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FINANCING OF STATT INDUSTRIAL "NTWRPRISTS

v OHTOTISST

Ir the 5C years of 1ia exiatonce the Soviet Union
has achieved cnormous success 1n 1ts cconomic and cultural
development. Due to sccinl wd cconomic changes socialist
public ownership of tools and acnns of production has prevailed

~

in the country's -~ iy Tar A poast 30 years.

It was in Soviut *imes that a large-scale sooialist
industry capable of zclving mest -~omplicated scientific and
technologiral problems ond coping with national cconomic tasks
was created. Industry has boen doveioring 2t o rapid pace. Its
gross output in 1947 has ~rown 73 tinmcs as compared with 1313,
The heavy indistre has been psroving <t o faster rote., That
made possible tne technologicsl rac:uipment of all the bronches
of material production, an improvoment in the country's fucl

balance and an increase 1n consumer goods production,

the rapid rates of growth of industrinal production
have enhanced thic importance of the Soviet mion 1in world

o

producti~n. In 1313 Russina's share in worll nutput was just

v

o 1 v
over 4>, Now thoe U

388 produces one fifth the werid voluie of

prcduction.  The USSD holds first place in the teotal volume

of industrial output of “wrore and sccond placs tn the world.

Radical cnanges have token place 1n ngriculture in the
past 50 years, transport hns been rcorganised on ¢ aodern
technical basis, a vast preogramme «f capital conatruction has
been carried out. Thore hos been 2 gharp improvement in the

population's materin] and cultural standards.

The complcte and final victory of socialism has been
achieved 1in the U3SH which hasz ontered the period of fullscale

construction cf communism.




I. TH® RaS:T INDICTS OF TYDUSTRIAL DWVTLOP "MT

At the oo atoen of copmni ot eenviruetion in 211
induBtry in th. 0970 Lo aivte—owioo. lalastry ore the loading
branch of 1. oo tioncl ooceneoxy,  The cross o 3eoind product
produc im indLcirs oarnctit A fyo=thirdes orf L cntire
social prowsct cf thoo couatry alt of the ontire bosice
production oects o werking fande of Sk nitionnl .:conomy
aprc oovcontroetoe i indaster whick omplors noro than one thisd
of the country's monpower Svor 40 e eont of 4o whole
copital investrents of stoto ol co=operntive optorprises and

organizotiens aro 2lloctet Dor th fove Iopent o insdustry,
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IL . i A wd ol MITTATH I i T i S‘: ! I:‘;‘.: P } ‘; .‘I
Phe dovolopeont o0 aniodee oo tlow cthor wronshes

of th: notion~l  ~oner e 1 1 o1 ocuinls ooorriod cut by
utilising the ool intioae 7 Hoor hist onterieies of the
country. Gh cocumlotions of sociclict onterprises are realised

in two basic forac - prefits "nd turnover 1ax.

hoeting mdor legizlaticn of the T355R, monetary anccumulations
in the for of turnover tox onter th balrset ns goon as production
is realiscd. After ciligotory pavmonts inte the budegct for
production furiw, ~itor fixe. pavments and aftor poying bank charges
for lonns, the rrofit of crterpriscs is ug.od ror the planned

o

expansion of prodiction (vnpitnl investuonts, working funds incroment
and other roquircicnts) and forn iise of cconemic incentive funds
(bonuscva for pursonncl il thands ror thour cultural and cvery day
servicing, th. produstion cvalopment ind) . The resninder of the
profit ande oy the onterprisce, as well 2s the turnover tax, 1s

paid into the bulect to be rodistributed in necordance with the

targets of the cconomic ~nd oultural develepment plan.



In recent years approximately 30, of profits of industrial
enterprises were lcft ot the disposal of the enterprises for the

>

above-mentioned purposes and 7070 went into the budget.

lor the purpose of promcting internationnl cconomic ties
and broader internationnl division of labour, the Soviet Union
makes usc, on o oaut o lly faveiratle busis, of forcign sources of
financing in the fors of long—tern stote ~nd bank credit, as well
as medium—-term commercinl credit.

In rccent years the Sovicet Union hns concluded a number
of credit agroeuments with governnents and bogks of forcigm countries.
The Soviet Jrion reccives leng-torm state crodits froem the
Socinlict stotes of Poland, frechoslovikin, Bulgarin, dunyary,
the German Democratic Republic for nutual finueine of construction

of a number Af entorprises in the 'USSH, the produce of which 1s

nceded by theao countrion. Lenp=ters, credits are as o ruale
rovided ~. Jo peor cnnien wita repaynont duping T=17 yoenars by
1 o 3 % A

commodi*v lolivorics o1 the autput of the entorpriscs bullt with

the crodlts roecived. Lo Boviot tUrien bws oradit relations with
banks ~nd rirss of the woestorn countrivs - Italy, fronce, Britain

and others, Turehcocon of nachinery and cqpuapment fer the chemical,
light, toct -nd othor industrico cre financed hy the crofits recelved.
An example of credat relations with tercim tirme 15 the congtriction
of thc Volg» -utomebile plant in the town of Topl1 it tl an the (ISSR
with the pirticipation of the ltrlle concern "dyat',  Credits from
the above mentioned for:iem counfries Linve boen recoived at oan

interust of 5.7 — 67 per annum ropayable over 2 period nf /=13 years.

