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PREFACE

For centuries, human society developed spon-
laneously. Today, when an advanced socialist
society has come into being in the Soviet Union,
and the material and technical basis of commu-
nism is being built successfully, the national plan
has become the cornerstone of its entire deve-
lopment. The progressive socio-economic system
established in the USSR makes possible planned
direction of all social life along scientific lines.
This has become possible because in the socialist
state, for the first time in world history, the in-
terests of individuals striving for a higher stan-

ciety to direct consciously, not only production,
but also social and cultural processes in order to
ensure an all-round, harmonious development of
all its members, and the fullest possible satis-
faction of their reasonable material and cultural



the function of management assumes particularly
great importance. This is due to a change in the
major factors of economic growth. Instead of the
qualitative factors, such as an increase in the la-
bour force and the construction of new enterpri-
ses, the enhancement of production intensity be-
comes decisive.

On the other hand, one can make the most of
the intensification factors only through improv-
ing the entire system of economic organisation
and management, bringing the managerial appa-
ratus into line with the modern requirements of
material production.

Under the impact of the current scientific and
technological revolution, the questions of in-
creasing the efficiency of production and mana-
gement, and improving the quality of production
have acquired prime importance in the Soviet
economy. The advance of the national economy
is being increasingly determined by this revolu-
tion which stimulates the priority development
of new progressive industries which are of de-
cisive importance for the entire economy and
for raising labour productivity. Therefore an
analysis of the efficiency of various elements of
production, primarily management, is of par-
ticular interest.

The economic efficiency of any enterprise or
any branch of preduction is not only the imme-
diate result of their activity but also the overall
result of the functioning of the economy asa
whole. Under socialism efforts to raise produc-
tion efficiency and accelerate technological prog-
ress have always been a matter of concern for the
entire nation. The growth of labour productivity
today means primarily the raising of the efficien-
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cy of collective labour by using the immense ad-
vantages inherent in the socialist mode of pro-
duction.

The present work, based on an analysis of vast
theoretical and factual material, deals with the
essence of the socialist system of economic man-
agement and its fundamental distinctions from
the capitalist methods, and demonstrates the ef-
fectiveness of the socialist principles of econo-
mic management. It also discusses the basic ten-
dencies for the improvement of the system of
Soviet economic management and analyses pro-
blems involved in increasing managerial efficien-

cy.
RAISING MANAGERIAL EFFICIENCY—A KEY
CONSIDERATION OF ECONOMIC POLICY

The Soviet Union’s achievements in the econo-
mic sphere and socio-political field are well
known. Having created an advanced socialist so-
ciety, the Soviet Union has entered a period of
all-out construction of the material and technical
basis of communism. The building of communism
is a difficult task without precedent in history.
Communist society is the first society based on
planning. Therefore, one of the principal tasks
facing the socialist state is to organise cfficient
management of the economic processes.

Managing the economy, both in the USSR_ a.nd
in any other socialist country, means organising
economic activity of the governing bodies accord-
ing to a single economic plan. Moreover, this
means not only promoting the development of in-
dividual branches of the economy, as is the case
under capitalism, but directly organising and
guiding the country’s entire economic develop-
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ment. Expressing the interests and will of the
working people, the Soviet state directs the de-
velopment of material production in conformity
with the basic economic law of socialism, which
consists essentially in the fullest possible satis-
faction of the material and cultural needs of all
members of society.

Production management as a function of the

velopment. Therefore, improvement of the me-
chanism of economic management is considered
in the USSR one of the most important features
of the entire economic policy, and questions of
management were paid very close attention at the
24th CPSU Congress. The Congress discussed and
analysed in detail a wide range of questions and
took decisions which would still further increase
the efficiency of socialist production. The need to

) Management has always been one of the most
involved aspects of human endeavour, but never
before has so much been demanded of it as in the

of material production. And this is only a part of
the story. Improvement of the managerial system
is one of the most important ways of raising pro-
duction efficiency. The attainment of high effi-
ciency of social production is central to the en-
tire economic policy of the Soviet state. And
economic efficiency of material production im-
plies a rational use of manpower, and of the
means and instruments of labour.

When clarifying the term “efficiency of social
production” and the factors coniributing to its
enhancement, account should be taken primarily
of the socio-economic nature of production. It is
obvious thal the interpretation of efficiency in
capitalist production, for which maximum profit
is the main goal, is inapplicable to the socialist
economy. Under socialism the term “efficiency
of social production” can be defined only in rela-
tion to the charactier of the economic laws of so-
cialism.

The starting point in assessing the efficiency
of production is the degree of conformity of pro-
duction results to the requirements of expanded
socialist reproduction both for the quantity and
quality of products determined according to plan
for a given period of time. The resources of so-
ciety are not limitless; therefore a growth of out-
put is impossible without reducing expenditures
of materialised and direct labour per unit pro-
duct. Hence the definition of the term ‘“produ-
ction efficiency”: the better the results achieved
at minimum cost the higher the efficiency of pro-
duction.

The Soviet economy is developing on the basis
of selecting optimum variants of production, op-
timum rates and sectoral proportions, and the



best managerial systems. The criterion of maxi-
mum national income can be used as the univer-
sal criterion of production efficiency, since the
growth of the national income is a major factor
for ensuring expanded socialist reproduction and
a further raising of cultural and material stan-
dards.

Greater efficiency of the managerial system is
essential for increasing production efficiency. The
efficiency of a managerial system is reflected in
the results obtained and in the economy of its
operation. The results show how effectively a sys-
tem copes with the tasks set, and the economy of
operation depends on the expenditures involved
in maintaining this system.

Economic efficiency is invariably a source of
profit for a definite class. It is known that the ca-
pitalist relations of production give rise to an ir-
reconcilable contradiction between the high effi-
ciency of individual enterprises and tremendous
losses of social labour in general. In this situa-
tion private employers stand to gain from it, and
the mass of the working people to lose. Since
such phenomena are legitimate for capitalist so-
ciety, capitalist economists have no choice other
than to examine economic efficiency on a narrow
plane, from the viewpoint of the current profits
derived by businessmen. '

In a chase after maximum profits at all costs,
it is impossible to ensure the rational utilisation
of available resources for the benefit of the entire
soctety. This goal is not set at all in capitalist so-
ciety. The principal economic law of capitalism
is the law of maximum profit. This is what deter-
mines the character and aim of capitalist produc-
tion. For capitalists, high profit means every-
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thing. Millions of unemployed, underproduction,
and huge losses of labour and of machine time
mean nothing.

The content and orientation of economic effici-
ency under socialism are determined by the aim
of socialist production. As already noted, this
production is intended to meet the rapidly grow-
ing material and cultural requirements of all
members of society. The founder of scientific so-
cialism, Karl Marx, staled that only socialism and
communism afforded possibilities for maximally
efficient management of the economy.

Economic growth under capitalism depends
on the intricate and contradictory interaction of
the ungoverned forces of cyclic development, on
scientific and technological progress which
causes structural changes in the economy, and
on government interference in economic affairs.
The major factor of economic growth is not a
purposive plan but ungoverned motive forces. In
this connection, the analysis of the main tenden-
cies of modern capitalism made at the 24th
CPSU Congress is of special interest. L. I. Brezh-
nev, in his report to the Congress on behalf of
the CPSU Central Committee, said: “The fea-
tures of contemporary capitalism largely spring
from the fact that it is trying to adapt itself to
the new situation in the world.”

Capitalism is not developing in the new situa-
tion but is adapting itself as illustrated by the
following example. Over the past few years, a
tendency towards stimulating technological prog-
ress and using its results in the interests of the
monopolies has been clearly in evidence. But so-
ciety as a whole gains nothing at all from this.
Only the monopolies make wide use of the
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achievements of the scientific and technological
revolution to promote the concentration of pro-
duction and reinforce their position, to raise the
efficiency and rates of development of new in-
dustries and, in the final analysis, 1o intensify
the exploitation of the working class.

The development and improvement of mana-
gement in socialist society assume particularly
great importance because better management se-
cures the best results in material production with
a minimum expenditure of labour, means and
materials. Management plays the part of the
organising element in the conscicus application
of economic laws, while ability to handle the
“mechanism” of their operation depends on the
degree of maturity of the socialist economy.

The aims and tasks of social development un-
der socialism are determined by the fundamen-
tally new nature of the relations of production
based on public ownership of the means of pro-
duction, and it has become necessary and pos-
sible, for the first time in history, to govern so-
cio-economic processes along scientific lines.
Here it is in place to recall the Marxist-Leninist
thesis on the decisive role of economic interests
in social development. The classics of Marxism-
Leninism have repeatedly emphasised that social
interest can be satisfied only through the activi-
ties of economically separated collectives. Hence
the need to secure conditions under which what
is beneficial to society must be beneficial to an
enterprise and to every individual worker. In the
broader sense, this thesis formulates the pro-
blem and essence of economic management
under sccialism. In its approach to this question,
the CPSU and the Soviet Government observe
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the Leninist principle that the transition to com-
munism should be effected not only through en-
thusiasm but also on ihe basis of personal inte-
rests of working people. For this purpose, obje-
ctive economic laws are taken into account in

level of economic development.

Developments have borne out the correciness
of this prediction. The rapid progress of the So-
viet economy has now brought its level of produc-
tion close to that of the USA, the best-developed
capitalist country. In 1950, Soviet industry pro-
duced the equivalent of less than 30 per cent of
the US industrial output, whereas by 1966, the
figure had risen to 60 and by 1972 to 75-80 per
cent.

The world has been greatly impressed by So-
viet scientific and technological achievements,
particularly by the launching of the first artificial
earth satellite, the world’s first space flight by the
Soviet citizen, Yuri Gagarin, and the flights of

lenge” is the subject of heated debates among
capitalist economists. They assess it, naturally,
from the position of their class. This is what led
fo the propaganda clamour about “Soviet expan-
sionism,” “the Soviet threat”, etc. Such allega-
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tions are clearly meant to intimidate the peoples
of the world by the imaginary danger of “Sovie-
tisation.” When stripped of the propaganda trim-
mings, the ideas of capitalist theoreticians are
seen in clearer relief. They are definitely worried
not by Soviet “expansionism’” but by the Soviet
economy being more dynamic than capitalist
economy and by its tremendous potentialities for
a still faster growth.

In his report to the 24th CPSU Congress on the
Party directives for the ninth five-year economic
development plan for 1971-1975, the Chairman
of the USSR Council of Ministers, A. N. Kosygin,
stated that “at every stage of its development the
Soviet economy has clearly demonstrated its in-
contestable advantages over the capitalist econo-
my... Our country’s steady advance is expressed
above all in the rate of its economic growth, and
in the rapid build-up of its production potential.
Here are the data for the past period, 1970 inclu-
sive.

“It took the USA 20 years to double its national
income, Britain over 30 years, the FRG nearly
15 years, and the Soviet Union, with its wvast
scale of social production—190 years.

“It took the USA 18 vears to doubile its indus-
trial output, Britain 22 years, the FRG over 11
years, and the Soviet Union—8.5 years...

“Such are the sirides of the socialist economy.
They provide convincing evidence that our eco-
nomic development is balanced and dynamic.
None of these capitalist countries has an econo-
my that is as dynamic.”

Thanks to the advantages of the socialist eco-
nomic system and the scientific elaboration of
the strategy of economic development, the social-
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ist countries are far ahead of the capitalist world
in the production growth rates. From 1951 to
1969, industrial output in the socialist community
increased 580 per cent, whereas in the advanced
capitalist countries it grew only 140 per cent.
Over the same period the share of the socialist
countries in world industrial production prac-
tically doubled and at present has reached al-
most 40 per cent.

The average annual rates of growth (in per-
centages) for the basic indicators of economic
development in the USSR and the USA for the
1951-1970 period are given in the table below.

Basic indicators USSR USA
National income 8.7 3.5

Industrial output 10.1 4.1

Agricultural output 4.1 1.7

Capital investments 9.7 2.6

Labour productivity

in industry 6.3 3.0

In the USSR, a solid basis has been built for
carrying oul the main task of economic develop-
ment for the 1971-75 period: to ensure a further
considerable rise in the material and cultural
standards through achieving high growth rates in
socialist production, raising its efficiency, promot-
ing scientific and technological progress, and ac-
celerating the growth of labour productivity. The
plans for developing the Soviet Union, outlined
in the Directives of the 24th Congress of the
CPSU for the Ninth Five-Year Economic Deve-
lopment Plan of the USSR for 1971-1975, are con-
clusive evidence of the steady growth of the so-
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cialist economy. Over the five-year period, indus-
trial output is to grow 42-46 per cent, and labour
productivity in industry—36-40 per cent. Electric
power generation is to increase to 1,030-1,070
thousand million kilowatt hours, oil extraction
is to reach 480-500 million tons, and steel out-
put—142-150 million tons per year.

The table below presents figures illustrating
Soviet achievement!s in improving the working
people’s well-being and what will be done in this
field in the 1971-75 period.

Increase, per cent

Directives

Directives of 24th
o ic indicat of 23rd ST CPSU
Economic indicators CPSU Pulfﬂt Jomgress for
Congress for ™" 1971-1975
1966-1970 (percentage
of 1970)
1. National income 38-41 41 37-38
2. Per capita real
income approx. 30 33 approx. 30

3. Average earnings

of factory and not less than

office employecs 20 26 20-22
4. Collective  far-

mers’ income in
cash and in kind

from public eco- average of

nomy 35-40 42 30-35
5. Grants and benc-

fits to population

out of public

consumption not less more than

funds than 40 50 40

The Soviet national economy has large produc-
tion assets estimated at over 420,000 million
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roubles. Even one per cent increase in their effi-
ciency can effect a considerable rise in the output
without additional capital investments. One of
the major factors of a more intensive use of pro-
duction assets is an efficient system of production
management.

