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REPORT BY ALEXEI KOSYGIN, MEMBER
OF THE PRESIDIUM OF THE CPSU
CENTRAL COMMITTEE AND CHAIRMAN
OF THE USSR COUNCIL OF MINISTERS

“ON IMPROVING MANAGEMENT
OF INDUSTRY, PERFECTING
PLANNING AND ENHANCING

ECONOMIC INCENTIVES
IN INDUSTRIAL PRODUCTION”

Comrades! The Presidium of the Cendral
Committee is submitting for discussion at the
Plenary Meeting proposals for improving the
planned guidance and organisation of industrial
management. The solution of this most impor-
tant problem is imperatively demanded by the
practice of communist construction n our
country.

The October Plenary Meeting of the GPSU
Central Committee has taken the first steps ip
a new approach to essential problems of nation-
al economy based on a deep analysis and all-
round consideration of the objective laws of eco-
nomic development. The Party, drawing on the
historic experience of socialist construction in
our country and the experience gained by the
entire world socialist community, is gaining an
ever deeper insight into the essence of economic
relatlions in our society, in order to utilise its eco-
nomic laws and tremendous creative potentiali-
lies correctly.



The Soviet Union is on the threshold of a
new five-year plan. We have to make a big slride
forward along the road of cconomic development
and considerably raise living standards. The Pre-
sidium of the Central Committee and the Council
of Ministers hold that a series of measures have
io be taken to improve planning and industrial
management and strengthen economic incen-
tives in production, in order to cope with the new
tasks in developing indusiry—the basis of the
entire national economy—and to create condi-
iions facilitating the acceleration of technical
and economic progress.

The correct solution of these problems is of
tremendous political and practical significance.
It is no exaggeration to say that the successful
completion of the programme of building the
material and technical base of communism, the
funther raising of the nation’s well-being and the
strengthening of the defence capacity of our
country will largely depend on how they are
solved.

The problems concerned with improving
planned industrial management have been exten-
sively and vigorously discussed for a number of
years by Parlty workers and economy executives,
scientists and the press. Many useful proposals
have been made.

The basic measures which are being submit-
ted to this Plenary Meeting of the CPSU Central
Committee, have been thoroughly discussed by
executives, Party workers, economists and others
in many industrial enterprises in Moscow, Le-
ningrad, Volgograd, Minsk and other cities, by
scientists and experts in planning and economic
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organisations. The proposals were also consid-
ered by the Councils of Ministers of the different
Union Republics, the USSR State Planning Com-
mittee, the Presidium of the Academy of
Sciences, Ministries, State Commiitees and De-
partments. The essential theses of the draft have
met with universal approval.

I. Industrial Development and
New Demands on Management

Comrades! Our industry is developing on the
sound and firm basis of socialist production re-
lations. A considerable increase in the volume
of production has been achieved in the course
ol the Seven-Year Plan; the pattern of produc-
tion has improved; the foremost branches are
progressing at an advanced rate. Ever new areas,
and especially areas in the eastern part of the
country, are being drawn into industrial devel-
opment.

In the course of the Seven-Year Plan, which
is being completed this year, the overall volume
of industrial production will grow by 84 per cent
instead of the 80 per cent envisaged by the plan.
The production of electric power will more than
double, from 235,000 million kwh in 1958 to
509,000 million kwh in 1965. Steel output is fo
increase from 55,000,000 to 91,000,000 tons,
which is much more than the total production
of steel in Britain, France and the FRG com-
bined. Oil production will rise this year fto
242,000,000 tons compared with 113,000,000 tons
in 1958, and extraction of natural gas will total
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approzimately 130,000 million cubic metres as
against 30,000 million cubic metres in 1958. The
2.4-fold increase in the output of engineering
and metal-working industries and the necarly
2.5-fold increase in the output of the chemical
industry are an important result of the Seven-
Year Plan. Output in light and food industries
has increased 50 per cent.

More than 5,500 major industrial enterprises
have been built and put into operation in Lhe
course of the past seven years. Fixed assels in
the national economy have increased by 90 per
cent, and in industry by 100 per cent. This
means that in the course of the Seven-Year Plan
we shall have increased the fixed assets in in-
dustry to twice the value of fixed assets at its
disposal in 1958 as a result of all previous de-
velopment.

The technical standards of Soviet industry
are rising. This is expressed in the constant
growth and renewal of fixed assets and increas-
ed amount of power per worker, in the develop-
ment of new branches of production, the creat-
ion and introduction of most modern highly
productive equipment and mechanisation and
automation of production processes. Thus the
amount of power per worker in industry has
increased over 50 per cent in the last seven
years.

The
ing and
secure
economy, are steadily assuming a bigger share
of the tolal production volume. In the course
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of the seven years the share has increased [rom
27 to 35 per cent.

Soviet science and technology have outstand-
ing achievements to their credit which have mer-
ited world-wide recognition and a leading posi-
tion in a number of important fields of world
scientific and technological progress. The won-
derful achievements ol our couniry in space
exploration are well known. Vast opporlunities
are opening up for using sputniks and rockets
to improve communications, weather forecasting
and navigation. The Soviet Union is in the fore-
front of world progress in nuclear physics and
atomic engineering.

Major successes have been achieved in the
sphere of electrification, in the design of the
world’s biggest hydro-turbogenerators, thermal
lurbines, and in transmitting electricity over long
distances.

Sovietl science has made a major contribution
ators. Achieve-
have provided

broad opportunities for evolving new ellective
methods of processing materials. Tangible pro-
gress has been achieved in increasing the hard-
ness and durability of many structural materials.
Industrial production has been started of arfili-
cial diamond crystals for abrasives. Important
achievements have also been registered in other
branches of science and technology.

As a result of technological progress new
branches of

steadily growing. A step forward has been
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made in creating a number of specialised bran-
ches, such as the manufacture ol spare parts,
metal castings, hardware, forgings and other
ilems of general use in industry.

In the course of the Seven-Year Plan, a num-
ber of major measures have been implemented
to improve the well-being of the pcople. Work-
ing hours have been cut, average wages have
risen, taxes on the wages of a substanlial section
of factory and office workers have either been
abolished or reduced, and pensions have been
introduced for collective farmers. There is a
much better assortment of goods available on
the home market and the supply of consumer
goods has increased. Housing construction is
being conducted on a large scale.

All this is the result of the crealive efforts of
our glorious working class, engineers, technicians
and scientists; it is the result of the major organ-
isational and political work carmied out among
the masses by the Party, government, trade
union and Komsomol organisations.

But in order correctly to understand the
tasks of achieving a further advance of social-
ist industry, we have to take into account a
number of factors characterising the present
stage in the development of social produclion.

The scale of production, the volume of capi-
tal investments and the value of the fixed assets
have grown immensely. Economic relations have
expanded considerably and become more com-
plex.

The rate of scientific and technical progress
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olution advamces to the fore such problems as

lations for capifal investment and al the same
time secure a considerable increase in the ma-
terial well-being of the people. This poses very
sharply the problem of expanding the means
of securing a growth of resources.

This moves to the forefront, as the central
problem, the need to raise to the utmost the
eiliciency of social production to save live and
materialised labour, and considerably and stead-
ily to increase the returns from capital invest-
ments and fixed assets.

Of great importance, in this connection, is
intensification of the siruggle against all manner
of mismanagement, squandering and unproduc-
tive spending. Our administrative apparatus is
greally overstaffed and too costly. We must in-

ception, and first of all in industry, is assuming
decisive importance at the present stage of de-
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velopment of Soviet economy, science, lechno-
logy and culture.

And how do matters stand with regard to
raising elliciency of production and produclivity
of social labour?

In order correcily to evaluate the slale of in-
dustrial production, it is necessary clearly lo see
not only the successes achieved but also the
shortcomings and difficulties, as well as Lhe

near future.

It must be said that our economy scientists
are doing very liltle to analyse the effectiveness
of production and work out ways to increase it.

The tremendous socio-economic advantages

means can be allocated for the development of
production and raising the well-being of the peo-
ple. That is why we must strive to achieve a
constant increase in profits from each rouble
invested in fixed assets.

The fact that our fixed assets are not yet
sufliciently utilised necessitates tremendous in-
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vestments in creating new productive assets. This
directly affects the distribution of the national
income and the magnitude of the share allocated
for popular counsumption.

inc

mmust also grow steadily, We have the possibili-
ties for this. All we need is to use them rational-
Iv. This calls for a comstant improvement in the
use of the tremendous and ever growing produc-
tive assets created by the labour of the people,
and an increase of the productivity of social
labour.
We must admit that the advanta and op-
ol eco-

and on the whole is overfulfilling the targets of
the Seven-Year Plan, we are/mnol satisficd with
the results achieved, especially in such branches
as the light, food, chemical, timber and paper
industries and in tHe buitding materials industry.

We are aware, comrades, that in the not too
distant past quite a few errors were committed

thoughtl

n solvin

led {o an
between the different branches of economy. For
a long time we have not had the necessary cor-
relation between the development of agriculture
and the development of industry. The lag in ag-_
riculture has resulted in a slowing down of the
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rates of development in industry, and especially
in the branches producing consumer goods.

The March Plenary Meeting of the CPSU
Central Committee considered in delail the rea-
sons for the lag, and evolved concrete measures
to step up the development of all branches of
agricultural production. We must say outright
that it was only the March Plenary Meceting
which mapped out effective measures o do
away with that disproportion. The consistent
implementation of these measures can already
be felt in practice.

incomes of the population and the standards of
material incentives. The elimination of this lag
by raising the efficiency of all social production
is the principal task today.

Some negative phenomena in the national
economy have also developed as a result of un-
derfulfilment of plans in some branches of hea-
vy industry, mainly in putting new capacities
into operation. This has caused certain difficul-
ties in the supply of raw materials and semi-
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finished products, which has been the case, for
cxample, in the chemical industry.

There are serious shortcomings in capital
construction: the time set for putting new ca-
pacities into operation is exceeded, which in-
creases the cost of putting the enterprises into
operation and ties up considerable state funds.

In modern conditions, when technology is
developing rapidly delay in building enterprises
means that the equipment installed becomes
lechnically obsolete even before the plant beco-
mes operational.

To a great extent the major drawbacks in ca-
pital construction are related to wunsatisfactory
planning. Inflated plans for capital construction
result in funds being scattered over many pro-
jects, lead to financial and material difficulties,
and harm the national economy.

The USSR State Planning Committee must
play the main role in regulating the system of
capital construction planning. The State Plan-
ning Commiitee must in its plans adhere strict-
ly to the correct correlation between financial
and material resources and the volume of capi-
tal construction, irrespective of pressure brought
to bear on it by government departments and
local organisations. We must firmly and consist-
ently adhere to this approach in our plan for
1966, which will greatly accelerate the develop-
ment of our economy and cut down the extent
of unfinished capital construction. :

It is also necessary to reconsider the system
of planning capital construction. The work of
construction organisations must not be evaluated
on the basis of how much money they have
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spent but by their output, i. e., by the enterpri-
ses and housing actually completed.

A radical improvement in capital construc-
tion calls for the implementation of many mea-
sures with regard to financing, to improve the
cost-accounting system between the contracting
organisations and their clients, to improve on
the designing and quantity-surveying of projects
and construction work as such. We must evolve
such measures that later on will enable us to
consider all problems of organisation and plan-
ning of capital construction thoroughly and as
an entity.

The decrease in output per rouble of fixed
productive assels is connected to a considerable
extent with retarded utilisalion of new capaci-
tiecs. The planned production indices, at enter-
prises being put into operation, are in a num-
ber of cases reached over four years or even
longer. Especially poor usc is being made of new
production capacities in the chemical industry,
the iron and steel industry, the building mate-
rials industry, and the pulp and paper industry.
More often than not this is due to putling in-
complete plant into operation at new enterpri-
ses, and the result of errors and miscalculations
in design and technological processes. Poor or-
ganisation in supplying pnew plants with raw
materials and a lag in training the necessary
personnel for these plants also exercise a detri-
mental influence.

There has beem a serious lag in utilising the
capacities of the synthetic rubber plants as, for
instance, in the Kuibyshev, Volzhsk and Efre-
mov plants, where capacities for producing new

16

types of synthetic rubber exist. Our national eco-
nomy has nof been getting large quantities of
synthetic rubber, for which there is a very great
need. The capacities which have becn made
available for the manufacture of double super-
phosphates are also being poorly used. Thus, of
the production capacity commissioned in 1963 at
the Voskresensk Chemical Plant, only 17 per
cent is being used, and of the capacities put into
operation in 1964 at the Volkhov Aluminium
Plant—32 per cent.

Acceleration of the utilisation of new capaci-
ties is a fundamental problem of scientific and
engineering progress.

At present, industry has entered such a stage
of ils development where the rates of growth are
increasingly determined by technical progress
and the speed with which scientific achievements
are employed in the production process, Bui we
have substantial shortcomings in this sphere
which tend to exercise a delrimental influence
on the rates of growth of industrial production
and the technical re-equipment of many enter-
prises.

The reasons for retarded introduction of sci-
entific achievements stem, on the one hand,
from the impracticality of a number of scientif-
ic projects, and, on the other hand, from the
slowness with which  industry masters the
highly effective technological processes, machin-
ery and useful materials which science has
miade available. Permit me {o cite a number of
examples.

Several yeans ago, and for the first time in
the world, our scientists evolved a highly effec-
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ment and to work metals at high speeds. It was
necessary to organise the production of_high-
in order to secure the wide-
of the new method. The
quipment, however, has not

yet been organised.

Several years ago our scientists evolved fun-
damentally new and highly-efficient transisto-
rised electric current converters. These conver-
ters, as compared with the old mechanical or
mercury converters, are highly elficient and
smaller in size. Despite all their advantages our
industry is lagging inexcusably in developing
their production on a broad scale.

Over five years ago Soviet scientists evolved
a method of producing polypropvlene,a highly
effective structural material. Polypropylene can
be used to manufaclure pipes, fixtures and parts
of machines resistant to chemical attack, parts
for radio- and electrical-engineering industries,
film for industrial, agricultural and domest-
ic purposes, and very durable fibres. The
first plant in our country for producing polypro-
pylene was to have been put into operation in
December, 1964. However, the Moscow City Eco-
nomic Council and the State Chemical Commilt-
tee have not as yet put it into operation.

Plans for research work and the introduction
of achievements of science and engineering in
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production processes

{ulfilled. The situatio

ry in the designing

production of new machines. Complex mechani-
sation and automation of production is being in-
troduced too slowly, and the cfiiciency of a num-
ber of the measures relating to automation is
very low. The introduction of new technological
processes in produclion is inadequate.

The pattern of production of machinery and
equipment being turned oul by many branches
does not conform to modern standards. Up to
now, for example, precision casting machines
and forging and pressing equipment account
for a very insignificant share of the total output
of metal-working equipment.

It is necessary that we should considerably
expand the output of modern types of machin-
ery and equipment. Above all we must increase
the output of forging and pressing equipment,
machines for precision casting, machine-tools
and machines for working metals with the help
of electrophysical, electrochemical and other
highly productive methods.

While comprehensive development of our en-
gineering industry is essential we must make
broader use of the achievements of foreign
technology. \

The quality of our goods must be up to the
best international standards. This requires an
improvement in technological and production
routines at all enterprises and higher overall
production standards, in order to genuinely
satisfy our own needs and the needs of our
cxport trade.
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The raltonal use oi manpower résources 18
of greal importance in accelerating rates of de-
velopment of production and in improving the
well-being of the people. At the present time
85 per cent of our total able-bodied population,
including 75 per cent of the women, are either
employed in social production or are studying
and the rest of the population arc cngaged in
the work on individual plots or in houschold
work. This data indicates there are opportunities
for drawing additional manpower into social pro-
duction or the seTvice sector.

