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Introduqtion

This memorandum is a continuation of the previous memorandum

wilch dealt with the theoretical principles of the balance of the natio=-

nal economy,

The balance of production and utilization of social product is
the basic balance within the framework of the balance of the national eco=-
nony. The fundamental, key position of this balance follows from the fact
tha?t the balance of social product comprises the material side of repro-
duction and the main spheres of reproduction = production, consumption and
accumulation, This balance is typical for the system of national balances
used in socialist countries, Similar balances are not used within the
franework of national accounts in market economies. The reason lies in
fact that in socialist countries the economic development is directed by
taoe comprehensive, over-all state development plan, which includes both
the production and utilization of social product. Therefore the possibi-
lity exists to construct and analyse the balance of production and utili=-
zatilon of social product in statistical, orientation and planned forms.
The balance of production and utilization of social product represents
also the basis for construction the interbranches balances (input-cutput

tables),

From above mentioned reasons the memorandum may be interesting

for a reader.



I, CONSTRUCTION OF THE BALANGE OF FRODUCTION ANR UTILIZATION OF SOCIAL
PRCDUCT

1. Meaning and Scheme cf the Balsnes af Predugh’

of Social Producs.
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state development plan and to verify if the state development plan as a

whole is balanced and harmonized,

in an orientetion, preliminary form the balance of social prow

duct is a tool for forecasting the future develcpment of main economic ag-

gregates, such 2z social product, national income, consumption and accu-

Scheme of the balance of production and utilization of social product

PRODUCTION: UTILIZATION:
L. Production of social product I. Productive consumption
e Indusiry i l. Industry
2. Agriculture 2., Agriculture
3+ Forastry 3« Forestry
L, Construction 4, Constructioa

Transportation and communication 5, Transportation and communication
6. Maierial technical supplies 6.Material technical supplies
trade 7. Domestic %Lrade

¢
J¢ Purchase of agricultural £roducj 8+ Purchase of agriculitural produce

ion : Hion
9. Foreign irade 9. Foreign trade
10, Other branches 10, Other hranches

II, Impoxrt

RESOURCES TOTAL

IT. Final consumption

[
4
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1) Personal consumpiion

aJ Retail sales for population
b) sales on agriculiural market

c) non-monetary farmer's con-
sumption of their cwn p
tion

d) other personal consumption
(water, gas, electiricity)

2) Ceoilective consumption

a) Material cpusumption in
non~produciive 5ervices

b) material consumption in the
other ncn-productive crga-—
nizations,




UTILIZATION:

25 Dapreciation of non-productive
fized assels

TI1. Accumulation

Jgibions to fixed assets {both
i productive and won-productive

. i o . e S A
1
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sphere )

-

2) changes in stocks

IV. heserves

V. Bxpors:

2, Definiiion of Main Ag

a) Social Product.

In preceding memerandun. ws have defined social product as an

commodities, which were pro-

aggregate which includes all tae wbil
duced in the productive sphers oI Ln8 rnasional economy during one year.

For purposes of pracilical nenzurement of social product the
above-mentioned definition is lusull.lisid. In ciatistics and planning

we must solve two problems before m:iasuring the social product:
1) We must determine the branches of a productive sphere wnere
social product is produad.
2) We must define the methods of salculation (measurement) of

social product in individual tranches of a productive sphere

Ad 1) The problems of determining the branches of a productive sphere we
have discussed in second lecturs. For repetision we can say, that the

border line between a productivée.and norn-productive sphere in the natio-
nal economy is in many Cases (espesially as far as services is concerned)

the matter of statistical conve

Conception of social produch in socialist countries is based

on principle, that social product is created:



a) in the branches which produce social product in physical sensge
(commodity branches)
b) in the branches which don't produce social product in material

form, but add = value to commodities which were created in com-

modity branches (productive services)

Ad 2) Methods of measurement of social product.

Generally these methods of measurement of social product are

used in Czechoslovakia: .

a) Enterprise method (in industry and construction)
b) Method of gress turnover (in agriculture and forestry)

¢) Method of value-added (in other branches)

Enterprise method.

This method is used for calculation the value of social preoduct
in industry and construction, According to this method only such a vaiue
of producvion which is leaving the enterprise and enters in economic Surin=-

over of country is included in social product. The value of production

which circulates only inside the enterprise (for example among differant
establishments or workshops of this enterprise) and don't leave the bor-
der of enterprise (is rot sold, realized), such a value is not included

social product.

The value of production calculated according to the,enterprise
method" is called ,gross value of industrial production" or a gross produc-

AL

tion of enterprises,

Gross production includes:

a) production for final consumption (both personal and collective)
b) production for accumulation (in the case of production of capital
goods the exception is made from enterprise method and the capital

goods are included in gross production also in the case when Gthey

)

e delivered for own investment and general repairs in enterprise)



c¢) intermediate products (raw materials, fuel, energy, semifinished pro-
ducts) - but ‘only in the case that intermediate products will be deli-

vered to_other'enﬁerprises and will not circulate inside the same enter—

prise.

As we can see the problem of calculating the gross productionlies
in inclusion .of jintermediate products. The border line is obviously a mat-
ter of convenience. As we shall see later, the enterprise method is insuf-
ficient for construction of interbranches balances (input-output tables).
1f we want to apply commodity - to =~ commodity conception of interbranches
balances and if we want to reflect also interbranches relationships inside
the. enterprise we must change the enterprise method and replace it by so

called branchrmethod of calculation of gross production.

Method of gross turnover.

In agriculture is a different situation from that in industry.
A great part of agricultural production is not sold, monetized and is absor=-
bed,inéide the agricuitural enterprises. This production has non-money
charactef. For example seed for sowing, fodder for livestock, farmer's
consumption of thelr own production. What %o do with this production? To
include or not in social produchi? We think . that this non-monetary produc-
tion must be in present conditions ineluded in social product, because of
,diffefeﬁtzdivisioh ofllabour in agriculture in cdmparison with industry.
Specialization and cooperation in agriculture is on lower level than in
industry and has a different character. Therefore we use s0O called ,me-
thod of gross turnover" in agriculture and forestrye. According to this
method all the.utilities (agricultural prcducts) are included in gross
p:qducﬁidh‘whi¢hgﬁere produced in sgriculture (including non-monetary
production). TIf we used the enterprise method how in industry, the
value of agriéult‘ural production would be very low in comparison with in-
dustry. Some difficulties arise, as we shall see later, in evaluation of
this non-peculiary product ion.