Boosting by all means ihe efficiency of social
production has become of paramount importance
as one of the major factors for ensuring high
rates of economic growth and for raising the
standard of living. “The crux of the problem is
to achieve a substantial increase of output and
of the national income per unit of labour and
material and financial inputs,” L. I. Brezhnev
said in his report to the 24th CPSU Congress.
The possibilities for increasing capital invest-
ments and the labour force employed in pro-
duction, which fall short of the rapidly growing
requirements of the national economy, must be
widened through a better use of the available
economic potential and the country’s total re-
sources.

The role of scientific and technological prog-
ress is steadily growing in Soviet economic deve-
lopment. In the period from 1950 to 1960, 61 per
cent of the increment in the gross industrial
output was secured by raising labour productivi-
ty, whereas the figure for 1970 was 84 per cent.
In such industries as inslrument making, electri-
cal engineering, etc., more than 25 per cent of the
rise in labour productivity between 1966 and 1970
was obtained by improving the organisation of
production and introducing scientific methods of
management. In the 1971-1975 period, it is plan-
ned to secure 80-85 per cent of the total incre-
ment in the national income by increasing tabour
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productivity. The role of technological progress
in boosting production is thrown into bold relief
by the fact that in the USSR greater efficiency of
machines and equipment is achieved, not by in-
tensifying labour, but by updating technology
and equipment, by improving labour organisa-
tion, and by introducing scientific methods of
management.

The growth of labour productivity in the 1971-
1975 period will be equivalent {0 an increase in
manpower by 1i-12 million workers. The total
saving of manpower in 1975 will amount to 35
million man-years.

The current stage of technical advancement of
Soviet production is characterised by a replace-
ment of many types of machines by new, more
advanced automatic machines on a rapidly ex-
panding scale. The fast pace of this process is
illustrated by the fact that, in 1970, 58 per cent
of all capital investments was channelled into
technological re-equipment and the reconstrue-
tion of already operating enterprises in the USSR
as compared with 35 per cent in 1960. Important
qualitative changes will take place, not only in
equipment, but also in production technology,
and in materials used in industry. There will be
a substantial increase in the manufacture of ma-
chines for mechanising and automating produc-
tion processes, particularly arduous and labour-
intensive operations. With this in view, intensive
work has been started in the field of comprehen-
sive mechanisation and automation of production
processes. In the 1971-1975 period the asset-to-
man ratio in industiry is to increase by 50 per cent
and the power-to-man ratic, by 30 per cent. The
proportion of new assets (in terms of value) is

18

to increase by 10 per cent over the last five-year-
plan period.

To carry out these plans, automatic lines are
being widely introduced in Soviet industry and
their manufacture is increasing steadily. The out-
put of automatic lines for the engineering and
metal-working indusiries alone grew from 10
units in 1950 to 295 units in 1967. In 1950, 650
types of new machines and equipment were deve-
loped, whereas in 1970, the figure was 3,007 plus
1.032 new instruments.

At present, more than 90 per cent of power-
consuming processes in Soviet industry are aided
by electricity while power consumption per work-
er grew from 10,000 kwh in 1960 to 22,000 kwh
in 1967, an increase from 6.25 to 13.5 h.p. per
worker. Taking the power-to-man ratio in 1913 as
equal to 1, in 1970 it was 42 times that of 1913.

The increase in the power-to-man ratio under
socialism leads to a fundamental change in the
very nature of labour. It is asserted in the West
that technology in its social aspect means one
and the same thing everywhere. This is applied
both to the West and the socialist world. Such
views, however, are fundamentally wrong. The
social consequences of automation under capita-
lism and socialism are different. Under capita-
lism, new technology leads to intensification of
labour and aggravates unemployment. Socialism,
for the first time in history, has provided the pos-
sibility for constructive uses of technology in the
interests of the working people, not only for mul-
tiplying material benefits for all members of so-
ciety, but also as a powerful lever for developing
social relations. In socialist society, the economic
effectiveness of mechanisation, automation and
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advanced technology means not only a conside-
rable increase in technical facilities available to
labour, a sharp rise in the efficiency of equip-
ment, and the reliability and continuity of pro-
duction processes but also an improvement of
working conditions and labour safety. Here is
one striking example. In four years of the eighth
five-year plan (1966-1970), the economic effect
obtained through improving the equipment and
using advanced technology in light industry in
the Ukraine was 71 per cent greater than the
combined costs involved in these measures.
Technological progress and the widening scope
of production greatly increase the importance of
scientific organisation of managerial work in so-
cialist society. The planned development of the
economy, and the economic reform now being
implemented in the Soviet Union, which is chang-
ing substantially the relations between industry
and higher managerial bodies, lend special topic-
ality to the problem of improving management.
Under these conditions, the make-up of the ag-
gregate worker ¥ is changing markedly owing to
the growing number of managerial workers. For
example, the proportion of operatives to the total
industrial personnel in 1964 remained at the 1928
level of 83 per cent, whereas in 1970 it decreased
to 81 per cent. At the same time, the proportion
of engineers and technicians grew from 3 per cent
in 1928 to 10.5 per cent in 1965, and to 12 per cent
in 1970. Some economists believe that with acce-

leration of technological progress this process will
develop at a rapid pace and that in conditions of
comprehensive mechanisation the ratio of work-
ers to engineers and technicians will be
1:1. This is perfectly feasible. For example, in
the US atomic industry the ratio of engineers
and technicians to other workers has already
reached 1:1. In 1970, Soviet industry had 4.9
million engineers, technicians and office emplo-
yees, with growing numbers of specialists with a
higher and secondary education joining produc-
tion every year.

According to estimates by Soviet specialists,
the possibility to increase the labour {force em-
ployed in the national economy is already limi-
ted in the ninth five-year plan period. This is due
primarily to an increase in the percentage of
able-bodied population employed in the natio-
nal economy. In 1970, it reached almost 92 per
cent as against 66 per cent in 1940. It follows
from this that a continued rapid growth
of the Soviet economy will be secured
mostly on the basis of technological progress
and efficient production organisation, particular-
ly management. These factors of raising labour
productivity are acquiring paramount importance
nowadays.

As production develops, the proportion of ad-
ministrative and managerial personnel inevitably
grows. The question, however, is how rapidly it
grows. At present, the USSR has much smaller
numbers of employees in the managerial sphere
than the USA.In the USSR, about 15 per cent of
the gainfully employed population work in the
managerial sphere, whereas in the USA the pro-
portion of managerial personnel has reached 25
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per cent, andin Japan, 20 per cent. In the 1941-
1970 period, the numbers of engineers and techni-
cians employed in the Soviet national economy
increased by 720 and 1,220 per cent respeclively.
The total number of specialists with a higher edu-
cation grew by 440 per cent. Most engineering
and technical personnel in the USSR are engaged
in research and development. A certain percen-
tage, however, are employed on managerial jobs
late the rates of growth of
managerial personnel, the
iodically implements mea-
sures to improve the managerial structure.
Today, production management is developing
into a specific profession which requires special
training.The efficiency of economic management
largely depends on the qualifications of the per-
sonnel—their training, skills and general educa-
tion. In 1970, about 17 million specialists with
a higher and special secondary education, includ-
ing 1,443,000 economists, were employed in the
Soviet national economy. In the past few years,
the proportion of economists has been growing
at a faster rate than the total number of specia-
lists. For example, since 1957, the number of
specialists with a higher education has increased
by 70 per cent, whereas the number of econo-
mists has more than doubled. In 1971, the total
number of economists reached 1.8 million, which
was 62 per cent more than in 1965. This makes
it possible to substantially improve the staffing
of managerial systems and the economic servi-
ces of ministries, associations and individual en-
terprises.
At present, an important problem is the deve-
lopment of the non-productive sphere. The rapid
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expansion of this sphere in the major capitalist
countries is a complicated and contradictory pro-
cess. For example, in the period from 1953 to
1968 the total number of employed in the Uni.ted
States grew by 17 million, including 16 million
in the non-productive sphere, i. e. the latter ac-
counted for 94 per cent of the total increment.
A tendency towards expansion of the non-pro-
ductive sphere is observed in the USSR as well,
but to a lesser extent. The growth of the non-
presents a pro-
of the national
se in the num-
ices, the public
education system and in the consumer-oriented
services.

In the capitalist countries, the enormous,
wasteful growth of the non-productive sphere is
connected with the inflation of the bureaucratic
state machinery, increased expenses on market-
ing due to chaotic production and heavy market
competition, militarisation of the economy, etc.
In the 1930s, 20-30 per cent of the labour force
were employed in the non-productive sphere;
today’s figure is 40-55 per cent.

The tendency towards an expansion of 'the
non-productive sphere is legitimate in principle.
The question boils down to the structure and
rate of expansion of this sphere. The hypertro-
phied development of the cir -
der capitalism can hardly be -
bly. For example, in France -
dustrial employees increased by 1.5 per cent over
the 1962-1968 period, while the total personnel
of banking institutions and the administrsflti‘_re
agencies grew by 14 per cent. In 1965, Britain
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had 3.4 million employees in the circulation
sphere, i.e. 31 per cent of the total labour force
employed in the non-productive sphere.

The planned regulation of the productive and
non-productive spheres under socialism permits
a more rational solution of this problem. The ta-
ble below illustrates the progressive tendencies of
c_hange in the structure of employment in mate-
rial production and in the non-productive sphere
in the USSR.

1940 1960 1970

(percentage of total
cmployment)
Branches of material pro-
duction 88.3 83.0 774
Non-productive sphere 11.7 17.0 22.6

including:

health services, physical

culture, public education,

culture and art, science

and scientific services 59 11.2 15.2
other non-productive '
services and government

agencies 5.8 5.8 7.4

. With the continued growth of socialist produc-
tion and the development of the scientific and
technological revolution in the Soviet national
economy, the proportion of the population em-
ployed in the health services and public educa-
tion tends to increase steadily. This is a progres-
sive tendency. From 1940 to 1970, the number of
fz.\ctowry and office workers employed in the So-
viet national economy increased by 160 per cent,
whereas the number of employees in the health
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and social security services increased by 220 per
cent over the same period, and in science and
scientific services, by 790 per cent.

The purposive change in the structure of the
gainfully employed population indicates only the
general tendency in the planning of the distribu-
tion of labour reserves among different branches
of the economy. The increase in the number of
workers employed in the spheres of public educa-
tion, science, culture, and health care in the USSR
is a factor contributing to the all-round advance-
ment of the working people. This process is di-
rected also according to a plan. An example in
point is the experience in social planning, which
is fairly effective. For instance, at the “Svetlana”
industrial association in Leningrad, a social deve-
lopment programme has been drawn up. It aims
to improve the socio-economic and professional
structure of the personnel, to reveal the influence
of scientific and technological progress and eco-
nomic reforms on social changes in the personnel
structure, to improve working and housing con-
ditions, to promote the health of the workers
and raise their cultural standards and technical
skills.

Considerable progress in social planning has
been made in the Leningrad optico-mechanical
association. The measures taken there to mecha-
nise and automate production have subsiantially
improved the characicr of work and raised gene-
ral and technical standards. At the same time,
about 800 general labourers were relieved of
their hard manual work and improved their qua-
lifications. At the same time, both associations
mechanised engineering and managerial work,
using computers. They solved the fundamental
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problems of technical, economic and day-to-day
production planning, which enabled them to go
over to setting up a comprehensive automated
system of management. The introduction of a
scientific system of organising production, work-
ing operations and management at the latter as-
sociation alone saved over 4 million roubles.

It is important to note that oplimum work and
recreation regimens were drawn up and introduc-
ed on the basis of psycho-physiological research.
On the recommendation of psychologists and
physiologists, the organisation of work and safe-
ty engineering facilities were improved on the
flow lines. The number of specialists with a high-

education employed at the as-
d by 20 per cent. The general
of the personnel rose. In 1965,
600 out of every 1,000 employees of the associa-
tion had a higher, secondary or 8-year education;

of machine-tool operators, by 40 per cent. The
social and cultural outlays doubled.

In a socialist society, the state plans and the
plans of individual enterprises are not forecasts,
nor are they wishful thinking, but directives
backed by financial and materials reserves.
These planned directives provide both for gene-
ral and specific economic, technical and organi-
sational measures the implementation of which
ensures a steady growth of production efficiency
on a nation-wide scale, improvement of all the
aspects of the social life of collectives of emplo-
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instrument for stimulating vitally important pro-

cesses within production collectives. '
Improvement of the managerial system in ‘.the

USSR coniributes not only to greater production

of management. Improvement of managerial
systems on a nation-wide scale con’gr‘i"b_utqs to a
further development of the masses’ iniliative.
New and extensive opportunities for developing
technical ingenuity are opened by raising the ge-
neral educational level and qualifications pf the
working people. The most massive expression (_)f
scientific and technical ingenuity in the USSR is
rationalisation and invention. The number of ra-
tionalisers and inventors in the USSR was in ex-
cess of 3.6 million in 1970, while the savings
yielded by inventions and rationalisation propo-
sals in the national economy amounted to some
2,700 million roubles. Today, one out of every
nine workers in Soviet industry is a rationaliser.
As the economy nges in .the or-
ganisational forms nt at filﬂ'erent
levels do not occur Sometimes the
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forms of labour organisation lag behind pressing
requirements and begin to retard the further de-
velopment of technology, failing to ensure its
full utilisation. Technology is the most mobile
element of production, and it usually develops
faster than the forms of organisation of labour
and management. This dictates the need for per-
fecting the forms of management to bring them
into line with the standards of the technological
facilities.

In this field, the
mechanisation and
work. This process ery rapidly in
the USSR. Accordin Central Statis-
tical Board, seventy new types of instruments
and computers for the mechanisation and auto-
mation of enginecring, technical and managerial
operations are now being developed every year
in the USSR.

