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1. Determination of economic efficiency of planned
decisions adopted is a fundamental problem 5f planning
at the present stage of development., Data on economic ef-
ficiency provide possibilities of measuring ratios of ex-
penditures to results and selecting the most rational ways

of national economic development,

Significance of economic efficiency indicators increa-
ges particularly in conditions of scientific and technical
revolution. Technical progress influences all the aspects
of economic development and requires the achievement of
high efficiency indicators corresponding to the socliety’s
modern development, contributing to the achievement of
efficient external economic relations on the basis of high

quality and low cost-price of the produce,.

A comprehensive system of economic efficiency indicators
reflecting all the spheres of production activity has been
worked osut in the USSR.

The main principles laid down in the system of indicators
for determining the efficiency of enterprises® and organi-
sations’ economic activities are stemming from the require-
ments and the clauses of the 8ocialist reproduction and plan-

ning theory.



The system used in the USSR of economic efficiency
indicators of natianal production proceeds from the following
stands :

(a) all-sided characteristic of the development process;

(b) inter-coordination of indicators for all the levels
of planning, viz.: enterprise, sector, national economy,

(c) applicatian of consalidated efficiency indicators
and indicators of efficient use of separate kinds of produc-
tion resources.

The gereral system of national economic plan indicators
consists of indicators reflecting both intensive and exten-
sive praoduction factorse.

Referred to the extensive factors are the jnes contri-
buting to the production extensisn on account of increasing
a number of labourers, putting into osperation new enterprises
and heightening the consumption of material resources at the
modern level of using the fixed and circulating assets.

Referred to the intensive factors are the following
ones, viz.s application of more effective production means,
improvement 5f technology and usage of material, labour and
financial resources, viz. those which provide the growth
of social labour productivitye

Economic development of society is always followed by
simultaneous influence of those two factors. At the present
stage of the country’s development the intensive factors

have acquired decisive importance,
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Due to the fact that time saving is the most important
factor in economy development the productivity of labour is
considered to be the main indicator of efficiency; Here we
discuss expenditures and the results of labour in the sphere
of material production, Live labour is a productive one, We
proceed from the fact that the society is interested in
saving .the whole labour embodied in the produnt in both live
and materialized labour.

Out of three elements of production, viz;z manpower,
meéans and objects of labour, the rational use of manpower
(i.g. live labour) is the mpst important factor although
all these elements are inter-connectéd,

At present on account of growing labour productivity
the USSR provides 85-90% increase of the industrial produce,

The summary indicator of social labour efficiency on
the national ecenomy scale is determined on the basis of
national income which is the final result of developing all
the sectors of national economy,

At the level of national economy sectors this indicator
is a net product estimated as a difference value between the
commodity produce and materialoutlays, including depriciation
deductions.

Productivity of labour is approved for the Ministries
and enterprises as an indicator estimated on the basis of
gross output.

The system of social production economic efficiency
indicators used in the USSR includes sections reflecting

the efficiency of labour utilization, funds, material
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resourcgs, and a summary section,

Indicators characterising the pattern and the production
quality are specifically emphasized. Summary indicators for
the levels of the national economy and a Union Republic are
based on the national income, and for the industrial spheres,
agriculture, public transport, communication, construction,
as well as for separate enterprises and corporations they
are based on the net produce; for some other indicators =« on
the basis of gross outpute

The principal scheme of efficiency indicators, their
content and inter-relation could be seen from the follgwing

table g

System of Economic Efficiency

Indicators Formula for Estimating

1 2

1o Summary Indicators

1¢1. Per capita (N) national D,°N,
D where s
income (D) growth rates N0
l- index of planned period
for enterprises and sectors 0~ index of base period

Rates of production growth

Total 3
. Py
(a) net output (P) ——
(b) gross output (Pb) 5
of which 2 for sectors = Pl
= production growth is isolated PE

on account of operating enterprises
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1 2 66"
1¢2 Per capita (N) growth rate D{ ° Na Where :
of consumption fund resour- Ny e D{ D{ . Al + Bl

ces (DP)