Method of added value,

This method of computation of social product is used in such
branches of productive sphere of the national economy, where social pro=-
duct is not created in physical sense (material form) and where a value
is only added to commodities created in commodity branches., These so-
called ,productive services" ensure the circulation of goods in national

economy. Circulation of the consumer goods is provided by ,domestic trade
circulation of the means of production by ,material technical gypplies .
circulation of agricultural production by ,purchase of agricultural pro-
ducts" and circulation with the rest of world by ,foreign trade"., To

those branches are affiliated itransportation and communications,

The added value in productive services is given by the disc
pancy between the sale and purchase‘prices. For example gross production
in domestic trade is given by a margin of trade - it is the difference
between the retailfprices and wholesale prices (plus turnover tax), The
gross production ol transportation and communication is given by the ear~

nings of these branches,

b, Productive Consumption (Material Costs of Production)

Productive consumption is represented by the value of raw

materials, fuel, energy, simifinished products and other inputs which

wére absorbed in productive branches of the national economy in the pro-
cess of production or circulation. Besides consumption of intermediate
products the depreciation (consumption of capital goods) is also inclu-

ied in productive consumpiion,

Productive consumption so includes:
P

a) consumption of intermediate products

b) consumption of capital goods

Definition and measurement of productive consumption is very
important, as we shall see later, for calculation of national income, be-
cause the measurement of naiional income in Czechoslovakia is first of
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all based on the dindicators. of produchion fJufpuT‘ and proda ctive con-

sumption (material inpizs).:.4nu d fie ence na ween The no 1 output (gross

I

production) and_material.Lng uEs _(p“ duﬂt;ba coqsumptlon, equals to the net

production (national incomej.. .. |
Schematically:
S=c=X Seese secial product

Ceoss productive consumption

Yueeo national income

This method of measurement of na .:q.a ingome is called the production me-

thod, because national inccme "q me 3 r:red hn the sphere of production as

L]

the sum of net producticns of all } ruau tive branches. .

¢) Final Consumption.

Final consumption is peprasented by the consumption of consumer
goods both by households ‘private consumption Y or by non-productive orga-
nizations in the national economy {sellective consumption), Final cocnsump-
tion is form of utilizatior ¢i national lacoms, The .criterion for differen-~
tiation of personal and collective sons mpfion 1s the financial source of
payments., If the final consumpﬁion is paid by populaticn {(from their final

incomeg) it is the personag Gonsump’ivte If is pald by government (from

the incomes of society) we speak abaut zellsctive consumption,

Collective consumption we-divide into the twe subgroups:

a) material Conﬁumpticn in 1h2 services which help o increase the
living standard of p0pu¢a+1ch ‘hOuSLHEg municipal services, personal trans-

port and commun1va+1on, health qer*i;es, education, culture)

b) material consumpticn Jn_the organizations which ensure some func-
tions of state (defence, administration, banks and insurance companies,

o

police, scientific and reseach Lrb41173t"c3r'n

Such a differentiation is unecessary for measurement of raising
of living standard, because the level of living standard is given first of

all by the size and structure of personal consumption and the magnitude



and composition of material consumption in the services which help to
increase the living standard, besides the other components (leisure, leave,
social ensurance etc.), Material consumption in the organizations which

ensure the functions of state is not a component of living standard,

d) Accumulation

Accumulatiop is the second great fund of utilization of national
income (besides final consumption). Accumulation is represented by such
zoods, which were not consumed (both in productive conéumption or in Einal
consumption) in a given period of time, but was accumulated., In accumula-
tion enter both the means of production (increase in productive fixed assets,
changes in stocks pf intermediate products) and the consumer goods (increase

in non-productive fixed assets, changes in stocks of consumer goods),

On the size, siructure and quality of accumulated goods (especially
on the increase in productive fixed assets) depends the future economic de-

velopment of country, its rate of growth,

Sometimes it is very difficult to draw the border line betwsen con-
sumption and accumulation, between consumed and accumulated goods. This re=
gards mainly the durable consumer goods = as refrigerators, cars, television
sets, household facilities etc, It is obvious +that they are consumed grea-
dually in the period longér one year. If we want to be accurate, we must
calculate also the depreciation of durable consumer goods and only this

anount include in final consumption and the rest of prices of durables
include in accumulation, From the practical diffigulties in reckoning

he depreciation of durable consumer goods we include them all in final
consumption in the moment of their realization (when they are sold to popu=
lation or to non-productive organizations). If : they are sold to produc-
tive organizations for productive purposes they are included in accumula-
tion., The tendency is towards admitting more and more durable goods into

the category of fixed assets.



Final consumption and accumulation represent two basic funds of

utilization of national income., When we calculate the national income in

the sphere of its utilization, we .speak about an utilization method of mea-
surement of national income, : '

3, Mutual Relatlonsh;ps between Th° Productlon of the Means of Productlon
and Consumer Goods on one_Side and the Fundq of Utlllzatlon of Social

Product on the Other Slde.

: For the purposés of analysis and planning it is necessary to see
important interrelationships beﬁﬂgéﬂAtﬁe'pro&uition and utilization of so-
cial product. On one hand the magnitude andicahposition of production di=
rectly predetermines the magnitude éﬁd fumpcéition of utilization of social
product (when we abstract from foreign tradéf.' On the other hand the utili-
zation of social product (iﬁ parficilar'fhe Size and structure of accumula-
tion) predetermlnes the future size and s$ructure of production. In planning
these connections must be fully rpuueh!ed When we shall discuss the prob-

lems of interbranches batances \1npm,—outp4ﬂ tables), the interdependencies

will be clearer.

For better underbbandﬂnp of those intern“elationships we can

show in the Iorm of scheme, how thz prudgﬂtxvu of social product and. its

subdivision on the means of prod;wflon and consumer goods determines the
structure of utlllzatlon of 500131 p"oduc : We'shall abstract from foreign
trade, “
PRODUCTION UTILIZATION
MEANS OF PRO- ! G ”"PRODUCTI%?OCONSUME-
DUCTION | 2
Y |
. T
ACCUMULATION AND -
CONSUMER - ; i 1 RESERVES 30
GOODS i ; : ‘ :
| - ="' . .| FINAL CONSUMPTION
, = - (PERSONAL- AND
in? { : “{—— “COLLECTIVE)
50 ] . 70
- £ R e ]
TOTAL PRODUCTION = 160 e TOTAL UTILIZATION =160



The value of social product in our scheme equals to 160 units.,
From it 80 units is the value of the means of production (intermediate
products and capital goods) a 80 units is the value of the consumer goods.
This structure of social -product directly determines the structure of uti-
lization of social product, because the means of production can- be used
only in productive consumption or in accumulation (here again exist inter-
dependencies between the production of the means of production and its sub-
division on the intermediate products and capital goods and productive
consumption and accwnulation on the other hand - the size of accumulation is
determined first of all by the size of production of capital goods and by
the depreciation), In our schematical example from 80 units of means of
production 60 units is absorbed in productive consumption and 20 units
enter in accumulation as additions to productive fixed assets and incy:. -
ments in stocks of intermediate prqducts. From 80 units of consumer goods
70 units is consumed in final consumption and 10 units is accumulated as
the additions to non-productive fixed assets and as the increments in stocks

of consumer Bgoodse .

Our picture of ﬁrbduction and utilization of social product will
nevertheless changed by foreign trade., Therefore is necessary to observe
=150 the influence of foreign trade on production and utilization of social

product.

4, Foreign Trade in the Baignca of Production and Utilization of Social

Product.