For example, from 1965 to 1967, the manufac-
ture of capital goods increased by 20 per cent
throughout the country, and that of computing
machines, by 70 per cent. In 1969, the manufac-
ture of instruments and machinery for industrial
automation increased by 14 per cent, that of com-
puters, by 30 per cent. By the end of the ninth
five-year-plan period, i. e. in 1975, the output of
business machines will be 10 times what it was
in 1970.

The wide application of computers in manage-
rial work is a general tendency in the develop-
ment of modern production. However, the plan-
ned character of this process under socialism
gives it great advantages. It is so far difficult to
forecast the effect on a world scale of the appli-
cation of computers, but the fact that its influen-

played by the
f managerial
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ce will be great is unquestionable. At present,
there is a view that a broad, universal application
of computers and the realisation of the ideas of
cybernetics
possible to
production,
and its use
system never known before. _
An extensive programme for the introduction
of computers into the management of the nati.o-
nal economy has been drawn up in the Soviet
Union. It is planned, in particular, to set up a
network of automated managerial systems for
enterprises, associations and individual indust-
ries, and, in the not-too-distant future, of an inte-
grated system for the country as a whole. In
1971-1975, it is contemplated fo develop more
than 2,600 automated managerial systems. An
example in point is provided by light industry
where automated managerial systems are to be
set up at 31 enterprises in the 1971-1975 period.
In all, about 900 computers are to be installed at
light industry enterprises and organisations.
In discussing the economic aspects of intro-

ducing it is neces-
sary to f transition
to a qu production.

The new principles of management involve a
tremendous expansion of man’s creative ingenui-
ty now that he has been relieved by sophisticated
automatic machines of the need to perform many
mass-scale repetitive auxiliary operations. In ad-
dition, the use of computers eliminates the in-
fluence of subjective faclors on the quality of de-
cisions taken, and makes possible an optimum
management of production.
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Analysis of the economic results produced by
the intreduction of the first series of automated
managerial systems in individual industries indi-
cates that they ensure a 2-2.5 per cent increase
in production, and make it possible to reduce the
managerial staff of ministries and departments
by 6-8 per cent, to cut down the volume of infor-
mation by 19 per cent and to improve the quality
of planning considerably.

Investigations confirm that the application of
computlers in the supply and marketing sphere
will make possible a more accurate determina-
tion of the demand for capital goods, faster pro-
cessing of information concerning ithe demand
for various preducts, and a 70-80 per cent reduc-
tion in the paper work connected with supplies.
A scientifically grounded pattern of links between
consumers and suppliers will make it possible to
reduce annual transport expenditures by 80-100
million roubles and the volume of goods irans-
portation by 1,000 million tons.

The use of computers in designing work cuts
the time required for designing by 99 per cent. It
is expected that the introduction of autemated
managerial systems will, in the foreseeable future,
bring about the release of 2.3 to 3.3 million indus-
trial workers and will make possible a reduction
in the managerial personnel of ministries and de-
partments of 150-220 thousand. Technological
progress preduces a change in the structure of ag-
gregale labour, leading o an increase in the vo-
iume and role of managerial work. Increased ef-
ficiency of managerial work has an immediate
effect on the development of the entire social
production. However, the character and results
of this influcnce are fundamentally different
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under capitalism and under socialism. All argu-
ments, however sophisticated, adduced to dispro-
ve this simple truth do not hold water, and there
is ample objective evidence lo support this as-
sertion.

CENTRALISED MANAGEMENT AND LOCAL INITIATIVE

Under socialism, the socialised character of
production has raised management to a new pla-
ne, adding to it a vital social content. Production
management in the USSR is not only a planned
ogranisation of cooperation among producers,
but it also reflects the mutual relations among
members of a collective as producers enjoying
equal rights and performing closely interconnec-
ted, though different, functions within the frame-
work of a common assignment.

The need to develop relations of friendship
and cooperation in a collective is an important
task facing business managers acting on behalf
of and in the interests of the entire collective,
and at the same time under its control in attain-
ing production targets. This major distinction of
socialist production management was defined by
Lenin as the principle of democratic centralism,
whereby one-man command is combined with
the extensive creative aclivity of the working
people. The principle of democratic centralism
is the foundation of socialist production manage-
ment.

As socialist society develops, the need for cen-
tralised management of the economy increases.
Centralised management ensures the unity, inter-
connection and interaction of numerous branches
of the national economy closely linked with one
another and constituting the country’s giant pro-
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duction organism. Soviet industry contains more
than 49,000 large enterprises, while in agricul-
ture there are 35,000 collective farms and 16,000
state farms. For every collective to function nor-
mally, the general state plan stipulates not only
which goods and in what periods to produce, to
whom and at what price to supply, but also all
the questions of material and technical supply,
financing, manpower supply, cte.

Modern capitalism has also led to a huge-scale
socialisation of production. The headquarters of
every monopoly examines the demand for its pro-
ducts, distributes capital investmenis among its
enterprises, implements a uniform technical po-
licy, organises joint research and development,
general book-keeping, etc. However, actual plan-
ning under capitalism is limited by the size of the
monopoly and ends at the borders of the spheres
controlled by other monopolies, other enterpri-
ses, with which it is to compete rather than coo-
perate.

Under capitalism, the tendency towards cen-
tralisation is manifested in an expansion of the
sphere of general state regulation of the econo-
my, in government programming, etc. In this
connection, J. Bernal wrote that for all their ob-
vious disapproving attitude towards the Soviet
Union, the governments of the capitalist count-
ries have started imitating its planning schemes.

Of course, it is not so much a matter of “imita-
tion” as the newly-emerged objective necessity
for trying the methods of general state regula-
tion to mitigate cyclic depressions and chronic
crises. These attempts, however, are bound to
fail. In the conditions of capitalist society, gene-
ral government programming has the character
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of a recommendation and cannot eliminate the
anarchy of development and other deep-rooted
diseases of capitalist production.

Modern capitalism is not what it was in the
18th and 19th centuries. It is no longer the capi-
talism of free competition, local stock exchanges,
and direct connections between producers and
consumers. It is the capitalism of the last third
of the 20th century with an unprecedented level
ol socialisation of productive forces and with
highlly developed state monopoly relations. How-
ever, as long as the means of production are
privately owned and are not the property of so-
ciety as a whole, the economic role of the capi-
talist state will remain limited. The state is un-
able to establish control over the enlire econo-
my, particularly over Big Business; on the con-
trary, the state ilself is controlled by Big Busi-
ness.

Under socialism democratic centralism is the
basic principle of managing socialist production.
Lenin defined the cssence of democratic centra-
lism as follows: “Centralism, understood in a
truly democratic sense, presupposes the possibi-
lity, created for the first time in history, of a full
and unhampered development not only of spe-
cific local features, but also of local inventive-
ness, local initiative, of diverse ways, methods
and means of progress to the common goal.”
(V. 1. Lenin, Coll. Works, V. 27, p. 208.)

The principle of democratic centralism has an
objective economic basis—socialist public owner-
ship of the means of preduction. It is this owner-
ship that has provided the conditions for and
given rise to the need for economic management
on a nalion wide seale, The unity of the entire
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production organism dictates the need for a uni-
fied centralised system of management.

Democratic centralism in economic manage-
ment ensures well-balanced functioning of all the
spheres of social life and planned direction of the
national economy from a single state centre. At
the same time, it encourages the initiative of local
economic agencies with a view to fulfilling the
general state economic developmenti plan, and
the active participation of the working people in
socialist production management. The main con-
tent of the principle of democratic centralism in
production management is the combination of
centralised planned management of the national
economy as a whole with the extensive economic
independence of cvery individual enterprise, the
combining of the principle of one-man authori-
tv with collective management, administrative
directives with the activity and initiative of the
working people.

Lenin pointed out that the management of so-
cial production was impaossible “without definite
leadership, without precisely establishing the
responsibility of the person in charge, without
the strictest order created by the single will of
that person. Neither railways nor transport, nor
large-scale machinery and enterprises in general
can function correctly without a single will link-
ing the entire working personnel into an econo-
mic organ operating with the precision of clock-
work.” (V. 1. Lenin, Coll. Works, V. 27, p. 212).

This does not mean, however, that any mana-
ger invested with one-man authority by the state
and sociely is not accountable for his actions to
anyone. Quite the contrary. Every manager is re-
sponsible to society and to his collective hoth for
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the successful fulfilment of the state plan targets
and for the methods of management used in at-
taining them.

Here, naturally, the principle of capitalist ma-
nagement based on the maxim, “The end justi-
fies the means,” is inapplicable. Socialist mana-
gement is based on the most rational methods of
organising labour and production together with
great concern for production and office workers.

The development of democratic centralism is
a two-sided process. First, it is improvement of
centralised planned management, and second,
it is the development of democratic principles in
local production management. Democratic cent-
ralism is the basis for state direction of the eco-
nomy according to a single national economic
plan.

Lenin repeatedly pointed out that the building
of socialism meant the building of a centralised
cconomy directed from a common centre. He per-
sistently advocated the centralising of economic
life on a nation-wide scale and maintained that
the common state centre should be given the
right directly to control all enterprises of a given
industry. He repeatedly emphasised that cenralis-
ed management was necessary for uniting the
efforts of the working people for more sucecessful
managemecnt of the means of production on a na-
tion-wide scale. Renunciation of centralised di-
rection would automatically make it impossible
to develop the economy according to plan, and
lead to the loss of this most important advan-
tage of the socialist economy.

As full masters of the means of production, the
Soviet people are vitally interested in a continu-
ed growth of the economy. That is why they take
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part in production management with great enthu-
siasm. Taking into consideration the specific
features of individual branches of the economy,
economic regions and enterprises, and a flexible
approach to the solution of general and special
problems in every field of production would have
been impossible without the creative participa-
tion of the people in economic development.

Putting forward the principle of democratic
centralism in the management of the national
cconomy, Lenin opposed it to two extremes—bu-
reaucracy and anarchy. The founder of the Sovi-
ct state contemplated the building of an econo-
mic system that would be truly democratic, and
would develop the ingenuity and initiative of the
people. Bourgeois theorelicians, however, see
only one alternative—“bureaucratic centralism”
or anarchy, which is either misunderstanding or
deliberate distortion of the essence of democra-
tic centralism. Soviet experience, and the many
vears’ practice of other socialist countries have
demonstrated the effectiveness of the principles
of democratic centralism in economic manage-
ment.

It goes without saying that an optimum combi-
nation of centralism and democracy, one-man
authority and collective management are the
important and difficull qguestions of organising
management. A proper correlation of centralism
and economic independence, by its very nature,
requires a specific approach. It is not something
that can be reduced to a stereotype. Under cer-
tain historical conditions, it may become neces-
sary to increase centralisation, as was the case,
for cxample, during the Civil War and the Se-
cond World War. Towever, it would be wrong
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lo assume that such centralisation can be appli-
ed automatically to all the stages of socialist
construction. On the other hand, market anar-
chy cannot be allowed to play havoc with the
socialist economy. This would mean the aban-
donment of socialist positions. Commodity-mo-
are based on com-
pment is regulated
a direct social cha-
in the process of
marketing manufactured goods. In contrast to
the capitalist market, the socialist markel isim-
mune to the influence of ungoverned forces. The
socialist market is not only regulated but is tho-
roughly studied and organised on a plan basis by
the central government bodies of the counlry.
As shown by the experience of the USSR and
other socialist countries, correction of the corre-
lation between centralisation of economic plan-

and democracy, every enterprise, in fact every
“cell’ of the socialist economy, operates success-
fully in full conformity with the nation’s inte-
rests, and at the same time is guided by its own
interests on the basis of plan directives irom the
centre.

Greater emphasis on centralised guidance of
the economy is a technical and economic neces-
sity under socialism. For example, the basis for
building the communist economy is a wide-scale
electrification of the national economy, and the
devclopment of power engineering requires en-



hancement ol the centralised direction of the

was a trouble with the transmission lines in the

_ In the USSR, much has been done to set up an
integrated system of computing centres which
ensures comprehensive automation of production
management. More than 200 state research or-
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smaller businesses is practically impossible be-
cause of their economic isolation.

The socialist system of production managc-
ment is based on the principle of strengthening
centralised guidance and widening the democra-
tic foundations of management in the basic
units of the national economy-—at industrial
associations and enterprises. The Communist

of every worker for the performance of the pro-
duction collective as a whole.

The extensive application of democratic prin-
ciples in production management contributes to
greater cooperation and the development of so-
cialist relations of mutual assistance among wor-
kers, and to the conversion of socialist labour
into communist labour, which increasingly chan-



ges 1rom_ being a means of earning a  livelihood
into a prime necessity of individuals.

governmeni spending on its maintenance but
also to enlistment of broad sections of the wor-
king people in the f enterprises,
This develops their ive, which ac-
celerales the const material and
technological basis for communism.

’I‘he further development of democratic cent-
ralism in the management of the socialist econo-

common effort directed towards attaining the
objective goal of socialist production—advance-
ment.of the material and cultural standards of
working people. It is only through the bodies of
ceniralised management of the entire economy
that people can develop production in accord-
ance with the requirements of objective econo-
mic laws.

The ways nagement
are outlined strategic
economic ta conside-
ring specific of functi-

ons, siructure of management systems, selection

40

ol methods and forms of their activity}, the eco-
nomic tasks of production development are taken
into account at every given stage.