Al.' consumption

fund
Bl = non-productive
_ accumulation

1¢3 Production of national income (B)

per 1 rouble of outlays (8)

(Analogically for sectors and D

enterprises — net output per one s

rouble of outlays)

i

1e4 Relative saving of 3 General Formulg

(a) fixed productiaﬁ assets E1 = R00K1 ; R,

(b) rated circulating assets o

(c) net material outlays in monetary terms

= relative saving of re-
sources in plan period

(without depreciation) R° & R1 - average annual vae

_ lue of resource
(d) wages and salaries fund

K1 « index of national income
growth (for enterprices
- and sectors-index of
gross output) as codpared
to base peaeriod
165 Total profitability ratio of
accunulations (H) (profit and 5
turnover tax) to average annual P +"#a
value of fixed production as-
sets (VP) and circulating as-~
sets (V2)
106 Production and distribution
costs (2) per one rouble. of Z



national product (Pt).

For enterprises estimated are

outlays per one rouble of commodity

output at total cost price.

2e Live labour utilization ef-
f%ciency

2.1 Labour productivity growth
rates for national economy and
republics are calculated-thro;éh
national income (D). For enter—
prices and sectors - through net
ahd gross output

2.2 Share of national income
increment on account of improve
‘ing labour productivity; for en=-
terprises and sectors it is esti=

mated by net and gross output

2.5 Saving of live labour in plan-
ned period (annual number of per-
sons employed) as compared to the
base year conditions.

5¢ Efficiency of using funds and
capital investments,

%1 Output-to~assets ratio (fund
output) = Production of national

income (D) per one rouble of ave-

7o

D,‘ ® ,Nom

Where:

N® -« number of people
employed in materi-
al production

. &N
Gdi=as=02400

kP

Where:

KN- rate of increase in the
number of employed

kP~ rate of growth of na=
tional income or net
output
according to formula

in item 1.4+

rage annual value of fixed production

assets (Vp)



For enterprises and sectors it is
estimated by production of net and
gross output per one rouble of ave=
rage annuall value of fixed produc:
tion assets. :

3«2 Circulating assets turnover.
Production of national income (D)
per one rouble ‘of average annual
value of rated circulating assets
).

‘For enterprises and sectgrs it is
estimated by net and gross output
per one rouble of average annual

value of rated circulating assets.
3.3 Ratio of annual national income

increment ( D) to capital invest-

ments that caused that increment (W)

For enﬁerprises and sectors it is

estimated by ratio of net and gross

output to capital investments.

3l §pecif1c capital investments (W)
(a) per unit of produc?ion capa=
city commissioned (X) (by main
types of product)

(b) per oge rouble of output
increment ( PB)

3.5 P#;rback ti%‘ of capital inveét-'-
ments - ratio of capital investe
ments (W) to the accumulation

increment ( H) received on account

8e’
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received on account of those

investments.
For enterprises and sectors = - W
profit increment ( HP) is used ;

inastead of total accumulation

value,

4,0 Material resources utilizétion

efficiency.

4.1 laterial outlays (M) (without M
depreciation) per one rouble P
of social product (PT).

For enterprises and sectors =

they are estimated per one rouble

of gross output.

50 Indicators of production pattern

and quality of proaducts®.

51 Share of products depending ok
on quality categories (PK) in _;Eﬂ-
the total volume of output (PB):

- first category I

= gecond category

= third category

Share of products manufactured ‘gf_
for the first time in the USSR (PI) P

* These indicators are considered in the science and techmology
development section of the plan



10¢

Besides the abova—mentiqned indicators by sectors
technical and economic indicators are used., They are spe-
cific for each sector, but in most cases they are calculated
according to the following patﬁernz amount of material re=
sources of different types and livé labour inputs per unit
0f output of a certain commodity or type of work; in other
cagses indicators show the degree of production capacity uti=-
lizati?n, equipmént productivity, etc;

4, The indicators given in the above table are fixed on
the basis of datd of relevant sections of the plan.

