” concepts of long-term economic
policy and programming, to the development of a theory of
economic policy. The authors of such theories concentrate
primavily on the problems of formulating and determining
the goals of economic and social development, the choice
of levers for onsuring the practical implementation of Lhe
proposed measures, and the [ormation of a set ol such le-
vers. Modern economic policy theories are tied in wilh so-
called economic growth thcories, whose purpose is to sup-
ply a model of a stably developing economy with full em-
ployment of produclive capacily and manpower.

In spile of the certain differences belween these national
concepts (cach of them reflects the specifics of a particular
country's developmen{, the scale and traditions ol state-
monopoly influence ou the economy, the intensity of the po-
litical struggle, and so on), there are no serious differences
of opinion between their authors concerning the interpre-
tation of the goals and nature of economic policy at the
given stage of capitalist development. They are unani-
mous that capitalism has ceased to be an automatically
self-regulating system and that constant state intervention
is required for it to function. They only disagree on the
scale and methods of state intervention in cconomic affairs
through programming, on the optimal correlation between
centralised and decentralised management in the markel
cconomy, and on how to combine incentive and coercive
measures in implementing the programmes. Certain suppor-
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ters of “indicative” planuing (Massé, Perroux, Shonfield,
and otliers) propose Lhe maximum expansion of state man-
agemeul possible under capitalism and the wider appli-
cation of coercion with respecl to privale entrepreneurs.
The domination of private property and the ‘‘atomistic”
structure of capitalist society engendered by it act as an
obstacle to any, however serious, attempts to apply coer-
cive measures for restricting freedom of enlerprise and [ree-
dom of exploitation. This is stressed by all foreign re-
searchers inlo capitalist programming as the main difference
belween this form of econowmic management and planning
in a socialist cconomy, which they call “normative’ or *“coer-
cive” planning.

The immediale goal of indicative planniug is Lo improve
the supply of informalion required for decision-making in
the privale sector. lndicalive planning is characterised by
two clements: minimum c¢oercion in implementatiou of Lhe
plan tasks and maximum freedom in decision-making. The
indicative plan does nol replace the market or the system
of price formation. It simply adds the informalion available
on the conditions under which they function. Bourgeois econ-
omists see this sort of planning as a syslem resting on the
revelation of desired goals, rather than orders [or attaining
them. Indicative planning is based on prediction of [uture
development, rather than modification of it. This informa-
tional aspecl of capilalist programming is a sort of reflec-
tion of the recommendatory nature of the indicative plan,
which sets not obligatory goals, but only so-called desired
ones. Hence the small amount of detail ou the indicalors
of the programmes, which are drawn up taking account
only of the interconnection between the key macro-econom-
ic values, with detail provided up to the level of Lhe lead-
ing economic sectors at best.

When “‘planning™ is confined to the setting ol general
targets and recommendations, when decision-making is de-
centralised and the economic units are not under the imme-
diate conlrol of state management bodies, the only way to
direct economic development along the lines outlined in the
programme is to provide sorne material incentive to private
firms. The incentive aspect of the plan is based on the state's
application of a wide variely of economic incentives
for “purchasing” the co-operalion of private firms.

Direct and indirect subsidies, privileged depreciation con-
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ditions, credit, controls over prices and wages and other such
incentives might draw (he allention of private entrepreneurs
to the plan, and even make participation in its imple-
mentation attractive to some of them. It is obvious, how-
ever, that the capitalist will ignore any national plan and
reject credit, tax and other privileges and priorities, if the
economic situation promises him bigger benefits,

The impossihility of ensuring real control over the course
of programme fulfilment under capitalism is a major reas-
on for the “plans™ in capitalist countries failing Lo be
effective instruments of economic managemenlt. This is rec-
ognised even by bourgeois critics of programming. It means
that indicative planning is incapable of {fulfilling its
chief function, that of avoiding sponlaneous development
and influencing its course.

The limited nature of capitalist programming is inbred
Since it operates on the “informational basis of the self-
introduction principle”, the programme a priori excludes the
possibility of any sitluation arising that will require it to
be reviewed. It follows in the wake of Lhe production cyecle,
urges cconomic hoom inte an upswing and tries to soft-
en the sharp fall during crises. The “indicalive plan™ is
quile helpless when the neced arises for a review of the
programme and the application of stricter measures essen-
tially rejecting the principle of “sell-introduction™, as con-
firmed by Freach planning practice.

The third French plan, for example, was typical. From
the very starl it became obvious that the plan’s chief goal—
to ensure a high rate of investment, given a low level
of personal consumption—was simply unattainable. The
danger arose of the plan collapsing altogether. Under Lhe
circumstances, the machinery of indicative planning proved
incapable of resolving the problem. Stricter control mea-
sures had Lo be applied. Such “planning™ can only really be
cffective if it iz backed up with a coercive mechanism ca-
pable of redistributing priovities in the use of resources
when conflict siluations arise.

The methodology of capitalist programming is based on
bourgeois economic Lheories-—individual postulales ol clas-
sical bourgeois political economy, Kcynesian, neo-Keynesi-
an arguments, growth theories, econometrics and manage-
ment science. This book does not aim lo explain these
theories in detail, for Marxislt economic literature contains
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deep and detailed critical analyses of bourgeois ecconomic
theorics and considers Lheir influence on Lhe formatlion of
ideas concerning capitalist programming.

The point of doparture lor developing a sel of inslru-
ments for stale programming was provided by the analyti-
cal methods proposed by Keynes' economic theory. This
does not mean that the theory of programming methods
should be tolally identified with Keynesianism. Keynes him-
sell drew no counclusions al all concerning the need to elab-
orale slate cconomic developmenl programmmes or a cor-
responding state economic policy. According Lo Emile
James, Keyneg “did not raise the question of the systemat-
ic control or planning, nor envisaged any imporlanl struc-
tural reform™.! Yet Keynes' ideas exerted an influence on
the development of capitalist programming. Keynesians de-
veloped a Lheory of growth., The neo-Keynesian growth the-
ory postulates important for the programming methodology
are: definition of the rate of growth as a function of accumu-
lation in the national income and the efficiency of this accu-
mulation; the presence of Lhe Multiplier and Accelerator
and the differentiation, in this econtext, between aulonomous
and induced investmenl; establishment that changes occur
in the time coofficient of capital and material intensity
and their influence oun the structure of prodnction. During
the transition from the static Keynesian thecry to the the-
ory of growth, bourgeois cconomics look a major step in
rovealing the capital-product coelflicient, which bocame one
of the key paramelers in claborating the first programmes.?
The new indicator reflecled a certain link between the in-
crease in fixed capital and the growth rate of the gross
producl required for a dynamic ecquilibrium, considering
thalt investment creales not only income, but also new pro-
ductive capacity.

In contrast to neo-Keynesian analysis, in neo-classical
growth theories capital accumulation acts as one of the fac-
tors, together with manpower and technological progress,

! Emile James, Histoire de la pensée économique au XXe sidcle,
tome II, Aprés la “Théorie générale” do J. M. Koynes (1936),
Presses Universilaires de France, Paris, 1955, pp. 343-44.

? Both average and marginal capital coefficients came into
widespread use. Tn the capilalist countries, especially the Common
Market, considerable work has been done on standardising the
urethods used in these calculations.
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determining economic growth. It is technological progress
that is given primary importance in economic regulation
and programming. Research into the sphere of program-
ming and forecasting in recent years has taken the form
of a search for answers to three types of question: 1) What
are the opportunities created by the use of modern pro-
duction techniques? 2) What are the trends in further
technological development, taking into account the impact
of economic and social factors? 3) What technical changes
would be desirable in order to ensure fulfilment of all the
tasks put forward in the plan? The nature of these questions
testifies that technological progress is allotted a major role
as a factor promoling socio-economic development in both
the theoretical investigations and state programmes for
economic development.

In the search for answers, substantial offorts have been
made on developing qualitalive and quantilalive methods
for estimating the influence of various factors. In pro-
gramming and forccasting theory, the qualitative methods
are ‘“‘scenarios”, “‘systems analysis” and “goal analysis”.
Bourgeois researchers believe that the “writing of scena-
rios” constitutes an attempt to establish the logical course
of events, indicalive of a cerlain transition from the
current situation to some future omno, making it possible
to gradually build up a general picture of the futuve. The
drawing up of ‘‘scenarios” is somewhat reminiscent of mil-
itary strategy. 1ts goal is to demonstrate the theoretical
possibility or impossibility of fulfilling the tasks put for-
ward, and to justify an active state policy for overcoming
random trends in development.

In practice, it is descriptions based on assumptions con-
cerning the overall distribution of consumer durables, the
increase in free time, the share of “collective” consumption,
and the extent of income fluctuations that are used more
often. Such “scenarios” make it possible to pinpoint prob-
lems and determine crisis situations.

While systems analysis is connected with the determina-
tion of variants, goal analysis, given multigoal tasks, is
used to assess the consequences of the particular choice
made. To describe the logical links existing between the
group of tasks aund the group of resources, set out in a par-
ticular order, the concepts of a “tree of aims” and ‘“decision
tree” are eraployed.
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Quantitative analysis of the role played by various fac-
tors in economic developmeut provides part of Lhe basis
for building up a set of wmodern programming instruments:
economic growth models, investment models and produc-
tion funetions, national accounts, efe.

Capitalist programming was oviginally descriplive in na-
ture. It made use of gradual approximations to find solu-
tions by trial and error. Later programming mecthods began
to be based on a formal econometric approach to analysis
ol economic processos. The econometric approach involves
formalisalion of the interconnections in the economy in or-
der to build a development model. In conlrast to the de-
seriptive approach, this makes il possible, during the elabo-
ration of Lthe programme, Lo measurc the quanlilative de-
pendence between the parameters of the economic process
and select an economic policy.

Capilalist programming has adopled the conclusions of
cconometric research and makes active use of the rich
range of economctric methods. Government organisations
engaged in national economic policy-making use mathe-
malical economic niodels and claborate econowic program-
mes on Lheir basis.

The building of models begins primarily with a defini-
tion of their purpose. This might be substantiation of cco-
nomic policy, cmpirical testing of a hypothesis, economic
forecasting, or a quantitative assessment of the effeclivencss
of state measures. Liconometric models constitute a system
of cquations combining aggregate indicators for the nation-
al economy and reflecting certain econemic correlations.

The macro-economic models used in programming can
be divided into two groups according to the way decisions
are made with respect to influence on economic processes.
The first group consists of descriptive models that do not
contain parameters connected with decision-making. Thesc
are a variety of determinate models of economic growth
and the capitalist cycle and can be expressed by homoge-
neous first order linear equations and non-homogeneous
linear equations. In this case they provide a picture of eco-
nomic development in stationary and non-stalionary states
respectively, Models including cquations of this Lype, but
of a higher order, reflect cyclical fluctuations and long-term
dynamics.

Only models with first order equations are used for mak-
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ing a subjective choice of a development programme vari-
anl. The clemenls of the model are assmned to be in cqui-
librium within the confines of the concepts established in
the models. For chiefly anti-cyclical policy purposes it is
models with second and third order equations that are used.
Such models also include those that do unol yet involve
the scarch for a solution but contain the principle of feed-
back and information of a historical nature. The first
simple control models withont a clearly formulated decision
funetion may also be included in this group. Such inter-
mediary models are used widely to decide short-term eco-
nomic stabilisation measures,

The second group of models widespread in programming
consists of models with decision vectors assumed to be an
essential condition for the choice of socio-economic devel-
opment eriteria. Such models describe threc periods: that
preceding Lhe transition (up to the lime the programme
comes inlo effect): the actual transitional period, during
which control functions agsist in transforming the initial’
economic structure into a new one, whose main features
arc determined by the criteria for choosing solutions or
the normative form of the development goals; the period
beyond the programme’s time horizon.

The sigunificance of the characteristics of these different
econometric models should be noted. When programming
was jusl developing, the first group of models was the most
widely used, with macro-economic forecasts or estimates of
the economic cycle being considered as the main elements.
Economic forecasts provided only a background for the si-
mulation of various government measures, whose influence
on the economy was assessed subjectively.

As programming developed and the sphere of state in-
tervention in the economy expanded, a quantitative method
became necessary for assessing the results of each partic-
ular economic policy instrument’s influence. In this con-
text, new methods began to be used for elaborating the
programmes. Hence the understandable interest in models
with decision elements and in control models, in which
the interconnections are analysed hetween state policy in-
struments and the response of the production machinery
within the economic system. The approach to economic
simulation principles also became more sophisticated. Be-
gipning with tbe simplest models of a Keynesian type, cap-

52



italist programming turned te single-stage and multislage
macro-cconomic models and control models. The diverse
models used in cconomic simulation developed from short-
term ones for finding ways to stabilise the economic sys-
tem, to long-term models for the clivice of economic poli-
cy, from single-sector descriptive to complex systems and
multistage intersectoral dynamic ones. The transition from
the simplest models to the elaboration of adaptive ones,
including analysis of the effect resulting from the deliber-
ate goal-oriented impact of government policy on economic
development, reflects the expansion of the bourgeois state’s
economic functions.

The interpretation of the economic phenomena on which
macro-economic multisectoral and secloral models are built
is inseparably linked with the concepts of the various
trends in modern bourgcois economics. Considerable alten-
tion is focussed on the financial and iaterial aspects of
capitalist reproduction, while the problems of produclion
relations are left out of the analysis, though it is these
that in fact hold back the development of capitalism’s pro-
ductive forces.

State programming in many West Furopean countries
and Japan may be called partial planning. The indicative
plan envisages not the climination of the market and its
laws, but assistance to the market throngh economic poli-
cy measures, while the state uses a specific, limited part
of directly controlled resources in an attempt to affect the
development of all the various economic elements.

The interaction between the part and the whole is placed
by bourgeois economists at the bagis of their analysis of
the link between the attainment of overall national goals
and the limited resources and means in the hands of the
state. It can exercise a constant influence on the develop-
ment dynamics of those elements on which the entire re-
production mechanism is functionally dependent. These ele-
ments arc the volume and structure of public spending, in-
vestment, the volume of production in the nationalised sec-
tor, the size of subsidies for cerlain sectors and privileges
{(financial, material, ete.) for export sectors or may be rep-
resented other resources and means controlled by the
stale. The greater the divergence hetween (he paranicters
controlled by the state, the less determinate become the
tesults of their interaction. The same can be said about the
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extent to which state programming is indicative and par-
tial in natlure. The narrower the range of instruments usecd
to influence the economy and the smaller the volume of the
various resources in the hands of the state, the less certain
becomes the attainment of the goals set in the development
programme. Thus, the scale of the influence exerted by
state-controlled parameters on all the other elements of the
economy varies.

In recenl years, a tromendous interest has been shown in
the problems of decision-making under conditions of in-
determinacy. Not only state policy, but also the policy of
entrepreneurs and those cngaged in production, the reac-
tion and demand on Lthe part of consumers are studied by
assessing the interaction betwcen the various indicators of
development and empirically testing the level of depen-
dence. In investigations into the influence exerted by the
economic policy of entrepreneurs or changes in the struc-
ture of consumer demand, the volumecs and structure of
public spending and government investment, which wero
previously laken as exogenous, can act as endogencus para-
meters in formalised models,

Research yielded a general model for the conditions of
indeterminacy whose goal, taking into accounl cxlernal
conditions and the availability of information on changes
in the environment in the pasl, is to help find solutions
during the transition from one structural state to another.

The general form of the economic system is represented
by the following equations:

At+1=Ta (Ah”h Dt)

is the function for the transformation of the economy,
where
A —is the structural vector of the state of the system
at momenl ¢;
IT,—is the structural vector of cxternal conditions:
Dy— is the decision vector;

Dt:Tn (At—ry I{t—n Vl)1
where V;—is the veetor of external conditions lor the de-
cision taker;

I, » is the veclor of past information on the period
(t—r) at moment ¢;
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A;_,—is Lthe stato of the system at the moment {¢—r) be-

fore the decision is taken.

In practice, in order to elaborate formalised construc-
tions of this type between the elements of long-term policy
for transforming the economy and the change in the ele-
ments of the economic system, the interdependence between
them must be traced distinctly. In this it is usually as-
sumed that the transformation of the existing structure
takes place through a transition to a state of disequilibrium
for the subsequent purpose of attaining a balance at a
higher level. If the transition takes place starting from a
state of imbalance, the development is accompanied by re-
source losses that cannot be covered by the gaing from
the disproporlionate dovelopment. Thus, the nature of the
capitalist economy excludes the possibility of attaining the
degroe of precision required. The indeterminacy of the
very policy of the bourgeois state, resulting from the con-
tradictory nature of the capitalisl system and the growing
complexity of all interconnections in economic, scientific,
technological and social development, also cxerts a negative
impact.

The instability of state economic policy is also engendered
by the contradiclory nature of capitalist programming’s
long-term goals. The interconnection between long-term
and short-term programming is not as clear in practice as
it is in theory. Formal constructions cannot provide a re-
liable basis for choosing an economic policy also hecause,
in such a relatively narrow field as economic forecasting,
the degree of arbitrariness is quite great. Yet, even though
a cortain experience has been accumulated in economic
forecasting and the forecasting of the development of tech-
nology, no satisfactory methods have heen developed for
co-ordinating forecasts in science and technology with eco-
nomic development and their economic consequences in the
social and humanitarian fields. This, in spite of the fact
that, as the Secretariat of the UN Economic Commission
for Europe asserts, a vital necd is felt for such methods.
Neither has social programming been developed as re-
quired.

All this prompts the conclusion that bonrgenis cconomics
is in acute need of a set of instruments for elahorating
programmes thal would make it possible, given limited
controlled resources, to safeguard the ‘“‘collective” inlerests
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of the dominant classes, to maintain the “secial equilibri-
um’ of the capitalist system and, at the same time, lcave
the “sacred principle” of private properly unaffected.

[t should be stressed once more that the Marxist-Lenin-
ist political economic thesis correctly states that planned
development is incompatible with the capitalist economy.
Not a single capitalist state has so far managed to avoid
the chicf ills of the capitalist cconomy—crises, unemploy-
ment, idle productive capacity, inflation—in spite of intro-
ducing programming. Neither have they been able to avoid
economic recessions, The growth rate of production attained
by these countries at the turn of the 70s was nowhere
near the target set in their economic programmes. In 1974-
75, there was an unprecedented drop in the volume of pro-
duction, which testifics that programming does not provide
for effective management of productive foreces mnor climi-
nates imbalances in the development of the capitalist ccon-
omy. Moreover, in some countrics it even exacerbaled the
economic problems, making the working people’s alrcady
difficult position even worse.

The supporters of the various socio-economic concepts
argue ficreely aboul which is the most effeclive— the market
economy witl elements of state programming or centralised
planuing. FEvents themsclves, however, arc the judge. The
last two decades have tested in practlice both the planning
systems in the socialist countries and the cconomic pro-
gramming in a number of developed capitalist states. A com-
parison of per capita national income growth rates for the
socialist and the capitalist countrics testifies to the ad-
vantages of the socialist planned economy in ensuring the
efficient use of national resources (see Table 1).

Table 1
Per Capita National Income Growth
{1976 as a percentage of 1950)

USSR 513 USA 167
GDR 592 Britain 170
Poland 459 Ttaly 290
Romania 858 France 269
Czechoslovakia 32 FRG 324
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It should be stressed that the socialist countries arce ex-
periencing high growth rates, even though their cconomic
potentials are already quile considerable.

Capitalist activitics are eloquent testimony to the fail-
unre of attempts by state-monopoly capitalism to use pro-
gramming to achieve a planned and balanced national econ-
omy and thus stabilise economic development. This knocks
the ground from under the bourgeois ideologists who sup-
port the pseudo-scientific theory of convergence and shows
for what it really is the model they have thought up,
that of “planned”, “managed” capitalism, which has sup-
posedly overcome anarchy and the random nature ol its
development.

In the course of the class and overall democratic strug-
gle that is developing in the ecapitalist countrics, a demo-
cratic alternalive is being worked out to capitalist programn-
ming. The deep-rooted interests of the working-class and
democratic movement require the unified imperialist strat-
egy to be countered by the solidarity of the working class,
its firm union with the working peasantry and progressive
intellectuals, the joint activities of the broadest possible
population groups. Al the same time, the anti-democratic
policy of the monopolies has Lo be counlered by a demo-
cratic alternative in tho shape of the economic, social and
political demands of the working pcople. This concerns the
elaboration and implementation of a social policy involving
measures to gradually and systematically limit the domi-
nance of the monopolies in the national economy, under-
mine state-monopoly capitalism and restrict the sphere of
influence of its legal, economic and financial levers.

The first such measure must be nationalisation of the big
banks and monopolised industries. “The new and existing
national concerns would be democratically managed, i.e.,
with Lhe active participation and under the control of work-
er represcntatives, to assure development of the produc-
tive forces and satisfaction of the people’s requirements.
This would be attended by the introduction of an economic
and social development programmo and democratic tax re-
form.” ! To put through a democralic nationalisalion is to
deprive the privileged minority of big capital owners of

' R. Guyot, “For an Advanced Democracy, for a Socialist
France”, World Marzist Review, No. 4, April 1969, p. 2.
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their cxcessive power over the cconomy and finances.
Freuch Communists believe that, together with democratic
planning, nationalisation would make it possible to accom-
plish a genuine rational development of regions, while
maintaining a harmonious distribution of economic activ-
ities throughout the country.

The idea of struggling to establish national democracy as
a transitional stage towards the socialist transformation of
society is shared by other Communist parties. The choice
that has proved both correct and fruitful is the strategy of
broad unions of the working class in pursuit of a reform
and transformation of economic and social structures. Ac-
cording to the concept of the Italian Communist Party, “the
policy of programming demands central guidance.... How-
ever, the aims ol the programming policy cannot be real-
ised unless there is also broad decentralisation and broad
democratic participation.” ! These ideas form the basis of
the democratic alternative to capitalist programming in Ita-
ly. Today, the struggle Tor a democratic alternative to capi-
talist programming is of exceptional importance. During
this struggle, the working people not only stand up for
their own economic interests; they also go through a good
schooling in political struggle, the final goal of which is
lo build socialism. Only under socialism, which will elim-
inate private ownership of the key means of production
once and for all, can the working people take the political
power into their own hands and then carry out really sci-
entific, effective and genuinely democratic planning to meect
the fundamental interests of the cntire nation.

The Essence and Forms of State Plapning
in the Developing Countries

The specific essence of capitalist programming is deter-
mined by the maturity of bourgeois society’s relations of
production and the irreconcilable conflict of inlerests be-
tween its chicf classes. The conditions in the developing
countries, especially thogse facing the choice of development
sirategy, are such that the essence and forms of their eco-

1 A. Cossutta, “Present Tasks”, World Marzist Review, No. 10,
October 1977, p. 51.
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nomic planning must be assessed somewhai differently from
thoze in the capitalis( states. This applies to the greatest
extent to countries that have started to build the founda-
tions of a socialist economy. The essence and funclions of
economic planning there are inevitably unique, for the spe-
cific forms of Lhe transition to the building of a socialist
economy must be varied, depending on all the conditions
under which the development towards socialism begins. The
local differences and specifics of economic structure,
ways of life and the state of readiness of the population,
and atlempts lo implement individual plans must all be
reflected in the particular path (o socialism,

The last twenty years have seen a great diversity of
attempts by the state in the newly-free countries to take
increasing advantage of the opportunities [or exerling a
planned influence on the course of economic development.
Here, planning is seen as the most effective method for
specding up cconomic devclopment and accomplishing so-
cial transformations. As a process involving a purposeful
influence on the cconomy, planning in some form or other
is today practised in the majority of developing counlries.

As early as the 30s, the colonial and dependent countries
showed considerable interest in the elaboration and imple-
mentation of the first Soviet five-year plan. Tn 1928, the
Mexican President Plutarco Calles proposed drawing up a
plan bhased on strict accounting. In early 1933, the eminent
statesman M. Visvesvaraya of the Mysore principality put
forward a plan for doubling the national income. Five years
later, India set up her first National Planning Committce
of the Indian National Congress Party under Nechru. In
1933, the Siamese democrat Pridy Panomiong was forced
to flee the country because his programme for state eco-
nomic control was called “Communist intrigues” by local
reactionaries. In 1960, fourteen Asian countries, seven
African ones, and lwo Latin American ones were experi-
menting with planning, while six years later the figures
were already 18, 26 and 20 respectively. Nowadays, virtu-
ally all the newly-free countries apply economic develop-
ment programmes in some form or other.

The development of cconomie planning and programming
in the emerging countries was a resull of a number of fac-
tors. The productive forces in the majority of these coun-
tries are at a low level, especially where semi-subsistence
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economics prevail. This low level of development of produc-
live forces in general does not in itself give rise to Lhe need
for attaining balanced production development by means
of state economic planuning. Yet the abstractly theorelical
lack of correspondence between the low level of develop-
ment of productive forces and Lhe needs of planning re-
mains in force only if the emerging countries are con-
sidered in isolation from the whole system of world social,
political and ecconomic relations and assuming that these
countries are not even trying to speed up their develop-
ment or taking effcclive measures to attain such targets.

The need to overcome the developing countries’ back-
wardness is behind the persistent search for the most effec-
tive economic levers. For the developing countrics, the pos-
sibility of planned, balanced development is particularly
attractive.

It would be wrong to Lhink that the devcloping coun-
tries’ cconomic slructures contain absolutely no seclors that
necd to be backed up by a certain economic balance. All
the modern, non-traditional production based on industrial
methods can only develop efficienlly if its individual com-
ponenls arc strictly balanced. Morcover, the development
of the public economy in this sphere of production also
creates certain opportunilies for conscious regulation ol
produetion in order to achieve such a balance.

The extremely limited nature of resources results in de-
velopment (especially of capital-intensive sectors, including
the infrastructure) heing accomplished either partially or
completely through state channels. The public sector that
is taking shape in a number of developing countrics is the
objective basis for the emergence and development of state
programming. These counlries’ unprofitable position on
the world market also determines the need for state influ-
ence on internal and external exchange, and state conlrol
over the use of resources. Another incorrect idea is that
there is no conflict between the increasing involvement of
the slate in the cconomy and the spontaneous development
trends engendered by the particular development stage in
the capitalisl and pre-capitalist relations in these coun-
tries. Typical of these is a complex intertwining of various
lrends that inevitably leave their imprint on state econom-
ic planning, determining ils social character and the lim-
itg of its real possibilities.
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In the industrialised capilalist countries, economic prog-
ramming is conditioned by the high level of development of
productive forces, the all-round merger of the state wills
the monopoly associations, and the impact of the economic
competition between the socialist and the capitalist sys-
tems, which invariably confronts the major capitalist coun-
tries with Lhe urgent task of ensuring stable economic
growlh rates. In the developing countries, however, eco-
nomic planning arose not only from the need to speed up
the development of backward productive forces, but also
from the [urther intensificalion of their conlradictions
with the capitalist world, the influence of the socialist
countries’ success in planned, balanced development, and
the lack of promisc held out for the emerging counlrics
by following in the wake of the capilalist countries.

Planning in the developing countries cannot be secn as
an allempt Lo present the desirable as the actual. The state
does try to plan economic development here, though
this is an extremely complex and contradictory phenomie-
noun, as much so as the very choice of a fulure develop-
menl strategy. The direclion in which the material and
social condilions for the functioning of stale planning de-
velop depends on the choice of development course—either
socialist or capitalist. The entire system of world ties Lhat
confronts the developing countrics with this choice demon-
strates the unpromising prospects held out for them by the
capitalist gystem, within which the scientific and technolog-
ical revolution creates a new danger—that of a new form
of slavery, called ‘‘technological colonialism”, for the de-
veloping countries.

The need to apply economic planning ideas and instru-
ments in the developing countries in order to resolve their
complex problems in as shorl a time as possible arises
from the ineffectiveness of the markel mechanism in stim-
ulating development under the specific conditions of the
developing world. This need came to be understood in a
difficult struggle against the traditional concept of the
world’s peripheral arecas’ lack of devclopment prospects,
the unchanging nature of their social slructure and the
impossibility of deliberalely changing traditional produc-
tion techniques.

“The stubborn resistance,” wrote the well-known Lalin
American economist Raul Prebisch, “lLo which the very



idea of industrialisation gave rise up to the early 1950s
way be remewbered, as also the dispute over cconomic
planning and the repeated objection 1o financing public
culerprises, even when they were well van,' ! The impe-
rialists fmposed such ideas in the most diverse ways.

Recently, the developing countries have started to pro-
gress from just a leeling of the need for changes to the idea
of more efficient practical use of all available vesources
for speeding up development, regardless of their ori-
gin, with the help of an effeclive stale policy. This poli-
cy is applied to cconomic relations and methods of regn-
lating them, in particular economic planning.

Bourgeois theoreticians for many years imposed on Lhe
emerging nations Lhe idea of levelling up their cconomic
development by altaining an overall balance within the
framework of the capitalist world economic system. Ap-
plication of the criteria of comparative benefits would, in
their opinion, evenlually produce distribution of resources
ensuring advantages to all partners, including the newly-
free countrics. Through the global use of markel regula-
tors, bourgeois theoreticians promised the developing coun-
tries a worthy place in an uncertain future,

The economic history of capitalism in both devcloped
and backward regious has revealed the exacl opposite—a
permanent imbalance in development, and a concentration
of wealth and poverty al different poles of the market
economy. By means of the entire market mechanism, the
world capilalist economy imposes a constani tendency to-
wards imbalance on the developing countries, which come
in for most of the {fluctuations in foreign economic
factors that have a negative economic effect. The win-
ning of political independence hy the countries of Asia,
Alrica and Latin America raises the nced to change this
situation and compensate the former colomies for the way
they had been plundered.

For all the illusory possibility of balancing the “unor-
ganised” outflow and “organised” inflow of resources, the
aclions of the developing countries conlain an extreme-
ly important premise: world capitalist production and the

! Towards a Global Strategy of Development. Report by tho
Secretary-Genieral of the United Nations Conferencc on Trade and
Development to the Second Session of the Conference, United
Nations, New York, 1968, p. 63.
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world resource market must be consciously regulated, tak-
ing into account the interests of the economically back-
ward countries, The Yormer colonies cannot confine them-
selves to regulating ouly foreign cconomic relations, The
state inevitably expands its economic fuuctions and directs
them inwards, into its own national ecounomy.

The majorily of doveloping countries have taken up the
idea of planned industrialisation, the key to which would
he replacing imported consumer goods and capital goods
with ones made locally or by the developing countrics of
the given region. Yel this idea is being implemented with-
in the framework of the existing system ol world econom-
ic ties, which means that the market hampers planncd
industrialisation, so the first altempts to put this policy
into practice came up against insoluble contradictions.
In planning the developmeut of the diverse contempora-
ry industries, the stale proceeds from the availabil-
ity of actual elements of fixed capital, i.e., the output from
which the fixed assets ol modern entevprises are formed.
The main suppliers of such goods are, however, the
economically developed countries, whose economic policy,
including the channelling of investment flows, is based
on the concept of the world market economy. [mperialist
quarters restrict deliveries ol invostment goods to the de-
veloping countries in order to hamper a lechnological and
economic balance being established in the world economy.

The market mechanism’s inabilily to solve the develop-
ing countries’ urgent problems confronts them wilh the
choice of either stagnating and consolidating their role as
the economic periphery of the world economy, or going
over to active state intervention in the economy. The latter
must go as far as directly influencing internal production
and implementing diverse forms of indirect regulation of
the resources turnover between the various economic struc-
tures in order to mobiliso all available means for speeding
up development, This multilevel combination, from global
economic policy to day-lo-day supervision of small enter-
prise operations in different economic sectors, provides
the basis for co-ordinating long-term development goals
with the solution of current problems.

The creation of a highly elficient economy wusing the
latest technology does nol exclude, but rather, in the ini-
tial stages, actually demands the development and sub-
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sequent transformation of traditional indnstvies, too. This
seetor of the cconomy iz a major source of internal re-
sources for restructuring the economy. The developing
countries need to extend the boundaries of the planned
economy and include an increasing number of economic
unils.

The fact Lthal many counlries have recognised Lhe need
for industrialisalion, with the priority development of pub-
lic, rather than private capitalist enlerprises in the capi-
tal goods induslries, is very indicative. The developing
gtates have thus gone beyond the bourgeois theory and
practice of “limiled” co-operation between Lhe authorities
and private initiative. This is understandable, for devel-
oped capitalism cannot and does not want to grani the de-
veloping counlries any advantages, so lhey have to be
taken by force and, in this case, by state force.

The idea of regulalion and then plauned development
is being modified under the impacl of the developing
world's growing inlerest in Marxist planning theory and
practice in Lhe socialist countries.

For (his reason, slale economic planning has become the
focus of a ficree ideological and cconomic slruggle —a
struggle to subordinate slate planning Lo the interests of
the international monopolies and the big national bour-
geoisie vis-a-vis the development of this planning in the in-
teresls of the progressive forces ol the developing coun-
tries, and those of the working class.

It iz worth noting that, as Gumnnar Myrdal writes,
“quile apart from, and often contradicting, Lheir ideologi-
cal preferences at home, all Western governments as well
as their busiuess people are supporters of state planning
in South Asia™. ! To elaborate, this support consists in
subordinating state planning, both ideologically and prac-
tically, to the interests of Lhe national and Western mo-
nopolies. In this, monopolistic quarters proceed from the
development of state planning in the newly-free countries
and Llry to direel this planning along the lines of capilal-
ist programming.

Myrdal's statement also demonstrates the inconsistency
of bourgeois theoreticians and their supporters in the de-
veloping world concerning the limits Lo regulation and di-

' Gunnar Myrdal, Op. cit., p. 728.
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rect state planning as a resull of the contradictory nature
of the capitatist system itself. With respect to the develop-
ing countrics, this has substantial s=ociv-economic conse-
quences. Bourgeois theories declare that no “revolution in
properly relations™ is required and paint a picture of so-
cial trausformalion on the basis of so-called *“limited”,
“democratic capitalism”, the “planned” and “mixed econ-
omy”. They allot the national bourgeois state the role of
econontic Lransforming foree, presenting it as the “econom-
ic executive and eivil servant”. Yet they retain all the
controlling positions and resources of the developing ccon-
omy for the capitalist sector and the monopolies, regard-
less of the substantial growth of the public sector.

Owing to Lhe specific social conditions, the planned man-
agement of the multistructured cconomies of the develop-
ing countries is not the zame thing as socialist planning
or capitalist programming in Lhe industrialised bourgeois
states. Previously, bourgeois theoreticians described plan-
ning as an attribule of the centralised economy, but now
most of them believe planning Lo be a nculral instrument.
At the =ame lime, planning is a social and historical cat-
egory, lhe effectiveness of which depends on the exis-
tence of speeific social relations.

The nature ol planning in the developing countries is
specific Lo them, as is Lthe meaning of the term “‘planning™
in lhis context. By introducing planning measures, Lhe
state trios lo provide an impetus to the development of the
backward economy’s productive forces. These mecasures
include long-term forecasting, the planning of invest-
ment in lhe public sector on the intersectoral and secloral
level and on thal of the individual investment project, cur-
rent financial planning, individual state regulation measures
applied to the private sector and not always linked togeth-
er in a single system, and a wvariety of socio-cconomic
reforms. Depending on the country’s level of economic de-
velopment, its political structure, property relations, and
so on, different combinations are possible of Lhese various
forms of planning and regulation.

On the whole, the state’s influence in the developing
counlries on economic development proceszes should be
regarded as undeveloped, partial economic planning. This
applies (o the vasl majority of countries with a low level
of production, with diverse property relations and an ar-
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chaic economic structure, where only individual elements
of plauning are employed,

The improvement of partial planning takes place in con-
Junclion with the overall socio-econontic development of
cach individual country. The initial form of state plan-
ning evolves either towards capitalist programming or so-
cialist planning, the latter making possible a gradual tran-
sition from partial to overall planning. The initial condi-
tions for this transition are connecled with deep socio-eco-
nomie transfommations in  society and, most important,
wilh changes in property relations.

The socio-economic transformation of the countries
nol following a capilalist course of development makes il
possible for them (o start applying many planning mecas-
urcs aud, what is more, planning of the public sector might
become the dominant part. This sort of development cre-
ates an opportunity for the developing countries to apply
the planning methods that have been used Lo advantage in
the USSR and the other socialist countries.

The countries developing in a capilalist direction use
elements of [orecasting, regulation, and programming of
the public sector for exerting a state influence on ecconom-
ic development, The various forms of stale regulation of
economic development on the national, sectoral and region-
al planes, forecasting of the long-term trends in the pro-
duetion of individual items, macro-economic variables, the
temporal distribution of investment in the medium term
within the framework of projects and secloral programmes,
determination of the priorities for and volume of financ-
ing, and social transformations are the specific planning
activities carried out in the developing countries. Depend-
ing on the level of development of individual countries,
the combination of various social structures, and the polit-
ical doctrines of the ruling eireles, these forms of prog-
ramming and plauning are applied to differing degrecs.

In accordance with the chosen criterion, planning in the
developing countries can, as already noted, be classified
by its social form (capitalist programming, planning using
cerlain socialist planning ideas and methods, economic
management methods, given backward social structures),
as well as by purpose (organisational and budgetary plan-
ning, struclural and anti-cyclical planning) and by the ex-
tenl Lo which it embraces the economy (partial sectoral,



regional, programmes for the public sector, invesiment pro-
grammes, macro-economic ‘‘national econowmic” planning).

Planning in most developing countries is today essen-
tially indicative, but it differs qualitatively from “‘plan-
ning” of tlic same name in the capitalist countries, as evi-
denced by the specifics of the way it is applied and the
fundamentally dilferent targets. Apart from state capital-
ism and the private capitalist structure, the economies of
many developing countries also contain a sphere embrac-
ing pre-capitalist economie forms. The presence of conser-
valive structures and the absence or low level of develop-
ment of many modern social institulions prompt the devel-
oping counlries to integrale planning with a system of
socio-economic and political transformations.

Attempts by Lhe stale to speed up cconomic develop-
menl using certain planning measures, without introduc-
ing any social reforms, lead only to a further enrichment
of clite groups in some of the newly-free countries. Plan-
ners from Africa noted with roason at their 7th confor-
ence, in 1976, that over the previous fifleen years the goals
ol devclopment had been, on Lhe whole, altained but that
the even greater income incquality, growth of overt and
covert unemployment, low labour productivity, conlinu-
ing high level of illiteracy, low level of medical care and
growing poverty of the people were good cause to recon-
sider development priorities. Thus, the progressive forces
of the developing countries sec an ever greator need for
transforining economic planning into planning of social
and economic development.

Those couniries that arc developing in a non-capitalist
direction are cstablishing a system of effective planning
capable of taking in all the key factors of growth and de-
velopment. lnitially, it may be (rained on the formation of
an all-embracing centralised system of management. Thanks
not only to economic, but also administrative regulation
methods, it is possible to creale Lhe necessary precondi-
tions for the “cconomisation™ of the planning process and
preparation of decentralised decision-making and plan im-
plementation. This planning systemn will provide the pub-
lic gector with specific plan targets, and the private scclor
and sphere of exchange will he drawn into the planning
of the reproduction process through the nationalisation of
intermediary Lrading bodies.
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In many African and some Asian countries, planning is
still in its initial stages, meaning that the overall organi-
sational and legal conditions are still Torming for laler de-
veloping the activities of the planning bodies. The stress
in this is laid on developing ihe statistical services, irain-
ing admiuistrators, introducing up-to-date  production
skills Lo stale and economic personnel, and so on. The
plans drawn up in this way are primarily in the form of
drafts and forecasls that, as a rule, are not backed up
by an adequate set of measures for implementing the plan.

Organisalional and budgetary planning is widespread
in the developing countrics. It does not extend beyond
planning the annual bhudget and distribution of public in-
vestment. In addition, measures are laken to ralionalise
the activities of the state apparatus.

Structural planning in medium- and long-term plans
geared mainly to lransforming socio-economic slructures,
including industrialising the economy, is practised in such
countries as India and Algeria, The main drawback to
this sort of planning is thal it is incomplete: Lhe medium-
term plans are not supplemented by a sufficiently detailed
machinery for implementing Lhem, in particular, a system
of economic policy measures and annual plans.

Anti-cyclical planning presumes the existence of rami-
fied local statistical-market information services, of a cen-
tral planning organisation and the possibilily of reacting
to changes in inlernal and external market situations with-
in the framework of the annual plan. This type of plan-
ning, which is particularly effective in combination with
long- and medium-term planning, is still only being in-
troduced in individual countries: India, Venezuela and somec
others. In the majority of other countries, the condi-
tions required for applying such forms of planning have
not yet been created.

Sectoral planning in the developing countries has been
practised since the end of the 40s and now has a fairly
developed set of methods, covering nol only branches of
industry, but also such an important sphere as the assess-
ment of projects, i.e., methods for choosing between in-
vestinent projects and assessing their efficiency.

Regional planning is a major component of the develop-
ing countries’ planning systems, for their cconomies are
subject to sharp regional imbalances. The practical intro-



duction of such planning is not yel, however, carried out
on any wide scale. [n recent years, a number of countries
have been attempting to implement multinational plan-
ning —so-called “harmonisation”™ of plans.

The most widespread form of plan in the developing
world is the public sector programme, including budget
planning, outlines of the main indicators for the public
sector at various times, and assessment of investmeut proj-
cets financed mainly from the budget or foreign loans.
Investinent programmes form the skeleton for planming.
Recently, methods have been developed for regulating cap-
ital investment in Lhe private sector, too.

The macro-economic “planning™ (somectimes called glob-
al planning) practised widely in many developing countries
is largely based on the lraditional Western methodology of
macro-economic forecasling. It has, it is true, undergonc
a number of changes recently and is adapting to the con-
ditions of the multistructured economies of Asian and
Latin American countries, Many economists in the devel-
oping world favour a less complicated planning lechnique
thal is better adapted to the newly-free countries. For in-
stance, the participants in the Jdrd conference of African
planners staled that, for Africa, what is needed i a more
practical, sufficienlly delailed, but simple sct of planning
instruments oriented on the cconomy that is multistruc-
tured in the social, economic and technological sense, with
unstable, rapidly developing links.

The governments of many developing countries with
poorly developed productive forces and an undeveloped
socio-economic structure, that have not yet made the final
choice of socio-economic development course, see planning
as a means for speeding up the development of productive
forces. Here planning is limited, covering only a few cco-
nomic processes, and its mecthods are primitive. In es-
sence, under these conditions it is not planning at all, but
organisational and economic mecasures carried out by the
state without any specific social orientation.

In the whole of the vasl developing world, the hest cor-
respondence between all the developmenl conditions and
overall national planning is observed in the countries that
have chosen a socialist orientation, This gives grounds ta
hope thal, as Lhe given group of countries develops, in the
cousistent process of social transformations and accumula-
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tion of expericnce in economic management, state plan-
ning will really become an effeclive instrument for develop-
mendt.

This is because the countries thal arc not developing in
a capitalist way have a significant and influential public
seclor and progressive state authorities. In this group of
countries, the power belongs to revolutionary-democratic
forces, while the public sector dominates among industries
determining the structure and development course of the na-
Lional economy. New economic relations in such countries
are provided with an increasingly broad base, while pri-
vate capitalist ones arc gradually restricted, thus furnish-
ing the conditions for effective planning of the national
economy. In the countries with a socialist orientation, pos-
itive shifts can be traced in the direction of socialism,
both from the global point of view -thai of the balance in
the class struggle Upping in favour of revolutionary-dem-
ocralic forces—and the local onc -the growth in the
clfectiveness of the state’s economic aclivitics, indicated
by the effecliveness of national planning.

Cousidering the developing counlries with a socialist
orienlalion as being in a transilional period, bul with a
clearly defined socialist direclion, the evcrall shift in the
essence of slate economic planning s uunderstandable. This
shift is conditioned by the fact that all state activilies are
geared to creating the preconditions for the development
of the new social system. Slate planning in this conlext
is an essential component of such work., Without the de-
velopment and improvement of planning, it is hard to
imagine Llhe possibilily of the state and co-operative sec-
tors developing and improving, hard to effectively utilise
scientific and lechnological advances in the interests of
the broad population, especially those of the working peo-
ple, Lard to estimale and mobilise the resources required
for socio-economic reforms.

In socialist-oviented countries, state planning is evident-
ly a legal form of expression of this orientation, for here
it corresponds better to the overall development course
than it does in countries following different lines. Ilere
the desirable and the actual will, in the [ulure, draw
closer together. The form and cssence act on and with each
other. As the influence of the public sector on socio-cco-
nomic affaire grows, not only do the general goals pro-
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claimed in the national plans receive a suilable expression in
the development process itself; the necessary resources for
their attainment are also increasingly provided. Morcover,
the actual, not just alleged, correspondence between the
goals of the national developmenl plans and the inlerests
of the working people makes it possible to mobilise the
creative activities of Lthe overwhelming majority of the pop-
ulation in solving the problems facing the developing
countries.

