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A st\dy pf tho p:oblan of tm1:at'pi'1BO a~ 

ana incentives ill a: ooo.lel.ist GCOQ01tlt• based mo6Uy on 
~ secondary SOQReo of materJ.nl, .t.a tm em.b1U.OWJ . 
task. This it:.self flDCPl'eSf'Jes 1:~. Uotnttw.._1on of i:bis 
teseai'Ch .... ~: Tho RUdV·· .to ~baa~ bUt ~t.tompt:s 
hflVe been made to go. tcto tbe 4eto11s of tho pi'Oblem. 
$G fe&" ao po;sslble~ J1a&tttv ~eseatreh irs tbls area trill 
de£lat.t:o1y ~ Ugtat em v&d.ouo ot.heJ!' ~st.iftg 

.leouoo nle.tetl ~ tho ~oli~Jt. ~eo. tthlch 1m1s 
WO#k baa pZ'Obobly fni1Gd tc>. foCQB QPO!t• . 

D.U"ln<J the n~n wo&"k,. I ba4 uaeffll, 4lGCUOs1ons 
vttb my S\i.pra:I91SN', :0.~ AIY!.rd VJ'ae. Who ha4 olso iUlken 

~be ttollbh to to· ~ugh t.ho Clftft. of my diGDwtation~ 
I am 1n4~ to him f!or ·hls ~ents ond suggssttons 

Oft r:l1f WOft• t lfltl8t G!DCOJ'ely thaalc: *• G• V. RamaDa end 
r_.... ~.tc. AI:W'l ot the cent.re f~ SConomte ~a & 

planning, £or tbe ~lve 4.lo<:nuJslons which 1 htld ld.~h 
them on certain conceptual iasueo ftlat.Gd to the p.reoent. 
voJtk. I am th.atlkftll also 1:0 t-1r'. SU6h1zr r~l<!lker for the 
trouble he he4 tolam to drew the t:hl:'ee scl'Jemattc 41ag.l'f.lQS 
pftSeftted .t.ft thlo CU.~~on. 

~~ft'-rvb'

AHMBD SH.AR PIROS. 



'tho ~Rion o.£ cnt.etpr.t.se nu.touomy Gl'ld· sncenuvos 
An a eoc:iallat eeo~ ts Sn;>O~ in t.me. stutiy of t.bla 

poU.'tlenl eco.uom.v of SOOS.aUsm, maibly because of b'O 

tessone• tm tbo OilS hqd, it .ct~l'nliDOo tme _,le of 

onte.cpri.sos tn a eoolaUat. ec:IODOmY• taklot: lato necow:at. 

the wbcd.e qu.esdou of tbe. ~ of scciallsat:J.on, Cbd 

on the otbelfl i.t nflects tl'&ia role ot central plllDDing 

un4e.r; aocial.Unn vt~ epeci.fic !'dUOllCG to t-ho p.coblem 

the OCO~ ..wt.dGr CGQ-AJ. plaNd,ng feces. VSJ.O\lG 

tboox'etidano 4ftd pleunets vol:kt:ag .tn t.bis ~ hal'O 

uelt104 ~s J#Oblem ot two lGVela. . At. one lovol. a 
; . 

~ of VJ:i~e have eonot.doroo it OD a ~ba.t;col 

p~:olllem, ~ to the mana~r.at en4 ·GdministroUon 

Of the enteJ:pd.soa ODd hsv'o sought c;o~no 1n eeoi'J.OQlc 
' 

methods c.voilebJ.e t.o ~ At. ~~"• thO quest.lcm. 

of ontesrpdoe auto~ .ana incentives h3s found a 

po1J.tice.l ODCl idQOloqicei 41r.lenaton. 

Tho poU.Ucol ~ of eoc.tGUta bad to be 

developed f.:om it.s· D£Ulcent ot.ato 1tDr.lediately after i:bs 
9 . 

nvolut.t.oa J.c Sf1l1 u RWJsta (t:bs pnamt. day usrml. 