National income growth rates per capita are estimated
proceeding from the data of 'the plan section: "“Planned ba-
lance of national economy of the USSR and the Union Repub=
lics" in constant prices. Average annual population number
while estimating the indicator is taken from statistical data
and plan balance 0f manpower,

For determining an efficiency of using the resources
newly.involved'within the planned pericd an indicator of ra=-
tio is worked zut of natisnal income increment (or net pro--
duce) to the increment (separately for each type of resources)
of fixed production assets cost, rated circulating assets cost,
wages and salaries fund and material outlays for the sphere
of material prodﬁction; These indicators are compared with
relevant indicators of the base periode

The aggregate evaluation of efficiency is effected by
means 2f the indicator: of national income (or net produce)
pef one rouble of production costs taken into accougt ;n the
estimates of the production cost-price (indicator 1¢3)e

A very important indicator for evaluating effectiveness
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of plan decisions is an indicator of relative saving of all

typea of resources in monetary terms (1.4); Indicators of overw

all profitability (1.5) and costs of production and circue
lation per one rouble of national product (1.6) are finan;
clal indicators of economic efficiency;

oe Indicator of live labour productivity growth (2;1)
is determined on the basis of calculations of labour inputs
saving according to the number of employed. In this case a
unified (for all the sectors and enterprises) classification
of factors is used, that is:

raising technical level of production (especially
the impact of mechanization of production), improvement
in the organization of praduction, labour and management,
change in the volume and structure of production as well as
| shifts in the location of production. Special account is
taken of specific factors in individual sectors:

- changes in mining and geological conditions, contents of
minergla, methods of their extraction, influence of season
works., Technical measures providing the execution of tasks
on the labour productivity growth are worked out for each
factor.

For the last five-year period (1966-1970) the specificr
weight of these factors on all the industries reached accor— :
ding to the rated data as Xollows: increase of production teche
nical level - 51%, improvement of production and labour ar—
rangements - 29%, changing the production v?lume and struc—
ture - 17%, sectoral and other factors - 3%

To substantiate the plans of improving the productivity

of labour the estimates of assets-to-labour indicator are used



as wells This indicator is estimated as the ratin of average

annual coet of fixed production assete (VP) to one labourers

i

N&P
Wheres

&p = average annusl coat‘of fixed production asseta;

NP - number of laboureras

It is our str;ving to have the rates of productivity
growth somewhat higher than the rates onf labour fund avgi;;
abil;ty; However, in separate spheres, e.g. in agriculture,
temporgrily quite the reverse ratio might take placa;

6, Calculations of economic efficiency of capital investe
ments are made with a view to choosing most effective channel
for investments aa'soon as they have their bearing on overall
social production efficiency.

The most important summary indicator of capital inveatments
efficiency at the national economic level of planning is the :
production of national income per onme rouble of capital invegtu
ments (indicator 3¢3) as it characterizes total amount of re-
sources both for consumption and accumulation, To evaluate
capital investment efficiency by individual sectors besides
the fund return .(indicator 3.4) payback time (indicator 3e5)
as well as specific capital investments (3.4) are useds For ine
dustry as a whole payback time coefficient is determined to be
8 years.

In carrying out pre-plan estimates which require comparing
economic and technical variants of deciainns; calculations of
comparative efficiency are used. :

Indicator of comparative economic efficiency is the mini-
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mum of imputed osutlays. Imputed outlays for each variant are
the sum of current outlays (cost-price) and capital invegte
ments multiplied by efficiency standard, which.aa reverse to
the payback indicators

Ci + En ¢ Ki = min
wheres
Ki = éapital investments fpr each variant
Ci - current outlays (cost-price) for particular variant
En - staﬁ%}d coefficient of capital investment efficiency equal
to 0,12 for industry as a whole.