The development conditions pertaining in the countries
with a socialist orientation also create the prerequisites
for planning to be more realistic. This is conditioned by
the degree of the slale’s social responsibility that il pro-
claimed in its political and economic programme, expressed
mainly in the plans for social and economic development.

The broad social base of sach a state nol only crcates
an opportunity for cxerting a multifaceted influcnce on the
economy; it also causes the country to make a more so-
ber assessment of its potential and the reality of the tar-
gets thal can be attained in Lhe infercsts of the people.
Thus, the “larget function™ of planning in the social-
ist-oriented countries presumes the setting of Dasically
feasible goals. Tt cannol be delermined by illusory ideas or
pursuc consciously overstated goals, which are often orient-
ed on the so-called demonstration effect. It is not hard to
find such goals among (he various forms of scientific and
technological achieverient and amaze ncighbouring coun-
tries by applying the latest technology, though only in
a very narrow splere. Such “prestige”-type development
obviously has little in common with the genuine interests
of the developing countries.

Moreover, the formulation of the goals must fit into the
fixed time inlerval well enough for the state apparalus
and its entire huge army of aclive participants in imple-
menting the plans to precisely assess the results of their
work in pursuit of the set goals. This does not mean, of
course, a formal correspondence between vesults and plan
tasks. The main thing, evidently, is lhe infensity and de-
gree of influence exerted by the state and those participat-
ing in plan implementation on the country's enlire social
development. It [s these economic planning factors that are
the focus of the socialisl-orienled countries’ attention
today.
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All the objeclive cirenmstances outlined above allow the
countries with a socialist orientation to make more inten-
sive use of a whole series of state planuing elements Lhat
help in directing development towards a planned, bal-
anced economy. This is evidenced by many factors, included
both among the methodological foundations of planning
and the partial elements of planning practice. The plans
for the development of countries in a non-capitalist diree-
tion include larger volumes of resources controlled by the
state than do those of other countries, for the public see-
lor and the controlled co-operative scctor are heading for
the dominant position. The facl that the state controls
substantial resources also determines the need for prog-
ress in the scale and organisation of planning, the meth-
odology and development of the inslruments for accom-
plishing and supervising plan fulfilment.

The general trend in the development of planning in the
socialist-orienled newly-free countries consists in a real
extension of the bounds of planning as the public sector
grows in size. It is still carly to talk of a qualitalive leap
conditioned by the quantitative paramcters of such a real
basis for planning, but the major trend in the expansion
of the state planning sphere will inevilably lead to quali-
tative changes. At the same time, a whole complex of fac-
tors must be borne in mind that cause these changes to
be delayed. A substantial influcnce is cxerted hLere by so-
called subjeclive faclors, i.e., the lack of planning expe-
rienee, the conservatism of the administralive apparatus,
the small numbers of trained planners among the advanced
social strata, the lack of ramified and unified slatistical
services, and so ou, for previously all the state’s activilies
were subordinated to only two functions: the police and
the fiscal.

Algeria’s choice of a soclalist development course
brought planning to the fore in the sphore of state manage-
ment, In the first few ycars after independence, a real ba-
sis for planning was laid. In 1969-71, the public sector
already accounted for over 60 per cont of output in large
and medinm-scale industry and more than 62 per cent of
all industrial workers were employed in government en-
lerprises. IL was during this period that the contours took
shape of the stale apparatus for cconomic management
and planning. Initially, the planning services came under
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the DPresident’s Council, but in 1970 a State Secretariat
for Planning wag set up with ministerial status, The coun-
try’s development along nou-capitalist lines further in-
creased the opportunities for state planning on the
basis of the public sector in Algeria’s industry. In 1977,
its share in industry was 96 per cenl of all fixed assets,
82 per cent of gross output, and 77.7 per cent of the
labour force.

The creation of a ramified system of planning bodies al
all levels of the economy has only just begun in the de-
veloping countries. This is, of course, taking place during
a fierce political struggle. For a start, there is the relue-
tance of many ministries lo accept the central planning
apparalus as superior to them: second, there are the de-
liberate delays in furnishing information on the state of
any sector and, third, the direct hostility displayed by the
opponents of the socialist orientalion, This hostility is often
manifested in a desire to discredit the new government
planning apparatus.

The attempts made by imperialist forces to compro-
mise the work of the central planning bodies are geared to
intensifying the difficulties under which the state is op-
erating in the key spleres, for the tasks entvusted by the
government to the planuing bodies are of extreme impor-
tance. This was made quite clear in the Decree of August
15, 1969 of the President of the Republic of Guinea. Ac-
cordingly, the State Secretariat for Planning and Statis-
tics was to a) co-ordinate all economic affairs in the coun-
lry within the hounds of government policy; b) elaborate
draft long-term plans for development and improve the
planning methodology; c¢) mobilise and utilise private na-
tional and foreign capital within the framework of Lhe
plan: d) supervise plan fulfilment.

Such broad and respounsible tasks set by the socialist-
oriented developing countries for their planning bodies
raise the question of exactly how much authority such bod-
ies have and what legal status they enjoy. The stage of
seareh amd experimentation in this sphere refllects all the
complexity of the transition from the former legal basis of
the colonial-type state to a state with bhroad economic
managenent and planning functions.

The consolidation process is observed not only in the or-
ganigation of state planning cervices, bul also in attempts
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to formulate a planning melhodology suited to the tasks
in hand.

Plauning in the developing countries is only taking its
first steps. These are extremely difficult and being taken
under complex economic and political conditions. In the
majority of countries that are at present implementing
economic development plans, an annual gross oulpul
growlh rate of from 3 to 14 per cent was cnvisaged to speed
up their development by D0 or 100 per cenl. Between 1960
and 1963, the actual mean growlh rale for all the devel-
oping countries was 4.4 per coent per annum, while the
rise in the per capita national income was 3 dollars.
Some progress has been made in recent years. Already a
substantial number of these countries have mean annual
GNP growlh rates of over & per cent (UN estimates of
the average for 37 countrics put the figure at 5.5 per cenl
between 1971 and 1975), though many of them have not
attained their planned growth rates. The new plans drawn
up for the period up to 1980 for this group of 37 counn-
lries are characlerised by an average of 7.5 per cent for
the annual growth rate of the GNP.

¥ ¥

Thus, a general description of the essence of stale over-
all economic planning in the socialist countries, of prog-
ramming in the capitalist countries and attempts at
planning in the developing cunes indicates that such state
activities resull from the need to attain an cconomic bal-
ance, given a high level of development of productive forces
and the social nature of production in the world econ-
omy as a whole.

Analysis of the reasons for the emergence and develop-
ment of stale activities of thig type in countries with dif-
ferent social systems indicates that the consolidation and
development of socialiam as a  world system constitute
major reasons for the spread of planning in whalever
form. Withoul the victory of socialism, the emergence and
practice of national planning and programming in any
country in the world today would he unthinkable.

Under socialism, there is a correspondence between the
content of planning, its capabilities and the conditions for
its eclfeclive praclice, for one of the lawsg governing this
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type of social system dictales ils planned, balanced na-
ture.

Attempts to regulate and programmie on the scale of the
capitalist national economy cannot ensure balanced de-
velopmenl and thereby do away with the spontaneous and
anarchical development of all social production. The rea-
sons for this lie in the domination of private ownership
of the means of production, one of them being thal the
private monopolics still constitute the basis of Lhe capital-
ist economy. The slate is not in conlrol of the economy
and is ultimately subordinate to monopoly capital. The
growlh of public property, the cxpansion of the cconomic
functions of the state and conccolralion in its hands of
the surplus value and national wealth are far from unlim-
ited. There are bounds thal they cannol eross without
dircctly jeopardising the capitalist system itsell. Another
reason is Lthal modern state-mionopoly capitalism  cannol
reconstrucl the capilalist economy on the basis of the
forms of socialised production inhercnt in it. The monopo-
lies cannol eliminale compelition even in the seclors they
control almost in their enlirely. Monopoly continues 1o
coexist with competition, large-scale production with small-
scale one. Nor can state monopoly change the situation.
Competition still exists between the gianl monopolies, be-
tween these and non-monopolistic outsiders, and so on.
Under the domination of competitive relations, state capi-
talisl programming often intensifics the competilion.

Such are the objective limits to state-monopoly pro-
granuning, which are responsible for ils contradictory and
restricted pature, and its essence, geaved to maintaining
capitalist production relations. The unfeasibility of planned,
balanced development under the capitalist economic
system clearly stresses the need for the working class to
struggle for social transformation, including for genuine
democratic overall national planning.

Both theoretical analysis and the listory itself indi-
cate that, no matter what efforls the bourgeois stale may
take, it will nol be able to abolish the laws governing cap-
italist reproduction. The stale planning in recenl years
has been geared not so much to speeding up economic de-
velopment, as lo seeking ways oul of the crisis, ways to
soften the mosl acute social confliels and  disturbances.
The chiel contradictions of capitalism are not overcome
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but driven inwards. New contradictions are added to them
resulting from the activities of the bourgeois state.
These include, as the International Meeting of Com-
munist and Workers' Parties in 1969 pointed out, “the
contradiction betwecen the social character of present-day
production and the state-monopoly nature of its regula-
tion™. !

The state’s influence in the developing countries on eco-
nomic processes in general should be regarded as undevel-
oped partial economic planning using only individual ele-
ments of planning measures. The development of this
planning follows the general course of socio-cconomic de-
velopment in the given country. The initial form of plan-
ning activitics evolves either towards capitalist program-
ming or planning similar to that practised in the socialist
countries. In the latter case, a gradual transition is pos-
sible from partial to overall planning, Preconditions for
this transition to overall planning are, however, decp so-
cio-economic transformations in society and, most impor-
lant—a change in the property relations. The socio-cco-
nomic transformation in the countries with a soeialist
orvientation makes it possible Lo apply planning measures
on a wider scale, while the transition to overall planning
creales an opporlunity for using the methods that have
proved themselves in the Soviet Union and the other so-
cialist states.

The rapid economic growth rales of these countries for
many years now indicate the considerable advantages
offered Lo the developing countries by application of the
entire complex of socio-economic measures, including
planning instruments. The conditions under which plan-
ning Look shape in the socialist conntries differed, of course,
from those at present pertaining in the majority of de-
veloping countries. The most important difference is the
fundamental one in the socio-economic structure of social
production, distribution and consumnption, as well as the
social institutions conditioned by this structure. Yet, in
spite of such considerable differences, the developing
countries can resolve certain overall problems involved in
ceconomic development and planning by applying the ex-

Y International Meeling of Communist and Workers' Partics,

Moscow 1969, p. 19,
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perience of the soecialist countries. Such problems include
the task of closing, or al least reducing, the gap between
the levels of development of the developing countries and
the industrialised ones. This can be achieved by speeding
up economic growth, substantially increasing the scale of
accumulalion, rapidly industrialising the economy and,
consequently, fundamenlally restructuring it.



Chapler 2

MACRO-ECONOMIC PLANNING
AND PROGRAMMING METHODS:
PLANNING AND PROGRAMMING
OF THE RATE

AND STRUCTURE OF PRODUCTION

The methods used Lo elaborate plans and programmes
for the development of a country’'s economy arc closely
interlinked with the essence and goals of overall national
planning and programming. They are formed and applied
by state bodies, enterprises and organisalions, The meth-
ods used by states with similar socio-ecomomic condi-
tions for planning and programming also have common
features, since Lhese act as an applied instrument of par-
ticular economic concepts. There is an interpenctration of
the methods for drawing up plans and programmes, but
this is limited by the nature of a particular type of plan-
ning or programming, the eszence of its targels aud the
scale of the state’s influence on the economy. In any case,
methods are modified to suil particular socio-economic
conditions. This applies to even what would seem to be
the most “necutral” methods and schemes, for any formal-
ised system is used for economic analysis and attempts
to plan the actual economy, with all its specific features.
These general points are taken into account in the
following consideration of the methods of planning and
programiuing. Thus, the establishmenl and improvement
of thesc methods cannot be viewed outside the framework
of socio-economic development (and praclice has shown
the futility of attempls to apply modern sophisticated math-
ematical economic models and computers for drawing up
plans in countries Lhat lack even elementary slalistical
data).
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This chapter will discuss the methods used to deter-
mine general (macro-) economic indicators for economic de-
velopment plans and programmes, and especially those
that describe the volume of production and use of resources
on the national scale, the overall rate of cconomic
growth, the growth rates of the key scctors in Lheir inter-
relationships, the nature of structural changes in the coun-
try’'s cconomy in the plan or forecast period. These para-
meters can provide lhe basiz for subsequent delailed sec-
toral planning, as well ag constituting the results of co-
ordinated and summarised sectoral draflt plans and aggre-
gate data of other Tunctional sections of the plans for so-
cio-cconomic developiment. The use ol macro-economic in-
dicators in this way is typical of plans lor the develop-
ment of the socialist economy. In the capitalist and devel-
oping countries, macro-cconomic parameters of the growth
of and changes in the structure of the economy, worked
out in varying degrees of detail, are usually declared the
actual conlent of programmes and forecasts. In spite of the
differences in the place and role of such indicators in so-
cialist planning and capitalist prograinming, the fact that
they apply Lo the same object—the economy as a whole—
provides a basis not only for making a comparative ana-
lysis of the methods of macro-cconomic planning, but also
for revealing overall diflerences in the methods used. This
will make it possible in the mext chapter to pinpoint
the approach used for determining the specifics of the meth-
ods applied in substantiating plass and progrommes for
the individual Lypes of resource utilisation.

Development of National
Economic Planning Methods
in the Soviet Union

The over fifty years ol planning in the Soviet Union
furnish a rich body of information for outlining the order
ol procedure in national ccononic planning, its principles
and methods corresponding Lo various social  condilions
and stages in economic development. 1n contrast to all
other forms of economic development, planned develop-
ment implies a consciously maintained balance of all the
elements of Lhe economy in the pursuit of specific goals.
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In socialist sociely, economic planning embraces the planned.
balanced organisation of the social production process
for the purposes of providing for the well-being and free
all-round developent of all members of society. This con-
cept ol economic planning makes it posgible to determine
the foundations on  whiclt to base the methodological
principles corresponding Lo particular stages in the devel-
opment of Lhe socialist economy.

On the way lowards the overall goal of satisfying the
growing requirements of socialist socicty and ils individ-
nal members to the maximnm, intermediary tasks cinerged,
their character determined by the level of develop-
ment of productive forces and the forms of social rela-
tions. This, as well as the extent to which the state is in
control of the nation’s resources, in turn determined the
methods cmployed for elaboraling development plans for
the Soviel Union.

In the Soviet Union, economic plauning has gone through
three successive stages:

-planning in the multistructured economys;

—planning during the period when the foundations of
the socialist economy were being laid;

~planning in the developed socialist society.

In accordance with this breakdown, both the historical-
ly specific methods and the general features of socialist
planning methods characteristic of all Sovicl economic
history can be analysed.

Only ten years (1917-27) were needed for economic
plauning in post-revolutionary Russia to acquire a
theoretical basis and to be transformed from partial to all-
embracing planning in accordance with the methodologi-
cal basis. This period can be regarded as the one in which
the foundations were laid for directive planning, as the
one when Lhe transition was made from indirecl regula-
Lion to direct state management of the country’s economic
affairs. The widespread use of indirect methods for influ-
encing the economy in the initial period of Soviet plan-
ning was due not only to the lack of experience of state
economic management, but also Lo the presence of a sub-
stantial private sector in both agriculture and trade.

Initially, after the Revolution, considerable attention
was focussed on drawing up and implementing current
programmes for individual branches and sectors, similar



to the so-catled “partial programmes” as they ave now called
in the West. In the firsl six months of 1948, a drafl
plan was drawn up in Lhe Soviet Union covering coal min-
ing and steel smelting, the production of agricultural ma-
chinery, grain procurement, and capital construction for
individual sectors. The same year work began on elabo-
rating plaus for the development of Lhe c¢conomy in the
key industrial centres of the country: the plan for the re-
storation and development of the metal industry in Petro-
grad (since 1924 called Leningrad), the plan for the de-
velopment of the metal industry in the country's castern
areas. In lhe second half of 1918, most of the country's
large-scale enterprises were operating according to plans
approved Dby government bodies. These frst allempts at
partial planning were disrupted by Lhe Givil War (1918-
20), during which production programming could only
take the form ol summarising production facilities and co-
ordinaling the chief public outlays with the resources avail-
able.

The conditions of the postwar economic disruplion die-
lated Lthe need for the most rapid possible solulion to such
current problems connceled with eliminating Lthe conse-
quenees of the destruction as hunger, disease and uncw-
ployment. All the country’s resources and forces were
channelled into this. LEven then, however, it was clear
that, wilthout the development of a unified system of
planned management, orienled on solving problems in Lhe
long run, it would be impossible to ensure the economy’s
rapid recovery and to creale a lechnical base correspond-
ing to the goals of building socialism.

The theorelical aud practical work was geared to de-
termining the principles for such planned management.
The results of the inilial attempts undertaken between
1918 and 1922 were developmient of the entire economy
according to a single state plan; concentration of forces
and meauns on fulfilling the state’s key tasks; the direc-
Live, i.e., obligatory valure of the tasks confirmed in the
plans and the striet specification of recipients of plans;
the scientific, technological and economic substantia-
tion of plans; the cembinalion of long-term  and short-
termt, sectoral and tervitorial planniug; observance of the
demands of democratic centralism, which consists essen-
tially in a cowbination of cenlralised state supervision
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with infinitely varied initiatives from local authorities and
all participants in social production. The practical imple-
mentation of these points was achieved by elaborating the
first unified long-term programme for economic develop-
ment, whick was called the GOELRO plan (the State
Plan for the Electrification of Russia), as well as the grad-
ual transformation of current planning into an instru-
ment for realizing this programme.

The elaboration of the GOELRO plan was initiated in
the spring of 1918, but the Civil War and period of for-
eign military intervention dragged out the time taken to
complete it. In October 1920, work on Lthe plan for the
clectrification of Russia was virtually complete and the
draft was handed over to the 8th All-Russia Congress ol
Sovicts for consideration. On the Congress's instructions,
the Council of People's Commissars (the Government of
the Russian Federation) finished the work on the plan
and, in December 1921, presented it to the 9th All-Rus-
sia Cengress of Soviels, which confirmed the draft. The
plan for clectrification became the state law for economic
construction for the next 10 Lo 15 years,

In order to assess the GOELRO plan properly, it should
be remcmbered what Russia was like at that time. Owing
to the lack of fuel and raw materials, mosl factories and
plants were not operating and the railways were paralysed.
Disruption and hunger reigned in the country. In 1920,
outpul was extremely low: compared with 1913, only 3
per cent of the pig iron was produced, 4.6 per cent of the
steel, 30 per cent of the coal, 15 per cent of the cotton
thread, and so on. This was all intensified by the econom-
ic blockade imposed by the capitalist countries.

The first long-term #lanning document determined the
targets for the next 10 to 15 years for the development
of industry, transport and electrification of the economy.
An 85 per cent increase in industrial output, compared
with 1913, was envisaged, including about 300 per cent
for electricity, 95 per cent for pig iron, 55 per cent for
steel, 110 per cent for coal, 860 per cent for peat, 30-80 per
cenl for oil, 420 per cent for cement, and 250 per cent for
paper.

The plan also provided for the constraction, during the
10 to 15 years, of 30 regional electric power stations with
a lotal capacily of 1,750 thousand kw (this figure secms
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modest by inodern standards, but at the Lime it was enor-
mous), as well as the anification of the electric power sta-
tions inlo a single grid. This made it possible to supply
electricity over large distances to a multitude of popula-
tion centres and enterprises, Thus, eleclrification embraced
a substantial arca in the European part ol the coun-
try.
[lectrification was the key fealure of Lhe long-lterm plan
for the restrucluring and development of Lthe economy,
providing for an upswing in production and labour pro-
ductivity. Concentration of cleciricily, generated by large-
scale regional power stations, created favourable condi-
tions for increasing clectric capacity in a relatively short
time and for introducing highly economical and multipur-
pose elcctric motors instead of steam engines. Ultimately,
all this furthered the concentration and rapid growth of
machine industry, the intensificalion and mechanisation of
produclion processes, and a sharp rise in labour produe-
tivity as the main condition for development. The
GOELRO plan specified not only the volume of indnstri-
al production, but also the balance links helween seclors
and regions iu their future development, taking accounl
of the necd to implement the latest scientific and techno-
logical achievements of the lime.

The GOELRO plan was a major step forward in the de-
velopmenl of planuing. 1t contained the first plans for Lhe
developmenl ol individual economic regions and outlined
the prospects for further changes in the location of indus-
try by region. In Lthe GOLLRO plan, for the firsl time
ever, the method ol balances was used, uniting regional
and sectoral economic plans into a unified syslem.

During the elaboration of the GOELRO plan, a set of
indicators was also developed. The plans for the firsl ycars
contained targels only for cerlain seclors, not co-ordinat-
ed by some group of indicators (these were the plans for
coal mining, the procurement and distribution of grain,
the produclion of metal, and freight haulage), but the set
of indicators of the GOELRO plan covered a fairly broad
sphere of national economic development. The change in
Lhe scope and indicalors of planning reflected the dialec-
lical process by which new social relalions were created
in the country, Lhe development and consolidalion of so-
cialist properly.
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The GOELRO plan included indicators not only for the
construction ol power stations, bul also lor the expansion
of electrification in conneetion with the development and
restoralion of the entire national economy. The plan con-
tained six major scctions: 1) clectrification and the uni-
fied nalional economic plan; 2) ecleclrification and the
fuel supply; 3) electricity and hydropower; 4) clee-
tricity and agriculture; 5) electricity and transport; 6) elec-
tricity and industry.

The targels set in the plan were for the production of
20 key types of industrial outpul: steel, pig iron, iron ore,
aluminium, copper, coal, oil, peat, brick, cement, and so
on. Industry was divided into eight branches: fuel ex-
traclion, mining, melallurgy and metal-working, the tex-
tile industry, the food industry, building materials, the pa-
per industry, the chemical industry, incloding oil-refining
and coking. Fach branch was sel largets for the volume
of output (in gold roubles), number of workers (in thou-
sands) and capacity (in thousand horsc-power), The de-
velopment of industry was planned not only as a whole,
but also for the two main subdepartments: the production
of capital goods and ol consumer goods,

The GOELRO plan also contained a number of targets
with respect to the development of agriculture: for expand-
ing the sown area, bringing new lands under the plough,
expanding the production of agricultural machinery and the
application of mineral fertilisers. IL did not, however, con-
tain indicalors [or agricultural output, because petty-com-
modity forms still predominated in the countryside. Neither
did it envisage targets for the collectivisation of agricul-
ture, or indicators for production efficiency. A doubling of
output was, however, to be achieved primarily through a
growth in labour productivity, given a smaller rise in the
number of workers.

The plan for the electrification of Russia also contained
important Llargets for raising the standard ol living. Spe-
cific tasks were outlined for incrcasing the output of the
colton and wool industries, the potato, starch and treacle
industry, sugar production and other branches. The plan
provided for a replacement of imported leather goods by
home-made ouecs. Calculations were made with respect
to supplying the population with foolwear. The set of
indicators [or the standard of living could not yet, of
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course, occupy a major place in the specific numerical part
of the plan.

The GOELRO plan was the first experiment in compil-
ing a single state plan covering all the key spheres of the
development of social production. At the same time, the
drawing up of this plan laid the foundations for a specific
organisational system of planning and provided experience
of planning work on a national scale.

The first long-term programme was the basis for day-to-
day planning, the tasks of which were assessed primarily
from the angle of the overall goals of the long-term plan.
Moreover, as cxperience developed and accumulaled, it
turned out that the boards of cconomic bodies and plan-
ning bodies could not confine themselves simply to coni-
bining and suwmming the plans of trusts and individual en-
terprises. So, as carly as 1924, the planning bodies, together
with enterprises and trusts, drew the preliminary outlines
of a plan taking account of the absorptive capacily of the
market and other economic conditions. It should be noted
that, at the time, inpul-output tables were alrcady being
used Lo estimate the size of the market. To this end tables
were drawn up of intersectoral ties in industry for 1926 to
1928. The control figures for cach sector were co-ordinated
with the indicators of related branches, and on Lhis basis
control figures compiled for the development of the na-
tional economy as a whole.

Planning targels in the form of control figures werc a
major achievement in the sphere of short-term planning,
but they also had their weaknesses. The lack of an exact
balance result of the development of the natlional economy
reduced the effectivencss of control figures as directives.
They embraced only the sphere of production. without re-
flecting social shifts. The methods used for compiling the
control figures were inadequate, being based on cxlrapola-
tion of the rates of economic growth in pre-revolutionary
Russia. The limited nature of Lhe plans, oriented only on
the current demands of the market, consisted in the fact
that they reproduced mainly the balances that had taken
shape previously in the nalional cconomy. Inn order to speed
up growlh, however, a change in this balance was required,
a fundamental restructuring of the economy throngh
industrialisation and a transition Trom primitive agricul-
ture Lo macliine production.
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The control figures for 1926/27 were compiled with the
participation of the cconomic bodies of the Union repub-
lics and departments. The main method used was the bal-
ance method, which constituted a major step forward in
the development of planning. The control figures for this
year contained indications for the development of the ccon-
omy and economic regions, as well as the growth of sec-
tors of social and cultural development.

The new conditions for the building of socialism re-
quired a further specificalion of the plan for laying the foun-
dations of the socialist economy. The new tasks involved
in the lremendous constrnction work and the enormous
socio-economic transformalions necessilated a correspond-
ing long-term plan. ‘The First Five-Year Plan for the de-
velopment of the national cconomy of the USSR (1928-
32) was jusl what was required.

In December 1927, directives were conlirmed concerning
the drawing up of the First Five-Year Plan—an all-embrac-
ing programme of social transformations, heralding a lran-
gitfon 1o a new stage in economic conslruction. By this
time, the share of the socialisl sector in the production of
the national income elready stood al 44 per cent. After the
directives on the First Five-Year Plan were confirmed, work
gol inte full swing in the counlry on elaboraling it, work
in which not only central, all-Union and government bodies
took part, but also republican and secloral management
bodies.

The essence of the First Five-Year Plan can be described
as follows. The largets were given in two versions: “ini-
tial” and “optimal” (with greater growth rates). The key
problems were determined by the rates and proportions of
economic development, the scale and stracture of invest-
ment, the nature of the building programme and the socio-
economic aspect of the plan.

The first of the plan’s three volumes indicated the ini-
tial posilions from which it was drawn up, estimaled the
economic level of the counlry’s development, sct out the
largets of the building programme, discussed aspecls of the
training of qualified personnel, the growth of material pro-
duction and Tabour productivity, consumplion, markel equi-
librium, and price policy. Il also reflected the financial
programme of the plan, the state and possible development
of cconomic ties with the warld econowmy. and set oul the
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social programme of the fvo-year plan. The appendix con-
tained a summary table of the key indicators (population,
asscts, investment, national income, electrification, indus-
try, agriculture, transport, construclion, the budget and
money circulation, financing of the national economy, so-
cial and cultural establishments, price indices); tables of the
key indicators of the structure of the Soviet economy in the
five-year plan: power (manpower, the energy supply, the
energy balance), the standard of living and Lhe people’s
cultural level, industrialisation, technological reconstruction
and rationalisation, distribution; tables of the key indica-
tors of the five-year plan for tho national economy com-
pared with 1913 and the previous five-year period; thc pro-
cesses of socialisation and organisalion into co-operatives,
investment in fixed assets, the national income of the
USSR, the plan for the financing of the national ecconomy,
the balance of the financing of investment from the public
sector for the five-year period (separately for initial and
optimal variants).

The first part of the second volume contained the plan’s
building and production programnmies: the power base for
reconstruction of the national economy, industry, agricul-
ture, water and forest management, raw material problems,
building, and transport. The tables of the section on in-
dustry prosented the chief indicators of the industry
planned by the Supreme Council of National FEconomny
(SCNE): assets at year end (fixed and circulating), gross
and commercial outpul in gencral and by branch; qualita-
tive indicators (material inputs, labour productivity, pro-
duction costs, and so on) and financial indicators; the pro-
duction of tho key items: 29 for group A (capital goods)
and 15 for group B (consumer goods); capital construc-
tion, the financial plan, and the consolidated balance for the
fuel supply.

The second part of this volume was devoted to socio-
economic problems, co-operatives, trade, social and cnltural
development, public catering, communications and the finan-
cial plan.

Aspects of economic regionalisation, planning tasks and
specialisation ol regions, interregional relations, growth
rates and the share of regions were discussed in the third
volume. Delailed calculations were made for each area:
natural resources, manpower and the energy-to-worker ra-
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tio, the region’s ecouomic complex, lhe tasks involved in
reconstruction and the plans for individual branches. The
tables in this section presented the main indicators of the
five-year plan for the national economy by republic and
region, Lhe share of republics and regions in the USSR,
the chiefl indicators for industry. investment in stale indus
try by seclor and region, fixed assets, indicators for agri-
culture (the head of cattle, output in physical terms), the
structure of production in physical units and gross outpul
for republics.

In the elahoration of the First Five-Year Plan, the foun-
dations were laid of the methodology of national eco-
nomic planning, including principles thal ave still valid
today. An interconnected system was drawn up of indica-
tors covering the development of all the key sectors, Union
republics and cconomic regions. ‘The balance method
was developed consgiderably. Material balances were drawn
up for about 50 main types of industrial oulput, as well
as for the chief types of agricullural raw material. These
tables embraced Lhe main malerial balances.

Under the broad programme, the first to be drawn wup
were the chiel value balances, including the consgolidated
financial plan for the whole conntry and for the key sce-
tors, the state and local budgets, the balance of the econ-
omy’s fixed assets, of the production of the national income
and ite distribution and use, of the population’s wmoney
incomes and outlays and calculations of cliective demand,
the balance of demand and supply lor consumer goods.

It should be noted that all the main bhalance calcula-
tions for the First Five-Year Plan were made on the social
plane (the public, co-operative and private sectors). As a
result, a detailed description was obtained of the sociali-
sation ol production, the development and counsolidation
of the gocialist sector in the nalional economny.

During the first five-year period, a set of balances for
labour resources wag created because of the acule need to
provide the natiovnal cconomy with manpower, especially
skilled personuel, as well as to gradually eliminale unem-
ployment and reduce the agrarian overpopulation. Togeth-
er with the consolidated balance of labour resources, the
demand was caleulated for experts and skilled workers for
industry, agriculture, construclion and transport. These cal-
culations made it possible to outline a programme for the



on-lhe-job training of personnel in factory lraining schools
and a plan for the development of the network of secon-
dary and higher educational establishments.

Success in Lhe socialisation of production allowed stale
planuing to embrace agriculture, petty-commodity industry
and trade, and advance from control figures in these sectors
to annual nalional economic plans. The first annual plan
was drawn up for 1931. The transition from control fig-
ures to slale plans meant that planning and regulation of
the multistruclured economy was replaced by planning of
the socialist economy, recommendalions and proposals be-
came directives; reference targels became a plan with force
of law, At the same lime, the creation of a set of all-
embracing planning raised, alongside the overall task of
economic growth, thal of altaining (under growth condi-
Lions) balanced development of all hranches and sectors of
the cconomy. Under all-embracing planning, balanced eco-
nomic development- an objeclive necessity dictated by the
very nalnre of social production based on the division of
labour—was furnished with a real basis.

Thus, as the planned management of the economy devel-
oped extensively, planning methods were becoming more
sophisticated and subordinated to the task of mobilising
all resources lor solving specific socio-economic problems.
The basis for this was provided by the balance method.

The harmonious development of the economy presumes a
correspondence between Lhe volume of production of a spe-
cific commodity and the demand for it. In this, not only
the country’s internal needs arc taken into account, but
also the amount of outpul to be exported. The balance of
any product can be written in the following form:

1. Resources I1. Distribution
P"f— Im+Sg
Ind+K+Con+E=S,

P--produclion Ind- industrial consumplion

(intermediary demand)
Im—imports K- capital conslruction
So —stocks at beginning Con—non-produclive
of year consumption

Y — exporls
S| —stocks
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Material balances are compiled on different planning lev-
¢ls. They can be drawn up both in central and supply bod-
ies and in individual enterprises. This simple form (sim-
ple only with respect to the scheme for an individual bal-
ance) of balance calculations constitutes a useful instru-
ment for elaborating and substantiating plans for the de-
velopment of individual types of production in countries
that havo started to apply certain elements of planning.

The essence of the balance method consists in co-ordinat-
ing requirements and resources on the scale of all social
production, relaled sectors and production units of the na-
tional economy, ensuring a balance of all elements of the
ecconomy. The balance method makes it possible to estab-
lish and co-ordinate the physical-material and wvalue pro-
portions in the national economy and thus ensure the uni-
ty of plans. In planning practice, material, labour and
financial balances are used, these heing interlinked and re-
flecling the various aspects of the single process of extended
socialist reproduction.

The co-ordination of the production and consumption of
specific types of product in the plan is accomplished by means
of material balances (for stecel, electricity, and the like),
in which resources and the demand for the given product
arc compared. These balances reflect the interconnection be-
lween the branches of production. Directly related to the ma-
levial bulances are the balances of fixed assets and produc-
tive capacity, which allow planners to determine the required
increase in these for the planned volume of production.

The labour resource balances arc drawn up to ensure that
sufficient manpower is available for the planned scale of pro-
duction, social and cultural activities. They compare the
amount of manpower available with the demand for it in
the plan period. Labour resource balances are compiled for
the USSR as a whole, for individual republics and regions,
making it possible to plan the distribution of labour re-
sources by economic sector, the training of personnel, etc.

The finaneial balances reflect the formation and distri-
bution of the incomes of the state, socialist enterpriscs, and
the population. The main balances are thosc of government
revenues and speuding and the balance of the income aud
oullays of the population, which are drawn up for the whole
country, TUnion republics, territories and distriels. The
halances of the people’s incomes and expenditures are neced-
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ed in order to determine the population’s consumer de-
mand and to plan the production of consumer goods and
retail turnover, to plan the scale of payable services, to
elaborate the cash plan for the State Bank, and so on.

These different types of balance make up the set of pro-
portions in reproduction in their organic interconnection.
Their great diversity can, somewhat arbitrarily, be divided
into three main groups:

—economic proportions;

—intersectoral proportions;

— intrasectoral or production proportions.

The specifics of each type determine the application of
specific balance calculations, which, combined, comprise the
unified balance planning method. Balances are elaborated
in a cerlain procedural sequence.

As socialist transformations are accomplished, long-term
planning comes graduvally to embrace an increasingly wide
range of indicators applying to the growth of the economy,
science, technology, culture, and public health (in 1937,
the socialisl seclor provided 99 per cent of the national
income).

The complete dominion of public ownership of the
means of production provided the conditions for direct plan-
ning of agriculture, as well as of the retail trade. The op-
portunity arose for working out a unified state plan cnvis-
aging directive targets for all sectors of the economy. The
planning of fnancial matters and money circulation be-
canie consolidated.

By the end of the first five-ycar period in the USSR, a
powerful industry had been established. In the conntry’s
castern regions, a new coal and metallurgical hase had
been set up and new light industry centres had been estah-
lished in Central Asia and Western Siberia. Over the five
vears, more than 1,500 new factories and plants were com-
missioned in all.

The First Sovicel Five-Year Plan achieved major suc-
cesses in the electrification of the country. At the begin-
ning of it, in 1928, of the thirly electric power stations
cuvisaged by the GOELRO plan, seven were in aperation,
cight wnder construetion and five on the drawing hoards.
The total capacity of all the existing power stations in
1928 was 1,905,000 kw, while generating capacity for 1.5
million kw was in the pipeline. The main work on implement-
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ing the GOELRO plan was carried out during the first
five-year period. In 1930, the doubling of the prewar level
of industrial production envisaged in the plan for the clee-
trification of Russia was achieved. In 1931, when the
GOELRO plan had been in force for its minimum period of
ten years, its electricily generation targets had alrveady
been attained. By the end of that year, regional power sta-
tions in the USSR had a capacity of 2,376,000 kw, which
meant that the programme for building electricily-gencrat-
ing capacity had been excceded.

During the elaboralion of the Second Five-Year Plan,
for 1933 to 1937, the plan largels were set in a consider-
ably more scientific manner, which was furthered largely by
the widespread involvement of the Academy of Sciences
and many rescarch institules in the planning work. Along-
side the main trends in technological progross, specific
targets were set with respect to the level of electrification
and mechanisation of the key production processes, the in-
troduction of sophisticated production techniques, the mas-
tering of new and progressive types of machinery, equip-
ment and material.

The expansion and growing complexity of intraindustri-
al, intersectoral and inleriegional links required the state
plan 1o include production targets covering the output
of 120 industries and the socialist seclor in agriculture. In
order to ensure rational proportions in the development of
the national cconomy, wider use had to be made of the
balance method. 'The set of material balances created dur-
ing the elaboration of the Second Five-Year Plan embraced
all the key types of industrial and agricultural output. A
five-year balance was drawn up for machinery and equip-
ment, and macro-economic synthetic balances were fur-
ther developed. The consolidated financial balance was now
based on more detailed calculations of production and cir-
culation costs.

The Second Five-Year Plan was drawn up on both the
sectoral (ministry and department) and regional (Union
republic and economic region) levels. The list of building
projects compiled by USSR Gosplan included over a thons-
and major items,

The cnormous seale of the economy covered by planned
management dictated the nced for planuing to take account
not only of balancing goals and resources. As the economy
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developed, the problem of co-ordination became increasing-
ly acute. The growing complexity of Lhe interconnections
in the economy, as a result of the spread of industrial
modes of production, could only be taken inlo account if the
plan provided for a comprchensive solution to both sectoral
and national economic problems.

As early as the years of the Second Five-Year Plan, the
idea of comprehensive programming began to acquitre grow-
ing significance. In the beginning, this approach was ap-
plied in considering a number of large-scale industrial proj-
ecls. One cxample of the comprehensive approach Lo elah-
orating an intersectoral project al Lhal time was the con-
struction of the Urals-Kuznetsk complex, where coal mining
and melallurgy were combined with the chemical produc-
tion and engineering that was to serve the growing iron-
and-steel and chemical industry, given a corresponding so-
lution to the transport problem, the regionalisalion of ag-
riculture aund the creation of a powerful electrical energy
base.

The national economic planning methods developed dur-
ing the first two five-year plan periods (1928-37) provided
the basis for drawing up subsequent five-year and annual
plans, The expansion of the nwunber of interconnecled tasks
solved within the [ramework of the five-year plans in-
crecased the urgency of improving the planning methodology
by economic and academic organisalions on elaborating meth-
ods for a compreliensive substantiation of economic deci-
gions but it was interrupted by World War 11, which neces-
sitated the restructuring of all economic work and man-
agement of the economy. The flexibility of the short-term
plans and economic decisions also determined the nature
of the wethods used during the war years. Planning be-
came cven more centralised. USSR Gosplan carried out the
direct planning of the production and distribution of vir-
tually all major resources.

During the transition Lo pecacctime economy, the orga-
nisation of planning naturally anderwent considerable
changes. After the end of the war and the period during
which the war-ravaged economy was being restored, Lhe
planning bodies, in addition to doing considerable work on
compiling five-year and annual plans, continued to improve
the set of instruments for elaborating natlional economic
plans.
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When preparing the Pifth Five-Year Plan (1951-55),
USSR Gosplan introduced a series of measures to improve
the methodology of planning. Comprehensive plans for min-
istries and departments embracing all the key sections of
economic activities of enlerprises and scclors—the produe-
tion of oulpul, capital construction, labour, production cosls,
and so on—were presented in the formns and indicalors of
the Fifth Five-Year Plan. For each Union republic, a uni-
fied plan was drawn up, with plans for the developmenl of
Moscow and Leningrad being olaborated separately. Plan-
ning of the mean annual growth of productive capacity
began. The plan for agriculture contained indicators de-
scribing the balances of the incomes of collective and state
farms. For transport, calculations of the balance of key
lypes of freight haulage were introduced. The Fifth Five-
Year Plan was the first to include labour balances for eco-
nomic regions. Onc interesting new fealure was an index
for the rise in the purchasing power of the rouble. A con-
siderable place in Gosplan’s work on the Fifth Five-Year
Plan belonged to the problems iuvelved in the balance of
the nalional cconomy, the calculations of which also con-
tained some importanl new features. ln particular, estimates
of the supply of materials for induslry and the provision
of consumer goods for the people were of considerable in-
tevesl, After the war, in addition Lo tbe five-year and annual
plans, the planning bodies began to elaborate long-term
economic programmes, too.

The year 1959 saw the beginning of a major new stage
in long-term planning: the elaboration of a draft plan for
the development of the Soviet cconomy for 1961 to 1980.
A special state body—the State Economic Council of the
USSR—was sel up to carry cut this work, in which a large
number of scientific and design organisations also took panrt.
The main results of the planning for 1961 to 1980 are con-
tained in the documents of the 22nd CPSU Congress.

The chief method used for drawing up the draft plan
for 1961 to 1980 was calculation of Lhe volume and struc-
ture of material produclion, determination of the lime lim-
its for attaining a particular production level (or per cap-
ita production level) for the key types of product. Prelim-
inary balance calculations were used of aggregate national
cconomic indicators. The main instrumenl was cosl-to-per-
formance caleuniations, applied primarily on the sectoral
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plane. In addition, the level and structure of production
were determined for both capital and consumer goods pro-
duction on the basis of a specific target for raising the lev-
el ol popular consumption and improving ils structure,
Thus, at this stage, the distinguishing [cature of long-term
planning was the increased role played by elaboration ol
problems counected with the standard of living and social
progress.

This was manifested, first, in the fact that such calcu-
lations had never been so broad and comprehensive, eni-
bracing the growth of incomes and the development of
their forms, Lthe volume and structure of material goods
and services consumption, the provision of housing and
amenities, improvement in living conditions for familics
and in the position of women, the mainlenance of children
and the non-able-bodied, medical care, education and train-
ing and, above all, of young people. They also included the
all-round development of society’s cultural life, the devel-
opmenl of social relations in the countryside, the material
preconditions for overcoming the existing differences be-
tween physical and mental work, improvement of distribu-
tion relations, and so on. Thus, an attempl was made to
draw up a comprehensive programme for social transforin-
ation, describing planned measures and determining Lhe
necessary resources,

Second, the indicators for the standard of living and so-
cial progress acted as the point of departure for planning
the level and structure of production.

An assessment of the overall methodological substantia-
tion in five-year and long-term planning in this period in-
dicates thal the main method used for a long time in the
initial stages of forward planning was that of variant ap-
proximations. Beginning from the elaboration of the Seven-
Year Plan (1959-65), determination of the key macro-
economnic indicators (of the balance of the national ccon-
omy) started to be applied in practice for specifying (he
national economic plan. This method was developed fur-
ther in the building and application of aggregate models of
economic growth and of intersectoral models.

Modern planuing in the USSR includes the entire com-
plex of economic and cultural development, and all aspecls
of the economy. The planning bodies and management ser-
viees resolve complex problems in co-ordinating the activi-
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tics of Iiterally hundreds of thousands of indusirial, agri-
cultural, transport and other production enterprises and an
cnormous network of trade, culture and scrvice ones. The
national cconomic plan is co-ordinated by working out not
only synthetic (macro-economic) balances like that for the
national economy and the other types outlined above (both
aggregate and functional), but also a very complex systemn
of material balances and plans (in both physical and value
terms) for the distribution of specific resources. Such bal-
ances and the distribution plans drawn up by USSR Gos-
plan now number around two thousand, These halances in-
clude the key lypes of raw and other material, fuel and
encrgy, equipment and componenis.! The volume of this
work is incomparable with that carried out by USSR Gos-
plan before the last war in preparing the Third Five-Year
Plan, when it elaborated only 218 balances for raw and oth-
er materials and fuel, as well as 104 for equipment. The
scope of the work is characterised by more than just the
number of balance calculations a year, however. USSR
Gosplan, in addition to elaborating balances lor every year,
carries out extremely complicaled work on calculating sets
of balances for the five-year period and the long term. A
quantitative idea of this work is provided by the number
of material balances compiled for the Ninth and Tenth
Five-Year plans, as well as for the period up lo 1990 (sce
Table 2).

The overall number of balances and distribulion plans
drawn up by the cntire stale management and planning
system on the level of all-Uniou and republican ministries
and departments is about 40,000, including 13,000 worked
out by the central supply bodies.