According to the sectoral principle accepted
in the USSR as the basis on which management
sysiems are founded, the main organisational
form of economic management is the ministry.
The ministries ensure cenlralised technical and
economic guidance of individual branches of
the economy, turther scientific and Lechnologi-
cal progress and the fullest possible satisfaction
of the country’s requirements for all types of
products manufactured by each individual
branch. The minisiries exercise centralised plan-
ned guidance of their respective branches with
an eye to ensuring comprehensive developmenti
of the couniry’s economy as a whole and of each
of iis fifteen Union Republics, allowing enterpri-
ses broad economic independence. The ministri-
es concentrate their organisational efforts on se-
curing conditions for the successful development
of industrial production in their respeclive bran-
ches.

The following types of ministries exist in the
USSR: all-union, union-republican, ministries of
Union Republics and ministries of Autonomous
Republics. There are a total of over 50 all-union
and union-republican ministries.

Directing the work of their respective bran-
ches, the ministries and departments perform a
wide range of functions: drafting long-term and
annual plans and organising their implementa-
tion, carrying out technical policy, and supplying
enterprises and organizations with manpower.
The minisiries and depariments are fully respon-
sible to the state for the performance and fur-
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ther development of the branches of the national
cconomy of which they are in charge.

Taking account of the economic independence
of enterprises and associations, the ministries
assess the possibilities for the most effective ap-
plication of the economic methods of guidance
under given condilions to meet the economic in-
terests of individual enterprises and the branch
as a whole.

Immediate day-lo-day management of enter-
prises is exercised by the administration of plants
and factories which is vested with exlensive
rights. The general planned guidance by the state
is concenirated on drawing up the most impor-
tant economic targets and ensuring their fulfil-
ment. The State Planning Committee (Gosplan)
stipulates the proportions of the development of
various branches, carries out a uniform state po-
licy in the field of technological progress, capilal
investments, distribution of productive capaciti-
es, labour remuneration, prices, and finance. It
also ensures a planned propagation of scientific
and lechnical achievemenis and progressive ex-
perience. The central agencies for the manage-
ment of individual branches—i. e. ministries—
concentrale on the major current and long-range-
lasks of the development of their respeclive
branches.

The extension of the economic independence
of enterprises in the sphere of productive activi-
ty has entailed a redistribution of the managerial
functions both in the system of managing bran-
ches of indusiry and in individual sectoral sub-
systems. In accordance with the principle of de-
mocralic centralism, an enterprise not only fulfils

42

produclion plans assigned by the higher-placed
bodies of economic management, and is not on-
ly subordinated to these bodies, but itself en-
joys extensive rights in the carrying out of day-
to-day economic functions. This is why the ques-
tion of optimum combination of centralism and
democracy are considered to be of paramount
importance in the USSR. This correlation de-
pends in the main on the level of production
development and on the concrete historical con-
ditions of social development.

Socialist society is characterised by a consis-
tent strengthening of the independence of all
economic subdivisions. This is the result of a
number of objective factors. In the socialist eco-
nomy, the process of rapid development of pro-
ductive forces is under way. It is manifested pri-
marily in the aulomation of production. But the
question is not limited to this alone. Atomic
power engineering, astronautics, cybernetics,
biology, and chemistry are also developing ra-
pidly, one discovery following another. Progress
in one field facilitates progress in another. Land-
slide progressive changes are becoming the rule.
Under these conditions, greater independence
and higher responsibility for assignments on the
part of all production and economic subdivisions
become indispensable. The need for extending
lhe day-to-day economic independence of enter-
prises in the period of advanced socialism and
the scientific and technological revolution is dic-
tated by the greatly increased role of the subjec-
tive factor in the progress of social production.
The management of the national economy in the
USSR is management {or the people and by the
people.
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THE OBJECTIVE FOUNDATIONS OF PRODUCTION
MANAGEMENT

The system of scientific management of socia-
list produciion is based on the knowledge of
cbjective economic laws.

The need for organising thc management of
material produclion arose with the appearance
of collective labour. Once the need for collective
production was evident, its management became
indispensable.

With the progress of concentration and spe-
cialisation of production and the growing comp-
lexity of the relations of production, the need
arose for setting up a management system which
would connect into a whole all the links of the
production system, bring into harmony all the
elements of production, and coordinate the activi-
ties of production subdivisions. It should be em-
phasised that the planned organisation of socia-
list production at all its levels from an indivi-
dual enterprises te a branch and the national
economy as a whole requires constant improve-
ment and advancement of various managerial
systems to an optimum level,

Two aspects are distinguished in produclion
management: management as a definite struc-
ture (the statics of management) and manage-
ment as a process (the dynamics of manage-
ment). The process of management in relation to
production is continuous socio-economic, organi-
sational and technical activity aimed at attaining
the highest level of economic efficiency of indi-
vidual enterprises, associations and firms, bran-
ches of production and the national economy as
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a whole. Management ensures the smooth ope-
ration of the entire production mechanism.

In the Soviet Union, management of social
production is regarded as one of the major fac-
tors of economic growth. In the course of the
economic reform now being implemented in the
USSR, the mechanism of economic management
is being improved with a view to raising to a
still higher level the efficiency of social produc-
tion as a whole. Under the impact of the scien-
tific and technological revolution, the manage-
ment system is being reconstructed so as to en-
able the speediest application of the latest scien-
tific and technological achievements. The Com-
munist Party and the Soviet Government, tackl-
ing the most important problems of the coun-
try’s economic development, are paying special
attention lo the improvement of lhe apparatus of
economic management. Speaking on this subject
at the 24th CPSU Congress, L. I. Brezhnev said:
“This is essentially a matter of how best to orga-
nisc the activity of society in accelerating econo-
mic and social development... Improvement of
management is an important component part of
the Party’s entire activity in directing the eco-
nomy.” (24th Congress of the CPSU, pp. 78-79.)

Management is an extremely complex and
many-sided field of human endeavour, a pheno-
menon of social order. Karl Marx described the
essence of management as follows: “All combi-
ned labour on a large scale requires, more or less,
a directing authority, in order to secure the har-
monious working of the individual activitics, and
to perform the general functions that have their
origin in the action of the combined organism, as
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distinguished from the action of ils separate or-
gans. A single violin player is his own conductor;
an orchestra requires a separale one.” (Karl
Marx. Capital, V. 1., Moscow, pp. 330-331).

To borrow Marx’s metaphor, the economy
could be described as the most complex, conti-
nually developed and perfected orchestra. And
it is necessary to know how to conduct it per-
fectly in order to get the best sound from it.

The mechanism of regulating social produc-
fion is a complex of interconnecled systems, of
which the most important arc the technical, cco-
nomic and socio-administrative. The interconnec-
tion and interdependence of clements in the ma-
nagement systems are detecrmined by the charac-
ter of these systems and the functional role of
their individual elements. For example, the tech-
nical system ensures the normal operation of
machines and mechanisms, and a rational com-
bination of technical and technological factors
depending on the technical division of labour.
It incorporates in the main the regulation of rela-
tionships in the man-machine system. As for the
economic and the socio-administrative systems,
they are concerned with the regulation of rela-
tions among individuals.

The economic and the socio-administrative
systems are closely interconnected. But this does
not mean that they are identical. The essence of
regulating the economic system consists in set-
ting up relations among producers in the produc-
tion process in accordance with the operation of
objective economic laws. Regulation of the so-
cial system is connected with the establishment
of cffective links enabling a successful solution
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of the administrative, legal and political probh-
lems facing society.

Objective economic laws do not predetermine
the methods of political. administrative and le-
gal regulation. However, they provide the basis
for a conscious selection of those methods of ma-
nagement which enable the most effeciive solu-
tion of production problems.

Of late, in connection with the wide spread of
the cybernetic principles, there has been obser-
ved in the West a “structural-cybernetic” appro-
ach to the elements of definite systems, the soci-
al system in particular. This approach is mani-
fested in attempts to think of all existing sys-
tems in nature and society as machines. For
example, Stafford Beer of Britain in his book,
Cybernetics and Management, notes: “... we are
using the word ‘machine’ as a name for any pur-
posive system”. (Stafford Beer. Cybernetics and
Management, L.ondon, 1967, p. 25). This appro-
ach leads to paradoxical conclusions. Thus, Sta-
fford Beer asserts that “a man and the engine he
is driving may equally become fused into a
machine for doing something specialised.”
(Ibid., p. 24).

Production management is determined by the
nature of the social process of labour. The func-
tions of management issue from production and
at the same time are integral components of it.
The character of relations among workers as
participants in contacts between enterprises and
industries is determined by the socio-economic
specifics of a given mode of production, that is,
by the form of ownership of the means of pro-
duction.,
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Production management develops under the
impact of both the technical conditions of pro-
duction and the socio-economic laws of the deve-
lopment of society. The simple organisation of
the production process at the injtial stages of
production development—in the workshops, and
factory departments—determined the simplicity
of ils management. The development of machine
production was the decisive factor of advancing
the level of management. The system of machi-
nes increasingly demanded better organisation.
The deepening division of labour and broad de-
velopment of cooperation complicated the rela-
tions between producers. Production grew in
scale, and products became increasingly varied.
The growing diversity of types of equipment and
materials gave rise to the problem of choosing
their optimum combinations. Tn turn, changes in
the technological basis of production influenced
the character of social development.

Production management acquired special sig-
nificance in capitalist society. The organisation
of effective management became a life-and-death
matter for the entrepreneurs. Hence the despo-
tic methods of capitalist management.

During the several centuries of its existence,
capitalism has made considerable progress in or-
ganising effective management systems within
the framework of individual enterprises and
firms. Because of bitter competition and a feve-
rish chase after markets and profits, effective and
flexible management! became essential. The entre-
preneurs realised that only an effective manage-
ment system could ensure the adaptation of pro-
ductinn to fluctuations in the market situation
and a corresponding change in  the running ca
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pacity of an enterprise so as to achieve maximum
efficiency in the exploitation of labour.

The development of the productive forces un-
der capitalism is accompanied by tremendous
concentration of labour and the means of pro-
duction at individual enterprises. This occurs
along with the deepening of the social division
of labour. Different economic processes and
branches of the economy become more and
more closely linked and intertwined with one
another. The universal links of labour become
increasingly firm and mutually penetrating.

The development of large-scale machine pro-
duction accompanied by extensive specialisa-
tion and far-reaching division of labour has lent
a social character to the process of production.
Because of this, the economy under capitalism
has turned in effect into a single economic orga-
nism requiring centralised economic regulation.
It is here that an unbridgeable gap appears bet-
ween this requirement and the actual situation.
Private capitalist ownership of the means of pro-
duction makes management a private affair of
capitalists and monopoly associations. Organisa-
tion of economic management on a nation-wide
scale, which is an objective necessity of economic
development implying the establishment, on a
planncd basis, of economic tics between indus-
tries and individual enterprises, proves to be an
insoluble problem under capitalism. The anarchy
of production involving huge unproduclive ex-
penditlures of social labour and capital compels
capitalists to seek reserves to compensate for
these expenditures. This is precisely the reason
for the keen interest of private employers in im-
proving the organisation of production manage-
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ment within the framework of an individual en-
terprise, concern or company.

The efforts by F. Taylor, H. Ford, H. Hunt,
F. Gilbert, H. Emmerson, B. Hansen and others
furnished the groundwork for the capitalist ra-
tionalisation of production and intensification
of labour, and made possible the institution
of stricter conditions for the operation of machi-
nes and people. However, contrary to assertions
of bourgeois theoreticians, they have failed to
change the essence of capitalism. “Capital orga-
nises and rationalises labour within the factory
for the purpose of increasing the exploitation of
the workers and increasing profit. In social pro-
duction as a whole, however, chaos continues to
reign and grow,” V. I. Lenin noted. (Lenin, Coll.
Works, V. 20, p. 1563).

The capitalist system of production manage-
ment thus proves to be in antagonistic contra-
diction to the social character of production,
which is one of the principal and obvious mani-
festations of the main contradiction of capitalism.

The scientific and technological revolution in
the capitalist countries is leading to a still greater
exacerbation of the contradiction belween the so-
cial character of production and the private ca-
pitalist form of appropriation. With the preva-
lence of private ownership of the means of pro-
duction, management beecomes a function of ca-
pital, which fact lends it characteristic class dis-
tinctions. In an effort to subslantiate and intro-
duce “scientific management” of capitalist pro-
duction, bourgecis theoreticians identify the so-
cially necessary function of production manage-
ment with the despotic methods of capitalist bu-
siness management, thereby trying to gloss over
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the antagonistic conlradictions rending capita-
list society.

The main contradiction of capitalist society—
the contradiction between the social characler
of production and the private form of appro-
priation of its fruits—leaves an imprint on any,
even the most progressive and advanced me-
thods of management. As a result, they are com-
bined with cruel, frankly exploiting methods of
management. In his description of the Taylor
system Lenin wrote: “The Taylor system... like
all capitalist progress, is a combination of the re
fined brutality of bourgeois exploitation and a
number of lhe greatest scientific achievements in
the field of analysing mechanical motions during
work, the elimination of superfluous and ack-
ward motions, the claboration of correct me-
thods of work, the introduction of the best sys-
tem of accounting and control, ete”. (Lenin,
Coll. Works, V. 27, p. 259).

This statement of Lenin’s is true not only of
the Taylor system but also of the cntire comp-
lex of theory and practice in the field of ma-
nagement and organisation of production in to-
day’s capitalist world. The present stage of de-
velopment of the Jeading capitalist countries is
characterised by lhe strengthening of stalte mo-
nopoly capitalism when the state assumes the
function of direct inlerference in production in
the interests of the biggest monopolies. This ex-
plains the atiempts to effect programming and
regulation, not only of the economy, but also of
the life of society, the behaviour and thinking of
people. By implementing certain measures in the
cconomic field, however, the bourgeois stale can
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al best either promole the spontaneous develop-
ment of the capitalist economy or somewhat re-
tard the growth of its individual branches. It is
unable lo overcome the anarchy of the capitalist
cconomy and lo effect planned direction. The
modern bourgeois state, which is a tool of mono-
poly capital performs its functions, as a rule, in
the interesls of the big monopolies. By interfer-
ing in economic affairs, it atiempts to check the
progressive devclopment of society—the ftransi-
tion from capilalism lo the more advanced, so-
cialist mode of production. This leads to a fur-
ther exacerbation of all the contradictions of the
capitalist system.