Standard coefficient of capital investment efficiency is a re-
verse indicator to the paybaék time coefficients

All these indicators will be considered while indicating
methodological base of planning the capital investmentse

?Q All the increasing importance in improving the produce
tion efficiency is attached to the saving of material outlays,
which share in the total value of spendings is continuosly
growing and in 1973 in reached in the sphere of industry -
75%e .

Therefore we are providing for in plans permanent low=-
ering of consuming the most important types of raw materials,
materials, fuel, electric power per production unit which is
secured through the execution of measures for each sector
of the national economy;

To characterize the usage of the most impr&tant resources
there are used physical, monetary apd mixeq indicators of
consuming the material spendings. E;g.: consumption of metgl
per 1 kw of turbine capacity, per 1 autombbile, Or consumps
tion of power per 1 rouble of a sectnrgs produce - thege are
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mixed indicators of the consumption, Monetary indicators
include: the indicator of production consumption of chemical
industry sector in roubles per 1 rouble of gross output of
congtruction materials sectors

These indicators are reflected in general form in the
maperial intensity indicator of production (indicator 4;1),
which reflects on the national economic level a volume of ma=
terial outlays per 1 rouble of the gross national product,
and for sectors = per 1 rouble of gross output accordingly.

So as to express properly the change dynamica-of the
material spendings level the indicator is estimated in cone
stant prices; I

B8e At present while characterising the efficiency much
attention is paid in the USSR to the production pattern and
qualitye : : '

This ia‘provided for by the populationfs growing requirew
ments, higher technical production level and the targets of
expanding the cbmmodity axports:

A system of certificates for high gquality of products
has been introduced: some high grade products are awarded
"High Quality Marﬁ"; economic incentives have been introduced
to stimulate output of such p:oduce;

Indicator 5.1 characterises the share of produce of vari-
ous quglity categories in the production total volume; :

9. Estimates of social production efficiency are deter=
mined in the following succession:

= Selection of alternatives 6f better use of running

enterprises resources .

-~ Selection of alternatives of new enterprises based on



comparison of various projects and aiternativea of
running enterprises development

- Formation of a comprehensive plan and evaluation of its

efficiency

e Acceptance of plan with due account to instructions of

directive bodies

While selecting the alternatives of development of runn-
4ng enterprises as well as new ones the above system of indi-
cators is used, materials of Ministries, agencies and local
bodies being applied thereto., It is obligatory to cﬁrry On COme
parisons of plan efficiency indicators with actual reported
ones, with achievemh@ms of the best home enterprisea;aa well
as foreign achiavemnﬁtas . :

If the planned indicators are worse than the actual reporte
ed ones, a special analysis of causes is made and arfangements
for elimination of such position are worked oute

10, The rated method is widely used for planning of
gsocial production efficiency in the USSR.

The rate is assumed to be a maximum permissible value of
specific consumption of material, labour and financial resources
in the conditions of planned year production: for manufacture
of products unite. _

The rated method facilitates to f£ix a progressive level
of spending the individual types of resources for the planned
period, the said level shall take into account the latest
achievemen£s of science and technology as well as the advanced
organization of production and labours

The rates are used in all sections of the national econo-

mic development plan as criteria at evaluation of achieved re-
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sults or as indicators to be achieved at determining the plan

level of expenditure.

Apart from the consumption rates of resources used are varie

ous norms that characterize continuity of production and con=

struction cycle, various financial payments, etce

Rates and norms may be represented in the following table:
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and circulating
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culating assets
only
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ons to new techs-
nology, social
insurance,etcs
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The rate is usually determined on the basis of bymfac;
tor estimaste with due account to changing the production struc;
ture and envisaged‘economizing VSe achieveé spendings or base
rates, While determining the economizing it is obligatory to
take into account the impact of technical progress. For the rates
to be used inthe perspective plans the estimate to be coordinated
with the efficiency indicators is usmually applied,.