The funds drown by the Sovict linion from forelgn sources
accounts for ~ small sharc in the total volume of cxpenditure in

financing the nationnal economy.




In the Sovict Union whoere the nieans ef production nire
publicly ownci, ‘nterprisce sro stote soeislist property i...
the propoerty of the whol. people 11 1o porcor ¢f the socinlist
atate, Thooat b ooneos e oont rpria s thot o linge te it
through the - omtrel yroncies of stots sdministeationg 1.
minicirico tht opc atpactot with comosings th onterpric® of
the correspondting iniastry.  In thoeir otivisy the onterprisos
arc puldod by the pid s opprovedt by the sdnistry. Cntorpriscs

are Logrl o ontite oo e e dperst ool on o cont=orounting sl

[44]

a

Mxodl wosoty i veorkin fovde wre c1let ol te it uid coanstitute

ite authoriovd thaul.  The oicc of th aatheris ! tfund ie indicato

in the ontoryriso*s bal nes shoot “maer the padldonec of the
superior ~uthority *he ontorprise, usins the property allotod
te it, onrries oul 1to ceononle netivity with i help of its
personncl v accorines with the nntionnl coonosdie nlw on the

basis of the co-nriintion of th. centralised ~uidenes ang the

cconomic indepent neo ond loitiotive of the individasl onterpriscs.,

“nterprises cre provided with Cixed nesclo by the stote
frec of charee ot the noment 1 atorprise goos into operntion
or is oxpandet.  The Ceongtructisn of now cntorprises cnvisnged
by the st-tc¢ plan is fincncod g » ralo, prior to th oir
commissioning by :deproecintion, profit of th. enterrriscs which
are withii the withority of the corresponding Ministry, and by
the budmet.  Thoe reconstriction il cxoonsieon of operating
¢nterpriscs 1s carricd oat ot the oxpense of 0 part of profit
and depreciation, uri the aredit of snolnvestment bank. The
bank credit 1o podd of 1 from the prefit nd deprcci~tion of an

enterpriac “{ter 1t b pone Into oporotion. Copital invested

by enterrrizos ohon the stote vl is finoneoed fron the production

development funiot or at the uxpense of brnk eorcdits.  Thoese credits

arc subscaueontly prid from o the levelospment fund.
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In the general sources cf finarn-ing centralised capital
investments in 176t the share of profit wasr 157, depreciation
26%, budget appropriations 5375, btank crelits and other asurces
6ﬂ. In subgequent vesrs the percentyre of bank credit in
financing state capital investmerntc 1c expected to increase

while btudget appropriation is reduced

The totzl volume of an enternrise's werking funde
ig fixed for 1t within normal limits te ensure the fulfilment
of the production plan. The provision ~ an enterprise with

ite own working funds comes from profit or buwyeet appropriations.,

There ic no charge fcr the tixed aggets alloted to an
enterprise ani its own workings funds by erther the 'linistrv or
the state. “here is charge for credits alloted for centralized
capital investments, accumulaticn of inventeries above-nornm,
intreduction ot new technclogy, caleulzticns made and cther

emporary necidn, lLong—term loans for centralised capital invest-
ments are muadle at © per cent per annuws.  Viclation of late

limits for fixel assets becoming coperational invelves a charge
of 1.5 per cent rer wrunu of the amount cof the loan fer the
construction of these projects to be paid until they become

operational.

Short-term loans under above-norm non-geasonal inventories

are made at °—t per -~ent and ndrr seasonal inventories 2t 2 jer
cent per annum. Loans for the introduction ot new technology anild

for paving g'eidits are alsc gilven at ¢ per cent per annum. An

additicnal  per cent is ‘charged I'or overdue loans,

Under speciil credit conditions Lanks are authorised to
increage 1interest rates on credit, inciuding credit overdue by

20 per cent.




-6 -

Another internal source of financing econemic and
cultural development in addition to the accumulations of

enterprircea, are the cavingo of the populaticn.,

The cavings of the populetion in the "'85H are drawn
for the developuent ot the Socizlict economy, tor lmproving
the weltare ~1" <he workliny penple un: for ether state
requirements in the fore of cavinge deposita, fleating of state

loans and sale o1 Qettory tiokots,

Thanke to the raprt orowth of the well-being of the
Soviet peorle v-vimrs tanks ifepesiters and members of their
families conctitate @ coneiterable part of the population. The
basic ercsite of the popalaticn are deposits payable on demand,
fixed deposits and lottery deresita, The interest or depesits
payable on devuand is tye per cont per o annum. Por fixed deposits
(made ror 2 per.oi of not lrss than si¢ wonths) 1t is three per
cent. On lottery feposits arterest 10 nalt in the form of prizes,
the drawiress or which sre carrviei out twice each year., "innings
range from % {c AW per rcent of the bank account total for the
last =1x months. The vcavims of the population deposited in
savings banks are used to finance economic and ~ultural development,

as credit resourccs of the State bank.