There are considerable reserves of manpower
in small towns, especially in the western areas
of the Ukraine, Byelorussia, a number of places
in Transcaucasia, and in some of the central
areas of the Russian Federation. It must be
stressed that one of the reasons for such a state
of affairs is the tendency of economnic organisa-
tions, committees and ministries to develop pro-
duction and build new enterprises primarily in
large cities. That cannot be considered as cor-
rect.

The State Planning Commiitee must explore
manpower resources according to their nation-
wide distribution and must envisage, in nation-
al-economic plans, such a distribution of pro-
duction and construction work as will secure
the most complele utilisation of manpower re-
sources in the national economy.

The Presidium of the Central Committee of
the Party and the Council of Ministers of the
USSR have thoroughly analysed the shortcom-
ings in the national economy and have laid bare

the reasons for the slackening in rates of eco-
!
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nomic growth. This analysis has shown that cer-
tain difficulties in the development of our eco-
nomy are of atemporary nature and must be
overcome very quickly.

The Presidium of the CPSU Central Commit-
tee and the Council of Ministers of the USSR are
of the opinion that in tackling the problems of
the further development of indusiry and the rais-
ing of the people’s living standards, the great-

economical conditions and the present level of
productive f[orces.

The economic initiative and the rights of en-
terprises are cramped
sibility is insuflicient.
fem is in many ways
system of material en

cy are needed in

pro planning wunder
pre mportant to take
(he on into account

at the correct vre resources,
adequately to from the top,
but also from with the in-

creased needs and  demands of the population,
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rapidly to introduce scientific and engineering
achievements into production and to f{ind the
best solutions to economic problems in the con-
ditions of each enterprise.

and by using sound business principles. Only
then will the system of economic management
be able satisfactorily to tackle the tasks of rais-

by a planned socialist economy.
Improvement in planning methods, and an in-
crease in economic stimuli with regard to in-

of communism.
In the conditions of teday, when production
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progress and the develop
of production. For this
principle of management
branches is an essential

the correction of this situation.

of the republics.

Proposals on the following are entered for
consideration by the Plenary Meeting of the
CPSU Central Committee: [irsily, the improve-
ment of planning, the increasing of economic
initiative of enterprises and economic stimuli of
production and, secondly, the improvement of in-
dustrial management. The first group of ques-

tions is the new and re-
cently e Socialist Enter-
prise an with the Resolu-
tion on Economic Rights

of the Union Republics. Together these ques-
tions comprise an entity.

The main aim of the submitted proposalsis
{o bring the planning system and methods of
economic management into conformily with the
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tasks of communist construction, to develop
further the most important aspects and advan-
tages of the socialist system of production, and
thus to secure a more rapid development of our
economy on the road to communism.

Allow me to proceed to an exposition of the
problems connected with the improvement of
planning and the increasing of economic stimuli
in industrial production.

II. Improvement of Planning and
Increasing of Economic Stimuli
in Industrial Production

Whatl are the main tendencies by which it
is proposed to improve the forms of economic
planning and the methods of economic manag-
ement at each and every enterprise?

Firstly, a number of measures are envisaged
to raise the scientific standards of state planning
of the economy.

The rates of growth of production and the
national income, and the basic proportions en-
visaged in the national-cconomic plans must be
optimum, i. e., they must guarantee the best and
the most effective utilisation of all existing pos-
sibilities in conformity with the objective econ-
omic laws of socialism. In conditions of the
present scientific-engineering revolution, the task
of the planning organisalions is to envisage a ra-
pid rate of industrial application of the latest
achievements of science and engineering in their
plans. Plans must be compiled taking into ac-
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count the prospects for scientific-engineering de-
velopment. It is necessary 1o augment the impor-
tance of long-term plans, and to work out a sys-
tem ‘of scientifically substantiated planning
norms.

Thus we shall be able to avoid cases of volun-
tarism in planning and create the conditions for
raising the effectiveness of social production.

Secondly, a complete system of measures are
being proposed in order to expand the econom-
ic independence and initiative of enterprises
and associations, and to naise the importance of
the enterprise as the main economic unit in our
economy, In condjtions of the growing concen-
tration of production and expanding rela-
tionships between enterprises, the existing fra-
mework of economic independence has become
too cramped for modern socialist enterprises and
tends to restrict their ability to raise labour pro-
ductivity and production efficiency. The expan-
sion of economic independence of enterprises
and the growth of the political consciousness
and activity of the working class provide the
possibility for collectives to participate on a
broader scale—under the leadership of Party or-
ganisations—in the management of production.

To this end it is necessary to abolish the im-
position of excessive regulations on the econo-
mic activities of enterprises, to provide them
with the necessary means for developing produc-
lion and to establish firm legislative guarantees
for the expanding rights of the enterprises.

Thirdly, it is proposed to strengthen and de-
velop the system of cosl accounting, to inten-
sify the economic stimuli in production with the
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help of such indices as price, profit, bonuses and
credit. It is necessary to increase the interest
of each enterprise in the growth of its produc-
tion, in increasing incomes and the optimum uti-
lisation of its tremendous wealth—the fixed as-
sets assigned to the enterprise.

It is planned greatly to increase the interest
of wage and salary-earners in improving the
overall results of the work of their enterprise
and thus to strengthen the economic foundation
for expanding mass activiies and initiative in
economic construction, and to ensure greater

workers.

On the Improvement of Industrial Planning
and on the Expansion of the Economic
Independence of Enterprises

In order to expand the economic independen-
ce of individual enterprises it is proposed to re-
duce the number of indices demanded by higher
bodies. At the same time those indices that are
retained in the plan should be aimed at raising
production efficiency.

As seen from experience, the index of ove-
rall volume of output does not stimulate the en-
terprises to produce goods which are really need-
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overall volume of output, such an enterprise
would have been considercd to have fulfilled its
plan.

However, it would be not sufficient to ap-
praise the work done by an enterprise conly on
the basis of the volume of goods sold. The na-

uires definite items of pro-

ing social needs. TFor this

for the more essential as-

must be retained in the sys-
tem of planned indices.

When economic ties between enterprises are
well organised and the contract system is well
developed, it will be possible to reduce steadily
the assortment of goods produced according 1o
the state plan, and to substitute for it a group,
or enlarged list of commodities.

2



The assignment for goods sold is aimed at
establishing a closer link between production
and consumption, and to orientale the enterprise
towards raising efficiency, it would appear to
be better to use the profit index, the index of
profitableness. The amount of profits characte-
rises, t0 a considerable extent, the contribution
made by an enterprise {o the couniry’s net in-
come which is used to expand production and
raise the people’s well-being.

It goes without saying that profit assignments
do not tend to lessen the importance of the need
for lower production costs but, on the contrary,
increases it. One of the most important tasks of

ers is io lower production costs.
osls index should command spe-
the technical, production and
the enterprise.

take into account not only the amount and incre-
ment of profit obtained, but also the level of
profitableriess that has been attained, ie. the

am assels.
in the
pla
labour
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indices from enienprises—the productivity of la-
bour, number of workers, level of average wages
and the size of the wage fund. From now on it
is proposed to cul down the number of these
indices to one—the wage {und. This, of course,
does not mean that the other indices have lost
their significance. The indices of labour produc-
tivity, the number of workers employed and that
of average wages remain, as belore, important
elements in the national-economic plan and the
production plan of the enterprise itsell. Bul is
it really necessary to hand down all these assign-
ments to an enlerprise {rom above? We have
discovered {rom experience that such a system
of planning hampers the initiative of ihe enter-
prises in searching for a way to increase labour
productivity.

There have also been proposals not to have
the wage fund of an enterprise assigned from
above. But to discard the planning of the wage
fund would be premature. The neccssary balance
between the quantily of consumer goods manu-
factured and 1he population’s purchasing power
must be guaranteed in the mnational economy.
And the populalion’s purchasing power is deter-
mined in large measure by the wage [und.

In future, when we are able considerably to
expand the production of consumer goods and
accumulale necessary reserves of these goods it
will be possible to abolish the system of pre-de-
lermining the wage {und for enterprises. This is
planned, first of all, for industries producing
consumer goods.

Thus, an enterprise will have the following
indices set from above:



the volume of goods to be sold;

the main assortment of goods;

the wage fund;

the amount of profits and level of profitable-

ness;

payments into the state budget and alloca-

tions from the state budget.

Besides these, the following indices will be

set:

the volume of centralised capital investment

and exploitation of production capacilies and

fixed assets;

the main assignments for introducing new

technology;

material and technical supplies.

All other indices of economic activity will
be planned by the enterprise independently, with-
out endorsement by a higher organisation. This
will relieve the enterprises of excessive control
and will permit them to adopt the most econom-
ical decisions in the light of actual production
conditions.

While extending the economic independence
of enterprises, the state will continue to observe
a unified policy in the sphere of technical pro-
gress, capital investment, labour remuneration,
prices and financing, and will organise the com-
pilation of accounts and statistical returns ac-
cording to a unified system.

One of the main tasks facing the planning
and economic organisations is to improve the
quality of goods in conformity with the de-
mands of consumers and modern technical
standards.
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The plans must incorporate the most impor-
tant indices relating to technical standards and
the quality of goods, and all financial, man-
power and material resources necessary o Se-
cure them.

It is necessary to raise the role of State Stand-
ards as an eflfective means of raising the quali-
ty of goods. The State Standards must be raised
constantly in the light of the latest achieve-
ments of science and engineering. A system of
state cerlification of the quality of goods should
be introduced.

The normal economic activity of enter-
prises is frequently upset by the fact that the
plans assigned to them from above are not sub-
stantiated by the necessary techmical and eco-
nomic calculations, and that the different sec-

tions of the plan are not inter-related. Up to

now, sufficient concern has not been given to
working out the technical and economic norms
which are necessary in planning and in econom-
ic management. Assignments are frequently
changed, which tends to disrupt the work
of an enterprise and lowers the production ef-
ficiency. One of the main tasks in improving the
planning system is to work out stable plans for
enterprises, compiled on the basis of scientifical-
ly elaborated norms and technical-economic cal-
culations which take into account the peculiari-
ties of different branches of indusiry and groups
of enterprises.

The raising of scientific standards of plan-
ning presents the Soviet economists with
the job of analysing modern processes related
to the technical and economic development of
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the country and ol defining the trends and pros-
pects that are emerging. Special attention should
be allotted to the increasing of economic elfecti-
veness of new machinery and equipment, to re-
adjustments in the patterns both of production
and consumption, and to the exploration of eco-
nomic inter-relationships, the comprehensive
development of regional economies and the ter-
ritorial division of labour throughout the
country.

In the obtaining conditions, when raising
Lthe technical standards of production and ils ef-
ficiency has been moved to the forefront as the
most impontant task, the planned management
ol the economic activity of an enferprise cannot
be restricted to annual plans. Due importance
has not been ascribed to long-term plans. Many
enterprises did not take the trouble to compile
them at all, and those that did usually failed to
correlate them with the plans for the develop-
ment of the national economy. Another major
drawback in the existing system of long-term
planning is that the assignments included in such
long-term plans and, in particular, the target
figures for the Seven-Year Plan, were not broken
down into annual figures.

Such a state of aflairs leads to a situation
wherein enterprises do not know in advance
what prospects are in store for their own work
and thus cannot organise their production in
advance, nor establish long-term ties with sup-
pliers and consumers.

It is proposed to establish the five-year plan
as a basic planning form, including the annual
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distribution of the more important assignments,
so that the enterprises may implement their pro-
duction and economic activities on the basis of
the plan.

Not enough attention has been paid recently
in national-cconomic plans to measures direct-
ed at increasing production elficiency in differ-
ent branches of indusiry, which is a violation
of the branch principle of management in in-
dustry. In industrial management and in com-
piling national-economic plans the problem now
is to increase the significance of each branch of
industrial production, and to guarantee the cor-
rect combination of planning by branches
and planning at republic and economic-region
levels.

In this conneclion we must mention the ‘tasks
facing the USSR State Planning Committee, The
Committee must concentrate on securing correct
balances and inier-relationships within the na-
tional economy, on raising efficiency levels in
social production, on working out means for an
accelerated growth of the national income and
for raising the people’s well-being. Of special
importance, in this respect, will be a more pro-
found and thorough working out of national-
economic balance-sheets, in particular the na-
tional income and its utilisation, the manpower
supply and its utilisation both in the couniry as
a whole and in separate areas, the balance be-
tween money incomes and expenditures of the
population, the sources and distribution of finan-
cial resources, and supply and utilisation of the
more important matenial balances.
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On Increasing Economic Stimuli for
Enterprises and Strengthening the Cost-
Accounting System

Improvement of the forms and mecthods of
planning will make it possible to tackle the prob-
lem of strengthening and developing the sys-
tem of cost accounting in a new way. Lenin
stressed that each enterprise must work on a
paying basis, i. e., its income should be suflicient
to cover the expenditures and still make a profit.

The enterprises operating on the cosl-ac-
counting system and their managers must bear
full responsibility for the economic resulls of the
work they do. Lenin’s ideas on the cost-account-
ing system must become firmly entrenched
in our economic activities. In the consistent
implementation and further development of the
idea of cost accounting we see the way to the
solution of many of the current problems of
communist construction at the present stage.

What must be done in order to strengthen
and develop cost-accounting in the new condi-
tions?

Firstly, it is necessary to create conditions
whereby enterprises will be able to solve their

terprises more of the profits they derive in order
to develop production, improve their techniques,
materially encourage their workers and improve
labour and living conditions of the wage and
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salary earners on their staffs. The profits to be
left to an enterprise should be in direct propor-
tion to the elfectiveness with which it utilises the
productive assets assigned to it, the increase in
volume of the goods it sells, improvements in
the quality of its goods, and the increased pro-
litableness of the enterprise. Al the same time
inancial grants made by the state to enterprises
for capital investment must be restricted and
the credit system expanded.

Secondly, il is necessary to strengthen the
cost-accounting system in inter-enterprise rela-
tions to guarantee that enterprises adhere
strictly to consignment deliveries as stated in
concluded contracls, and to increase their mate-
rial responsibility for discharging their obliga-
tions.

Thirdly, on the basis of the
system, it is necessary to provide
tives for the entire personnel a
and section of the enterprise to

ing internal resources.

In short, it is necessary to orientate all the
ing out
produc-
thereby

Under the existing system, capital invest-
ments are almost exclusively allocated according
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lo the central plan, and in the main are devoted
to the construction of new enterprises. In many
cases operating enterprises do not have the nec-
essary means at their disposal and thus cannot
replace obsolete equipment quickly enough. The
result is a tendency towards slowing down the
growth of labour productivity, improvement in
the quality of the goods produced and in-
crease in the profitableness of production.

It is proposed that every enterprise should
have @& produclion development fund to be
formed from deduclions from its profits. Such
funds will also be supplemented by part of the
amortisation fund which is intended for fthe
complete replacement of fixed assets. At present
this part of the amortisation fund is totally di-
rected in a centralised manner towards financ-
ing capital construction and enterprises cannot
use these means at their own discretion.

When these measures are implemented, the
size of the production devclopment fund—which
the enterprises will be free to use for technical
improvements in production—will comprise a
much larger sum than is the case mnowadays.
This can be seen from the following data.

In 1964, expenditures from enterprise [unds
for the introduction of new techniques and de-

velopment of industrial production totalled’

120,000,000 roubles and 600,000,000 roubles of
bank credits were spent for the same purpvses;
the total figure was therefore 720,000,000 rou-
bles. Under the new conditions the devclopment
funds will amount to approximately 4,000 mil-
lion roubles in 1967, including 2,700 million rou-
bles of the amortisation fund.
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The strengthening of the cost-accounting sys-
tem and the economic stimulation of production
depends on the basis on which the state grants
means to the enterprise, and the way in which
enterprises transfer part of their income to the
state budget.