Mai'.U• a !dena OD a poe1: nvolUt.t.on society was ~ 



.aufff.cl~ to COJ:a$~ ooctaUsm. The ~ 

prou1QmQ tceoa br t.ba OCODCJallY <b:'«lrA. cha ottent!Oli of 

tho t~d.e~JD .SD4 p18Db8rs. M tbl..o stage .S.tsolf 

t.l\0 ques-.ton of ~r.ts• autoDOtV and 1CQertt.ive 

boemne mo.-o ~#'tonto. VoJ.ui:n.ea of ~1 WOll:k 

e~ em tNCh itmuoa e.s re1a~ to W1o· cole of 

entUJ>r1sea aad 1:0 illCMtlVOs. bc$«l on tbe bae1e 

M61'a.f.&n f.t"~:rlk ~~ quaSCion was t:acllled tne)ft at 

. en 1deola;tea1 61'14 pol1Ueal level tlum at. u economic. 

\1CJ~lw of ~~-~ ~111 etc. l.u t11o eulv 
ctog~ and of Bet.t.elbo.ki ancl Sl:t\G in the-later. dlffet 

~at.i&l~y f~ ·OM enotbel: b\& e.amrge from tho 

eccep~ (ae t.hey ~) of the baaic pd.nelp1¢n 

of ~ d.f.electtce. AU these wdtlnge ~ Jr1Ch 
. . 

of diffe~ pr!or1tieo set b:i tboo. on cUUoa:ont 

1sat\Se rele.ted to tho priaciplea Of eoclaUa. '.i.'l¥J 

quootioo Of cnto~rloe o~, eo-tt tmo emrged 

ll'O:l'l ~he WJ>.t.tJ.nqo cf ~ IADl~ ~shel1sky. ,_ 

IJukbaZ'U, De~lheim and Dl:tls Colao Rornn.l.) have teen 

cUOCilSCGCl in section % of t.be chapter z. ln this 

aectlon \!te have paid special nttem:.ton to the J4eoa 



U1 

of BetMJ.hG.tm and DJ:U$,., ~. theU wri~laqo Ol:'e 

more Z'Glatant:. to tho ~rary ~b:lema of 

soctaltsm. te nave noted in t:.bls ~ that 

,.,hile &tallntt w.l.th tho qnestlon of ent.erprtso 

t:n;~eon=y, net.t.elbGim baa eosoi!Uelly ce~ .~ 

dOVelopmottt of ooctnli~ ?a1uas end the ~.t 02 

mer:ket aelatlon$ 4eYe10p.lnq no e noult of i.n.c:reases 

ontterp:rtse e.~" WhiCh rnay aev~ t.m ttanSS.U.ono1 

syctem to ca.pitlll1sm. iU'US.t· on the otJ'lOJ:, h&s 

ectec:ked t.be inenplate net;a.re of cocJ.sUse.Uon in 
i 

tbe ussR and ot.ber 8lst ~o socJel.tSt countt.tes 
.· . 

whlcb baG bOen 1:.bo. ~ of tt1s fd.lu:re of tba 
' 

poll t.leol oystetn to cSen'JOCZ:'attee · 1tul$~f!, a" woll as. 

tbo GCOJ.10n"U• Tble 41r:ectlvca m.otiel at menagert~ent 

which l~co t.ha au~ Oi! ~he ~rtaeo o1: tbo 

W.ni~ aUcmates tror.Jcoro fwom the means ol produc

tion. By ·~at1sation of ·the eeoJ.V)JlU'' BI!'UG oeetuJ 

alloulng ~ro t:.o have offc:::ctlvo cont:rol ovor tho 

meano tU'ld con:iit..tono of prod~, ~ tho system 

of allo'41n; tho enterp.I'J.sos to t:oka deetsions on tho 

ma~ an4 planning of t:.hO entorpr1se 'ct. the 

~- placo1 J.s def.loltoly non occept.eblo to the 

p.t:.lnclplos of ooe.t.alS.am. tfbe !m.Po~aaco of thO t.10rka 
' 



of bo1m lla\.tolbaim Ol\4 BIND eanno1: be &SC011D:t.ed• 

aut the fo.at ~iDs ~bat tbai~r wo.:da do aot eontri• 

bu.~ stgntf!Oultly ~ ~ actt.W. ptobloms ot: t.be 

ecctftOti'JY• t'ttB management of tho· eco....,. J.e not. 