In recent years culy one state lottery loan at 37 has
been floated amonc~ the populatiern, The loan bonds are freely
sold and purchased by the savings banks. There are eight
drawings every year. The tctal sum of prizes is fixed at 3 per
cent per annum. The internal lottery leoan is redeemable in
20 years. ™iring this pericd 3¢ per cent of all the bonds draw

prizes, and the remaining 7¢ per cent of the bvonls are repaid

at their nceminal cost at aaturity,

e—
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The savings of the population are aleo mobilised
to meet the neade of the national cronomy by the sale of state
lotteries launched in acoordnce with ne overnment 's decisiomns.
Sixty per cent of the proceeds are revoened to the ponulation

|
in the form of prizes. ~ight travines are carpied ot wvory
year. The income frem floativg state lottery loans and from

lottery tickete onter the Stute booget

ITT. TH™ voloivi’ SHOACISAL I O PLATCTIG ACT FINANCTHG
ACTIVI Y i v gowr o mr mnp e nme

oo Mhe e o spedn o tion ! Pinaneioad planning

The b ety or b Soviot Do tevelons
under a nifict cconcmie plug, that onaares planned propertional
development of all the brancoers of the nationnd oconeony ard
culture, the srowth of the w Lfare o the Seviet people.  The
plans achieve nrop r correlaticn of tote targcts with the needs

of the socicty and the interects, posrabilitices and reserves of
the ccoonomy and individasl onternrises. |
|
|
|

it

o co-ordin=te contralised state planninge and large-scale |
economic initiative ol ihe personnel +f enterprisce, industrial

enterprises draw «p annnal preinction il financial plans.  These

plans are baset on the sinistries' topgets set tv the national

economic plan for the nartiendar induatry.  In this way the plan |

of the enterprise tallics with the national economic plan,

5-year plan, whi~h distributes key targets over the years. The
five—year plan targete are classificd wd specifiot an annual plans
which take 1nte account econcwic levelopmant achicved and charges

The bhagic torm of state planning in the 'SSK is the
in resources and requirements of the rnational conemy and population.
|
|
|
|




Production and financial plans are elaberated in two
stages. In the firet stage the production and financial rlan is
drafted on the Yasis At *a0 mpaietevte arecifie torete, Thin
cevers the long=term 1 ovelcopmeat plar of (e enternrize and the
revesle U cone corst domand for soc b 1t services, Ir the sceond
stape the rrotuotion =g financial vl 1 finali o4 to tally

With the nationad coononis tarests weprete o by cuportor bedies.

[n the rre o i et re v Fillewlns tiens ar subject
te approval:  the weliome ot vreluete resliced ard major types of

output 1r wurier ot itomm, onecl ding poeelitative indices;

in uarnrower — 19tal was o ot1lly

I e = et of rreoft and profitability (as the

ke

ratioc of profit to v e te oy i stapdiariiced worklng capital)
and budmet paytonts wonowppcopriat

Liocowptal cenctructicon = volion of ecapital investments
by central bhotivz ant “iwet asacto Lt pmbietriad capacitics that
go 1nto operation;

nointrotusing oow tochnolesy = taprets for mastering
the production o ey moicloy oand orou technolegies, allearound
mechanisation w.. withmatior of rrot.otion which are of :tmost
importanc. for i srouvtp of rre it

o cchlne and vetormale £ 401y = volame of raw and
basic materisle, copulpment sttt by 4he gurerior boly and

allocated te the prerticulur enterpric.,

Th approved enterprise *arects are specified in the

annual plan i, 48 v pale, tistripove) susrterly.

In compiling the proluction mni financial plan the
enterprise shows groat initiative in werking cut all the targets
of the plun which are not mibiject +o 1. appreval of the superior
body. These local tarsits npe wand by the suporior body and
planning agercics as the busis for fixing the senerali-oed targets

for the indivitual entrornrige,



- -

In this way the enterprises plan the volume of overall
and commodity cutput, the letaziled nomenclature and assortment of
their output approved by the supcrisr boedy and the ord rs accepted
by enterprises ani o result or lirect *1es with the consumer and

the suprly anl trate creonications:

= they plan wnd cacry ~ot (Csine lecal tnvestmonts)
measures for inproving production and, ir particular, measure
for intrrducing wow tochnolorsizg, mothods ang rema of cxercising
control, climinatin,- "bo*tle-neck, " of provction, snd other
measures cnsuring the grovth o protiction officionoy;

- thoy establish ot expan i, whorever 1t is ~ronemically
expedicnt, long—term colations with onsuners i s'iprliers of
raw and basic miterials, supplementinge conds, enuipment and other
items on the basis of  the machines ani materinl supply plans;

- they plan labour -fficiency, numbor of workers and
average waoos, deiermine the most raticonal structure cf industrial
managemnnt;

- they vsc a porcentae of the profit and other means
left at the disposal of erterpriscs tor bonuses, social and cultural
measures and housinge construction, for preduction development and
technolegicnl improvencnts;

=~ thoy doteraine the mnost rational forms of matorial
incentive terms and si.cc of bonuses on patterns typical for the

industry.

In compiling and i.plenunting nlans enterprises must
ensurc the regular growth of »roduction on the basis of an all-round
increasc in ocutput which is neeted to mect the reqiirements of
all national cconorv ma o gpert trade.  Thuy wust raise the
technical 1 vel of prodiistion; impreve the oporating and market
qualitics of thelr output, reduce proluctien cnsts, increasc profit

and prefitability.
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Particular attoentioo shouldl be paid to the steady
growth of labour prowictivity as the decisive prercquisitce for
speceding up proiuction rate and improving the well-being of the

pcople.