At present no charge is made for financing
capital investments from the state budget. Enter-
prise managers are not much concerned with
the cost of the reconstruction of the enterprise
or how effective the additional capital invest-
ment will be, because their enterprises are not
obliged to refund sums granted them. Hence we
need such a system that will induce our econom-
ic managers to be more concerned as to how
to use investment funds in the most effective
manner, so that new installations and workshops
will be built with a minimum of capital invest-
ments, put into operation in good time and work-
ing at planned capacity as quickly as possible.

One way of tackling this problem is to switch
from the free allocation of means for capital
construction to long-term crediting of enterprises.
It is suggested that the credit system will,
first of all, be introduced for capital investments
in already operaling enterprises. As for new con-
struction work, it appears that it might be ex-
pedient to introduce long-ferm credit for those
construction sites where expenditures might be
refundable in a companratively short period of
time.

Of great importance in making production
more ellicient is the correct and economical use
of the working capital allocated to an enterprise.
At present, any deficiency in working capital is
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refunded to the enterprise from the state budget.
We cannot, therefore, speak of a genuine cost-
accounting system if the enterprise does not, es-
sentially speaking, bear any economic respon-
sibility for the utilisation of the working capi-
tal allocated to it. It is proposed to abolish the
practice of providing free supplements to the
working capital of enterprises from the stale
budget and inslead, where necessary, to grant
them credits for these purposes. Such a system
will encourage enterprises to use the working ca-
pital allocated lo them more thriftily.

A change in the system by which cnterprises
make payments to the state budget from their
incomes is also envisaged.

At present the size of the deductions made
from the profits of enterprises in favour of the
state budget does not depend on the value of the
fixed assels assigned to them. That is one of
the reasons why enterprises attempt to obtain
more money from the state for capital invest-
ments, and for supplementing their working ca-
pital, without taking mnecessary measures on
their part for their rational use. If sometimes
happens that an enterprise purchases equip-
ment for which it has no need, merely in order
to spend the funds allocated 1o it.

As has already been said, the efficiency of
using productive assets has recently declined in
a number of branches of industry. It is most
important, therefore, to interest cnterprises in
increasing their output and raising not only the
sum total of their profits but also the percentage
of these profits in relation to produclive assets
assigned to them. To do that it is necessary to
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credit the state budget with charges against the
profits of enterprises in proportion to the value
of fixed assets and working capital allocated to
them, calculating thesc deductions as payments
for productive assets.

The norms of payments for fixed assets and
working capital will be established for a pro-
longed period of time-—several years—so that

working capital will retain more profits for
setting up incentive funds, and thus provide Lhe
necessary material encouragement for the bet-
ter use of state money allocated to the enter-
prise.

connection. Therefore it is proposed that deduc-
tions for fixed assets be made only after the end
of a period envisaged to permit the full utilisa-
tion of these capacities.

It must be stressed that these payments are
not proposed as additional payments to the state
budget over and above payments which enter-
prises are making now; the idea is that a consid-
erable portion of these payments to the state
budget be obtained through new channels.
Looked at in perspective, payments for fixed
assets will become the most important part of
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state income, and ‘the importance of other pay-
ments, including the turnover tax, will be cor-
respondingly reduced.

It is also planned to introduce cost account-
ing on a broader scale in infer-enterprisc rela-
tions. At present the economic responsibility of
an enterprise in its dealings with other enter-
prises is most inadeguale. Contracting has not
as yet acquired the impontance it deserves in
relations between enterprises.

It is proposed to increase an enterprisc’s or
organisation’s material responsibility in cases
of non-fulfilment of contract obligations for de-
liveries of goods so that, as a rule, the party at
fault will make good any losses incurred. Rail,
water, road and other transport organisations
should bear greater responsibility for delays in
moving goods from enterprises and retarding
their delivery to the customer. It is also necessa-
ry that design organisations should be account-
able for errors they make in projects, technical
drawings and designs, when these errors lead
to material losses and additional expenditures
during the building or commissioning of a pro-
ject.

The introduction of the goods-realised index
miakes the position of producing enterprises and
the size of their funds dependent on payments
by customers. It goes without saying that every
enterprise must itself bear full responsibility for
making payments and settling accounts with
suppliers on time. A cost-accounting relationship
between enterprises demands that payment dis-
cipline be tightened. Simultaneously the role of
state credit in economic turnover must be in-
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tensified with the aim of guaranteeing unhind-
ered settling of accounts between suppliers and
their clients.

On Measures to Stimulate the Material Interests
of Workers in Improving the Work of
Enterprises

At present, the material incentives provided
for production collectives and for individual
workers to make them interested in improving
the over-all results of their enterprise’s work are
quite inadequate. Enterprises possess very limitf-
ed opportunities for raising the remuneration
of industrial and office workers from the sour-
ces of income created by the enterprise itself.

About 50 per ceut of industrial enterprises
do not possess funds created from their own
profits, and in those cases where enterpnises do
possess them, these funds are very small and
sums paid out from them for encouraging work-
ers are insignificant. Nearly every kind of bonus
and other stimuli are being paid out not from
profits but from the wages fund. The achieve-
ments of the enterprise in increasing profits and
profitability of production do not have any
direct effect on the wages of the staff of the en-
terprise.

It is necessary to change this system in or-
der to give the workers a greater malerial incen-
tive. It is necessary to introduce a system under
which the enterprise’s opportunities for increas-
ing the remuneration of its workers would be
determined, above all, by the growth of produc-
tion, improved quality, increased profits and
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manpower.
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A fund for the material stimulation of the
workers will be set up at each enterprise from
the profits obtained by the enterprise. Alloca-
tions made to the material stimulation fund
should be made according to stable norms, estab-
lished for a number of years and in such a
manner as to ensure that the volume of the

The malerial stimulation fund will also in-

crease, depending on the by new
goods and on additional by the
enterprise from higher p quality
goods. The enterprises wi in mas-
ter ickly
as

cost
of and

wages are not the same in different branches, a
dilferentiation is suggesled in the norms for de-
ductions made to the stimulation funds accord-
ing to the branch of industry and perhaps even
according to separate groups of enterprises with
due account to the wages fund.

A fund for financing social and cultural un-
dertakings and for housing construction must
also be set up at enterprises. This fund will go
for new housing (over and above the centralised
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resources allocated for this purpose), for
building and the upkeep of pre-school children’s
institutions, Young Pioneer camps, rest-homes,
sanatoriums and for other social and cultural
needs.

Consequently, the better an enterpnise func-
tions the more opportunities it will have not
only for raising wages but also for improving the
living conditions of its workers and for cultural
and health-protection undertakings.

The proposed changes in the methods of plan-
ning and economic stimulation are not based
on theoretical conclusions alone but also on the
results of practical experience which we have
already obtained.

In 1964 and 1965, new methods of planning
and economic stimulation were introduced in a
number of enterprises of the garment, footwear
and textile industries. The work of those enter-
prises was evaluated on the basis of the fulfil-
ment of the plan for goods sold and of the profit
obtained.

Recently a new system of bonus payments
to managers, engineers, technicians and office
workers was introduced at enterprises in a num-
ber of industries, aimed at raising the workers’
interest in the growth of production and the
qualily of the goods. The first results already
confirm the correctness of the road chosen. I
would like to dwell in greater detail on one
practical experiment involving the use of the
new system. I shall speak about enterprises
concerned with road transpont.

There are some major shortcomings to be ob-
served in the work of these enterprises. About
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half of all journeys are performed by empty lor-
ries. The plans, of course, envisage annual as-
sighments to reduce empty runs, to diminish
maintenance costs, to increase loads carried by
lorries, ete. In practice, however, they yield little
result. The road transport organisations cite a
host of arguments to prove the impossibility of
fulfilling the planned quotas assigned to them.

Five months ago the Council of Ministers of
the USSR delegated the Labour and Wages Com-
mittee, together with the Moscow and Leningrad
City Soviets, to introduce a new system of plan-
ning and economic stimulation in some road
transport organisations. The system was intro-
duced in three Moscow and two Leningrad orga-
nisations. They were major organisations with
dilferent specialities—servicing construction, the
trade network, industry, and inter-urban trans-
port.

The economic independence of those organi-
sations was expanded: they had a reduced num-
ber of planned indices assigned from above; they
were granted major rights as regards the use of
any profit above the planned level, and savings
in the wage fund, for the material stimulation
of their workers, for improvement of socio-
cultural conditions and for developing their
own production base.

The Presidium of the Council of Ministers
of the USSR recently examined the first results
of their work and heard the reports of the di-
rectors of two of the Moscow road transport or-
ganisations. Alrcady the first resulls of their
work have shown that the introduction of the
new system of planning and material stimulation
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members.

The new system of planning and economic
stimulation increased the workers’ interest in
the results of their work. In the course of four

improving the production base, accumulating
reserves, for socio-cultural requirements and for
the material stimulation of the workers.

Of course, one can hardly expect the work of
all road transport organisations to improve as
easily as this. Nevertheless, the results of the
experiment speak for themselves. We cannot fail
to see in them new factors which will yield im-

46

portant effects in other branches of the national
economy, too.

The transition to new forms and methods of
economic stimulalion of industrial production
demands the improvement of the system of price
formation. Prices must increasingly reflect ex-
penditures of socially necessary labour, and must
cover production and turnover outlays and se-
cure the profits of each normally functioning
enterprise.

The existing neglect of cconomic levers in
planning and managing the national economy,
and the weakening of the system of cost ac-
counting, are to a great extent connected with
the considerable shortcomings in the system of
price formation. If prices are not substantiated
then economic calculations lose their dependabi-
lity which in turn encourages the adopting of
subjectivist decisions.

At present, when wholesale prices are deter-
mined for industrial goods, it is becoming abso-
lutely necessary to substantiate scientifically the
calculated level of profitableness in the branches
of industry. Normally functioning enterprises
must obtain their profits from the realisation of
their produce at wholesale prices; in this way
they must derive an opportunity to set up stimu-
lation funds and to dispose of the necessary
means for expanding eir activities, for paying
for their fixed assets a  for making other trans-
fers to the state budget.

Price must also play a major role in tackling
the problems connecled with the raising of the
quality of goods, and improving the length of
service and durability of goods. Thus, when

47



prices are determined for new improved models,
they must reflect the additional expendilures
made by the manulactures and the economic
effect which the customers will get from using
betler quality goods. In such a situation, manu-
factures will be more interested in improving
their produce and it will be economically more
advantageous for consumers to purchase such
goods.

In the course of preparing for this Plenary
Meeting, the Presidium of the CPSU Central
Committee and the Council of Ministers of the
USSR have decided to set up a State Committee
for Prices attached to the USSR State Planning
Committee. This Committee is entrusted with
working out and presenting, by January 1, 1966,
proposals relating to the main trends in the eval-
uation of wholesale prices for industrial goods,
basing its decisions on the need to bring prices
as near as possible to levels of expenditure of
socially necessary labour. These prices must
guarantee the implementation of the planned
measures for the improvement of planning and
the economic stimulation of the enterprises.

Improvements in the system of price forma-
tion and in the methods of determining whole-
sale prices will help in improving the economic
organisation of the work of industry, in finding
additional reserves and in securing systematic
and conslant reduction in the cost of production.
There can be no question but that retail prices
can be reconsidered only with the aim of re-
ducing them.

Experience shows that the task of establish-
ing wholesale price levels for all kinds of

48

goods, and the preparations of new price lists
for all branches of industry, take considerable
time. It will probably be possible to introduce
the new prices in 1967-1968.

At the same time. the State Planning Com-
mittee. the Ministry of Finance and the Commit-
tee for Prices will have to introduce—for those
branches of industry where the transition to
new forms of economic stimulation will take
place at an earlier date—the necessary amend-
ments to operating prices in order to eliminate
unjustified differences in profits derived from
goods made by those branches.

Such is the general outline of the main pro-
posals for improving planning and the stimula-
tion of industrial production, The proposed sys-
tem of planning and stimulation is also appli-
cable, in its main features, to construction work,
railway transport and certain other branches of
national economy. But it must not be extended
to those branches mechanically, without taking
into account their specific economic features and
the tasks facing them. Work in this direction
will be carried on gradually.

III. Improve the Organisation
of Industrial Management

The improvement of organisational forms of
managing the national economy on the basis of
the Leninist principle of democratic centralism
and the timely elimination of outdated forms of
management is an objective necessity. It is dic-
tated by the need of developing productive for-
ces and socialist relations of production.
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It goes without saying that the true improve-
ment of economic management has nothing in
common with unfounded, hurried reconstruc-
tions divorced from real economic life and con-
trary to the requirements ol objective economic
laws.

The recent years have seen large-scale reor-
ganisation of economic management in our
country. Beginning with 1957, industry has been
managed through economic councils. Industrial
ministries were abolished, and the enterprises
operating under them were subordinated to eco-
nomic councils.

The management of industry lhrough eco-
nomic councils had a mumber of positive aspects.
In some cases this resulted in the useful amalga-
mation of related enterprises, in the setting up
of plants for equipment repair, manufacture of
semi-finished parts and tools for enterprises in a
wide range of industries.

But as time passed, major shoricomings be-
came apparent in the management of industry.
Management of an indusiry, which presented a
single whole as regards production and technical
features, was scattered throughout numerous
economic regions and proved to be absolutely
inadequate. The branches seemed to have be-
come “dissolved” in the economy of economic
regions. The enterprises of heterogeneous bran-
ches were often managed by economic councils
not through specialised, but through multi-sector
boards. The economic councils lack the neces-
sary skilled personnel for many branches of in-
dustry.

This made us look for ways and means to
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branch. In the socialist system of economy, an
adequate concentration and centralisation of in-
dustrial managerial forces can be effected only
by implementing the branch principle of man-

of branch amalgamations based on cost account
ing within the framework of economic councils
bears out the fact that a better form of manage-
ment—the branch form—is persistently coming

management.

To improve the management of industry, it
is necessary to set up managerial bodies pat-
terned on the branch principle. These must be
industrial Ministries vested with all the rights to
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manage the production branches and fully
responsible for their development.

The Ministries will plan and control preduc-
tion and deal with the issues of technical policy,
material and equipment supplies, financing, la-
bour, and wages. The branch research institu-
tions will be subordinated to them, too. This
will facilitate the enterprises’ production and
economic aclivity, since all the basic issues
concerning their production and economic activ-
ities will now be settled by a single body—the
Ministry.

The Ministries will be responsible for satis-
fying the needs of the national economy and of
the population in the necessary produce. They
must show initiative in the manufacture of new,
progressive kinds of goods and deal quickly and
efficiently with issues that would guarantee
the development of the production of these
goods in conformity with the growing demand.

Naturally, the centralised planned manage-
ment of the economy must be combined with the
development of initiative in the Unjon Republics,
local bodies and enterprises.

It is planned to establish Ministries for the
industrial branches—aAll-Union, Union-Republi-
can and Republican Ministries—with due consi-
deration to the production and technical fea-
tures of the industrial branches.

We propose that All-Union Ministries be set
up for the branches of the engineering industry
which particularly requires single technical man-
agement on a country-wide scale so as to carry
out the standardisation, unification and norma-
lisation of machines, units and parts and to gua-



rantee their high quality corresponding to mo-
dern standards of world science and technology.
These problems can be successfully solved pro-
vided that the enterprises of the engineering in-
dustry arc managed on a country-wide scale.

We propose the’ following All-Union Minist-
ries for the management of engineering branches:

Ministry of Heavy, Power and Transport
Machine-Building,

Ministry of Construction, Road-Building and
Municipal Service Machinery Building,

Ministry of the Tractor and Agricultural Ma-
chinery Industry,

Ministry of the Automobile Industry,

Ministry of Electrical Engineering,

Ministry of Instrument-Making, Automation
Devices and Control Systems,

Ministry of the Chemical and 0il Machinery
Industry,

Ministry of Machine-Tool and Instrument-
Making Industry,

Ministry for the Production of Machinery for
the Light and Food Industries and of Household
Machines.