One particular feature of national cconomic planning in
the USSR, distinguishing it from economic programming
and partial planning, is that the state plan for the develop-
ment of the national economy embraces the operations of
all the country's enterprises. The state plan includes pro-
vision of all enterprises with raw and other materials, luel,

! The share of outpnt covered by the balances compiled by
USSR Gosplan is 99 per cent for iron and steel, 78 per cent lor
non-ferrous metals, 95 per cenl for oil products, 90 per cent for
chemical and commercial rubber goods, 94 per cent for building
materials and 65 per cent for machinery and equipment (in value
torms).
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energy, the necessary goods, manpower and financial re-
sources. It also includes the establishment of the main
channels for marketing products and the consumer group
for whicli they are intended.

Table 2
1971-75 1976-80 1976-90

Total of balances drawn up 235 232 154

Including:
rolled iron and steel 10 13 6
general metal goods 3 4 4
pipes 20 14 8
non-ferrous metals 12 8 8
raw material for the iron-

and-steel industry 4 4 5
fuel 11 15 10
oil products 14 9 7
oil — 1 1
electricity 1 1 1
thermal energy 1 1 1
chemicals and cowmmercial

rubber goods 32 35 14
timber materials 6 6 6
Eaper 23 21 4
uilding materials 7 7 6
light industry 9 11 11
consumer goods 12 11 10
foodstuffs 14 5 5
ethyl alcohol — 1 1
equipment 56 62 46

Today, Soviet planning and management cover all the
branches of material production (industry, agriculture,
communicalions, transport, and so on), the sphere of cir-
culation and services, education, the development of cul-
ture and science. They embrace all stages in social repro-
duction—production, circulation, distribution and consump-
lion. This creates considerable opportunities for mobilising
the couniry's resources and using them to speed up eco-
nomic development and raise the standard of living. This
all-embracing planning system in the USSR is still being
developed.

Soviet experience of national economic planning shows
that the drawing up of the plan must be preceded by de-
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tailed analysis of the economy’s development for the pre-
plan period, assessment of the current level of development,
the scale of renewable resources, determination of the pos-
sibilities for forecasting existing, new and just emerging
trends in the economy. A comparison of the existing level
and main trends of development with the long-term so-
cio-economic targets makes it possible to determine the spe-
cific goals for the coming plan period. By deciding the or-
der of priority of the various tasks, succession of the indi-
vidual stages in planning and calculations can be determin-
ed. Thus, the planning process depends on the level of de-
velopment of production and social relations, as well as the
nature of the tasks involved in the development of the
ccoromy.

The concepls of the eclaboration of the national economic
plan are:

—planning on the basis of sectoral schemes;

—comprehensive planning:

—~—optimal planning.

[t is the first of these thal is used most widely. The
second concept has been introduced over the last ten years
into the experimental work on preparing the information for
current and medium-term plans, The third concepl is still
being researched, bul application of its individual clements
has already proved advantageous in resolving local prob-
lems.

In the first few years after the 1917 Revolution, Soviet
Russia had, of course, a very low economic potential, which
meant that the cniire complex of tremendous socio-econo-
mic problems could not be resolved simultaneously. These
tasks included achieving economic independence, creating
a modern industrial base for re-equipping all branches and
sectors of the economy, and raising the material and cul-
tural standard of living. Since the standards of living and
culture are primarily a result of material production in gen-
eral, the first of these {asks was regarded not only as the
goal of development plans, but also as a means for solving
the main problems [acing the economy. This meant that
the required resources had to be allocated chielly for the
development of the key economic sectors.

The concept of drawing up national economic plans on
the basis of planning the growth of individual sectors,
and even individual subscctors, came into use in the late
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20s and remained in use right until lhe entire complex of
modern interconncctions between the sectors of lhe So-
viet economy had been created. It took tlie growth in the
volume of production by sector of heavy industry, that is
increments in the production of fuel, metal, elcclricily,
and so on, as the point of departure for calculating the
whole national economic plan. The possible output of such
products was assessed on the basis of the maximum con-
cenlralion of all available resources. Other sectors were
alloited resources to the extent thal they promoted the
growth of heavy industry.

The difficulty of this procedure for national economic
planning was thal, lo determine Lhe scale of production
in the branches of heavy industry, the economy’s demand
for their output must be known, as well as the quantity ol
resources available for the development of all the sectors
supplying heavy industry.

Thus, in order to solve the *‘partial problem”, an over-
all scheme of the plan is required, while this is itself the
final goal of the planning calculations, This contradiction
was overcome in practice by increasing the range of
branclies and sectors covered by the planning calculalions,
making continual adjustments Lo the preliminary drafts
while the initial unbalanced variant of the plan was speci-
fied. To do so, not only were an increasing number of sec-
tors drawn into the calculations, but alse all types of re-
source—material resources, maunpower, financial means,
etc., and their effectiveness was specified.

The results of the calculations allowed planners to de-
termine the balanced volumes of investment, provided
wilh malerial resources and manpower, to co-ordinate the
rise in wages with that in the output of consumer goods
produced by the light and food industries and agri-
culture. Thus, the unified system of the national state
plan determined the scale of production, the volume
of investment, their material and financial provision, the
rise in the people’s nominal and real incomes, and
estimated the efficiency with which all available resources
were used.

This planning scheme included an approach that ensured
fundamental changes in Lhe struclure of the nalional
economy. Even when the obligalory tasks were confined
to specific sectors oe branches of the economy their ful-
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filment exercised a substantial influence on the develop-
went of the economy as a whole.

For example, the first long-term plan (the GOELRO plan),
worked out in the Soviet Union in 1920, was initially
confined to the development of electricity generation and
was meant for a fAfteen-year period. Even this plan, how-
ever, was not considered in isolation from the develop-
menl of the economy. Right from the start, it was taken
as the central point of departuro from which to tackle
other tasks, especially ones connected with the production
ol commodities requiring an expansion of the eclectricity
network, and then a more general plan was drawn up
for the economy as a whole.

These specifics of planning on the basis of sectoral
dralts reflected the possibilities and corresponded to the
tasks ol the period when, first, the Soviet economy’s in-
dustrial base was being established and, then, the econo-
my was being rebuilt after World War 1L

The rapid developmenl of the Soviet national economy
led to the formation of a complctely new economy, in-
comparable with that at the initial period of socialist con-
struction. Now the country has more than 300,000 large
and medium-size enterprises. A highly developed social
economy with over 300 branches and sub-branches of in-
dustry has been created. A huge quantity of consumer
goods produced in the country and a wide range of ser-
vices, from scientific ones to simple repairs, are at the dis-
posal of the Soviet population. All this means that the na-
tional economy cannot he regarded as a one-way system,
in which resources are concentrated in a particular sec-
tor to speed up its growth. The complex system of inter-
connections mnecessitates the co-ordinated development of
all elements of the economy, all aspects of socio-economic
affairs. This means that there is only one approach suited
to the national economy as the subject of planning, and
that is a comprehensive one. Such a complex system as
the modern socialist economy can, in planning, only be
regarded as a unified whole, which predetermines inevi-
table changes in the methods and techniques used in draw-
ing up the national economic plan, considering the in-
creasingly integrated naturc of the economy.

Even during analysis of the results of development and
determination of the tasks involved in further growth, the
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need arises for a comprehensive roview of the develop-
ment prospects for each sector within Lhe framework of
the enlire nalional economy. This was particularly clear
during the formulation of the targets for the development
of Soviet industry during the ninth and tenth five-yecar
periods.

As can be seen from the guidelines of the 24th CI’SU
Congress, the main target for industry during the ninth
five-year plan period consisted in expanding and improv-
ing the industrial base for development of the socialist
cconomy, especially agriculture and related sectors, in rais-
ing the technical level and efficiency of production and
fundamentally improving lhe quality of output. In the
lenth five-year plan period, the main task for industry was
to improve Lhe supply of quality output Lo meet the de-
mand of the economy and Lhe population and to provide
for the technological re-equipment and intensification of
production in all sectors.

This task cannot be carried out successfully without
a further devclopment of industry itself. The foundation
of the counlry’'s cconomic might and the further rise in
the people’s well-being is still heavy industry, which pro-
vides for technological progress, the development of the
entire national cconemy and consolidalion of the Soviet
state’s defence potential.

The development of heavy industry also assumes par-
ticular significancc because, at the current stage, all sec-
tors of the Soviet economy have become more depcndent
on onc another and these interconneclions are most con-
centrated around industry. Industrial production methods
are being increasingly introduced into all sectors of the
nalional economy. The industrialisation process cmbraces
all aspects of life today, hence it is clear that the de-
mand for industrial goods is unlimited. Yet certain specific
tasks still have Lo be taken as the basis for assessing the
demauds on industry al the present stage.

The accomplishment of industrial development implies
that not only induslry, but each economic sector must have
a sufficient quantity of up-lo-date means of produclion
providing for higher labour produclivily. The problem
consists in deciding just what {s a “‘sulficient” quantity of
such means of production and the level to which labour
productivity musl be raised in each sector,
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If the target is the further industrial development of
all sectors, the model for comparison must evidently be
the most industrialised sector of the national economy,
i.c., industry itself. Here, however, the question arises as
to how it is possible to compare the levels of indus-
trial development in different branches of industry, agri-
culture and construction.

In order to find out the extent of a scctor’s industriali-
sation, the quantity of means of production required by
one worker to produce the same amount of output in each
scetor can be compared. TFor this purpose, such indica-
lors as the quantity of output produced, the uational in-
come and the fixed assets-to-worker ratio, for example in
1969 and 1974, are compared.

Assets-to-Worker Ratio and Labour Productivity by Sector
(thousands of roubles per worker in current prices)

Fixed assets | Gross output l‘i;ﬁ},%‘gl

Economic scctor
1969 JO74 | 1969 | 1974 | 1969 | 1974

Tndustry 6.7 | 10.7 1 12.7 { 154 | 4.5 | 5.8
Agriculture 3.5 6.3] 3.7| 5.2 2.1 | 2.8
Construction 2.0 31| 7.0 84| 3.0 3.8

The figures in Lhe table show that, regardless of the in-
crease in the assets-to-worker ratio and the efficiency of
labour during the five-year period, the gap between the lev-
els of these indicators for separale sectors remained vir-
tually unchanged in spite of the substantial growth in
means of labour in agriculture. The most productive work-
ers are those employed in industry, In 1974, cach of these
produced 5,800 ronbles” worth of national income, while
each worker in agriculture produced only 2,800, The as-
sets-Llo-worker ratio in industry is seen to be almost double
that in agriculture,

lach economic sector naturally has its own specifics.
For instance, the data in the table above show that, even
given its lower assets-to-worker ratio, in the building in-
duslry onc worker produces almost 1.4 times more na-
tional income than in agriculture, but productivity is low-
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er Lhan in industry. The building industry’'s belter indi-
cators than those of agriculture are due to the fact that
the work is seasonally adjusted, while agriculture, espe-
cially crop growing, is characterised by its seasonal nature
and great concentration of work during sowing and har-
vesting. This, in particular, determines the need for agri-
culture to be supplied with more of all sorts of imple-
ments, mechanisms and industrial products.

Recent years have seen a substantial increcase in the
amount of equipment available in agriculture, and the pow-
er consumption of the seclor has more than doubled
over the last decade. This period has meant an increase in
the power-to-worker ratio in industry, Loo. As a result,
the gap belwcen these sectors in terms of this ratio has
remained unchanged. One worker in industry is supplied
with twice the amount of power capacity as onc worker
in agriculture.

For agriculture to be brought up to the level of indus-
try in this respect, its fixed assets must be almost doubled,
which would entail a rise in labour productivity and thus
increase agricultural output.

Having decided that agriculture must be supplied with
more cquipment and machinery, it can be cstablished how
many and which machines industry must produce for this
sector. Agriculture’s need for industrial gonds is not con-
fined to this, of course. The intensification of agriculture
is attended by the broad-scale introduction of chemical
fertilisers, large-scale land improvement work, anti-erosion
measures, and so on.

Summing up all agriculture’'s requirements, it can be
decided by how much each industry must increase in ca-
pacity in order to double the level of industrialisation of
agriculture.

The tremendous tasks involved in expanding and im-
proving the industrial base for the development of all the
Soviel cconomy's various sectors show how great the ccon-
omy’s requirements are for industrial output, these aris-
ing from the need, in particular, for a further industrial-
isation of construction work. The figures set out above
indicate that the assets-lo-worker ratio in the building in-
dustry must be raised substantially, as an essenlial con-
dition for an increase in the productivity of labour, the
quality of constrnction, the volume of work carried out
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both Tor industrial projects and lor housing. This is why
the decisions of the 25th Congress of the CPSU concern-
ing the five-year plan for the development of the national
economy of the USSR for 1976 to 1980 envisaged an in-
crease in the building industry’s supply with highly produc-
live machinery and means of transport and the expedient
replacement of outdated earth-moving equipment and pro-
vision of the necessary repair and maintenance base for
this sector.

The fulfilment of the five-year plan’s main task—of
achieving a considerable riso in the Soviet people’s stan-
dard of living—implies an increase in the output of con-
sumer goods produced by group B industries. These in-
clude industrial goods in “pure form”, such as household
equipment, synthetic fabrics, the oulput of the fishing in-
dustry, as well as items produced by processing agricul-
tural raw materials, such as foodstuffs, woollen, cotton and
linen clothing.

The attainment of an accelerated development of group
B industlries is ensurcd, as noted above, by a tremendous
inerease in the quantity of cquipment, instruments and
materials supplied to agricullure, by the crealion of a stable
base for the pmduclmn of thc agricultural raw mate-
rials required for the light and food industries, as well as
substantial capital investment in these branches, All this
makes it possible Lo increase the volume of light and food
industry output, thus providing for a rise in the standard of
living.

The complexily of the interconnections adds complexily
to the claboration of the plan on the basis of sectoral cal-
culations. Therefore, in drawing up a detailed national
economic plan, it is not sufficient simply Lo assess the de-
velopment prospects of only the key heavy industries. In
the initial stages, the main structural correlations and the
growth of the entire national economy must be cslablished
for the coming plan period.

The gencral parameters of the draft plan provide the
basis for detailed plan calculations for sectors and branches
and individual resources on (e territorial and tem-
poral planes. Delailed drafts are drawn up having in mind
specific conditions for implementing the plan, thus making
it possible to assess not only how feasible they are, but
also Lo reveal additional resources and take account
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of the diverse specific conditiovns during Lhe subscquent
tying together of the partial calculations into a single
plan.

The procedure for drawing up the comprehensive plan,
from general indicalors Lo detailed and specific ones, and
then to adjustment of the general indicators on the basis
of these, allows planners to avoid lop-sidedness. Such a
planning procedurce reflects the increased scale of socialist
property and is conditioned by the high degree of interde-
pendence between all parts of the economy. It presumes
that the chiel interconnected contours of the plan are cal-
culated using macro-economic models and balances, while
the scctoral and regional parls are drawn up using scctoral
and territorial models.

On the basis of macro-economic models, comprchensive
planning above all delermines the rise in the volume of
the gross product, the national income, the final product
and their use for mecting productive and non-productive
consumption nceds, for accumulation in order to increase
productive capacily and improve the standard of living and
for the devclopment of the individual member of sociely.
The establishment of a rational correlation in the plan pe-
riod belween accumulalion and consumplion is the most
complex and thie mosl important lask in this synthesising
procedure.

The annual volume of the nalioual income or the final
product is the summary indicator of economic develop-
ment. In the Soviet Union and the other socialist coun-
trics, only material production is regarded as a source of
the national income or Lhe final product.

The plan calculations of the rates of economic develop-
ment are based bolh on ascertaining the influence of each
factor of extended reproduction and on analysing their
joint influcnce, so that three specific methods are com-
bined:

—delermination of the dynamies in the nalional in-
come on the basis of changes in Lthe numbers employed in
material production and the growth in their labour pro-
ductivily;

—calculation of the rates of growth of social produe-
tion on the basis of the increase in fixed productive as-
sets, productive investment and Lhe rise in their elfi-
ciency;
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—delermination ol the national income on the basis of
the increasc in total outlays—assets and living labour,
and changes in their combined efficicney.

The first two methods essentially represent a single-fac-
tor approach and are formulated into a single-factor mod-
el (labour inputs for the first and fixed productive as-
sets for the second), while the third method is a multi-
factor one, with a corresponding multifactor model.

The calculations by the various methods are carried out
in parallel; they intertwine with and specify one another.
The calculations inevitably involve cxtrapolation and tem-
porary hypotheses that are later specified or rejected. One
and the same indicator is determined at different stages
from different angles: from that of the nced to ensure a
given level of some particular indicator and that of the
cconomic possibilities for doing so. As a result of a
gradual approximation, resources and requirements are co-
ordinated.

Detailed macro-economic models in the form of various
modifications of the intersectoral balance make possible
the transilion from summary indicators to sectoral fore-
casts. The amount of delail in the secloral calculations de-
pends on how aggregated the multisectoral macro-cconom-
ic models are.

The plan caleulations of the volume and structure of
production using intersectoral models are based on threc
elements. The first includes macro-economic indicators,
obtained from synthetic calculations, that act as the gen-
cral control characteristics for subsequent detailed calcula-
tions. The second includes indicators of the dynamics of
socicty’s final requirements in the form of indicators of
the final product. The third element is a group of indica-
tors of the tcchnical and economic structure of produc-
tion. This takes the form of coefficients for the inputs of
raw and other materials, fuel, assets and labour per umit
of output.

The general form of the intersectoral model used in fore-
casting and planning work is described by the following

type of equation:
n

Xi(t)= 3 ey (@) X; (0)+ ““ byy (£) K5 X
AR, ) T ),

i=1,2, .0 1=1,2, ...,T,
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where X, () —is the volume of output of scclor i in the
year t of the plan period;

a;;—-is the coefficient of direct expenditure of

the output of the sector i per unit of the
gross product of sector j;

biy(t)—-is the specific capital cxpenditure of the
output of sector i on the increase in a unit
of output of sector j;

r—is the maximum capital invesltment lag
(the period from the beginning of the in-
vestment to the receipt of outpul engen-
dered by il);
kj;--is the share ol capital investment of the
oulpul of sector i for increasing the out-
put of seetor j, r years before the comple-
tion of construction, in the overall volume
of capital investment of the output of sec-
tor ¢ for the increase in the output of sec-
tor f;

Y#(t)—is the fnal product of scctor i in the
year ¢, minus productive capital invest-
ment connecled wilth the expansion of pro-
duction (this model also includes calcula-
tions to determine the additional need for
manpower of various skills).

There are alrcady sufficient data available in the USSR
for individual elements of the general dynamic model of
the intersectoral balance of production and distribution of
output in the economy, as described above.

Between 1963 and 1963, Soviel sectoral research and
design institutes created the world’s first set of coeffi-
cients of direct expenditures of objects of labour, the as-
sets-to-worker ratio and the capital intensity of output.
In these, the results are accumulated of the technical and
cconomic calculations carried out by scctoral institutes on
the development of technology and production techniques
and production organisalion in the near future. The stan-
dard basis of the intersectoral balance embodied the main
trends in technological progress, progressive shifts in the
strueture of raw and other materials, fuel and energy con-
sumed, the main directions in Lhe improvemenl of Lthe pro-
duction apparatus of the national cconomy. The creation
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of this basis made it possible lo carry out variant calcula-
tions for the balance of the production and distribution of
output for 1970. In 1967-68, a number of variants of the
intersecloral balance up to 1975 were worked out. Fur-
thier work in this dircction not only allowed standard in-
dicators to be elaborated for 1980-85 and major amend-
ments made to the structure of intersectoral models,
but also these models to be moulded into an instrument
for continuous forecasting at the pre-plan research stage.
In the initial stages, an aggregale dynamic model of the
balance was used to determine Lhe possible rales and pro-
portions of the economy’s growth over the next five years,
but in subsequent stages, increasingly wide use is made
of a model of the physical and wvalue balance, which is
used for other purposes and not only (o make experimen-
tal calculations. The model of the physical-value balance
makes it possible to tic in the calculations of macro-eco-
nomic indicators and intersectoral proportions with ones
characterising the specific intorsectoral and key intrasec-
toral interconncctions. In its structure, this model is now
the closesl to national economic planning practice, as is
determined by the range covered by the balance, including
the list of key sectors (run by the most important min-
istries), as well as specific types of product. Calculations
of the physical-value balance in gencral were made for
the five-year period for 25 industrial ministries on the lev-
els of 30 scctors and 260 types of industrial and agricul-
tural product. For the long term, such calculations werc
made for a more aggregated list of 130 items. It should
he noted that this model envisages a transition from the
organisational-departmental aspects of planning (which
virtually coincides with planning of the indicators for eco-
nomic sectors) to planning by so-called pure sectors, em-
bracing the output of a specific product throughout the na-
tional economy. All this provides a single estimate of the
interconnecled volumes of the gross and eoimmercial out-
pul. of sectors and the volumes of production and use of
the key types ol resource in physical terms.

The prineiples for consirneting the physieal-valne mod-
el, which are designed to make the plan calculations in
physical and  value indicators correspond to praclice,
determine the speeifics of the physical-value intersectoral
balance model. The equalions of the physical-value balauce
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for the production and distribution of output have the
following form:

n m
Zp = Blauz,-l- RERATEIE o T S TE PN
]= =

’ k h R
j=1

=T

where z; —-is the volume of produced (j) and distributed
(i) product, respectively, in physical terms, for
the full national economic circuit, i, j =1,
2,3,...,m

z%* _is the volume of outpul of product j in Lhe
enterprises of sector k;

zp —is the volume of the gross produet of sec-
tor k;

a;; —is the expenditure of product i on the pro-
duction of a wunit of oulput j for the entire
national economic circuit;

a4, —is the expenditure of product i, not specified
for individual products, per unit of the gross
product of sector k;

a; —is the share of the part ol distributed prod-
uct i, not broken down for specific consum-
ers;

y; —is the value of the final consumption of prod-
uct i;

% —is tho share of the cnterprises of sector % in
the volume of output of product ; for the full
national economic circuit;

u;‘—is the share of the commercial output of
product j in the overall volume of its produe-
tion in the enterprises of sector k;

p% —is the wholesale price of product j, produced
in the enterprises of sector k;

vr —is the share of other output included in the
volume of the gross product of sector k;
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n, m—are the respective quantities of produets
and numbers of sectors included in the phys-
ical-value intergectoral balance.

The indicators obtained from solving the system ol equa-
tions of the physical-value model make it possible to es-
tablish the balanced volumes of the production, distribu-
tion and use of the output of sectors in value terms and
of the key types of product in physical terms. They also
allow planners Lo determine and assess quantitatively the
scales of and trends in the main intersectoral links in Lhe
national economy. The fact that the model includes equa-
Lions describing the use of inveslment resources, fixed as-
sets and manpower substantially expands the possibilities
for its application.

Comprehensive planning of the volume and sectoral
strueture of social production by applying the intersector-
al method is based on caleulalions of the key factors de-
tormining shifts in intersectoral proportions, of changes in
the volume and structure of society’s requirements and of
the trends in technological progress.

The elaboration of the plan intersectoral balance in-
volves drawing up the principles of the production prog-
ramme for all major scctors of production, this constitut-
ing the framework of (he plan and serving as a reference
poinl for detailed calculations on the sectoral and rogion-
al plane. The more points are contained in the intersec-
toral balance, the more detailed will be the indicalors ob-
tained for this comprehensive production programme for
the national economy, which can be determined as control
figures for sectors.

The efficiency of using inlersectoral models in compre-
hensive planning is conditioned by the possibilily of ob-
taining several solutions. This is because different vari-
ants can be calculated for the structure of the final prod-
ucl and different variants assessed, for the development
of the sector’'s production techniques. The latter might be
expressed as technological coefficients of current and cap-
ital oullays in the intersectoral models.

A combination of the dilferent variants of the two groups
of indicators increases the number of possible solu-
tions and allows the best of them to be chosen. It then he-
comes possible to establish not only the interconnection



between the final requirements of society and the structure
and volumes of production, but also to calculate the in-
fluence exerted by lechnological progress on the develop-
ment prospects for production and consumption. This last
factor can ounly be taken into full account in comprehen-
sive plauning, if the plan is drawn up in detail for each
sector and region.

Sectoral drafls based on piultisecloral, macro-economic
calculations make it possible to get round the limited, lo-
cal approach to assessing the ciliciency of the sector's de-
velopment. At the same Llime, this cxpands the opportuni-
ties for independently eclaborating the plan within each
scctor and region. Such a scheme for comprehensive plan-
ning is applied even at Llhe lowesl level—the enterprise,
which can estimate Lhe demand for ils oulput, determine
the possible inflow of resources and investment for ful-
filling the production programme, all on the basis of de-
tailed sectoral drafts.

Al thesc factors explain the attenlior focussed in the
USSR during the ninth and tenth five-yesr plan periods
on improving intersectoral planning. Intersectoral models
(aggregate dynamic models) have become the central fea-
ture now developed by the automated planning systems
(APS) of USSR Gosplan and Lhe state planning bodies of
the Union republics. These models are used to ensure Lhe
interaclion of all the suramary and sectoral subsystems of
the APS. Within the “Master National Economic Plan”
subsystem, not only are the conditions determined for the
[unctioning of the models in their inlerconnection with
the models of the other APS subsystems, but also the in-
formation flows are described specifying interconnections
of input and output data.

Comprehensive planning greatly increasecs the number
of plan varianlts considered and makes them more bal-
anced, but cannot yet solve the final problemns of optimal
economic development.

In accordance with the key provisions of optimal plan-
ning, the national economy musl develop with the most
beneficial proportions and the greatest cificiency. Mean-
while, the indicators of efficiency at all levels must corre-
spond as closely as possible to the single national cconom-
ic optimalily criterion and provide for the selection of Lhe
best development course for the economy, The specific
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ways of co-ordinating local decisions with the goals of na-
tional economic development must take account of the lim-
ited natural, production and labour resources and scien-
lific and technological knowledge. This work must be car-
ried out within the framework of a single centralised
hierarchical management system with precisely defined de-
cision-making levels.

One extremely difficult task Lo bo carried out is to take
combined account for the entire national economy of such
demands as the fulfilment of the key development tasks
in the form of clearly defined goal functions, the inelu-
sion of all the diverse possible ways of attaining the set
goal through a variely of economic and technical options,
as well as consideration of all the main limitations on re-
newable and non-renowable resources.

The elaboration of optimal plaoning methods has, in
practice, developed into the construction of a multistage
sel. of models for optimising the long-term national eco-
nomic plan. This set is based, at the moment, on the mod-
cls of the intersectoral balance that are alrcady in use and
modifications of it in the form of models for intersectoral
optimisation, for optimising the development and location
of production, for optimising interscctoral complexes and
sectors, for foreign trade and the structure of consumer
demand.

The sct of mathematical economic optimal planning mod-
els also includes ones designed for solving local produc-
tion problems, finding the most profitable direction of
freight flows, making rational use of the machine-tool pool,
fuel and raw materials. Such models caunot, however, be
called clements of optimisation of the national economic
plan.

At each level and stage in optimal planning, depending
on the degree of aggregation, a specific description of so-
cial requirements and specific resource indicators are used.
Only modern automated systems for information collec-
tion and mathematical simulation of economic processes
by computer arc capable of elaborating optimal pro-
grammes, The Tenth Five-Year Plan (1976-80) envisaged
the widespread application of mathematical economic meth-
ods, the use of compulers, office equipment and means of
communications. This provided the material base for prac-
tical implementalion of optimal planning.
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The stages in Lthe development of Soviet planning con-
sidered above far from reflect all the complexity of Lhe
historicul course followed by the country in Lhis sphere.
The development of each individual country involves spe-
cific features that influence the formation of planning and
the cfficiency with which it is applied. In analysing the
expericuce of planning in the USSR, it is important to
note its dialectical nature and the use of methods corre-
sponding to Lhe socio-economic tasks and possibilities of
the national economy.

Stages and Methods

in the Elaboration

of Macro-Economic Programmes
in the Capitalist Countries

The interaclion belween a number of factors relating lo
the goals, the conlent and the methods of programming
exerls a substantial influence on the elaboration of
economic development programmes. The specifics of histor-
ical development, the political situation and the organi-
salion of the cconomic services in a particular state must
also be taken into accownl. Even so, il is the goals and
the type of programming that are the most important
among llie multitude of factors deciding the logic applied
in econormie programming.

There are three basic Lypes of economic programming
practised in the capitalist countries: anti-cyclical, partial
stractural, and structural. In Swoeden and Norway the
planning is mainly anti-cyclical; in Holland it is partial
struclural, and in France and Japan—structural planning
is typical.

The time horizon of economic forecasts and programimes
depends on the type of programming.

Short-term programming, usually based on the anli-
cyclical approach, is designed Lo achieve an ovorall eco-
nomie equilibrium and an aclive balance of payments, For
this purpose, traditional, general methods of tax and fi-
nancial policy are used. Fven so, accounl must be taken,
first, of the fact that the “plans™ might reflect detailed
proposals mainly concerning the probable demand for out-
put in various economic sectors; sccond, that the countries
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taking this approach do not automatically have to reject
selective tax and credil mieasures. Such mieasures are uot
usually included in the “plan”, tliough they were initially
employed in accordance with specific criteria for remov-
ing obstacles to the *“smooth functioning of the economy”
or for attaining specific partial goals. There now exists a
complex array of state policy instruments that, in some
way or other, are used as elements of the programme and
analysed within the framecwork of econometric models [or
compiling short-term programines.

The form of partial structural programming developed by
Duatch economists is also used for short-term goals. It is
a derivative of state budget policy. The cconomic programme
in this case is regarded as a method for determining
the policy with respect to the key sectors of the economy
and scrves primarily the goals of maintaining a high leve!
of economic actlivity, The Dulch economists believe that
partial structural programming is also applicable for me-
dium-term “planning”. Thi¢ approach undergoes changes
as the time horizon of the programme ctxends and cvolves
into structural programming.

The provision ol economic growth in the long term is
envisaged in structural programming. This arose in France
in connection with the plans for postwar reconstruction
and is geared to attaining the structural changes, defined
in advance, without which long-lterm economic growth
would be impossible. Such changes, so the supporters of
this sort of programming believe, cannol occur simply on
the basis of the free interplay of markel forces, so struc-
tural programming is required. Here the vole of the state
in controlling the market mechanism increases. It is sup-
posed that structural changes in production and the evo-
lution of the key quantitative correlations in the econemy
can be achieved with the help of new capital investment.
Sclective political measures used to accomplish thesec
changes cannot always, in practice, be dctermined quan-
titatively within the framework of the sectoral models
used in drawing up short- and medium-term “plans”. At
present, alongside structural programming, anti-cyclical
programming is dowcloping in France. At the same time,
in some countries programming is evolved from the anti-
cyclieal to the structural, from the curreat to the medium-
term. In recent years, steps have been taken towards long-
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term programming. Long-term draft “plans” outlining fu-
ture state policy have been drawn up in France for the
period up to 1985, in Austria up to 1980, in Holland up
to the year 2000, in Sweden up to 1980, in Norway up Lo
1940, and in Japan up to 1980. These long-term programmes
arc usually experimental ones. Britain has also done
limited rescarch (forecasts of public spending in connec-
tion with Lhe expected growth in 1980/81), as has Aus-
tria (a “plan™ for the development of educalion and the
cconomy up lo 1980) and Sweden (a forecast of manpower
use for 1960 to 1980, as well as of the development of
iransport and encrgy supplies up to 1985). In the USA,
the Hudson Imstitute has drawn up long-term forecasts up
to the year 2000 and the White House Conference has elab-
orated the prospecls for US economic development up to
1990.

On the basis ol estimates of possible long-term develop-
ment, medium-term programmes arc prepared and stale
cconomic policy decided. Thus, in France the forecasts for
1960 to 1985 played a part in the elaboration of the 1965-
1970 five-year plan. In this, the following problems aris-
ing from cconomic development were considered: gunanti-
talive estimates for 1985, the influence of ecology, man-
agement ol Lhe production apparatus, trends in urban
growlh, the structure of future consumption and the way
of life, lransport, scientific research, cducation, agriculture,
the dynawmics of Lhe growth of stale finances, and so
on. During the preparation of the sixth five-year plan [lor
1971-75, account was taken of the changes (hal might
result from the scientific and technological revolution in
many spheres of Lhe production of goods and services over
the next twenty years; the influence of the world market
on the development of the industrial sector was assessed,
including the impact of changes in techuology, industry,
and the economy as a whole on the qualily of labour and
the mobility of manpower, as well as estimales of the ex-
penditure on the rclocation of manpower. Factors Lhal in-
fluence the way of lile were studied, as were different possible
variants of the content and form of this way of life, in-
cluding such elements as the strncture of consumption,
possible uses of time and forms of social ties.

One piece of research on the prospects for the develop-
ment of individual economic seclors carried oul in DBrit-
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ain considered the main goals requiring public expendi-
tures, i.c., education, public Thealth, road building,
housing, social transfers, as well as investment in nation-
alised scctors. Since the problems studied can only be
resolved given certain quantitative estimates of GNP
growth and a description of its distribution [or final use,
including the volume of private investment and the for-
cign trade balance, this partial research required a transi-
tion to broad macro-economic investigations. Long-term cal-
culations, regardless of their experimental nature, pursuc
specific goals, In Italy, Norway, and Japan, such calcula-
tions help in the preparation of medium- and short-term
statc plans and programmes. In Austria, Britain, France,
Italy, Holland, Norway, Sweden, and Japan, certain legis-
lative measurcs for regulating the economy have been elab-
orated on the basis of ecstimates of future development.
The main task involved in this work in Austria, Italy,
Holland, and Sweden has been to define recommendations
for private companies concerning economic policy. Finally,
such research is also of academic intlerest.

Thus, there is an interconnection between the calculations
and programmes made for different time hovizons. Depend-
ing on the nature of the programming in a particular coun-
try, long-term calculations constitute, as it were, Lthe pivot
for medium- and short-term devclopment programmes. In
anti-cyclical programming, the parameters of long-term re-
search are used to resolve short-term problems. Structural
programming is based on many characteristics of long-term
forecasts, since its purpose is lo create new devclopment
conditions.

Long-term drafts are regarded by state economic organi-
«ations as major documents, though they do not always re-
ceive official state approval. Even in the USA the impor-
tance of long-term forecasis aud draft plans for developing
state policy is recognised, in spite ol the fact that the coun-
iry has no official doctrine or official economic program-
ming bodies. This is evidenced by the statement made by
R. Miller, executive dircctor of the White House Conference
on the Development of the liconomy of the USA up to 1990,
concerning the possibility ol quantitative forecasting of eco-
nomic development and the cconomic growth figurcs that
might serve as a basis for planning f{uture social develop-
ment.
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In the capitalist countries that practise stale program-
ming, no consistent dependence can be established between
long-term forecasts and drafts, and medium-term programmes
and short-term “plans”, like that existing between the
long-term, five-year and annual plans in the socialist coun-
Lries.

At present, owing to the interweaving of the forms of
anti-cyclical and structural programming, the view that pro-
grammes should be built on a pyramidal time basis is gain-
ing increasing recognition: long-term forecasts and drafls
provide the basis for drawing up medium-term programmes,
on which, in turn, short-term ones are based. Yet, since there
are substantial difforences between anti-cyclical and struc-
tural programming and since their targets are diametrically
opposed, implementation of this idea has produced no pre-
cise formalisation of the interconnections between the three
Lime forms of drafts and programmes.

In gpite of the specifics of the economic development in
individual countries and the differences in the forms of
programming, the latter can be divided into three main
stages:

—the collection of preliminary information on the pro-
cesses taking place in the econumy, in individual seclors and
on individual markets;

—-Lthe choice of programme goals (short-, medium- or long-
lerm);

— lransformation of all the collected and processed infor-
malion into a co-ordinated development project.

It must be remembered here that, in the initial period of
its development, programming was greatly influenced by sta-
tistical concepts and was based on national accounts and
Keynesian theories that, together with contemporary meth-
ods of market analysis, later developed into macro-eco-
nomic models. This was stated by the Dutch economist Jan
Tinbergen, and it reveals not only the theoretical, hut also
the informational hasis of programming, which is built on
two supports- -national accounts and direct surveys of firms.

The task undertaken by the compilers of national accounts
is to establish the formal correspondences in the cconomy.
The interest shown in these by hourgeois economists is not
accidental. Tn the capilalist cconomy, the state can influence
social reproduction only iudirectly, mainly by allecting the
formation and distribution of incomes through financial,
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credit and monetary policies. The developmenlt of national ac-
counts allows the correlation to be revealed between produe-
tion and consumption, accumulation and consumption, the
input-output ralio in production, the share of the country’s
foreign trade turnover, the share and forms of capital invest-
ment in the various spheres of the economy, the sources of
this investment, the exchange between the individual sec-
tors of the economy, including intersectoral links, and other
factors aflecting the dynamics and structure of social produc-
Lion.

The exchange concept lies at the base of the compilalion
of national accounts. Accordingly, all activitics are consid-
cred as productive, if their result is realised on the market.
Production is thus interpreted very broadly and is inflated
by the inclusion of various non-productive services. Tn the
French national accounts, production includes the possession
ol real estate and housing, health cstablishments, cultural
and enlertainment premises, ag well as the services of legal
offices and private educational institutions. This results in
an incxact definition of the charactoristics and values of
all categories connected with production (the social product,
the national income) and, consequently, in a distortion of
the true piclure of cconomic inlerconnections.

Recently, individual capitalist conntries have heen attempt-
ing to co-ordinate their national accounty with input-output
tables in order to improve the analytical and practical appli-
cation of national accounts as an instrument of cconomic
analysis and programming. Such a ¢co-ordination allows more
detail to be introduced into individual elements of the
national accounts and, at the same time, the information
contained in them to he used to expand the quadrants of
the table of intersecloral ties. This creates the necessary con-
ditions for co-ordinating the key summary synthetic indi-
cators with the specific economic parameters of individual
sectors. The table of intersectoral lies, reflecting the mate-
rial structure of the economy, can in a sense be regarded
as a further development and improvement of national ac-
counts.

In contrast to national aceounts and tables of intersectoral
lies, providing systemalised and to some extent controlled
economic information for the building of economic program-
ming models, other forms of information are extremely
arbitrary. As a rule, the progratmne is based on two lypes
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of information--national accounts and surveys, as well as
other requesls for cconomic data. The latter cannot, how-
ever, be considered complete or reliable. State bodies ask
firms for data on their output, material outlays, investment,
employment, and so on. This is essentially a formal demand,
for in the capitalist economy the nature of the information
supplied depends completely on the entreprencur. Thus, the
process of sectoral calculations is restricted to those indica-
tors that the sector considers the main ones. Many scctors,
especially those in which small and medium-size enterprises
predominale, do not figure in the investigation at all. Diffi-
culties in consultations with firms arc inevitable. In sectors
consisting of a large number of small firms, it is hard to find
any big enterprises to consult with. Yet, even on the level
of Lthe largest enterprises and leading sectors of industry, the
research and consultation procedure encounters certain diffi-
culties. Enlreprencurs rcap no hencfit from spending their
lime and that of their employees, which costs money, on mak-
ing any serious effort to preparc information on the firm’s in-
tentions, and they prefer to keep information on the affairs
of their enlerprises secercet than to make it available to com-
petitors. The profit motive works against the provision of
information.

On the basis of the economic dala collected from various
sources by the central government services, first the state of
the economy is assessed and the key tasks determined for
the development programme and, second, econometric models
are elaborated for programming purposes.

In the initial programming stages, an overall picture of the
future state of the economy is drawn by extrapolating the
constant characteristics of its interconnections. The data ob-
lained are compared with the set of chosen goals for cco-
nornic growth and the desired structural changes, in order to
decide whether these goals are feasible. Then econometric
methods are used for determining the overall trend in the
state’s economic policy. These methods are employed in
drawing up short-term programmes for maintaining the level
of business activity and medium-lerm ones envisaging
structural changes in the economy.

The preliminary forecasting, choice of goals and policy
variants involve the continuous assessment of Lhe inter-
dependence between the main endogenous (incomes, pro-
duction, expenditure coefficients, investment) and exogenous
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values (population growth, the development of world trade,
the income and price levels in other countries). It is no
casy matter to break down these values in this way, and ol-
ten variables dependent on internal factors are taken as
exogenous, Moreover, the nature of a particular value is
affected by the time horizou of the plan. In short-term pro-
gramming, for instance, planners can get by without taking
account of the close connection between public spending and
the economic and social factors that determine it—popula-
tion growth, the need for invostment, the infrastructure, and
s0 on, while this is impossible in long-term programmes.

In programming economic development, it is primarily
variables connected directly with the so-called gencral wel-
fare that are considered (i.e., target variables—the level and
growth of the GNP, employment, the balance of payments,
and the price level), as well as those that can be controlled
dircctly, so the choice of cconomic policy is often deter-
mined according to estimales of tho quantitative influence
exerted by instrumental variables on these targets. The dif-
ferent policy variants are evaluated, and then tho one most
suited to the attainment ol these goals selected.

The influence of instrnmental variables on the goals and
the guantitative assessment of this influence can be deter-
mined using macro-econotmic models based on summary para-
meters. Proceeding from the thesiy concerning the turnover
and inseparable link between the parls of social production,
these eqnations are combined into a system and then
lransformed. The quality of the model’s parametors is test-
ed from both the statistical angle (the formal reliability of
the parameters) and that of their economic content (tbeir
economic meaning). Then the models arc used for forecast-
ing and making quantitative assessments of economic deci-
sion-making.

The endogenous values (assuming the current policy rve-
mains unchanged) are forecast by substitution iu the equa-
Lions of exogenous variables. The valnes of the controlled
exogonous variables are taken [rom dccisions that have al-
ready beeu made. Exogenous variables for the cconomies of
other conntries or for other economic faclors are estimated
by experts.

There is another, broader approach Lo describing econom-
ie policy. This is the so-called “method of flexible Largets”,
under which quantitative goals are replaced by various defi-

120



nitions of the economic policy tasks. The goal is not ex-
pressed precisely, since the main thing is to find the maximum
preferential index, which is the mean weighted value of sev-
eral target variables. Let us assume that, in the long-term
programme, the policy goals are the per capita consumption
level and the growth rate of investment, or reduction in the
balance-of-payments deficit and the employment level. These
goals are not set quantitatively; the function of these va-
riables is derived and its extreme value sought, taking ac-
count of the constraints on all the corresponding variables.
It is difficult to calculate this coefficient, especially when
a general complex of cconomic reproduction problems is
being assessed. A multitude of goals are considered in this:
attainment of an equilibrium of the balance of payments,
maintenance of au acceptable number of the unemployed,
stabilisation of the price level, wages, an increase in invest-
ment.

Substantial problems are encountered in applying the meth-
od of flexible targets in aggregate macro-cconomic models,
as bourgeois economists themselves admit. Tf the analysis
goes beyond the bounds of the macro-economic variables,
the use of this method takes place during a transition from
the second to the third stage in programming, since it is af,
the third stage that specific problems of economic sectors or
branches of industry are considered in their interconnection,
with the internal and oxternal markets, etc., taken inlo ac-
count.

The two stages in programme compilation outlined above
are carried out mainly by central government bodies. In
France, the work on the initial variant (or, in the French
terminology, the “zero-variant™) begins three years before
the starl of the plan period. The General Commissariat for
Planning estimates the volume of production and invest-
ment, as well as employment in the sectors of the economy,
considers the possibilities for developing foreign trade, traces
the probable dynamics and structure of personal consump-
tion. In Britain, the National Economic Development Coun-
cil determines a series of macro-economic indicators (assum-
ing that the annual GNP growth rate is 4 per cent), includ-
ing such elements of the final produet as personal consump-
tion, investment, cxports, public spending on national
noeds, and so on. Since the British manufacturing industry
is based on imported raw materials, the need for imporls is
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also calculated. On the basis of demographic forecasts, the
possible indicators are estimated for the growth ol labour
productivity, condilioned by the established rate of growth
and Timitations on employment. Roughly the same procedure
is followed in Holland, Belgium, and other countries.

The most complex stage in programming is the third one,
which begins with the initial (zero) draft being sent to var-
tous ministries, banks and other state organisations and,
sometimes, to major companies, the leaders of political par-
ties and trade unions. After this, the centralised and decen-
tralised programming spheres begin to interact. The first of
these accumulales and co-ordinates individual drafts pre-
pared by governuient organisations in reply to the preliminary
outlines of the programme drawn up by the government
planning services. The proposals of ministries are taken into
account and the resull eventually formulated as a description
of the production of goods and services in the form of an
intersectoral balance for the plan period. While the sphere
of centralised work is conditioned, to some extent, by re-
strictive characteristics and tied to technical processes and
economic inlerdependences, the decentralised one is connected
with the interests of non-stale economic units, political par-
lies and organisations, and is geared to “co-ordinaling” the
various private interests of competing monopoly groups, and
to attempts to “attain” a class compromise.