Management under socialism has a different
role to play. Socialist public ownership of the
means of production, in addition to abolishing
exploilalion and all forms of oppression of man
by man, subordinates production to a single
goal-—satisfaction of the material and cultural
requirements of all members of society. This
opens up unlimited prospects for the develop-
ment of the productive forces. Production man-
agemenl under socialism loscs its exploiting cha-
racter, and thereby eliminates the antagonislic
contradictions between the work of managerial
personnel and operatives. Economic management
becomes one of the major functions of the work-
crs’ and peasants’ state which expresses the vi-
lal interests of the people and conducts its worlk
on the basis of drawing the working people into
the affairs of production management.

Under socialism, the economic laws cease to
operale spontaneously. Management is organized
in conformily with the requirements ol objective
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economic laws, and provides the most favourable
conditions for their operation.

The economic tendencies inherent in the deve-
lopment of the socialist mode of production,
which determine the character of management,
also predetermine the general approach to the
question of economic management, the character
of problems and the methods of resolving them,
and the specific features of the organisational
structure of managerial bodies. The economic
laws of socialism govern the development of the
relations of production, i. e. relations between in-
dividuals in the process of production. They ma-
nifest themselves in the actions of individuals and
determine these actions.

A conscious application of these laws makes it
possible to develop the economy successfully, and
to build communism. But in order that this pos-
sibility may be translated into reality, it is neces-
sary to understand the objective economic laws
and competently put them into practice. This is
what determines the special role of the socia-
list state in directing the economy, a role that
differs in principle from that of the bourgeois
state.

Socialism enables the establishment of the
most advanced system of management corres-
ponding to the level of development of social pro-
duction, and this becomes a specific social func-
lion.

The special features of socialist production ma-
nagement are clearly seen from an analysis of the
character of the production relations, since the
tendencies inherent in the development of the
production relations determine the nature of so-
cialist economic management. The most chara-
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cteristic [eaturcs ol socialist management are gi-
ven to it by the economic law of planned ba-
lanced development. It follows from this Ilaw
that the socialist economy must be managed ex-
clusively on a planned basis. Only planned man-
agement ensures the development of the natio-
nal economy in the required proportions.

The system of Soviet cconomic management
and planning in broad terms means planned ceni-
ralised guidance of the economy, including the or-
ganisation of managerial bodies, elaboration of
managerial methods, the scientific organisation
of labour and production, the collection, proces-
sing and use of information for the needs of ma-
nagement, and the organisation of control over
the fulfilment of plans and decisions.

There can be no management without plan-
ning. Centralised guidance of the national econo-
my on the basis of a single plan is a major dis-
tinctive feature of socialist production. Centrali-
sation makes possible a well-planned utilisation
of resources on
ment of the pro
of the division
vide the materi
and democratisalion of management. Centralisa-
tion is the basic organisational principle which
creates the prerequisites for introducing demo-
cratic centralism. The socialist relations of produ-
ction make possible not only centralisation but
also the introduction of democratic principles
into cconomic management. The development of
the productive forces and production relations
gives rise to specific forms of democratic centra-
lism in management,
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Under socialism, management of the economy
is exercised with a view to ensuring the national
wellbeing and the free, well-balanced d.eyelop-_
ment of all members of society. The abolition of

relations of comradely cooperation and mutual
assistance.

of directing collectives of individuals constitute
the major part of production management. They
give a class and political character to manage-
ment. Due regard for the interests of the classes
and social groups in production is an important
principle of managing the national economy.
The socialist system has done away with the
antagonisms of management. Socialist manage-
ment ensures a definite interaction betwecen indi-

taking part in collective production.
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In the socialist economy, the manager and
his subordinates are equal collective masters of
the means of production. The manager directs
the work of the enterprise, not as a supervisor
of private property, but as an authorised repre-
sentative of the people and the state. To manage
production in a socialist state is to fulfil one’s
duties in a careful, businesslike and honest man-
ner, aware of one’s responsibility to the collective
and the state.

The management of socialist production is of
a profoundly democratic character. As collective
owners of the means of production, the Soviet
working people themselves manage production
through the agency of government bodies and
public organisations, themselves select and pro-
mote business managers. That is why the Soviet
state is an organisation which performs not only
the functions of managing the national economy
but also those of guiding individuals in produc-
tion. The socialist stale combines its functions of
management with socio-political measures set-
ting definite standards of conduct for indivi-
duals.

The economic policy of the Soviet state is
planned on a scientific basis in keeping with the
requirements of economic laws applicable to the
various stages in the development of the country.
The uninterrupted and rapid development of the
Soviet economy and the resulting changes in the
economic and political situation call for a revi-
sion of the forms and directions of the activity
ol government agencies in managing the econo-
my. The continuous improvement of the econo-
mic management system is dictated essentially
Ly the chief goal of socialist production, as well
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as by the need to improve the organisation of the
socialist economic system as a planned economy.
The efficiency of the managerial system is as-
sessed primarily by its contribution to improving
the results of the reproduction process, to the
development of human personality in the collec-
tive and to the reinforcement of the advantages
of socialism in the struggle against capitalism.
The steady and quick rise of the Soviet econo-
my is evidence of the high scientific level of plan-
ning and management of the national economy,
and of the correct application of the economic
laws of social development in the building of the
material and technical basis of communism.

IMPROVEMENT OF PRODUCTION MANAGEMENT SYSTEMS

Management of the socialist economy is an
extremely important social function. As indicatféd
by analysis, at presenl management can be lis-
ted among the most profitable fields of invest-
ment and application of the efforts of scientists,
executives and managers.

But work in improving management does not
always result in an immediate increase in its ef-
ficiency. There are cases where efficiency increa-
ses only at a later time or where the improve-
ment is essential Tor the continued existence and
successful development of the system itself.

Assessment of the condition of the managerial
system and its efficiency is important as the star-
ting point for choosing ways of improving econo-
mic management. The questions may be formula-
ted as follows: What should be done to increase
the efficiency of a given managerial system?
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What directions should be chosen for its im-
provement and which of them are the more ef-
fective? What is the correlation betwecen these
directions? What methods of rationalisation are
to be used? What spending is required to obtain
the best possible results from reorganisation of
the system?

The managerial system can be improved by
different methods and in many directions. The
entire variety of directions in rationalisation may
be divided into ten large groups: improvement
of the ‘“technology” of management; scientific
organisation of managerial work; improvement
of decision-making procedures; improvement of
information supply; perfection of the composi-
tion of functions, their specialisation and concen-
tration; improvement of the structure of the ma-
nagerial apparatus; improvement of the system
of incentives and responsibility; improvement of
the performance of individual managerial functi-
ons; improvement of training personnel, its se-
lection and rating, and improvement of personal
relations between workers.

The improvement of managerial technology
includes the application, on an increasing scale,
of up-to-date office machines. Quick introduction
into practice of electronic computers of the la-
fest design is one of the major trends in raising
the productivity of managerial work and the
efficiency of managerial systems. Many problems
relating to the management of complex economic
establishments are quite impossible to solve to-
day without the aid of these universal means.

Management is based on collection, accumula-
tion, processing and handover of information.
Improvement of information supply is one of
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the crucial trends in the rationalisation of man-
agement, and is attained primarily through an
extensive use of computers of improved models
for information processing. Improvement of in-
formation supply is alse achieved by means of
other technical facilities for collecting, storing,
multiplying and processing information.

The scientific organisation of managerial work
implies the application of all scientific and tech-
nological achievements for increasing the effici-
ency of the managerial apparatus and for ensur-
ing normal conditions for its operation. This
includes a wide use of office machines, scienti-
fically-grounded work regimes, and investigation
of elementary working operations for planning
their rational combination.

Another direction in rationalisation is im-:
provement of the procedures of decision-making,
which is also directly related to the scientific
organisation of labour. The competence of deci-
sions, their timeliness, accuracy, and authentici-
ty in relation to the actual situation have a bea-
ring on the efficient operation of an enterprise,
an industry, and the national economy as 2a
whole. This direction includes a thorough study
and improvement of the entire process of man-
agement from information collection to the ful-
filment of decisions. This direction presumes
such a sequence of managerial operations and
availability of managerial facilities that ensure
the most economical performance of the man-
agerial system.

Managerial work is a specific type of human
activity. It consists of a number of functions,
i. e. an assortment of fractionated specialised
working operations, such as planning, accoun-
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ting, supervision, supply, marketing, legal regu-
lation, stimulation of activity, ete. A change in
the composition of the functions of various ma-
nagerial divisions has a decisive impact on the
results of the work of enterprises, associations,
and branches of indusiry. In particular, specia-
lisation of managerial functions, just as specia-
lisation of any work, is a highly effective means
of increasing the quality and productivity of
those functions.

Improvement of the apparatus structure is the
way of improving the managerial system which
is the most usual in socialist society. It is expres-
sed in the adjustment of managerial links, the
assignment of normal quotas to all workers in
accordance with their functions, the full provi-
sion of enterprises, associations and branches of
industry with timely and accurate managerial
instructions and with objective information.

It has long been known that human activity
needs permanent control and encouragement. In
the Soviet Union, a flexible combination of mate-
rial and moral incentives is effected, not only in
production, but also in the managerial appara-
tus. In addition to a correct distribution of res-
ponsibility for the performance of duties, this is
an essential factor for increasing the efficiency of
the managerial system. Any improvement in the
system of incentives for managerial workers
leads to greater efficiency of their work.

All of the above trends in the improvement of
managerial systems are inferconnected and
therefore they are used in combination. The va-
rious methods of rationalisation are based on the
latest achievements in science and technology.
The achievements in mathematies, psychology,
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sociology, economics, law, information theory,
cle. are used to perfect managerial systems in the
national economy.

Great importance is attached to the socio-
psychological methods of improving management
which embrace a wide sphere of relations be-
Iween workers in the process of joint activity.
They include such questions as the prestige of a
manager and the social problems of collective
labour.

A considerabic number of problems involved
in the improvement of management are relaled
to the legal regulalion of the operation of enter-
prises, associalions, branches and subdivisions of
industries. Regulation of rights and dutlies, cont-
ractual relations, relalions of property and reim-
bursement for lesses—such is the field of com-
petence in which methods of legal regulation
arc used in the managerial systems.

Mathematical methods of modelling are used
in the Soviet economy on a growing scale. The
assortment of these methods includes optimum
planning, lincar and dynamic programming, the
theory of mass services, the theory of gamcs,
multiple correlation, etc. The development of
economelric models makes il possible to forecast,
more accurately and with less effort, the deve-
lopment of economic projects and consequently
to exercise a morc effective management of pro-
duction. Econometric methods in combination
with electronic computers are the most efficient
and promising aids in the further improvement
of the Soviet system of managing the nalional
economy.

Great attention is paid to the economic and
financial mecthods of rationalising management.
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Improvement of planning, incentives, crediting
and financing are among the most widespread
methods of promoting the operation of enterpri-
ses, associalions and branches of industry and of
the system of managing the national economy as
a whole. The financial-cconomic methods are
the most effective forms of such promotion. As
shown by experience, a lasting effect of any me-
thod of rationalisation can be ensured only by
reinforcing it wilh appropriate economic and
financial measures.

Improvement of information holds a special
place in the rationalisation of management. A
distinctive feature of modern economic proces-
ses is the great need for large quantities of infor-
mation. With the tremendous inflow of informa-
tion, great difficulties arise in processing and
assimilating incoming information necessary for
substantiating decisions. This has led to a wide
utilisation of information theory for improving
the collection, recording, grouping, processing
and storage of information and for facilitating
paper work. The aim of the current efforts to
improve information supply in the USSR is a
further acceleration of information flow Lo mana-
gers, elimination of its duplication, the exclusion
of superfluous and the supplementing of inade-
(uate information. '

The improvemen! of the managerial system in
socialist society affects all aspects of production.
Any essential change in the managerial system of
enterprises, associations or branches of industry
is backed by provision of appropriate conditions
in the economy as a whole. And conversely, any
change in the general conditions is taken into
account at all levels of management.
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Management, which plays an important role
in relation to production, itself depends on the
degree of production development. A highly deve-
loped industry musl have a managerial system
fully corresponding to it in its perfect structure,
operalion and forms of organisation. The sys-
tems of sectoral management existing in the
USSR incorporate different types of management
levels. However, the composition of managerial
systems of the scheme ministry—central board—
enterprise is the most common in the USSR.

The system of sectoral management cannot
be uniform for ali branches of industry. Every
branch has a number of specific features which
essentially influence the managerial structurec.
Among the factors responsible for the specific
features of secltoral management are, in particu-
lar, the number of subordinated cnterprises, the
volume of output, the role of a given branch in
the system of the counlry’s social production, the
character of the production cycle, the geography
of distribution of enterprises, etc. The specifics
of production determine the composition, vo-
lume, and combinalion of managerial funclions
and, accordingly, the combination of the structu-
ral divisions of the system.

The systems of managing individual indust-
ries operating in Lhe USSR at present arc based
on a linear-functional principle and have a ver-
tical-horizontal structure. This structure serves
to implemen! in full the principle of democratic
centralism by means of which all the steps of the
managerial system are co-subordinated accor-
ding to its different levels.