It is intended to place other branches under
Union Republican subordination. This means
that the participation of the Union Republics in
the management of enterprises of these branches
will be secured. Both Union-Republican Minist-
ries of the USSR and Ministries of the same
name in the Union Republics will be set up, and
the Republics themselves will decide, on agree-
ment with the corresponding Ministry of the
USSR, whether lo set up a Ministry or a Board
(Economic Amalgamation) in the given branch
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in the Repiiblic.

It is proposed that the following Union-Re-
publican Ministries of the USSR be set up:

Ministry of Ferrous Metallurgy,

Ministry of Non-Ferrous Metallurgy,

Ministry of the Coal Industry,

Ministry of the Chemical Industry,

Ministry of the Oil-Extracting Industry,

Ministry of the Oil-Refining and Petrochemi-
cal Industries,

Ministry of ‘the Timber, Pulp and Paper,
and Wood-Working Industries,

Ministry of the Building Materials Indusiry,

Ministry of the Light Industry,

Ministry of the Food Industry,

Ministry of the Meat and Milk Industry.

Union-Republican industrial Ministries or
Boards (amalgamations) in the Union Repub-
lics will be subordinated to the Councils of
Ministers of the Union Republics and the cor-
responding Union-Republican Ministry of the
USSR, and in their work in managing enlerpri-
ses will be guided by the instructions issued by
the Union-Republican Ministries of the USSR.

As regards industry of Republican subordi-
nation, the Republics will themselves decide on
the expediency of setting up Ministries and
economic amalgamations. A vital function of
the Republican organs will be the utmost devel-
opment of local industry to take care of the
needs of the population.

The CPSU Central Committee and the
USSR Council of Ministers discussed and adopt-
ed a decision envisaging the granting of new
rights to the Union Republics in the field of
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planning, capital construction, financing, labour
and wages. We in the future must also pay
serious attention to the development of lhe ini-
tiative of the Union Republics in the sphere of
economic and cultural construction.

The organisation of Ministries must in mno
case entail an increase in managerial staffs. On
the contrary, they must be reduced. It is neces-
sary to draw up a simple structure of Ministries
and small stafl's since enterprises and economic
amalgamations are to be granted big rights and
there is no need of creating machinery which
would keep enterprises under petty wardship.

The setting up of branch Ministries will call
for enhancement of the role of the State Plan-
ning Committee. With the existence of central-
ised organs of branch management the import-
ance of coordinated development of separale
branches of the economy and economic areas
of the country grows.

The State Planning Committee is now sub-
ordinated to the USSR Supreme Economic Coun-
cil. But the task of the State Planning Com-
mittee is, as Lenin stressed, the scientific plan-
ning of the entire national economy. Therelore,
it is suggested that the USSR State Planning
Committee, as a Union-Republican organ, be
directly subordinated to the USSR Council of
Ministers.

In order to ensure proper territorial plan-
ning and comprehensive exploitation of natural,
labour, power and other resources in the eco-
nomic areas, the State Planning Committees of
the Union Republics will elaborate draft plans
for the development of the national economy
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Republics. _
Thus, the State Planning Committees of the

manifestations of a narrow depantmental ap-
proach.

It is intended to reorganise the USSR State
Research Coordination Committee into the All-
Union State Committee of the USSR Council of
Ministers on Science and Technology. It is ex-

pedient tate Construction Com-
mittee, rdinated to the USSR
Suprem ncil, to be rcorganised
into a of the USSR Council

of Ministers for Construction, preserving il as
a Union-Republican body.

It is planned to abolish the USSR Supreme
Economic Council, the USSR Economic Coun-
cil, and the Republican Economic Councils and
Economic Councils of the economic areas.

Questions of the organisation of material

and equ occupy an important
place in nt of the national econo-
my. The ation of material resour-
ces, incr productivity, profitable-
ness of production, and quality of finished goods

o7



largely depend on how material and equipment
supply is organised. In order that material and
equipment supply accord with the needs of the
national economy, it must be planned and man-
aged as a single independent system.

A departmental system of material and
equipment supply with a great number of small
offices, depots and warehouses, overlapping one
another’s work, existed up till 1957. It was a
costly supply network, which did not allow for
flexible manocuvning of material resources avail-
able in the national economy.

The measures effected in recent years in or-
ganising supply and sale along territorial lines
made it possible to improve this system some-
what. The vast number of small supply-and-
sale organisations was cut. Bigger and better-
equipped specialised depots, general (inter-
branch) offices and warehouses have been set
up. Fuller use is being made of resources avail-
able on the spot.

In the future the USSR State Planning Com-
mittee will place material and equipment re-
sources at the disposal of the USSR Ministries,
which will exercise control over these funds.
These Ministries will distribute resources among
the consumerns subordinated to them.

The realisation of funds will be effected by
the central supply-and-sale boards and terrilori-
al material and equipment supply bodies oper-
ating at the present time.

It is intended to retain the existing territori-
al material and equipment supply bodies with
the network of offices and specialised and gen-
eral depots and warehouses for the realisation
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of the funds for materials, equipment and raw
stocks in conformity with the plans, They will
be responsible for the realisation of the material
funds set aside for enterprises located in those
areas, and control delivery of commodities of
these enterprises to consumers in other areas.

Direct contacts between manufacturing en-
terprises and consuming enterprises should be
developed more broadly in the future in the
sphere of materjial and equipment supply. It is
necessary to gradually go over to wholesale
trade of separate kinds of materials and equip-
ment through territorial supply-and-sale centres
in the areas of consumption.

In order to secure the guidance of material
and equipment supply in the country, it is
planned to set up a Unjon-Republican State
Committee of the USSR Council of Ministers on
Material and Equipment Supply. On it will
rest the realisation of supply plans, the secur-
ing of inter-branch coordinated deliveries, and
control over the timely fulfilment of oulput de-
livery plans. It is intended to transfer to this
Committee the central boards of inter-Repub-
lican delivery of commodities now functioning
under the USSR Economic Council.

However, no organisation of a supply sys-
tem can ensure the dinterests of the national
economy if genuine responsibility of and suf-
ficient material incentive for enterprises and or-
ganisations in fulfilling economic agreements
are not introduced.

Such in the main is the new system of the
organs of economic guidance of industry, map-
ped out in connection with the reorganisation.
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It may seem at first glance that a mere
return to former Ministries is being suggested.
To think so, however, means to disregard a
number of new flactors, to make a mistake. The
newly organised Ministries will work in entirely
different conditions when the functions of the
administrative management of industry ave
combined with a considerably greater applica-
tion of cost-accounting methods and economic
incentives, when the economic rights and the
initiative of enterprises are substantially
extended.

Within industries a network of cost-account-
ing organisations is being sel up to exercise
direct management of their respective enter-
prises. This management will be increasingly
built on the principles of cost accounting with
the strict observance of state planning discip-
line, of course. The Ministries will rely in their
work on cost-accounting organisations by hand-
ing over many operative functions {o them.
Moreover, within Ministries (this particularly
applies to the Ministries of the Light and Food
Industries) many chief departments must also
operate on the principle of cost accounting. The
Ministries will concentrate on the main trends
of the progressive idevelopment of their respec-
tive branches. Emphasis will be made on eco-
nomic levers, on rendering practical assistance
to enterprises in the improvement of their work
and in the consistent implementation of com-
plete cost accounting.

The development of economic methods of
industrial management changes the very char-
acter of relations between enterprises and the
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higher bodies. One should give up the old no-
tion that in relations between leading economic
bodies and enterprises the former have only
rights and the latter only duties. The develop-
ment of economic methods of management and
the extensive introduction of cost accounting in
industry call for mutual rights and duties in
these relations and for a greater responsibility
of both enterprises and industrial management
bodies.

The draft Rules of a socialist state industrial
enterpnise was discussed at length with the broad
participation of factory workers. These Rules
were studied by the Presidium of the Central
Committee of the CPSU and the Council of
Ministers of the USSR and will be introduced
after the Plenary Meeting. The Rules solve the
pressing problems of economic activity of en-
terprises not only in industry but also in con-
struction, agriculture, transport and communi-
cations.

The enterprises will enjoy wider powers in
the use of their working capital, depreciation
charges and also the money from the sale of
surplus equipment and other material values.
The housing built by enterprises will be dis-
tributed only among their workers. The enter-
prises will enjoy wider powers in the use of the
money saved in the wage fund during the year.
They will endorse independently, without re-
gistering in financial bodies, their structure and
staff and also the amount of administrative and
managerial expenses. The economic initiative
and independence of enterprises will also be ex-
tended in the solution of other questions of
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their production activity. The Rules of an enter-
prise will no doubt help lo sirengthen cost ac-
counting at plants and factonies.

The proposed measures for improving the
organisation of management and the economic
methods of industrial management are based on

f centralised state planning

cost accounling of enterpri-

ed management of industries
with a broad local economic initiative, of the
principle of one-man management with a great-
er role of the persomnel. Such a system of
economic management corresponds to the pres-
ent-day requirements and will help to make
better use of the advantages of the socialist
system.

The rapid progress of our socialist economy
will continue to raise new problems of improv-
ing economic management. This calls for a re-
solute overcoming of the lag of research in this
field and for a profound elaboration of the
scientific principles of the organisation of man-
agement of social production.

IV. Implement New Planned
Industrial Management System
in an Organised Way

Comrades, of the Plenary
Meeting will changes in the
planned man try. In actual
fact, it is an ¢ reform which
embraces the production aclivities of the entire
many-million army of workers in industry—
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workers, office employees, engineers, technici-
ans, economists and executives.

The transition to new economic-organisation-
al methods in industry will mo doubt have

a positive elfect on the economy.
It becomes possible to re system
of economic manageme tively new
stage. This will make put into

operation additional  sources to increase the
material wealth of our country and to raise the
living standards of the Soviet people.

But success will not come of ils own accord.
To realise the favourable opportunities which
now open up it is necessary: to carry out clearly
defined organisational preparations for switch-
ing economic management of industry to the
new working conditions; lo raise the standards

management must be implemented in an organ-
ised manner, by degrees and strictly to the
plan. The organisation of Ministries will take
some time. The transition to a new managerial
system must be arranged in such a way as to
ensure the fuililment of state plans and the nor-
mal operation of industry.

Until all enterprises are placed under minis-
terial control, the economic councils must con-
tinue to work and bear complete responsibility
for uninterrupted operation of subordinated
enterprises. In the same way, state production
committees are held responsible for the dis-
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charge of their duties.
At the present time, the work to dmaw up
the national economic development plan and

publics, the economic councils and state produc-
tion committees distribute the plans down to
the enterprises in time.

In view of the establishment of new Minis-
tries it is necessary to define as early as possible
the list of enterprises to be assigned to each

work. The Finance Ministry must also organise
corresponding work to shape the state budget
for 1966 with due consideration to the new
structure of industrial management.

On the basis of the adopted resolutions the
State Planning Committee, the Finance Minis-
try, the State Labour and Wages Committee,
the State Prices Committee, the State Bank
and also industrial Ministries must this year,
and especially in 1966-1967, carry out large-
scale work to prepare the statutes, methodolog-
ical instructions and directives, duly consider-
ing the specific features of each industry and
even groups of enterprises. Factory and office
workers, leading specialists and scientists must
be drawn into this work.
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in view of the transition to the new indus-
trial management system it will be necessary
to reshuffle executive personnel. This big and
important job must receive serious attention
from the Central Committees of the Communist
Parties of the Union Republics, the Councils of
Ministers of the Union Republics, Ministries,
local Party, government and economic organi-
sations.

The necessary measures should be taken to
provide highly qualified personnel for enter-
prises: after all, the success of the matter is
decided there. At the same time experts should
be carefully selected for the newly organised
Ministries, for the efficiency of the whole work
of industrial management will largely depend
on this. We must display maximum concern
for executive personnel and use every worker
sensibly.

Many thousands of capable and competent
organisers of socialist production have been
trained in the country in Soviet times. At pres-
ent more than two million specialists with a
higher and special secondary education are em-
ployed in industrial establishments. There are
more than four million Communists working in
industry. That is a big force, by relying on
which we can solve the most complex problems.
The Party and the people highly value the ex-
perts and executives, place great confidence in
them and give them utmost support in their
difficult and socially useful work.

The demands on our industrial and manag-
ing personnel are substantially growing. They
are advanced by life itself. Initiative based upon
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competence, ability to take quick decisions, a
business-like approach, a sense of the new, an
ability to make the maximum use of production
resources in each concrele situation—such in es-
sence are the new demands.

With the expansion of their powers, the lead-
ing personnel in the economy will bear greater
responsibility to the Party and the state. They
and their stalls will themselves have to solve
problems which frequently were worked out {or
them by their superiors.

The training of specialists for industry un-
der the new conditions assumes much gdrealer
importance. There are serious shortcomings here
for which the Ministry of Higher and Spe-
cialised Secondary Education and the State
Planning Committee are to blame. Serious dis-
proportions have been allowed to develop in
the training of technicians and engineers, with
the result that we have a shortage of specialists
in some industries and a surplus in others.

The economic training of engineers and
technicians is poorly organised. It is intolerable
under modern conditions for an engineer, a des-
igner or a constructor not to have a profound
knowledge of the economics of preduction.

Today the training of economists is of para-
mount importance. It is all the more necessary
to give more attention to this matter because
the country experiences a serious shortage of
trained economists. By the beginning of 1965.
specialists with a higher economic education
constituted only six per cent of the total num-
ber of specialists in the USSR, somewhat less
even than at the end of 1940.
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The system of raising qualifications of lead-
ing personnel, which existed earlier and proved
quite satisfiactory, should be revived. The abol-
ition of this form of personnel training was a
grave mistake.

In many enterprises the engineers and tech-
nicians are not used to the best advantage; heads
of factories and building projects, engincer-
ing and technical workers are made to partici-
pate in futile conferences instead of attending
to their duties. Some specialists are engaged in
drawing up reporls, stalistical data and infor-
mation, which is not in their line at all.

All these shortcomings in the lraining and
use of personnel must be eliminated.

The industrial managers bear entire person-
al responsibilily for the work they are charged
with by the state. This rcsponsibility, the role
of one-man management in industry is becom-
ing of special importance now. But one-man
management must organically blend with the
broadest participation of the workers and office
employees in discussing all the most important
questions of the economic life of the plant and
of production management. The success of a
manager’s work depends on the support he gets
from his staff and the authority he wins by his
efficiency and adherence 1o principle.

Perfection of economic management is im-
possible without a further development of its
democratic principles, without a considerable
extension of the participation of the musses in
industrial management. The role of the factory
workers and organisations in the solution of
planning problems, the mobilisation of internal
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production reserves, the assessment of the re-
sults of the work and stimulation of workers
must be raised to a high level. In view of the
expansion of the funds of the enterprises the
role played by the factory public organisations
in the proper use of these funds rises very
considerably. A feeling must be instilled in all
workers that they are masters of their factory.
It is impossible to imagine a factory operal-
ing efficiently without strict labour discipline
and produclion routine, without the demand
that cach leading official, engineer, office em-
plovee and worker properly fulfils his duties
and assignments.

An important means of drawing the workers
and office employees into the struggle for more
efficient operation of the factories is the col-
lective agreement. Its role will now be greatly
enhanced. Collective agreements should be ex-
tensively and thorougnly discussed by the work-
ers and office employees of the factories, for it
must be remembered that their interest in im-
proving the general results of the work will
greatly increase. Every worker and office em-
ployee of the factory should know whal con-
crete measures will be taken to ensure that the
factory works better and more profitably, how

improvement in the factory’s operation will af- -

fect working and living conditions, the work-
ers’ wages, and what responsibility the collec-
tive agreement places upon the worker and of-
fice employee. Managers and trade union orga-
nisations must improve the practice of conclud-
ing collective agreements and see that the ob-
ligations embodied in them are carried out.
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The successful implementation of the meas-
ures for the perfection of industrial manage-
ment demands that the Party and trade union
organisations and the leaders of enterprises
radically improve the organisation ol socialist
emulation of the working people. Improvement
of the methods of economic management pro-
vides a firm economic foundation for socialist
emulation. Socialist emulation should be spear-
headed towards the early introduction of new
machinery, the scientific organisation of labour,
the raising of the profitableness of production,
the improvement of the quality of produce and
fowards raising labour productivity in every
way. All that is progressive in an enterprise
should be thoroughly popularised through the
medium of socialist emulation. Th's is an im-
portant condition for achieving a new and a
higher stage of socialist management at every
enterprise.