The USSR Gosplan sets a target on reducing the consump;
tion rates of material resources based on estimated by~factor
economizings' |

The methods of estimating the targets on economizing of
material resources are laid down in the lecture on material baw
lances, _

The rates for estimates on theintional economic level are

aggregated as followss

Na = Y121 + NoPo 4 |, NiPj - E
lesil

i P

k=1

wheres
Nq, Né voe Ni - consumption rate in a base year

P P2 eee P = volume of products output to be equal to the

g rate in a planned year

E - economizing of aggregated kind of material
resources to be achieved in production in a

planned year

BT volume of products output for which the given
kind of material resource is used.

1%
The rates of enterprises are aggregated on all the top
levels of planning. The Ministries aggregate the norms for a

number of enterprises subordimated thereto, The USSR Gosplan
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uses in estimates mainly the aggregated norme worked out by
the Ministries, agencies and scientific and research orga-
nizationse

The individusl rates are also used in the Gosplan with
respect to the most importamt items of the plane. For instance,
consumption rates of metals with respect to individual types
of mach}nery and equipment of mass productione

1ﬂ: The scientific and technical progress is the most ime
portant factor at fixing the progressive rates and improving
efficiency.

The planning of scientific and technological development
is a special section of natioﬁal economic plane, This section
includes preparation of scientific and research work plan,
mastering of new finished articles, their first industrial
series, plan of introduction of advanced technology, mechani=
zation and automation of production processea,‘introduction
of computers, purchases and sales of licences .

To solve large scientific and technical problems being
of great national economic importance the comprehensive (come
prlex) programs are made oute ;

The plan of scientific and technical development is worked
out by the Ministries and agencies with scientific and research
organizations being involved under the guidance of the State
Committee for Science and Technology, the USSR State Const-
ruction Committee (Gosstroy) and the USSR Gosplane

Efficiency of measures envisaged in this section of the
plan is estimated as economizing of manpower - by numper of
persons employed, economizing of production costs and econo=

mizing of investments in monetary termse
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Economizing of material resources due to introduction of
advanced technology, mechanization and automation is taken
into account at elaboration of plan target on reducing the
consumption rates of major raw materials and matarials.

Economizing due to introduction of scientific and techp

nological achievements ig also taken into account in the gece
tion of cost price and profit.

12, The planning of efficiency indicators growth of

soclal develppment is carried on by directive targets.

At the same time the methods of economic incentives and vari-

ous forms of moral encourangement are useds The indicators

of economic efficiency are pafticularly taken into account at
socialist emulation, system of awards to persons employed, etcf
The new improtant form of enterprises work on increasing pro-
duction efficiency is a system of so-cglled oncoming plans

of enterprises that envisage higher nad more effective indi-
cators for the state plan targets The economic incentives

are applied to two direficions: creation of more favourable
conditions for practical develppment and introduction of the mogt
effective measures and material encouragement of persons employodﬁ

The economic incentives of sectors effective development

in the socialist DPlanning practice are achieved by :

- s8ystem of prices to be fixed subject to theif consumer
characteristics that make up for ipcreased expenditure
on output of high=-quality products. Thus, the products
that are given a Mark of Quality receive an additional
extra charge on the price vs, ordinary finished argicle;

= use of investments first and foremost for arranging the

production of new progressive economical articles and



f

intbducing the advanced technology, medﬁhizing and au;
tomizing the production processesg

- top-priority implementation of projects having the

highest economic indicatorsg

- use of financial resources left at the disposal of a

sector and enterprise (fund of new technology mastering,
fund of production development and other sources o0f none
centralized use), first and foremogt the most effective

measures,

The material incentive of production efficiency increase
has taken various shapes particularly in the course Df_econo—
mic reforme The socialist planning practice has shown that
the material incentive system shall be realized subject to
the obtained result; The basic kind of material incentive is
wages by production, particular importance is attached in
the USSR to perfection of the said system of wages;

Additional pay and honuses are provided from economized
(saved) resources and encouragemant funds to be left at the
dispoaal of enterprisese

The most significant kinds of encouragement are as follows:

Pay from the encouragement fundss .