The structure reflects the internal arrangement
oi the clements of 4 system and joins lhem inio
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a whole. With the growing complexity of the sys-
tem, its structure also becomes more intricate.
Every variety of managerial division has an
appropriate structural form. The system of in-
dustrial management has important specific fea-
tures which figure prominently in an overall
assessment of its operalion. Among such major
{features are the organisational structure of the
system, lhe relalive autonomy of individual sub-
systems, and the possibility of adaptation and
self-regulation upon a change in the external
and internal conditions of operation.

At present, many traditional forms and meth-
ods of building the managerial structure are
being abandoned in the USSR. A number of mi-
nisiries and departments are taking practical
sleps in this direction. This can be regarded as
the second stage in the development of the eco-
nomic reform. The point is that in the present
conditions it has become necessary to supplement
the traditional methods of management based on
the knowledge and cxperience of business execu-
lives of all ranks, with scientifically validated
methods of decision-making reinforced with
technicai and other means for securing the most
effective solution of complex managerial prob-
lems.

In particular, the information supply factor is
hecoming ever more important. Inflows ot objec-
tlive information from the periphery to the deci-
sion-making centre determines the character of
management to a greater extent than the “hie-
rarchy”, i. e. the system of subordination.

The improvement of planning and economic
management in the USSR at the present stage is
closely connected with enhancing the role of eco-
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nomic levers and material incentives in produc-
tion. This means that centralised management is
relieved of the need for control and regulation of
millions of specific production processes and
links which grow like a snowball with the count-
ry’s economic advancement and the complication
of the structure of social production. These pro-
cesses and links can no longer be regulated from
a common centre. The growth of these links is
illustrated by the fact that the Soviet national
economy today manufactures about 20 million
items of products, many thousands of new items
being added every year.

Soviet industry comprises over 300 branches
and fields of production with some 50,000 inde-
pendent industrial enterprises. History could
not furnish an answer to the question of how to
manage the national economy on a nation-wide
scale. In his outline of the article The Immediale
Tasks of the Soviet Government, Lenin wrote
that the task of state administration which had
faced the Soviet government after the end of the
Civil War was distinctive in that the point in
question, perhaps for the first time in modern
history, was economic management in which eco-
nomics rather than politics was of primary im-
portance.

“Under the bourgeois system,” Lenin pointed
out, “business matters were managed by private
owners and not by state agencies; but now, busi-
ness matters are our own common concern.”
{Lenin. Coll. Works, V. 32, p. 430). It was with
good reason that Lenin pointed out that politics
was a concentrated expression of economics.

In organising the management of Soviet pro-
duction Lenin believed it possible to draw on the
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experience of capitalist industrial complexes.
This experience was useful because it had been
accumulated during the development of large-
scale industry. Meanwhile, from the early years
of Soviet power, the process of building large
production and economic complexes in the form
of associations of various types began to develop
on a very wide scale in the USSR.

Lenin noted: “Only those are worthy of the
name of Communists who understand that it is
impossible to create or introduce socialism with-
out learning from the organisers of the trusts.
For socialism is not a figment of the imagina-
tion, but the assimilation and application by the
proletarian vanguard, which has seized power,
of what has been created by the trusts.” (Lenin.
Coll. Works, V. 21, p. 350).

Understandably, capitalist experience was
drawn upon quite cautiously in the USSR. The
system of organisation of management and
planning within a private firm has certain disad-
vantages from the viewpoint of the socialist sys-
tem. Many elements of this system are the pro-
ducts of the contradictions in the development
of capifalism and cannot be transplanted into
socialist conditions—for example, the limited
character of private economic programmes,
whose main target is the immediate effect, i. e.
profit, which does not always meet the interests
of the national economy as a whole. Nor is the
orientation of the plans of private enterprises—
aimed primarily at securing more profitable mar-
keis—acceptable for the USSR.

Lenin regarded the improvement of the man-
agement of the national economy as the decisive
factor for raising ils efficiency. In his writings,
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he repeatedly emphasjsed the need for high-deg-
ree organisation. He considered improvement of
the organisational structure of governing bodies
one of the major conditions for a successful
construction of socialism and communism.

The system of management of socialist pro-
duction, which has taken shape and developed
during Soviet years, is based on the main prin-
ciples of management worked out by Lenin. In
accordance with Lenin’s teaching, the concrete
forms of management are changed and improved
at the various stages of socialist construction.
However, the main Leninist principles of man-
agement issuing from the very nature of the so-
cialist economy remain unchanged. These are
democratic centralism; unity of political and eco-
nomic leadership; political approach to the so-
Iution of economic problems; planning; one-man
command: moral and material incentives, and
personal material interest of producers in the
results of production.

The radical qualitative changes occurring in
the economy of the Soviet Union have provided
objective conditions for the further improvement
of economic management. These changes have
necessitated the introduction of methods of eco-
nomic management, planning and economic in-
centives which correspond to the advanced socia-
list economy and ensure the attainment of higher
efficiency of production.

The main trend in improving management is
not an overall reorganisation of the managerial
systems at all levels, but the raising of their effi-
ciency by continuously improving the functions
and methods of management. For this purpose,
measures to improve management are planned in
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the USSR for five-years and for longer periods.
This planned work is subordinated to the inte-

There is a nce, for example, in
the levels of lopment in the thir-
ties and the regard to quantity
and quality. ago, production ma-

nagement was a much simpler matter. Let us sec
what is being done at present and how.

variants and make complex calculations. It is
impossible fo make such calculations without the
aid of machines.

Electronic computers are able to preserve in
their “memory” the normal production schedule,
to react to deviations from it and to introduce
corrections into the programme of subsequent
opcrations. When introducing computing ma-
chines, account is taken of the fact that social
processes make up a complicated probability sys-
lem; therefore, in managing them, a variety of
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factors-—technical, economic, sociological, and
many others—are taken into consideration.

As we see, the introduction of electronic com-
puters into production management is not a sim-
ple matter and requires a comprchensive ap-
proach. The enthusiasm of some specialists in
cybernetics who insist on the speediest and com-
plete automation of economic management, with
transition in the future to “push-button control”,
fails to find unreserved support so far. Soviet
scienlists are carrying oul a thorough analysis of
the qualitative aspects of economic processes ma-
ny of which still do not lend themselves to for-
malisation. This, however, does not amount to
underestimation of the possibilities inherent in
modern managerial technology. Cybernetics is
contributing ‘substantially to the solution of the
complex problems connecled with the manage-
ment of the national economy facing Soviet cco-
nomists.

general principl

The elaboration

constitutes the

of the economy

new fields of mathematics and the mass use of
modern electronic computers have given rise to
novel methods.

What is the principal approach to developing
automated managerial systems in the USSR?
Should man strive to make the machine iake
over his thinking functions to turn out a pro-
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duction plan, a plan of reserves distribution, etc.
by “pusliing the button” so that he would only
have to put his name to its “decision”? This
clearly will not be the case. A machine can ope-
rate effectively only in interaction with man. It
must not “think” instead of man but help him.
It must enable him quickly to verify various hy-
potheses and make the best decisions. This re-
quirement lies at the basis of the systemic ap-
proach, which makes it possible to reduce the
process of solving a large complex problem {o
the coordinated process of solving less complex
problems in greater detail.

For example, a ministry draws up an integra-
ted plan for its industiry stipulating the basic in-
dicators for the output and distribution of pro-
duction. On the basis of this plan, a central board
siipulates aggregate indicators for enterprises,
the latter for shops, flowlines, etc. The lower pro-
duction divisions size up their potentialities and
offer their counter-proposals. The use of syste-
mic and optimum methods of planning makes it
possible to conduct the process of consecutive
elaboration of a plan so as to enable the indus-
try as a whole to turn out a maximum of the re-
quired products at minimum costs.

Mathematical methods also play an important
role in improving management of the national
economy. In the past few years, the USSR has
accumulated vast experience in solving indivi-
dual problems of economic planning with the
aid of econometric methods and electronic com-
puters. These, however, are only the first steps
which have revealed in principle the possibility
and effectiveness of using mathematical methods
and computers at all levels of the economic struc-
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ture—from the USSR State Planning Committee
to an individual industrial enterprise. Today, the

veloping
ed auto-
manage-
applica-
tion of mathematical methods and computers.
This work is top level
of economic Planning
Committee a es of the

Union Republics have already started developing
an automated system of plan calculations through
their computing centres, and research and design
organisations.

This will be the world’s biggest automated sys-
tem of national economic planning and manage-
ment based on the “man-machine” combina-

of the Union Republics, is oriented towards a
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In facl, it is the organisation of work that holds
back the eclaboration and introduction of econo-

met practice
of e

) A in draw-
ing ntroduc-

ing the automated system of planning and man-
agement will be achieved on the basis of the
time-tested system of network planning and man-
agement, which has been worked out and is

making network models at ministries and depart-
ments. rI.‘he possibilily of using network methods
in drawing up plans of production associations
anq individual enterprises has been proved ex-
perimentally.
ive systems of network
t at the USSR State
the Planning Commit-
ics, at ministries, de-
partments,
be possible
integrated s
agement. It
rection of the process of drawing up cconomic
development plans since it will cover all the divi-
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cessfully introduced at the Lvov Television Fac-
lory, the “Azovkabel” Plant, the Minsk Tractor
Works, and the “Frezer” Plant in Moscow. Con-
ditions are being created for installing similar
systems at all the leading Soviet enterprises in
the current five-year-plan period (1971-1975).

To attain this target, it is planned to carry out
a number of important measures on a nation-
wide scale. Much is done to improve the work of
guiding the introduction of computers into the
practice of economic management and to make
this guidance ever more centralised.

All the measures outlined are being successful-
ly implemented. At present the problems involv-
ed in developing and introducing automated sys-
tems for the management of enterprises, associa-
tions, and branches of industry are being tackled
by more than 300 research and design organisa-
tions. In the ninth five-year plan period (1971-
1975), more than 2,600 automated systems for
various levels of economic management will be
introduced in the USSR.

MANAGEMENT AND ECONOMIC COST ACCOUNTING

As pointed out above, continued economic
growth under socialism calls for a continuous im-
provement of the forms and methods of produc-
tion management. Therefore, the economic re-
form in the USSR did not come as a surprise.
Being necessitated by the objective conditions
of the development of socialist production, it pro-
vides an example of creative application of the
principles of socialist economic management in
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the period of transition from socialism to com-
munism,

The principle of cost accounting underlies cco-
nomic relations between socialist enterprises.
This principle ensures an optimum combination
of the state plan with the system of business con-
tracts between enterprises, centralised manage-
ment and broad local initiative. The system of
conlractual relations increases the responsibility
of enterprises for the results of their economic
activity, and subjects them to systematic mutual
control.

Cost accounting in the socialist counlries is
not an aim in itself. It serves the task of fulfil-
ling and overfulfilling economic development
plans, and is a powerful lever for increasing pro-
duction and strengthening the economy. The ma-
jor economic and organisational aspects of cost
accounting have a number of characteristic fea-
tures. First and foremost, cost accounting mobi-
lises the practical activities of enterprises for the
fulfilment of the state plan according to all eco-
nomic and qualitative indicators.

In fulfilling their plan assignments, enterpri-
ses enjoy independence in their economic and
production activities within the framework of
the plan. They have their own balance sheet and
fixed and circulating capital. Cost accounting
means that enterprises bear all the costs invol-
ved in the manufacture and marketing of their
products and attain high profitability. This is
achieved by increasing the material interest of
the collectives of enterprises in fulfilling their
plans with a minimum expenditure of Ilabour
and means. Financial conlrol of economic acti-
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vity, and a rational use of material resources and
money are basic to cost accounting. )

Cost accounting consists, not only in compen-
sating for the expenditures out of the enler-
prise’s own incomes, but also in comparing the
expenditures and the profits.

Cost accounting ensures the harmony of pu-
blic interests and the personal and collective in-

the Soviet state at the present time is o secure
greater interest in economic self-sufficiency on
the part of enterprises, associations and minis-
tries in order to obtain maximum production
results, with minimum inputs of labour, mate-
rial resources and capital investments. -

The socialist principle of management is ﬁI'I.]l-
ly based on the objective tendencies of social
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range of technical and economic indicators, re-
duced by more than two-thirds since the begin-
ning of the reform, is set for enterprises.

Under socialism, the forms and methods of
production management must measure up te the
level of economic development. This is why there
have never been—nor can be—static, rigid
forms of management in the Soviet Union. Lenin
wrote: “We must build our economic edifice as
we go along, trying out various institutions,
watching their work, testing them by the collec-
tive common experience of the working people
and, above all, by the results of their work”.
(Lenin. Coll. Works, V. 27, p. 409). If the word
“edifice” is used to denote the entire system of
socialist production, then economic management
is a system of economic links within it. Manage-
ment is called upon to ensure the normal fun-
ctioning of the economic mechanism of produc-
tion. Success of the socialist economy largely de-
pends on the efficiency of management.

The socialist national economy is composed of
a number of internal economic systems such as
a branch of production, production associations,
enterprises, ete. Despite a certain isolation of
these systems, they are links in a single chain
connected by a system of economic relations.

A very important problem is to establish a sys-
tem of so-called vertical ties which constitute the
hierarchic structure of the economic system: mi-
nistry-—central  board—association—enterprise.
The establishment of rational ties within this
system is important, particularly from the view-
point of control by the state of the respeclive
cconomic levers—the planning system, the sys-
tem of credits, financing, prices, etc, This rules

11



out elements of spontaneity and enables the so-
cialist state to adjust the economic mechanism
in conformity with the country’s requirements.

Economic management is essential to all socio-
economic systems. However, the socio-economic
essence of management is determined by the
form of ownership of the means of production.
This is expressed in the use of definite methods,
for example, commercial interest under capita-
lism and cost accounting under socialism. Com-
mercial interest, which is based on private owner-
ship of the means of production, is wholly linked
with the market relations in the conditions of
chaotic  production and stiff competition.
This is what predetermines the local
character of eccnomic forms of management un-
der capitalism. The limited character of func-
tions of economic management under capita-
lism gives rise to a host of economic methods of
management within the framework of indivi-
dual production units—enterprises, firms, trusts,
cartels. But while at individual enterprises there
exist definite, even if different, systems of man-
agement, beyond their limits there is net a well-
organised system but a variety of links connec-
ted through spontaneous market relations.