The production and finaneial plan comprising ten
i F &
interrclatine. soctiens is appreovoel by the dirccter of the

enterprice . The production ca¢ financial »lan cornsists of:

-
3

1) a sunnary table {bosie .saticcs); o) a production rlan and a

~

he srowth of product

-
4

: .
sales plang . 3

o+
ot

nocfficlancy plang

4) planied toechuical ant ronomic norms and stand=riss; 5) a
capitnl renctrction rlan; ) o machinos und matcrinl supply plang
7) 2 manpcw.r and wyres plang &) noplan of profit, production
costs nnd production officicncy; ) v plan of creating and using

gconomical incentive fundsy 10) a financial plan.

The financi~l nlan (< balwnce shect of income and
expenditurc) 1s the fin=l suction of th. production nd financial
plan that synthesiscr ind roflects in moncy terns the implementation

of all the nbove-memtiona i sceotions of the production plan.

The tasic 2ims in compiling *'he financinl plan aro as
follows:

a) to provil: an cnterpriac with sources of finance
ncecessary for its performance, for tinely irmplementing the measures
fixed in all tho coeticns of the proluction plong

b) to reveal nnd aobilive an orterprise's rosarves to
cecurc a nore rational e or 1ts productive canacitics, its
fixed asscts ol working 2ipitnl, ani t¢ onzurc the most possible
increasc 1in production <fricicney, profit and prefitability;

¢) te deterrine the financial relations with the state

budget, the Construction bank, the 3tatce bank nd supcrior bodics.
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The fellowing are roflected in nn enterprisc's

financial plan:

a) inconcs nd recoipts
t) cxpenditare ond loductions
~) ep i1t e 1otioan

- E il

A) matunl polutiore witl tho beulmet
The scurc.s of lnceomes oot pocci s npee

a) not incoae in the fore of profit cnd turnover tax
(on taxable oat ut)

t) an ocaterprisots ethor owm o sooacos of lncome

In order to letormine th profit of 'm industirinl
enterprise 2 sales plan is drawn up. 3nlos, profit and profit-
ability arc the basic indicos of rl=anaoing 2ad measuring an

enterprisc's offici ner,

In ecrder to corrclate finoneial ond cconomie indices

the enterprico's output plan in whelosale rices 't coaplate
I

cost of production is adoptoed ns the sales plon, To caleulate
the volunme of sales commodity outpat is adtet to the romainder
of finished proiucts: 2) in warchouas:s ani 1) shirped to th»
buycr sinc. the tosdnning of tic yonr, subtracted from this i
the ro-aining stock of finish ! rrcoducts b the ~les:c of the
planncd ycar {wien o enterprice oo net sell it within the
given ycar). These pro .uctien loft—ovors arce cstimated in

wholcsale prices wd ot productien cost.

The profit from calvs of commoditices is calculated

ag the difference botweon ti cost of this output (in the

enterprisct's wholesale prices) and the nowplete cost of production.




In addition to profit from commodity sales, proceeds

from other sales ~ust be determined - the szle of output and

purchasing < reanierticosn, astemotile parks, sile of purchased
socdg te. b, The rpeloeur from osalea of othep 1tome oare

alsc plann ¢ on the tamao ot oxyponilrurs estinintos and cales
procevis with regart t i achieve ! level of prefitability

and measures for rod.eins prodocotion i sorvics coste,

baluce=sheot prefit ancl ace profit from sales

P
i
H

of commeidities anl ctioor 1tems, from rentering scrvices of a

nen-industrial nature,
Te tetermine the tilfilwent of the plan for profit

it i8 necesgary tc armpare the actual and balance-sheet profit

1aid down by the rlan. The tatal prefitatality of onterprises 1s

determinel as the ratie of the talanc -zhect prefit te the annual

average ~meunt of tfixed productive assets i the onterprise’s

own rationed worging copitai. The tetn]l peafitability index

shows an onterprisots officioncy.

It enterprise

-
]

roilize thelr ~utpat at retail prices,
which include twe forms of menstary accumuelation = turnover tax
and profit, thon bestdez profit the *tarnever tax to be paid into
the buiget ic ~loo rlrnnetr. T o this the taxable turnover of
the total volume of soods anrketeod oot 1s determined and on its
basis the turnover *ax 1s caic.latcd aceording to the prevailing

rates of tax~tion,

An enterprisc's own sources of income are: a) depreciation

deductions (to finance c¢npital repuirs and complete reproduction
of capital nassets'; b) iotuctions made 1t the expense of production
cogts tccorline te cetorlished norne: on research and Jdeveloprent,
on technicil yropiganis, on wuastering new technolesy, on treining
personncl; o) the moriliczsticn o f interrl resources in capital
construction (¢liminitisn ol reduction of overplan reserves of

materinal vilues, unasscnbled equipment, etc.)s

s
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d) profits ani savings frem reducing the costs of building and
assembly work carried out witheout cutsidc helps e) savings from

1

4
reducing the ccota of ~2p14:l ronsirs cnrried out witheut outside
help; ) incomes =ni rosearceg uset ag the snsurces o foroow
enierprize's werkin s c& .tl ineoren nts to peoraanont lintilities,
purchae of low=cast areck, instraments el spare parts bousht

At the expna: ~f . oLt constriotion fanis j o o7) othor

gourcas of financinge onpitnl wores.

Neprecintion ixdustions oro uie for definits purposcs
and their wnount 1 1ireotly calcoul-ted ~g o stwmiari poreentage
of thco valu: of the indivib:l type ¢of fixet na@sets wnd aiopted

ratea of deprecintion.