Foreign trade can be included in the balance of social product
in different ways. The simplified way is such one. that the value of
imported goods is on the left side of the balance and répresentsfa SOUrce,
The total sum of resources of social product is given by the value of do=-
nestic social product plus the value of the import..On the right side of
the balance (utilizétion) we can't recognize whether the production is
from domestic production-or from import (especially in the case of compe-
titive import). Wé only know that the value of social product which is
determined to utilization iusiderbﬁe country, eguals to the value 'of do-
mestic social product plus import minus export. We can write this iden-

bitys
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- E St.... uzed social product
SU.... produced social product
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Foreign trade thus changes the gize and strucsure of used sc-
cial product in comparison with the size and structure of produced social
product in the country. In the :ase t%hat the balance of foreign trade
is positive (it means that the va.ue of export is greaier, excesses the
value of import), the value of used social product is smaller than the
value of produced social produch and on contrary, when we reach the nega-
tive foreign trade balance (the value of impcri excesses the value of im-
port), the value of used sceial preduced is greater than the value of pro=-
duced social product. From the puint cf view of used social product it

looks better when we reach negative foreign trade balance, But we must

always confroat the balance of forelzn irade with the balance of foreign
payments. For the latier we can unly reconmend that in a long-term run

it must be balznced,

ta

5., Methods of Measurement of the Agprecaies in the Balance of Production
ai

and Utilization of Swcial Produci.

We shall try tc show now in debail the technique of working out
the balance of social product., Tie methodology of drafiing the balance
must be consisted as for the statistical balance as for the planned balarce.
Differences are only in the scurcas of information, but the technique of

elaboration is the same,

We shall begin with the n of the value of gross pro-
f

duction according to the individual branches of the national econonmy

(its productive spherel,

Indusiry.
As we have already known, the gross production in industry ig
reckoned by sc called enterprise method. The bagic statistical unit is
enterprise. By summarizing the gress productions of individual enter-

rises we obtain the gross productiion of whole industry.
(=] i .
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In statistical and planning practice in Czechoslovakia we use

three main indices of the value of production in industry:

1) The value of sales.

This value is given by the amount and prices of goods which were

really saled to other enterprises or to trade organizations.

2) The value of commodity production (or market-production)

This value is given by the value of sales plus or minus the chan-
ges in stocks of finished goods. The value of commodity production exXpres=-
ses the value of production which was produced in enterprise during the
given period and which is determined for sale irrespective if this produc-—
tion was saled or not in this period. The value of sales (first indice)
comprises not only the value of commodities which were produced in ent
prise during the period, bhut alsc the value of commodities which were in
stocks., In the case, that the value of stocks was increased, the value
of sales was smaller than the value of commodity production because of inc--

rease of stocks and on the contrary, We can write this equation:

Value of sales = value of commodity production

+ : T
changes in stocks of finished goods
The value of commodity production includes also the value of products and

services intended for own investment and capital-repairs.
T D

3) The value ef gross production

T ... L P 3 o ' - . 5
This value differs from the value of commodity production by the
value of changes in work in progress and by the value of changes of stocks

of infermediate products which were produced in enterprise.

Valuation of industrial productione.

For informafiion i% is necessary to sketch the structure of price.

The basic components of price are as follows:

COSTS OF PRORUCTICHN IPROFIT

TURNOVER TAX I TRALE l

MARGINS

—————

i
WHOLESALE PRICE

o

RETAIL PRICE
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The valuation of industrial production-is‘°made in wholesale
prices, which corresponded to the factor costs-term- used .in construction

of national accounts in capitalist étate;._

When we calculate the gross production of industry for purpo-
sas of the balance of social product we ‘have to é&d fd'ihe_gross produc-
tion in wholesale prices the value of turnover faxlbééauée-of balancing
the production with utilization. { s

.~ . The utilization of industrial production (espe-
cially pérsonal consumption) is calculated, as we 'shall see later, in
retail prices (including turnover tax)s  IE we work out the balance
of social product, the same prices must be used on both éides of the

balance,

In connection with valuation of production one remark is ne-
cessary : all the indices of production of social product according to
individual branches of the natione~l economy reflect the value of pro-
duction which was realized by individual branchess; It is the realized
value, not created one. The main cause why the indices of statistics
and planning don't show the created value, lies in fact, that the prices
of goods don't correspond to the theoretical value which is given by
the amount of socially neéessary labour.,The prices deviate from values.

The prices are a tool of redistribution of national income.

The value of gross production is calculated both in current

and constant prices.

Agriculture.

Measurement of gross production in agriculture is complicated

by two reasons:

3 : . . ALY
a) Existence of different sectors (state ownership, co-operative
ownership and private ownership). Due to these different sectors the
sources of information are also different. In private ownership we

must rely on sample surveys.
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b) Existence of non-monetary form of production, This non-monetary

production serves for:

- productive consumption (foddem's seed)

- private consumption

z !

,As ve have‘said before, in agriculture due to different division of
iabour,‘different;cooperation between enterprises, we must use a different
method of reckoniﬁg of gross production, This method is called the method
of gross turnover (of fotal produqtiqn) and according to this method the
non-monetary production is also included, This fact is important in deve-~
loping countries where the share of agricultural production in social product
is relatively high and also the share of non-monetary production in gross

agricultural production may be highe

The calculation of gross production in agriculture is based on so
o

;alled the balance of agricultural production,

The scheme of this balance looks as follows:
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Individual agricultural products included in the balance are
given by the classification of agricultural production which is used in
the couniry, A breakdown according to the different sectors (state owner-

ship, cooperative ownership and private ownership) is also made,

Valuation of agricultural production represent a difficult prob-
lem because of non-market production, Usually the market production is
valuated in actual prices of sales and the non-market production is valua-
ted in average prices of market production weigthed by the amounts of dif-

ferent components of market production,

'\
(

The gross produCulon in agriculture is calculated similarly as

in industry both in current and constant pricess,

Constructigg.

The value of gross production in construction is given by the
amount of building works done in a given period in this branch of the na-
tional economys The calculating of gross production in construction is
complicated by th; fact, that building works are done not only in building
organizations, but also in industrial or agricultural enterprises and alss
by. population as a selfbuilding (for example building of houses in countr y-
side). 1In these cases we must oftenly use the qualified estimations. When
we reckon the gross production in construction (especially in plamning) we

simultaneously draft the balance of building production which links up the

~value of building production with the value of investment and ensures thus

the consistency of production of capital goods (in construction and machiner

with their utilization in investment, repairs and maintenance.This balance

includes of course imported capital goods,
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The scheme of the balance of building production is following:

(P%%%%g%%%%) Machinery I Building
Production _Production
s |
I I
UTILIZATION =
(in state plan)| Investment Capital Mot benanEe
Repairs :
| . I
| =
The Value of Simple and Expanded l :
Reproduction of Basic Funds |
| I | |
| I I I
l Depreciation | |
: I
| I I I
| I | I
G the.balance Productive con- Accumulation Prodgcﬁlve
of social pr L metien or Final
.. duct) P Consumpt ion

The scheme shows important relationships between production of
capital goods (machinery and construction) on one side and the size of
investment, repairs and maintenance on the other side. The balance between
those two sides must be kept. In the volume of machinery and building
production is also included the machinery production from abroad (import).
The scheme shows later the relationships between the size of investment
and capital-repairs on one side and the size of accumulation of fixed
assets on the other side. Accumulation is given by an excess of invesi-
ment and capital-repairs over the depreciation which express the consump-

tion of capital goods.