Thus, capitalist programming has been confronted with
a difficult task—that of co-ordinating not only the interac-
tion of multiple economic scetors in the development pro-
gramme, but also the interests of competing groups. More-
over, the work at this stage is arranged in such a way as
lo filter the opinions of progressive organisations and trade
unions through the mesh of the stale economic services
and to find juslification for ignoring most of the demands
and wishes of such organisations. In this the class charac-
ter of programming in the capitalist countries is manifested.

Owing to the lack of correspondence between the interests
of those taking part in drawing up the programmes, this
work drags out into a protracted co-ordination of the key
indicators. Tt is under “planning by co-ordination”™, ! as some

' By wusing this term, bourgeois economists underline the
specific natore of the work involved in drawing up the indicalive
plan which, in their opinion, is the resull of the collective efforts
ol representatives of society’s main social forces: entropreneurs,
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hourgeois economists call it, that the full incompatibility
becomes clear belween Lhe viewpoints of people representing
different, and somelimes hostile groups, any compromise be-
tween them always being enforced and short-lived.

Western economists include many critics who believe thatl
the programming ‘“‘data contained in such plans— from the
overall sizo of the GNP down to individual goods and ser-
vices—must be regarded as the result of various compromises
worked out belween persons collaborating in drawing up Lhe
plan.... All those who feel they have been prejudiced
are, Dbased on past cxperience, inclined to scize
every opporlunily to compensate themsclves by other
means and this must in every case lead to non-fulfilment of
the plan.”!

It is the difficultics encountered in drawing up a detailed
co-ordinale programme, rather than the desire to attain a
high level of cconomic equilibrinm, that gave rise to miltiple
iteration in the programming procedure.

The programme adopted after the many debates cannot
be called final. Pressure from ruling partics and the
government influences the choice of the final variant of the
programme. The illusory democratic nature of the procedure
is obvious, For instance, the fifth French “plan”, discussed in
parliament in September 1964 as the “Rapport sur les
principales options™, was developed further in various sec-
toral and problemn commissions that considered both the na-
ture of the discussion in parliament and the government's
stipulations.

The development of methods for macro-economic pro-
gramming. Changes in methods used for cconomic develop-
ment programming are conditioned by the transition from
anti-cyclical to partial structural medium-termn program-
ming, and then to the medium- and long-term structural pro-
gramming.

The historical and logical substantiation of the govern-
ment programme for economic development hegan with the
determination of macro-economic indicalors. In the initial
stages of state economic regulation, the instroments used for

working people and the state, Such a deseription of capitalist
programmming is based on the widespread (heory of “social pariner-
ship”.

U Intereconnomics. Monthly Review of International Trade and
Development (TTamburg), No. 10, Oclober 1966, p. 21.
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assessing government actions, which were regarded as tem-
porary measures geared lo restoring the disturbed balance
in the cconomy, included various models of overall and par-
tial market equilibrium. The reason for this was that the
state itself was considered as a source of additional demand.

Owing to the random nature of the reproduction process
under capitalism, the search for levers for exerting a prac-
tical influcnce on economic developmeut through regulation
of purely markel relations produced no results. It is extreme-
ly difficult to find an instrument for regulating the pro-
cesses of production in the exchange sphere. Even so, recent
works by bourgeois econometricians have positively appraised
such propositions as division of the national cconomy in-
to production and consumption units, isolation of price {rom
the commodity in physical terms, introduction of constant
production functions in the form of exponditure coefficients,
isolation of means of production and consumer goods from
among the entire mass of products.

Since the models of global and partial cquilibrium did not
produce the desired results, bourgeois economists stepped up
their search for ways to “improve” the capitalist economic
system by influencing the summary indicators through so-
called aggregatc macro-analysis and tho claboration of sin-
gle- and two-seclor macro-cconomic growth models, as well as
factoral analysis and production functions. In contrast to
rescarch into the global equilibrium, the dovclopment of
macro-economic analysis was provided with a solid statisti-
cal base.

In analysis of macro-economic systems by the maximum
possible aggregation of economic totalities, the number of
factors (scrving as the variables of the model) decreases.
This virtually eliminates the problem of determining the
price equilibrium since, in a very aggregate model, there is no
longer any precise dependence between prices aund the vol-
umec of production. The summary characteristics of the repro-
duction process and the interconmection between the most
general paramecters of the national economy are analysed. In
nalional income models, some indicators are put forward as
the argumenl and the others asz its function. For instance,
Keynes' national income mode] divides into Lwo parts: con-
sumption and savings (Y =C+S). In practice, savings are
equated to investment which might be an independent var-
iable and, through the Multiplier, affect Lthe national income.
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These models are only of interost as preconditions for the
development of programming methods. It is worth uoting
that some of their variables are considered as autonomous
clemounts, while others are stimulated ones. Excessive aggre-
gation substantially reduces the possibility of analysing the
specific nature of capitalist reproduction. Thus, the incomes
of opposing classes are brought together in a single summary
indicator. Tn reality, the functional purposes of the incomes
of the working people and of the capitalists differ, and their
movements are antagonistic.

When the indicators are greatly aggregated, the princi-
ples according to which they are combined play a fundamen-
tal role. A summary indicator will he unstable if it is made
up of ones with different functional features, and the data ob-
tained from it will give an imprecise idea of the economy’s
development. In analysis of the growth problems, not only
the combination principles are of significance, butl also « cor-
rect estimation of the bounds within which aggregate models
can be applied. The compilers of the first development pro-
grammes gencrally confined themselves to using aggregate
macro-models for determining strategic variables. Later, such
indicators began Lo be used as limits for the ealculation of
subsequent, more detailed parameters.

In assessing the global characicristics of development,
two fundamental approaches, as already mentioned, can be
pinpointed that correspond to the cssence of the capitalist
economy. The first approach consists in estimating the pos-
sible volume of the production of goods and services on the
basis of available primary production resources. In other
words, the supply of goods and services offered by produc-
ers is evaiuated assuming the possible utilisation of existing
and prospective resources. The second approach to determin-
ing strategic characteristics is to evaluate the prospects for
development from an estimate of changes in the elements
of ovorall demand.

The method of expert estimates and simulation, combining
the two approaches described, constitutes the set of instru-
ments for calculating indicators. The nature ol the tasks con-
fronting programming organisations, the available econom-
ic information, and the qualifications and experience of the
staff of the special programming bodies decide which models
are to be used. Accumulated knowledgo and experience allow
individual programming bodies to apply more complex mod-
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els, but even then many key parameters are simply estimat-
ed by cxperts. This invelves major drawbacks. ixperl esti-
mates are based on the intuition and experience of the ex-
pert, i.e., on both objecetive knowledge and subjective under-
standing. The latter cannot be quantified. The extent Lo
whicl it corresponds to actual trends is not determined. More-
over, new trends in the development of production tech-
niques are only included in aggregale eslimates aftev a consid-
erable delay. They are felt more on the intermediate econom-
ic levels, bul offset one another on the higher level. Anal-
yses of global indicators do not always take account of this
fact, so the experl gets the impression of a sort of stationary
state that does not correspond to actual processes.

The compilation of programmes differs from forecasting
by the lact that models are used even in Lhe initial stages,
models in which the nalure of the impact of instrumental
variables is assessed. Varicties of the Harrod and Domar
models are used Lo investigale the first approximate determi-
nation of future growth:

)

where Y;—is the volume of the national income in the
forecast period;
Y ¢—is the volume of the national income in the hasc
period;
a is the accumulation rate;
k—is the capital coefficient (lthe “capital-output”
ratio).

Calculations of the value of the national income and the
rates of economic growth throagh the accumulation rate and
investment cfficiency, in their simplest form, do not reflect
the aclual interconnections that exercise a substantial in-
fluence on the development process. Such important condi-
tions for the use of investmenl as Lhe effect of the lag in
investmnenl returns, depreciation, the possibility of selecting
capital-intensive (labour-saving) or labour-intensive (capi-
tal-saving) deveclopment variants, ete., are not taken into ac-
counl.

At the stage of macro-economic calculations, the investi-
galions cover mainly Lhe permissible limits to the increase
or decrease in the share of accumulation, given various
scales of aulonomous investment and considering analysis of
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the possiblc government policy with respect to investmend.
First, the sphere of possible solutions with respect to the
share of accumulation is analysed. These are limited, on the
one hand, by the minimum permissible growth rate of con-
sumption, and by the maximum possible increase in the ac-
cumulation fund, real means of production resources and
their potential growth, on the other. It is in the initial stage
that the possible change in the efficiency of investment
is assessed by analysing technological progress as a devel-
opment factor. The quantitalive mecasure of such changes
is obtained beyond the bounds of the simplest single-sector
models.

At the first slage in programming, attempts were made
to make the models more complex. Kor instance, the amount
of deprcciation, which in some counlries is significant, is
taken into account using indicators of the amount of depre-
ciation rates of the fixed capital and the share ol equipmnent
replacement. Different variants are used to calculate the in-
vestment lag. At this stage, this problem is just as important
as the problem of assessing the influence cxerted on devel-
opment by such faclors as labour and technological progress.
The impact of the indicalors of labour and technological
progress is delermined using the Cobb-Douglas production
function, which takes the following gencral form:

V =(l+e)t atkn,

where V—is the volume of production;
a—is the number of workers or quantity of labour
used;
k—is the capital used;
e—is the mean annual growth in efficiency.

The parameters of development with changing correlations
between the amount of labour and capital used and the lev-
el of technology are analysed using macro-economic calcu-
lations and applying a production function.

These parameters are employed to ascertain various cor-
relations between the demand for factors of produclion—Ila-
hour and capital—and their prices, in accordance with the
characteristics of their marginal productivity. In such models,
individual parametcrs are determined differently. Thus, the
supply ol capital depends on both the overall amount of cap-
ital available and the returns per unit ol capital. In turn,
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the influence exercised by lahour and capital on the cconom-
ic growlh rates depends on Lhe growth rates of wages and
incomes, and the limils of these resources. Such calcula-
lions help in assessing the degree of influence eoxerted by
changes in the sharve of accumulation, the growth of efficien-
cy, the population growth and wage rises on employment.
Although the limits on resources differ from country to coun-
try, the rvesultz of experiments with production functions
have shown that an acceleration of population growth usually,
reteris paribus, accompanies a slower acceleration in the
growth rate of production. All this makes it possible to esti-
malte resources from the use angle and to consider, in the
first approximalion, which inslruments of economic policy to
apply in the future: measures geared to changing the demo-
graphic situation (in the bounds of loug-term programmes),
regulation of wages and their minimum level, the attraction
of new investment and tax regulation applied to both labour
and capital, and so on.

One major problem at the given stage in macro-economic
calculations is to take account of lechnical changes in the
coming period. Owing to the difficulties involved in forecast-
ing possible technological shifts on such an aggregale level,
attempls are made Lo present it through other parameters—
various combinations of capital and labour. For Lthis purpose,
the dependencies described by technological feasibility curves
are used. For instance, a description of labour productivity,
conditioned by the capital-to-worker ratio, is one interpreta-
Lion of the technological curve. Economists try to use a
production function to isolate technological progress as an
independent growth factor.

The resulls of isolating a multitude of individual factors
are closer to reality, since this reduces the share of unac-
counted for or poorly revealed factors. Yet the disaggrega-
tion of parameters makes greater demands on the methods
for eslimating the input parameters and characteristics.

The essence of another approach, by elements of demand
on the general paramelers of the development programme,
consists in a sectional study of trends in the demand for the
key components ol total demand. Recently, attempts have
been made to take into account the interests not only of in-
dividual market agents, but also of the government, which
stimulates or restricts the scale of activily, for inslance, in
the sphere of eapital construction.
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A combinalion of time development trends in macro-
systems relating lo consumer demand as a whole, with
stable structural changes in individual demand, predeter-
mines the volume and structure of consumer demand at the
given programiming stage. Here, the interconnection between
the dynamics of incomes, the demand for individual goods
and the degree of saturation (level of stocks) of such goods
are analysed. The scale of income tax in general, and the
tax on personal incomes in particular, not only influences
the size of overall consumer demand, but under the selec-
tive approach taxation can act as an instrument for control-
ling consumer demand and its structure, so this and its scale
are increasingly regarded not only as functions of incomes
from produclion (Lhrough the indicators of the employment
and wage levels), but also, to some extent, as funclions of
the stale’s economic activities, measured by the volume of
financial resources passing through the slate budget.

In recent decades, the bourgeovis state has been making
cfforls to affect cconomie development using multisectoral
analysis. The lransition to elaborating programmes for a
large number of sectors is a result of both the logic of prog-
ramming ilself and the stale’s need to slimulate or limil
the developmont of the key oconomic sectors.

Multisectoral analysis has developed from the theoretical
stage into a sel of applied instruments for capitalist pro-
gramming. This is engendered by the growing state interven-
tion in specific spheres of economic activity. In a number
of instances, the state exercises a direct influence on the de-
velopment of individual sectors of the national economy, es-
pecially industry.

The applied nature of the multisectoral analysis inslru-
ments and the creation of a corresponding statistical base
has made it possible to apply the “input-output” method
for predicting possible fluctuations not only on markets for
the commodities produced and purchased by firms, but also
on those of all kindred goods. The possibility has emerged
for combining partial analysis of supply and demand with
overall economic analysis of the business cycle in the near
and more distant future. When the public sector of the econ-
omy is substantial, there can be no possibility of efficiently
running its aclivities without multisectoral analysis and
programming applied to the turnover of resources in the
capitalist economy on Lhe detailed sectoral plane.
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Multisectoral programmes are built on Lhe basis of mod-
els that constitute dilferent developments of Leontief’s orig-
inal model, known as the input-output model. Leontiel’s
work The Structure of the American Economy 1919-1929,
which came out in 1941, is considered a classic of multi-
scctoral analysis literature. Soviet economists know an earlier
work by him: his review ol the work done by the USSR
Central Statistical Board The Balance of the National Econo-
my of the USSR for 71923/24.* In this he analyses the
first large-scale work by Sovicl statisticians. Leontief noted
that the new featlure distinguishing this balance fundamen-
lally from usual cconomic and statistical rescarch, such as
the American and Drilish censuses, is the facl that it at-
temipted to provide figures not only for production, but also
for the distribulion of the social producl. The aim here was lo
provide an overall picture of the entire reproduction process
in the form of an cconomic table. The Balance of the Na-
tional Economy for 1923/24 was a staggered table of in-
tersectoral flows in the national economy with an analogous
composition of the subject and predicate.

A number of the provisions of this balance were later used
by Leontief in his research into the US cconomy: 1) the
staggered form of the table reflecling the interconnections
belween scctors in the production process (the compilers of
the first Soviet balance called this table a balance shecl of
the national economy); 2) the piupointing of four groups
of commodities playing different roles in the reproduction
process (implements of produclion, raw and other materials,
fuel and consumer goods). It should be noted Lhat research
into investment matrices (virtually included in the Balance
of the National Economy of the USSR for 1923/24) began
much later than the elaboration of input-output tables;
3) the construction of a table of interconnections in the na-
tional economy on the plane of so-called pure scctors (or, as
the compilers of the balance called it, the “logical classifica-
tion prineiple™).

All this prompis Lhe conclusion that Leonlief's rescarch
was based both on the theoretical constructions of bour-
geois econometrics and on the practical calculations made

! Planovoye khozyaistvo, No. 12, 1925, p. 254,

2 The Balance of the National Economy of the USSR for 1923124,
Transactions of the USSR Central Statistical Board, Vol. XIX,
Moscow, 1926 (in Russian).
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by Soviet statislicians. He succeeded in making the balance
an algebraic interpretation of the interconnections in the na-
tional economy, giving it the form of a set of equations.
This allowed him to traco more precisely the scale of the in-
fluence exerted by changes in individual indicators on
the entire system of economic ties. In his initial mod-
el, Leontief defined the demand for each sector's output
as conditioned by the volume of oulput of all other
sectors. Owing to the highly determinate nature of
this model, it produced no interesting results, since
the entirc system was strictly connected lincarly and
an increase (or decrease) in one indicator produced a propor-
tional increasc (or decrease) in all the olhers. Yel even in
this simplified mullisectoral model Lhere were a number of
positive factors. Previously, the concept of the national
product as a sort of variation in the value of the national
income had prevailed in bourgeois theory. In Leontiel's mod-
el the national producl of the country is iulerpreted as the
gross aggregate product, taking account of the turnover of
objects of labour (the intermediate product). This made it
possible to proceed later to estimating the possibility of the
stale cxerting an influence on the production structure
through autonomous indicators. The assumption Lhat prices
did not aflfect the volume ol outpul and the level ol the coef-
ficients and that these latter were stable allowed Leonlief to
isulate Lhe autonomous varviables in the system. Another in-
teresting feature is that the original input-output tables for
the US economy from 1919 to 1929 presented domestic out-
put in the form of labour input, the way it was done in
the 1923/24 Soviet balance.

The facl Lhat it is impossible to exert an influence through
any individual, independent elements, owing to the highly
determined nature of the closed input-outpul model, gave
rise to the open input-output model. This allowed account to
be taken of the specifics of capitalist economic regulation.
The state can influence primarily those clements that consti-
tute final demand in the input-output model: investment, con-
sumption, government purchases. Using such built-in regula-
tors, the state influences the scale and structure of each of
these clemenls. Intersectoral flows are much more difficult
to control by state policy, since they are predetermined by
the extent to which the division of labour is developed and
the trends in technological progress in the various econom-
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ic sectors. Yet both the input-output model and its mul-
tiple variants greatly simplify the actual interconnections
in the economy.

The key element of final demand is consumption, which
accounts for 75 to 90 per cent of the entire final product. The
precise calculation of output volume hinges on the determi-
nation of the size and structure of consumption. Two ap-
proaches to simulating consumer demand are possible. The
first assumes that consumption calculations are predelermin-
ed by the data of a more aggregate model of the national
economy than the input-output model. As a basis for the
calculations, data are taken on the increase in the per ca-

e Y . . . .
pita income —~; using the elasticity coefficient of demand

with respect to income { a; ), the demand for specific items
(ci) is calculated, given the population size.

The elasticity coefficient is worked out in different ways.
For countries with a highly dynamic lovel of incomes, linear
elasticity coefficients are less suitable, since they ignore
changes in this coefficient itself. Graded forms of such coef-
ficients correspond better to the actual dependencies between
the dynamics of the demand for commodities and those of
the income level. The overall size of the demand for a group
ol commodities can be defined as follows:

C Y \% N
i =€t (7\,—) 1
where, in addition to the definitions already given,

Y —is the summed consumer income;

N—is the population;

C; —is the constant eclement in the doscription of the

consumption of group i commodities;

a; —is the indicator of elasticity of demand for com-

modity i depending on income.

Another type of consumer demand simulation is an in-
terconnected calculation of the levels of incomes, the vol-
ume and structure of consumption within the input-output
model. Tts purpose is to minimisc autonomous demand,
which is confined, in the given case, to investment, exports
and public spending. The incomes in cach of the sectors
constitute one element of the expenditure functions (rep-
resented by the data in the columns of the input-output
table). Given a specific consumption rate for each sector
(determined hy the marginal propensity to consume cor-
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responding to the income level), the overall income used
for consumption purposes in all sectors of the economy can
be established on the basis of expenditure functions. The
consumer demand for individual groups of commodities,
which is decided by the income received, can be expressed
in the system through the coefficients of elasticity and the
employment indicators by sector.

The simplest input-output models were the main instru-
ment used for elaborating the British National Plan for
1970. The British oxperience of national programming
was an cxample of the practical use of this type of model.
Application of the intersectoral method came down to the
mutual adjustment and co-ordination of independent esti-
mates of output and material inputs prepared in individu-
al sectors up to 1970. According to the British cconomists,
they could not achicve an ideal sequence in elaborating
the plan model of the intersectoral balance. Part of the
blame for this was laid on the scctoral services, which did
not always keep to the provisions and figures prepared by
the ceutral programming body. The lack of any formal
scheme for comparing the answers received from the sec-
tors and of methods for converting them into the required
parameters also had a detrimental efiect.

Sinco input-output estimates are based almost ontirely on
extrapolation of past trends in the technological coelficients
and clements of final demand, sectors were encouraged to
carry out research in order to produce their own ostimates.

Improvement of the calculation methods on the basis of
the simplified (open) input-outpul model presupposes a
cut in the anumber of exogenous parameters, ahove all in-
vestment. Tho main form of such models, which are
called dynamic ones, was worked out almost simultaneously
by Leontief, Holley, Hawkins, and Georgescu-Roegen, and
these are used in practice in capitalist programming. They
differ from static input-output models in that they make in-
vostment flows (or the increment in fixed assets) a func-
tion of changes in the scale of production and, in the final
analysis, of the volume and structure of the final product.
Dynamic models assume constant capital and current ex-
penditure coefficients. This is a very arbitrary assumption,
since the paramcters describing the structure of invest-
ment distribution are the mosl mobile of all the model's
clements. The structure of the intersectoral distribution of
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investment predetermines the lrends in technological pro-
gress, which must be taken into account in analysing the
problems involved in reproduction. This type of multisec-
toral model casts a doubl on a number of the fundamental
provisions accepted originally, notably: the constant
technology behind the constant expenditure coefficients,
the nature of the technical processes not permitting any
substitution or choice. This latter is often formulated as
the condition that oach sector in the input-output model
specialises in the production of only one type of output
and each individual type of output is produced by only
one sector. In the transition to models that better reflect
the real economic processes such constraints are removed.
Thus, in a differentiated consideration of the ways of mak-
ing investment, the assumptions noted lose their significan-
ce. The traditional precondition of input-output models,
that one factor of production—manpower—is limited, also
disappears. Since solution of Lhe system of differential
equations presumes the presence of all the initial conditions,
and not only the struclural coefficients a:; and b:; . limils
are set on all types of productive resources in Lhe model.
All this testifies that there {s a wide gap botween the ini-
tial assumplions of the static and dynamic models. The
introduclion of new conditions inlo dynamic models with
a large number of sectors necessitates application of a more
complex mathematical apparatus.

The use of dynamic mullisectoral models in elaborating
national economic development programmes in lhe capital-
ist countries has shown the limited nature of conslrue-
tions of this type. This is due to the general principled
approach, inherent in all bourgeois cconomiics, to analysis
of the development and to compilation of the programme,
the altempt to explain a complex process by analysing a
limited number of assumptions. Initially, attempts were
made Lo apply non-complex dynamic models for program-
ming the ecnlire reproduction process. On the assumption
that the technological coefficients ai; and the capital coef-
ficients h;; arc constant, only simple balanced growth in
the framework of the tolal of scctors and braunches in-
cluded in the model can be analysed. If a;; and b,;; are
taken ag variables, the picture obtained might show a dispro-
portionate structure with resources not used to the full.
In both cases, the given variety of model does not provide
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a positive solution to the problem of achieving a stable
price system. The drawbacks include the fact that, in
drawing up a programme using such models, a single type
of production process is assumed for ecach sector, an un-
changing level of specialisation, a Iimited possibility of
including the cffect of the substitution of production fac-
tors, and a coincidence of the concepts “economic™ and
“pure” sectors.

The practical difficulties encountered in applying such
models raised the need for a transition to forms of eco-
nomic development simulalion more suited to the demands
of programming. The modification and sophistication of
multisectoral draft programmes led to new characleristics
and dependencies (production functions, functions for cap-
ital-forming sectors, dependencies belween prices, outpul,
incomes and technological coefficients) being introduced
into the input-output model. The increased complexity of
the dynamic model was geared to determining the influ-
ence exerted by government measures in the formation of
the structure of productlion, inveslment, prices and incomes
on the aclivities of individual economic units. Thus, the
methodology of multisectoral programming began to go
over from gencral assessment of the results of government
decisions Lo specific analysiy of actual practical measures,
from their impact on the economy as a whole to ascertain-
ing the consequences of this policy in each economic
sector.

The limited possibility of considering reproduction prob-
lems in the framework of any particular model gave rise
to the mneed for using a complex of models. Initially,
the application of various models for drafting program-
mes involved the paramecters of the more aggregate types
of model serving as general constraints on the calcu-
lation of indicators in the disaggregated models. The fur-
ther development of the methods of macro-cconomic pro-
gramming led to the formulation of a system of intercon-
nected models.

The set of programming models has evolved in two main
directions. The first is the construction of models describ-
ing various economic processes- the interaciion of tech-
nical and economic aspecls in the course of reproduction
(including a detailed description of the actual production
process, with clements of the selection of technical means,
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as well as distribution, exchange and consumption). The
purpose of such models is to picture the dynamics of the
national economy in the form of national accounts. An
example of such a system of models is the Cambridge me-
dium-term model used for working out the Labour Govern-
ment’s National Plan for 1965-70.

This describes a large number of interconnections in
the economy and, at the samc time, allows various possible
external conditions to be taken into account. The system of
block matrices in the Cambridge model cnsures that the
indicators are successive and quantifiable, The indicators
of the model are co-ordinated by applying the basic prin-
ciple of connections between balances that is used in na-
tional accounts—that of connections ‘‘by structure”. This
makes it possible for the block matrices to reflect the move-
ment of the material, financial and value flows and pro-
vide for the transition from production to incomes, from
incomes to consumption and accnmulation, and from ae-
cumulation to labour and production. The results of the
calculations according to the model are presented in the
form of a block matrix—an integrated balance table de-
scribing the physical and value equilibrium in the economy.

The Cambridge model has cortain advantages over the
simplest ones, in which accumulation of fixed assets, cir-
culating assets, stocks and reserves is represented for each
element by a single column. This system provided infor-
mation on sectors producing the output that made up the
clements of this column, but did not deseribe ils distribu-
tion between consumer sectors. The Cambridge model en-
visages both matrices describing flows of productive and
non-productive investment, and matrices of productive
stocks. Of particular interest is the model’s system of
investment matrices, reflocting the future physical and
value turnover of investment goods in Britain, including
consumer durables. The system identifies sectoral de-
mands for investment in replacing wear and tear
and expanding production, as well as investmenl {o
be swallowed up by the non-productive sphere. Also
specially isolated is the summary capital account of
so-called social sectors. this making it possible to reveal
both their overall requirements for investment, and those
of the individual sectors. The tasks of the Cambridge
model as an economic growth model dictate the need for
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a detailed elaboration of matrices for the flows of capital
(almost half the calculations of the block matrix).

In the original variant of the Cambridge model, like
in the simple intersectoral model, there were no data on
labour expenditures on the sectoral plane. The total amount
of labour was taken as given; its distribution by sector
by means of the so-called labour distributor took place
oulside the model, as a result of which a system of vari-
ables was obtained reflecting the “structure of the resources
of labour”. As the Cambridge model was developed, more
detail was added to the matrix of labour resources, the
essence of which is {o determine the correlation betwecn
the supply and demand not for labour in general, but for
labour differentiated in qualification and professional terms.

The schemc of calculations for the Cambridge model
was built on a principle common to all programmes—the
isolation of sectors that lake decisions (therc are six such
seclors in the model) and the establishment of limits to
the impact of these sectors’ policies. 1t is difficnlt to trace
this effect, this being conditioned by the form in which the
multiple links in the blocks of complex multisectoral mod-
¢ls are reflected.

Multistage calculations constitute the second direction in
which the methods for elaborating programmes are being
made more sophisticated. In practice, this description of
the development of the econmomy is achieved using a sys-
tem of interconnected models and submodels aggregated
to different degrees.

Muitistage constructions are one way in which program-
ming methods are being developed during the extensive
expansion of the application of multisectoral models. In
French programming practice, too, the multisectoral level
is tending to expand extensively. Detailed calculations are
carried out using a system of submodels based on national
accounts’ information, which includes a demographic mod-
el for determining the employvment level and the demand
for manpower; a model for calculating personal consump-
tion and consumption in the productive sphere; invest-
ment in the mon-productive sphere, including in housing
construction; invesiment and stocks in the productive
sphere, the volnme and struciure of exports and imports. The
various aspects of socio-cconomic development are being
drawn into Lhe splere of analysis and caleculation on one
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level, as it were. In order to avoid Lhis limitation, in ad-
dition to the horizontal expansion of the system of calcu-
lations, a vertical scheme is formed. This takes the shape
of a pyramid, i.c., each successive stage in the calcula-
tions has a broader base, and the further it is from the
summit, the more delailed the description it gives of the
future state of the economy.

For medium-term programming, a consolidated model of
physical equilibrium is uged in the form of a system of in-
tersectoral models with varying degrees of detail. The cal-
culations arc carried oul in base prices. The initial cal-
culations of the growth rate and structure of the cconomy
are made from a three- or four-sector model (agricullure,
industry, trade and services), making it possible te fore-
cast more specifically the level and rate of economic de-
velopment by determining the inerement in social produe-
tion, taking account of the expenditure of manpower and
investment. At this stage, the calculations arc made from
an over-aggregated standard base. This explains why the
intereonnceted caleulation of the combined impact of sev-
eral factors on the structure of the cconomy, using the
aggregate interscctoral balance and production funclion,
nowhere near solves the set problem. At the same time, the
first model uses primarily constant coefficients of direct
inputs, while the seccond uses unchanging capital cocifi-
cienls. Then more detailed calculations are made of the
physical equilibrimm by sector, applying a system of sub-
models based on national accounts. Since Lhe calculations
are made in base prices, the interconnections and correla-
tious characteristic of the past period are automatically car-
ried over inlo Lhe intersectoral forecast model. As the trends
in supply and demand for cach product differ at different
times, owing lo price changes, these interconneclions car-
ried over automatically into the intersecloral forecast model
do not correspond to the new physical volume correlations
established in it.

In French programming practice, a financial equilibrium
model is applied for caleculaling the so-called financial, or
value cquilibrium, the goal of which is to bring the phys-
ical equilibrium calculated for the future into line with
the system of prices and incomes changing under the im-
pact of fulure supply and demand. The financial equilib-
rium model includes a system ol submodels for caleculating
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the structure ol incomes and the state of financial indeb(-
edness in all public sectors, including so-called real ones.
The submodels are used for finding the structure of incomes
required for financing the volume and the structure of the
final demand calculated for the physical equilibrium mod-
el. The state attaches particular importance 1o financial
instruments, for it is these that, in practice, redistribute
material resources.

The successive adaplation of physical and financial char-
acteristics should lead to a balance in the ecconomy as a
whole. The indicalors worked out from the physical
equilibrium model are reviewed 1o this end. All calculalions
lead to the construction of sunmnary tables for the fu-
ture—both cconemic and financial—which are regarded as
the key documents of the programme.

The procedure by which French programmes arve drawn
up is as follows. First, the possible growth of the final prod-
uct for the maximum foresccable future (up to 20 years)
is ostablished with the help of the model for selecling pos-
sible growth rales. Then the same thing is done for three
sectors in constant prices. Then again, variable prices are
introduced and the key financial agents pinpointed.

The second and third levels in the caleulations consli-
tute a more disaggregated economic system. The catego-
ries of resources and groups of economic units and financi-
al operalions are all more differentiated. At the third level,
the calculations are carried out for the most detailed
list of cconomic sectors, with the same differentiation of the
programme's regional breakdown as in the sccond level.

The system of calculations for the Japanese national
econontic development “plan™ is another variety of multi-
level technique for elaborating macro-economic programmes.
The system functioned on the basis of economic models
with precisely formulated instrumental and target vari-
ables: the first long-term (up to 1983), the second long-
term for a shorter peried (up to 1975), the medium-term
(up to 1968), interscctoral and unified model. It also
takes a stricler cconomic approach to assessing the struc-
tural parameters and control mechanism of the intercon-
nections between Lthe long-term and medium-term models,
sectoral and national economie ones, This system of mod-
cls was first used in the elaboration of the Intermediate
Plan for the Economic Development of Japan for 1964-68.
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The firsl two models were based on long-term annual sta-
tistical series from 1906 to 1960, while the medium-term
macro-model used half-yearly statistical series from 1950
to 1962. The long-term and medium-term models are mu-
tually complementary, since the former deal with the pol-
icy for the growth of produclive capacity in the long term,
while the latter deal with stabilisation policy with respect
Lo demand Jor a short period.

The medium-term macro-model includes 24 structural
and 19 balance equations and is based on statistical data
for 1953-62, measured at six-month intervals. Since the
model contains many non-linear equations, because of the
purely mechanical difficulties involved in the calculations
of the model as a whole, three blocks are isolated in it.
In the first block, a linear system of equations provides
the basis for determining real gross expenditures and their
components, represented by such variables as the volume
of the national income in the previous period, [oreign trade
and public spending in the current period. The second
block, characterising the dynamics of prices, wages, em-
ployment, and so on, is described by non-lincar cquations.
The third block determines the level of the distributed
income in current prices.

The medium-term macro-model is directly connected with
the intersectoral onc through aggregate final demand. Its
purpose is to estimate the final demand, disaggregated [or
60 sectors of production, imports and capital in 1968.
This is done on the basis of aggregate estimates of out-
lay obtained from the medium-term macro-model, and anal-
ysis of the resalts in comparison with the indices of indus-
trial production, imports, the numbers employed and gross
private investment planned in the macro-model on the
sectoral basis. Thus, the relability of both models is
tested.

In addition to the elaboration of long-term macro-models
for 1975 and 1985, and medinom-lerm and intersectoral mod-
cls for 1968, attempts were made to synthesise them. The
resulting combined model was designed to test the inter-
connection between the parameters obtained from the ag-
gregate and sectoral draflts, based on the medium-term mac-
ro-model and Lhe intersectoral model for 1968. Besides,
the model was called on to establish Lhe interconnection
between the aggregate effect of demand, as determined
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with the help of the medium-term macro-model, and the
aggregate productive capacity obtained from the long-term
model through Lhe price and wage mechanism.

The models used in capitalist programming rellect pri-
marily the historically determined stage in the develop-
ment of econometrics—the bourgeois economic science for
studying the complex interconnections in the development
of modern production, productive forces in general and, at
the same tfime, serving the capitalist form in which these
productive forces are used.

Macro-Economie Planning
and Programming Methods
in the Developing Countries

The problem of the methodological principles behind
planning is no abstract scientific one for the devcloping
countries. It is part of a major practical problem--that of
eliminating economic backwardness as soon as possible.
More effective planning means, ceteris paribus, more rapid
socio-economic progress. Hence the considerable attention
focussed on the methodological aspects of planning, both
in the developing countries themselves and in various in-
ternational organisations dealing with the problems of
economic development.

The initial general outlines of the methodology and meth-
ods used for elaborating plans and programmes werc adopt-
ed by the developing countries from the developed capi-
talist ones in the form of forecasting methods. All sub-
sequent advances in this sphere constitute a complex en-
forced adaptation of the methods used to the specific con-
ditions and requirements of the developing economies, giv-
en a growing interest in the principles and methods of
socialist planning.

The diversity of development levels, local conditions, and
socio-economic peculiarities of the newly-free countries de-
cide the extent to which the plans cover the various sec-
tors of the economy and the different types of planning
methods. The political situation in the country, the influ-
ence exerted by external faclors, especially fluctuations on
the world capitalist market, determine not only the plan’s
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goals and how feasible they are, but also the possibility
of implementing il.

The economy of any country develops according to ob-
jective laws and has inhcrent development goals. In the
newly-free countries, the goals of government economic
policy or of plans and programmes for economic develop-
menl are:

—a rapid increase in the per capita income;

—a high employment level;

-relatively stable prices;
‘balance-of-payments equilibrium;
—climination of inequality in the income distribulion;
removal of the sharp differences in the well-being and
development of individual regions of the country;:
the creation ol a comprehensively developed economy.

In this it is stressed that the main goal is the first one
the rapid per capita income risc.

Nothing can be said against such an “all-embracing™ rec-
ommendatory list of economic development goals, but cer-
tain comments should be made. Fivst, let s note that the rise
in the per capila national income cannot, evidently, be the
general goal of an economy that gives preference to private
enterprise, [or the incentive to this is the creaming off of
maximum profits. Consequently, a very difficult task is
set for government economic policy in regulating Lhe de-
velopment of the private seclor: that of creating condilions
that allow maximum profit for private cnlrepreneurs as
well as for maximum nalional income. Yot, as the practice
of the capitalist countrics’ development has shown, these
conditions arc far from identical; in fact, they are funda-
mentally contradictory.

It is important to note a dynamic aspect of the prob-
lem nf national income growth rates. A maximum growth
of the national income can, undoubtedly, be achieved in
a short lime (3 Lo 4 years, for instance), primarily through
the development of agriculture and industry producing con-
sumer goods. This is connecled with the higher share of
incomes and the reduced investment lag in these scctors.
In other words, maximum national income growth and
cconomic industrialisation, especially the development of
heavy industry, might prove contradiclory goals, bul this
contradiction disappears if cconomic development iz con-
sidered over a longer time period. This applies fully to the
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problem of maximising the growth rate of consumption,
too. In solving this, it must always be remembered that
there is a specific correlation belween productive accumu-
Jation and consumption in Lhe national income, Thus, while
setting the goal of economic development as the attain-
ment, by a certain date, a specific rise in the per capita
national income, the plan muslt create the necessary con-
ditions for a growth of the national income beyond the plan
period, too. This means that the policy of industrialisation,
cspecially the development of heavy industry, meets the vi-
tal demands of the newly-free countries’ economic develop-
nient, for it is the basis for a high and stable growth rate
of the cconomy and the slandard of living and ensures the
counlry’s cconomic independence. Al the same time, it
should be wunderlined, in particular, that Lhe development
of local heavy industry must be carried out within econom-
ically justified limits, as delermined by the availability
of the necessary natural rosources, skilled personnel, and
the country’s role in the inlernational division of labour.

The Polish economist Kalecki, who was cconomic consul-
tant to a number of developing countries, considers thal,
in drawing up the plan, the couniry must try to cnsure
that the national income growth does not reduce currcnt
consumption or existing productive capacity; that invest-
ments are utilised effectively; thal the share of non-pro-
duclive accumulation and reserves suffice for the develop-
ment of the non-productive sphere; that foreign credits
are not excessive; that the foreign trade balance and the
balance of manpower are laken into accounl in the best
possible way.

The elaboration of the plan raises the problem of co-or-
dinating the goals of development and the overall balance
of all its indicalors. This is impertant, for there is some-
times a tendency to distort the meaning and tasks of in-
dustrialisation. A rapid growth of individual sectors is
occasionally regarded as a symbol of economic and techno-
logical progress, thougl, in practice, it may reduce tlie over-
all efficiecncy of production. Industrialisation of the coun-
try is carried out nol for the sake of industrialisation it-
self. It is a means to an end arising from the long-lerm
plan. The development of individual sectors of the nation-
al cconomy and branches of industry must take place in
accordance with the overall tasks of developing produclion
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and consumption, Lhe latter beiug expressed in the nalion-
al income growth.

Do high national income growth rates and rapid indus-
trialisation always meet the interests of the peoples of
these countries? Given the current international division
of labour, the multinational corporations try to establish
economic structures that, while maintaining the system of
unequal exchange, will provide the monopolies with cheap
manpower for the developmenl of exporl production. De-
velopment that suits the foreign monopolies does not lead
to an expansion of the internal sizable market. The mar-
ket for luxuries grows rapidly, however, as a result of
the high incomes received by the owners of exports plants.

The documents of the UN Economic Commission for
Africa, which were prepared for the 6th conference of
the continent’s planners, noted that the recent development
of many nowly-free African countries had shown Lhat re-
liance on economic growth as such was pointless.

These consideralions allow a sober assessment of the
purely quantilative indicalors of deveclopment and also testi-
fy to the need for analysis of development goals from the
angle of individual classes and population groups, i.e., in
the interests of which classes and alL whose expense the
economic development is to take place.

Once this problem directly connected with the goals of
economic development is solved, the elaboration of the
programme begins. In order to determine the rale of growth
of the economy as a whole, usually macro-economic models
are used that are expressed in terms of such synthetic eco-
nomic indicators as the national income (net national prod-
uct), investment, savings, consumption and employment.
In such models, attempts are made to show with which
factors the planning bodies can influence the rate of eco-
nomic development. The first of thesc is the savings rale
in the national income, and savings are, moreover, as-
sumed Lo be oqual Lo investments.

In considering the model of the economy, consisting
of industrial and agricultural sectors, it is often claimed
that countries with a currently high per capita income
level achieved this as a result of a dual shift in the struc-
ture of employment: first, an increase in the share of em-
ployment in the industrial sector and, second, a change in
the struclnre of employment in agriculture in [avour of
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large-scale mechanised commercial units. This may be
regarded as a recommendation to the developing countries
that they industrialise and develop a large-scale indus-
trial agriculture. Both provide the foundations for a rise
in labour productivity—the decisive criterion of the level
of a country’s economic development. History has shown
that the creation of a large-scale commercial, highly pro-
ductive agriculture is only possible in two directions: the
creation of a large-scale capitalist agriculture and the crea-
lion of a large-scale agriculture based on the voluntary
joining together of small peasant economies into co-opera-
tives. The first way, as history has also taught us, is insep-
arably linked with mass unemployment and the impov-
erishment of broad sections of the toiling peasantly. The
second, however, meets the vital interests of the newly-
free countries’ economic development, for it involves a rise
in the peasanls’ living standards, which is the direction
taken to some degree or other by such countries as India,
Algeria, and Burma. In two-sectoral models, this important
question is bypassed and only the formal aspects of the
building of the model are ¢onsidered.

Auother important problem that the planning bodies in
the developing countries have to solve is that of the cor-
relation between foreign trade and local production. The
underdeveloped countries have always played the role of
the agrarian and raw material appendages of the imperialist
states, which did everything they could to hold back the
development of local heavy industry, seeing this as a threat
to their economic dominion. Now the lop-sided mnature
of the nowly-free countries’ economic development makes
them greatly dependent on the world capitalist market,
though they are relying more and more on the help of
the socialist countries in their economic development.

Any country must, in determining the goals of its eco-
nomic development, establish the extent to which the var-
ious requirements can be met by imports and what part
of output should be exported. In this context, the extremely
difficult problem arises of defining the efficiency of foreign
trade. A solution to this problem presumes a choice of
which products to import and export and in what quantities.

In methodological material relating to the problems in-
volved in claborating economic programmes in the newly-
free countries, two possible ways are indicated:
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—from the aggregate level considered above to the mul-
tisectoral and sectoral one, and then to product and project
analysis with adjustment and co-ordination in stages;

—the pooling of individual projects in a sectoral (includ-
ing industrial) and, if possible, a national programme,

In the majority of developing countries, however, the
idea of drawing up comprehensive plans has got no fur-
ther than macro-cconomic planning outlines on the basis
of the simplest Weslern econometric models. The calcu-
lations made from these require a whole series of condi-
tions and assumptions, the main one being stability of
mosl economic parameters. If such macro-cconomic fore-
casls are not co-ordinated with detailed drafts, at least on
the sectoral level, Lhere is very little possibility of them
being realised.

At their 6th conference, the African planners noted that
previous approaches to planning, which emphasised the
particular importance of aggregate cconomic growth mod-
els and left oul key details, could not provide for the all-
round and Jair development of nations and regions. “Ap-
plications of Unified Approach Lo Development Analysis
and Planning under African Conditions” stresses the
need for “diagnosis” as the basis of planning and
notes the importance of including more detailed indi-
cators on such issues as the services that might be enjoyed
by the poverty-stricken majority, regional developmenl
and participation by local authorities schemes for the de-
velopment of rural localities, and so on. In a certain sense,
the construction of the plan by combining realistic proj-
ects into a single programme al the initial stages is evi-
denlly of more use than macro-cconomic calculations de-
scribing only the most general economic development
trends.

Usually the first stage of initial planning is diagnosis
and forccasting, including analysis of existing develop-
ment trends, the influence of external and internal factors,
macro-economic calculations of the growth rate of the na-
tional income, exports, consumption, investment, imports,
the influence of these calculations on the balance of pay-
ments, and co-ordination of preliminary calculations in
the macro-economic model of the plan. The basis for these
asscssments is provided by the system of national ac-
counts. Balance models of the national accounts type, giv-
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ing a picturc of the dynamics and interconnections be-
{tween macro-economic values, are used quite often in plan-
ning in the developing countries. Also employed as cle-
ments of technological planning in the initial stages are
production functions, Feldman-Harrod-Domar type models
and interscctoral input-output models.

The desire of the developing countries to raisc the effec-
tiveness of their planning and achieve a higher degree of
reliability and balance in their plaus has aroused the inter-
est of the planning services in the methodological aspects
of planning, and in mathemalical economic ones in par-
ticular.

It is indicative thal many countries have carried out con-
siderable work on compiling intersecloral input-output ta-
bles. The planning commissions of many developing coun-
tries include special sections dealing wilh Lthe compilation
of intersectoral models and their application for various
purposes.