- from the fund of enterprise maﬁerial incentives -~ for the

results of work within one month, quarter, for economi-
zing of material resources, for elaboration and intro-

duction of effective measures, according to the results
of work per yearg

= from the fund of new technology mastering - for elabora—

tion and introduction of new technology, machinery,me=-

chanization and automation of production processes



21

stipulated by the plang

-~ bonuses according to the results of socialist emulation
from the funds of higher organization;

There are some kinds of bonuses that stimulate specific

goals on efficiency increaset |

- economizing of fuel aﬁd electric power;

= collection of metal scraps and paper wastes over and above
the plang

- commissioning of production capacities and their masterw
ing ahead of schedulej;

- inventions, rationalization proposals, transfér of ex-—
perience on effective work from one énterprise to ano-
ther;

- combination and simultaneous performance by one worker
of two or three specialitles, etc;

The general requirement for all kinds of material incen-
tives that are fixed at the enterprises by the administration
upon an agreement with the trade union organizationin the obw
ligatory implementation of the plan and achievement of results
better than envisaged in the plany

The scale of material incentives is determined as followss

Firast and forgmost determined are a purpose of incentivesi‘
to be provided, object (kind of material resource subject to
economizing and producﬁion process) then a nimber of persons
and a fund of wéges to be received by them prior to introduc-
tion of_incentivgs systems

Later on, a desirable result is determined, this result
shall be obtained from technical or productiion and financial

side, specific scale of its implementation and economlzing
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'shall be also received; _
Thep, the scale of incentives for achievement of effect
is fixed‘keeping in mind to direct the main portion of received
effect to incentivess Prior to introduction of incentives system
‘the economic experiment is carried on, the elaborated system
“9¢ "dncentives is temporary introduced at the said experiment}
“Subject to the obtained results in the cond‘éiox;a of incentives
the required amendments are introduced and the incentives sys=
‘tem covers the whole ‘range of persons employed. ;
134 The meetings hold with the- cb‘%terparta of the Ministry
‘of planning point out that while using the 1ndicators.ofueconomio
efficienoy in the ARE it is necessary to take into account pacu—
liaritias of the present stage of the country®s developments
Subject to the content of indicators some of them DAY, in ;
our opinion, be widely applied in the nearest time (e;-gé target
on labour productivity growth, estimates of‘apecific investments
and othe; require certain prepﬁratory workid
~To our mind the following peculiarities shall be reflected
in.thg ARE system of economic efficiency indicatorss:
- efficiency of resources in particular relatedfto the uge
of foreign credits as well as the use of products received
through imports and products to be exported.

With due account to the above it would be worthwhile to
include the external trade balance into a number of indicat-

ors of efficiency for sectorss:

-~ draw gpecial attention to tﬁe‘indicator of the production
technical level and éuality ag.a basis of the ARE products
conpesitive power in the world marketss

« taking igte account the shortage of ékilled personnél to ®m
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particularly isolate and show the efficiency of using
skilled labour, engineering and technicians;

- ¥t will be required to egtimate spacifically data of the
Public Bector enterprises in the systenm efficleficy indi-
catorss

= As to the private sector it will be necessary to define
its participation in the total development of economy
through the implementation of capital investments, pay-
ment of taxes, etcs

Important conditions of plamning the indicators of economic

efficiency in the ARE are as followas: creation of enlarged norms,

inclusion of section for develapment.and introduction of new equip
ment into the plan composition and the economic effect obtained ;
as a result of its introduction particularly at the operating en-—

terprisess |

To apply the efficiency indicators of the fixed assets it

is necessary to carry out a slmultaneous list of the fixed assets

with their recalculation into unified modern pricess