Transportation and communication,

The value of gross production in these branches of the national.eco=

nomy is calculated:as the receipts for sale'of services!.of railway trancport.
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road transport, air transport, river and sea tran5port. Similarly in com=-

wnicationg (post, radio, telev151on)

Eranches of circulation of production

rade, material-~technical supplies, purchase of agricultural products)

The value of gross production in these branches is given by the
trade marging (a difference between the sale prices and purchase prices, or

tetween the consumer's prices and producer's prices).

Precductive consumption

Industry

When we measure the value of productive consumption in industry, ve
cet oulh from calculations of costs of prcduction, The costs of pfoducfinr
re calculated in all the industrial enterprises in accountancy and statis-
cs (for purposes of statistical balance of the national economy) or in fi-

nancial plans (for purposes of planned balance of the national economy),

(osts of production are lelded into these main groups according to

so callied economic division of cosus ;
i

o} consumption of 1ntormed1ate products (raw maternals, fuel, energy,

semifinished products)

b) consumption of capital goods (depreciation)
¢) consumption of labour-for"es (wages, salaries, premiums)
P 9 1% .
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consumpt ion-of product_ve services (transportaion, communications)

The items a), b) and d) represent productive consumption or so

Le
(1)}
¢

~ed material gosts of productione

In connection with calculating the value of productiive consumption
it ilg necessary to stress that we have fto use the same method in reckoning
the material costs of production as we used in. calculating the value of gross
production. In the case of industry it concretely means +hat we must use the
.enterprise method" with reductions of such production which is ?roduced and
lso consumed inside the enterprise. Productive consumption (material costs
of production) in industry comprises besides the depreciation only such con-
suned intermediate products and services which yere bought from 5ther enter—

prises (inside-enterprise turnover of goods is excluded),



Agriculture
Calculation of productive consumption in agriculture is compli-
cated by the two reasons:
a) lack of information (in particular in the private ownership,
where sample surveys and quesses.must be made )
b) different method of measurement of grosé production in contra-

distinction to industry (method qf gross turnover)

productive consumption (material costs of production) in agri-
culture comprises these three main groups of costs:

a) purchased material costs, such as fertilizers, purchased fodders
and seeds, building materials, 0oil, electricity etc. These costs
have money character.

b) non-monetary productive consumpiion of its own agricultural pro-
duction. This item includes the production which was produced

in agricultural enterprise in order to be productively consumed ine

side this enterprise, such as fodders, seeds.

¢) Depreciation of building and equipment in agriculture.

Other branches

In other branches of the productive sphere of the national eco-
nomy we reckon the productive consumption similarly as in industry, by di=-

viding the total emount of costs of production upon two groups.

a) material costs of production

b) -non-material costs of production

Note: The value of productive consumption expresses the mutual relation=

ships, interdependencies between the different enterprises, branches or
commodities in the framéwork of productive sphere of the national economy.
These interdependencies are very complicateds Their description is neces—
sary for understanding of dynamic economic'life in society. Observation,
description and analysis of the transactions hetween the various produc-

tive branches is névertheless not the subject of the balance of production
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and utilization of social product, Measurement and analysis of the
transactions and consequently of the ‘interdependencies of the different
branches of production; that is the chief purpose of the interbranches
balances (input-output tables), “The balance of production and utiliza-
tion of social product must be'linked up with the system of interbran-
ches balances The total sum of productive consumption (minus'deprecia-
tion) in the balance of production and utilization of social product
must correspondent to the value of productive consumption which repre-
sents the content of square matrix (l. quadrant) in the interbranchss

balance,

The productive consumption and the social product contain
many duplications, The number and amount of duplications depend on
the method which we choose for calculating the gross production and
social product. The number and amount of these duplications will be
another if we choose:

- the method of gross turnover (of total production without
reductions)

-~  the establishment method

~  the énterprise method

-  the branch method

The choice of suitable method can't be arbitrary, It depends
on many factors, és the level of economic development of country, come~
plexity of mutual interdependencies in the national economy, organiza-
tional structure, available statistical data etc. Therefore is not pos-
sible recommend methodology of one country to another, especially when
the economic structure considerably differs. Nevertheless the choice
of suitable method for calculating the productive consumption and inter-
industry relationships is very important in working out the methodology
of interbranches balances,pifferent methods show in different ways the
picture of the national economy and the flows of goods and services which

link all the branches together.



The objection can arise in connection with measurement of social
product, Why is necessary to reckon social product which includes many
duplications? The necessity of calculating soecial product has these main

. reasonss:

1) the necessity of planned economy %0 verify whether the whole
production in the national economy is consistent with its utili-
zation

2) the necessity of constructing the interbranches balances

3) the necessity of reckoning the nat}onal income by the production
method (social product minus productive consumption equals to na-

tional income)

Social product is thus the indice which serves-first\bf all to the purposes
of balancing of the national economy and not for expressing the rate of
growth of the national economy, For ‘these .: purposes is necessary to use

the national income,

Personal consumption

a) Retail sales for personal consumption,

Retail sales for personal consumptiO#»fépresent the great item in
personal consumption, Retail sales express the amoﬁnt of goods which was sold to
population or some ;other organizations for retail prices. When we want
to obtain retail sales for personal consumption we must substract from the
total value of retail sales the purchases of public sector (enterprises,
cooperatives, non-productive institutions) and also the purchase of popula=

tion for productive purposes (this refers especially to farmers).

b) Non-money personal consumption.

This item comprises the farmer's consumption of their own produc-
~ion and is obtained from the balance of agricultural production (see the

measurement of gross production in agriculture) .
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¢c) Sgles on cooperative markets

The sales on cooperative markets arc realized by agricultural
cooperatives or farmers and the value of these sales for personal consump

tion is obfained from the balance of agricultural production,

d) Other personal consumption (consumption of gas, water, electricity),

As far as items a) and d) (retail sales for personal consumptio;
and other personal cohsumption)are concerned, relatively accurate statist
cal data are available, In the cases of non-monetary personal consumpiio

and sales on cooperative markets, the sample surveys are necessary.

Collective consumption

a) Material consumption in the services which help to increase the living

standard of population (housing, municipal services, personal transpor:

and communications, health services, education, culture) is surveyed and
placned by local authorities which at a great part manage this non=produc-

%1lve sphere of the national economy,

b) Material consumption in the organizations which ensure some functions ¢

state (defence, administration, banks and insurance companiés, police, sci
ti%7lc and research organizations) is surveyed and planned by appreciate oz

nizations,

Accumulation

Fund of accumulation gomprises two main ideas.