In leteraining the incroment to permcnent liabilities
the minimum unpaii balance of enrned wnges, linbilities for social
insurance, reserves for future prymenta nd other sources of

permanent liabilities ar~ taoken inte ~ccount.

“eductions from outside sources includce:  2) funds
to be usged under contrict fer definite purposce of research and
development, pirents contributiong fer maintaining ~nildren in
various pre-schocl institutions; t) funde rccoivel from superior

organisations ~s 3 rort of roelistribution.

The expenditur: itens of the financi~l plan provide for

the following exponuilture and doductions:

a) eapital investnoato by centrol bodies;

b) prowth of *'. working copitcl in capital
constructicn;

c) expeniitur_ on cnpit~]l repoirss

d) incremcnt tc the standerd wcunt of nn enterprise's

own working capitnl;
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e) deductions on for ing special economic incentive
funds

f) expenditure on re weurch an' ieveispnent, o training
persecnnel, on masterirg vew tecirclogyy 0 prooting
inventlons;

£) deductions from prafite to A NMnistry's roserve for
rendering financial ai g

h) expe.lit.re cn the anintenance of nre-nchan] onildrent's
instit.tionsg;

i) other expenliture ant ledu~tions unier current

legislation.

“xpenliturec on capital investments by central bodies are
derived from a) part of the depreciation Jdeductinns alloted for
complete reproduction; b) preofits: c) =wobilization of the enterprise's
own resources in capital construction; 1) nther sources; e) bank

credits.

Oxpenditure for the carital repairs of fixel assets
consists of: a) the amount of depreciation deductions alloted for
capital works excluding the part paid te the corresponding inistry's
reserve for redistribution and t; receipts from tle ‘linistrv's reserve

for capital worke.

"he ruotas of the enter-rise's own working capital are
annually fixel by the enterprise itself while working out its
produc 1on plan cr the hasies of production expenditure estimates

and the current rnorms of the workiny capital.

the gquotas are calculatel for every component of the
working capltal: raw materials, basic and auxiliary materials, fuel,
racking, spare parts, ch:ap goods, unfinished products, manufactured

articles,

;
;
;
r.
i
g
3
;
;
]
4
!




The financial nlan proviies for the increment to an

enterprise’'s cwn working capital.

The eronomir incentive funds are calculated on the basis
of the fixed indices of an enterprise's efficiency and narms of
deductions to the funds. The incentive tunis {(material incentive
fund, furd for soci T oand clltarsl eas.res ant Coclne oonstrooction)
are forme: by deliotions fron pecnt.  The rrelction developrent
fund is formed by profit, =2 part of devrrceciation ledustions fnr
complete repr-ductisn anl procecis frov selline wornecut and

obsolescent fixel accoto,

Txpersliture on reccarch and levelopnment, training of
personnel, prosotine inventione, mastering new technology, leductions
from profit te the "iniatry's reserve, ete, are provided! for in

amounts approved by the superier orranisiatior.

xpandit . re on the varntoaance of onildren's pre-school
institutions are plarre! o the bLasie o0 the sanctioned contingent
of children, expeniitoroe jrtas on a-lntenance and feeling and
standard staff 1uttac. Paronts' contrivutions and budget appropriations

alsc go to finance thesc institaticons,

The ite ““relit mutual relaticns” of W enterprise's
balance-shect ~f ircome ant expeniiture provides for receiving
long-ter: credits for capital investments frow central bodies in

the established manner, ani for payiane credits and interest,

Ar. onterprise’'s » latinns with the state tuderet are reflected
on one hani 1n the frrio of payaients intc tic buipet [payments for
fixed productive assots ant fixed working capital, tixed (rental)
payments, rrotit balance payments, tirnecver tax ani ~ther payments
and dedurticns!, =2n! on the sther nant - bulget appropriations (on
capital 1nvestients, increment to *he working capital, research
and development, malntenance of chiliren's institutions, promoting

inventions and cther expenditarces.
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The financial plan provides for paying the profit balance

into the budget if 21 enterpris 's income exceods its expenditure.

If in the financil ylan expeniiture exceeds income, the
plan proviiles for buleet allocatione te esver the expenditure,

iy

he surpl 0 of incoso over oxpenditure aking credit

(+
relations intn sccont) must Lo ormial ta the surplus of payments

into the budest sver budet allscations.
he surplue of expendi® e over income (taking credit
rclations ints account) vt Lo mitl to tho surplus of budget

allocations over payments inte the b leot,

<o The nrganisetion of recunting: in criterprices

In 2 Seetadast ooomeow e ot w o woll as planning
constitute the confraliccd syote | o0 Sorsiage managenant,  The
creation of a1 wnitict methode losy w1 weonurtings and planning makes
it possitle to us neer anting dati fer control sver the achievement
of plan tarsots, for oper-tive rianagoncnt of the cconomy, for economic

analysis and rovelntion of th rosorves of rroducticn.