~oly a ~c:Gl ~bl•• 1• ttes &aeol~cal a.n4 

:POlitical rolevattc:e. aut et.tacbman~ 1:0 JAeologiesl 

Oli4 pollt.tcal ~ ele»n$. does .not help ~ 

the un«erct.ondtft9 on 1)he ptobleras of eoelaU.am. rho 

pJ:Oblem of eatc'Pdso ~ t~ae taken op by lbmai 

at. o punlv ucnnlcal k'Nel 8A'l hi& moctel 1s a 

bdilloart GPPI'O&Ch ·~ 'Cbe ftU4Jr ot the eocr.le.Ust. 

economJ.ea. !JUt. lblt'Aal also .arefused t.o .inco,l'pOI'ate 

1$ho l4$0l.ogical and poUCI.eal quesbtoftO ift hls nodeJ.. 

SOctloa u taltos into sc:count. tho ideas and 

concep1Ua &"Glnted to .t.ucentJ.ves. \be debate on 

incentives lv.t.'Ve ~ bfO dl~tons. 1ft ono. the 

quoat.S.on tthetbat materi.e1 incouti•es ue -eampatible 

w.l.t:J\ aodalist e'tbf.os. ao:!i prl.naiples. has been 

4.1scus&ad. 1n thO othtU"• t~ttb t:he pd.o.c-e.~ 

of. mGteriel. ~vas oo ~tiblo with sootal.lsm. 

t.ne diaeusolODS vo to GJWlore tbo Jd.r.d of lncentive 



moebanian eM· soeio.Ust COtmU"ies oho\114 &welo,p to 

~ ~ ~ate ftlCI~nts of thO ~· The· 

debate Wbother mo~.al ~~vos sl'l0u14 be the basis 

of mot,tvet!On t:o W"OJ:k 1n n soetaUst eccDC:a':Qy', ~ 

matex:tal J.nc:enUvco &b0\114. take ewer. baa beoD 

~e;t et. 1eJ'lgth., An ·GGCUoo n. t.fble ~on 

also COYW& t'lle prob1Gm& JtG1atod to int:eDUvo mocbn• 

rd.SCJ, &\lOb as. the succ:ess l.ctU.oat:o:.-o etc. 

~~ t.a itQpoftaat at 'this stage that. tile quost.lone 
' ' 

·ot en~n• auto~ ud o1: £.=sltbl.veo were t.aken 
' 

t.aP Billllluaooaoly ta Cbe· vadouo refocm 4obat.es ill 

the ussa OA4 ot.bel" ir.ost ~ BOOioUn countn.ee. 
But oDe :taUs to ftmi 8ftY· Gtt.empc by eDJ' .of tll0 thea-. 
.traticlene t:o do~ tme GQCt economic t:olo.Uonshlp 

~· theee ~. sect&on ux oe tho cbapter :t 

·at.t.ompts to estabUsb en ~o Uftk ~ween thaoo 

bto· aspecto of tbe management of the OOOJ10m7,. Tb.G 

ltrak has been fov.ntl t.hz.'oug'h the pteblctm of tUaatmn

ga1$1oft em! aggregation on the one -her:d. end w~t.einty 

nrd dele: f~ a ~ athol:. 

Cbapter %1 bas baerl an atter.Jpt et Weclng the 

ch.lulg.itaq cole of tbe aocrlalist ent:orprleee in tho 

vasa and R&ngaq ovor: the last tour deaa<les,. soct.~.on x 



Of tbl~ ~ tft.QG to BMlYSil ~ qw;t8tA.OD Of 

~'sc nutcmomJ' i:n t:be. ussa pno• ~· soss • tJbe 

'J'OG.I" in wh.leb ~ Nfo~m moosuno ~ ~ 

tiP• A1 t.bough, pdO#' t.o t9GS, VWiOU.G meet:JUJieB tte.re 

taken up to deoe.at.ralise tba ~ of 4ecd8l~ 

mokl.ng if.bo postt:tOJt of the oate~:pr:isas lo the 

ntoracohlcel st.wct~ o~· ~e eGononll7 rernalftO«l ao 

tt. was •.-uer • Gftco.~ mtnox- cb&DtJea by ~.,... 