Cost accounting under socialism has nothing
in common with commercial interest under capi-
talism. The aim of cost accounting is the fullest
possible utilisation of material, labour and finan-
cial resources in the interests of society as a
whole and its members. An indispensable condi-
tion for this is a rational combination of the in-
terests of individual workers and the collective of
an enterprise with the general national interest.
Material encouragement of the collectives of en-
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terprises to discover and make use of production
reserves and to raise the economic effectiveness
of production, is based on this principle: what
is profitable for the collective and the enterprise
is profitable for the state. This is what forms the
basis for the community of public and personal
economic interests, which is an outstanding fea-
ture of the socialist mode of production.

The efficiency of any system of incentives lar-
gely depends on differentiation between the
workers encouraged. Therefore, the decisive fac-
tor is not the absolule size of incentives funds
but the relative size per worker. We have already
noted that economic management in socialist so-
ciety has the form of directives, while economic
relations are expressed in relations between
workers in the production process. In this, the
conscious volition of individuals is the basis for
purposive activity.

The majority of directives concerning produc-
tion are economic in essence. However, the circu-
lation of a plan at all levels from the govern-
ment to an enterprise is effected in the form of
an order—a directive. At the same time, a plan is
one of the most important economic instruments
of leadership. Under socialism, the unity of form
and content—i. e. the unity of the economic pro-
cess and the administrative effort to secure its
implementation—is preserved in both circulating
and implementing the plan.

Some bourgeois theoreticians oppose the eco-
nomic methods of planned management to di-
rective methods. They naively believe that one
rules out the other. This is a completely mista-
ken view. Both the directive and the economic
melhods of management constitute a single
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whole and are indispensable elements in the so-
cialist system of economic management. Their
use in combination makes it possible more fully
to use the advantages of socialism and to ensure
a rapid growth of labour productivity.

The advantages of the directive methods for
solving definite problems consist in that they ena-
ble account to be taken not only of current but
also of more important, long-range tasks in dec-
veloping the economy. This makes it possible to
concentrate resources in the main sectors of eco-
nomic development and to gain time in solving
major economic problems. At the same time, the
economic methods successfully supplement and
reinforce the administrative forms of centralised
management.

It should also be noted that improvement of
the economic methods of socialist production ma
nagement is dictated by the need for an ever fas-
ter growth of production efficiency and labour
productivity on the basis of accelerated techno-
logical progress and the growth of the produc-
tive forces. Here, success largely depends on the
activity of the working people asa whole, on
their interest in the best possible utilisation of
production reserves. This demands improving
the planned management of the national econo-
my and equipping the planning and manage-
rial bodies with mere advanced economic me-
thods of promoting production. Today, crucial de-
cisions cannot be based on a brilliant “brain-
wave”. The basic requirement of scientifically
sound management is to find and duly imple-
ment appropriate solutions with a view to secur-
ing maximum production efficiency at minimym
cosfs.

&

training, on which the plan can be based. On the
other hand, a far-sighted approach to a long-
range plan is necessar
lifeless dogma. Experi
possible to envisage ev
fore the need often ar

in the national economy as a whole.

Economic methods of management are cmp-
loyed with the aid of such levers as price, profit,
payment for assets, credit, material incentives,
and enhanced financial control. Operated in com-
bination, these levers help to place enterprises
and production associations fully on a cost ac-
counting basis. A wider utilisation of economic
methods in implementing the national economic
policy depends on how well the workers of plan-
ning and governing economic agencics have
mastered these methods.

Eccnomic methods make possible a faster so-
lution of questions concerning the introduction
and mastering of new technology, improvement
of product quality, optimum utilisation of raw

& 1083 81



materials in short supply, revision of the range
of manufactured goods to meet changed market
demands, ete. Economic methods are effectively
used in the USSR, not only to meet changing con-
ditions but also to ensure the best solution of
long-range problems connected with the develop-
ment of the socialist economy.

How are economic methods of management
used in conditions of socialist production? The
principai plan assignmenls received from the
centre—the ministry or the central board—arc
finalised in detail in the plans of enterprises. The
latter take into account the demand for their
products and the conditions for marketing them.
They analyse the market situation and determine
the demand for the products they manufacture.
They are also obliged to respond promptly o
changes in demand and to start in good time the
production of new, more popular articles.

Centralised planning has a strong influence on
the development of the market as concerns both
its capacity and its structure. Nevertheless, in the
process of drawing up long-range plans, and
particularly current plans of enterprises, com-
modity-money relations exert a certain influence
cn the volume and structure of production. They
enable a more accurate determination of the re-
quired range and quality of goods. Therefore, in
the course of economic development in the USSR,
direct economic links are set up between enter-
prises, and, within the framework of the plan-
ned economy, full use is made of such factors as
the market, sales and demand.

The Soviet economic system has worked out a
complex of economic methods to promote pro-
duction and to use fixed and circulating assels
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men! the result is essentially the same.

The economic reform in the USSR involves
the practical task of working out an optimum
correlation between the social, colleclive and per-
sonal interests of the working people, which is
the basis for increasing their productive and

prises
this m
directi
for en
suring
The nting arc ma-
nifesie organisation.
Thesc of operation
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tion units.

While cost accounting as a factor of the inde-
pendence of enterprises finds expression in their
economic and financial interrelations, which con-
stitute a definite form of cooperation and asso-
ciation, inside enterprises commodity-money
relations (in terms of sales and purchases) are ab-
sent. In the latter case, the cost accounting prin-

ciple of , sectors and teams is ex-
pressed production costs, and the
direct r een labour remuneration

and its final results.

Enterprises, associations and other indepen-
dent production collectives are “social orga-
nisms” under the socialist system. It may bc
added that they are directly social organisms by
virtue of their inseparable links with social pro-
duction as a whole.

The new economic reform in the USSR is not

raclual relations between enterprises, the expan-
sion of credit relations, introduction ot the prin-
ciple of payment for assels, etc., open up a new
stage in the development of cost accounting re-
lations in the socialist economy.
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CONCENTRATION AND CENTRALISATION OF
PRODUCTION AND MANAGEMENT

meat-packing and dairy industries 170, and in the
coal industry 92.

The setting up of industrial associations in the
USSR serves the purpose of ensuring a maximum
efficiency of investments and an ever fuller sa-
tisfaction of the growing requirements of all
members of socialist society.

In the beginning, the main purpose of associa-
tions was to raise the level of production concen-
tration and the efficiency of the managerial sys-
tem. At present, the amalgamation process is con-
nected with the organisation of large production
and economic complexes capable of performing
the functions of a middle link in the management
of industry.

A contemporary socialist industrial association
is the highest form of concentration and centra-
lisation of production and management. The cha-
racter and direction of the development of this
form are determined by a large number of pro-
duction, organisational, social and other factors.
This intricate process can no longer be descri-
bed simply as concentration of production, be-
cause other complex phenomena manifest them-
sclves in it.

Concentration of production regarded from the
socio-economic viewpoint is inseparably connec-
ted with centralisation of production and man-
agement. The widening of the scope of produc-
lion takes the form of enlargement, through
amalgamation, of enterprises, as a result of
which the level of production concentration ri-
ses. Concentration may also be effected through
the amalgamation of enterprises into a produc-
tion complex. In this case, individual types of



production and managerial functions are centra-
lised within the framework of an association.
Centralisation of production management de-

pends to extent than concentra-
tion of p socio-economic condi-
tions. It quisites for attaining a

qualitatively new level of concentration. By in-
tensifying concentration of production, it acce-
lerates and widens the reproduction process.
The processes of concentration and centralisa-
tion are differcnily influenced by subjective and
objective factors. While concentration of pro-
duction is largely the result of the operation of
the objective factors of production development,
centralisation is more susceptible to the influ-
ence of subjective factors. Concentration of pro-
duction is more connected with the technico-
economic aspect of production; centralisation
depends on its socio-economic aspect, the cha-
racter of regulating the production process.
The basic principle of managing the socialist
economy is democratic centralism. The efficien-
cy of centralised management largely depends
on a preper correlation between concentration of
production and centralisation of management.
Measures to concentrale and centralise produc-
tion (establishment of production complexes of
varied Lypes) in the USSR provide a good basis
for increasing the efficiency of centralised plan-
ned management. Scientific standards of plan-
ned management are raised through extending
the independence of enterprises while the funda-
mental problems of economic development are
tackled by the central agencies. Large production
associations, which are a new middle link in ma-
nagement, can also make effective use of their
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the field of technical
oduction of electronic
been said is particular-

essence of

in the USSR

to the character of
isatien, mprovement

hods of management.

The establishment of associations does more
than intensify concentration and centralisation
of production. Experience shows that these pro-
cesses are inseparably linked with an increased
specialisation of production. The reason is that
an increase in the level of concentration yields
the greatest effect in case of narrow sp.eci.alisa}-
tion. This is because an industrial association 1s
a production complex consisting of enterprises
which belong, as a rule, to one industry and have
a common man

Scientific sub rticular variant
of organising a on major fac-
tors common to productive activities of enter-
prises constituting an
factors, irrespective of
clude identical designs
which provides the pre
production specialisa
of an association; id t
consisting of a definite and qualita-
tive combination of ma ipment and
other plant at an enterprise; identical types of
production personnel, which facilitates an in-
crease in labour productivity; identical materials
used in production, which makes possible a
more effective ufilisation of available resources.

Soviet associations of the “trust” type incorpo-

ion facilities
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and organisation. Despite the differences in the
level of centralisalion of production and managc-
ment, the principle on which associations of the
“trust” type are based is the same.

tion as a whole.

commercial complexes are being set up in the So-
viet national economy.
garded as a system consist-
oduction units—enterprises
independence. The forma-
is not a mechanical assem-
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bly of related cnlerprises under a “commen roof”.
Not every associalion can ensure efficient opera-
tion of enterprises. If enterprises of different spe-
cialisation scattered over a wide territory are in-
cluded in an association, the efficiency of the as-
sociation will be sharply reduced. Territorial as-
sociations are usually set up in regions of heavily
concentrated industry. Violation of this rule leads
to inflation of the managerial apparatus and less
efficient management.

A major problem of management of enterpri-
ses belonging to an association is to establish an
adequate degree of centralisation of managerial
functions. Here, wide opportunities are available
for the functional specialisation of managerial
bodies. Centralised performance of these func-
tions within the framework of the association en-
sures actual economic interconnection and inter-
dependence between all the cnterprises and orga-
nisations of the association, thus making of the
association a factually rather than formally in-
legrated production system.

In working out a new system of management,
account is usually taken of the fact that the for-
mer syslem of managing enterprises of the asso-
ciation was formed having in mind the specific
features of production development. Therefore,
in the course of organisational reconstruclion
all the positive elements of the former system
are preserved.

It should be ncted that a functional approach
to individual lypes of managerial work prevails
within associations. This is connected with its
partial centralisation and differentiation which
ensure more effective performance of manage-



rial functions. The concrete forms of centralisa-
tion and differentiation of managerial functions
depend on the specific features of the industry,
the type of association, etc.

Such functions as implementation of a single
technical policy, supply, marketing, etc. are per-
formed by the managerial apparatus of the asso-
ciation. Whenever necessary, specialised agen-
cies are set up to cxercise certain managerial
functions. For example, with a large volume of
capital construction a directorate for the cons-
truction preject is set up.

Also widely practised is the placing of indivi-
dual functions within the competence of one of
the enterprises, which discharges them in the in-
terests of all the other production units of the as-
sociation. Typical instances are the repair of
equipment, personnel iraining, ete.

One of the basic funclions of the association’s
managerial apparaius is the organisation of the
marketing of manufactured goods. Under socia-
lism, marketing is preceded by thorough techni-
cal and economic investigations which cannot
be carried out by an individual enterprise with
adequate efficiency. There are different organi-
sational forms of centralised marketing. In cer-
tain cases, the function is entrusted directly to
the managerial apparatus. Not infrequently mar-
keting organisations are set up on a cost account-
ing basis particularly when the work of making
contracts is centralised within the association.
For example, at the Orekhovo-Zuevo and Glu-
khovo textile associations in Moscow Region con-
tracts for product deliveries arc concluded not
by individual enterprises but by the marketing
departments and sales depots which operate at
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cconomy are promoted while implementing the
new economic reform.

THE ECONOMIC REFORM AND ITS EFFECTIVENESS IN
IMPROVING MANAGERIAL SYSTEMS

:l’he economic reform being implemented in the
USSR SJgn}ﬁes a new approach to the problems
of economic development and the direction of

cconomi new approach consists,
first and ising the methods of in-
dustrial place of the territorial

management bodies—the national economic
councils—industrial ministries directing the opc-
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ration of definite branches of the nalional eco-
nomy have been set up. Territorial management
of the economy gave rise to a multi-sicp system
of management which resulted in a cerfain de-
cline in lhe efficiency of control of cnterprises.
In this situation, the advantages of the socialist
cconomic system were not utilised in full.

Industrial ministries work in a situation where
cmphasis has been shifted to economic methods
of production management and where the rights
of enterprises have been extended considerably.