The Party, trade union, government and
economic bodies are called upon to arrange for
the extensive explanation to all working people
of the measures proposed for the improvement
of planning, for intensifying the economiec stim-
ulation of industrial production and for im-
proving management of industry, so as to mobi-
lise their effonts towards ensuring that each
enterprise, and industry as a whole. works ef-
ficiently.

Comrades, our Leninist Communist Party is
the guiding and the leading force in the devel-
opment of socialist economy on the road to com-
munism. It always takes care to find the most
effective means and methods for solving ma-
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Jor economic problems confronting our country.
The present Plenary Meeling of the Cenlral
Committee of our Party will discuss and adopt
important decisions. The implementation of
these decisions and, consequently, the success
of the development of our economy, will depend
in decisive measure on the political and organi-
sational work of our Party, of Party organisa-
tions and all Communists.

The very essence of the measures proposed
indicates the ever growing role of Party guid-
ance in economy. Increasing sharply will be the
responsibility of the Central Committees of the
Communist Parties of the Union Republics and
of the Territorial and Regional Party Commit-
tees for ensuring truly scientific management
of industry, management free of any influence
of parochialism and departmentalism, their
responsibility for the complete utilisation, in
the interests of communist construction, of the
opportunities which will provide new methods
of management. The responsibility of the Ter-
ritorial and Regional Party Committees for man-
agement of industry now increases more than
ever before.

Without doing the job of the economic
managements and abandoning petty patronage
over them, the Party Committees of all denom-
ination are called upon to use their means and
methods, working, above all, with the people,
with the cadres, with the workers and with the
industrial intelligentsia. The main thing is to
be able to mobilise the initiative and activity
of the workers of our induslry, to accumulate
their experience and their creative energy.
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- The extension of the righls and independ-
ence of the enterprises will be accompanied by
the growth of the part played by the Party or-
ganisations of the enterprises. An important place
in their activity should be finding reserves for
increasing output, improving the quality of pro-
duce and making proper use of economic sti-
muli. It is none other than the Party organisa-
tions that are called upon to develop in every
way the moral stimuli to labour, and to work
for the further growth of the communist con-
sciousness of the working people.

There can be no doubt that, with the tire-
less work of all our Party organisations, the
measures, proposed for the improvement of in-
dustrial management, will yield favourable re-
sults and their success will promote the com-
munist society in our country.

Comrades, the work of this Plenary Meet-
ing will certainly get extensive responsc abroad.
We are sure that our friends in the socialist
countries, watching with interest the Soviet
Union’s life and economic progress, will meet
the Plenary Meeting’s decisions with satisfac-
tion. However, our enemies will cerfainly itry
to distort the essence of these decisions. The
bourgeois ideologists, having heard aboul the
economic reform which is being prepared in the
USSR, are already trying to portray it as a
manifestation of the weakness of the planned
socialist system of economy. The bourgeois
press, emphasising some of the actual but most-
ly imaginary shortcomings of our economic
management, talk of some kind of a ‘“chaos”
and ‘“crisis” in Soviet economy. Apparently
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such is the distorted way in which the discus-
sions we had on questions of improving plan-
ning and management of our national economy
were reflected in the minds of some of lhe bour-
geois “experts on Soviet affairs.” We are
thinking of how to make our work still more
effective, of how to make still fuller use of the
opportunities of socialism, while they keep
harping, as in days gone by, about the failure
of our system of social production, about the
Soviet Union returning to the positions of cap-
italist economic management, about the sub-
stitution of the principles of planning by the
chaotic mechanism of market regulation.

These are vain hopes! The essence of an
economic system is in the fact who holds the
state power, the means and instruments of pro-
duction, in whose class interests production is
being developed and profits are being distribut-
ed. This is a basic issue, and on this question
we have always been and will remain on the
unshakable positions of Marxism-Leninism.
The Soviet Union is an invincible country of
triumphant socialism, a country which is con-
fidently building the malerial and technical
base of communism. Socialist property in the
USSR is developing into communist property.
And the talk of some bourgeois economists
about the gradual return of Soviel economy lo
the rails of capitalism is mere wishful 1hink-
ing.

We realise that the propaganda clamour
about the “difficulties” in Soviet economy,
about its “bourgeois transformation™ also has
another aim. Our enemies are dismayed to see
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many independent Afro-Asian countries select
the socialist way of development, study the ex-
perience of the Soviet Union and other socialist
countries, and devclop economic and political
contacts with them.

With their inventions about some kind of a
“crisis” in Soviet economy they would like to
discredit socialism, its economic methods, its
efficiency in the sphere of economy, to cast as-
persions on our country’s economic policy. How-
ever, this is a futile attempt. The decisions
which our Plenary Meeting will adopt will
open new opportunities for making still better
use of the advantages of the socialist system of
economy.

The great international significance of the
economic reform proposed lies in the fact that
it will strengthen the positions of socialism in
the economic competition between the two dif-
ferent social systems.

The improvement of the methods of econom-
ic management is being carried out in almost
all the European socialist countries. Some of
the differences in the approach to the solution
of the concrete problems reflect the specific
features of the state of economy in separate
countries. The essence of the changes taking
place is in raising the scientific level of plan-
ning, intensifying ithe economic stimuli of pro-
duction, strengthening cost accounting and in-
creasing the independence of the enferprises.

Characteristic of all the European socialist
countries is the development of the principle of
branch management ol industry, with the in-
dusirial branch production associations, work-
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ing on a cosl-accounling basis, playing an ever
growing part in these countries.

The transition to the new methods of social-
ist economic management in our country, as
well as in other socialist countries of Europe
offers better prerequisites for developing the
international socialist division of labour and
for a close and mutually profitable coordination
of economic development plans. This in itself
also attests to the great international impor-
tance of the decisions which will be adopted by
the Plenary Meeting.

The Presidium of the CPSU Central Com-
mittee and the Council of Ministers of the
USSR consider that the transition to the new
methods and forms of planning and manage-
ment of industry will strengthen the economic
foundations of the Soviet policy of cooperation
between the peoples of different countries. The
reform pronosed conforms to the basic interests
of the Soviel people interested in the prosperity
of their country. Its practical implementation
will help to achieve an improvement in the life
of the Soviet people and to increase still more
the power and defence capacity of our country
and to boost our onward march to communism.

Allow me to express my confidence that
the measures worked out by the Presidium of
the CPSU Central Committee and the Council
of Ministers of the USSR for the further im-
provement of the management of industry will
meet with the full support of the Central Com-
mittee members and will get the unanimous ap-
proval of the Party and the people. (Prolonged
applause.)

SPEECH BY LEONID BREZHNEV,
FIRST SECRETARY
OF THE CPSU CENTRAL COMMITTEE

I. Industry Must Measure up to the Tasks
of the Communist Construction

Comrades,

A question of exceptional importance in the
life of our Party and state, in ‘the life of the
entire Soviet people has been submitted to the
present Plenary Meeting for discussion. The
proposals drafted by the Presidium of the Cen-
tral Committee touch upon the cardinal problem
of furlther dimproving industrial management
and planning.

While drafting these proposals, the Presidi-
um of the Central Committee proceeded from
the necessity of removing all barriers that pre-
vent the economic laws of socialism from com-
ing into full play. We proceed from the idea
that the new organisational structure of indus-
rial management, the measures to improve plan-
ning and economic work must create possibilit-
ies for even greater development of our in-
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dustry. They must help lo develop to the full
the creative initiative of everyone in industry—
trom worker to top executive.

Comrade Kosygin’s report outlines in detail
the measures submitted to the Plenary Meeting
for consideration.

It should be stressed once more that the
Presidium of the Central Committee of the
Party has not raised ithe question of improving
industrial management, perfecting planning and
increasing economic stimulus with regard to in-
dustrial production because of failures in the
work of our industry. It goes without saying
this is not the case.

Our industry is not doing badly. This is ob-
vious enough from the facts and figures on the
growth of our industry mentioned in the report
and in the speeches at the Plenary Meecting.
Our working class, engineers and technicians
have scored notable successes in many sectors
of the industrial front.

Under the leadership of the Communist Par-
ty, the Soviet people have created a mighty,
comprehensively developed industry. On this
basis we successfully solved the task of meeting
the demands of our national economy. On this
basis we ensured the defence potential of the
Soviet Union, supplied our glorious armed for-
ces with the most up-to-date military equip-
ment. Our industry more and more fully meets
the demands of the Soviet people. The output of
consumer goods has increased considerably and
keeps growing all the time.

It is well known that with regard to gross
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industrial product the Soviet Union ranks sec-
ond in the world and with regard to many
important products ranks first.

All this might well be called the quantitative
aspect of the matter. But one should remem-
ber that the quality of our industry is quickly
changing as well.

The relative share of branches which are de-
cisive for the level of technical progress is con-
tinually increasing in our industry. We are be-
ginning to use processes which until recently
seemed a long way from practical application.
Super-high and super-low ‘tempenatures and
pressures, enormous energy concentrations are
being put at the service of man. Nuclear po-
wer, electronic computers and cybernetic devi-
ces are being put to ever wider and more ver-
satile practical use in our country.

The tremendously increased possibilities and
scale of our industry greatly increase ithe de-
mands on the workers and complicate the tasks
involved in the organisation, management and
planning of total production.

The objective trend in the development of
our industry is that the dividing lines between
the separate branches of production are becom-
ing more and more clear-cut, each developing
in its own specific way. Each has its own lech-
nology, its peculiar features of technical devel-
opment. In each of these branches the tasks
of applying and introducing the achievements
of science and technology, the tasks of training
and raising the qualifications of personnel as-
sume a specific countenance. In the meantime,
the system of industrial management through
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Economic Councils conflicts with the tendency
of branch development.

This results in a situation correctly charac-
terised by many of the comrades who spoke
here. One cannot but agree that the present
forms of industrial management and major
shortcomings in economic work prevent us from
making full use of all the advantages in our so-
cial system in the interests ol the people. This
is the principal meaning of the question we
are discussing at the Plenary Meeting today.

While drafting proposals for the Plenary
Meeting, the Presidium of the Central Commit-
tee was guided by the repeated instructions of
Lenin who conceived our Soviet economy as a
single whole, and considered it necessary fo
ensure the unity of economy on the scale of the
entire country, the close economic alliance of
the union republies.

Lenin vigorously stressed that lo deprive a
unified centre for the entire country of the right
to directly administer all enterprises of a given
branch of large-scale industrial production
throughout the country ‘“would be regional
anarcho-syndicalism, not communism.”

Practical experience has shown that the
system of industrial management through eco-
nomic councils could not properly satisfy these
important demands of unified economic man-
agement. This is quite natural: it is a fact that
no single economic council with only separate
enterprises of some branch or other under its
competence is able to manage any branch of
industry as a whole. This was clearly brought
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out in the speeches of many comrades at our
Plenary Meeling.

Branch management will make it possible to
better ensure unified technical and economic
management, to distribute and utilise more ra-
tionally the workers and the cadres of engineers
and technicians, to introduce more eflectively
the latest achievements of scicnce and tech-
nology into production. This is a tremendous
advantage of the branch system of manage-
ment.

A branch organically cannot Dbe confined
within narrow limits. Its very nature prevents
it from existing without constant contacts with
other branches of industry and the national econ-
omy as a whole. It was not accidental that even
under the present system of managing industry
through economic councils, we had to retain
the branch principle of planning the industry.
This has saved us from many errors.

Under the present structure of managing in-
dustry the guidance of research and designing
organisations is, actually, separated from produc-
tion. The .economic councils which are in charge
of industry do not have adequate cadres of
scientists, «designers and lechnologists. On the
other hand, the state committees which are in
charge of scientific and designing organisations
do not have sullicient rights for introducing in
production their achievements, and, as a rule,
have therefore to limit themselves to recom-
mendations unbinding on anyone. As a result,
conditions have evolved wherein the introduc-
tion of achievements of science, technology and
progressive experience in industry is in many
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cases artificially retarded and this, n‘atural_ly,
has a negative effect on the development of in-
dustry as a whole. .

1 would once more like to most emphtatxca_lly
stress the importance of our main t:ask.—‘to raise
the technical level of our industry, to introduce
all the best achievements of our scientists and

tor DT-74 and the Volgograd Tractor Plant
makes tractor DT-75. Both have the same capa-
city and serve the same purpose but neverthe-
less difler in design. o
The same is observed in the automobile in-

du the Likhachov Automo-
bil 7Z11.-130 lorries and the
Go ant puts out the GAZ-53a.
Bo he same carrying capacity

plicates the operation of our tractors and auto-

mobiles.
m is, apparently,

ra t the same thing
th about here when
he cited the glaring example: the fact that ten
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designing organisations of different departments
are now in charge of designing sea and river-
going tugboats. This is why tugboats of the
same capacity are buill according to nine dif-
ferent designs!

Giving these examples, T would like to stress
once iagain that the ministries and planning or-
gans that are being created anew will have to
give serious thought in the immediate future
to introducing a single technical policy in cor-
responding branches of our industry.

In discussing the problems ol improving
management of industry at this Plenary Meeting,
we are not speaking of a mechanical return to
the old system which existed prior to economic
councils, but of branch management on the ba-
sis of new principles of planning and assessing
the economic activity of enterprises on the basis
of further development of centralised manage-
ment and broader operative and economic inde-
pendence of enterprises. '

In order ito use fully all possibilities of the
socialist method of production, it is proposed
to strengthen the economic method of manag-
ing economy.

With ‘the help of a system of economic in-
centives every worker, foreman, technician, en-
gineer and office employee of an enterprise
must be made directly interested in introducing
new equipment, in perfecting technology, increas-
ing labour productivity and improving the
quality of produce. The same purposes will be
served by broadening the rights of every indi-
vidual enterprise as envisaged by the recently
adopted Statute of a Socialist Enterprise.
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The measures proposed by the Presidium of
the Central Committee are directed towards,
and envisage the utmost development of initia-
live and creative endeavours of our cadres, of
the personnel of enterprises. We are, if we may
say so, regrouping our forces, revising our pos-
sibilities in order to advance at a still faster
pace, to develop the cconomy of our state still
more successfully.

The question of properly combining centra-
lisation with the authority, initiative and re-
spousihility of local organs is a question of prin-
ciple, a major policy question. The new system
represenls a fortunale combination of central-
ism and democracy in indusirial management.
This is expressed particularly in the cstablish-
ment of union republic ministries and economic
amalgamations in a number of industries and
also in broadening the powers of the union re-
publics in the ficlds of planning, capital con-
struction, financing, labour and wages. This
will make it possible to combine well the gene-
ral interests of the state with the interests of
each republic.

The executive cadres of our union republics
have accumulated valuable experience in direct-
ing the work of industry. This experience
will undoubtedly [ind full application un-
der the new system of indusinial management.

In changing over to the new system of ma-
nagement we are reducing the number of steps
between the enterprises and the central manag-
ing body. The usefulness of this is self-evident.
At the same time it should be stressed that the
new system will demand greater independence,
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responsibility and daring in deciding matters
on the part of our cadres, in all posts and at
all levels.