inq the a~ of the 1c~tate level oJ:geJd.ea• 

UoDS lJ.ko ~ SCWOD$1'~~ secc.ton D bftdly 

takOe up the #t!lliGtt of tho 1mporbant. Jmfoua debate 

1n tho·, sov.t.ee Ul'li.On tm4 e.~ to vace tme baslo 

e~ of ~ cteba:te abtl ·t:o aulyeo it:o weekrtess.e 

~ctton XII enalyses tho •ole of t.bC eaterp.d.oco. lc 

t\1\o poe~ JrGfol'm peJTlot witd\ a GpOCJ.a1 a.~don 

pei4 to ·ttao ~· monoureo of ~om bl'OUght. 1D 

tt65a· Here,. out e~s ha'fe J:eoA to 1:roeo tbe 

iaad.equacy Of ~tra ~oi'Pltl e.=s ~J.:- 1~ ttonlc

ness. Obe fi.rJtls ~hnt.~t cbc:rugh tbe entnrpr1ae:o £o~ 

e~ •o oo:ao e~t... ~.- eeope of oporeUcm 

waD sUll Umited by v.ad.olls lcgel pxov1s1omt., 

The CElXt sectiol'l111Ucntes to t.be proc::et.ts Of 

t mcentraUsat.~.on• WblC)t bod tck~ place :1ft the· USSR 



dur&bg t.bO tJCWoaueo mtd the eatly o.t.u~. tfhe 

~~on& on Hunger:y. wt.cb lol.lol'l a:etaf.rl t.M samo 

~ of histoncal eppJ:Oaeth aDd also ..... lli ~he 

same Jd.OIS of ~.lodiontlon • e.g. pte-reform abC! 

post l'<tl~ ~'be secti«m v -~ \1p.on d\e bade 

nat.u~M o-f tb$ ontol'pd.Des 1n the P#e l9G6 H\lllpl?• 

fte baJJi<: n&t.ul'e o! the entet'};)dsea ia t.'bG pte

refe)J.'m ~GJ:? WSG DO 4t.f€eta1t. i.r= ~t 0~ ~ 

SOV.let:. eatorpn.soa in the p~form mo!el el'S4 to 

GOnte· ~t to dle pos-.,aform U~X~el..- ~ ~; 

at:: aoverei points of t:.t.mo, .at. ~satton Jlet! 

only to the 1nctee.se 1b the autoDomf of thO olddle 

16¥01 o.cvwaat.lons. nut. -tho pOS~Q.t'tn H\lngorion 

GDt.Grprise. tb\l •1• of whl.ch has been dt.tJCusoed iD 

Cbs 11at. sect:~.oa, brOke awsy tO a lcrgc EllCtimt, fJ:om 

tme Uad.ttloncl ~~=• Q£ cene..:ul pleftDlng. The 

-·~ ;role of the ~_#'pdoee, tl.D4 tho PI'Qbleo of 

oa~t. theJrebf', has bc!en ~1Yo1y a1acussed 

in this aeod.on. J:t. also nfleot& upcm ~ proaeso 
• 

of mcentreU.oation wbieh ~ supposed t» 'havo tokGn 

ple.c) in ftlnGGl'Y.- in ~roCGnt :rean. cncolt11 Gt,tont£on 

has l:leen pa.ta to touch upon the opeciflclUes 

GIISOCiated t.~"'ith 1:bo- Almgation GC®O'OY• 



Che.ptez' JU t:.okoo QP tabe. PI'Oblem. of .l~ves 

especially 1:.lu!J deVelOpmet\1$. of 1:ho· l~vo ovstems 

lD the VSSA and lfuDgQ.C1'4r witdl ~OJ:ODCG ·f:O. tlJ9 

p~ eaooo1ot.S w.t.~b oacll ot these ·sy~. OtJ.e 

c:en ao~ hep, witmout go.teg very deep 1Jlto t.bG 

PJ"'Obletll# that.~ in~oe ~· S.n these JtWO 

countties ~ c1t var!otl:s poS.nu oi tJme lmV(:) 