In the course of the ecconomic reform Lhe
mcthods of planning are being improved. For
this purpose, the number of plan indicators fixed
for enterprises has been substantially reduced,
and some of them have been replaced with new,
more progressive indicators. For example, ins-
tead of the former indicator for gross output by
which lhe efficiency of an enterprise was asses-
sed, a new indicator has been introduced, based
on the quantity of marketed products. This indi-
cator prescnis a morc comprehensive picture of
the quantitative and qualitative results of the
operation of an cnterprise. In addition to the
quantily of marketed products, the following in-
dicators are fixed for enterprises: assortment of
major itlems, labour remuneration fund, labour
productivity, profit and profitability. What is
more, enterprises are given assignments for cen-
tralised capital investments, expansion of fixed
assets, introduction of new technology and
equipment, and the volume of centralised mate-
rial and technical supplics. The new system of
planning adds counsiderably to the economic in-
dependence of enlerprises in  utilising capital



inveslments, improves the system of price forma-
tion. ctc.

Of greai importance for raising production ef-
ficiency is the enhancemeni of economic encour-
agement of the personnel of enterprises. For
this purpose, special funds are set up at factories
and plants, an inceniives fund and a fund for
financing socio-culfuval functions and housing
construction. The size of these funds is dircetly
related to the resuits of the work of the enier
prise: the better the results and the higher the
profit, the larger the funds and the greater the
material and cultural bepefits derived from the
funds by factory and office workers of enter-
prises in addition to their wages and salaries.
This is an important factor for raising labour
produclivity and improving product quality.
Monthly bonus payments, lump-sum paymen{s
and annual awards amount to 30-40 per cent of
basic earnings at many enterpriscs.

As we see, the economic reform is dirccled at
ficightening the material interest of the person-
nel of enterprises in the results of their work. It
has ensured the coincidence of interests of the
state, the collectives of cnierprises and every in-
dividual worker and is accordingly a reliable gua-
rantee ol a continuing rise in production efficien-
cy.

At present, two tendencies in distributing ma-
nagerial functions are in evidence. The first con-
sists in the transfer of a number of organisa-
tional functions from enterprises to associations;
the second, in the handing over of individual
functions by minisiries to associations. The se-
cond tendency is of special imporiance because
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and scientific substantiation.
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The establishment of effective production
complexes in the form of associations is earried
out both at union and republican level. This is
closely
neral
branch
step is

some of the enterprises, a number of industries
are considering the qu
tain intermediary steps
setting up, on the bas
ministries, territorial
operating on republican level,
In setting up such associations, the list of en-

terprises specified.
This mean ion of cn-
terprises a being re-
vised not of indivi-

dual ministries but also between ministries. The
question of revising the existing scheme of
sectoral management will also be solved in the
forcsecable future. This will lead to the amalga-
mation of a number of existing ministries or the
institution of new ones.

In reorganising the middle step of manage-
ment great attention is paid to rationalising ma-

nagement what extent
ministries irs of indivi-
dual ente Production
units are inst unwar-
98

technological progress. The volume of manage-
rial work is reduced to a minimum. .In the ob-
taining 1nv91ved in
day-to-d tois t:flken
over by }ll inevitab-
Iy lead ions among
the enterprises of the associat.ion. U1"1der the new
systemn, many of these functions will be carried

out in a centralised manner, which will maﬁf 'it
eir

cture
pro-
fixed

assets, ete.
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The establishment of associations largely
affects the functions of planning. This is mani-
fested in the increasing differentiation of plan

same time, the functions of current management
of production are gradually transferred to the
level of primary production units and their asso-
ciations. In this connection, there has arisen the
need for finding a rational correlation between
plan decisions taken at the centre and decisions
taken at enterprise and association level.

The main trend in improving management
today is not overall reorganisation but gradual
systematic work in improving individual struc-
tures of management and adjusting their fune-
tions in accordance with the demands of produc-
tion development. No one has doubts about the
need for drawing up a single state plan envisag-
ing the principal measures to improve the mana-
gerial system of the national economy. Measures
to improve the management of industry, based
on the sectoral plans of all-union ministries and
departments, have become a major section of
this plan. For example, the USSR Ministry of the
Coal Industry has drawn up a general scheme
for improving management of the coal industry.
The scheme provides for enlargement of low-
productive sections and small and medim-size
cnterprises, transfer of enterprises to a depart-
ment-free structure of management, simplifica-
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tion of the managerial structure by abolishing
intermediate steps, further specialisation and
centralisation of the management of auxiliary
services, and introduction of economic methods
at all levels of management in industry. This
work is carried out in the USSR not as a short-
term ‘“campaign” but as a planned, properly
substantiated and consistent process.

The formation of associations and improve-
ment of production management are among the
most important measures being taken in imple-
menting the economic reform in the USSR. The
basic problem, which has existed at all stages of
advancing the management of the Soviet natio-
nal economy, is to achieve the best system of
managing the economy. At present, special em-
phasis is being given to the use of economic le-
vers in production management, and in this con-
nection to the development of more rational va-
riants for the economic encouragement of pro-
duction with due regard to the specific condi-
tions of the operation of production units. This
is why in improving management stress is laid
on the principies of cost accounting and material
encouragement.

Cost accounting from the viewpoint of orga-
nisation is best expressed in the freedom enterp-
rises enjoy in their day-to-day production activi-
ties, in their right to manage independently the
property entrusted to them as part of the gene-
ral stock of socialist state property. The degree
of independence of production units in day-to-
day economic activity was different at the diffe-
rent stages of economic development in the
USSR. This was due to substantial changes made
at different times in the organisational structure
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every unit.

The economic, administrative and legal inde-
pendence of industrial enterp ia-
tions, by virtue of a certain et-
ween the need for centralised nd

for the economic independence of enterprises

method of cost accounting.
The establishment of associations led lo a mo-
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perior bodies, and f{or improving the economic
links within the associations themselves.

The development of economic ties between as-
sociations and with superior bodies is being
effected along the line of granting associations
wider rights in the use of material, labour and
financial resources. Improvement of the internal
economic links takes the shape of introducing
elfective forms of cosi accounting at various
produciion units, taking account of their specific
position within the association.

Cost accounting does not mean a simple sum-
mation of the results of the productive activities
of enterprises making up associations. The cost
accounting principle in the USSR is coming 1o
signify a new qualitative stage of management
that makes use of economic methods. The for-
mation of associations operating on a cost ac-
counting basis opens up broad opportunities {or
raising production efficiency. It serves to increa-
se the responsibility of werkers and leading exe-
cutives of associations for the economic results
of their work, and to heighten their interest in
using all ways and means necessary for efficient
production performance, in concentrating avail-
able means and planning their use in the most
rational way, and in applying material incen-
fives on a wider scale.

The cost accounting principle of operating an
industrial association is based on many factors.
The most imporiant of them are freedom of ac-
tion in the day-lo-day management of production
in fulfilling programmes; financial self-reliance
of the enlerprises making up the association;
the setiting apart of centralised means of the as-
sociation in the form of the funds which vary in
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size with the results of the production and econo-
mic activities of enlerprises; reimbursement by
the constituent enterprises of the costs invol-
ved in maintaining the managerial apparatus;
incentive payments out of the asscciation’s cen-
tralised funds to personnel of enterprises and or-
ganisations engaged in work of special impor-
tance for the association as a whole; responsibi-
lity of the association and managerial workers
for incompetent decisions detrimental to subordi-
nated enterprises and organisations.

The forms of cost accounting employed by as-
sociations vary with the types of industries.
However, in all cases, centralisation of major
managerial functions requires material, technical
and financial resources to be put at the disposal
of enterprises to enable them fo discharge these
functions. For this purpose, special funds and re-
serves are set up within associations.

In addition to the parily centralised incenfives
funds, the system of reserves and funds of an as-
sociation includes a reserve fund for financial
assistance, a technological development fund, a
fund for mastering new technology and the ma-
nufacture of new products, and a depreciation
fund for capital repairs. The structure of the re-
serves and funds and the size of each of them
are established taking into account the specific
condilions of work.

The reserves and funds set up at associations
and central boards provide the wherewithal to

solve questions developing
production and, cilitate the
implementation ents in the

approved plans of enterprises.
The major condition for an effective operation

104

nciple within an asso-
of a system of accura-
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production activity of i Tprises.

As noted above, the { of cost
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ment withi
upits ¢ ¢t 1
1 enterprises but also of re-
other cost accounting organi-
sations. ‘ )
Whatever the structure of industrial associa-
tions, the income they derive from the marketln‘%
of their products is sufﬁcien?, in most cases, nql
only to meet current roduction costs but also to
meet the costs of res er ope-
rations connected with ress. It
also covers to a consi capital
investments needed f
Thus, state budgetary
investments and other
a minimum. In the
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From the theoretical
of managemen! uses
vers and feels all the
principle lies at the b
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tia} effect produced by revealing and using addi-

tional production TeSETVes in the first year of

rinciples—when just a

transferred to the new

ing system—was stri-

ncrement in product

000 million roubles.

00 million roubles and

addilional payments to the state budget, by

The average annual

ational income in the

riod (1966-1970) excee-

oint those in the prece-

d. This made possible a

33 per cent increase 1 per capita real income in

the 1966-1970 period as against 19 per cent in
1961-1965.

In the eighth five-year plan period, an appre-

ciable acceleration in the turnover of circulating

assels was achieved, which enabled their reduc-

tion by almost 4,000 mil As a result,
the profitability level of oduciion in
comparable prices increasea per cent in

1965 to 20.5 per cent in 1969.

The cffectiveness of measures to improve ma-
nagement is graphically illustrated, in particu-
lar, by the experience >f the Ministry of Ma-
chine-Tool and Instrument Making. During the
1969-1970 period alone, the Ministry released

12,000 employees from the manage-
tus and curtailed annual managerial
by 24.5 million roubles through

improving ial system. This involved
enlargeme tructural units, including
196 shop departments. A depart-
ment-free structure was introduced
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at one out of every four enierprises of this in-
dustry. The number of leading factory execu-

fives was also reduced.
The efficiency of the new pro
and management system is illus
perience of the “Electrosila” a
ningrad. In the 1966-1969 period, it increased

production and equipment made it possible over
the same period to cut down the costs of manu-
easuring instruments.
ed by 20-30 per cent,
increased by 100-150
per cent.

Great savings were effected by the organisa-
tion of associations in the oil-refining industry.
As a result of setting up the “Kuibyshevneft” as-
sociation, the managerial offices of seven oil-dril-
ling enterprises, eleven oil-fields and 51 oil-pro-
ducing and drilling sections were abolished. This
enabled the release of over 1,000 workers and a
saving of 1.3 million roubles in the annual la-
bour remuneration fund.

The introduction of automated systems of fac-
tory management, saving 20 to 60 kopecks and
more per rouble of annual spending, is particu-
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of the general (calcula-
systems is fairly stable,
and 600,000 roubles a
indicators of efficiency

are also favourable. o '
Within the framework of associations it be-

more advanced technology, better tools, and re-

9.7 million roubles from its economic develop-
ment fund in industrial construction and the

purchase of e in other
towns. Specia larly as-
sist peripher such as
the introduc ogy, the

scientific organisation of labour, etc. .
In connection with the question of increasing

The rates of increase in managerial stafls, hqw-
ever, are usually lower than 'thos‘e of production
personnel—particularly engineers and techni-
cians—in the industry as a whole.

Numercus facts can be adduced to illustra?e
the cfficiency of measures to improve economic
management, but one conclusion clearly sug-
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gests  itself. Under socialism, all the necessary
objective conditions exist for maintaining the
managerial system permanently at a high level
of economy and efficiency. The main road to
this goal is the improvement of the scientific
foundations of the managerial system on the ba-
sis of the latest achievements in production tech-
nology and organisation.

SUMMARY

The Soviet Union is successfully coping with
the fundamental problems involved in promo-
ting the socialist economy. As was reported at
the 24th Congress of the CPSU, the central task
of the ninth five-year plan (1971-1975) is to en-
sure a considerable rise in the material and cul-
tural standards of the people by ensuring high
rates of the development of material production,
its heighlened efficiency, scientific and technolo-
gical progress and accelerated growth of labour
productivity.

A further enhancement of the efficiency of so-
cial production in all the branches and spheres
of the national economy is the main direction of
Soviet cconomic development. Advancement of
economic management is the most important
aspect of economic policy today. The Commu-
nist Party of the Soviet Union has outlined the
task of organising still better the activity of So-
viet society so as to accelerate economic and so-
cial development and ensure the fullest possible
utilisation of all possibilities available for this,
to unite even more closely and lead forward
hundreds of thousands of collectives and scores
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of millions of working people to the attainment
of the main goals of economic policy.

The wider enlistment of the working people in
production management is one of the central
tasks in increasing the efficiency of the Soviet
economy. In his report to the 24th Congress of
the CPSU, L. I. Brezhnev said: “What we must
achieve is, as Lenin emphasised, that every
working person, every politically conscious
worker should feel he is not only the master in
his own factory but that he is also a representa-
tive of the country.” (24th Congress of the
CPSU, p. 84).

Improvement of the system of planning and
managing the national economy at present re-
quires a broad application of econometric me-
thods, and extensive use of electronic computers
and business machines. Owing to the advantages
of the socialist economic system, enabling direc-
tion of economic and social progress on a na-
tion-wide scale, the extensive use of computers
will make it possible to improve the scientific
validity and practical accuracy of pians, and to
find optimum selutions to major problems of the
national economy.

The construction of the material and techno-
logical basis for communism requires an all-out
eiffort to raise labour produciivity on the basis
of the latest achievements in science and techno-
logy. This can best be done by increasing the
material interest of individuals in boih the social
and personal results of their work.

The advancement of the Soviet sysiem of eco-
nomic management is based on the Lcninist
principle of democratic centralism. This prin-
ciple implies a combination of centralised man-
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world.

B. Ty6un

3POEKTUBHOCTD VYIIPABJIEHMS
COLIMANNCTHYECKUM MPOM3BOJACTBOM

HA QHeAULCKOM S3bLKE

Ilena 34 xon.