The system of management which existed
until now, under which the same matters were
tackled simultaneously by several organisations
(the economic council of an economic area, the
economic council of a republic, the Economic
Council of the Union, the Supreme National
Economic Council) created conditions under
which certain workers were tempted to blame
their blunders and shortcomings on another de-
partment, to explain all difficulties by ‘“objec-
tive factors.” Under these conditions not infre-
quently even good executives began to lose their
sense of direct responsibility for the matter en-
trusted to them.

I shall quote only one example taken from
life. In order to accelerate the drilling of oil
wells, oilmen of the Volga have decided to de-
velop ia complete set of equipment and tools for
drilling with a turbodrill suspended on a flexi-
ble cable instead of drill pipes. That would
have made it possible to reduce pulling and
running operations many times. It would seem
clear to everyone that this was a vital matter.
But it took nearly a year just to agree on the
schedule for the manufacture of the aforemen-
tioned equipment and cable. Unfortunately it
has not been settled to this day because this
matter required the signatures of fifteen repre-
sentatives of different organisations under va-
rious state committees and economic councils.
The schedule must be approved by four chair-
men of state committees and two heads of re-
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publican economic councils. Bul even this is not
the limit by far. Comrade Zarobyan today des-
cribed another instance when 30 signatures from
various departments were needed to agree upon
a simple matter. Such bureaucratic practices
must be ended. Questions of this kind can and
must be settled much more simply.

One could cite quite a few other facts of
practical work being substituted by formal pro-
cedures, by the establishment of numerous com-
missions, numerous coordinations, where peo-
ple instead of doing themselves what they are
supposed to do in every instance try to pass the
matter over to someone else. '

It is clear that reorganisation of the system
of management alone is not enough to elimi-
nate these shortcomings. What is needed is pro-
longed and persistent work both by the manag-
ement and especially by Party and public or-
ganisations in educating people, in resolutely
eradicating irresponsibility, red tape, bureaucrat-
ic attitudes to work. Very important is the
choice of personnel capable of working boldly
and independently.

Comrades, the tasks facing the newly formed
minisiries have already been outlined in the
report and the speeches. Without going over
the same ground I would like to mention brief-
ly the following:

We place great hopes in the ministries. Iere
at the Plenary Meeting it must be said quite
firmly that the ministries and the ministers per-
sonally must bear full responsibility to the Par-
ty and -the state for the work of the branches
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they head. They are called upon to ensure in-
tegral development of industries on the basis
of modern achievements of science and technol-
ogy in order to satisly more fully the demands
of the national economy for industrial products
with regard to volume, assortment and quality.
An important task of the minisiries is to
strengthen state discipline in every conceivable
way, to ensure exemplary order and high effi-
ciency in the operation of enterprises.

In order to successfully accomplish the tasks
set before them the ministries must be vested
with supreme power in ‘their bmanch, be truly
government bodies. The experience of many
years in the work of ministries and economic
councils shows that numerous restrictions of
their powers and somelimes even petty tutelage
do not help to improve matters. Vice versa, the
granting of greater powers to executives creates
conditions for still greater unfolding of their
abilities. All these questions were correctly
posed in the speeches of Comrade Butoma and
other comnrades.

We must achieve utmost simplicity in the
system of management of enterprises. We must
painstakingly examine the structure of every
ministry, either existing or newly formed; re-
duce the number of stages with regard to manag-
ement of production activities of enterprises
so as to make the machinery of the ministries
more flexible, capable of promptly, efficiently
and in a competent manner settling all problems
concerning the operation of enterprises.

Work with personnel will be an important
part of the activity of the ministries. In the
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first place we must see that the ministries are
staffed with highly qualified specialists, good
organisers, capable of managing matters in a
statesman-like way. The ministries must be
made up of the best people from state commit-
tees, economic councils and enterprises. At the
same time a proper combination of young and
older personnel must be ensured. We must bold-
ly advance capable young workers ito leading
posts.

From our viewpoint, the day-lo-day direc-
tion of the work with cadres should be the re-
sponsibility of one of the deputy ministers. This,
comrades, is not a formal measure. It will make
it possible to improve considerably the choice,
distribution, ‘training and retraining of cadres,
about which many comrades have spoken here.
It goes without saying that such a measure in
no way should absolve the collegiums of min-
istries and the ministers from responsibility
for the choice of cadres.

In their time quite a few wonderful cap-
tains of produclion, specialists possessing great
experience and high qualifications came to work
in the economic councils. By their work and
skill they made a great contribution to the de-
velopment of industry. Not a single worker of
economic councils, state commiltees or other bo-
dies which are being abolished should wonder
if this know-how will be put to good use. We
have a good deal to do, comrades, there will
be work for all and it is our duty {o take care
of that.

Greal assistance to the ministries in the in-
troduction of scientific and technological achieve-
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ments must be rendered by the State Com-
mittee for Science and Technology. In no case

responsibility for their decisions and recommen-
dations. Unnecessary parallelism must be elim-
inated as well as the scattering of forces and
funds of our research institutes due to a great
number of far-fetched prospectless themes.
The reorganisation
industry and measures
methods in guiding eco

growing, big sums of money and malerial re-
sources are tied up for a long time. The work
to eliminate these shortcomings is, of course.
complicated, but it must be carried out
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unswervingly by joint efforts of the centre and
the republics.

The shortcomings in our plans and incor-
rect attitude of some managers to their fulfil-
ment are proved by numerous changes in differ-
ent indices and assignments in the course of
the planned period. It often happens that manag-
ers of enterprises or economic councils raise
the question of revising this or that assignment,
in some cases only because they themselves did
a poor job of seeing that it was fulfilled. And
there are some Party organisations which find
it possible to support such proposals and press
for reconsideration of the assignments.

It is necessary to improve planning on all
levels, beginning with enterprises and ending
with the central planning organs. Our planning
organs must become real headquarters of scien-
tific guidance of economic development. The
plans must be based on accurate evaluation of
the existing and [oreseeable demands of society,
on thorough knowledge of existing possibililies
and reserves. All questions connected with speed-
ing up technical progress must be settled
through plans, to provide the state with suffi-
cient reserves for all eventualities and for solv-
ing new tasks not envisaged by the plan.

We must most carefully choose the most
experienced, most highly skilled, conscientious
workers, good economists to work in planning
organs and primarily in the State Planning Com-
mittee of the USSR. The State Planning Com-
miltee, as Lenin said, must represent a conglom-
eration of knowiledgeable people, experts, rep-
resenlatives of science and technology. It is nec-
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essary to enhance the role of the State Plan-
ning Committee, its independence and prestige
in the system of the organs of management of
national economy.

Briefly speaking, everything must be done
in order to put an end to voluntarism and sub-
jectivism in planning. The workers of planning
organisations must be guided in their work only
by objective economic appraisals and must have
the opportunity to do so.

Comrades, the measures for improving the
management of industry, perfecting planning
and increasing the economic incentive for in-
dustrial production, which will be endorsed by
the Plenum, impenatively demand a drastic rais-
ing of the level of the organisational and poli-
tical work of our Party. It must be said outright
that if the economic measures which we are
outlining are not bolstered by the work of the
whole Party, by the multimillion army of Com-
munists, we shall not be able to carry them
out with due success.

Now the main thing in the work of the Cen-
tral Committees of the Communist Parties of
the Union Republics, territorial, regional, city
and district committees of the Party, of all Par-
ty organisations is comprehensive explanation
of the decisions of our Plenum. Our decisions
must be brought home to everyone in the Party,
every Communist, all working people. It is ex-
tremely important that every Soviet citizen
should fully understand what prompted the deci-
sions of the Plenum and what role they are lo
play in the further development of our industry
and economy as a whole, in raising the material
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welfare of the people. It is necessary that every
worker, technician and engineer fully under-
stand his role and be aware of his responsibility
for improving production. Much can and must
be done in making known the decisions of the
Plenum of the Central Committee by the press,
radio, television, by our propagandists.

The most important problems of the eco-
nomy of industry must be always in the focus
of attention of Party organisations.

Their duty is to ensure the proper applica-
tion of the principles of material incentives and
other economic methods of management, to en-
courage the creative initiative and activity of
the workers, engineers, technicians and office
employees in every conceivable way.

It should be borne in mind that successful
implementation of the planned changes in in-
dustrial management and the use of economic
stimuli will not only create conditions for the
further upsurge of our industry as a whole bul
will inerease the interest of plant personnel and
each worker individually in the results of their
work.

Good work by the personnel of a plant to
an even greater degree than now will yield con-
crete fruit in the form wof additional funds for
building more houses for workers of the plant,
for the construction of new kindergartens, cultur-
al and educational centres, athletic facilities, etc.

This important factor was stressed with
good reason in the speeches of many comrades
at the Plenum.

Successful realisation of great tasks confront-
ing the newly formed ministries places spe-
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cial responsibility on the Party organisalions
of ministries. Highly skilled, experienced Party
workers should be recommended as secretaries
of the Party committees of ministries. The Par-
ty commiltees of ministries must regularly in-
form the Central Committee of the CPSU about
the state of work of Party organisations, of
measures they are taking to improve the work
of the ministry apparatus.

The widening of the powers and the grant-
ing of greater independence to industrial enter-
prises particularly enhances the role and res-
ponsibility of the lower Party organisations,
i. e. those units where the fate of production
is being decided. Now many plan indicators
will be drafted and finally approved and the
prospects for enlarging production and intro-
ducing new technology will be outlined directly
al enterprises.

Under these conditions the primary Party
organisations of enterprises should delve more
deeply into matters of production. But work
with individuals, with people, with our work-
ing class, as before, remains the main task of
primary Party organisations.

It is the working class that now, as before,
is the main creator of maternial assets; by its
work, by its skills the working class together
with our industrial intelligentsia decides the
fate of national economic plans.

In this connection I should like to sliress
the importance of properly combining the fac-
lor of material incentives with the extensive use
of moral stimuli, with intensifying communist
education which Comrade Egorychev spoke
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about here correctly.

The primary Party organisations in industry,
construction and transport amassed great expe-
rience in directing economic development, in
striving to realise national economic plans. They
are the initiators of many patriotic undertak-
ings in the field of technical progress, in im-
proving the quality of products, in seeking to
consolidate the cost accounting system and step
up the economy drive.

Now even more responsible tasks are arising
before primary organisations. Now particular
importance is afttached to initiative, to enhanc-
ing the role of the Party organisation in the
struggle to realise plans and improve economic
indicators, to develop socialist emulation which
throughout our construction has invariably
played a very great role.

Questions of struggle for economy, for thrift
in everything should hold a great place in the
work of Party organisations. This is not a new
question, of course. It has been posed more than
once in the Party. But as we progress, with
the increasing scale of the national economy.
the importance of the struggle for the strictest
economy keeps increasing.

Considering the present volume of produc-
tion, the loss of even a small fraction of a per
cent of materials or working time runs into
enormous figures, and is extremely damaging to
the country.

It should be to the credit of every Party
organisation, of every Party leader if they suc-
ceed in nurturing in all Communists, all factory
workers a great concern for saving state funds,
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for most effective use of raw materials, supplies
and equipment.

The present Plenary Meeting poses serious
tasks for those concerned with theory. The
Party expects representatives of the social scien-
ces to make a worthy coniribution to the fur-
ther development of the Marxist-Leninist eco-
nomic theory.

In the course of building communism there
continually arise many acute problems which
require profound theoretical —elaboration for
their practical solution. Today, for instance.
such questions come to the fore as socialist cost
accounling, the use in planned ceonomic manage-
ment of profit, prices, credit, economic con-
tracts, etc., elaboration of the theory of organ-
isation and management of socialist induslry
in the conditions of the current revolution in
science and technology, the combination of cen-
tralised planning with cconomic independence
of enterprises, etc. All these questions become
especially pressing now. A creative approach
to vital economic problems should become the
first and imperative commandment in the work
of scientists, theoreticians and propagandists.

Tt is also necessary to intensify the struggle
against the attempts of representatives of hos-
tile ideology to distort the meaning of the eco-
nomic measures being carried out by our Party.

One of the cardinal tasks of Party organi-
sations is the choice, distribution and education
of cadres. Work with cadres is a key matter of
Party activily, its chief concern. It goes with-
out saying that our Party did much to supply
industry with skilled cadres. Of late, however,
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attention to these matters has slackened.

Party committees and Party organisations
will have to do a great deal of work in educat-
ing cadres. This is all the more necessary since
in some places such harmful trends as paro-
chialism have become evident in recent years.

This is what happens sometimes: let us say
that a republic or economic council of an eco-
nomic region produces some thing that is in short
supply, but when it comes to the distribution
of this product, real concern is shown only for
satisfying the needs and demands of “their
own” consumers who are well provided for,
while it is considered possible to take little in-
terest in fulfilling deliveries to other republics
or consumers of other economic regions and
there are cases of failure to fulfil inter-republic-
an deliverics. What is this, comrades, if not
a real parochial approach, a harmful and abso-
‘lutely impermissible phenomenon in the life of
our socialist state!

It also happens that leaders of some eco-
nomic region try to organise production of
certain equipment in their own region, al-
though it is much more economical for the
state to organise production of this equipment
in another region. All these are harmful ten-
dencies and the Party must combat them sys-
tematically and persistently. Comrades Mzha-
vanadze, Akhundov and others were quite
right when they spoke here about the harm-
fulness of ia parochial approach and the nec-
essity to combine skillfully the interests of
individual republics and economic regions
with the state interests of our great socialist
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homeland, which must be the supreme interest
for all of us.

The progress of our industry, of all our
national economy can be attained only on the
basis of the harmonious economic development
of the whole country. This is obvious.

This is precisely what guided the Presi-
dium of the Central Commitltee in working out
the proposals which are now being considered
by the Plenary Meeting. Realisation of the
p‘{'uposed measures will still further ::.z'mtrlil_nU'le
to the progress of the entire economy ol our
country, to the consolidation of the Union of
Soviet Socialist Republics.

While unswervingly following the line to-
wards enhancing the role of the Party in com-
munist construction, we must never forget
that the realisation of this line necessitates
active work of all organisations and primarily
of the Soviets, trade unions and the Young
Communist League. We are sure that the
Soviet organs, the trade unions and the Lenin-
ist Komsomol will do everything necessary to
fulfil in the best way the great tasks that we
face in connection with the implementation of
the decisions of this Plenary Meeting.

II. March Plenary Meeting of the
CPSU Central Committee—Unshakable

Basis of the Party’s Policy in the
Countryside
Comrades, although the questions of the
development of agricultural production are not
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the subject of special discussion at this Plenary
Meeting of the Central Committee, allow me.
nevertheless, to inform you briefly of the sit-
uation in agriculture following the March
Plenary Meeting of the CPSU Central Com-
mittee.

The members of the Central Committee
know that the Party and the Soviet people
were most interested and satisfied with the
decisions of the March Plenary Meeting of the
CPSU Central Committee. It is still too early
to sum up the results of carrying out these
decisions on a wide scale. But it is already
obvious to all that they have given rise to ex-
tensive political and labour activity in the
countryside. This year agricultural work is
being carried out in a more organised way and
serious difficulties dueto unfavourable weather
are being successfully overcome. The main
difficulty has been the cold and protracted
spring in most parts of the country followed
by a dry summer in a number of large grain-
growing regions. The serious shortage of water
this year in regions of Central Asia. the
main cotton producing centre, was also a
problem.

What preliminary results of the year can
be reported to the Plenary Meeting?

Good harvest of grain and other crops was
gathered in the Ukraine, the Kuban area, in
the districts of the Central black soil and non-
black soil zones, in Byelorussia and Baltic
republics.

The severe drought in Kazakhstan, Siberia
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and in some regions of the Volga arca resulted
in a drop in the yield of grain crops.

In accordance with the decisions of the
March Plenary Meeting grain deliveries still
continue. But, apparently, general state pur-
chases of grain will be below the planned
target.

The Central Committee and the Govern-
ment have done everything necessary in order
to ensure a normal supply of grain producls
in the country.