2) Additions to fixed assets (both in a productive and non-productive sphe

of the national economy),

b) Changes in stocks.

Additions to fixed assets, which present. the decisive part of

accumulation, are calculated in a folloﬁing ways
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1) Investments (i.e. capital formation both in productive sphere in a
form of new buildings and equipments and in non-produc-
tive sphere in the form of new houses, hospitals, schools,

roadways, administrative buildings etc.).

2) + Capital-repairs (only the greater repairs, so called general repairs
are included in this item, because smaller repairs are

included in current costs of production),

3) + Value of investment projects

4)  Total value of simple and expanded
reproduction of fixed assets (replacement of worn-out capital and new
: 1)+2)43) asset production)
5) - Depreciation allowances
6) Additions to fixed assets (including also the changes in uncomgleted
4)-5) construction)

Changes in stocks include changes in stocks of intermediate products and

finished goods in productive sphere of the national economy, changes in
stocks of products in the circulation branches (trade, material-technical

supplies) and changes in stocks in non-productive sphere of the national

econony .
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Il. ANALYSIS OF THE BALANCE OF PRODUCTION AND UTILIZATION OF
: SOCIAL PRODUCT

The elaboration of the balance of production and utilization
of social product is only the first stage in utilization the balance of
social product in plannings op the basis of worked out balance of produc-
tlon and utilization of social product in a planned form, we can see, whe-
ther the state development plan as a whole is balanced or inbalanced., In
the case of disparity between production and utilizatiqn of social product,
the targets of the state development plan must be changed in order to reach
the equilibrium in the national economy, This is the first function of the
balance of social product in planning.. The other functions lie in the field
cf macroeconomic analysis and projections. We shall begin with the analysis
cf the balance of production and utilization of social product. Main fields

¢f analysig are the followings

a) The rates of economic growth of the national economy as a whole,
b} The general long-run tendencies in development of main proportions

of reproduction process,

ey

« The Rate of Economic Growth.

The rates of economic gowth we can express or in the gross produc-—
tion terms (as the rate of growth of social product) or in the net producs
tion terms (as the growth rate of national income)., For the purposes of
measurement of the rate of growth of the national economy as a whole ye
usually use the national income, because social product comprises too many
duslications which may distort the actual growth rate of production, When
ve want to express the growth rates,national income or social product must

be reckoned in constant prices (real terms),

In planning we must solve very important and complicated question-

4

=t what rate of growth the national economy as a whole will develop in future?

a

it isy as a rule,the. first . question which arises in connection with elabo-
ration of plasn., Can we assume that the national economy will increase its
production at the same rate as in past? Or that the rate of growth of produc-

tion will be quicker or smaller? The answer on these questions is not easy.
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The experiences from many countries show that the extrapolation of past
rates of growth is unrealistic. According to our experiences it 1is neces-
sary, as a first approximation in the process of determinig the future

rates of growth, %o provide at least two things:

a) to analyze the past ecohomic development, its rate of growth

and major factors affecting this development

b) to determine main factors, which will influence on the future

economic development and on its rates of growth.

Z. Fundamental Factors Affecting the Economic Development of a Country.

Thus, we come to the question of fundamental factors which cause
the rate of economic growth. We can explain these factors only generally,
because in each country the weight of each factor is different and analy-

ses on the basis of available statistical data are necessary.

We can divide Lthe factors of economic development into the two
wain group=:

1) The growtk of population and labour forces.

2) The growth of productivify of labour,

Increaze in the amount of employed population is one important
factor of esconomic development and of increasing the value of production.
This factor of econcmic growth ls almost exhausted in many countries of
BEurope, but in developing countries it represents relatively important source

of raising the volume cf produciion.

How can the increase in the amount of employed population increase
the value of production? In a simple way we can imagine. that some enter-
prises have only one shift work time. Where we introduce two shift work
time, we must double the number of production, - Obviously in such a way the
increase in the amount of emplcyed population doesn't affect the increase
cf production. Such a way is possible only in a case, when we have idle capa-
cities. In normal circumstances we must combine the increase of employed

population with the increase of investment and capacities. Nevertheless,



different branches of the national economy and different directions of
technical progress are more or less capital-intensive or labour-intensive,
i¢ must choose such a structure of the national economy and such technical
solutions in investment prospects; [which enable us to solve the difficult
problem which is typical for mosf of developing countries = employment of

population with relative lack of capital.

The increase in the amount of employed population in the produc-
wive sphere of the national economy, which is the factor of raising the

value of production, depends on these main factors:

a) The amount and growth of the population as a whole

b) The distribution of population by age (age pyramid), because the

possibility of increasing the number of employees in the natio~
nal economy depends on the amount and growkth of the population

of working age., The lower limit of working age is mostly the

age of the finishing of obligatory school education and the uppern
limit is the age of entiflement to pension,

The distribution of eﬁployed population between the productive

o
~r

and non-productive spheres of the national economy., The increase

of the value of production (social product or national income)

is influenced directly by the increase of employed population in
productive sphere. Employees of non-productive sphere (clerks,
soldiers, servants, teachers, doctors etc.), don't create social
product or national income according to the marxist conception of
these aggregates,

d) The length of working time, The changes in the length of working

time influence as a rule the value of production in the same way
how the changes in the number of employees,

e) The average intensity of labour. The changes in the intensity of

labour involves the changes in the volume of production. The fac~
tors of economic growth, which are connected with the increase of
the amount of employed population in productiue sphere of national

eéconomy, we usually call the extensive I .ctors of economic growth.




The second group of factors influencing the economic development
of a country are the factors of the growth of productivity of labour. These

factors we usually call the intensive factors of economic growth:

a) Natural resources and conditions of a country, Natural conditions

influence especially the level of productivity of labour in agriculture,

forestry and fish ing and in mining and quarrying.

b) Skill and gualification of people, The stock of trained personnel

and its distribution is in present conditions one of the most important fac=

tor of increasing the productivity of labour,

¢) Application of scientific and technical progress in production.

This factor is very closely connected with the qualification of peopley
because only highly trained people can introduce in production modern me-

thods and inventions.

d) The level of division of labour in society. which includes:

- the level of cooperation and specialization

~ the level of concentration and centralization of production

- +the level of organization of labour in enterprises

These factors represent also a significant source of increasing the produc-

tivity of labour in a great part of countries.

¢) The amount and standard of productive fixed assets in society.