The unity of the .cthololom of rccounting is achieved by
the availnbility of the general resilatisns obligatory for all the
enterpriscs of the country. The “esmilotions nn book-keoping
statements and balinco=shects {otormine the order and tine of their
compilition, principl g of moasupines conmedity and material values
and fixed asscts. (he Fopulntior on Joouments and Records provides
for th. ordir »f entriosz i recording operitions.  The Regulation
on labour 'wmil wues eecunting, inveutory fecounting, fixed agsots
accounting s oth re romulate tho apder of stocktokine of material
valucs anl cxponditur. of laboor,  0f is of friat 1mportance for
achicvir, the ity -f wecwntloe thet thors is a2 singl . accounts
system for all the branches of the national cconory. The introduction
of the unifiet acecounts zcheme made 1t possible to introduce a unified

standard pericdic and annunl book-kecping account fer 211 enterprises.
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The primary accounting is managed by the Central
Statistical Board of the 'JSSR Council of “finistoers (CSB).
It develops and publishes standard ferms of prinarv Jdocuments,
establishes the orider c¢f their applicstion and f1lling in. The
methodelogical nanagenment of hook—=keapirne accounting 1s entrusted
to the USSR ministiry of Tinanco wailch develops wadl approves,
in agr ement with 1 055, tuv accornts schene ot book—kceping
and foris for periodic anl wnnu ]l ~ecoanting wna direotions

for their uso.

Control over the fulfill--mt of the nation=al econonic
plan is onsured by the fact that reports of enterprises are
analysel by the inistry from tho ancle of branches of the economy.
And the 3R analyses ther in relntion te the entire cconomy along

the lines of its branches.

The forms ot a boor-kocping annuil statement contain
planned and reporte! data of the most inportant indices of the
performance of onterprises which nnke it possible to define the
degree of th: fulfilment of the pln 1n 2ccerdance with thoese
indicca, to mrasure *he finanecial i economic ofticiency of an

enterprise il to reveal production regerves.

On the basis of erouping accountg! indices an enterprise's
final balance-shcet -uil 1te supplements lefine the availability and
state of an cnterprisc's own Working capital by the close of the
year unicr reviow as compared with the plan and 1ts wctmal pesition
by the bheginning ot tne vear, wn enterprise's financial vosition
gingling oLt accounts with dcbtors, creditorg, superior organisiations
and with th: financinl systep as £or as payonta into budget and
budget allocntions are concerncl. [niividual forms show the movement
of the authorised tund, of tunds for special purposes, the availability
and movernt of fixed fupds il A oproeciotion teductiens . The form
for expenditurec on proluction in~lutes plenned anl reported
expenditure according to individunl louents, writing off cxpenditures
on non-production accounts, cxpenditurzs on overall and commodity

output.
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The commodity output cost form makes it possible to reaveal economy
or overexpenditure on ppoduction ccgis ¢ the entire commodity
output and on each expenditare i1tem, ag well ar on cnmparable
nutput. Thie form contains luta on the Fulfilment of the plan

to reduce the costs of commodity citput ard expenditure per rouble
of commodaty outypit. The intvrmation attached to this form gives
gome 1dea ot the protitabillay of tho most important kinds of
output calculated as the ratio of profit 1e prodiustion costs.

A form showing expenditurc on running production and managing an
enterprise makes 1t posusible to measure the implementatinon of
estimated chop expenditure, expendiiure on maintainin:: and operating

the equipment, all-factory rnd administrative and nmanagerial costs,

Tnterprises comp.le reports on the fulfilment of the
output plan in terms of money and 1n kind, of labour plun,
particularly from the uspect of number of perrennel, wapes 1111,
labour productivity. The szle of oatpul lorm ahcws the tulfilment
of the plan of comacilty sales and sale of enoput of home farms
and surplus nmaterial values. These sales are chown in wholesale
prices and in production costs. fhese forms aleso calceulate the
profit., The composition of balance-sheet profit including anrealized

profits and lossce is shown in a profit and legses form.

"nterprises alsc compile specialised accounting forms
showing the use of equipnent, the fulfilment of the plan of intro-
ducing and manteringe new techaology, of machines and material supplies

and ot other targets of the eaterprisets performance.

Thus the unified system of accounting makes it possible
to use accounting data to control the fulfilment ¢f the plan,
planning, operative management nnd analysis of financial and economic

perforinance of iniividual entevprises and a whole industry as well.




Y. Plunrin. and prod ot o costg acocuntinge
L §

Flavviines s pre b 1o 0 ne ot D e cnaepded

out in accordsay o vl tee Ceds

-

v U bty weoeuntang
and calodatin: prod oty coara s oo o coat s amporiant
qualitetive roied of toe o' aenss U ertorprieer ot nattenal

econcny brannes, res coclivge the doonomio ottty oan o whe Le

Planriines, noccuntine and cdedalating production coata
aim at revealinge g mebilizains available reser e for the regulap
reduction ot oxpeorditurc cn minalmet orings ont gelling: Che cutpat

and for the orowth of internal inductrical accumslotinns on this basie.

Thia task 1s wehieved Ly usine in plannine aavanoced
standards of employing =quipment, r-w and  basio naterinls, fuel,
power and labour expendit.are and by strictly supervising the

observation of these norms,

Cost planning: provides Uor compiling prodaction expenditure
estimates, Mixirgr the prodiction coste of the erntire commedity cntpat,
fixing expenditure per rouble ot cormedity outpat, reducing production
cost of comparable cutput (in case of ito share Leing proat) and

production ccst per manufactured article,

Production cxpoendl bure 1o catimated in wcoortance with
the following economic clements:  ravt and basic aateriale {exeluding
waste products), auxiliary materials, tuel and power trom outaide
sources, fixed asseto epreclation, basic and supplewentary wages and
salaries, incurmnce payments and cther monetary expernditure.,  ‘he
production axpenditure ectimates are caleulated as the cun total of
all “tems of the proiuctiion plan {labour, miachine and materials supply,
emplovmnent of fixed assets, introaucing and mastering the new

teciinology, etc.).