The CPSU Central Committee and the,
Council of Ministers of the USSR envisage
further improvement in supplying the popu-
lation with bread both qualitatively and quan-
titatively.

This year much has been done to extend
the area planted to rice which has increased by
10 per cent.

This year we expect a certain increase in
the procurement of cereal crops, in particular
rice and buckwheat.

As far as other crops are concerned, the
situation is as follows. As a result of the tre-
mendous work of collective farmers, state
farm workers, specialists and also Party and
government bodies of Uzbekistan, Tajikistan,
Turkmenia, Azerbaijan, Kirghizia, Kazakhstan
and Armenia a good cotton crop has been
raised. The state plan of procurement of this
important crop will be fulfilled. Everyone
realises how important this is for the economy
of our country.

One should note the great work carried
out in the Ukraine, the Russian Federation,
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five years.

1larvesting of potatoes and other vegeta-
bles, fruits and grapes js under way every-
where and we have every possibilily to meet the
demand of the population for these products.

You are aware, comrades, that of late the
situation with regard to cattle-breeding had
taken an unfavourable turn, panlicularly alter
1963. Now a certain dynamic push has been
given to the development of this branch. Over
the past year all livestock and livestock pro-
ductivity have increased. For instance, over the
past eight months the average milk yield per
cow in the country as a whole increased by
283 kilograms.

By the 20th of September, 28 per cent more
milk had been purchased than during the sim-
ilar period in 1964. Meat purchases increased
by 15 per cent and purchases of eggs by
30 per cent over the corresponding period last
year.

It is evident from the reports of the Coun-
cils of Ministers and the Central Committees
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of the Communist Parties of the Union Re-
publics that the established annual procure-
ment plans for meat, milk, eggs and wool will
be overfulfilled for the country as a whole.

With the exception of certain drought-
stricken areas the conditions for maintaining
cattle during winter seem to have shaped up
favourably. This provides good requisites for
the [urther development of livestock-breeding
and increasing its productivity.

Following the repcal of the wecll-known
unwarranted restrictions there is more live-
stock on the private holdings of collective
farmers, workers and employees.

All this has made it possible even this
year to improve somewhat the supply of the
population with dairy products, meat and meat
products. But we must still work a good deal
to completely do away with the lag in this
branch of agricultural production and fully
meet the demand of the population for live-
stock products.

By working out economic measurcs at the
March Plenum of 1the Central Committee for
progress in agniculture, our Party made a very
important move. But our concern for the de-
velopment of agriculture does not end there,
as we have stressed more than once. Our plans
for the current five-year period envisage the
allocation of considerable sums for developing
the manufacture of automobiles and tractors
and the production of other farm machinery.
The basic tasks and extent of development
have been determined for enterprises produc-
ing fertilizers and insecticides, herbicides and
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the like which, as we all agree, will be an im-
portant factor for further increasing the fer-
tility of our fields and guaranteeing high har-
vest yields.

It must be emphasised that in some links
of our state apparatus—in the State Planning
Committee, ministries and different depant-
ments—ithe tendency has nol yet been over-
come to improve olher aflairs, “to balance”
figures at the expense of agriculture, to infringe
on the interests of the collective farms and
state farms. And this happens despite abso-
lutely clear-cut decisions of the March Plenum
of the Central Committee which call for utmost
assistance to agriculture.

Such tendencies are rather dangerous to
our common cause because without an up-
surge in agriculture it is difficult to expect
successful fulfilment of the tasks of commun-
ist construction. We must demand precise ful-
filment of the decisions of the March Plenum
by all workers, all ministries and departments
which are to help agriculture.

In our plans for advancing agricullure we
must take into consideration ithe great influ-
ence which unfavourable wealher still has on
agriculture every year in different regions of
the country.

It is known that a considerable part of the
ploughland in our country lies in a zone with
insufficient precipitation. This is at btimes the
main factor that reduces the effectiveness of
our eflforts in the output of farm produce.
According to information provided by the
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Central Weather Forecasting Institute in the
period between 1930 and 1965, that is in the
course of 35 years, severe drought hit Saratov
Region ten times, Kuibyshev Region 12 times,
Volgograd Region—15 times, Astrakhan Re-
gion—18 times, Rostov Region—12 times and
Stavropol Territory—14 times. In the Ukraine
there was drought eleven out of these 35 years
mainly in the southern regions.

In another part of our country—Byelorus-
sia, the Baltic Republics, Polesye of the Uk-
raine, lthe non-black soil zone of the Russian
Federation—considerable parts of the sown
areas, on the contrary, suffer from superfluous
moisture and even become waterlogged.

All this brings us to the same idea and the
same opinion thal it is necessary to slart im-
portant work on collective farms and state
farms of our country for irrigation and recla-
mation of land. On the instructions of the
Central Committee and the Council of Min-
isters of the USSR, the Ministry of Agricul-
ture, the State Committee for Water Conser-
valion and Irrigaled Farming, the USSR State
Planning Committee and the Academy of Ag-
ricultural Sciences in cooperation with the
Union Republics are oullining proposals for
carrying ouf major measures for irrigation and
reclamation of land. We intend to discuss this
queslion specifically.

Comrades, the question of funther devel-
opment of agriculture must still remain in the
focus of attention of our Parly and all our
people. Consistent implementation of the de-
cisions of the March Plenum will make it pos-
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sible for us to ensure a steady growth of out-

broad discussions at Party organisations, at

III. Some Matters Concerning
International Life

Comrades, the Presidium of the Cenlnal
Committee finds it necessary to inform the
Plenary Meeting of some international ques-
tions.

The general trend that is characteristic of
the international situation as a whole is the
growth and consolidation of forces of world
socialism, the successful development of the
national-liberation revolution of formerly op-
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pressed peoples, the continuing weakening of
the world capitalist system.

In their efforts to impede the movement of
peoples for freedom and progress, to weaken
the forces of socialism, in the hope of retain-
ing their slipping positions or even, where
possible, of recouping their losses the imperial-
ists, with the United States of America at the
head, are resorting to violence and aggression,
to armed intervention in the affairs of other
countries and peoples. All this, of course, se-
riously complicates the international situation.
All this calls for greater vigilance on our part,
for unflagging concern for strengthening 1he
defence potential and international positions
of the Soviet Union, for aclive efforts to
strengthen the unity of the socialist countries
and the world communist movement.

Briefly speaking, the substance of our
foreign policy is to strengthen the world so-
cialist community in every conceivable way,
to support the liberation struggle of the peo-
ples, to preserve peace on carth. This is what
we are doing. We strive to make our diplo-
macy active, forward-moving and at the same
time display flexibility and caution.

Recent months have seen visits to the
USSR by numerous foreign government and
Party-and-government  delegations. On the
other hand, quite a few of our statesmen and
political leaders have visited various countries
of the world. Of course, our activity in foreign
policy was not confined to that. However, ex-
change of visits by leaders shows that our
country is pursuing an active foreign policy.
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Negotiations, each talk with a new delega-
tion meant another opportunity better to fa-
miliarise ourselves with the policy of some
particular country or fraternal Parly, to ex-
plain more substantially our views, our policy
and thus more effectively influence world de-
velopments.

All our talks were of concrete purposeful
nature and concerned economic, political and
other important matters.

As far as the socialist countries are con-
cerned, this year we received delegations [rom
Mongolia, Hungary, Yugoslavia, Rumania, the
German Democratic Republic, Czechoslovakia,
Vietnam, Bulgaria and Cuba. In turn, Soviet
Party and governmen!t delegations headed by
members of the Presidium of the Central Com-
mittee  visited Ilanoi, DBudapest, Warsaw,
Prague, Berlin, Sofia, Bucharest, Pyongyang
and Ulan-Bator.

Talks with representatives of the socialist
countries and fraternal Parties were aimed at
consolidating the unity of the world socialist
system and the international communist move-
ment.

Talks with Vietnamese and Korean com-
rades held in Moscow, Hanoi and Pyongyang
made it possible to understand betlter each
other’s positions, to come to terms on the
strengthening of inter-state and inter-Party
contacts and ties.

Talks with Polish, Czechoslovak, German,
Ilungarian, Bulgarian, Rumanian, Mongolian
and Cuban friends were centred on concrete
economic matters and also on problems re-
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lated to the coordination of the foreign poli-
cies of our countries. We are satisfied with the
results of thesc talks.

Speaking of the economic aspect of coope-
ration, there was found to be full unanimitly
between us and fraternal countries on the need
to strengthen the Council of Mutual Economic
Aid. Our cconomists together with the econ-
omists of fratermal socialist countries will
have to discuss a number of important ques-
tions with regard to improving the {unction-
ing of CMEA and drafting appropriate recom-
mendations concerning the development of
international socialist division of labour.

Problems of bilateral economic cooperation
were also discussed in the course of talks with
delegations of fraternal countries. It was de-
cided to establish inter-governmental bodies for
economic cooperation with Yugoslavia, Ruma-
nia and lthe German Democratic Republic.

Speaking about economic links with fra-
ternal countries 1 should like to note that this
is mutually advantageous.

Of course, it is not just a matter of mutual
advantage. Where necessary, where this is
prompted by cxtraordinary econcmic and po-
litical circumstances we are rendering free as-
sistance to fraternal countries, as, for instance,
to Vietnam. This is our internationalist duty,
this is the duly of the strongest and the most
developed socialist power and we are discharg-
ing this duty.

Great atltention has been paid to the coor-
dination of the foreign policy of the socialist
countries; in particular, to coordinating our
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actions in the United Nations and its specialised
bodies. We discussed the question of improv-
ing the activity of the Warsaw Treaty Organi-
sation, the need to set up within the frame-
work of that treaty a permanent and prompt
mechanism for considering pressing problems.

The complicated international situation com-
pels us to pay special attention to problems of
military cooperation between the socialist
countries. Extensive work is going on in this
field: we are standardising armaments, ex-
changing experience in combat training, hold-
ing joint exercises.

The solution of all these matters helps to
bolster up the socialist system and its role in
the world. On the whole it may be said with
confidence that we have succeeded in consi-
derably activating the Soviet Union’s relations
with the fraternal socialist countries of Europe.
As a result the fraternal alliance of the social-
ist countries has grown much stronger, the
states united by the Warsaw Trealy now speak
with greater authority on the world scene.

In the months since the 1964 October Ple-
nary Meeting the Central Committee of the
CPSU received and had talks in Moscow with
numerous delegations of Communist and
Workers” Panties. Apart from the delegations
from the socialist countries I have already
mentioned, we met with the leaders of frater-
nal Parties of nearly all Latin American coun-
tries, Italy, France, DBritain, West Germany,
Finland, Belgium, Portugal, Spain, Indonesia
and a number of other parties. The talks which
we regard as very useful concerned first of all
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made on our part in this direction. Unfortu-
nately, it is to be stated that these efforts of
the CPSU have not been supported by the
leaders of the Communist Party of China.
The Presidium of the CPSU Central Com-

Parties and countries.

Prominent in our tatks with representatives
of fraternal countries was the situation in
Vietnam.

The Soviet Union has been [ulfilling its
internationalist duty to the Vietnamese people.
We have been rendering great assistance to the
Vietnamese comrades. We have already de-
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livered to the DRV a considerable amount of

NOW a few words about our relations with
capitalist countries and the states of the so-
called “third world.”

Since the British Labour Government has
taken the position of unqualified support of
the American aggression in Vietnam and has
even come out as the author of a project to
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create the so-called Atlantic Nuclear Forces
which gives the FRG access to nuclear weap-
ons, the development of our relations with
Britain has been, naturally, greatly impeded,
too.

Our relations with the Iederal Republic of
Germany are still bad and the responsibility
for this rests with its ruling circles. The policy
of revenge and militarism slubbornly follow-
ed by the Bonn government, the persistent
efforts of West German militarists to get hold
of nuclear weapons, the continuation of the
policy of isolating the GDR (the so-called
“Hallstein doctrine’’)—all this leaves us at
present no alternative excepl the course of
steadfastly exposing the policy of the ruling
circles of the FRG and resisting this policy.
Here we are dealing with the main centre of
reaction and militarism in Europe, wilh {ihe
main ally of the aggressive imperialist circles
of the United States, and it is only natural
that under these conditions there are no pos-
sibilities for fruitful development of relations
with West Germany. (Although economic links
on a mutually profitable basis continue to
exist, in particular our trade with the FRG re-
mains approximately on the former level.)

Of late we have taken a number of rather
important steps to develop relations with
France. This refers to agreements on trade,
scientific and technical cooperation and cul-
tural relations, exchange of information on
certain foreign policy matters, reciprocal vis-
its by a number of statesmen. Considering the
realistic position of the French government on
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a number of impontant foreign policy issues
and the line of the French government aimed
at further development of relations with the
Soviet Union and other socialist countries of
Furope, it may be said that at the present time
the prospects of our relations with France are
not bad.

A lively exchange of visits, panticularly of
an economic nature, is under way between us
and Japan. The circumstances are such that
the leading business circles of that couniry are
seriously interested in developing long-term
economic ties with the Soviet Union. At the
same time the political idea of developing
good-neighbour relations with the USSR has
met favourable reception on the part of the
Japanese public. We consider that it is useful
and mecessary to continue the policy of devel-
oping good-neighbour relations with Japan on
a mutually profitable basis.

Mention should be made about our rela-
tions with Turkey. You are well aware of the
fact that in recent months there have been re-
ciprocal visits of a number of statesmen and
public figures between us. A Soviet parliamen-
tary delegation and the USSR Foreign Minister
went to Turkey. First, Turkey’s Foreign Min-
ister and then Prime Minister Urgaplit visited
the Soviet Union.

The contacts and talks which took place
during these visits definitely bore fruit. A num-
ber of agreements on trade and economic
matters have been concluded. But this is not
the main point. The main point, as we see it,
is that after decades of relations marked by
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hostility and mutual mistrust which were to-

veloping and strengthening friendly relations
with India. The visit to the Soviet Union of
India’s Prime Minister Shastri last summer
and the talks which we had with him marked
a new step on this road.

Since the visit of President Ayub Khan of
Pakistan to the Soviet Union and the talks
held with him in Moscow certain requisites
have appeared for improving relations with
Pakistan as well.

Our position on the armed conflict belween
Pakistan and India is well-known from numer-
ous recent official statements. I shall not
dwell on them. I shall say only that the peace-
loving, disinterest e Soviet Union
prompted by con and a friendly
attitude towards India and Pa-
kistan has enhan the prestige of
our country in both these countries and in the
world in general.

On the whole our relations with the states
of Asia and Africa, which have shaken off co-
lonial oppression and seek to conduct an inde-
pendent policy, are developing actively and
successfully.

Speaking about the latest period, I would
like to single out the visit to the Soviet Union
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of President Nasser of the United Arab Repub-
lic. We are satisfied with the results of our
talks with him. They have led to further
strengthening of the friendly relations between
the USSR and the United Arab Republic.

We also take a positive view of the outcome
of the meelings wilh such leaders of friendly
states as Chairman of Burma’s Revolutionary
Council Ne Win, President Sekou Toure of the
Guinean Republic, President Alphonse Mas-
samba-Debat of the Congo (Brazzaville) Re-
public and the Prime Minister of Uganda Mil-
ton Obote.

Strengthening our friendly ties with the de-
veloping countries, we help to consolidate their
national independence, come out jointly with
them in the struggle for peace, against impe-
rialist aggression. The importance of this task
hardly needs arguing.

Of late a sharp struggle has been going on
over the United Nations. The United States
and some of its allies, taking advantage of the
so-called “financial crisis” which they causcd
themselves tried to get control of the United
Nations, to undermine in that organisation the
positions of the socialist states and of the
countries of Asia and Africa which have re-
cently shaken off colonial oppression. But you
are aware of the fact that the United States
failed to carry out this scheme. Due to the
consistent and firm struggle conducted primarily
by the Soviet Union in suppont of basic United
Nations principles the Americans had to re-
treat and the General Assembly began its work
under normal conditions.