0a the rate of growth of productive fixed assets and their technical standard de-
pends the capacity of production,ln:fixed assets is also materialized the seienti-
fic and technical progress and skill and qualificatian of people,Therefore in sol-
ving the problems of rate of economic grawth the enmphasize 'is given to the investe

ment policy. through which new fixed assets are introduced in production.

f) The level of management and planning in society.,

Tre role of this factor is increasing, especially in circumstances, when
government or state owns a great paft of the national economy and is respon-
sible for the utilization of all resources in society, for raising the rates

of economic growth and for increasing the living standard of populations
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These all above-mentioned major factors of economic growth are
very closely connected, one factor causes the other, and therefore a comp~
renensive analysis of all main factors is necessary, when we want to deter-
nine the rate of growth of social product or national income, This approach
to the planning of the rates of growth of national income is wery imporﬁant,
because sometimes the rate of growbh of national income is given before and
the possible factors of economic growth are looked for afterwards. In this
case the actual. development of national economy, its rates of growth, is
very often different from the planned one, It is natural +that the actual
development is almost ever different from the planned one, But when the
discrepancy between the planned targets and these actually reached is very
sreaty then we are on the best way to the discredit of planning, There=-
‘cre we must strive for a realistic, scientific planﬁing, Sometimes for the
rcugh estimates of the growth rates the production functions are used accord-
ing to which the rate of growth of national income is the function of some
vuriables (investment, labour forces) and some parameters (capital to output
ratio, productivity of labour etc.). These functions are mathematically
formulated, We can benefit by these functions especially in long-term plan-
n1ing when we draft the first rough approximations in the process of elabora-

tion of the plane

3 Proportion between Consumption and Accumulation.

Proportion between consumption and accumulation is a key-proporticn
on a side of utilization of social product. Consumption (personal and. collec—
tive) and accumulation are %too basic funds of utilization of national income.
At a first look these two funds are contradictory, because what is consumed,
can't be accumulated and on the conirary. In planning, first of all in long-~
verm planning, we face the difficult problem of determining the right rela-
Glonship between consumption and accumulation, The choose is not easy, becausée
Gae quick economic development of a country needs relatively high share of
accumulation in the utilization of national income and this isy as a rule, in
contradiction with the policy of raising the standard of living. To what give
Gae preference? To consumption or accumulation? Before decision-making it is

necessary to see the mutual relationship of consumption and accumulation in
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a long-term range, because from a long-term point of vigw we shall see, that
consumption is very closely connected with accumulation, that in a long-term
run the size of accumulation determines the size of consumption., The higher
is the accumulation in present, the higher may be the consumption in future,
The present interests of people (relatively high share of consumption in

the ukilization of national income) are contradictory with the future interests of
people (rélativelj high share of accumulation in the utilization of natio-
nal income). We must look for the reasonable comnection between the present
and future interests of people., This is not only economic question, but also
highly political one, because people are touched very strongly by the situa-
tion on market, by prices and by the size of consumption., In normal circume
stances we may not plan the decrease in living standard and in consumpiion
per capita, It means. that the lowest border of the rate of growth of con-=
sumption is the rate of growth of population. Bubt in normal circumstances

we want to increase the consumption per capita. It is one from the impor-—
tant economic goals of socialist society; It is the sense of planning., A%
what rate can we increase the consumption?’ First of all it will depend on
the rate Sf growth of natidnal income, The higher is the rate“of growth of
national income, the higher consumption we may plan, And here we see the
connection of oonsumftion with accumulation, beéause the raﬁe of growth of

netional income is caused first of all by the size of accumulation in the

past,

The rate of growth of consumption is therefore very closely connec-
ted with the rate of growth of national income, Buf what rate may be quicker?
The rate of growth of national income or the rate of growth of consumption?
According to the experiences gained £rom past development in soclalist counte=
ries, the rate of gfowth of national income must be quicker, especially in the
process of socialist industrialization, then the rate of growth of consumption.
From that follows. that the rate of growth of accumulation must be higher than
the rate of growth of consumption. This is genersl: tendency which ig typical
for most countries in the process of industrialization, Of course, that the
share of ‘accumulation in the utilization of-national income'may not increase

to infinity, because we don't wwant production for production, but production
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for consumption. Therefore we think that after reaching the optimal rela-
tionship between accumulation and consumption in the utilization of natio=-
nal income, the share of accumulation will not increase, but will be cons-
tant., In such a case the rate of growth of national income, accumulation

2nd consumption will approximately be the same. On the base of available

statistical data in socialist countries such an optimal share of accumula-

“ion in the utilization of national income is between 25 to 30%. It means

shat the share of consumption in the utilization of national income is bet-

ween 70-75%.
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0f course that in various countries and in different stages of
ir economic development the shares of accumulation and consumption in

lization of national income will differ, Therefore is not possible %o

75 the uniform answer. Nevertheless, the general tendency in development

the proportion between consumption and accumulation. is the fendency to
is the increasing of the share of accumulation in the utilization of natio-

income, in particular in the process of industrialization of a couniry.

Proportion between the Social Product and National Income,

Proportion between the social product and national income is only

ther expression for the proportion between productive consumption and na-

snal income, which are two great funds of utilization of social product,

ause, as we have seen, social product is used or in the form of produc-

e consumption or as a national income,

Schematically:
Utilization eof social product

Producfivg

Consumpfion

Social product

Consunmption

3 National income

Accumulation




According to the methodology of drawing up the balance of produc-
tion and utilization of social product, that is used in socialist countries,
the share of productive consumption in the utilization of social product 1is
approximately 50%. Productive consumption is therefore the greatesf fund
of utilization of social product. What is the general tendency in develop-
ment of mutual relationship between productive consumption on one hand and
national income on the other hand? Wwhich side of this proportion will grow
quicker? The answer an these questions is not easy. 0f course that we
wish to reduce the share of productive consumption and gncrease the share
of national income in the utilization of social product, bevause productive
consumption represents the production for production and it is a necessary

#oyil" in the reproduction process. But what we wgsh is one thing and what
is in given economic conditions realistic is another thing. Therefore the
objective economic analysis of main factors affecting the development of
productive consumption must precede the planning of this proportion. HMain
factors influencing the development of productive consumption in its rela-

tion to the national income are as follows:

a) The sectoral (branch) structure of the national economy.

The breakdown of the national economy according to the branches is
very important factor, because each branch is differently material-intensive,
the share of material costs {producfive consu@ption) in the wvalue of produc—
tion differs according to the individual branéhes. If we give the pri-
ority to the material-intensive branches in économic development of a country,
then the share of productive consumption in the utilization of social product
will increase and the share of national income will decrease, In other words,
the future economic developmen’t is necessary to judge also from the material-
intensity point of view,. espécially in situation when we have to import a
great part of raw materiais. The sectoral structure of the national economy
can thus influence positively or negatively on the rate of growth of national
income. The analysis of material intensity of individual branches of the
national economy is possible, as we shall see later, on the basis of inter=-

branches balances (input-output tables). which show us not only the direct
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productive consumption (direct inputs), but also the indirect productive
consumpbion in the other branches which is indirectly connected with the

direct consumption,

b) The technical progress in individual branches of the national economy,

The technical progress is one of the most.significant factors
aifecting the productive consumption in a positive sense, because technical
progress and increase of productivity of labour economize not only the la-
bour power, but also the materialized labour, the material costs of produc=-
tion, New technological processes and new equipments result, as a rule, in
rzductions of consumption of raw materials, fuel and semifinished products
per one unit of production, As a result of this factor, the national in-

come will grow faster than productive consumption and then social product.

