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KBy EESl-iEM;S IN FINAMCBIC- IKVaSTHENTS
IN SOCL'iLIST COUNTRjiilS

evclvtion of the system of planning and management in all sociaHst ^
ooun-ori.3s in Eyi-ope, obssr-red froa tan years, is diraotad to gradual ̂ bstitution
of d-reotivss given by the central planning authorr.ty by the sysuera of parameters
shaping independent decisions taken by socialist enterprises. It
Hned, that this change of system of planning and management does not affect the
^ole of ce.vitral olaming in the economic development of these countries. Indepen
de^^tly 0-" the syVoem of management the central economic plan always includes
most iiaportsnt targets of the economic development: The rate '
pate o-^fipowbh of the national income, the raue of growth of consultation, inter
bpsnch-'al relations of the increase of production etc. This general programe
of ;;y;om::c development is aiws based on a certain pattern of the final pro
duction, ir.clucinf; also a pattern of the individual consumption, both expressed

pt'vs-ica"' units, with monetary indicators applied only as instruments of aggre ^
ration of physical units. Such a detailed central economic plan is a necessary
bes-*K -fo-' .O'L invosimeiit decisions, assuring a balanced economic development o
the"F.r.t;i'e national econons', and therefore no relevant change in the system of
oeatriO. ecoaoiric plonaing can be done. That is onijF the system of transfering
tars-ets of the central plan to enterprises and other economic units, which is
gradually changed and improved.

W-' t"r:j^ the so-cejl-sd ceivtralised system of management all detailed targets
of the uat-'orai eooao-rdo plan wre transfered to enterprises as orders or direc
tives. The-,' dete^vrined -the overall amount of production, its inuernal structure,
the teohni-cus and -the organisation of production, the amount of ^

e'to. The oharao-teristio featui-e of -this systeza was the neutrriisation
indicators md aonetaiy flows: enterprises were expected to

aen-i dirsctives (O.sregfu-ding fanfaicial results of their activity, md the shortage
of"V"aa'-iCif.l meais in a .seoarate enterprise vas a reason for ad^tional financing,

Tts aotlv^tv. On the contrar:,-, over-planned financial responsi-
b'iitbs in a s^arato enteiirise did not entitle this enterprise to over-
plsimed enipsnditures on its development - they were to be transfered to the dis-
possJ- Ox stabs budget.

TbiB syatsm had dlsadvsjitagess it wits extremely stiff and e^ensivej
^«fitero-^ises not stiiT.datsa to eoono;^se productive factors,
"^aualit" of vjvvn.uction etc. Therefore this system is gradually substituted by the
pa-siieWic of m.^uiagement. With:Ui the parajnetric system in its pure form
no directives should be given by the central planning authority and enterprises
are exoeoted to estacD-ish their plans of econonic activity independently, peir
decisions are, ho7re'7sr, shaped by the central plaiming authority by indirec
instmiaentss incentives, prices, taxation, interests etc. These infract
instruments are called parameters of decisions. They have monetary character,
and therefore money wj.thin the parametric system of management is no more a
neutral factor.
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Tiie main incentive in this system is the participation of workers and
enterprises in the net benefit gained by the enterprise. This participation
stimulates enterprises to maximise the net benefit by increasing production,
reducing prime costs, iirproving the quality of producted commodities etc.
Thus, assuming that the central planned authority has balanced productive
capacities within the entire national economy, no directives determining the
amount of production for separate enterprises are needed, because they can be
expected to utilise full capacities in order to maximise the net benefit.
Furthermore, the directives determining the structure of production can be
substituted by price parameters: the social preference for certain commodities
can be expressed by higher prices for producers, while the reduction of prices
on other commodities can break their output in a not less efficient way, than
a respecrbive order given by the central planning authority.