112

Our delegation posed two major questions
there—“On the Impermissibility of Interfe-
rence in the Internal Affairs of States, on the
Safeguarding of Their Sovereignty and Inde-
pendence” and “On the Non-Proliferation of
Nuclear Weapons.” Both these questions have
an anti-impenalist edge. Both are prompted by
the demands of life.

Comrades, such are briefly the most essen-
tial points of the foreign policy activity of the
Presidium of the Central Committee of the
CPSU and the USSR Council of Ministers in
recent months. The Presidium of the Central
Committee considers that this activity strength-
ens the international position of the Soviet
Union, helps to increase the cohesion of the
socialist countries and of all the progressive
forces in the struggle against imperialism, in
asserting the policy of peaceful coexistence of
states with difTerent social systems, for peace,
democracy, national independence and social-
ism.

We are sure that the members of the
Central Committee of the CPSU approve this
foreign policy.

EE S 3

Comrades, now that the Plenary Meeting
is completing its work one may note with
great satisfaction the atmosphere of genuine
Party activity, efliciency and comradely critic-
ism, the sense of great concern and responsibi-
lity for the further development of our socialist
industry which has chanacterised the entire
work of the Plenary Meeling.

8--967 113



It will be easily seen, and this has been
noted by many of the comrades who spoke
here, that a direct connection and an organic
tie exist between the questions we discussed
this time and the decisions of the preceding
Plenary Meetings of the Central Commiltee—
in October, November and March. Loyal to
Lenin’s behests our Party steadlastly advances
along the charted road of improving the forms
and methods of Party and state guidance in
all fields of communist construction.

The unanimity displayed by participants in
the Plenary Meeting in the discussion on the
question of such tremendous importance to
the life of the country inspires assurance that
the decisions aimed at radical improvement of
the management of our industry will be suc-
cessfully realised. The planned reconstruction
must be carried out in an organised manner
and swiftly so as not to disrupt the work of
enierprises and to ensure successful completion
of the economic year.

During the discussion of the proposals of
the Presidium, Members of the Central Com-
mittee made a number of additional sugges-
tions which are of considerable interest and
must be given full attention. The Presidium of
the Central Commiltee of the CPSU and the
USSR Council of Ministers will certainly see
this is done.

Comrades, the undertaking we have em-
barked upon is an exceptionally great and im-
portant undertaking. The realisation of the de-
cisions of the Plenary Meeting will help the
Soviet people to advance even more confi-
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dently along ‘their chosen road of building
communism. It will also seriously influence the
course of economic competition between  so-
cialism and capitalism in the international
arena.

We shall be able to accomplish successfully
the tasks posed before us il we rely on the
people, heed the voice of the masses and al-
ways remember: everything our Party is do-
ing i_s aimed at serving the interests of the
working people, the interests of the Soviet
people—the builders of communism. (Stormy
prolonged applause.) '



ON IMPROVING MANAGEMENT OF
INDUSTRY, PERFECTING PLANNING
AND ENHANCING ECONOMIC INCENTIVES
IN INDUSTRIAL PRODUCTION

The Decision of the Plenary Meeting
of the Central Committee of the CPSU
Adopted on September 29, 1965

Firmly and consistently pur
icy of building a communist
USSR, the Communist Party
Union since the October (1964)
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the Central Committee and is being put into
effect.

Today the most important task is fo attain
greater indusfrial efficiency. A well-ovganised,
highly developed industry is the basis of mod-
ern socialist economy, the foundation of the
country’s might. The successful development of
our entire economy, growing well-being of the
Soviet people, further strengthening of the de-
fence potential of the Soviet Union depend on
the level and scale of indusirial progress, on
industrial output.

Industrial production is continually grow-
ing and improving. Under the Seven-Year Plan
the gross industrial product will increase by
approximately 84 per cent instead of the
planned 80 per cent. The production of power,
oil, gas, coal, pig iron and steel will increase
by a great margin.

A considerable grow!h in the output of
chemical products, machinery, cquipment, in-
struments and consumer goods is ensured.
Over the past seven years more than 5,500
large industrial plants have been built or com-
missioned. The basic productive assets in in-
dustry have nearly doubled.

In keeping with modern demands the
structure of industrial production is undergo-
ing substantial changes. The share of power
generation, machine-building and chemical in-
dustry, i. e. the branches which ensure the
technical progress of the entire national eco-
nomy will have increased in the course of the
Seven-Year Plan from 27 to 35 per cent.

A number of measures have been taken to

117



raise the wages of workers and employees,
provide pensions to collective farmers, improve
the supply of consumer goods and step up the
housing programme.

These successes are duc o the {remendous
creative effort of workers, engineers, fechni-
cians, scienlists, the splendid organisational and
educational work of the Party, government,
frade union and Young Communist League or-
ganisations.

In order to cope with the important tasks
of raising the level and speeding up industrial
development, accelerating technological prog-
ress in all branches of the national cconomy
and achieving a fuarther rise in the people’s
living slandards it is necessary to exploit
every possibility, to make {ull use of available
industrial reserves [or augmenting national
meome.

The principal means of achieving this are:
increased industrial efficiency and labour
productivity, greater effectiveness of capital in-
vestments and basic productive asscts, rigid
economy, doing away with non-productive ex-
penditures, comprehensive development of the
creative initiative of working people in ac-
complishing these tlasks.

Great importance is attached to improving
planned economic management, raising the
scientific level of state planning. National eco-
nomic plans must take into account the pros-
pects for scientific and technological progress
and provide for rapid application and master-
ing of the latest achievements of science and
technology. They must be based on realistic
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and objective calculations. In drafting the
plans it is essential to observe the most im-
portant principles: such as strict conformance
to the economic laws of socialism, ensuring bal-
anced economic developmeni and a maximum
of industrial products at the lowest cost.

The Plenary Meeting of the Central Com-
mittee of the CPSU notes that the existing or-
ganisational structure of management, the meth-
ods of planning and economic stimuli in
industry are not in keeping with modcrn con-
ditions or the level of development of produc-
tive forces.

A serious shortcoming of industrial man-
agement is that administrative methods have
superceded economic mnecessity. Cost account-
ing at enterprises in many respects is formal;
the powers of the enterprises with regard ‘to
their cconomic activity are restricted.

The work of enterprises is regulated by nu-
merous indices which restrict the independence
and initiative of the personnel of enterprises,
diminish their sense of responsibility for im-
proving the organisation of production. The
system of material encouragement of in-
dustrial workers provides little incentive for
bettering the work of the enterprises, making
production more profitable and improving the
quality of industrial products.

Although industrial managemcnt based on
the territgrial principle somewhat widened the
possibililies for interbranch specialisation and
coordination of industrial production within
the limits of economic areas, it has impeded
the development of branch specialisation and
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rational industrial cooperation between enteb-
prises situated in different economic areas, has
created a gulfl between science and production
and resulied in fragmentation and multi-stage
management of industrial branches, in slug-
gishness.

In order to provide for further industrial
development, to further increase the cflective-
ness of social production, accelerate technologic-
al progress, to hasten the growlh of national
income and thereby ensure a further rise in
the living standards of the Soviet people, it is
essential to improve planning methods, to aug-
ment economic stimuli with regard to in-
dustrial production, to increase material in-
centives for workers in order to improve the
work of enterprises.

The Plenary Meeting of the Central Com-
mittee considers that industrial management
should be based on the industry principle, that
union republican and all-union ministries for
industrial branches must be established.

It has been found expedient to put a stop
to excessive regulation of the activily of en-
terprises, to reduce the number of plan indices
required of enterprises from above to provide
them with the necessary means for devecloping
and improving production, to make better use
of such key economic levers as profit, price,
bonus, and credit.

Economic and planning agencies are called
upon to display greater ({lexibility and expe-
diency in planning and management of pro-
duction, ability to take into account changing
economic conditions in good time to manocuvre
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with their resources, to balance produckion
against rising requirements and public demand
to reinforce the cost-accounting sysiem, to
apply prompltly the achievements of science and
technology, to f(ind the best ways for solving
economic problems in the concrete conditions
of a given enterprise.

The entire system of planning, production
management and material incentives must be
directed towards ensuring a high rale of de-
velopment of social production and increasing
its elliciency. A most important condition for
achieving these aims is to see that the person-
nel of enterprises have an interest in setting
higher plan targets, making better use of pro-
ductive funds, labour, material and {inancial
resources, perlecting technology, labour organ-
isation, and improving economic indices of
production.

Extending the economic independence of
enterprises, the Party and the Soviet Govern-
ment as before will conduct a unified policy in
planning the main directions of industrial de-
velopment, technical progress, capital invest-
ment, prices, work remuneration and finance.

The great importance of the proposed meas-
ures for improving the organisation of man-
agement and reinforcing the economic methods
of industrial management lies in the fact that
they combine unified slate planning with
proper cost accounting at enterprises, cenlral-
ised control of separate branches with broad
republican and local economic inilialive, the
principle of one-man authority with a greater
role to be played by production colleclives.
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This ensures a further extension of democratic
principles of management. it creates the eco-
nomic requisites for broader participation of
the masses in the management of production
and for exerting an influence on the economic
activily of enterprises. Such a system of eco-
nomic management corresponds more fully to
present-day demands and will make it possible
to make better use of the advantages of the
socialist system.

The Plenary Meeting approves measures
drafted by the Presidium of the CPSU Central
Committee and set forth in the report of
A. N. Kosygin, Member of the Presidium of
the CPSU Central Committee and Chairman of
the Council of Ministers of the USSR, on im-
proving industrial management and planning
and strengthening economic incentives of in-
dustrial production. It instructs the Presidium
of the CPSU Central Committee and the Coun-
cil of Ministers of the USSR to take decisions
on these questions and submit proposals on in-
dustrial management bodies to the Supreme
Soviet of the USSR for consideration.

The Plenary Meeting instructs the Presi-
dium of the CPSU Central Committee, the Coun-
cil of Ministers of the USSR, the Central
Committees of Communist Parties of Union
Republics, territorial and regional Party com-
mittees to settle promptly all organisational
matters involved in the establishment of union-
republican and all-union ministries as well as
local economic management bodies thereby
ensuring the normal operation of industry.
correct decisions with regard to the use and
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deployment of personnel released as a result of
the abolition of economic organisations, seeing
that enterprises are supplied with skilled ca-
dres, that newly established ministries and de-
partments are stalled with highly skilled spe-
cialists, good organisers capable of conducting
affairs in a statesmen-like way.

It is considered that the main task of min-
istries, personnels of industrial establish-
ments, scientific research institutions, and de-
signing organisations is to ensure a high pace
of development and greater efficiency of in-
dustrial production, a steady rise in labour
productivity and the best use of available pro-
ductive funds. With this in view it is neces-
sary to ensure large-scale introduction in the
national economy of the latest achievements
of home and foreign science and technology,
scientific organisation of labour, improvement
of the quality of outlput, strengthening state
and labour discipline and enhancement of
the responsibility of every worker for his job.

The Plenary Meeting of the Central Com-
mittee stresses that the ministries are respon-
sible to the Party, the state and the Soviet
people [or the successful development of in
dustry, its high technical level, for equipping
all branches of the national economy with
technically perfect and highly elficient ma-
chines and appliances, quality raw materials and
other supplies and satislying public demand
for quality consumer goods as fully as pos-
sible.

Transition to the branch principle of in-
dustrial management and strengthening eco-
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nomic levers in industrial development en-
hance still more the role of Party organisa-
tions in the republics, territories, regions, ci-
ties, districts, enterprises, ministries and de-
partments in the drive to ensure a high rate
of economic development, increase Lheir re-
sponsibility for the work of enterprises and
economic bodies in (fulfilling national eco-
nomic plans and state assignments. It is the
duly of Panty commiltees, without substituting
business executives, to concentrate on organi-
sational work, on the selection, deployment and
training of cadres on seeing that Party and
governmenl directives arve fulfilled, and im-
proving communist education of working
people.

It is the duly of Party organisations to
study constantly the work of enterprises and
help business executives reveal and overcome
shortcomings. They must direct the efforts of
working people towards seeking and bringing
into action all production reserves and fighting
resolutely any manifestations of departmental
or parochial tendencies.

Party committees should have a profound
knowledge of the economics of production.
They must make thrniftiness and economy of
funds, material and labour resources a fruly
nation-wide concern, see that cadres have a
knowledge of economics, and teach them the
art ol correctly using economic levers for im-
proving industrial production.

Party, trade union and YCL organisations
should step up their work to enhance commu-
nist consciousness of working people, develop
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their creative activity, fight persistently for

people so that everything progressive in pro-
duction should be popularised and put into
practice. Potentialities of the new system of
management should be used fully for the fur-
ther development of production and for mate-
rial incentives of well-tun enterprises and
workers.

Fconomic incentives for raising the produc-
tivity of social labour are a powerful means
of advancing the socialist economy to-
wards communism. At the same time the Party
will continue its persistent course for raising
communist consciousness of working people
and fostering @ communist attitude towards
labour. It is only when every worker displays
a conscientious initiative and creative ap-

truly communist creativity of the masses.

The Plenum instructs Party organisations
widely to explain the decisions of this Plenum
to all the working people, to direct all the
forces of Party, government and economic ca-
dres to fulfilling the measures drafted by the
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Party and the government. In drafting these
measures our Party has proceeded from the
vital interests of the working class and all the
working people of our country, taking due ac-
count of the proposals and wishes expressed by
workers, engineers and technicians, scientists,
Party, government, trade union and YCL or-
ganisations.

* ok ok

The Plenary Meeting of the Central Com-
mitiee of the Communist Party of the Soviet
Union expresses confidence that measures for
improving the management of industry, per-
fecting planning and increasing economic in-
centives for industrial production will be met
with satisfaction by the Party and all the
people of our country. Successful implementa-
tion of these measures will further bolster the
economic might of the Soviet state, ensure the
steady growth of public welfare, strengthen
still more worker and peasant alliance, and
contribule to the more successful accomplish-
ment of the lasks of communist eonstruction.

ON THE CONVOCATION
OF THE 23rd CPSU CONGRESS

The Decision of the Plenary Meeting
of the CPSU Central Committee
Adopted on September 29, 1965

1. To convene the next, 23rd, Congress of
the CPSU on March 29, 1966.

2. To approve the following agenda for the
Congress:

1) Report of the Central Committee of the
CPSU—by L. I. Brezhnev, First Secretary of
the CPSU Central Committee.

2) Report of the Central Auditing Commis-
sion of the CPSU-—by N. A. Muravieva, Chair-
man of the Auditing Commission.

3) Directives of the 23rd Congress of the
CPSU on the five-year plan of lhe TISSR eco-
nomic development for 1966-1970 - by A. N. Ko-
sygin, Chairman of the USSR Council of Min-
isters.

4) Election of leading Party bodies.

3. To establish the following norms of rep-
resentation at the 23rd Congress of the
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CPSU: one delegate with decisive vote for
2 500 members of the Party and one delegate
with consultative vote for 2,500 candidate
members of the Party.

4. Delegates to the 23rd Congress of the
CPSU are elected, according to the Rules of
the Party, by closed (secret) vote at regional
and territorial Party conferences and congres-
ses of the Communist Parties of the Union
Republics. Election of delegates to the CPSU
Congress from the Communist Parties of the
Ukraine, Byelorussia, Uzbekistan and Kazakh-
stan takes place at regional party conferences.

Communisls belonging to Party organisa-
tions of the Soviet Army, Navy, home guard,
convoy escort and frontier units elect delegates
fo the 23rd CPSU Congress together with the
Party organisations at regional and territorial
Party conferences or congresses of the Com-
munist Parties of the Union Republics.

Communists belonging to Party organisa-
tions of units of the Soviet Army and Navy
serving abroad elect delegates to the 23rd
Congress of the Party at Party conferences of
corresponding military formations.
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