¢) The level of management and planning with the system of material
incentives,

This factor is very important in particular in socialist econony,
where public ownership of the means of production predominates, The system
of material incentives in socialist economy must be set up in such a way,
that each enterprise, establishment and each worker would be interested in
reducing material costs of production and in this a way in increase of the
national income., The experiences from past development in socialist count-
ries show us that building up the interest of enterprises only on the fulfill~-
ment of planned targets in the volume of production is insufficient and in
nany cases harmful for socialist society. Fulfillment of quantitative

ets in production (the value of gross production and some quantitative

get
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in the physical terms) is of course important., But the qualitative
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production, especially the costs of production, must be also reckoned
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and such material incentives must be created to support the interest of enter-
nrises and workers on reductions of costs of production, The profitability

of socialist enterprises must be ensured, Therefore according to the new
system of management and planning in Czechoslovakia, the wages of workers will
depend not upon fulfillment of the value of gross production as in past, but

upon the fulfillment of so called ,gross income of enterprises"™ which is in



.-)'3.-.

cubstance the national income of enterprises, It means that in a new mo-
del of management and planning the enterprises will be interested in dec-

rease of material costs of production (productive consumption).

d) The methodology of calculating of social product and national income.

In this case we have in mind first of all the prices, in which
the social product and national income are calculated. In the case; that
we use current prices, social product and productive consumption will grow
faster than national income (as a long~term tendency). This is a result of
fact chat the prices reflect in a long run the changes in productivity of
labour. When the productivity of labour is increasing, the share of material
costs (dead labour) is going upwardand and the share .of live labour (wages) is
going downward in one unit of production. In the whole production both pro-
ductive consumption and the wages are increasing (absolutely), but relatively

the productive consumption grows faster than the national income.

In the. case. that we use constant prices in calculation of social
product and national income, the national income will grow as a long-run ten-
dency facter than social product. It is due to the fact, chat the constant
prices don't reflect the changes in productivity of labour and reflect the

economies as a result of technical innovationse.

- In planning we must strive for the faster rate of growth of national
income in comparison with the rate of growth of social product on the basis of
scientific analysis of all major factors influencing the proportion between
social product and national income and on the basis of creation all the favour=
able conditions for the faster growth of national income (especially in the
fields of the sectoral structure of the national economy, in introduction of
technical progress and in the field of material: incentives on reductions of

material costs of production).
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5. Proportion between the Production of the Means of Production and
Consumer Goods. ' i

Proporiion between the production ol the means of production
and consumer goods is related to the production side of the balance of
production and utilization of social product. Orientation of a country on
the faster growth of the.means of production or consumer goods is very im=
portant decision-making., It is obvious that a country must develop both
thae production of the means of production and the production of consumer
ghods. But to which group to give the priority? What is the objective
tendency in the development of both groups? It is correct that the produc-
tion of means of production is growing faster than the production of consu-
ner goods, or no%? At the beginning we shall assume a closed economy, be-
cause foreign trade, as we shall see later, can significantly change the

structure of production and the rates of growth of the production of means

] .
of production and consumer goods,

In a closed economy the structure of production is directly deter-
mined by the structure of requirements, by the structure of demand, by the
structure of utilizabtion of social product., In a planned economy the pro=-
duction of the means of production and of consumer goods is given'by the
planned utilization of social product. This approach %o the planning of a
structure of the national economy (also to the planning of the production
of means of production and of consumer goods) is very importanit = primary
is the demand, requirements and utilization of production and on the basis
of their analyses we can determine the structure of production., With chang-
ing the demands the structure of production will also change, Therefore in
cconomics we can hardly find the laws and tendencies which are given once
for ever. This ragards also to the tendency. in the rates of growth of the
means of producticn and consumer goods. In socialist economies have domina=
ted up to now the issue that in a socialist economy exists a basic law of
cuicker rate of growth of the means of praduction in comparison with the rate
of growth of consumer goods. Actually, almost in all the socialist countries

he rate of growih of the means of production was greater than the rate of

growth of consumer goods. Does it mean that also  in future the rate of
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growth of the means of production must be higher than the rate of growth
of consumer goods? The answer is not easy. Before giving the answer we
must analyze the main factors and major relationships in the reproduction

rrocess which affect the rate of growth of both the groups of production.

If we accept the thesis that the structure of production is given
by the structure of utilization (really, in balanced closed economy must
exist mutual consistency between production and utilization not only as the
total volume is concerned but also as the structure is concerned), then the
volume of the means of production and the value of consumer goods are deter-
mined by the value of main funds of utilization of social product. The value
o7 the means of production must correspond to the value of these funds of

uvilization of social products

a) productive consumption

b) accumglation in the productive fixed assets and in the stocks of
intermediate products.

The value of consumer goods must correspond t© the value of these funds of

utilization of social products$

a) final consumption
b) accumulation in the non-productive fixed assets and in the stocks

of consumer goods.

Frﬁm this follows that the rate of growth of the means of produc—
tion is determined by the rate of growth of productive consumption and ac-
cumulation in productive sphere, and the rate of growth of consumer goods is
d2fined by the rate of growth of final consumption and accumulation in non=-
productive sphere, In the case that the productive consumption and accumu-
lation grow faster than the final consumption, the production of the means cf
production will exceed over the production of the consumer goods. This case

was typical for the most of socialist countries in past development.

In the case that productive consumption grows slower " and accumula-
tion quicker than finsgl consumption, the rate of growth of the means of produc-

1 1.

tion may be higher or lower than the rate of growbth of consumer goods, I% will
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depend upon the rate of excess of accumulation over final consumption and
upon the rate of retardation ; of productive consumption behind the final

consumptione.

In the case that productive consumption grows slower than final
consumption and accumulation reaches the same rates of growth as final con-
sumption, in such a case the .rate of growth of the consumer goods will ex~

ceed the rate of growth of the means of production,

Thus, from a formal balance viewpoint all three cases are possible

n

s Zar as the muiuval rates of growth of means of production and consumer

A

goods 1is concerncds

a) the production of the means of production grows faster than the
production of consuimer goods
b) the rates of growth of both the groups are the same

c¢) the production of the consumer goods exceeds the production of

the means of production,

But nevertheless, where lie the reasons of the diifereni type of deve~-
lopment? How is possible that some countries reach a relatively great ex-
cess of the rate of growth of accumulation and productive consumption over
the rate of growth of final consumption and as a consequence of this relatively
creat excess of the rate of growth of the means of production over the consu-
ner goods while in other countries the discrepancy between the rates of growth

of both the groups is very little?

According to my opinion there are three main reasons:

a) A stage of economic development of a country.

b) The raite of introduction the technical innovations, scientific
and technical progress in production,

¢) The structure of an economys,

d) The foreign trade.