The planned cost of the whole commodity outnut is
detormined in two wnvs: on the basis ¢f production expenditure
estimates excliiing net invelves ar *he cutput cost and including
the amount ¢f non production expenditure. 1t 1s based on the total

cost of all the gsoods te be nanufacture: and services tc be provided.

the predacdien cest of comodity output and of  manufactured
articles 135 deter-inel orn the basis ¢f estilaztel expeaditire 1tems,
that 1s, in accerdance with the prouvction function of expenditure.
These 1tems are: raw wid bagic nateriale (excludinge waste preducts
subjert to te returned), purchased soods, unrinished articles and
services of assgociatel enterprisca, el and rower of all kinds
for technol wical purpeges, bacic wnd ocuprlesentary wasres of
productien workers, uxpemditure on maintainins and cperating the
gquipment, shop expeniiture, nll-factory expenditure, other production

expenditure, and non-production expenditure,

Txpenditure per rouble of commodity output is calculated
by the production ccsts cf commodity output tc its volume in an
enterprise'. wholesale prices, The tarset for reducing expeaditure
per rouble of commodity cutpul 1 fixed in kopeks and in percentage
ag compared with the basic yesr's vxpenditure .

A

Ao Industrial outpat wmd the grinciples of price

deteriintlion

The =secialist econormy pursues a unified state policy of
price deternination. Price teicrmnation is a planned process and
prices are 2 vital teoel in the centralised managerent of the national
economy. The bausic togk of the svete: ot ploazned price determination
is te encure the cerrelation of nricce ana the social necessary
expenditure on labour, the reimbursensnt of production aad marketing
costs as well as protit fermation nnd the creation of incentive

funds at 31 steadily operating enterprise.




It ie assumed that prices ~an deviate for the purpose
f promoting the production ot 1ndiviivecld g do, nocelerating
the technclogical preocess, nerensivng cutset coalvty, bringing
depand and supply of cortain ooods inte v oo e correlation
of prices for vcutvally suoestoiyied ond slmilar eatp 1o taken

account of in fixine priooc

In the 350 industey thors ap» thees tyres of prices:

a) an enterprise's vhrles=le prices whicn are formed bty production
costs and pr&fif; c)oanoindustey' s whelesale pricee whickh besideg
produciion ccsts ant profit;, lue inelude produrtion coste d preofat
of services, and in case cof indiviaval coods torncver cue oo added,

Tutput LS et e MR = I dacor and
consumer snterprises ot wnolesale pricoay o, retail prices ars
prices at which conmumer's oocas ire carketed fhreeh the trode
network. Net=1l prices sre figen or e basae of o ndustry's
wholesale prices augrented By the =t of trade discount which
goes to reinmburse marketing coats ane profit formotion of trade

organisatiocns.

In fixing wholesalce -rices 1l inter-industry averagre
production costs of the enterprices nrodusing the ;cotn are accepted
as the initial uvasic.  In et beseches 0 fhe noswy industiry current
prices n~rc 157% over prodacticn fun’c . 1o some Lranches i1 ois Lower.
In fixirg retail pricos ac-nunt 1s alao taken ot the correlation of
deman: wnd cunply, qu ool ty wes purpos L inddvinaal commedities,

To make surh geoods as fond-stuffs, geols for cliliren, medicines
and others accessitle teo «ll, their ret:il prices nre Tixed somewhat
lower as compared with rrices of other ccods.  In turn prices of

luxury and duratlc sceds are Cixed it - bighor lovel,

Ffor the purpose of pursuing 1 ~eniralise=d pclicy in price
determination in cerrelnticon wi*h the initiziive of lecal organs
the present systen of fixing prices provides for the USSR doveinment

rescrving the right to solve the problem of changing the price level.




Prices of most stable items are fixed by the Price Committee

of the U3S%. inistries and dcrartaerts are authorised to

fix tempourary whelessle prices for the outpat newly mastered
in the USS%, rrices of inavidelle s Muetared articles and
prices of vutput ant oo finashed soods, aale in v co-operative
way Ly severnl wernterprises ©0 thi sae Tiniatry. “nterprises

are authorised te fix prices for ecuipment, sonds and unfinished

2

articles mate ic crier, “or cutpat uned services rerdered to meet
the needs of capit:l construction ana enterprises! own needs and

for rendering scrvices 1 L tier o entorpriees and creanlsations.

5. 14 A 3t AN R SR S ¢ Ll‘ll’ o f
10 ke T i oIl
Profit, s o i orricce's net income, alongside with

gsales of cutp.t =ni vrciitooility; 1w the most impeortant criterion
of planning and neasurines the orticlency ~. snterprises. At pres .t
the volume »f sa2les ot atput ana profit are fixed in the national

economic plan ani reportea tc ench enterprise.

Markcting =e the tinal result of the process of production

promotes the srcwtn of rate of extonded protuction, stimulates

Bigher cutput «i:lity 2nd browiens asscrticnt of cutput.