The simulation of social phenomena is a new and effecti-
ve inslrumenl of cognition. Economic simulation is applied
nol Lo the entire complex of cconomic relalions, but only Lo
a parlicular range of cconontiic processes. Malhemnalical eco-
nowic models are built according to the principle: input
(expenditures, resources)-output (results, producl). These
models have not been built specially for tho developing
countries, but taken straight {rom the Llhecory and practice
of capitalist programining, and are mot applicable to the
conditions existing in the developing economies.

At what planning stages can mathematical economic
methods be employed? A stage-by-stage scheme of the plan-
ning process in the developing countries at the present
time looks like this:

1. The sctting of development goals by the leading po-
litical establishments.

2. The claboration of Lhe draft plan by the state plan-
ning bodies.

3. Discussion of the draft plan and the inlroduction of
amendments.

4. Discussion by the planning bodies of the final variants
of the plan.

5. The organisation of supervision over fulfilment of the
plan.

This scheme shows thal the use of mathematical eco-
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nomic models is possible at the second stage, for assossing
the development prospects over the next two or three me-
dium-term plan periods (forecasting) aund for drawing up
an outline of the plan, using macro-economic, multisector-
al and sectoral models, and also at the fourth stage, for
testing that the final variant of the plan is balanced.

India’s second five-year plan, for instance, depended
largely on a model built by the Indian cconomist P. C. Ma-
halanobis. 1t is an independent variant of the Feldman-
Harrod-Domar model, and, despite its obvious shortcomings
--abstraction from certain aspects of social reproduc-
tion—it is used in various modificalions in many develop-
ing countries. This is because at presoent it is a very use-
ful instrument for building the framework of the plan for
determining the rates and main proportions of develop-
ment. In a number of published researches, the model has
been enriched with new dependencies and variables.

For instance, the “short-term planning model” by anoth-
er Indian economist, N. Narasimhan, consists of 18 equa-
tions obtained by linear regression and 30 variables. In
coutrast to Mahalanobis, Narasimhan introduced demand,
incomes, prices, foreign trade and a number of other major
parameters  into the model. A  well-known economist
A. Khan proposed a very similar model for the third
five-year plan of his country.

In using only macro-models, the elaboration of the plan
is confined to the calculation of global indicators. More-
over, if the planning procedure rests on only macro-models,
without other analytical methods, such as sectoral calcula-
tions and the .intersectoral balance, the plan may contain
serious miscalculations. Thisg is because, in a highly heter-
ogeneous economy, including both modern and cottage in-
dustries, the application of highly aggregated parameters
involves the danger of employing average indicators for
processes that arc different in nature and sometimes in
direction. Another drawback of such a plan is that is gives
no answer to a whole number of important gquestions
conneeled with the balanced distribution of investment be-
tween sectors. Thus, today the model of the intersectoral
balance is an essential instrument of planning. Interscctor-
al input-output tables are drawn up in virtually all coun-
tries. The first 1o base their programmes on thesc were Ar-
genlina, Colombia, and Peru.
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Al the ond of the 50s in Argentina, an intersecloral bal-
ance was used in drawing up a development programme for
the economy for 41962 and 1967. To calculate the
future level of production, the requirements of the seclors
of the Argentinian economy for production resources and
imports, a 200-product intersectoral balance for 1953 and
slatic intersectoral models for 23 and 12 sectors built on
it were used for balancing the programme for the develop-
ment of individual sectors.

The work carried out in various countries on applying
intersectoral models varies in quality, scale and degree of
inlerconnecltion with planming practice. This connection is
most evident, for example, in such Asian countriecs as Tn-
dia and others. India was one of the first developing
countries to begin intersectoral modelling on the basis of
research carried out by the Indian Stalistical Tnslitute. The
first table, including 23 sectors, was presented by the ccou-
omists Choudhury and Goodwin. Later, the number of sec-
tors was increased, first to 36, and then to 50. Since 1959,
the Planning Commission has been dealing with interscc-
toral research. Two periods can be {raced in the work of
Tudian economists on intersectoral links.

The first (up to the 60s) was devoted to various method-
ological questions connected with the compilation of ta-
bles: Lhe collection of statistical data, the aggregation of
scctors, and so on. The second period was characterised
by attempts to make practical use of the model for eco-
nomic analysis and programming development. The mid-60s
saw attempts to apply the intersectoral balance mnethod in
programming the Indian economy. On the basis ol a par-
tially modified open static intersectoral model, forecasts
were niade of the sectoral outputs for 1970/71, and then
for 1975/76. The modification consisted in the inclusion
of certain capital-product coefficients. The model was used
to make calculations in which investment in the final prod-
uct was defined as “partially endogenous” (four engineer-
ing sectors). Later, the model built by the American ccon-
omists Manne and Bergsman was used as the basis for
forccasting 30 sectors for each year ol the 1965/66 to
1975/76 decade. Moreover, for a number of sectors, invest-
ment in the final product was determined independently
of the solulion of the model. Tn each of the two models
mentioned, two variants of the structure of the final prod-
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uct arc used, reflecting two alternative types of economic
development for the Indian economy for 1965/66 and
1975/76. The first of the models envisaged higher growth
rales of production and population incomes, and expressed
the viewpoint of the Planning Commission and the Govern-
ment; the second presumed lower growth rates ol produc-
Lion and consumption, taking account of threc different
variants of the policy of import substitution for 1965-76. Cer-
lain simplifications made in theso models reduce the value
of the rescarch carvied out: estimates of the neced for im-
ports and investment were not co-ordinated with other
forecasl indicators, in connection with the interpola-
tion of the final product and gross outputs and, what is mo-
re, since Lhey were based on technological and capital co-
clficients that did not change over time, the calculations
virtually left out of account the changes in the technology
and structure of production thal are inevitable over a len-
year period of industrialisation.

Intersecloral research in India is constantly developing.
The new intersectoral model of Lhe mnational cconomy in-
cludes 328 branches and sectors. In practical planning for
the fifth five-year period, an intersectoral balance with 66
branches and secctors was used.

In other countries, certain experience hag also been ac-
cumulated, though research in the sphere of inlersectoral
ties began about ten years later thau in Tndia. The most
interesting is the model used for the checking of the equi-
librium of the plan which was Lhe result of many decentra-
lised decisions. The model contained 98 cquations, based on
an intersectoral model, and 105 variables. The exogenous
quantities are agricultural production, the share of accu-
mulation in the national income, exports, the national prod-
uct and cerlain other parameters. The model is of particular
interest in that its technological coefficients are taken not as
constant, but as marginal, growth ones. This approach de-
serves allention, since it pinpoints onc possible way of
adapting the traditional input-output model to the specific
conditions of the developing countries.

One of the main shortcomings of the given model
was that il took no account of the regional aspect, which
was of particular importance. In conneclion with this, work
began on a detailed interregional, intersectoral balance
covering 96 seclors,
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The interest shown in intersectoral models in the devel-
oping countries prompts the conclusion thal, in the near
future, the different varianis of this model will play the
main role in the elaboration of economic development strat-
egy. At the same time, this model, even in a greatly dis-
aggregated form, cannot replace the plan, since it does not
contain the main production unit--the enterprise. In addi-
tion, there is little statistical information available in the
developing countries of the sort required for recliable cal-
culations, and a number of problems connected with cal-
culating expenditure cocfficients are still unsolved.

The use of intersectoral models for practical purposes
follows these lines:

—the elaboration of a drafl plan and testing that it is
balanced;

—Tforecasting of the main economic paramelers;

—calculation of allernative variants and, consequently,
a search for optimnal solutions.

Recenlly, economists and planners in the newly-free
countries have been focussing on the problems of optimal
development, Although il is still a long way to the solu-
tion of this problem, certain promising ways have been
found.

The developing countries that are just introducing plan-
ning can, for objeclive socio-economic reasons, count on
achieving a low-level optimum, bat as the planning meth-
ods used in management are developed and mastered, the
level of the optimum and, consequently, the complexity of
the tasks undertaken, increase,

It is unrealistic Lo imagine that the economies of the
newly-free countries could develop strictly according Lo
the theoretically possible optimal trajectory, since the in-
determinacy of the future of the entire system is very
great here. This is connected, for example, with the dis-
covery of new deposits of minerals, scientific and techno-
logical inventions and their introduction, the instability of
the political regimes, the certain indeterminacy of the
sources of external funds, the (luctuations in prices on the
world market, and so on. A knowledge of the optimal tra-
jectory does, however, make it possible to formulate eco-
nomic policy in sueh a way thal the real development
course might be asymptolic to the optimal, while the entire
development strategy will then be claborated in order to
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minimise the divergence between the two lines at cach mo-
ment in time.

One of the fundamental aspects of optimal planning is
the formulation of the target function reflecting lhe goal
of development. The question of the target function in the
developing countries is considered as that of the goals
and tasks arising from the need to overcome socio-eco-
nomic backwardness as fast as possible. Major difficulties
arise in this, howover, because certain qualitative goals
arc so fav difficult to quantify. This substantially limits the
quality of the target function, bul is not a decisive argu-
ment for rejecting it.

At present, there are threc known groups of optimality
criteria:

—maximisalion of certain  key economic indicators
(such as the national income, the volume of consumption,
the volume of the production of capital goods, the employ-
ment level, exports, import substitution, and so on);

—minimisation of the time taken for the transition from
one functioning regime to another;

—minimisation of the social expenditure on altaining a
specific level of economic development.

The fact that there are many criteria makes the secarch
for an optimum even more difficull, since the problem of
selecting a criterion iy sufficiently complex in itself.

The difficulty involved in constructing the criterion con-
sists in the fact that it must somehow reconcile the con-
flicting goals of development. This problem is resolved at
present by ranking and weighing goals according to their
importance.

The usual plan can be drawn up by the successive sum-
ming of the plans for individual enterprises, regions, and
s0 on, i.e., by rising from the lowest links in the system
to the highest, whereas the procedure in oplimal planning
has to be the reverse—a successive transition from the
highest units to the lowest. It is still premature to speak
of an optimal functioning of the units at the levels under
the conditions of the developing countries. The goals of op-
timal planning are different here, namecly: Lo use the new
set of scientific instruments of the theory of optimal plan-
ning in an attempt to improve the quality of centralised
decisions conuecled with cconomic development planning.
In this case, the newly-free countries must precisely formu-
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late their goals and tasks of developmeut, set themselves
only feasible targets, constantly assess available resources
and seek effective ways to increase state resources and ful-
fil plans. The introduction of elements of optimisation into
the plan calculations permits a stricter approach to be tak-
en to the listed problems and better methods for their
solution to be defined. Ideally, successive optimisation must
involve the following stages:

1. Determination of the accumulation rate.

2. Determination of the correlation between investment
in the production of consumer and capital goods.

3. Determination of the multisectoral structure of invest-
ment.

4. Determination of the programme for the soctor.

5. Determination of the programme f[or the enterprise.

At the prosent time, there is no point in talking about
such all-embracing optimisation under conditions existing
in developing countries. Either stages 1 to 3 or stages 4
and 5 are of praclical interest.

Thero are several approaches to optimising the develop-
ment course of an underdeveloped economy. Most works
on the optimisation of macro-models are extremely abstract.
Though they describe in detail the principles and the ac-
tual mechanism of cconomic growth, given various assump-
tions, they are rather an elemeni of economic theory of the
highest order than a planning theory designed to solve
more concrete, down-to-earth problems.

Recent work has involved a search for ways to resolve
just such practical problems. Onc illustration of this is
the construction of the first optimisation, input-output mod-
els. The simplest melhod of solution is proposed by J. San-
dec in his book The Demonstrotion Planning Model for In-
dia. The author himself called the work experimental and
descriptive, but it is also of methodological significance,
since it was omne of the first works in the sphere. Sandee used
the simplex method to maximise consumption at the end of
a ten-year period and obtained estimates of output for the
key sectors of material production. The work of the econo-
mists Chakravarti and TLefeber is similar in many ways.
They used the data of India’s third plan to determine the
optimal level of consumption and compare it with the lev-
el indicated in the plan. The target function was max-
imum consumption over the entire plan period.
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The Indian cconomist Mathur raised an interesting prob-
lem. He tried Lo determine the shortest time required for
the economy to transform its old lechnical base into
a new one. Ile divides production into two sectors—that
with the old technology and that with new—each of which
has its own cocfficients. Il is assumed that capital
formation takes place only in the seclor with new technol-
ogy. Mathur was not, however, able to solve Lhe problem.

In addition to the works enumerated above, many others
could be mentioned, which testifies to the considerable in-
terest shown by scientific cireles in the developing coun-
lries in the important and difficult problems of effective
development courses within the framework ol a programme,
co-ordinated by the state, for the transformation of stag-
nant socio-cconomic structures.

Rescarch into Lhis sphere is also going on oulside Lhe
developing world. Economists in the socialisl countries arc
using the considerable experience accumulated in planning
in their own countries to build models applicable to the
conditions of the developing ones. The range of such re-
search is wide—irom a comprehensive model of cconomic
development lo partial models. One example of a compre-
hensive model is that of Leningrad Professor I. V. Aleshi-
na. This includes a single-product model of the economy,
a dynamic intersectoral model and a model for the co-ordi-
nation of economic development plans of co-operatling coun-
trics. Prof. Aleshina's model is basically distinguished
from the models developed by Western economists in that,
in addition Lo functional links, it takes account of the so-
cio-economic aspect of the subject of the model. In par-
ticular, it makes it possible to trace in considerable detail
the economic links between the public and private (domostic
and foreign) sectors wilhout ignoring the growth rate of
the economy as a whole and its sectoral structure.

Partial models can be represented by Kalecki’s model
of non-inflationary growth of the mixed economy. There
are two limitations to this model. The first is that eco-
nomic growth cannol be financed through taxation of people
with low incomes or of essentials, The second is that the
prices of essentials are stable. On these conditions, taxes
ou the incomes of the rich population groups and luxury
goods provide the source of additional investment. Kalecki’s
models of non-inflationary growth is counterpoged to the
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model of inflationary growth, in which the rapid growth
rate of the national income is financed by taxing the poor-
est people. Tt follows from the model that the rapid
growth of the production of luxuries is a direct conscquence
of this policy. The main outlays on growth come from
the working people, while the results of the growth are
acquired by the well-off classes.

The considerable differcnces between tho developing coun-
tries in terms of economic development, the role of the
public sector in the national cconomy, the ideology of the
ruling cireles, the availability of experts, Lhe quality of
the statistical base and, finally, the accumulaled experi-
ence of planning, determine to a decisive extent the prag-
matic planning methods which, in many cases, differ sig-
nificantly from the theorctical recommendations.

Among the diverse planning practices in the developing
countries, three approaches can be asceriained most clearly.

The first is characteristic of countries just introducing
economic planning. Having no planning experience and
lacking a sufficiently eflcctive state management apparatus
and wmany olher preconditions for planning, these countries
confine themselves to claborating stale investment pro-
grammes that, as a rule, do not embrace other scctors of the
economy. lu general, the scheme for drawing up the plan
is as follows: the government or central planning body
requests ministries to present their plans in the form of
a list of proposed projecls: then the projects are brought
together centrally (projeclts not complying with the gov-
ernment’s intentions and priorities arve rejected, and the
total cost of the remaining ones calculated); for ils part,
the central planning body forecasts government resources,
compares these with slated outlays and, using the simple
ITarrod-Domar single-sector macro-economic model, assesses
the prospects for the ecconomy's developmenl over the
plan period. This is the scheme according to whieh the
first plans of many developing countries have bheen com-
piled.

The second approach, used probably by the majority of
the developing countries, consists of a more complex meth-
odology for drawing up the plan. This is characterised,
first of all, by closer contacts between the central plan-
ning bodies and ninistriex and other organisalions, both
state and private, and, second, by a deeper analysis of the
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prospects for the development of Lhe non-state seclors in
the plan period. lts third characteristic is attempts to draw
up long-term development outlines for 10 to 20 years
ahead, and its fourth—the use of more complex economet-
ric models, particularly those of the intersectoral balauce.

Finally, the third approach is typical of countries that
have accumulated a cerlain expecrience of planning, such
as India, Algeria, Venezuela, and Mexico. In these countries,
a quite considerable experience of planning has been ac-
cumulated in the public sector and some in regulating the
privale capitalist sector. Ilere the national plan includes
not only programmes for state investment, but also those
for other sectors, the fulfilment of which the state intends
to ensure by employing various cconomic policy instru-
ments: taxes, credits, prices, subsidics, duties, tariffs, and
$0 on,

As noled previously, the Indian approach to planning
is based both on the methods of capitalist programming
and on certain of the methods used in socialist planning.
The Indian planning mcthods used to draw up the fourth
five-ycar plan were as follows. The work on the plan be-
gan in the Long-Term Planning Department of the Plan-
ning Commission, long before the end of the current plan,
with outlines of the growth rate of the national income and
efficiency, i.e., on the hasis of the Harrod-Domar model.
The level of investment was determined as the remainder
in the national income after calculation of the minimum
per capita consumption level. The Long-Term Planning
Department elaborated a draft plan based on indicators of
the overall economic forecasts and material balances. A
forecast was made of the gross domestic product, the total
sum used and ils structure, and the required foreign aid
estimated. The compilers of the fourth plan envisaged a
final end to foreign aid in 4975-76. The commodity struc-
ture of production was determined on the basis of the fore-
cast structure of demand, based on elasticity coefficients
that allow the change in the demaund for an item in re-
sponse to changes inincomes to be determined. As a result,
the target volumes were decided for 40 indicators in agri-
culture, 16 in the mining industry, 165 in the manufac-
turing industry, with 90 types of machines and transporl
cquipment mentioned separately. The targets were set in

physical terms for 1960/61, 1965/66, 1970/71 and 1975/76,
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while for machinery and transport equipment they were
set for each year of the fourth plan (1969-74).

At the samec time, the Long-Term Planning Department
elaborated a whole series of material balances for the com-
ing five-year period. For the fourth plan, 35 balances
were prepared, chiefly for raw materials—coal, oil products,
steel, cement, electricity, and so on. One drawback to these
balances is that they are not broken down into annual
ones, but compiled for the five-year period, with the result
that the Indian planners lack an adequate base for draw-
ing up annual plans,

In drawing up the plan, the Long-Term Planning De-
partment uscs the mulliple data provided by secientific re-
scarch organisalions, and especially material prepared in
the Tndian Statistical Institute under the Central Statis-
tical Service. The models of intersectoral ties developed by
this Institute are beginning to he widely applied in Indian
planning. The Planning Commission attaches considera-
ble significance to intersectoral models, so it has set up a
special doparlment to deal with them. For the preparation
of scctoral programmes, the Planning Commission estab-
lishes so-called working groups of 10 to 15 people, includ-
ing members of the Commission and associates of the rel-
cevant ministries. Twenty-three such groups were set up
during the drawing up of the third five-year plan.

Ttach group is expected to consider data provided by re-
search institutes, the viewpoint of consultants, private en-
treprencurs and representatives of state enterprises. The
work of the group follows roughly this pattern: on the
basis of the tasks reccived from the Planning Commission,
the working group determines the required level of expen-
diture, which is compared with the resources allocated to
the various sectors. In the light of the financial and other
limitations, the group reconsiders its initial proposals. Then
the Planning Commission presents the Cabinet and the Na-
tional Development Council with a brief memorandum of
the plan, Once this has been approved, the Planning Com-
mission prepares a more developed draft of the plan, which
is discussed bhroadly in Parliament and by the public. At
the same time, the Commission holds consultations with
private entrepreneurs, ministries and the governments of
the various states in the country. The final version of the
plan is presented to the Government, the National Devel-
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opment Council and Parliamenl. Officially, after being
approved by Parliamenl, the plan acquires force of law,
In reality however, this patlern is not so clear-cut
and seems much more complex.

In the newly-free countries developing in a non-capi-
talist direction, two interconnected processes can be seen
in the planning sphere: expansion of the subject of the plan
and development of the methodology employed for forming
a system of economic indicators, with balance calculalions
being used increasingly. At the same lime, more and more
attempts are made lo apply the planning experience of the
socialist countries. The following forms and trends in this
can be observed in the socialist-oriented countries:

—a certain similarity in the organisation and structure
of planning bodies;

- -the use of individual methods and means of planning;

the inclusion in the natlional plans of certain sections
and indicators similar to analogous seclions and indicators
of Lhe socialist counlries’ plans;

-organisalion of supervision and reporting on the lul-
filmenl of individual plan targets.

The newly-free countries’ acute need for financial re-
sources, the chiel types of raw malerial, fuel, electricity
and equipmenl and lhe neccessity of strict accounting have
resulted, in recent times, in the application of the male-
rial balances method as the most elleclive way of getting
rid of imbalances in their economies.

The country that at one Lime accumulated experience of
using this method (especially balances for individual prod-
uclts) was Egypt. By the beginning of 1969, the country
had developed about 300 material balances. Al that time,
Egypt had an operational and fairly complex system of
balance calculations for almost all the main industrial and
agricultural products (electricity, coal, oil products, fer-
rous and non-ferrous metals, the main types of industrial
and transport equipment, and basic industrial and grain
crops). Using these bhalances, the Egyplian planning bodies
tried lo provide for intrasectoral and inlerscctoral pro-
portions corresponding to the plan targets.! Balance meth-

! The Egyptlian Government's policy of encouraging privale en-
lerprise and attracling foreign capital has considerably limited the
opportunitics for stale regulation of economic development and
resulted in narrowed foundations on which planning was pre-

158



ods are being introduced into planning in Algeria, Mali,
and the Congo, and have become particularly widely used in
budget and foreign trade planning.

Practice has shown that, without substantiated standards,
the planning bodies of the developing countries encounter
substantial difficulties both in elaborating physical and
physical-value balances, and in drawing up plans of in-
tersectoral balances. The main condition for the success-
ful application of the socialist countries’ planning experi-
ence in the developing states is mastering of the methods
for elaborating standard data.

The use of individual elements of the socialist experi-
ence of planning, in particular malerial balances, is an
incentive to create a specific system of indicators, cspe-
cially those for which naterial balances arc compiled. The
fact that a number of socialist-oriented countries have
begun Lo claborate a system of plan indicators helps them
to set the quantilative and qualitative targets of the plan
correclly. The key goals and provisions of the plan and
its cconomic and political tasks are deflined more preciscly
when such indicators are used. The plan indicalors difler
from counlry to country, but the most widespread are phys-
ical ones (sct in specific physical units of measarement—
tonnes, metres, kwh, units and so on); value {in monetary
units) and qualitative indicators describing the level of
expenditure of social labour, the extent of the use of pro-
duction resources, expenditure rates of raw and other ma-
terials, fuel, clectricity per unit of output and the like
{(set in absolute or relative values--the growth of labour
productivity, the fall in production costs, the profitability
of goods or cnterprises, the increase in investment and
equipment use efficiency).

The introduction of Lhe material balance method into
planning practice in the developing countries, and also the
improvement in the system of plan indicators, constitute
an improvement in the methodological principles of plan-
ning and lead to the lormation of a single state policy in
the sphere of finances, credit and wages.

Analysis of the plans for the economic and social devel-
opment of a number of countries developing in a non-cap-
viously based. This, in turn, influences the developmentl trends in
the methodology for drawing up plans, since the plans themselves
are becoming increasingly “indicative'.
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italist direction shows that the majority of them apply
principles similar to those used in socialist planning,
namely:

—determination of the current plan indicators using a
study of initial (report) data and analysis of structural
shilts in tlie country’s economy;

—determination of the leading and most progressive sec-
tors for the plan period and the creation of the conditions
for their priority development;

—-gstablishment of high economic development rates in
the plan and observance of rational proportions in the eco-
nomy;

—a striving to adhcre Lo the principle of “maximum re-
sults from given resources”, and others.

These aspectis provide a description of the basically posi-
tive shifts in the development of state planning in coun-
tries following a non-capitalist development course. In the
main, eflective planning has still lo be developed. In ad-
dition to applying the methods and means of socialist plan-
ning, the developing countries, including socialist-oriented
ones, also use bourgeois programming and forecasling meth-
ods. One of the greatest dangers in doing this is that of
ignoring the social aspects of development and levelling
out indicators in the form of overall national characteris-
tics, taking no account of class and social differences. At-
tempts to make the system ol indicators consider social
shifts will incvitably result in a differentiation of the most
important plan paramelers in accordance with exisling
differences in the forms of property and levels of technol-
ogy development. This is importan, for defining the real
possibilities for the development of each socio-economic
struclure, for determining the place of the state sector in
the system of national economic links, for assessing its
influence on the development of other sectors of the econ-
omy. The need for such a breakdown of the plan indi-
cators is particularly clear when using Lhe system of bal-
ance calculalions and intersectoral models. A detailed reflec-
Lion of the socio-economic structure of production and the
use of outpul in inlersectoral models makes it possible to
trace the main links in the public, privatc national and
foreign sectors, which is both important and necessary for
resolving the specific tasks of plans aud programmes. For
an elficient distribution of material, labour and financial
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resoutces, information is needed on the influence exerted
by each element in the final product (public, privale na-
Lional and foreign investment; exporis and non-productive
consumption) on the level of production in the given sec-
lor; on the demand for manpower, capilal and imports for
each of these elements of Lhe final product; on Lhe demand
for production resources per unil of each component of the
final product for manufacturing a specific oulput.

Altempts to compile plans on the basis of a system of
indicators taking account of Lhe social aspect are already
being made in the developing countries, though many dif-
ficullics are cncountered in this. That is why the cxperi-
ence of the USSR and the other socialist countries in cre-
ating a sel of planning indicators for the mullistructured
economy might be of great valuo to them.

L

Thus, a review of the methods used to draw up nalional
aconomic plans and national programmes for development
makes il possible to pinpoint both specific and general
trends in the development of planning methods. The com-
mon features in the formalion trends of planning and pro-
gramming melhods arc due to Lthe formal similarity of the
object (development of the national economy).

The all-embracing nature of socialist planning condi-
tions the formation of planning methods thal allow all the
development characteristics of a single system for substan-
tiating planning and economic decisions to be covered in
worder to attain the target complex of socie-economic tasks.
Hence the need arises for the methods of balance calcu-
lations in mathematical economic simulation to be trans-
formed, this creating an opportunity for seeking the best
«development variants. These consider the limitations on
‘the key resources and cnsure the attainment of a dynamic
oquilibrium under the conditions of constant structural
changes in the complex economic mechanism.

Two specific features of the mcthodology of modern so-
cialist planning must be stressed. First, the formulation of
precise indicators of the fulfilmenl of the socio-economic
tasks describing a councrete expression of the general de-
mands made by the basic economic law of socialism, with
respect to each development stage. In this. socialist plan-
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ning differs fundamentally from the camouflage formula-
tions of the ‘“‘national largets” in capitalist development
programmes and the unclear formulalions of the planning
and programming lasks in Lhe newly-lree countries. Second,
the methods of socialist planning are developing towards
an increasingly complete coverage of all aspects of the
economy and society’s life. This does not mean an abso-
lute development of centralisation in management and plan-
ning and a single all-embracing model of the plan corre-
sponding to this centralisation. The search is going on for
ways to delimit the level of responsibility, the level of de-
cision-making, of which planning is one component part.
The formation of a hierarchical system of planning, the
development of planning methods towards the creation of
an interconnected complex of balance and mathematical
economic systems of models, correspond to this search.

In the development of programming mothods in the cap-
italist countrics, a successive transition can be observed
from attempts to apply Keynesian-type macro-models and
growth models to 1) active analysis of the economy and
global substantiation of the choice of methods for regu-
lating the economy, using certain instrumental variables;
2) consideration of the macro-economic system as an in-
terconnected multisecloral and multiresource economy, with
seclors that government policy is capable of influencing di-
rectly indicated separately; 3) programming based on as-
sossments of the possibilities for the state to influence eco-
nomic development at various levels (the macro-level, the
sectoral level, within individual markets), taking account
both of long-term and of short-term targets. In the compi-
lation of medium-term programmes in the capitalist coun-
tries, attempts can be traced to use all the simulation in-
struments available —a sort of synthesis of the methodologies
of all previous means and methods. Recent years have seen
the authors of capitalist programming methods focussing
mainly on estimating the influence exerted by instrumen-
tal variables on other parameters of the economy, which
fully corresponds to the nature of capitalist programming.

Analysis of the methods used for macro-economic pro-
gramming shows that bourgeois cconomists have been pre-
mature in their claims to have developed multipurpose, neu-
tral mothods for compiling programmes. 1t should also
be noted that a study of foreign experience indicates cer-
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tain spheres of fruitful research connected with the fur-
ther improvemenl ol socialisl planning. Of primary note
here is the expediency of comnsidering foreign experience
on the interaction (interconnections) between the value
and physical characteristics of ecomomic development on
the macro-level. Of practical interest also are the methods
for drawing up programmes for sectors with somewhat sim-
ilar conditions for the movement of the product. These
include, primarily, those spheres of the economy and its
individual sections where the output is sold on the market.

As for macro-economic planning methods in the newly-
free countries, in contrast to the initial naive methods for
asscssing development prospects, attempts are now being
made at a comprehensive substantiation of overall nation-
al programmes. The influence of foreign theories and
practico in this field is great and often results in a wasted
attempts to adapt capitalist programming methods to the
conditions pertaining in the developing counlries. To bor-
row the best and most effective methods from the rich
international experience in planning will undoubtedly al-
low the newly-free countries to speed up the establishment
of their national planning, yet the possibilities for doing
so are largely determined by the socio-cconomic transfor-
mations taking place in the developing countries. Under
certain conditions, the experience of Soviet methods for
planning development during the transitional period might
provide a constant source for improving the developing
countries’ national planning methods.
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Chapter 3

METHODS FOR PLANNING
AND PROGRAMMING
THE USE OF RESOURCES

A single study can only cover the main aspects of the
detailed substantiation of devclopment plans and pro-
grammes, for these arc too broad and multifaceted. The
choice of subject for [urther investigation was thus made,
first, consciously limiting the range of problems and, sccond,
pinpointing those aspects of the further substantiation of
plans and programmes that arc connected with the most
important resources and have been developed in socialist
planning and in the programming in capitalist and develop-
ing countries. These spheres include investment activities,
personnel training, the development of export production
and foreign trade, regional planning and programming. In
socialist planning, these aspects constitute the key sections
of the national economic plans. At the same time, in the
capitalist countries they are characterised by a considerable
involvement of state (budget) resources and, in a certain
sense, constitute the main content of overall national pro-
grammes. Devcloping countries with average or small popu-
lations focus considerable attention in planning on the de-
velopment of export production and foreign trade. The ccon-
omics of virtually all the newly-free countries are large-
ly dependent on the world market. One most difficult
problem for this group of countrics is the acute shortage
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of skilled personnel for the modern sectors of the econ-
omy. The devoloping countries are therefore making major
efforts to train their own people.

Planning and Programming
of Investment

The planning of capital investment in the USSR. Expe-
rience of planning the economic development of the USSR
has shown that investment is a major means for changing
the sectoral and territorial structurc of production, for creat-
ing ncw, progressive sectors, introducing new technolo-
gy and raising labour productivity on the basis of automa-
tion and mechanisation. Investment provides for high eco-
nomic growth rates and a higher standard of living in the
couniry. In the final count, the spheres of capital invest-
ment, its flows, distribution over the country and efficiency
predetermine the futurc economic and technological lovel
of production. This is why such considerable attention is
focussed on planning investment in the USSR.

A distinguishing feature of the investment plan is its
close co-ordination with other sections of the national eco-
nomic plan, embracing the entire reproduction process. This
is because investment is one of the main factors increasing
productive capacity. The investment plan must be provided
with financial and material resources, and manpower of the
necessary qualifications. The planning of material resources
for investment is possible only if the production plan is
taken into account. Any particular level of productive in-
vestrent efficiency is backed up by investment in science
and the development of new technical processes, in the edu-
cation system and the training of personnel in new speci-
alities, and in improving the skills of the work force. In
turn, a change in the efficiency of cach unit of investment
affects both the overall national income and its distribution
between accumulation and consumption.

Analysis of past consumption and the volume of invest-
ment provides the hasis for determining what must be done
to plan future investment. It allows planners to compare the
significance of future and current tasks and thus assess fu-
ture social requirements. Investment is a dependent variable,
the volume, spheres and fows of wlich are determined in
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the consolidated balance calculations of the growth in socie-
ty’s requirements and the possible volume of production in
the plan period.

The required volume of planned investment can be sche-
matically determined by comparing society's requirements
(including individual and social ones, and also exports)
with the current level of production and the expected in-
troduction of new capacities due for commissioning, as
well as possible imports. The difference between require-
ments and the current level of capacities determines the
size of additional capacities.

The amount of investment required is decided by the
efficicncy of each unit of investment, i.e., expenditure on
the increment in capacity. The necessary volume of in-
vestment is compared with the feasible one, which is de-
termined according to the accumulation rate in the na-
tional income, the volume of the national income and the
scale of renovation, i.e.,

I =aY + R,
where
I—is capital investment;
a—is the share of accumulation in the national in-
come;
Y —is the national income;
R—is renovation,

The accumulation rate in the preceding period is the
reference point for further calculations, but it cannot be
a strictly determining indicator. Its value for the initial
stage of industrialisation can be regarded as the lower lim-
it of accumulation. The industrialisation process requires
an increase in the overall share of accumulation. While
the gap with the industrialised countries is closing, the
problem of a large accumulation rate disappears. The way
the accumulation fund is used may change likewise. A cer-
tain saturation with capital goods allows a substantial part
of capital investment to be channelled into non-productive
spheres but, even then, the rate of growth in the future
will depend both on the efficiency of investment and its
volume in production. Tn the USSR, the share of accumu-
lation used for swelling fixed produclive assets has been
from 52 to 61 per cent in recent years, while that going
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to increase material circulating assets and reserves has
been from 47 to 39 per cent.

A comparison of the required volume of investment for
socio-economic development with the resources from the
national income and renovation makes it possible to carry
out the first preliminary balancing of the plan for capital
investmenl. This balance can be achieved mainly through
changes in the accumulation rate or in the value of
the capital coefficients (br), since the increment in pro-
duction (AX) depends on the volume of investment and
its efficiency, i.e.,

__ aY+R

The upper limit of the accumulation rate is apparently
that which maintains the previous per capita level of con-
sumption, while the minimum corresponds to the amount
of investment required to maintain a constant relationship
between fixed productive assets and the population of the
country (the limiting factor will be the rate of increase in
tho population). Otherwise, fixed capital will be eaten away
and this will lead to a corresponding drop in the volume
of production and the standards of living.

A description of capital coefficients is determined Lo a
considerable cxtent by the current level of production and
its structure, but these can change depending on the in-
tensity of the change in the technology and structure of
investment distribution. In this context, a correct idea of
capital coefficients is essential, especially of those used for
overall economic calculations in macro-models. If deep-
running structural changes are taking place in the econo-
my, the indicators of capital coefficients must take account
of the influence exerted by sectoral characteristics of in-
vestment efficiency.

The lag between the time when investments are made
and that when returns on them are received, i.e., the so-
called lag in the investment effect, is of fundamental im-
portance in the plan calculations of the economic efficien-
cy of investment. This is particularly important if there
is a sharp change in the production structure. Thus, in
addition Lo a year-to-year comparison of output, profitabil-
ity, production cosls and labour productivity with invest-
ment, it is recommended that, in calculations of cconomic
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efficiency, investment be compared, for control purposes,
with the amount of output that might be obtained in the
future, say in three years’ time.

On the macro-economic level, not only is the value bal-
ancing of necessary and possible investment assessed, but
also the extent to which investment is backed up by ma-
terial resources. This is determined primarily from the cor-
relation of existing and required capacities in sectors pro-
ducing clements of fixed assets. For this purpose, data are
used from the national economic balance in which the pro-
duction of capital goods and of consumer goods arc given
separately, group A induslrics producing capital goods are
pinpointed, and a description is given of the volume of
production in the branches of engineering and the building
industry the output of which constitutes the key material
elements of the investment plan.

Such aggregate calculations based on macro-cconomic bal-
ances and containing separate ones for mecans of production
provide the basis for further, less aggregate calculalions
and serve as the framework for distributing investment
between sectors.

Distribution of investment by secctor and branch of the
national economy, as well as by region of the country,
is carried out in accordance with the order in which the
overall economic tasks set for the giveu plan period are to
be fulfilled. For this purpose, the efficiency of investment
in differcnt sectors is compared. National economic effici-
ency criteria may not always coincide with those in a par-
ticular sector. In this sense, during the first two five-year
plan periods in the USSR priority in investment was giv-
en to heavy industry, though the efficiency indicators of
these sectors were not the highest at that time.

An cconomic approach that takes into consideration the
interests of the entire country is particularly important for
plan calculations of invostment cfficiency. For example,
more intensive ore-dressing might raise production costs
and reduce productivity in an individual mining and dress-
ing plant, but it will raise labour productivity and improve
all economic indicators in iron-and-stecl works, becaise
they will be working with betler quality raw material.
Thus, indicators of full investment, taking into acconnl
investment in kindred industries and compared for all in-
terconnécted onos, are vital for assessing investment plans,
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Indicators of the economic efficiency of investment for
the USSR as a whole or for Union republics differ {rom
those used for the sector, subsector or individual enter-
prise. National economic indicators are calculated first of
all for the volume of the country’s or republic’s net prod-
uct. It is not always possible, however, to obtain such
indicators for individual production units. The assessment
of national economic investment efficiency is completed in
the plan with calculation of these indicators defined as the
increment in the national income and that in the final
product per unit of capital investment.

The introduction of more detail into macro-economic plan
calculations for capital investment by sector allows the
change in the structure of social production to bc taken
into account in calculating investment efficiency. In this,
the overall effect of introducing new materials in the main
producing sectors and in adjacent ones, as well as in the
consumption sphere, must be determined, for which purpose
adjacent sectors must be pinpointed and related capital
expenditures calculated for all the key sectors. Such cal-
culations also presume the adoption of the most rational
pattern of transport links.

The main spheres of capital investment are determined
on the basis of a number of possible variants for economic
development and of a comparison of the efficiency of each
of them. One essential condition is a comparison of the
plan’s indicators with those for the previous plan period,
which means that they must be comparable.

There are two possible approaches to the caleulations
for the spheres of investment in a sector. One consists in
determining the characteristics connecting macro-models
and multisectoral models with subsequent investment plans
within the framework of multisectoral economic models.
The second approach involves the selection of sectoral draft
investment plans for inclusion in the national economic
plan and their balancing within the bounds of the overall
volume of investment and material resources.

The first way in which draft investment plans are made
detailed consists of plan calculations based on an assess-
ment of the volume and structure of the final product as
the point of departure for planning. In the draft planning
of investment for seclors, when using various modifications
of intersccloral models, it shounld be remembered that the

169



most stable rates are aggregate or specific ones typical
for a whole group of enterprises or widespread technical
processes. The aggregate rate obtained as the weight-
ed value of technological norms, depends on the structure
of subsectors and the production processes employed. Such
a standard is less suited to a different plan structure with
a different combination of sectors and different territorial
links. When using aggregate standards, it must be borne
in mind that, if the plan provides for a transition to a
new structure of production, data are required on the old
and new systems of weights and structural correlations in-
herent in the base and the planned variant.

The use of dynamic models of the intersectoral balance
requircs a large volume of unified information: detail on
asset standards, indicators, specific investment, and on the
capital intensity of production. In order to express the di-
verse real investment processes more precisely, capital con-
struction must be broken down for all sectors of the econ-
omy and investment specified by the year. This makes
it possible to take account of the peculiarities of construc-
tion in individual sectors and types of production.

The second type of specification of macro-economic in-
vestment indicators consists in co-ordinating sectoral in-
vestment projects, the volume of which is cstablished from
the need to ensure the required growth in output. The vol-
ume of investment is determined for each sector by bal-
ancing and co-ordinating them with the production pro-
gramme for the development of all sectors of material pro-
duction, as well as the planned development of all sectors
of the non-productive sphere, providing for a rise in the
standard of living. This approach to drawing up a de-
tailed plan for capital investment on the scctoral plane is
used for annual and medium-term plans and is based on
continuous calculations and estimates of indicators for all
cnterprises and organisations.

The basis for calculating the volume of the required in-
vestment for individual sectors of production is provided
by balances of productive capacity, according to which pro-
dunctive capacity existing at the beginning of the plan pe-
riod is calculated, together with the additional capacity re-
quired for the planned increment in ountput. Additional out-
pul can be obtained by making better use of existing pro-
ductive capacity, but once such reserves have been exhaust-

170



ed, additional capacity can be created by investing in the
expansion and modernisation of existing enterprises and
the construction of new ones. Hence the clear possibility
of compiling balances of productive capacity by sector, re-
gion and enterprise for planning investment.

In order to furnish enterprises, ministries and all other
planning and economic bodies with systematic data on the
availability of productive capacity, as a reliable basis for
planning production and investment, since 1964 all Sovi-
et cnterprises in all industries have compiled balances of
productive ecapacity as of January 1 of each year. The bal-
ance of an enterprise’s produclive capacity is used to de-
termine the amount of capacity available at the beginning
of the plan year on the basis of that available at the be-
ginning of the account year and changes in it during the
year (either increases or decreases). The balance of pro-
ductive capacity is drawn up in enterprises and then gen-
eralised in higher organisations according to a special form.

Analysis of the loading of existing capacities is extreme-
ly important, for the results of a comparison of these ca-
pacities with the required volume of output in the sector
determine the corresponding volume of investment. This is
conditioned by the increment in capacitics and investment
per unit of capacity. The overall total requirement of all
sectors for investment comprizes the necessary volume of
investment for increasing by specific amounts the volume
of goods and services produced.

There are marked difficulties involved in calculating the
need for investment from the growth in output. Since in-
vestment is a function of the production programme, the
scale of production in all sectors depends substantial-
ly on investment and capital construction. This applies
primarily to industries producing building materials and to
the branches of engineering, as well as kindred branches
of heavy industry, since their capacities also depend on
the volume of investment allocated to them. It is also
very difficult to estimate the need for related investment
in kindred branches of production. The principle of com-
prchensive planning might be violated here, with conse-
quent inaceuracies in the calculations.

In spite of these difficulties in co-ordinating invest-
ments by sector, when lhey are determined on the basis
of the level of production, repeated calculations are
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made in order to balance them, The limitations in this are
the overall volume of investment obtained from macro-cal-
culations. The initial calculations of a sector's demand for
investment usually exceed possibilities. During the elabo-
ration of the plan, the volume and spheres of investment
by sector are specified once again.

Thus, the comparison of draft investment plans for each
sector with the order of priority of socio-economic tasks,
with indicators of national economic efficiency and the re-
sources of the asset-forming sectors, creates an opportunity
to determine the specified variant of investment by sector.
This makes it possible to decide not only the sectoral
structure of investment for material production and
the non-productive sphere, but also their technological
stricture.

During the planning of investment in a sector, the vari-
ants for attaining economic targets that will provide for
the greatest increase in production efficiency must be de-
termined. For this purpose, the comparative economic effi-
ciency is calculated of the draft variants with respect to
one another and to existing enterprises with the highest
investment efficiency indicators for the given volume of
production.

The volumes of investment in the sector obtained from
calculations on the national economic level are the initial
limits on the choice of different variants for creating ad-
ditional capacities. An increase in capacity is possible
throngh an expansion and modernisation of existing enter-
prigses and the construction of new ones. In this, the number
of possible variants increases owing to various schemes for
the territorial distribution of the additional capacities. The
tasks involved in the comprehensive development of in-
dividual regions make the choice of the most efficient
drafts even more complicated, for various factors have to be
taken into account, depending on the specifics of produe-
tion. These are:

—the productive capacity of the construction base and
the necessary additional expenditure on increasing it;

—the presence of sources of cnergy and a water supply;

—the availability of manpower and the need for extra
expenditure on housing and municipal facilities in connec-
tion with the possible inflow of additional manpower;

—the presence of transport links and the nced for funds
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for building roads and railways to connect with the exist-
ing network:

—the proximity and cheapness of raw material sources;

—the proximity of places where the consumption of the
given sector’s output is concentrated, and so on.

When there are several competing projects for construct-
ing enterprises belonging to the sector or other variants
for increasing capacities, investment is channelled into
those that provide most efficiently for the required increase
in capacity. In order to evaluate projects, the following
cost-to-performance indicators are used:

—the investment pay-off period (for estimated costs);

—output per unit of fixed assets:

—specific capital investment;

—production costs per unit of output;

—outpul per worker.

In practice, all the diverse indicators come down to that
of the sum of reduced costs, from the formula:

Cr=C+EK+ Tcoatss

whero € —is production costs per unit of output;
E —is the sectoral investment efficiency rate;
K —is specific capital investment;
T .0s1s—is transport costs involved in delivering the
output from the producing enterprise to the
point of concentrated consumption.

The cost-to-performance substantiation of the construc-
tion projects included in the plan (new, expanded or mod-
ernised) envisages a comparison of the specific economic
indicators of the given project with the standard and aver-
age sectoral values of the corresponding indicators (pay-
off period, for example), as well as with those of similar
advanced enterprises already in operation.

