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CURRENT PLANNING AND FRICING PROBLEMS

A retent issue of Kommunist (No, 16, 1959) contains an article
by a deputy chairman of the Moscow City Sovharkhoz, G. Sotnikov,
in which he discusses some of the weak points of Soviet pPlanning
at present. He begins by describing the 13 Moscow factories which
make a "planned loss"} and suggesting that in these cases the
turnover tax should be reduced. A case in point is the "Red Hero"
factory, for which a loss of 15,000,000 rubles is laid down in
the plan, but which nevertheleas pays 650,000,000 rubles a year
in turnover tax. : : '

- Sotnikov also argues that in these cases wholesale prices
should be raised "by ralsing average profits in those branches
where ey are excessively low, and by somewhat lowering them
:*those branches where they are fixed excessively high by the
o «" His careful balance between raising some priceées and reduc-
ing others does not obscure the fact that if a "planned loss" is
to be eliminated, the average wholesale prices of the plant, as-
suming a constant market and no reductions in prime costs, must
rise. This eventuality seems to have been foreshadowed in the
1960 budget, which provided for an unexplained increase of 48
billion rubles in the profits tax (V. Garbuzov, Pravdm,28 October
1959) over the 1959 level. Moreoever G, Sakhovsky, the Minister
of Trade of the Ukraine, recently wrote that: :

"When it is necessary to use additional materials,
or to expand the labor force, some increase in price may
be justified", (Pravda Ukraine, 8th August 1959?.

. Due to the widespread introduction of the T7-hour day, the labor
" force is in fact being incressed in a.large number of Soviet
factories (see Planned Economy, No. 11, 1959, pp. 36-37), and
he~eé there is reason %o expect a rise in wholesale prices in
¥er plants as well as the minority meking the "planned loss®
-which are discussed by Sotnikov.

An example of the chain reaction which an apparently sensi-
ble economic decision mey produce in a planned economy is pro-
vided by the case of spare parts., There has always been a chronic
shortage of spare parts for cars, ftrucks, and tractors in the
USSR, and in an effort to remedy it, wholesale prices for them
were raised in 1959 by the Ministry of Finsme of the RSFSR,
‘increasing the year's income plan of the Moscow Sovnarkhoz by
818 million rubles. But the resultant rise in gosts of the
motor transport operators was ignored by the planners and con-
sequently a number em made a loss instead of the expected
profit. : : :

*SeeJﬁppendix below, p. 3.
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capital investment plan. In the case of factory reconstruction,
it is suggested that credits from Stroibank (the Construction
Bank) should in future be repaid in 4-5 years.

Sotnikov's gttempts to improve the mechanism of centralized
planning illustrate some of the complex questions which have been
raised largely as a result of Khrushchev's reorganization of 3
industry. They also show how difficult it is to evolve a coordi-
nated planning system in an economy where the interests of fac-
tory, Sovnarkhoz -and Gosplan often remain conspicuously diverse.
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SOME PROBLEMS OF KHOZRASCHET (O?ERATION WITHOUT SUBSIDY)

Extract
by G. Sotanikov

¥ Chairman of the
Moscow City Sovnarkhoz
Eommunist, No. 16, 1959.
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~ "Unfortunately not all our factories are profitable. In
1958 we had 13 so-called planned-loss factories. For example,
the Red Hero plant pays more than 650 million rubles in turn-
over tax, and simultaneously for some reason its plan envisages
a loss of 15,000,000 rubles.,

. The, planned losses of factories are partly compensated for
from the profits of other plants, Moreover the aid is often

late as a result of the non-fulfillment by individual profitable
factories of targets for lowering prime ctosts and for profits. In
the event of non~-fullfillment of produc tion programs by the planned-
loss factories, the branch administratioms of the sovnarkhoz as a
rule either do not make up the above planned losses or comp nsate
for them after a long delay. As a result the plants which make

a i;?s usually experience great financial difficulties, =
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How can these losses be liquidated? Raising the standard
of technology and productivity, improving management, perfecting
price planning -. all this undoubtedly gives positive results,
But one must take into account another important demand of genuine
profitability - the need for correct planning of profits and turn-
over tax. With correct planfiing the factory has@great opportunity
for improving technology and organization, increasing productivity
and cutting costs.
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In a number of cases losses are governed by planning defects
themselves. TFor such factories it is essential to reduce the size
of the turnover tax. It is also necessary to change the practice
of fixing wholesale prices, by raising average profitability in
those branches where it is too low and by somewhat lowering it
in those branches where excessively high profits are plannead,

diblicallicing:

i

The frequent reduction of wholesale prices leads to an increase.. ...
in the number of planned-loss factories, complicates planning, and
demands a review of calculations, a change in production and financial _
plans. TIf the review of wholesale prices is really necessary it should
be done as a rule once a year and the new prices applied as from :

the beginning of the planned period. ;
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