Prcvit 15 Aar iaportant econcomic incentive for the good
work of enterprises ‘w1 their personnel as = whele, fer achieving
better results, sincc if ia the scurce of forning incentive funds,
or financing an entorprise's own capital investments, or the

ineremer,t to A entorprise's werking -capital and cother expenditure.

The vrofitability index o:lzculnted as the ratio of profit
to productive furis shows the orficicncy of production as it shows

how much profit is mrte per roubie of productive funds.




Profit, apart from ccst, more fully reflects all the

aspects of the productive and commercial performance or an

enterprise, out under the conditions of 7 Sceinlist coonomy 1t

cannot be the aim of production tihine al

nte {oration that

f

i oon

~

the national eccnomi~ nlan met only stipulates the volunme ¢

gales but 2lsc tne nomenclat.re of the moet impertant gonids

needed by the national cconcmy te nmeet goc1al regulrements,

As was mentioned nstove, the whalesale prices for

industrial cutpnt =re fixed Wity poeard o theilr nearest 2 roach
P

to the social necesstry ¢

spenditur., that is, to thoir value.

These prices mak- 1% pozsible to compensaie production costs and

realize the society's not incom: in the ferm of profit {at
the enterprisc's wholesale prices). rnicr these conditions

most enterpriscs work on A raving tisis.  llowever enterorises
¥ R 1

whor production rcsts oxcced the nrerage level for industry

can incur losscs, which, s a rule,; ure cover=1 by profit made
at other enterprises of tiw gane 'nistry, dus 1o the redistribution
of profit tor the purpose of compensating losses as provided for

in the plan.

Ir order to stimulate material interest of the cost-

accounting enterprises in the mot1li

internal reserves, th plan provides

of distribution ot plan and overpian

Plan profit irc distributed

sntion of an industry’s
for a diffrrent system

profit.

as follows:

a) A charge tor the use cf fixed production assets

and workins capital, Tix (rentnl) pryments and interost for
' P

bank credit arc paid infe the budget in the first place; a charge

for fixed prodiction 1ssiets 18 pnid te stimulatc the material

interest ~r cnterprisss in the improved stilisation of these funds

by

at 3, 6 or 10 ypor cent. ™yed paymerts are made by those anter—

priscs which carn {iforontiated net inseme irrespective of the

performance of enterprises, {ue te cxceptionally favourable

natural, transport and other coniditions.
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b) The prefit 1s directed to form the meterial incentive
fund, the fund for soci~l ~nd oult.ral meesurcs and housing
construction "l the production dev. lopment runit,

c) The remairans part of the profit is used for the

following purpczes:

- to finnnes ~apitnl dinvestmonts by contral bodies and
to pay off the crelit grantel te financo capital investments by

central bories;

- tc pay off the crodit gronted tor cxpenditure on
increasing the cutput cf ccneuner's mocds, 1f the production

development tund 1s nct sifficiont;

- to pay offY the roosining 1iability 1n bank credit
granted for starting the prolustion of new goods, for improving

quality, reliavaility @ durnbility of manufacsturcd wrticles;

- to imcreas. wn cnterprisc's own workine cipithl, tco
meet losses incarrcd an heusing wnd utilities, to finwoe
expeniditurs cr the maintentnes ot cultursl and cvery vy scrvice,

ioneer's camps nd other expenditure within the amount provided
p k

in
fer the plang

~ tc svstemitinally form 7 "inistrv's rogerve for
financial assistance to cnterpriscs wnd cconomlc organisationss
- to he pa1t to the superior oreanisations as part of

its redistribution within the wounts groviied for in the plang

-~ for ather purposes in the manner ~nd amounts determined

by the Gov:rnment.

1)} The difference between the total profit and tho'
above-mentioncd payments and deductions, rnd also A part of profit
that is usci tc cover cthor plonnetl exponditure stemming from the
financinl plan of the enterprise is pnid into the budget as an

unused part of profit.
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Profit realisad above plan trrgets is distributed
according to different procedures:

- to pry 1nto the budget charges Tor the usce of
productive asscts and working <opitzl, fixed payments anl interest
for bank credit. This 1s the c7se whern nsgets sccecd plonned
targcts and when the plan of asrke*ing catnut 1s overfulfilled
on the basis of which fixed paynments ~ro moic and credit received
in amvints exceeding tho plaw figar 33

- to pay additional deductions to the material incentive
fund, the fund for =sccial ~ni cultural neasures and housing
construction, production development fund according to the results

of an enterpriso's perfornn~e in ceccordancs with rediced norms;

- to cover overplanned lesses incurred in housing and
utilities and overplanned ~xpenditure on thie maintenance of

cultural and evory day service anl pienecer's canps;

- t¢ pay priz.s to winnars of th: All-Union Socialist
emulation;

- to cover liability in tank credit granted to meet an
enterprise's temmrry requirements in working capital;

-~ ts pay off ~radit granted for special purpose i1nvest-
ments by central bLodissg, to pay ~ff bank crodit grantel in the
process of the fultil=ent of the production plan, to finance
expenditure corn incrensing osutput of consuner's goods, on starting
the productin of new models, on improving quality, relinbility
and duravility of mwualactus . articlos;

- for sther parposec in accordance with the fovernnent
decisicns.

The difference between the total amount c¢f profit above

planned level and the abcve-mentioned payments and deductions 1s

paid into the budget as unused part of overplanned profit.
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