During calculations of comparative economic efficiency
for selecting the most expedient investment variants, the
efficiency coefficients and pay-off periods obtained for ad-
ditional investment are compared with the standard values
of these indicators, which are differentiated for economic
sectors.

The setling of standard economic efficiency indicators for
investment in the form of coefficients or pay-off periods
does not imply that all projects with a lower economic
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efficiency should be rejected. There may be other reasons,
in particular, considerations of labour safety and improve-
ment of ils conditions, for deciding Lo build less elficient
projects.

The consideration of several variants for increasing ca-
pacity by building new enterprises may involve the ap-
plication of standards for construction efficiency, together
with calculations of the overall or national economic effi-
ciency. For selecting and substantiating the plan variant,
comparative efficiency calculations can be applied.

In comparing variants that differ in the length of con-
struction time, account is taken of the economic result of
reducing or extending Lhe time for building and commis-
sioning the enterprise. This is calculated from the average
effect that might be obtained in the given sector, on the
condition that investment is used productively. If invest-
ment variants with various implementalion periods are
compared, the outlays of the later years are reduced (o
current ones.

The summing of all the selected investment projects al-
lows the expected increase in capacity to be determined,
taking into account the best efficiency indicators and oth-
er essential paramelers. Such calculations provide the ba-
sis for the initial estimates of the increase in production
and Lhe investment entailed. The choice of the most cffi-
cient solutions allows planners either to review the initial
limits of investment or to reassess the possibilities for in-
creasing the output of goods and services. This new type
of estimates and the solutions arising from them with re-
spect to growth can only be made on a multisectoral, i.e.,
national economic level.

The investment projects selected must be co-ordinated
with the available building materials, building equipment,
i.e., the capacity of the building industry and the other ele-
ments for construction, and, consequently, with the capac-
ity of sectors producing asset-forming output. If therc
is a discrepancy between the scale of capital construc-
tion projects and the capacity of sectors providing for
the construction, it is the construction projects that must
be reviewed.

The programming of investment in the capitalist coun-
tries. In the 60s and 70s, when major shifts took place
in the structure of the economy, there was a marked in-
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crease in the activities of bourgeois states in the invest-
ment sphere. By applying economic programming, the cap-
italist state activates its investment policy and the direct
financial development of a number of economic sectors by
helping to create the overall conditions for the functioning
of private capital. With its national programmes, the
state intervenes directly in investment processes, through
which between 25 and 30 per cent of the national income
is distributed. There is also an increase in direct financial
“contributions” to the development of individual national-
ised sectors of the cconomy and public sectors (the power
industry, transport, road building, persoanel training, and
so on). Thus, in 1972 and 1975, the state’s share in the
overall volume of investment in the USA was 20 and 18
per cent respectively; in France it was 40 and 14 per cent,
in Britain—49 and 42 per cent, and in Japan--20 and 30
per cent.

The state’s investment in R and D work is still in-
creasing. For 1970-1973, the average federal expenditure for
theso purposes in lhe USA was 20 times the 1945 levcl.
The state’s share in national financial expenditures on R
and D in the USA was 55 per cenl in the early 70s, while
the corresponding figure for France was 70 per cent, and
for Britain 51 per ceut.

The main focus of state programming in the capitalist
countries is investment decision-making. British economists
see investment as the central part of the plan. The deci-
sions taken today by industrialists and the government will,
indeed, influence industrial and public capital for many
years to come. In this context, it became necessary not
only to elaborate the principles of investment policy, but
also the methodological instruments for drawing up pro-
grammes at various management levels, as well as mea-
sures for implementing investment programmes.

The investment programmes drawn up by the capitalist
countries consider in which spheres the financial resources
of both the private and the public sector are to be con-
centrated. In the USA, budgetary means are used to pro-
mote the renewal of equipment and to train personnel. In
Britain, France, Japan and other countries faster eco-
nomic growth, structural shifts in production, greater com-
petitivencss on the world market have been declared the
goals of programming. Bourgeois economists and state
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programming services provide not only the theoretical and
methodological base for the work ensuing from these goals,
but also its organisational form. In France, for example,
the Fund for Econoniic and Social Development, set up in
1955, through the Council of Directors not only supervises
all investment; it also establishes the order of priority for
financing individual projects.

Of considerable importance in the olaboration of an over-
all national investment programme is analysis of the in-
terconnections belween the goals of development and the
choice of investment sphere. In order to rank goals ‘“‘objec-
tively” with respect to their importance and thus defer-
mine which sectors should receive investmeni, bourgeois
economists have developed the quantitative assessment prin-
ciple with respect to the importance of development goals
and the extent to which resources are in short supply.
Such estimates are based on so-called accounting prices.

The concept of accounting prices in capitalist program-
ming is built on the postulates of the distribution of re-
sources given a competitive equilibrium. The point of depar-
ture in this is that the prices set for reproduced resources
and products are of equal force for both purchaser and
seller, and cannot be changed by them. The prices of all
non-renewable resources are determined by the mechanism
of free competition according to the law of supply and de-
mand. Under these conditions, the idea is to select prices
for resources, including for investment, that would allow
the firm to maximise its revenues, and thus the overall
income of the country, under an equilibrium of supply
and demand for all types of resource. Theoretically, prices
of this type take shape as a result of the solution of the
dual linear programming problem.

Such “calculation” of prices is based mainly on subjec-
tive conceptions. In this approach, the only objective fac-
tor is the limited nature of resources. From the point of
view of bourgeois economists, even the initial estimates
of the significance of goals must be subjective. Yet once
the influence of each investment project on the attainment
of the set goals has been studied, a subjective assessment
is required of the significance of these goals, for the lim-
ited nature of resources means that not all the set goals
can be attained simultaneously. True, multiple iterations
of the resources given initially can, to some extent, bal-
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ance estimales of the significance of the goals themselves
and a specific structure of investmenl. Yet even in Lhis
best variant, fundamental complications arise owing to the
contradictions inherent in the capitalist cconomic system.
It is not known how overall economic assessments might
influence the investment decisions of the private sector,
including that concerning participation in the state invest-
ment programme drawn up according to this procedurc.

The accounting prices of the dual linear programming
problem can be used as Lhe basis for calculating the effi-
ciency of the different investmenl programme variants.
They are better than market prices in that they reflect the
importance of the various types of resource for the econ-
omy. Marxist political economy has long since shown that,
under capitalism, market prices definitely do nol provide
for the best distribution of resources. Yel it is accord-
ing to these prices that all producls and scrvices are dis-
tributed in bourgeois society. The construclions considered
above do not indicate how investment might be distributed
optimally ou the basis of accounting prices, if the real
market prices diverge from them substantially.

In order to compel the enlrepreneur Lo undertake projects
that have been proved efficient on the basis of accounting
prices, the state musl possess sufficient resources and in-
fluential instruments to ncutralise the impact of market
prices on the choice of iuvestinent sphere in the private
seclor. For assessing the scale of such stale activities in
the sphere ol investment decision-making, bourgeois cco-
nomics has suggested that the effect ol realising the invesl-
ment project be divided into primary and secondary results,
and the primary ones, in turn, be subdivided into direct
and indirect ones. The reasoning is as follows: the direcl
result of investment is a growth of income for the inves-
tor; the indirecl result is a growth of the income in enter-
prises and sectors connocted with the [ormer by verlical
techuical relalions. The secondary result is manifested in
a growth in the income of all the other seetors of the econ-
omy thal are not technically connected with the first one.

These characleristics of the influence cxerled by invest-
ment projects on enterprises and sectors of Lhe economy
are used by the state to determine which economic and
other incentives and sanctions should be employed in order
nol only Lo ensure Lhal the costs of the invesimenl are
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covered, but also to interest the entrepreneur in undertak-
ing investment projects of national economijc importance.

The direct “coniribulion” made by each investment deci-
sion can be measured by the income or volume of produc-
tion or services. As for the indirect eflect of implementing
the project in the capitalist economy, it is very difficult to
assess. After all, it involves assessing the incomes and the
increase in the volume of production and services in the
sectors providing raw materials and asset-forming outpul
to the new enterprise, as well as in Lhose other seclors
whose enterprises will utilise the output of the planned
one, The application of standard investment models of
the input-output type [or determination of the influence of
each project would involve difficullies connected with cap-
italist private property relations. In order to assess each
investment project, its influence on afl links in the econo-
my must he calculated, but this is impossible given pri-
vate property, for enlerprises fiercely prolect their “firm’s
scerets”” concerning its capacily. The voluntary consulta-
tions held by private business represenlatives do not pro-
vide cxhaustive information and state economic services
;an make only the most approximale calculations on ils
basis,

The elaboration of investment programmes does nol cx-
tend beyond constructions corresponding to the nature of
private enterprise. The development of methods for assess-
ing investment decisions in the [rammework of stale pro-
gramming is tending towards the introduction of elements
of the system called “planning-programming-budgeting”
(PPB). The comparison of alternatives and decision-mak-
ing are carried out through analysis according to the cost-
benefit and cost-eflectiveness method.

In individual capitalist countries, the cosl-benefit meth-
od is used as being the most suitable for considering the
alternative investment decisions for five, ten, or even more
years ahead, for this mcthod allows different varianls for
altaining gpecific goals to be compared. It is used to esti-
mate outlays, above all investment oues, including the
cost of the resources required and the cffect (benefit) from
implementing a given decision.

The example of the PPB system shows thal investment
programmes take no account of public interests, All cal-
culations of holh expenditures and effecl are made in mar-
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ket prices. Even so, the dual nature of state investment
programming nccessilales a search for compromises be-
tween private and unational economic cliects. Such a com-
promise was allogedly found with the help of the “sur-
plus” effect, or the increment in the producer's profits
from the investment made and the income of the consum-
er couditioned by ithe drop in the price resulting [rom
such new investment. The “social profitability™ of iuvest-
ment is deternmined by the limits of the mutual benelil to
producer and consumer, This indicator introduces nolhing
[undamentally new into the approach to measuring the
efficiency of investuent. lis cmergence is connecled wilh
the function ol social “bencfit”, measured by the depen-
dence of the incremenl in production, given dynamic prices
and marginal costs on the increwent in outpul.

Marx in his time showed thal Lhe motive behind capi-
talisation of Lhe entreprensur’s income is the pursuit ol
superprofits and profits, regardless of whelher Lhey are
measured in marginal tering or otherwise. Bourgeois ecoun-
omisls claim that the determinalion of the maximwn
consumption benefit (in ollier words, Lhe overall ecouomic
cffecl from each unit ol investmenl) is an eflect for the
consumer, regardless of whether it represents Lhe state,
the 1nunicipality or the private consuiner. An attempl
was made in France Lo find the consumplion benelil for
state investmenl in the extraclion and distribution ol nal-
ural gas and in the road network.

The overall wend towards the developmeul of productive
forces under capilalismm has never been denied in Marxisl
political economy. Even in the third volume of Capital
Marx wrote: ““The contradiction, to pul il in a very gener-
al way, consists in that the capitaiist mode of production
involves a lendency towards absolute developmeunt of Lhe
productive forces... while, on the olher hand, its aim is
Lo preserve Lho value of the existing capital and promoto
its soll-expansion to the highest limit.”"!

Having established the historical tendency in the de-
velopment of productive forces under capitalism, Marxisl
political economy showed that capitalism uses such devel-
opment in the interests of large-scale private property.

U Karl Marx, Capital, Vol. I, Progress Publishers, Moscow,
1977, p. 249.
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This constitutes the limitation on attempts to adapt the
methodology for investnent programming both Lo the needs
of society and Lhe interests ol enlropreneurs.

The experience of investment programming in the devel-
oping countries. The way investment programmes are
drawn up in the developing countries is based largely on
the theory and practice of investment programming in the
industrialised capitalist countries. This is understandable,
for a considerable share of the new construction is car-
ricd out with the direct or indirect participation of firms
from the latter countries. In the socialist-orienled countries,
new enterpriscs and other projects are buill with hetp from
the socialisl states. In these cases, the investment plan-
ning melhods used in Lhe socialist slates, especially for in-
dividual projects, excrt a dircet influence on the meth-
odology for drawing up investment programrmes.

The compilation of an investment programme, however
simple its form in the developing countries, is the point
of departure for all the state’s aclivilies thal these coun-
tries call cconomic planning. The planning ol capital in-
vestinent in the developing countries has evolved over the
lasl twenty years from oullines for individual investincnt
projects to the preparation of comprehensive investment
programmes. Originally, the investmenl programme was
just a list of projects, not well co-ordinated with one an-
other or with tho state budget and not always feasible in
terms of resources, Now the aim is obviously for the in-
vestnlent programme to contain a selection of investment
projects that is uniled in its target function, restraints
and mutually complementary nature, and whose individual
projects combined will speed up cconomic development.
in the developing countries’ planning practice, such a pro-
granune is siill a rare occurrence, but the overall development
of investment programming is tending in this direction.
The contemporary idea of the inveslment programnie in
these counlries took shape under the impact of the pew
methods for measuring the cfficicncy of investment (cost-
effcctiveness analysis), the methods for assessing projects,
for drawing up budgel estimates for the programmes
(planning-programming-budgeting),  neiwork  planning
utethods, and eptimal programming.

Cosl-effectiveness methods were first used by American
designers and builders in the late 20s and early 30s dur-



ing the building of large-scale government hydroelectric
projects, such as those in the Tennessee Valley. Supple-
mented by operations research and systems analysis, they
are used widely to assess investment projects everywhere
in the capitalist countries. Considerable efforts are made
to advertise them in the developing countries, too.

The methods for assessing projects spread quite rapid-
ly after the carly 50s in countries that had won politi-
cal independence, when they were confronted with the
tasks of economic construction, and the governments of
these countries made attempts to apply certain elements
of planning. Originally, these methods were confined to
assessment of individual projects, but subscquently their
sphere of application broadened. They hegan to be used
to assess complexes of projecls, to assimilate the latest
methods of programming, network planning, caleunlation
of related and indivect results., This was furthered by the
spread of the idea of working out budget estimates for pro-
gramunes, which introduced a certain ralionalisation into
the chaotic and extremely imperfect investment syslems
in the developing counlries. The draft planning of individ-
ual projects is no longer considered in isolation from the
national economic programme. The programme budgots,
macro-cconomic draft plans containing realistic invoest-
ment projects, have led planners to the elahoration of
comprehensive investment programmes meeting the de-
mands of industrialisation. This is quite a major advance
compared with the first steps in macro-economic planning.
when altenlion was focnssed on only general estimates of
macro-values on the hasis of expert assessmenis in Lhe
form of national accounts. The task of drawing up a com-
prehensive investment programme on the national scale
necessitated the elaboration of comprehensive programmes
of regional planning and programmes for industrial-agrar-
ian estates, loo. This made the planning services of the
developing countries seek methods for the day-to-day man-
agement of investment programmes on the average sec-
toral and regional level, and methods for supervising their
fulfilment.

The specific wavs in which the methods for drawing up
investment programmes are being adapted to (he condi-
tions in the developing countries can be traced from the
example of Lhe methods recommended by the UN LEconomic
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Commission for Latin America (ECLA) and the Econom-
ic Commission for Asia and the Far East (ECAFE). The
recommendations  of both commissions characteristically
attempt to ascertain and co-ordinate the various criteria
for assessing efficioncy: geuneral economie, private, eco-
nomic. and the use efficiency of individual types of
resource.

Scveral general economic (in a certain sense national
economic) criteria are used. The most widespread is the
indicator of the ratio of value added to capital, which re-
flects the efficiency of capital on the national cconomic
plane.

Tn assessing a project from the point of view of its value
for the national economy, the increment in the national
product per unit of the sum total ol resources allocated for
the projeel is the first priority consideration, The ECLA
methodology recommends applying the criteria of national
econonmic efficiency proposed by Hollis Chenery:

+E—M L--3 0
RMS= 222 M LHTatO N (qp 1 By,

where RMS —is the increment in national cconomic ef-

ficiency;

K —is the increment in capilal (investment):

xr —is the increaze in the value of the annnal
product produced by the project, at markel
prices, after taxes, «ubszidies and duties
have been subtracted:;

E —is the value added resulling from cxternal
economies;

My —is the value of imported goods;

L —is the value of manpower;

M —is the value of local materials;

O -is fixed assets, expenditure on management
plus compensation;

11 —-is the coefficient of divergence from the
currency exchange rate;

a —is the coefficient combining the deprecia-
Lion rate and the intere<t on foreign loans;

B —.i= the cocfficient of the influenee exerted by
e ecosts involved in commissioning the
project on the balance of payments (mean-
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ing that part of investment to be paid off
in foreign currency);

By - is the coefficient of the influence cxerted
on Lhe balance of payments by the costs in-
volved in commissioning the project (in-
comes and outlays in currency from the com-
missioning and functioning of the project).

Another desire observed is to take account of dircet and
indircct expenditures and the results of implementing proj-
ects under the conditions pertaining in the developing
countries. This is illnstrated by the crileria for selccting
projects as proposed by Lhe ECLA experts. These crileria
are based on coefficients of the ratio between the value
added (dirvect and indirect) of the project and all costs (di-
rect and indirect). The value added is calculaled for the
entire service life of the project, with subsidies, laxes and
duties subtracted. The indicalor has the following form:

Vo  VAP--VAP' L-VAP"

i (cpicp'm ’

where V, -is the full value added;
VAP - is the value added ol Lhe project;
VAP" —is the value added including previous out-

lays;

VAP” —is the value added including future oul-
lays;

cpP ~is the outlays on the project;

CP’ —is the ounilays necessary lo receive the in-
direct value added;

n —is the ratio of the market price of the fac-
tors used aud outlays;

i —is the complex of outlays.

In contrast to integral indicalors of officiency, fraction-
al criteria presuppose the summing of characteristics and
then the vanking of the various projects accordingly. These
fractional criteria are, as a rule, the following:

—an estimale of the uet profitability (the correlation
between Lhe value of the outpul and the cost of producing
it from both the privalte and the pational economic point
of view);
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—an assessment of comprchensive development (ana-
lysis of the possibilities for including the new project into
the existing cconomic system, the possible impact of the
given project on other sectors);

—an assessment of eeonomic equilibrium  and  growth
(analysis of the impact of external and internal trends
and changes);

—an assessment of the impacl on the balance of pay-
ments (analysis of the positive and mnegative aspects of
the impact exerted on the balance of payments by the
commissioning of the given project);

—an assessment of the socio-economic aspeels of com-
missioning the given project (the nced for skilled person-
nel, the improvement or deterioration in sanitary condi-
tions, and so on);

—an assessment of “experience and competence™ (what
the consequences would he of commissioning an analogous
project in another place under similar condilions).

If investment projects came under one sector then, de-
pending on the efficiency indicator and the importance of
the criteria, the right projects will be chosen. When projects
from different seclors are compared, the problem of sec-
toral prioritics arizes. Only on Lhe basis of these can proj-
ccts be drawn up and assested. This gives rise to the need
for priority categorics to be formulated. For instance, the
Latin American countries use the following order of sig-
nificance of inveslment:

—investient in making full use of existing capacities;

—priority projects (of the long-lerm and short-term
plans);

-prepared and feasibility-tested projects eliminating
bottlenecks, with a short period for attaining “maturity”.
giving an increment in export revenues, cutling oullays
on imports, close to optimal technological scale, thus al-
lowing them Lo compete on the world market;

~labour-intensive projects:

- -projeets for social and cultural development.

With such an approach, however, Lthe problem arises of
establishing sectoral priorities, since they might change as
the targets sct in the plans are attained. Some aspecls lose
their priority importance as the economy develops. Ex-
perience in developinent programming has made the fol-
lowing approach workable: after the original level has
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been carefully studied, the sector’s ability is analysed to
create new enterprises on the basis of rough expenditure
estimates for the entire sector, and not for individual proj-
ecls. Yet the problem of substantiating the criterion still
remains unsolved (even when the potential production
costs of the sector are calculated), for the interconnec-
tion belween investment decisions must be taken into ac-
count.

For this reason, in the 60s many planners in the devel-
oping countrics believed that, from the national econom-
ic point of view, the distribution of one type of resource
between different variants was only possible using dy-
namic intersectoral models, i.e., taking into account not
only intersectoral ties, but also the relations betwcen
stocks and flows at different times. As already noted, how-
ever, the construction of complex econometric models is
complicated in these countries primarily by the lack of
information. When the necessary data can be collected, an
optimal solution is possible. This was demonstrated in one
of the first comprehensive investment programmes com-
piled under the leadership of Alan S. Manne using Mexican
data, according to the so-called *analysis of processes”
method, i.c., a fairly detailed analysis of the possible pro-
duction processes for producing individual items of unlim-
ited composition.

Manue's model considers two key aspecls of economic
development: the interconnection between investment deci-
sions in the various sectors and import substitution. It
covers 12 sectors: paper production, the key chemical in-
dustries, petrochemicals, oil extraction, the production of
cement, steel smelting, the production of copper, alumini-
um, metal casting, the production of machine tools, eclec-
tricity, railways. The model containg 148 lines (products)
and 446 columns (types of activity). Of the 148 products,
103 are produced in key sectors. The model is designed
for a ten-year period, with the base year of 1962.

The first variant for calculation is based on one crite-
rion: satisfaction of the exogenous demand of key sectors,
given minimum currency outlays. The second variant al-
lowed scveral alternative criteria to be applied: minimisa-
tion of foreign currency outlays, minimisation of full costs
al markel prices, minvimisation of full costs at accounting
prices for foreign currency and capital.

185



The caleculations bhased on the first variant indicated
that Mexico should initiate a broad programme for creal-
ing new capital goods branches. This recommendation met
with a sceptical response from many people owing to the
low absorptive capacity of the Mexican market. In the
second variant, special attention was therefore focussed
on analysis of 12 types of equipment: whether to produce
them nationally or import them. Taking similar enterprises
in the UUSA as their basis, the model’s authors showed
that the Mexican market in 1972 was sufficient only
for the production of a few types of engineering output.
The calculations indicated that the volume of Mexica's
traditional imports for 9 seclors, i.c., the potential Mexi-
can market, was higher than the reprcsentative scale of
American enterprizes. The oulput of three branches not
included in this group (turbines and generators, ships, and
train engines) should be imported or, if import substitu-
tion iy decided on, production should be oricnted on the
regional market wilhin the Latin American free trade
zone.

Substantial difficulties in drawing up investment prog-
rammes result from the use of market prices, which do
not provide for the optimal distribution of rcsources, as
cvidenced by the experience of the developing countries.
It is unrealistic, however, to distribute resourees optimally
on Lhe basis of accounting prices, if the actual market
prices diverge considerably from them. Gunuar Myrdal
wrole that ‘“the abstract and melaphysical concept of ac-
connling prices cannot help to solve the theoretical and
practical problems facing South Asian planners. It stands
oul as a typical example of the pseudo-knowledge, given
a learned and occasionally mathematical form, that un-
fortnnately has formed a major part of the contribution
of Weslern economics to the important tasks of ascortain-
ing the [acls in underdeveloped countries and creating a
framework for policies designed to engender and direct de-
velopment.” !

In any economy where the private seclor predominates,
the optimum criterion is expressed through market prices.
The entreprencur will not undertake projects that do uot
ensure him normal profits under the given conditions, but

! Gunnar Myrdal, Op. cit., p. 2039.



are cconomically efficient with respect to the development
of the national economy as a whole. Consequently, in or-
der to ensure that the privale sector undertakes precisely
such projects whose efficiency is determined in accounl-
ing prices, lhe government’s ecconomic policy must in-
chude a whole set of measures providing for ils realisation.

Planning Labour and Programming
Personnel Training

Oue cxtremely important element in any overall nation-
ul plan and cconomic programme is to determine what
constitutes efficienl utilisation of the country’'s labour re-
sources. The quanlily of manpower must satisfy Lhe de-
mand of the economy as a whole, of its various sectors, and
especially those that are developing most rapidly. The
planning and programming of skilled personnel (raining
is a major precondition for raising produclion efficiency.
Yet in countries wilh different systems, the tasks includ-
ed in national plans and programmes in the sphere of la-
bour resources cannot be identical.

Labour planning in the USSR. In national economic
planning the USSR has accumulated considerable expe-
ricnce of resolving Lhe problems involved in utilising man-
power and training personuel. This was originally con-
nected with the fulflment of the complex development
tasks in the transitional period. Even so, in the USSR this
expericnce has been accumulated given the predominance
of public ownership of the means of production in the lead-
ing scctors of the economy, aund then planned manage-
ment of the economy on a country-wide scale.

The atlainment of high and stable econoniic growth rates
depends to a considerable extenl on the possibility of
cusuring full employment. Hence the organic link is ob-
vious between the plan for labour and the other sections
of the plan, particularly with the production and con-
struction programmes of the national economic plan. The
multilateral dependence of the labour plan can be illustratl-
ced by the influence exerted by the volume of inveslment
and its scctoral distribution on the efficiency with which
manpower is used. A rapid incrense in the volume of pro-
duction and a high rate of increase in produclive capaci-
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ties arc usually conneected with a rise in the employment
level. At the same time, the volume of production and the
scale of capital construction depend on manpower resources,
their skills and labour productivity. Under socialism,
the labour plan is linked with virtually all the sections of
the national economic plan: the plans for commodity turn-
over and socio-cultural measures, the financial aspects of
the plan, the plans for introducing new technology, and
80 Ol

Throughout the development of the Soviet national econ-
omy, the labour plan has been geared to meeting the na-
tional economy’s demand for manpower and lo ensuring
full employment of the able-bodied population. At pres-
ent, the training of skilled personnel is planned in accord-
ance with the requirements of modern technology. In
this, attention is focussed on the usc of labour resources by
the country's regions and on the migration of manpower
between regions and from the countryside to the towns.
The result of all this work on the labour plan is to pro-
vide for a steady and rapid growth of labour productivity,
a rise in the numbers employed in the public cconomy and
an improvement in the quality of personnel training, plus
a better standard of living.

The socio-cconomic and demographic conditions deter-
mined the specific ways chosen for attaining these targets,
ways that had their own specifics at different periods in
the cconomic development of the USSR. One constant fea-
ture of planning in the USSR over the last sixty-odd years,
however, has been the combinalion of a growth in la-
bour productivity with an increase in the number of pco-
ple employed in the national economy.

The claboration of the labour plan is carried out in two
stages: first, the use of manpower in the period preceding
the plan is analysed, and then plan calculations are made
for a particular period. At the first stage, the main trends
and problems in the use of manpower are pinpointed —
the positive and negative aspects of the use of manpower
in the past, not only in the national economy as a whole,
but also by seclor, on the territorial plane. Demographic
analysis of labour resources helps in determining hoth la-
bour resources in general and manpower reserves,

Analysis of the usze of labour resources in the previous
period ensures that the problems that have arisen are
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studied thoroughly enough and ways ascertained for solv-
ing them. This serves as the point of departure for elab-
orating Lhe labour plan.

In labour planning in the USSR, two types of indicator
are used. One group consists of accounting indicators used
lo substantiate the plan, the other of the labour plan tar-
gets.

For estimating the national economy’s demand for man-
power of the required professions, skills and sex and age
structure, Lthe influence exerted by technological progress on
the overall economic proportions in employment and quali-
lative shills in manpower is studied. This allows the scale
and spheres for the training of skilled personnel and re-
quired investment in the development of general and vo-
cational education to be determined. At the same Llime, Lhe
probable increment in Lhe able-bodied population is esti-
maled, its demographic composition, the possible level of
general education and vocational training ascertaincd.

A balance between the demand for manpower and avail-
able labour resources is not achieved direclly, bul by co-
ordinating the goals and tasks in the employment spherc
with those of economic and socialist development. The
inercase in the volume of production, the increment in
productive capacity, and the rise in the machine-to-worker
ratio arc expressed in the number of workers. The ways
developed for balancing the demand for manpower and
the amount available are based on the principle of inler-
connected solutions to problems in the employment spherc
and those arising from the goals and tasks of overall
economic developmenl. The best balance is achicved when
the interests of all socicty are taken into account in this.

For this purpose, a wide system of accounling indica-
tors of the plan are used. These include multiple variants
for the use of manpower based on different parameters of
national economic developmenl. The goal of variant cal-
culations consists in finding the best application of man-
power.

Since planning began in Lhe USSR, a major role has
been played by the balance method, which allows the plan
tasks for labour to be co-ordinated at all planning levels—
from the enterprise to the central planning bodies. The
resull of all Lhese plan calculations is the master man-
power balance, which is used to make labour resources cor-
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pespond to the demand for them in the national economy,
to ensure Lhe necessary proporlions in the use of labour
resources by cconomic sector and region, and a rational
distribution of labour resources.

In determining the best variant of (he plan, calcula-
tions are made covering various aspecls of manpower use.
This, in torn, allows planners to limit the number of di-
rect plan indicators for labour Lo a gpecific minimum. The
national cconomic plan is so consiructed that a number of
indicators are levers for implementing it. They are geared
to regulating population migration, the drawing of man-
power into new, fast-growing branches of industry and
sectors of the economy. Such levers are the wage level
dilferenliated by sector and region, the development of the
network of municipal services, the rapid development of
housing construction, and so on.

Elaboration of the labour plan is based on specific meth-
odological principles, cspecially the provision that the
development of socialist production be accompanied hy
full employment and a steady rise in the slandard of liv-
ing. In this connection, the planning of labour must pro-
ceed from a comprehensive approach Lo calenlating the
factors behind cconomic development and the scale of pro-
duction influencing Lthe use of labour resources. Another
labour planning principle is the search for the hest com-
bination of investiment and manpower utilisation; this al-
lows the moslL imporlant proportion in the dislribution of
manpower to be established during the formation of the
decisive national economic indicators.

Assessment of the possible social consequences of the
intended use of manpower in individual scetors and re-
gions is another key methodological principle of planning
labour resources.

At the present time, the variant method is used in the
seareh for the besl way Lo utilise lahour resources. The
scale and detail of the plan calculations for labour mean
thal only a small number of variants can be used, owing
to the cumbersome calculations involved and the short
time available in which to carry them out. Future improve-
ment in the planning of labour will involve oplimisalion
of balance calculalions. Like in all national economic
planning, in this sphere, too, sets of mathematical econom-
ic models are coming into increasing use for optimising



balance calculations. This began virtually with the simu-
lation of the use of manpower in material production apply-
ing matrix models, allowing the most efficienl structure of
labour expeudilure in the branches of produclion lo be de-
termined. In practice, a modificalion of Lhe inlersecloral
balance expressed in labour characteristics is used. The
model makes it possible to calculale the full labour ex-
penditure per unit of output. This, however, is no more
than Lhe firsl practical step in the search for the best vari-
ant of labour expenditure in all seclors of the economy
for creating a unil of a final product with a specific struc-
ture.

The swelling induslrialisation of the entlire cconomy ne-
cessitales rapid skilled personuel (raining, and the supply
ol such personnel for the economy is a key element of the
plan balance calculations. listimates of additional person-
nel requirements are co-ordinated with the available pos-
sibilities for iraining them. When thore is a shortage of
labour resources, the first priority is to salisfy the demand
for skilled personmel in those economic seclors on which
the fulfilment of the national economic development plan
depends.

Calculation of the demand for skilled personmel includes
analysis of the changes taking place in the profession-
al and skill composition of the work force under the im-
pacl of techmological progress and determination of the
individual sectors’ demand during the plan period, taking
into accounl the trends and scale of lechnological progress.

The construction of models reflecling the use of experts
in the period preceding that of the plan is the point of
departure for subsequent calculations. Such a model per-
mils planners to ascertain the number of experts of all
specialities and at all levels available for each national
economic unit for the accounling period. A comparison of
accounting data with the imitial estimates of Lhe demand
for specialists for the plan period indicates the incre-
meunt required. This makes it possible to determine the
largets for the entire syslem of personnel training. Since
the period for training specialists does unot always coin-
cide with that of the plan, however, additional difficulties
arise. This applics primarily lo personnel with the highestl
qualifications, the need for which has to be established 8
to 10 years in advance. Il is thus essenlial Lo employ two

191



methods for considering the [actors influencing the de-
mand for skilled labour. In the coming five-year period, the
demand is established for each speciality on the basis of
summary data and draft plans concerning the devclopment
of the productive and service spheres as envisaged in the
five-year plan. For the more distant future, aggregate cal-
culations are made for groups of specialities, taking into
account the demand established for the period of the five-
year plan and the overall trends in economic development.

Methods jor elaborating programmes for the iraining
and use of manpower in the capitalist coantries. Under
the iwmpact of scientific and technological progress, pro-
ductive forecs have now reached a level at which general
education and special training of most of the work force
are essential for the produclion process.! Since the scicn-
lific and technological revolution has cimbraced virtually
all spheres of capitalist production, highly qualified man-
power is required in all scctors of the cconomy. The train-
ing of personnel is onc of the mosl important problems
faced by the bourgeois state, but all slages in the educa-
tional cycle must be co-ordinaled if it is to be solved.
llence each private enterprisc’s demand for qualified man-
power can only be satisfied through an overall national edu-
cation and training programime, financed by the budget.
In this, the contradictory nature of the capitalist system
is clearly revealed. Some bourgeois researchers have had
to admit that the market mechanism for distributing la-
bour does not function satisfactorily.

The specific solulions to the problem of personnel train-
ing in the capitalisl countries influence the principles
and racthods for state programming in this sphere. In
working out programming methods, the point of departurc
is the combination of demographic forecasts, estimates of
the demands of production, the scientific research, services
and management for manpower of diiferent qualifications
with what is called education economy.

Labour resources are cstimated from demographic fore-
casts. On tho basis of information on the existing educa-
lion system and its facilities for providing particular types
of education, a first estimate is made of the level of

! The volume of scientific and fechnological research doubles
every 10 to 15 years.
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personncl training. The numbers of the work force, its
professional and skill structare are delermined by various
methods, from surveys of firms down to calculations based
on data lor the development of production, services and
management according to the macro-economic draft cal-
culations of overall economic models. From these two types
of forecast the amount by which the oxisting structure
of the work force differs from that required can be cal-
culated. This provides the basis for programming in the
sphere of personnel training and education.

The most important of all the methods used for fore-
casting the professional and skill structure of the work
force are the [ollowing, The traditional approach is the
firm survey. This consists in preparing data on the de-
mand of entrepreneurs Jor manpower in gencral or of a spe-
cific level of skill for a specific period. The compilers of
such forecasls do nol analyse changes in the sphere of
technology and productivity, which is up to the firms them-
selves. ! The forecaster simply sums the demand ol firms for
manpower. The drawbacks of this method are of a concep-
tual and a methodological nature, the lalter arising from
the lact that the survey is always based on samples. Since
the demand for maunpower is the result of a combina-
tion of dilfcrent conditions and factors, Lhe representative-
ness of the firms selected is quile relative and declines as
the time horizon ol the forecast is incrcased. This method
is more suited to short-lerm forecasis not connected with
long-term programmes for personnecl training.

Another widespread method is extrapolation of existing
trends in the employment sphere. This is used for distrib-
uling the total number of employoes by sector and job
for the forccast period. In this, an interconmection is of-
ten cstablished between some economic indicator and the
level of employment in a particular profession. Thus, in
Holland, the point of departure for determining the de-
mand for engineering and technical personnel is the volume
of the predicted national income. In the USA, use is made
of the ratio of such personnel to total employment in each
scctor and the level of business activity in the branch.
Such forccasts are based on dynamic scries characterising

' Only French government bodies ask firms to present fore-

cast data on employment, including these on the corresponding
volumes of production.
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employmenl by sector and trade for usually not less than
a 10-year term. In France, such series for up to fifty years
are used. The drawbacks of this method are evident,
considering the growing speed of changes in the structure
of the economy and the appearance of new sectors and
professions every decade. Moreover, such a method pre-
supposes the availability of reliable statistics on employ-
ment (broken down by sector and profession) for a long
term.

If such statistics are nol available in the country, inter-
nalional comparisons arec made. In such cases, the main
demand for eslimaling employment and the training of
personnel comes down to the choice of comparable devel-
opment levels. Thus, in Ilaly, the estimate of the manpow-
cr demand in 1975 for individual scctors was delermined
on Lhe assumption that labour prodoctivity in these sec-
tors would reach the 1960 labour productivity level in
France. Such an approach is based on the idea that spe-
cific developmenl stages are identical for all countries.
This assumption is now extremely doubtful, since the
world division of labour and exchange of techmical pro-
cesses makes it possible to base production in individual
seclors on the latost technical processes and labour organ-
isation, linked to a lesser degree to the overall level of
econontic development.

The so-called economic method is recogniscd as the most
cfficient instrument [or forccasting employment and per-
sonnel (lraining in the industrialised capitalist countries.
This involves the following stages:

—construction of an input-output table showing in-
lersectoral flows and levels of final demand;

—transformation of the input-output table into a mat-
rix containing coefficients of expenditure characteristic of
each sector;

—eslimation of the total demand for manpower on the
basis of the production level;

—construction of a mairix of sectors for types of activ-
ity, showing the distribution of total manpower require-
ments according to type of job.

The main difficulty involved in this approach to forec-
casting manpower is Lhe shortage of information and suf-
ficiently delailed data. This method is quite expensive and
requires a considerable amount of efforts by a large group
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of experts. Since the matrix of professions includes a large
number of industries and types of employment, many
characteristics have to be periodically reviewed to take ac-
count of new data obtained from spocial research.

Developed programming includes five main stages:

—the demographic forecast, including the dynamics of
population growth, changes in the sharc of the economi-
cally active population, the influence of manpower migra-
tion, and so on;

—{forecasting of the distribution of manpower by the
main spheres of the economy and industries;

—forecasting of the professional and skill structure of
the work force in the country as a whole and within indi-
vidual sectors;

—-building a model of interrelalions belween the pro-
fessional, skill and the general educational structure of
the work force;

—comparison of the estimated demand for personnel pos-
sessing particular skills and education wilh the actual facili-
ties of the existing general and vocational education system
and, as a result, the revelation of boltlenecks in the person-
nel training system.

Then decisions are made for a suitable restructuring of
this system.

Forecasts of the demand for manpower and programmes
for training specialisls are much more difficult than are the
demographic ones from which the potential manpower mar-
ket is judged. The difficultics involved arise from the fact
that the demand for manpower cannot be estimated on the
basis of data for previous years. In the production sector,
for example, the demand for manpower depends on many
indicators: the volume of production, labour productivily,
which is influenced, in twrn, by the size of investment in
new technology and production techniques, as well as other
factors.

The demand for manpower in other sectors of the econ-
omy is largely determined by the volume and structure
of public investment. The volume and structure of produc-
tion (above all consumer goods) are mcanwhile influenced
by the level of employment and incomes and the structurc
of consumption (depending on the level of education and
the nature of the work, etc.).

The development of production, qualitative changes in
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manpower and the structure of consumption are all dynamiec,
interconnected and inlerdependent processes. This makes it
difficull to seleci the approach to programming Lhe forma-
tion of the work force. The cyclical development of the capi-
talist economy leaves its mark on any calculation method
used, be it extrapolation of trends or standard estimates.
Fach method is based on assessments for some past poriod
and so reflects only one phase in the development cycle. Up
to 1967 in the USA, outlays on higher education did not
correspond to the rise in the expenditure on scientific re-
scarch. As a result, the deficil of scientific and technical per-
sonnel became increcasingly worse. The subsequent rapid rise
in these outlays at first brought a balance of the de-
mand and supply for highly qualified personnel, and then a
surplus of specialigts. Thus, the influence exerted by govern-
ment bodies and private firms to overcome this Lendency did
not bring the desired results.

In spite of the limited nature of calculation standards for
data {rom past years and of trend extrapolation, they do pro-
vide Lhe basis for programming in the sphere of manpower
training. ln order to delermine the future demand for man-
power in each economic sector modificalions are used of the
input-output system, consisting of estimates of the
labour intensity coefficients in cach economic branch or
service sector. This set of instruments may be im-
proved by adding the trends in produclivity changes to the
labour intensity coefficients. Available forecasts as a rule
underestimate the productivity factor, resulting in an over-
statement of the incremeunt in employment.

Determination of the overall demand for manpower by
sector is only the first step in drawing up the programme, for
the professional and qualification structure of the work force
in cach sector is not yet clear. In order to make the transi-
tion from estimates of general demand to the qualification
and professional composition, so-called *“overall standardi-
sation” of the training level is introduced, i.e., the profession-
al and qualification category is defined. French economists
have established a general gradalion of professional training,
according to which top administrative personnel and engi-
neering stall must go through at least 11 years study after
finishing school, administrative personnel with a technical
education must go through seven years, foromen and super-
visers—4 or 5 years, and skilled workers—3 or 4 years.
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A staggered table is drawn up for intersectoral models,
including manpower. Its horizontals consist of the profes-
sional and skill categories, while the verticals stand for the
sectors. Each square of the table must give the numbers
employed in the particular trade and sector of which it
forms the junction. Given data on the base year of the fore-
cast and an estimate of production development, the table is
indicative of changes in the professional and sectoral struc-
ture.

In order to egtimate the demand for workers, engineering
and technical personnel of specific professional and skill cat-
egories on a country-wide scale, forecasts are used for each
sector separately and then ageregated, which allows the
drawbacks of the standard approach contained in intersec-
toral models to be avoided. The theoretical research carried
oul by Western economists recognises the nced to combine
the two approaches. This <1pphes above all, to calculation
of the demand for workers in the higher and ‘middle technic-
al categories, owing to the rapid retooling of production
with new and more sophisticated technology requiring great-
er skill. The most widespread approach to estimating the
demand for Qchia]i\ts with higher and medium qualifica-
lions consists in detelmmmg the corresponding proportions
belween experts of the given categories and extrapolating the
indicators describing theu proportions for the future period.
Theoretically this can be imagined as the building of a pro-
duction function with a dctailed isolation of the dependence
of the production volume on the use of various categories
of worker.

The programme for the development of the education and
personnel training system is based on a comparison of em-
ployment throughout the economy and in a number of sec-
tors, ag well as in terms of professional and qualification
categories at the beginning and the end of the period that
the programme is in force. By establishing the dependence
between investment in production and the infrastructure sec-
tors, expenditure on education as a whole and on vocational
training and retraining, the bounds ol Lhe given programme
are defined.

The rosulting estimates of the demand for manpower serve,
as il were, ag the maximum possible allocations for cdu-
calion and personnel training, which means the limits for
financing the development of the national educalion and per-
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sonnel training system. The standards and coefficients de-
scribing the education “economy” are used for drawing up
detailed drafts for the main categories of profession and
qualification.

The specifics of planning and forecasting employment and
personnel training in the developing countries. The most
important factors giving rise to difficulties in the economic
growth of these countries include their acute shortage of
qualified personnel in virtually all sectors. The reasons for
this situation are rooted in the colonial past. The underesti-
mation of the importance of the education and personnel
raining system when the developing countries’ cconomies
were initially being established resulted in serious imbalances.
The demand for qualified manpower in these countries is
enormous, while the unemployment level is constantly rising.
The shortage of skilled workers and engineering and technic-
al personnel is one reason for the paradox that, in spite of
the tremendous need for development of modern production,
the amount of idle capacities is growing in many industries.
On the other hand, there is also a huge outflow of local
qualified personnel, since many experts have to leave their
countries in order to find jobs. The lime required to train
qualified personnel also influences the imbalance between the
supply of and demand [or experts in particular professions.
All this testifies that the random principle is not suitable
for solving such a complex problem as personnel training
in countries that are trying to speed up their economic
growth and lay the foundations for economic independence.
Moreover, in the developing countries, the problems of using
manpower have a clearly social content. They are connect-
ed with the scale on which experts are being trained in var-
ious professions to provide for the development of the na-
tional economy not only at present, but also in the relatively
distant future.! These offorts are directly related not only
to the formation of new labour and professional skills, but
also to changes in the worker's psychology, attitude to work,
and the development of new incentives to activity. The impor-

! According to UN oxperts’ appraisal for 197180, only the
industry of the developing countries will be able to absorb about
30 million new workers, which means thal about 3 million people
a year need lo be trained for work in indusiry. Tn addition, work-
ers, engincering, technical and other personncl alvcady employed
in induslry must be retrained. Such personnel number over 100 million.

198



tance of this aspect of general and vocational education and
upbringing derives from the fact that, for hundreds of years,
colonialism has instilled the worker-and-master psychology,
the cornerstone of which was disdain for constructive work.
The striving of imperialist quarters to advertise the idea of
the “consumer society” in the newly-free countries leads to
the spread of parasitical attitudes to life. Thus, the mould-
ing of a new, active, creative attitude to work is one of the
most important tasks for the state and society's advanced
strata.