A stage of economic development of a country has a great influence
on the rates of growth of the means of production and consumer goods. In the
process of socialist industrialization almost a2ll the couniries reach a high

adas

a
rate of growth of the means of production from these reagsons:
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- Tendency towards the relatively high share of accumulation in the uti-
lization of social product. From this follows that the rate of growth

of accumulation is higher than the rate of growth of final consumption.

- Construction of new plants, new branches of the naftional economy espe-
cially in manufacturing industries., With this greater division of la=-
bour, specialization and cooperation in the national economy, also the
ﬁumber of stages of process of production and the value of productive
consumption will increase. It is also tendency towards the increase of
the share of productive consumption in the utilization of social product
and towards the increase of the share of the means of production in the

production of social product.

When the share of accumulation and productive consumption is inc-
reasing on the side of utilization of social product, the share of the pro-

duction of the means of production must also increase on the side of produc-

tion of social product.

After reaching relatively high level of the industrialization of
a country, the discrepancy between the rates of growth of the means of pro-
duction and the consumer goods will diminish, It is caused by the fact that
the share of accumulation in the utilization of social pfoduct remains rela-
tively stable (constant) and also attempts are made to reduce the share of
productive consumption in the wbilization of social product, In this stage
of economic development of a country preferences are given to the production
of consumer goods and to raising the living standard., The planned growth
rates are also relatively constant and not so high as in the stage of the

industrialization of a countrye.

In a developing economy the process of industrialization directs

to the relatively high- growth rates of the production of means of production.

In a developed economy the rates of growth of both mentioned groups
will depend mainly upon the introduction of technical and scientific progress
in the production, The technical progress as a rule directs to the reductions

of material costs of production and to the decrease of the share of productive
consumption in the utilization of social product.New technical inventions may
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also cut the capital-output ratio and the share of accumulation in the utiliza=
“ion of social product, As a result of such development- is the ‘slow=down of

the growth rate of the means of production and possible acceleration in the
rate of growth of consumer goods. But nevertheless, the influence of tech-
rical progress is not so simple as we have said because sometimes the intro-
cuction of technical innovations needs new investment and directs to the
increase of accumulation in the utilizatioﬁ of social product. The time lag
between investment startings and the production on new capacities is also

nacessary to take into account.

. Among the main factors influencing the growth rates of means of
production and consumer -goods is the structure pattern of the national econuiye.
The influence of the structure division of the production on the production of
means of production and consumer goods is very strong, because some branches
o2 the national economy are relatively highly material-~intensive and capital-
intensive while the others need not so much of materials and capital for

their production.

By the ferm material~intensive and capital-intensive we mean the
ratio between the material costs of production or capital on one side and
tae value of output of corresponding branch.of the national economy on the

other side,
Schematically:

. =

(5} - : -
o M.ess Material=intensive
i P i :

C ese productive consumption
(material costs of pro-
duction).

P .. the value of output

This fraction represents the value of material costs of production
which we need for production of one unit of output.
O e Cioce capital-intensive

F ... the value of fixed assets
and stocks,
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This fraction expresses the value of capital which we need for production

cf one unit of ocutpube.

It is obvious that if we accelerate the growth rate of output in
branches which are ﬂighly material-intensive and capital-intensive, such
economic development must direct to the high rate of growth of the means
of production and to the retardation of consumer goods, Such economic
development is as a rule also importfintensive and for the national economy
is not effective. Therefore we must choose such a structure patterh of the
national economy which enables-us to develop the production of the means
of production and the production of the consumer goods in mutual consis-
tency « It is a difficult task for planning. Its solution is possible on

the basis of interbranches balances (input-output tables),

Finally, the foreign trade can significantly influence the pro-
duction of means of production and consumer goods, It depends on structure
of export and imports from the viewpoint of the means of production and
consumer goods, If-in import the means of production prevail and in export
the consumer goods predominate, this pattern of foreign trade balance
leads to the quicker development of the consumer goods and on the contrary.
It is thérefore_pOSSible to reach relatively high share of productive con~
sumption and accumulation in the utilization of social product in case when
in production prodominates the share of consumer goods, because the exchange
of consumer goods for the means of production is made through the foreign

trade,

6. Proportion between Industry and Agriculture,

Propoftion between indugtiry and agriculture is very important pro-
portion within the framework of the interbranches relationships on the pro-
duction side of the balance of production and utilization of social product.
Industry and. agriculture represent the basis of the national economy. These
twvo branches of the national economy create mutual market for their products
and help each other to the development of their production, Right connection
of these two branches ig important not only from bhe economic viewpoing,but

also from the political viewpoint, because it represents the eeonomic side of
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the bunch of the two basic classes in society = the worker class and rural
class. Industry absorbs a great part of agricultural production, because
most agricultural products are the raw materials for foodstuffs and light in-
dustries and industry is the greatest delivering sector for agriculture by
celivering fertilizers, machines, equipments, o0il, energy etc. for produc=
tive purposes besides'delivering consumer goods for rural population, Mutual
iaterdependencies between those two branches of the national economy are very
close, Nevertheless, the chief position in this branch belongs to the in-
dustry. It is reflected also in the long-range tendency of development ine-
dustry and agriculture. According to our present knowledges the faster rate
of growth of industrial production in comparison with the agricultural pro-
duction is a necessarj tendency. In particular, in the period of industria-—
lization the excess of the rate of growth of industrial production is much
more greater tﬂaﬁ in the later periods. Nevertheless, the role of agricul-
ture in developing countries is -greater than in developed countries because
of a large share of agricultural production in total output and because of
the food supplies of population which is increasing at a high rate of growth.
In order to maintain and increase per capita consumption levels, the increass
in agricultural output must be higher than the rate of growth of population

if we don't wish to increase the volume of imported food.

The main rgasons of higher rate of growth of industrial production

ir. comparison with agricultural output are followings:

a) The capital goods (machinery equipment) are mainly produced in
industry, This group of products reaches high growth rates because of inc-
r2asing requirements for investment and accumulation. As we have mentioned
bafore, the accumulation grows faster than consumption and main delivering
sector for accumulation is industrye. This is the first factor influencing

the higher rates of growth of industry.

b) In the framework of consumption we can see the general tendency
according to which the demand for industrial consumer goods is greater than
the demand for foodstuffs, It is the second main factor influencing the

suer rates of growth of industry.
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From this follows that general long-run tendency in mutual rela=
tionship between industry and agriculture is the tendency towards the higher
share of industrial production in the value of social product and national
‘income and tendency towards decreasing of the share of agricultural produc-
tion. This of course doesn't mean that also the significance of agricul-
ture in the national economy and attention devoted to agriculture in elabo-
ration of development plans will decrease. On the contrary. Agriculture
represents especially in developing couniries crucial branch of national

economy from many aspects - from viewpoint of labour forces, investment,

living standards, foreign trade.

To analyze and plan right mutual interdependencies between industry
and agriculture and also among other branches of national economy, to choose
right andrealisﬁicprébortions is one from the main task of national plamning.
The methodical tool of analysis and planning of these interdependencies is,

as we shall see later, the input-output technique,