The parametric system is relatively easy to apply for shaping current
economic decisions of enterprises, but it is not so easily applicable for the
inves-bif.ent activity. It can be observed, that the parametric system can work
effecbi/ely only within a balanced economy - when they are some disproportions
in the development of different branches, the indirect parametric instruments
are not sufficient in order to express adequately social preferences and some
reglameiitation of independent decisions taken by enteiprises is inavoidable.
And the balance of productive capacities within the entire national economy,
being a condition of the effectiveness of the parametric system of management,
requires centralised investment decisions.

That is why even in the parametric system of management most in^jortant
invostiitent are decided by the central planning authority. These decision must
not oe, however, coifpletely detailed onesj they can be limited to the establish
ment of the necessary increase of productive capacities in a certain branch of
the national econoir^y, and to the maximum level of the investment expenditure
on this increase. All teclmical details of investment projects csn be decided
within these limits by organisations responsible for this branch of the national
economy (ministry, trust etc.).r Still, the general decision as to the structure
of investments is taken by the central planning authority, and this fact ought
to assure balanced growth of all the branches of the national economy.

But not all investments have a considerable influence on the productive
capacitj.es and their inter-sectorial relations. There are investments aiming
to substitute used-up productive capacities (reinvestments), there are also in
vestments aiming to reduce prime cost of production (for instance mechanisation
of certain productive processes), to improve the quality of production etc.
There is no necessity to centralise decisions concerning these kinds of invest
ments. On the contrary, within the parametric system of management these
decisions ought to be decentralised, in order to enable enterprises to diminish
effectively the costs of production and to improve the quality of produced
commodities.
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The direct investor is responsible for the preparation of the entire ^
technical documentation of the project, which must be approved by the bank, xn
which the investment fund is accumulated. Banks can approve projects suffi-
ciently effective, within the limits of accumulated funds. ̂ Banks can also grant
a credit for the execution of approved projects in the limit of 30^ of the
global expenditure. These credits are reimbursable in the term up to 10 years,
from the future accumulation of the investment fund, and are charged with ^terest
during the entire period. Thus in this case bank investment crests cannot be
considered as only a supplementary instrument for budgetary subsidies. They are
a separate source of financement. The limit of these credits is every year
determined within the national economic plan and the credit plan. Banks are
entitled to grant credits over this limit only in the case, when trusts have
accumulated over planned deposits on their accounts of investment funds.

Enterprises dispose of two funds, which can be used foi financing invest
ments: the fund for reinvestment accumulated of the part of the depreciation
fund (the other part is transfered to trusts) and the development fmd, accumu
lated from the net benefit, after deductions on the bonuses
to the trust, established in fixed percentages of tne net benefit. The reinvestme
fund ought to assure the maintenance of productive capacities on t..e constant.
'evel. When the necessary expenditure on reinvestment exceedes deposits acc^-
iated on the account of the reinvestment fund, the enterprise can apply for the
c^^edit reimbursed " from the future accumulation of this fund or for the xin^ci«^l
slsistance from the trust investment fund. The fund of development is devoted
for increasing own floating funds of the enterprise (o^^ wcr^g capit^j and
for financing new investments. Enterprises are obliged to finance no less than
60^ of stocks by own floating funds, and thus the part of the .und oi development,
devoted for increase of own floating funds depends on the increase of accumulated
stocks. The remaining part of the fund of development can be used for financing
investments decided by the enterprise itslef. In this case investment projects
must be approved by the bank, too. Banks can also gr^.t credits on .hese invest
ments, with the term of reimbursement up to years (so the term
m the case of credits granted for the trusts), in the limits determined by the
national economic plan and the credit plan for every year. ^
exceeded when there are over planned deposits on the accounts ox the iW for
development. Bank loans, granted on investments undertaken by the ente^rises
are charged with interest. The fund for development is first diminished by the
part increasing the own floating fund of the enterprise, _ and only after this
reduction of the fund the remaning part can be used for investments. This
prjjiciple is stimulating enterprises to limit the increase of stocks, because
this increase limits possibilities to finance investments. "^is fo^ - like
-^n many other formerly mentioned forms - Incentives were introduced into tne
system of financing investments, according to the general tendency of substitution
directives by parameters within the system of planning and management, applied
in Poland.