The understanding of these and other aspects of the prob-
lem of training and using personnel is increasingly being
expressed in attempts to include various indicators of per-
sonnel training in the national development plans, attempts
to co-ordinate the development plans for the system of the
education and training of experts not only with the financial
aspects of the development programme, but also with the pro-
duction programme. There are many difficulties here, mainly
because these countries have virtually no reliable statistics
on employment and the professional composition of many
economic sectors, while the traditional education system is
not geared Lo solving problems of socio-economic develop-
ment. In order to overcome the tremendous backwardness of
the newly-free countries, a permanent system of education
and upgrading of trade skills is needed not only for new
contingents of factory, office and professional workers, and
so on, but also for the entire work force.

The key problems of actual planning aclivities in the edu-
cation and training sphere are:

—the formation of reliable statistics for estimating the
economy’s demand for the numbers and level of profession-
al training and for objectively assessing the possibilities
of the existing education and training system;

—the rejection of the one-sided approach to the education
and training sector as an autonomous system and the carry-
ing out of all planning in this sphere as a part of overall
econontic planning;

—the crealion of a single system for co-ordinating all
types of education and personnel training since, as arule,
this training has a fragmentary financial basis, i.e., is fi-
nanced from different sources.

A gencralisation of the curren! and desirable methods for
planning education is given in the UNESCO model ! for
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education planning, which was drawn up on the recommen-
dation of the conference of education ministers and heads
of establishments for planning the economies of the
UNESCO member countries in Asia and the Far East. It
wag used for forecasting in the education sphere in Lthe Arab
states, too. This model covers the system of general educa-
tion ag such. It consists of three blocks: the first describes
the contingent of students; the second—the availability of
teaching staff and the demand for teachers: the third--out-
lays on implementing education programmes. The model is
a system of interconnected standards. Its descriptive part
can be illustrated by a list of expenditure indicators, such
as the expenditure per student, determined from the follow-

ing:
Ft
Vi=rto Bt vt S +e +L+m 40,
¥

where V{—is current outlays por student:
F'—is the average wage of teachers;
f--is the number of students per teacher:
t—is the type of class or education stage;
y--is the year;
a—is other outlays on maintaining the teaching
staff, in contrast to direct wages, per student;
B—is overhead expenditures (expcndituees on ge-
neral management) per student;
y—is outlays on the maintenance and current
repairs of educational premises per student;
8—is the cost of books per student;
e—is charitable expenditures (school meals and the
like) per student;
{—is additional outlays (transportation, eic.) per
student;
n—is grants per student;
®—is the cost of teaching aids, apart from books,
per student.
Current costs for any group are equal to

t t gt
Vi=wkEy,

o .
where vy —is current outlays;
E—is the student intake.

! The model was used in Spain.
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The overall sum of current expenditure for the entire cdu-
cation system is

Vy = (1+iy) 2 V:n

where i -is the correlation between expenditures on central
administrative bodies (which cannot be redistributed by in-
dividual aggregate groups of classes) and all other current
costs.

In estimating investment, the student place is taken as the
unit of measnurement, according to the ratio

Uy = YAyhy + vy + Erty - pps

where u—is capital outlays per student place;
x—is the cosl of the land per unit area;
%—1is the demand for land per student place:
p—is the cost of building cducational premises and
general facilities per student place;
y—is the necessary arvea of premises for classes and
general purposes per student place;
E—is the cost of building laboratories and workshops
per unit area;
n—is Lhe necessary area of laboratories and work-
shops per student place;
0—Iis the cost of furniture and other equipment per
student place.

The number of additional student places to be built is
worked out from the number required to increase the slu-
dent contingent, plus the number required to replace existing
ones, which can be cxpressed as

D,=Ej. —(1—2}) E,."

where [)—is the number of student places to be built (for
the full period of their use);
r—Iis the number of existing student places to be

replaced.
Investment for any group ig equal to

Uy =Dy,

where U- -is capital outlays.
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Correspondingly, the total sum of capital outlays for the
system is:

U,=3Us.

The sum of current and capital expenditures for any ag-
gregate group of classes (C—is the total sum of outlays) is
cqual to:

Cy=Vy+Uy,

and for the enlire system is:

C,=V,+U,.

Generalisation of the models and the forccasting ol quali-
fied manpower in praclicc were also undertaken by UNESCO.
Accordingly, the first stage in the work is to determine the
actual number of graduates in various professions and cate-
gories corresponding to the possibilities of the existing edu-
cation and personnel training system. The noxt stage con-
sists in adjusting the information obtained during the first
stage in accordance with the so-called coefficient of partici-
pation in labour activity

O<LeL1.

The purpose of this, in the opinion of the UNKESCO experts,
is to take account of the real supply of new qualified per-
sonnel. The third slage involves estimating the total num-
ber of skilled specialists with a given speciality, including
those already working, to which data on new personnel are
added and on those withdrawing from the work force sub-
tracted (retiring, dying, leaving work, and so on). In this, the
transition of specialists from one category to another is tak-
cu into account using empirically set coefficients. Since it
is possible Tor the number of specialists trained outside the
framework of educational centres to increase, a special coef-
ficient is also introduced for Lhis faclor. Al the fourth stage,
the numbers of people in a particular profession, determined
as described above, are distributed belween the scctors and
spheres of activity using corresponding distribulion coef(i-
cients (use ol labour resources).
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The parameters required for such calculations can be cou-
densed into a model of the following type:

f i, . Y (8 8)
<I)§,’ E)=d§l s’)(DEJE)’ >T’ d§/ o __ 1,
N(t. g) — ¢ (t. g)(p(f, E)

t, ¢, i, t, {
M( 2) S(E) ( 8)_*_7\'( g) wl(l_g ) [b(a’)
4 g+1 i, (, 8) (t, 8)
+ag§t ) Mﬁ,-f’+[1+0y Ny ©,
1, 8.0 L g Loe N O, 8@
My 87 — gffs B OMP NS gl © P =t

-

where y—is the year;
t—is the ficld of training;
g—is the stage (i.e., the level of the education re-
ceived, characlerised by its final stage);
a—is the sector of economic activity,
The variables are:
O —the output of the education system;
N—fresh rceplenishment to the work force;
M —the total work force;
d—the proportion of the graduates distribution by speciality;
e—the coefficient of parlicipation in labour activily;
S-—the coefficient of survival, a demographic indicator;
b---the coefficient of retirement;
A—the coefficient of advance from lower categories of man-
power;
()- the share of the work force replenishment not from
educational establishmeuts;
4 —the extent of the uze of the work force.

The methods for planning education and the training of
experts in the developing countries have only just begun
to take shape. Even so, there are certain features common
to planning practice in this sphere. The expericnce of the
socialist countries testifies that any form of planning and
cach special planning model for education must be co-or-
dinated with the other olements of Lhe overall economic
programme. Such a model must be based on demographic
forecasts. On the other hand, the number of people with a par-
ticular level of education or special training must be co-or-
dinated with estimates of labour resources and employment
by sector and profession. The value characterislics of the
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oullays on instruction and on the education and personnel
training syslem must bo co-ordinated with both the financial
and the resource sections of the plans (or forecasts by cor-
responding sectors and spheres).

The Planning of Foreign Trade
and Programming of the Export Sector

At the present time, virtually all countries are involved
in the world turnover of economic resources, so it is under-
standable Lhat considerablo inlerest is shown in the foreign
cconomic aspects of plans and programmes. From the point
of view of analysis of planning methods, the most interest-
ing are those for assessing the interconnections in foreign
trade and investment in the oxport sector, since it is the lat-
ter that determines the plan’s (or programme’s) impact on
the scale of forcign economic operatious and their efficiency
for the economy as a whole.

The methods for planning export production in the USSR.
In the USSR investment in expanding exports is calculated
in accordance with the master scheme for drawing up the
plan and depends on whetler exports (or part of them) are
an autonomous element of the plan or a function of imports.
In the initial planning stages, in the scctoral ministries and
USSR Gosplan, the possibilities are ascerlained for increas-
ing production in the produclive capacity under construc-
tion and that being modernised at the beginning of the plan
period, and by importing equipment and materials. An in-
crease in imports must be ensured by a rise in the export
of commodities. In this case, additional investment in export
branches is essential. The task cousists in doing this most
efficiently. The efficiency of investment in export branches
is assessed according to a number of indicators. The export
of commodities must be profitable from the national econom-
ic point of view, i.e., require minimum current and capital
expenditure on production and transportation and provide
maximum currency returns.

Foreign trade must meet the national cconomy'’s demand
for those goods that it is economically more profitable to
purchase abroad than to produce at home. In this, the
national economic expenditure on export goods sold to pay
for imports must he less than the potential cost of producing
import-substituting goods at home.
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Each project for increasing the export of oulput has to be
assessod taking all elements of expenditure into account. The
national econoniic expenditure on export production, as in
any other sector, is delermined according to the produclion
costs of the output, plus capital intensity, multiplied by the
standard efficiency coefficient.

Since such an evaluation is given for each project in in-
ternal prices, in order to delermine the extent to which il
corresponds to the needs of exports the efficiency must also
be measured in terms of foreign currency. For this purpose,
the not currency revenue [rom exports per unit commodily
is compared with the expenditure on producing it and trans-
porting it to the border.

From a comparison of the relative officicncy of the export
of individual ilems, an investment structure can be chosen
in the export branches that will give an increase in the ex-
porl of those goods that bring in the grealest income from
their sale compared with the costs of producing and trans-
porting them.,

Since capital investment in the production of exporls is
made in order to increase the export revenue and ex-
pand imports on this basis, the indicators of the efficiency
of exporls must be co-ordinated with those for the imports
conditioned by the exports.

The economic cfficiency of the oxport of these commodi-
ties can be determined considering the cfficiency of import
items that are or will be bought with the currency rev-
enue. The composition and quantity of these imports is
called the import equivalent. In turn, imports must be com-
pared with the cxpenditure (current and capital) on produnc-
ing import substitutes at home.

The indicator of the relative efficiency of the import item
X, is defined as

Z
X ":'B_: (roubles/currency roubles),

where Z,—is the expenditure on domeslic production of the
import-snbstituting commodity (determined in
the same way as the expenditure on the produc-
tion of export goods);
By —is the full currency outlays to pay for imports
and their delivery to the border.
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The indicator of relative efficiency can be used for com-
paring Lhe efficiency of the export and import of commodi-
ties within the limits of commodity turnover with a single
country or group of countries whose currencies are mutually
convertible.

In order tocompare the efficiency of expanding the capac-
ity for exports and imports to and from various countries
and in various currencies, adjustments must be made to the
efficiency indicators. These are to take account of the objec-
tively existing differences in the purchasing power of curren-
cies received from the gsale of exports and spent to purchase
imports.

If the commodity is sold in a freely convertible currency,
the mean weighted indicators of the relative efficiency of
imports can be calculaled with respect to the structure of all
commodities purchased in freely counvertible currency. If the
commodily is sold in a closed currency, within the bounds
of a single country, it is the average efficiency of importing
all commodities from the given country that must be con-
sidered.

The size of the efficiency indicator for the import equiv-
alent Xn eguiv used to specify the purchasing power of
the currency received from exporting the commodity is de-
termined as follows:

Zyll
Xn equin, = B:H: y
where Ii,—is the number of individual types of com-

modity included in the composition of the
import-substituting goods;

Z,I1, —is the summed expenditures on producing the
import-substituting goods at home;
B,Il,,—is the summed expenditures of currency on

purchasing the import-substituting goods.

As a whole, the indicators that might be applied for as-
scssing the cfficiency of each project for expanding exports
(taking into account the efficiency of the import-gubstitut-
ing goods) —X ., —might be represented as

Xen :Xe'Xn equiv.y

where X ,—is the relative efficiency of exports in terms of
currency.
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An expansion of the volume of exports of a parlicular
item, given limited production capacities, is not expedient
if the commodity is in great demand within the home coun-
try. In this case, a comparison of the efficiency of production
and consumption within the country with that of production
for the foreign market is an essential condition for
determining the efficiency of investment in export produc-
tion.

For cach new export project for investment, the limiting
parameter is the eificiency of forcign trade turnover as a
whole Xp:

Znllp
ZeIle

where Z,11, —is the total national economic expenditures
on domestic production of the imports pur-
chased in an individual country, group of
countries, or on the production of all items
imported into the country;

Z ]I, —is the total national cconomic expenditures on
the production and transportation of exports
to a single country or group of countrics, or
of the enlire volume of exports.

If the efficiency indicator turns out to be greater than
unity, foreign trade within individual countries or groups of
counlries is economically profitable, and ways should be
sought for increasing the volume of exports and imports of
the corresponding items.

An increase in the capacity for the export of an individual
commodity may, in a number of cases, be carried out on the
condition that the production of the additional volume of
this item requires comparatively greater outlays and can
only be sold at reduced foreign trade prices. In this instance,
the efficiency indicator for exports falls, The limits to the
economic expediency of increasing the volume of exports
is the requirement that the efficiency of exports (taking into
account the efficiency of the import equivalent) of the mar-
ginal additional batch of goods be not less than unity.

The most rational investment projects for export produc-
tion must be not only efficient, but also meet the country’s
internal requirements. This presupposes, first, co-ordination
with the entire construction programme and, second, com-
prehensive balanced co-ordination of the production and

‘th=
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consumption of all the groups of products either directly or
indirectly connected with exports and imnporls.

The programming of foreign economic ties in the capital-
ist countries. In the elaboralion of such programmes, account
is taken both of the overall goals of the state economic pol-
icy and the specific targets in the sphere of foreign econom-
ic relations. In order to consider the effect of the interna-
tional division of labour, the capitalist programming of for-
eign trade attempls to answer the following questions: what
role is played by [oreign economic ties in the development
of the economy; Lo what extent the resources available in
large quanlities in the country will be exchanged for [oreign
resources in comparalively short supply; how the structure of
the foreign trade turnover will change, considering the drop
in Lthe prodoction of some items or the appearance of new
ones; which economic sectors will account for a bigger
share of exports; what volume of exporis and imports will
accord with the slructure of domestic produclion and con-
sumplion and with the system of internalional trade.

Two types of difficulty are encountecred in drawing up
such programmes. The foreign economic programme is hased
on two inadequale sections—the state programme for the
development of the national economy, and extremely impre-
cise [orecasts of the trends in the development of the world
markel. Whereas the imbalance of the national economy can
be partially compensated through state resources and mea-
swres, the capitalist market dominates absolutely in the
sphere of foreign economic relations.

In the search for a point of departure in foreign econom-
ic programming, Western economists consider the follow-
ing dependencies:

—between the volumes of the flows of foreign trade and
the level of such “variables” as the gross national product
or elements of the final demand;

—the interconnection belween short-term market trends
and long-term ones in international trade, since Lthe volume
of cxports and imports depends on both the internal eco-
nomic situation and fluctuations in international trade;

—the dynamics of both internal and world prices, their
inclusion in the draft planning of exporls and imports being
accompanied by serious difficulties of a principal and prac-
tical nature.

The establishment of such empirical dependencies is Lhe
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basis of construction of foreign trade models, which consti-
tute the chiefl instrument for foreign economic prograinming,
determined in quantitative indicators.

Three different types of model are used in foreign eco-
nomic programming: gravilational, structural (based on the
share of imports) and matrix models (using tables of the
inlersectoral oxchange). Gravilational models take direcl
account of the influence exerted by the exporting counlry's
supply and also by the importing country’s demand on the
structure of world trade. Work on such maodels is continu-
ing along the following lines: a further breakdown of indi-
cators by groups of product, taking account of additional and
compeling producls; more detailed rescarch into the faclors
governing the intensity of the bilateral trade links belween
countries; the inclusion of export prices and trade condilions
among the independent variables (though they are difficult
to include in gravitalional models); an improvement in Lhe
methads for estitmating the parameclers. The last of Lhese is
necessilated by the fact that the liniited number of Lemporal
observalions and the instability of certain characteristics
make il difficult to establish the paramelers from an anal-
ysis of temporal series and result in the need to use trans-
verse analysis. Practice has shown that models based on the
share of imports are convenient for compiling short-term
programmes, bul that difficuliies arise in using them for
medium- and long-term forecasts.

Input-oulput type models are designed to establish the
specific connection belween the indicalors that determine the
internal development of the economies of different countries,
whose characteristics depend simullaneously on the situation
in a number of countries. With the development of science
and technology, these variables of an international character
acquire grealer significance in mapping out the economic
growth of the country. This is parlicularly true of small
countries. In order Lo deseribe the inlerconmection between
the two lypes ol variable, complex models are required.
Owing to the vast sphere of application, they are huge in
scale, which entails problems of comprehensive calculations
(the breakdown into submodels, definition of the algorithms,
fusing of iterative processes, and s0 on). Although substan-
tial successes have been scored in processing large-seale
models by computer, difficulties still arise in working with
them, such as in precisely defining the spheres [or which
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the models are designed or in ascertaining the type of mod-
els that can be used hoth in medium-term and in long-term
programming. Finally, depeading on the possibility Lo ana-
lyse and forecast such [actors as scientific and techuological
progress, the development of integration in world economy,
the striving Lo step up the elficiency of foreign trade, as
well as the pursuit of a trade policy by each country in line
with these factors, it would be advisable to forecast the
structures of internalional trade over a longer period of time
by using the matrices of della-coefficients.

In individual capitalist countries, the programming of for-
oign trade takes specific forms. Thus, the Japanese “me-
dium-term plan” formulated goals for the economy’s develop-
ment from 1964 to 1968, such as a rise in the competitive-
ness ol Japanese goods and a growth in the volume of for-
cign (rade under the increasingly fierce competition on the
world markets and the liberalisation of foreign trade. The
“plan” also took account of the fact that the equilibrium of
the balance of payments limits economic growth. Foreign
econolic ties were a key problem in Japan's programming in
the late 60s and early 70s. In order to determine Lhe pattern
of net exports for u long time ahead and to oblain a long-term
picture of the balance ol payments, the task of studying ex-
ports and imports was set during the elaboralion of long-
term models. In these models, exports are conditioned by the
operation of both internal and exlernal factors. The results
obtained indicate that the dependence of exports is greater
on world trade than on the growth in labour productivity.

In medium-term models, exports are divided into two
parts: the exporl of goods and that of services. The second
part is considered to be exogenous. I'he export of goods is ex-
plained by the level of world trade in real terms (the income
effect) and by changes in relative prices (the price effect). In
estimating imports, account was taken of the fact that
industrial materials and fuel are competing imports, in
contrast to other imported resources, which were not consid-
ered as compeling ones. In the intersectoral and integrated
models used in drawing up Japan’s medium-lerm economic
plans, considerable attention was also focussed on the
problem of foreign economic ties.

The latest improvements to the British Cambridge mod-
el indicatc a thorough study of the foreign trade factor. Gov-
ernment research organisations are attempting to cmploy a
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more flexible forecasting model to take account of the
changes in the machinery of foreign and internal price for-
mation that will oecur under the impact of the devaluation
of the pound sterling and the currencies of other countries.
To this end, the previous assumptions that exports are exo-
genous values, that non-competing imports are co-ordinated
with the equations for production by means of fixed coeffi-
cients, and that competing imports arc a linear function of the
total sum of expenditures on a particular type of import,
all had to bo revised. The need arose during the elaboration
of the new variant to associate specific types of exports and
imports with relative prices (boih internal and external),
as well as with the income level and the volume of produc-
tion. In the further improvement of the model, Lhe task was
set of adjusting, within its bounds, any unfavourable balance
of trade Lhrough changes in internal prices relative to the
corresponding external prices. All this required the introduc-
lion of a large number of non-lincar dependencies, which
made the model considerably more complex economically
and complicated the mathematical interpretation of it.

The new model consists of two parts: the “turnover of
quantities” and the *‘turnover of prices”. The procedure for
calculating imports and exports in this variant of the model
considers Lhat the volume of imports must be determined
not only by the production and consumplion demand, bul
also by the comparative compelitiveness of imported and
home-made goods. The British economists believe thal the
future volume of imports could be estimated fairly precisely,
if such factors were taken into account as customs regula-
tion of import and currency restrictions and other state
regulalion measures.

The volume of exports, in contrasl to that of imports, is
primarily determined not by the level of national production,
bul by the state of the world markel, so the factor taken as
determining Lhe movement of exports is usually the volume
and structure of foreign production, rather than the dynam-
ics of national production. This involves a different set of
calculation methods. Most impor{ forecasls do not take
trends in the world market into specific account and bring
the domestic production factor to the fore, while the situa-
tion with most export forecasts is the opposite.

The programming of foreign trade in the developing coun-
tries. To a considerable exlent, the methods used by the de-
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veloping countries to elaborate plans and programmes f{or
the foreign Llrade sphere are bhorrowed f{rom the capilalist
ones. The essence of the recommendations made by Western
experls cousists in the need lo develop the use of economic
models tracing the various interconnections of the secctor
producing goods for the home market and that producing
exporls. Such a division is intended to distinguish between
the two types of interconnections, since the increasce in ex-
porlts depends nol only on the scale of national capacities,
but also on the development of other countries’ economics.
The internal demand is determined by the volume ol domes-
tic consumption and internal investment. Common to many
approaches to foreign trade questions coming from the in-
dustrialised capitalist countries is the asserlion that “since
exporls are relatively more difficult Lo control, the best start-
ing point for planning with this model [singling outl the ex-
port sector—Auth.} is to estimale the probable rate of de-
velopment of exports. 'uture exports depend primarily on
the growth of foreign incomes and the income clasticity of
the forcign demand for exporl commodities.” !

This inlerpretation of the way foreign trade and develop-
ment programmes for Lhe export seclor in the newly-free
countries depend on the ecanomic situation in the industrial-
ised capitalist countries best illustrates the purpose of the
recommendalions made by bourgeois experts. Such models
clearly reveal an altempt to consider the developing coun-
tries as Lhe raw material outskirts of the developed capital-
ist countries.

Events in the 1970s have shown something different
—that the industrialised capitalist countries are dependent
on the deliveries of raw materials, and especially oil, from
the developing ones. The co-ordinated actions of the latter
on the world market resulted in a sharp rise in export prices,
which led to a 25 per cent increase in their annual reve-
nues between 1971 and 1973, This provided [or an increasc
in the overall active balance of trade of the developing coun-
tries from 2,200 million dollars in 1972 to 11,800 million dol-
lars in 1973, and to 32,700 million in 1976. In the wakc of
the crude oil prices, however, came a substantial incrcase
in the prices paid by the develeping countries for Lheir im-

Y Programming Techniques for FEconomic Development. With
Special Reference to Asia and the Far Easi, Bangkok, 1960, p. 25.
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ports of capital equipment: between 1970 and 1975, the
prices for cach unit of equipment doubled.

Any country whose economy iz oriented on cxports is
naturally largely dependent on the sales markets but, as al-
ready noled, this market is not beyond the control of the
developing countries. The problem is not only to increase
export revenues, but alse to change the structure of imports.
The sharp increase in the incomes of the oil-cxporting coun-
tries has shown the particular goals of foreign economic
programmes, It is indicalive that the countries with a social-
ist orientation spend most of the new cxport revenues from
oil on obtaining cquipment and other types of oulput for
modernising agriculture and for industrialisalion. The capi-
talist-oriented oil-exporting countrics send Lhis exporl reve-
nue abroad, to be invested in the capitalist countiries in
buying shares, credits, and so on. The ruling circles of some
developing countries arve spending lhe extra funds nol on
developing the mnational economy, but on investing in the
economies ol the industrialised capitalist countries.

These fundamental assessmoents are important in the con-
text of the atteinpls to impose on the developing countries
foreign trade programming methods that will direct their
development according to the laws of the market economy.
These calculations are based on the idea of comparative
costs and eomparative bencfits, The application of these prin-
ciples for countries with only small differences in their lev-
¢l of devclopment allows the effect of participalion in the
international division of labour to be assessed for individual
types of production. When the differences in development
level are great, however, comparative assessments lose their
meaning, since here they compare incomparable things. The
efficiency of export and import programmes must obviously
be assessed, in this case, for the long term, taking primary
acconnt of national needs.

The claboration of programmes for the foreign economic
relations of the developing countries is made more difficult
by the unprecedented growth of their foreign indebtedness,
which forces the planning services of these countries lo
adapt Lhe foreign trade model to these unfavourable circum-
stances. The first attempts in EBhis direction were initiated
by M. A. Rahman, working on a two-sector model includ:
ing indicators ol Lhe country’s foreign debt. The model's
aim is to determine the development of the Lwo sectors (tra-
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ditional and conlemporary) in such a way as to switch over
to su-called self-sustained growth. This presupposes stricter
limitations on the volume of imports and, what is more im-
portant, on lheir composition. This is because the model’s
target function consists in a search for the scale of accu-
mulation and import substitulion that will make it possible
ot only to create the cconomic basis for development, rely-
ing on inlernal resources, but alse to pay off the foreign debt.

This line in the formation of foreign economic relations
programming in the developing countries demonstrates the
interconneclion between the plans and programmes for the
development of the national economy and the foreign (rade
programmes. Not by chance are models containing both inter-
nal and external reslrictions being used increasingly in
choosing the projects for the produclion of exports. Attempts
have been made to use accounting prices to construet such
programmes. On the whole, the development of programming
methods for foreign trade comes down to optimising the
choice of investment projects for the production of exports
and the development of the production of imporl substitutes,
The difficulties in implementing programmes based on ac-
counting prices were noted during the description of plan-
ning and programming of investment. In the given case, these
difficultics become even greater, since the implementalion
of export-import programmes depends on the conditions on
the world market with its world, nol accounting prices.

Regional Planning and Programming

The planning and programming of the use of natural re-
sources, the accumulated national wealth, the use of devel-
oped and undeveloped territories, and the labour skills of the
population are best traced in the sections of planning and
programming practice called “regional planning” and “region-
al programming”. These are the closest to calculation of
the resources available in particular regions of the country.
The infinite varicly of the characleristics describing their
use means that not all details of the methods applied in
nlaborating the regional aspects of plans and programmes for
development can be covered here. Only the specifics ol the
methods employed under different social conditions will be
oullined.
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The planning of the location of production in the USSR.
This is what the complex of problems and methods for
planning the development of the national economy on the
regional or territorial plane are called. The nature of the
methods of regional planning is determined by the fact that
a more rational location of production provides for econo-
mies of social labour on a country-wide scale, for the com-
prehensive development of regions, their most suitable spe-
cialisation, and a further levelling up of the economic de-
velopment of the country’s regions. The national economic,
rather than purely local, approach determines both the ac-
tual procedure for drawing up plans for the location of pro-
duction and the methods used. Since the very first years of
the socialist state, the questions of territorial planning in the
USSR have been approached from the angle of overall state
tasks and the long term.! These included a rational distri-
bution of productive forces, plans for the development of the
Union republics and cconomic regions. The inlerconnection
between this aspect of planning and its other elements con-
ditions the unity of the planning process on the sectoral and
territorial plane. The characteristics of the development of
each sector of the national cconomy and industry determin-
ing the specifics of resource use in particular regions serve
as the point of departure for planning production location.
Existing practice makes it possible Lo isolate three intercou-
nected stages in elaboration of the main trends in the lo-
cation of productive forces. First, the chief schemes for the
development aud location of production are determined by
sector. Then schemes are drawn up for the development and
location of production by republic and economic region. The
combining of these two types of draft plan allows a master
(genecral) scheme to be elaboraled for the location of pro-
ductive forces of the USSR in the long term. This, in turn,
serves as the basis for constructing Lhe territorial character-
istics of the five-year plans for the development of the na-
tional economy, long-term draft plans and medium-term
plans for the development of sectors, republics and economic
regions in the country. The formalised scheme of the seetor-
al and territorial structure of the economy is expressed in
a modification of the model of the intersectoral halance, with

! Tho first long-term development plan—GOELRO—was drawn
up on the detailed regional plane, indicating key cconomic cenlres.
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a differentiation of its main characteristics by region of pro-
duction and the use of goods and services.

The specifics of the methods used to work out the region-
al aspects of sectoral plans are closely connected with the
characteristics of the technical processes, labour intensity,
the material intensity and goals of production, as well as
the availabilily of transport facilities for hauling the output.
Models and methods for preparing such draft plans vary,
since the combination of the aforementioned developmenl
characteristies of sectors (grouping of sectors from the re-
gional angle is called “locational classification of sectors”)
is also diverse. Common to all these methods is the appli-
cation of balance caleulations for production and use of oul-
put, pinpointing the regions of produclion and consumption,
territorial balances of construction organisations’ capacity,
schemes for the development of indusirial and agricultural
centres, and regional planning methods.

The development planning methods for repnblics and eco-
nomic regions include the entire system for substantiating
draft plans—from the efficicncy indicators of social produc-
tion and the master schemes for the location of productive
forces to cosl-to-performance calculations for specific proj-
ects. Tl is impertant lo stress that the sel of methods used
is geared Lo preparing comprehensive plang for the develop-
ment of republics and regions. The need for such regional
plans has given rise to the elaboralion of regional interscc-
toral balances for the production and distvibution of output.
In such balances, theve is information not only on the in-
ternal inlerconnections between the branches of the given
complex, but also those between imported and exported out-
put.

Regional planning, like national economic planning in gen-
cral, first arose in the USSR. Elaboration of the regional
aspects of the national economie plan for the development
of the socialist economy made possible a fundamentally new
approach to the location of praductive forces as a key na-
Lional cconomic problem. In this, socialiet planning differs
from the bourgeois theory and praclice of the localion of
production. Under Lhe conditions of capitaliem, decisions
are made mainly with respect to the location of individ-
ual enterprises or the development of individual regions.
The acuteness of the social and economie contradiclions of
capitalism in recent years is responsible for Lhe interest
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shown in solving nalional economic problems in intercon-
neclion with regional ones, which necessitated the develop-
ment of a suitable set of instruments.

The methods of regional programming in the capitalist
countries. These took shape under the considerable impacl
ol socialist regional planning, which involves the idca and
practice of regionalisation. The first ever work of this type
was carried out under the GOELRO plan, which was based
on assessments of the territorial division of labour and pro-
duction for individual regions and zones, taking suitable
account of the specifics ol their economies, natural, raw mate-
rial and cnergy resources and Lhe nalional complexes Lhat
had taken shape in them ovor the centuries. Considerable
influence was also excrted by the implementation in Soviet
planning of the idea of comprehensive development of
the economic region, since Lhis gives rise to a desire to
determine complex systemis, to study and analyse them and
the interaction between them, to seek the support poinls on
the basis of which policy, investment and management can
channel not only the components of the system, but also all
combinations in general, towards the desired goal. The nced
for co-ordinated development of the productive forces of the
country’s regions, lor comprehensive development of each
cconomic region, is dictated by the social nature of produc-
tion under the conditions of modern capitalism. Yet (his
need is in complete contradiction with the motives for deci-
sion-making throughout the private sector. The criterion of
national efficiency gives way to commereial cfficiency, if the
latter brings the entrepreneur greater profits.

The nature of the regional programming methods used in
the capitalist countries is determined not only by these fac-
tors. A considerable influence is exerted on their choice by
the wvery subject of thoe regional programming. The state
bodies consider primarily certain aspects of the development
ol individual rcgions, rather than the problem of locating
productive forces in general. Although attempts are made to
approach this problem from the angle of the country-wide
interests, ! it is still predominantly the government decisions
that are made with respect to the future development of in-

'"'An example of such atlempts is the regional aspeclt of
government development programmes in France (sce Chapter 2).
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dividual regions. It should be stressed, morcover, that this
aspect of state aclivities does not so much assist the market
mechanism, as aggravates the competition between entrepre-
neurs fighting for state subsidies, privileges and contracts.
Analysis of regional programming in the developed capitalist
countries has allowed Soviet economists to draw the follow-
ing conclusion concerning these activities of the bourgeois
state: that even the simplest forms of this type of plan-
ning are, under the capitalist conditions, clearly conflicting
in nature, which comes to the fore in the form of grandiose
speculation in land and real estate, in the swelling of initial
cost estimates for the measures taken, in the low efficiency
of programmmes for the planning and development of terri-
tories.

The diflficulty in solving regional problems by programming
explaing emrrent trends in the development of the instru-
ments used in drawing up government programmes in ihis
sphere. A desire is observed to synlhesise traditional methods
with mathematical economie simulation. Schematically, the
procedure for claborating regional programmes can be pre-
sented in the lollowing way:

—Stage 1- spatial analysis of the key factors in the econ-
omy (natural resources, the location of production, popula-
tion distribution, and so on) and the spatial “distribation™
of development problemns; this stage allows planners to for-
mulate the goals of regional development, taking into
account the overall targets of the government programme,
as well as regional possibilities and problems, for whicls
purpose descriptive models of the territory, based on
matrices of geographical data, are used;

- -Stage 2—the attaching of the development goals to spe-
cific territorial centres or boundaries; this stage in the work
is called “regionalisation’;

—Stage 3—research according to assessments of the de-
velopment prospects for individual regions (regional fore-
casts); such forecasts as a rule constitute a combination of
disaggregation of national forecasts and extrapolation of
trends in certain parameters for a particular region;

—Stage 4—when tho spatial characteristics for interregion-
al interconnections are defined on the basis of research sub-
stantiating the location of individual enterprises, taking ac-
count of their interconnections by clement of costs and re-
gions of sales market.

218



A broader interpretation of interregional interaction is a
new idea in programming. Its realisation cncouniers prob-
lems of a principal and informational nature. Atltempts in
this direction are a result of the growing interest in proj-
ccets for constructing comprchensive complexes of the in-
frastructure financed from the budget. Research is also going
on into local and partial optimisation in the course of re-
gional studies. Of certain interest in the practical work on
general optimisation problems, taking account of territorial
factors, is the model of Lthe partial intersectoral balance with
characteristies of sectors according to their degree of mobili-
ty (level of independence on location).!

The two different lines of the research into and solution of
regional developmenl problems (under the socialist and capi-
talist economic systems, respectively) influence the forma-
tion of regional planning in the developing countries.

The localion of the productive [orces in the developing
couniries. The deep regional imbalances in both the econom-
ic and the social respect determine the goals of regional
planning in the developing countries, this becoming an in-
creasingly important part of overall national planning activi-
tics. The tasks of the regional policies of these countries
include, above all, a rise in their backward regions, the
eveuing out of cconomic development levels of regions, con-
solidation (a deepening of the inlerconnections between re-
gions) of the national cconomy, and regulation of the de-
velopment of urbanisation and employment in the agrarian
regions. Tho fulfilmenl of these tasks in the developing
countries is achieved using regional policies based ou the in-
formation provided by regional developmenl programmes.
These policiez rest, as a rule, on Llhe idea of develop-
ment of the infrastructure and modern industrial, as well
as agricultural estates. These estates are the development
spheres that influence all adjacent oncs, as well as regions
with particular interconneclions with the estates. The overall
task of regiouval policy is thus to seck ways of industrialis-
ing on the territorial plane. 1n Lhe regional planning and
programming practice of the developing countries, use is
made of the concept of factors of distribution, development
spheres, the economic region and the industrial (or indus-

! FExperls estimato that the difference belween the developed

and the undeveloped regions of individual newly-f[ree countrics
may be twentyfold.

219



trial-agrarian) ecstate. Regional planners in these countries
employ Lheories and methods borrowed from both the social-
ist and the capitalist countries.

The specific methods by which the developing countries
draw up regional plans and programmes can be described by
the Tollowing more or less typical group of such methods,
in accordance with the stages in the development of eco-
nomic programming in general.

In the initial stage of the establishment of state program-
ming, regionalisation (regional differentiation) methods of
overall national programmes were used, i.e., macro-economic
indicators broken down for individual regions. These ex-
tremely simple methods were ineffective but essential for the
very beginning of Lhe work in this sphere.

The solution of actual problems of industrialisalion and
a number of social problems necessitated the elaboration of
development programmes for specific regions, and thig led to
the spread of development programming on the regional
level. As experience and information are accumulated,
these aclivitics by the planning bodies are increasingly trans-
formed inte Lthe claboration of regional development pro-
grammes that include all the new projects being created in
the region, regardless of the way they arc financed, their
scale and significance. This is still non-comprehensive devel-
opment programming, bul it does indicate a desire to deter-
mine ccrlain interconnections within and between regions. In
the developing countries, no real attempls have been made
to draw up master schemes for the location of productive
forces. Even so, il should be noted that, in the development
of regional programming in these countries, they have accu-
mulated experience in the use of specific methods. These
include the fairly widespread use of regional statistics and
other sourceg of cconomic information on the regional lev-
el, the regionalisation of territories, the use of such meth-
ods as that of exceptions, development polentials, priori-
ties, cartography, and the locational classification of sectlors.
Mathematical economic models are used extremely rarely,
not so much bhecause they are complicated, bul becanse of
the lack of the required statistical base.

% %

Thus, the determination of the amount of investment, the
criferia for investment distribution and assessment of its
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efficiency depend, in the planning and programming of cap-
ital construction, on the historical conditions of production,
on the level of cconomic development of the country and the
social transflormations that have been accomplished. The
dominant socio-economic relations, the presence or absence of
exploitative classes, the commercialisation of the national
econoiny, the influence exerted by the state on the scale of
accumulation, all determine Lhe overall possible scale
of investinent fov expanding production and the increase in
the non-productive fixed assets of the counlry, and the ex-
pansion of the production base of the dominanl form of
property.

The methods used in investment programming in the cap-
italisl. countries reflect the contradiclory nature of cap-
italism itscll and of stale programming. The desire to com-
bine in efficiency cstimates both the needs of the whole
national cconomy and Lhe inlerests of entrepreneurs has pro-
duced no resulls. The macro-economic programming instru-
ments for investment have proved Lo be alien to the prinei-
ples governing decision-making within the frm,

In the developing countries, the following factors influence
the formation of investinent planning methods. Al a low lev-
el of development of. productive forces, the problem of the
correlation between the increase in Lhe size and the sphere
of investmenl and the required rise in consumption is ex-
tremely acute. In order Lo lay the basis for a highly indus-
trialised cconomy in the form of heavy industry, the power
industry, transport and other branches of the infrastructure,
[or a long time major investment has Lo be made for no im-
mediato return. After a certain period, the returns from the
capacitics created grow and grow, as reflected in the rise in
labour productivily in all sectors of the ecconomy, in the
growth of the produclion of consumer goods, in Lhe increase
in the possibilities for improving living and working coondi-
tions, and in the greater exploitation of natural resources.

The methods for drawing up labour plans in the USSR
testify to the advantages ol all-embracing socialist planning,
which makes it possible to achieve a high degree of co-or-
dination and use efficicney of all types of resource. In the
capitalist countries, the methods of training personncl reflect
two fundamentally contradictory processes—the need Lo use
methods for delermining the scale and struclure ol staff
training for the country as a whole (and, consequently, the
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solution of overall national problems), and the possibility
of using cxclusively the information reflecting links
among sponlancous processes. These factors account for the
divergence bctween the possibililies of 1he education and
staff training programmes and the requirements for person-
nel during the development of the economy.

The planning methods used in this sphere in the develop-
ing countries are conditioned by the fact that it is impossible
here Lo raise the number of qualified personnel for all the
major spheres of the economy at once. Thus, the need arises
for both medium- and long-term plans and forecasts ol the
development of the education and personnel training system.
The inexpediency of ounly short-term (annual) programmes
in this ficld is self-evident for the conditions pertaining in
the developing countries. The experience of Lhe socialist
countries indicates that the plans for stafl training must be
detailed and co-ordinated with other sections of the devel-
opment plan, rather than overall ones (geared to the max-
imum number of specialists in general), i.e., they must have
clearly defined targets and, what is no less important, be
provided with the necessary resources. The limited naturc
of resources predetermines the procedure for attaining the
socio-economic developmenl targets and, cousequently, strict
observance of the plans for lhe education and training of
personnel according to Lhis procedure.

The methods for planning foreign economic ties, like
those for plauning investment in the development of export-
oricnted scctors, are a function of the seclor’s place in the
econowy of the country, as well as of the level ol develop-
ment of the economy itsell. I{ the country has some Lype of
resource that is of interest to foreign buyers then, investing
in the sectors producing these resources, account has to be
laken of the benefit derived from the internalional division
of labour. Such a general approach does not signify thatl
this criterion is applicable in all cases. For countries with
insufficiently developed productive forces and not possessing
capacity to produce modern capital goods or other industrial
items competing with imported material resources, it is nsu-
ally foreign markets that provide the basis for the initial in-
dustrial development. The share of imported equipment in
the total sum of gross internal capital investment is 30 to
40 per cent in such countries, and substantially higher in
some of them.
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In the socialist countries, the planning of foreign trade
constitutes an integral part of the national cconomic plan,
both during assessment of the country’s nceds met through
imports of equipment, raw and other materials and consumer
goods, and while determining the volume and structure
of exporls. An increase in the share of finished output in
exports confronts planners with the task of further improving
the substantiation of plans for the development of export
production in interconnection with all the components and
sections of the national economic plan. The methods used
in the USSR to assess the efficiency of foreign trade cons-
titute the first step in this direction.

In the capitalist countries, the programmes for foreign
trade rely on two unequal elements: the state programme for
the use of part ol the national resources and the extremely
indeterminate forecasts of the trends in the development of
the world economy and the world markel. In this connce-
tion, in many instances, planning of foreign economic ties
involves the use ol models containing elements of correlation
dependency.

In the developing counlries’ practice, the programming of
foreign economic ties involves methods based on the cost-
benefit analysis. In recent years, the development of the
foreign trade programming methods has been incroasingly
geared (o optimigsing export-oriented invostment pro-
grammes,

Regional planning and programming methods are deter-
mined by different approaches to co-ordinating the complex
sectoral and terrilorial structure of the economy. In the
USSR, the national economic approach to the problems in-
volved in locating productive forces cnsures that the tasks
and criteria for locating them are co-ordinated with the
tasks of regional development. The evening out of levels of
developnient and raising of Lhe social efficiency of production
are ways of improving the welfare ol people throughoul the
country. The instruments used for this purpose in elaborat-
ing Lhe regional aspect of the plan are called on to ensure
the attainment of national economic targets and the more
officient use of each region's resources. Under capitalist
conditions, the location of production is primarily concerned
with the maximum benefit for the enlrepreneur. At the same
time, the development of the region as a territorial element
of the wliole national economy cannol proceed only in the
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direclion dictated by the interests of private property hold-
ers. The state tries to make the problems of regional de-
velopment less acute by using a whole set of means thal do
not. correspond Lo the crileria and methods decision-making,
designed generally to further the interests of the entrepre-
neurs. Thus, the location of produclion and the development
of regions take place in a very conlradictory form.

The internal social contradictions of the developing coun-
tries, the dominance of foreign capital, and especially the
international corporalions, exerl an influcnce on the forma-
tion of regional programmes in the developing countries.
Objective condilions are forcing the governments of these
countries to actively lackle the problems involved in the lo-
cation of productive forces and the development of hack-
ward regions. The methods they use in their regional poli-
cy and planning reflect, however, the actual potential of
the countries under Lheir difficult social and economic con-
dilions.



Chapler 4

PLAN FULFILMENT SUPERVISION
IN THE SOCIALIST COUNTRIES
AND REGULATION

OF THE CAPITALIST ECONOMY

The implementation of plans and programmes is the fo-
cus al which all the key problems of state economic pro-
gramming are concentraled and in which the advantages of
socialist planning are clearly visible. While the planning
and programming process is somewhat autonomous in the
technical sense, the possibilitics for implementing the plans
and programmes, the melthods for fulfilling them, and su-
pervision over their [ulfilment are determined by socio-eco-
nomic conditions. Even in the initial period of its develop-
ment, the presence of the stale and private scctors in the
Soviel economy raised the problem of combining centralised
management with economic regulation. A combination of
the regulating functions of the market and administrative
methods had to be found that would correspond to the na-
ture of the social changes taking place in the country. The
rapid rate of the social changes in a brief period following
the 1917 October Revolution presupposed a f{lexible and
constantly changing combination of ecconomic methods of
centralised management of the national cconomy as the
boundaries of stale, co-operative and collective-farm proper-
Ly expanded.

The first atlempts to use planning methods raised the
question of finding a suitable way for managing the econo-
my, for supervising the fulfilment of the development plans.
From this il becomes clear that the range of problems in-
volved in implementing plans and programmes was so wide
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that they could only be considered in the framework of spc-
cial research, so in this work we are confining ourselves to
considering only some elements of the instruments and ma-
chinery for supervising the implementation of development
plans and programmes.

) Supervision of Plan Fulfilment
in the USSR

The introduction of planning principles into a multistruc-
tured economy encountered a number of very serious prob-
lems. Thus, the problom of the planned economy turned out
to be closely interlinked with that of the budget economy,
financing, cspecially prices and the corrclation of prices
which, in turn, are connccted with the problems of intro-
ducing profit-and-loss accounting.

To solve these problems, at that time the following sys-
tem of planning and regulation was created. USSR
Gosplan (State Planning Committee) was set up in 1921
under the Council of Labour and Defence—the highest ad-
ministrative body of the USSR. Paragraph 1 of the Provi-
sious on Gosplan ran: “Gosplan’s purpose is to draw up the
loug-term plan for the national economy on the basis of the
plan for elecirification. Gosplan shall elaborate both the pro-
duction plan for the state economy and the plan for regu-
lating the national economy as a whole.” The State Planning
Committee relied in its work on the planning commissious
ol the people’s commissariats (sectoral ministries) and re-
gional planning commissions.

Under the Supreme Council of National Economy (SCNE)
were cstablished the Industrial Planning Commission, the
Planning Commission for State Construction, the Planning
Commission for Electrification, the Planning Commission for
Fuel, as well as planning commissions under the People's
Commissariat for Finances and the People's Commissarial
for Foreign Trade. In addition to Gosplan, under the Coun-
cil of Labour and Defence there was a Commission for In-
ternal Trade (later the People’s Commissariat for Internal
Trade). Within the framework of the SCNE, two special de-
partments wero set up: the Central Board for State Industry
and the Chief Economic Board (CEB). In the SCNE’s ac-
tivities, a clear dividing line was drawn between the func-
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tions of management and regulation. The CEB dealt with
the regulalion of industry, both privately- and state-owned.
This was carried out by the promulgation of obligatory
resolutions, general and special supervision over industry
(for instance, supervision of the mining industry), and the
elaboration of the general aspects of industrial policy. Over-
all management was implomented with respect to the re-
publican supreme councils of national economy and state
enterprises under their jurisdiction. Moreover, questions of
regulating the deveclopment of the national economy by cco-
nomic methods were the concern of the banks (their aclivi-
ties were co-ordinaled by a special committee of banks), of
syndicates, raw material societies, export bureaux, commod-
ity exchanges and associations of them (councils of the con-
gresses of commercial trade, industry, and so on).

In a multistructured economy like that of the Soviet Union
during the 20s, there was an unprecedented increase in the
importance of assessmenl and supervision from the angle of
the national economic prospects for the entire range of eco-
nomic affairs—both of the current plan for the state sector
and of all economic measures. The conditions of the Soviet
cconomy in the 20s engendered the world's first all-embrac-
ing nelwork of national economic supervision—the system of
control figures and the system of markel observations.

The claboration of the first sectoral annual plans and the
long-term plan for electrification of the country (the
GOLELRO plan) confronted the economic bodies with the
task of building up a system of supervision of plan fulfil-
ment on a country-wide scale. It was clear that the set of
indicators for supervision must correspond to the set of plan
indicators for the country and for individual scctors and re-
gions. This syslem had to rely on the indicators of the an-
nual plan, which was, in effect, a day-to-day one. The
Commissarial for Finances' reference figures for the coming
budget provided the impulse for the emergence of a new
organisational form of plan supervision on the scale of the
whole economy. In 1925, the idea arose within Gosplan of
drawing up annual control figures for the entire national
economy of the USSR.

From the angle of the implementalion of plang, the only
way that il could be established, whether the control figures
were correct or incorrect, was on the basis of regular ob-
servation and careful study of the current economic situa-
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tion, and day-to-day supervision by the sectoral commissar-
iats over the construction and commissioning of the most
important projects in each sector. Thus, planning work (con-
trol figures and sectoral plans) was supplemented by as-
sessments of the market economic situation, *

The results of the supervision of the fulfilment of control
figures and analysis of the data of economic situation re-
views [urnished the basis for economic decision-making and
economic operations in the subsequent period. The need to
test whether the contro! figures were being fulfilled and to
regulate the market led to the creation of special bodies
that studied the economic situation by investigating the
growth of the sectors of the economy and on the basis of
halance calculations. For this purpose, a Gosplan Economic
Situation Council was set up with a Bureau at ils head. In
1924, regional economic situation bodies and later corre-
sponding sections in many departments were established
with a common programme of work,

Considerable allontion in the establishment of the pro-
vincial network was focussed on the choice of candidates
and their qualifications. By 1924, there were already 55 cen-
tres of the USSR Gosplan data-fceding planning net-
work. The telegrams from correspondents, which were pro-
cessed in a couple of days by the Gosplan section for the
trading situation and prices, provided some of the most im-
portant material for determining the monthly and quarterly
regional economic situation.

After focussing attention on the dynamics of the nation-
al economy of the USSR, these bodies observed the cconom-
ic processes according to the dynamic curves of six groups
of cconomic siluation indicators (the process was reflected
in relatively comparable values). The mean monthly state
of the economy in 1923/24 was taken as the point of depar-
ture. The analysis covered the key characteristics of the
economy's development, including Lhe following groups:

—the output of large-scale industry (b indicators);

—agriculture (1 indicator);

—freight turnover (1 indicator);

—the turnover of the Moscow commodity exchange and
70 provincial exchanges (4 indicators);

1 Reviews of the economic situation were made overy month
and for each quarter of the cconomic year.
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—exports and imports (2 indicators);

—the movement of the mass of money, credits, depos-
its, current accounts and price indices (6 indicators).

Three units of measurement were employed: prewar
prices, the commodity rouble and the golden rouble.

The question of how the economic situation data were
assessed deserves particular attention. The relevant bodies
of Gosplan had not only to describe the state of the econ-
omy, but also give a correct explanation of it, since in-
formation on the economic situation was useless for the
planning bodies unless it was assessed. At the same Lime,
the assessment had to include a [forecast, recommenda-
tions and guidelines for specific measures. Such an under-
standing of the essence of assessments virtually coincides
with today's understanding of the decision-making pro-
cesses.

As the Soviet economy was restored and the country
entered a new period in its development—that of the
structural shifls connected with industrialisation and co-
operation of agriculture—it became increasingly obvious
that the existing organisational forms of supervision and
methods of accounting with respect to the economic sit-
uation did nol suit the new planning lasks. As carly as
1930, the Congress of Planncrs of the Russian Federation
stated that, in connection with the new tasks, analysis of
the economic situation was required on the following
planes: plan fulfilment; the territorial distribution of eco-
nomic and cultural processes; assessment of the efficiency
of technical modernisation in various economic sectors; as-
sessment of the efficiency of new organisational measures
taken by the Soviet authorities to speed up and consoli-
date socialist construction; socio-economic structural shifts.

In accordance with all this, the type of economic situa-
tion characteristics had to be changed: assessments of the
ecconomic situation had Lo lean towards a vigorous reac-
tion to the interests, needs and demands of the govern-
ment bodies; the phenomena and processes had to be ana-
lysed and criticised in comparison with the plan targets:;
cconomic situation analysis had to lead to practical fexi-
ble planning measures geared to wecakening and climinat-
ing the negative phenomena and processes in the economy
and cultural development or to a further development of
new posilive trends,
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The new tasks required a restructuring of the very foun-
dations of the network of economic situation accounting,
but the need for this had arisen even earlier, when the
first national economic guidelines—control figures—were
claborated. At the end of 1926, representatives of USSR
Gosplan and the Central Statistical Board (CSB) ou!lined
a number of measures for improving state statistics. A
draft resolution of the Council of Labour and Defence
was drawn up envisaging the establishment of a division
of labour between the Central Statistical Board and Gos-
plan, according to which the former would be responsible
for economic situation appraisal and statistical data
collection, while Gosplan would carry out the overall cco-
nomic assessment of the indicators.

The accelerated industrialisation of the economy neces-
sitated, however, a radical solution to the problem of the
information needed for assessing the course of plan ful-
filment. In 1930, the CSB was reformed into the Central
Board for National Economic Accounting of USSR Gos-
plan and thus, for a certain period, was fully geared to
work on accounting and assessing plan fulfilment. As a re-
sult, tho range of indicators covered increased and their
qualitative composition changed.

Up to the 30s, indirect supervision predominated, togeth-
er with economic management methods and systems of
economic observations, whercas from the beginning of the
first five-year plan period the increased complexity of the
tasks undertaken by planning, the large construction prog-
ramme, and the shortage of resources accounted for the
transition to direct methods of supervision. Thus, for ex-
ample, by a government resolution on the balance for fer-
rous metals for 1929/30, the SCNE was empowered to ex-
ercise ‘“‘strict control” over the supply of metals to con-
sumers. The Stal (Steel) production association could trace
stocks of metals held by consumers, and not only
suspend current supply of metals to those which held
oxcess stocks, but also take back any surplus and re-
distribute it among other consumers. Moreover, the Stal
association could take metal from some consumers even if
their stocks were not above the norm, if this proved nec-
eszary to stave off a breakdown in production and con-
stronefion. A1l these factors led to the introduction of
more delailed accounting systems—monthly and quarterly
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accounts, daily reports from the “industrialisation front”
(the daily production of metals, extraction of coal, oil, load-
ing of railway cargoes, and so on). These elements of
supervision in the Soviet multistructured economy werc
supplemented by departmental and special supervision
bodies.

Under the specific conditions of the 20s, however, tho
formation of a system of supervision of plan fulfilment
could not proceed entirely from the requirements of the
planned system of management as such. In the 20s, the
world’s first ramified system of workers’ and peasants’
inspection was set up in the USSR, its main task being
the theoretical and practical study of management, the
implementation of the nccessary measures for realising
management techniques, verification of the activities of all
state and public establishments and enterprises, fulfilment
of individual special tasks and commissions from higher
bodies, as well as supervision and observation of tho
planned implementation of the resolutions and decisions of
these bodies.

The state suporvision bodies set up after the Revolution
were transformed in 1922-23 from inspection bodies carry-
ing out periodical studies into a single one responsible for
the systematic and vegular investigation of the command-
ing and key points in economic construction and state man-
agcment.

One of the most remarkable features of the socialist re-
structuring of the Soviet economy in the 20s and 30s was
the increase in the initiative shown by the working peo-
ple and the trade unions. This was originally manifested
in modest proposals on individual aspects of the enterprise’s
production activities, but later grew into higher forms
of socialist emulation, from shock work to the setting of
targets even higher than those contained in the produc-
tion plan. These new target figures compelled the plan-
ning and management bodies to change the control figures
and rearrange the production plans to provide for an in-
crcase in output, a greater reduction in production costs,
and so on. The Council of People's Commissars of the USSR
adopted a special resolution in 1928 obliging state and cco-
nomic bodies to rapidly implement all of the workers’
proposals taken up by the administration. On agrecment
with the trade unions, these proposals were divided into
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proposals for immediale implementation and ones that
had to be taken into account in the production and finan-
cial plan (with the implementation date indicated).

In enterprises, shop-floor production conferences of work-
ers supervised the fulfilment of the production tasks in
cach section and of the production plan by the individual
worlshop and the enterprise as a whole, and discussed the
results every month and quarter. These conferences were
empowered Lo set up temporary supervisory brigades to
supervise Lhe fulfilment of the workers’ proposals and
could raise the question of bringing people guilty of not.
fulfilling the adopted proposals to account.

The present nature of plan fulfilment supervision in the
USSR is increasingly conditioned by the use of ecomomic
incenlives to cconomic development. The current system
envisages that the indicators for plan fulfilment increasing-
ly become the criterion for income distribution and play
the role of incentives Lo plan fulfilment, this being in the
interests of both the state and the enterprisc itself.

On the enlerprise level, the key tasks of the planning
and management bodies are an overall growth of produc-
tion and Che sale of output, the rencwal and expansion of
production and improvement in the quality of goods and
services: a rise in the efficiency of production on the basis
of lower costs; an improvement in lhe use of produc-
tive assels and a rise in labour productivily; rational use
of financial resourcos and mobilisation of prodnction re-
serves.

The fulfilment and overfulfilment of the new targets
provides the basis for leaving a sum, growing in absolute
terms, in the hands of the enterprise to pay the workers’
wages, for housing and cultural development of the enter-
prise’s work force, and for improving working conditions in
the enterprise. Thus the plan indicators and plan fulfil-
ment assessments are interlinked.

The flexible correlation of centralised management and
local initiative now makes it possible to supervise the de-
velopment of such a dynamic system as the Sovict econo-
my. Prices, credit, and economic cfficiency indicators act
as signals as to how the entire national economy must ro-
act to information on plan fulfilment, what has to be
done 1o bring the economic system into cquilibrium.
The three-channelled supervision system that now exists
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corresponds exactly to such an understanding of the es-
sence of plan fulfilment supervision.

Supervision of plan fulfilment from production and mar-
keting to consumption envisages both supervision of the
financial and value aspects of plan fulfilment, carried out
by the financial and banking system, and supervision of
the physical aspect of the plan, carried out by the sector-
al departments and the state statistics system. This sec-
ond aspect is the responsibility of two state services be-
cause, first, the plan has both a sectoral and a territorial
aspect, the latter being beyond the control of sectoral de-
partments, and, second, the central government establish-
ments (the USSR Council of Ministers, Gosplans of the
USSR and of the Union republics) must have information
services that are independent of the sectoral departments
and are subordinate to the government. Moroover, a rapid-
ly operating information system is required for data com-
ing from ecnterprises to bodies that can take urgent mea-
sures to eunsure that the enterprise fulfils its plan. Such a
system can only operate cfficiently within the framework
of scctoral management. These factors also determine the
three channels through which information on plan fulfil-
ment is Teceived: stale statistics, departmental supervision
and planning bodics.

As in claborating the plan, the system of accounting in-
formation concerning plan fulfilment takes the form of a
pyramid, the base of which consists of indicators of tho
work of economic associations, trusts, chief administrations
and other middle-level managing bodies; then come indi-
cators for sectors, in the form of indicators of the activities
of ministries and departments of Union and republican sig-
nificance. This information can be presented either in a gen-
eralised sectoral form, as intersectoral balances for compre-
hensive sectors of the economy, or for the entire economy
as tables of intersectoral ties. At the summit of the infor-
mation pyramid on the development of the economy and
plan fulfilment is the accounting balance of the national
cconomy.

The unity of the systems of plan and accounting infor-
mation does not mean that they are idenlical. Accounting
information is provided in a more detailed form, as required
for substantiation of the plan itself and for detailed anal-
ysis of the reasons for its under- or over-fulfilment. Thus,
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for example, the annual plan for the production of com-
modities is determined for more than 50 industries, while
the analogous accounting data cover over 200. About
40,000 material balances of products are drawn up in a
centralised way, whereas annual accounts cover in practi-
ce almost all types of production in physical terms. At
the same lime, an expansion of the limits of the enter-
prise’s independence results in some of the indicators,
planned on the enterprise level, becoming no more than ac-
counting ones, though even these indicators are included in
the system of accounts. The introduction of modern com-
puter technology into planning and management, and the
use, in particular, of optimal planning moethods presup-
posc several approaches to the formulation of the problem
of plan fulfilment verification. The first is an automated
system of informalion and verification. The second involves
altempts to create contemporary generalised national eco-
nomic indicators and balance schemes.

The all-embracing character of the economic informa-
tion rcquired for planning and supervision purposcs leads,
as the economy develops, to an increasing complexity of
the organisation of the information services, longer periods
for elaborating substantiated assessments and recommen-
dations in the course of plan fulfilment, and difficulties in
secking the best variants of cconomic decisions. These dif-
ficulties are due to the economic information, its processing
and analysis having developed previously on the ba-
sis of the simplest acconnting system. This is why, in re-
cent years, a considerable amount of work has been done
in the USSR on building an automated system of economic
information and verification of plan fulfilment, as an ele-
ment in improviig economic management.

The technical basis of such a system is becoming the
state network of computer centres, which will collect, store,
process and transmit cconomic information through a
single automated system of communications. The creation
of such a system not only mechanises the actual collection
and processing of economic information; it also provides
for better planning and management as a result of the in-
troduction of methods for optimising planning and day-to-
day decision-making.
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The Instruments for Attaining the Goals
of Capitalist Programming

The nature of indicative planning in the capitalist states
predctermines real difficulties for the government cco-
nomic services in supervising the course of development
programme fulfilment. The fact that the state plans and
programmes are not obligatory for the entire private sec-
tor explains the lack of success in creating any general
cconomic system of supervision fundamentally different
from the usual statistical information gathered by the state
cconomic bodies. Fven so, it should be noted that the
transition to programming has led to an expansion of the
statistical information and the formation of a set of mea-
sures for gearing the economy towards the attainment
of the set goals. This has made it possible to pick out a
numnber of cconomic parameters attracting special atten-
tion on the part of the state economic apparatus.

The overall assessment of the statistical information for
programming purposes has already been considered. The
most noteworthy thing involved is an attempt to col-
lect systematised economic data not only on the finan-
cial results of husiness activities, but also on the move-
meunt of real resources— output, the increment in capac-
ity, intersectoral flows, the interconnections hetween var-
ious social sectors of the economy on both the financial
and physical planes.

Major changes in statistical information resulting from
the demand of programming come down to the develop-
ment of a system of national accounts and the prepara-
tion of accounting input-output tables. There is a trend
towards integralion of these two information flows into a
mutually connected system. The distinguishing feature of
this trend in the development of economic statistics con-
sisls in the faclt that it provides a fairly detailed picture of
the dynamics of production and the interaction of its var-
ious elements. This is naturally a step forward compared
with the so-called fiscal statistics intended to supply the
governmenl hodies with information on incomes for the
purpose of diverting part of them into the state budget.

The development of statistical economic information is
only an essential element in the formation of the ma-
chinery for state intervention in the economy. The bour-
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goois state attempts to bring together various instruments
of state influence into a single system of measures and in-
stitutions for goal-oriented (perspective) regulation. The
search for a combination of economic, social and political
mcasures, designed to operate over various periods of time,
has become one element of programming used by the
capitalist states in pursuit of their declared goals and prog-
rammes. Their purposeful use gives state-monopoly reg-
ulation new features: it is now constant in nature and
tries to embrace all economic development. The tradition-
al means are supplemented by new ones applied with re-
spect to individual programmes.

The complex of instruments of regulation in tho capi-
talist countries includes a whole series of methods of di-
rect and indirect influence on the economy. An example
of such a system of key methods is a list of the state meas-
uros used by the British Government in its economic pol-
icy under the National Plan for 1965-70.

The stato measures for regulating economic develop-
ment that were used to implement the British programme
can be divided into two groups: those for diroct and those
for indirect influence. The first group covers instrumcnts
designed to regulate the usc of public property and re-
sources, It includes supervision over the financial operations
of government entcrprises, their structure and economic
expediency, the setting of prices and tariffs, production
tasks for the enterprises of the public sector. Direct con-
trol is exercised over government investment in expandiug
the fixed capital of state enterprises, in housing and road
construction, investment in developing the sphere of edu-
cation and the health service. Also among this group of
measures are various types of state purchase (military and
other orders), and various types of paymont (above all
for social insurance). British economists also include cer-
tain lypes of supervision among the direct influence meas-
ures: currency control, the restricted export of capital,
control over wages, prices and dividends, consumer cred-
it, the issue of paper money, licences for the construction
and location of enterprises, the purchase of blocks of shares
or whole cnterprises. Finally, R and I carried out in go-
vernment research centres also falls into the group of
spheres coming under direcl influence.

The sccond group of measures includes state regulation
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instruments that do not have a direct effect with respect
to fulfilling the tasks ol Lhe state programme. Yet, in the
opinion of bourgeois economists, Lthey are geared to encour-
aging entrepreneurs to act in accordance with government
guidelines or to creating generally favourable conditions
for improving the business situation. Such indirect meas-
ures include various instruments of credit policy: adjust-
ments in the bank rate, state credit for developing forward
industrics, the concentration and ceantralisation of capi-
tal, rationalisation of backward industries, insurance of
export opcrations. There are also different types of bud-
get subsidy for expanding forward industries, carrying out
R and D, developing agriculture, backward industries and
regions, and training management staff. Qther indirect
measurcs are direct and indiroct taxes and import restric-
lions, the activities of govermment establishments in im-
proving the efficiency of private production through stan-
dardisalion, rationalisation, recommendations on introduc-
ing scientific and technological achievements and retrain-
ing workers in government vocational training centres,
This is not, of course, a universal list of measures. Each
country applies its own specific set of measures but, even
so, a gencral pattern can be established. The main ques-
tion clarified during the selection ol measures is the cor-
relation between the direct and indirect ones for state in-
tervention and belween coercive and incentive measures.
In countries with a high level of industrial development
and considerable programming experience (France, Italy,
Japan, and Britain), the main accent is made not on coer-
cive methods of intervention, but on economic levers and
incentives. At a medium and low level of economic de-
velopment and in the initial stages of state programming
thero is a lendency to apply stricter methods, the main
role being played by those connected with raising the
growth rate of production during the upswing in the cap-
italist cycle. “Stricter” state regulation is primarily charac-
teristic of transitional periods. As soon as the extraor-
dinary situation disappears, the strict regulation measures
(state control of prices and wages, state capital invest-
ment, the establishment of programmes for sectoral pro-
duction, and so on) are replaced by more flexible forms
of indirect intervention. Since the new spheres of state
management are expanding (such as the military, envi-
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ronmental protection, tho creation of branches of the in-
frastructure, education, and the heallth service), the role
of administrative methods may grow in the future. The
practical introduclivn of the specific programme approach,
a component of which is the close interconneclion between
the programme goals and the means for attaining them,
can also promole the use of such methods, The compila-
tion of long-lerm estimates of budgel expenditures wilhiu
the planning-programming-budgeting system for the pur-
pose of attaining specific goals of state overall national
programines is one attemmpt to provide for this intercon-
nection, 1t is geared to ulilising systems analysis for im-
proving the elficiency of state policy and government de-
cision-making on the various levels, in accordance with
the given political lines. As a resull, the budgel must be
drawn up and implemented not by adminislralive calego-
ry (such as the financial plans of individual ministrios)
and not by category of expenditure (the ‘“‘lunclional
plan™), but be oriented on the final result.

The so-called structural policy must also be picked out
among the measures providing for the development pro-
grammes. In many capilalist countries, economic program-
ming theorelicians claim that the “structural effecl”, to-
gether with technological progress, is becoming an inde-
pendent facltor behind economic development, for the sci-
entific and technological revolution dictates the meed not
only for an expansion of the production base of capitalism,
but also a radical remaking of its economic structure.
In the opinion of Western economists, satisfactory eco-
nomic and political development in the future will only be
possible, given an increase in the mobility of factors of
production. For these to be used with maximum efficien-
cy, they believe that the competition mechanism must be
supplemented by an active structural policy. For this pur-
posc, they propose a complex of measures for relocating
productive forces, improving the agrarian structure, staff
training, regional and secloral regulation of investment,
as well as measures in the sphere of urban construction
and the infrastructure.

The nature of the approach to implementing structural
policy can be seen from the example of programming in
the counlries of Western Europe. The Principles of Struc-
tural Policy drawn up in Lhe Federal Republic of Germa-
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ny in ecarly 1969 prosuppose a co-ordination of the maun,
previously isolated measurcs for rationalising the econom-
ic structure, The annual “structural report” of the Ifeder-
al Government, together with the list of measures of
structural policy for the pasl year, also contains a prog-
ramme of action for the coming three to five years. The
FRG's structural policy includes a sectoral one promoting
structural changes in the various sectors, a regional and
structural policy with respect to individual firms and en-
terprises in order to speed up the concentralion and cen-
tralisation of industry.

On the whole, the capitalist countries stress not the
creation of a control machinery lor the realisation of de-
velopmoent programues, but the elaboration of measures
of economic policy, the development of a machinery lor
long-term regulation on the macro-cconomic level, whate-
ver specific form it may take. This machinery iucludes
investment and centralised government influecnce on the la-
bour market, stimulation of scientific and technological
progress and regulalion of regional development. From Lhe
entire system of influence exerled by the bourgeois state,
the so-called “comprehensive specific purpose programmes’
should be menlioned in particular, The implementation of
such support programmes (Lhe development of scieuce,
space rescarch, environmenlal protection, the fuel and
energy sphere, the location of productive forces, and so on)
is conditioned by the expansion of the scope of capitalist
programming. This sphere deserves special study because
of the growth ol comprehensive planning in the USSR.

Even in those measures that, in form, can be called
“overall national” (regional policy, the programme for
the training and upgrading of personnel, stimulation of
scientific and technological progress, and so on) their anti-
popular cssence is revealed. By furthering the improve-
ment in the production base and in the educational lev-
el of manpower, these measures ultimately serve tho in-
terests of the monopolies and are geared lo consolidating
the capitalist system.

Since it is designed for this purpose, state stimulation
exerts an influenco on the economic and social life of the
capitalist countries. Economic growth during the upswing
period is, indeed, spceded up by stale programming. During
such phasecs of the cycle, in countries with a doveloped
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programming system, the indicators of the government
programmes draw closer Lo (he aclual growth indicators.
The goals of the first French national plan were only 49
per cenl realised, the GDP growlh envisaged by the third
plan was attained in full, and the annuval growth outlined
in the fourth coincided with the actual one. The next plan,
the fifth, was nearly fulfilled. This apparent efficiency of
programming is explained, however, only by the fact that
it served the interests of monopoly capital. The growth of
the economy above all provided an opportunity for increas-
ing private investinent, while the government policy was
oriented on encouraging monopoly investment and exports
at the expense of domestic consumption by the broad pop-
ulation. From 1965 to 1972 in France, the share of the
incomes of wage workers in the national income fell from
62.2 to 61.2 per cent, while the number of wage worker
families grew from 54.3 to 58.8 per cent.

The expansion in the scale of capital and the limits to
the exploitation of the working people has come up
agaiust the constant antagonist of capitalist growth—the
drop in consumption. In the initial phase of the cycle, cap-
italist programming is called on to justify the idea of
“zero growth” and a further drop in the working people’s
share in the national income. Not by chance did the au-
thors of Lhe sixth French national plan and its political
supporters declare that, during a crisis, there should be
not a 6.5 por cent annual industrial growth, but develop-
ment “without growth”, that national sovereignty should
be restricted, the influence of the internatlional monopolies
increased and the standard of living of the working peo-
ple reduced. Instead of an increase in the volume of in-
dustrial production, in 1975 there was an 8.9 per cent
drop. Under these conditions, the state switches its in-
comes policy instruments into lop gear, as a means for im-
plementing the long-term strategy of the bourgeoisie, and
as a way of disguising the anti-popular goals of program-
ming. The idea of this policy is to introduce a cenlralised
state system of control over the movement of wages, to
usc a drop in the working people’s real incomes to get out
of the crisis. In two years (1974-75), the cost of living in
France rose by 27 per cent. Not without reason do bour-
geois economists declare that incomes policy ix potential-
ly effective and worth developing.
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Analysis of the development of state capitalist program-
ming shows that attempls to apply elements of overall na-
tional management ol the development processes come up
against Lhe insurmountable barriers of private property.
Production relations of capitalism force state programming
into lhe procrustean bed of private enterprise inlerests.
The contenl and methods of programming in general are
subordinated to the interests of the monopolics and serve
as a means for mobilising national resources for a further
expansion of monopoly capital.

Allempts to use state-monopoly rvegulation to smooth
over tho impacl of the capitalist veproduction cycle, to in-
crease the economic growth rate in individual periods, and
Lo improve the efficiency of production, do not rid capi-
talism of Lhe crisis, inflation, idle productive capacity and
unemployment. In 1975, the gross national product of the
developed capitalist counlries combined fell by 4.3 per
cenl, while inflation was on the increase. In the same year,
the army of completely unemployed Llopped the 16 mil-
lion mark. The volume ol industrial produclion dropped
in Japan by 10.4 per cent, in Italy by 9.2 per coanl, in the
FRG by 6.2 per cent, and for the capitalist countries com-
bined by 11.6 per cent. Lhe entirc capitalist world found
itsell, as a result of the crisis, lthrown back to the 1971-
72 level. In spite of Lhe revival of business activity in
1976-77, the scale ol unemploymenl in the ten most de-
veloped capitalist countries has remained virtually the same
for the enlire period, at over 13 million people.

Capitalist reality testifics to the impossibility for state-
monopoly capitalism to realise a planned, balanced econ-
omy and attain an equilibrium on the national scale,
and thus al least partially stabilise economic develop-
ment.

The Organisation
of Economic Programme Fulfilment
in the Newly-Free Countries

The main aspects of the implementation of the develop-
ing conutries’ plans and programmes can be divided into
two groups of problems. IFirst, there arc the socio-econom-
ic condilions delermining the possibility, in principle, of
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implementing the plans. Second, Lhere are the problems
of the practical implementation of programmes under the
specilic conditions of the underdeveloped economy of a for-
mer colony, The first group of problems is sufficiently
widely discussed and can be reduced to some general prin-
ciples. The UN Commnittee for Developmeni Planning not-
ed in the report at its Lthird session that partially the de-
velopment strategy is not co-ordinated with the existing
economic and social conditions, In other words, the newly-
free countries’ desire to develop more rapidly does not
comply with the nature and depth of the socio-economic
measures carried out by them,

In the opinion of the 3rd conference of Asian planners,
the success of planning depends primarily on the success-
ful implementation of agricultural plans, since from S0 to
90 per ecent of Lhe national product is produced in the ag-
ricultural sphere. Today, however, in spite of the reforms
adopted and carried out by many newly-frece counlries, the
existing agrarian relations in them still do nol create pre-
condilions for the successful implementation of develop-
ment plans. In the agricultures of the Asian, North Afri-
can, Middle Eastern, and Latin Awmerican countries, semi-
[eudal survivals are still strong, which not only hold back
the development of productive forces, hul in practice also
act as a barrier Lo stale control.

In the majority of newly-[rec countries, the public sec-
tor, as the material base for planning, accounts for an in-
significant share in the economy. Although the public sec-
tor acts as the basis for the development of overall na-
tional planning, it is only an island in the sea of private
capitalist, petty-commodity and semi-subsistence econo-
mics, Only state regulation measures of no greal significan-
ce in the overall management of the economy are applied to
the privale sector. It must be remembered, too, that there
is a considerable uncontrollable part of the economy—for-
cign capital, which still occupies very strong and, in some
countries or sectors, dominating positions. These are
no more Lhan some of the socio-economic conditions un-
der which the plan is implemented, but they are the main
ones.

Although the developing countries differ in area, level of
development, economic structure, and so on, one can identi-
fy more or less common faclors holding back the realisation
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of economic programmes and concentrate attention on the
questious arbitrarily called the “mechanism for plan ful-
ilment”. Sowe bourgeois economists cousider Lhat under-
fulfilment ol the plans is mostly explained by bad plan-
ping. Others call for a decisive improvement in plan ful-
filment. The experts of the UN Economic Commission
lor Africa noted in the early 6Us that economic planning
in Alrica was uot salisfactorily implemented in even Lhe
mosl rudimeutary form. lnitially, the UN Economic Com-
mission for Asia and the Far Kast considered that, al-
though most Asian couutries drew up plans carcfully
enough for them to be realislic and co-ordinaled, they were
implemented only partially, slowly and in many cases in-
efficiently.

This is a resull of the still widespread opinion among
the planners ol Lhe developing counlrics that the stages
in the compilation and implementation ol the plan are
isolated and independent of one another. This often re-
sults in tho planners unot focussing enough on the choice
of measures required to ensure [ullilment of the sel tusks,
and cxplains why most plans contain more or less de-
lailed information on what needs to be done, but are very
sketchy on such problems as how lo do this and who
should do it. Take, for example, the Nalional Economic
Commission of Nigeria, which began Lo develop the entire
set ol measures for fulfilling the 1962-68 plan after the
programme had been adopted. The same applies to the lu-
dian five-year plans where, according lo the eminent In-
dian economist D. R. Gadgil, the mosl obvious defect is
the almost complete lack of any techniques for fulfilling
them. ln other words, plans, like other official docu-
ments, do nol sel out any economic or financial policy or
administrative and organisational measures for fulfilling
them; often there are not even any guidelines on co-
ordinating the development of private enterprise, changes
in financing, credil policy, etc. The weak organisational
and co-ordinalion aspect of planmning, as one of the main
reasons for non-fulfilment of plans, tells on the entire plan-
ning process.

Researchers from the socialist countries have often point-
ed to the uwrealistic nature of the plans as ome of Llhe
reasons lor their not being [ulfilled. This manifests itsell
right in Lhe initial planning stages. Sometimes insuffi-
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ciently justified provisions are adopted that all investment
projects must be completed on time and all available re-
sources usced clficiently. This leads to Lhe establishment of
unrealistic rates for the utilisalion of raw and other ma-
terials, energy, and so on, and to an exaggeration of the
expecled volume of productive capacily.

An underestimation of the initial inveslment expendi-
ture also leads to the elaboralion of unrealistic plans. The
rates for these outlays are understated to convince the
central bodies of the nced for and cconomic profitability of
individual projects. Once the cenlral planning body has
approved such projects, the initial estimates are reviewed
and considerably raised by the compilers. In such cases,
the plan cannot be realised since there is no internal equi-
libeium between its key characteristics.

An assessment of whether the plan is realistic obvious-
ly consists in determining the amount of risk involved in
its fulfilment, which can be reduced if reserves are pro-
vided [or, especially in seclors and branches where the de-
gree of indeterminacy is high. Reserves of such resources
as fuel, limited raw materials and, of course, curreucy,
are of major significance.

Given the multiparty systems in the majority of devel-
oping countries, the co-ordination of administrative activ-
ities often assumes a clearly political hue. Compilation of
the plan is conditioned by the polilical line elaborated for
a particular period but, in practice, divergences [rom the
previously proposed platform are frequent.

it should be noted that the existing forms for co-ordi-
nating planning activities are characterised by the com-
plexity of the administrative procedure, which is one of
the reasons for non-fulfilment of the plan.

Thus, so far there is no organic interconnection between
the elaboration of plan targets and the measures for
implementing them. This testifies to the lack of a com-
plex of administrative and organisational measures as an
eflicicnt means for speeding up economic developmendt.

1t should also be noted that the majority of plans and
programmes are compiled by Lhe central planning bodies,
whosc associates are not always able to assess the regulat-
ing impact of all Lhe econumic levers and admiunistrative
measures on the process of plan task fulfilment. In a num-
ber of developing countries, a paradoxical siluation often
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arises in which the measures taken in the tax, price for-
malion and credil policy spheres hinder rather than fur-
ther attainment of the planned results.

Thus, it is very urgent for the newly-frce countries (o-
day to ensure that the economic levers chosen for imple-
menting the development programmes are compalible and
co-ordinated. This means that their dircct impact on the
course of economic development must be cumulative, not
contradictory.

The transition to the principles of planned economic
management requires a restructuring of the work of many
links in the administrative apparatus. The tasks of im-
proving Lhis apparatus and raising its efficiency must be
an essential and integral part of the economic planning
process. At the present time, the administrative machine-
ry in most developing countries does not correspond to
what is required for exercising a planning ipMucnce. The
administrative structure set up during the times of colo-
nial dependence was geared, in the main, to a range ol
commitments connected with juridical and legal matlers.
The government bodies were thus unable to immediately
resolve the problems arising {rom the new conditions when
attempls were made to plan the managemenl of economic
and social development. In such a situation, therc has to
be a constant search for the most efficient ways of modern-
ising the administrative apparalus, and the rights aund
duties of its various subdivisions must be precisely defined
wilh respect Lo the new tasks. In this, the administrative
apparalus directly concerned with the process of eco-
nomic development should not be considered in isolation.
It is an essential and integral part of the overall state ad-
ministration system.

The formatiou of a central administrative apparatus
docs not, however, exhaust the problems involved in organ-
isalional transformations. The achievement of the opti-
mal division of functions betwecn the central planning
body and regional planning establishments is cousidercd
by the economisks of the developing countries as one of
the key organisational problems in the improvement ol
planning. In gencral, the preposals are thal the regional
plans be implemented by the central planning organisa-
tion within the framework of the national plan. This cre-
ates an opportunity for further specification of regional
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programmes by local planning bodies that are hetter ac-
quainted with local conditions and production resources.
As a consequence, the regional programmes are adjusted
by the central planning bodies and implemented by local
ones. In this case, the central bodies offer advice to the
latter. The developing countries’ planners believe that max-
imum centralisation of planning does not give positive
results, since contacts with regional cstablishments are
then made more difficult and artificially restrieted. Tt is
only justified in an emergencv, when regional planning
bodies are just boing set up.

All this testifies that, without consistent socio-economic
transformation, no successful implementation of plans can
be expected and. consequently, neither can economic hack-
wardness be overcome and economic development take place
without crises. The conditions providing the social ba-
sis for the organisation of plan and programme fulfilment
are a result of the corrclation of class forces, the trends
and forms of the class struggle in each individual devel-
oping country at specific stages in it development,

The social conditions under which the nlans are imple-
mented, the scale of the public sector and the state’s ac-
cess to sufficient material and financial resonrces for exer-
cising overall planned management are, undoubtedly, of
major significance. At the same timo, there are problems
the successfnl solution of which furthers the fnlfilment of
programmes even at the given level of socio-cconomic de-
velopment in each country that is selting out on indepen-
dent development.

> » »

The choice of one system of measures or another for en-
suring the realisation of development plans and pro-
grammes in the socialist, capitalist and developing countries
is determined by a whole complex of factors—differences in
speial structure, the forms of property, the nature of plan-
ning and programming, the tasks of the plans and pro-
grammes. Characteristic of socialism is the development
of a system of control and «timulation of plan fnlfilment
geared to seeking oul the hest combination of the interests
of socicty and individual work collectives. This system is
developing and improving, but the overall tasks remain
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unchanged—to find methods for realising plans that ensure
the consistent development of the economy in order to
salisfy the nceds of the national economy as a whole, en-
terprises and each individual member of socialist society.

The formation of a system of measures for the realisa-
tion of state programmes in the developed capitalist coun-
triecs is tending towards various combinations of instru-
ments for direcl and indirect stale intervention in the econ-
omy, with the indirect measures predominating. For the
realisalion of programmes, Lhe stato tries to ‘‘purchasc”
the co-operation of firms in such programmes, using main-
ly incentives for this purpose. Thus, the system of meas-
ures for cncouraging the private sector is Decoming an
instrumenl by which the monopolies redistribute state re-
sources in their own interesls.

In the newly-free countries, the formation of a machin-
ery for the implementation of development programmes
is complicated by a number of faclors, escpecially the pres-
ence of backward forms of social organisalion of society,
the underdeveloped state of modern forms of management,
and the acute shortage of qualified personnel. A major role
is also played by the lack of co-ordination betwcen the
process of plan elaboration and plan implementalion.



CONCLUSION

In summing up our research it should be stressed Lhat,
under modern conditions of social and economic world de-
velopment, there is a need for more profound scientific
analysis of halanced and planned development. This is
engendered both by the further development of the plan-
ning of the prospects for socialist society and the attempls
of the capitalist countries to apply a set of programming
instruments to cure thie ills of the bourgeois system. This
need is felt particularly aculely when considering the prob-
lems of state planning and programming in the develop-
ing countries, where the choice of a future course of de-
velopment is in some way connected with attempts to ap-
ply specific methods of state intervention in the economy.

Theoretical and methodological analysis of the set of
questions iuvolved in the use of planning instruments un-
der various social conditions shows that one of the main
directions in critical comparalive analysis is the study of
the methods used to draw up economic development plans
and programmes. Analysis of the planning and program-
ming methodology is inseparable from ascertainment of the
fundamental differences in the content and goals of nation-
al cconomic planning in socialist countries and statc pro-
gramming in the capitalist countries. Thiz interrelation-
ship allows the conclusion Lo he drawn thal no special,
third form of planning activity by the slate is possible
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in the developing countries and the evolulion Lo be traced
of the initial forms of “planning” in such countries either
in the direction of socialist planuing or that of capitalist
programming.

At the same lime, a comparison of the content of the
slate’s activities in the planning and programming sphere
under different social conditions shows that the concept
of the planned, balanced economy requires further devel-
opment, one way being to analyse il as the general form
of development of the socialist economy.

In describing the differences between the methods used
to elaborate national economic plans for the socialist econ-
omy and the national programmes in the capitalist coun-
tries, mentlion must also be made of certain common f{eatu-
res of a formal nature in the procedure for planning and pro-
gramming on the macro-cconomic level, while noting the
fundamental differences in the methodological principles.
In addition to the differences in the theoretical and method-
ological aspects, there are also other differences resulting
from the goals of socialist planning and capitalist pro-
gramming. The latter uses a restricted set of instruments
within the bounds of the limited state-controlled resources
to assist the market mechanism. The result is a develop-
menl of methods for elaborating programmes with ele-
ments of functional interrelationships between the parts
and the whole. Socialist planning, which acts as a gener-
al form of management, has an incomparably wider choice
of means and methods at its disposal for drawing up the
plan and for implementing it. Even so, this distinguish-
ing feature of capitalist programming could be studied
further in order to cvaluale the possibilities for applying
cerlain methods to planning and management where such
interrelationships exist under socialism, too.

A critical comparison of certain specific methods also
allows the limited nature of capitalist programming meth-
ods, and the broad opportunities for developing the meth-
ods of socialist planning to he assessed and the useful-
ness eslablished of studying other countries” cxperience
for improving certain specific planning melhods.

A parallel consideration of planning under socialist con-
ditions, programming under capitalism, and the attempls
al plaunning in the newly-frec countries shows the com-
plexity of introducing elements of planning into the man-
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agement of the multistructured economy’s development, Lo
establish the contradictory nature of this process and its
weak poinls. At the same time, such an analysis prompts
the conclusion that planning and its methodology in the de-
veloping countries have become Lhe centre of a fierce class
struggle both within these countries and internationally.
Thus, it is important not only to study this phenomenon
thoroughly, bul also for the socialist couniries to give
theorctical and practical assistance to the devcloping states
in their efforts to initiate planning. Account should also be
taken in this of the fact that the methods of planned man-
agemenl cannot remain an unchanging and constant instru-
ment. They must correspond to the main trends in the
changes taking place in the developing countries. As
Leonid Brezhnev noled in the Central Gommittee's report
to the 25th CPSU Congress, this means the “shifting of the
centre of gravily in industrial development (o the state
sector, abolition of fcudal landownership, nationalisation
of forcign entorprises Lo assure the young states’ effeclive
sovercignty over their national resources, and formation of
their own personnel”. !

The methods of planned management must not only
correspond to the level of development of the economy,
but also change in response to the specific tasks and prob-
lems that arise. Planning methods are instruments for
solving economic problems in economic praclice.

The actual process of plan implementation in the new-
ly-free counlries raises many very urgent development
problems, both economic and social. These are the ques-
tions of the sources of finance and, above all, of their
structurc—the size of taxes on enterprise profits, taxes on
the ineomes of peasants and workers, foreign loans and
internal accumulation; of how to ensure proportional de-
velopment and a balance of financial and material resources
or, on the contrary, to give preference to inflationary in-
vestment leading to a drop in the standard of living.
Organisation of control is required over the utilisation of
resources in the country, the creation of production man-
agement bodies, determination of the scale of the public

1; Documents and Resolutions. XXVth Congress of the CPSU,
p. 15.
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sector and provision for its efficient operation, the clabora-
tion of a policy with respect to private enterprise, and so
on.

In solving such development problems use can often be
made of the planning experience of the socialist countries,
especially the USSR. It is obvious that the conditions
under which planning in the socialist countries took shape
diffcred from those obtaining today in the majority
of developing countries, the fundamental differcnce
lying in the socio-economic structure of social
production, distribution and consumption, as well as
the economic and social institutions resulting from this
strueture. In spite of such substantial differences, certain
common problems of economic development and planning
in the ncowly-free countries can be resolved using the ex-
perience of Lhe socialist ones, These include the task of
overcoming or closing the gap in development levels be-
tween the newly-free countries and those with developed
cconomics. This task can be resolved by an acceleration of
growth, a substantial increase in the scale of accumula-
tion, rapid industrialisation and, consequently, dcop struc-
tural changes in the economy.

Analysis of the content, methods of programming and
the instruments for realising the economic development
programmes of the capitalist countries clearly shows that
atlempts to apply state regulation to heal the ills of cap-
italism are fruitless. The “planning™ activities of the
bourgeois stales, having speeded up devclopment, even-
tually led to a further intensification of the contradictions
both within the country and within the framework of the
capitalist system on the international level. Competition
between the internalional monopolies has led to a form
of struggle that cancels out all attempts by bourgeois gov-
ernments to “plan” development. In accordance with the
laws of capitalism, the working population pay for col-
lapse of the prograinme for the “flourishing of the welfare
society”, Fifteen million nnemployed, wage cuts, and price
rises are what the working people have to pay for the
“frec society™. All thig confirms the illusory nature of re-
formists” hopes that planning might rid all members of ca-
pitalist society of the growing fecling of despair as the
economy drifts from ecrisis to crisis. Crises only confirm
that the instability of capitalism’s development is an in-
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tegral part of it and that no cfforts by the bourgeois
slale can abolish the laws governing the capitalist mode of
production.

Only the socialist world can provide an answer to the
fundamental questions of social development, only socialism
demonstrates the efficient use of economic planning in the
interests of all the people.
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