nover bereft perfect. 2eCb il'lt!Ontivo ~· cca&ted 

c llGV set. of cU.fficult.J.ea Which let! ·to plenneJts• 

pi'OOCCUpetion wt th the prQblem of 1nccntt.vee. · !'be 

~diate diStOrtions il'l 'the eeOftOmY' hn4 t.o be 
CoulcL 

!'QmC)Ved• bf'Jfore octa A.. t.b.ln~ of a long te.J:m Dt#a~• 

In tm ussa, t:be n~.: entt ebB 'tYPG: Of success 

1n:11cotoro were cban.ge4 vccr t~eotly. ftia·Jtf&'& 

on tm ono bud, woo· i;tto J:GCt\l't of tbe failtue ot 

tm eul!.- Sl.JCeene l.r:dicat:o::s t:.o moeu tno bo.oie 

·obJeoUvos of itbo ploDs, OPS en thO o~, 1t wno 

tbo demnn4 of tho new nattcmel o'bject:ives .ftadA"' 

thak plco::: in tho plm:l.. 'the rresulf:. of t:b.o 

vartat.1on in tho ~~~ of succeus indicators led 

to the fluctunt.lono in tho 1CNol of cutonomy tho 

elltcrpl'iSOs GJ)joyed. ODO dOe$ not. Jteally {!.tad tl 

~tic tnmtJ. tcrAamo on il'i.COnt.lve eyst:em trbl.ch 



1a 

W'O\i14 be t<leologtcallv nn4 poUU.cally eccepteble 

ln tile l.ong .Nl'l• 
' 

c~tew n aDd Itt combS~ given o alGal' 

. pictw=e .of tho J;COblem of f:~Aqrpd.aa ~t, ta 

the USSR etd Hl;in\'IQry,• ~GS lndlc&~$ o.10 ~ 

met!'elJ' toolG to tlaaO\U'O of£.f.clency •, theV nflec:tcd: 

the pl!tor:t't.tee of the ~ plarm.t.ng euthod~y 

4!:tM the neoa of ~ ()o;:mQmy• 1.'hta pi!O~ wou14 

not 'haVe 'teke.n tbi.G pJ:'OPQrt;ion hed ttio p~ars booD 

e:ble to disaggzoegato tbe plans to tho mt,Dutest dotall. 

Stlt 4i&&J9Cegn.t1on to th16 lev&l il) not foaslble • 

so the COJtJ:'eettvG roeehatd.oms lmvo 'to be appUe4 ib 

those· counttteo to do o\'lay \d. tb tho <~S.atoni.cns 1n 

functiotUn:;J of tho GCOnta.V• To eolvo o~c 

pwblens ecOllO:lic motbOila Gre applied tthich in ~w:n 

blree4 l!llOt.iwr serieo oi eQl;)Ucottonn. t'ba oon:ec

U.on of the incenUvo treehonlsm by chan;illg' the 

QtJXi!iber· of euccoos 1ntt1cator:l and by recJUC1n; or 

inca:ooeinq tm level of· autonomy of tho cn1:orpriso 

in <!~lclDJ• hoc been found to be a ~Gl~ 

pract.toe 1a ~l)o two countrieo. 12lither o. complete 

4epClltu.I:C ftQ.1l the &reetivo ll'sOdcl wn.s ovor cought_ 

mr poUt!.<:al and .WOOlo~cal nmth:Xlo tre.C'O ~iouslr 



oppU.e.l. One nottces the flf/d8 ~Oilftm of ~ 

pl~~s Aft ~1ng .t:.lb ~YO~ eQJS 1ft 

~lttrl abo~ tam ~'t-8. ~,~. ftfoma. 

el.t:.bOugb, was &'adicat, ~ DOt; ~f.D ~ .

apidt an« tm4 • :eeu.n • bl.9bQr levQl of eeatn

lt.satt&Oftt, 

~"he· at.uay thus~ wiGs w ~'- the p#'Oblom 

at~ leVels • .l4eo1o;i881. pQ1tt:1ca1 and ecoDOitd.o • 

wtth • v:uw to ps-csant. a ~zeboaei.v• pict:ure of 

the role of e•t.e~LBeG end ~Uvea 1n e soclau.ot 

~., 



_, 
!t9! ZJ211&11! .Pit'.~~ .AVlW!IU 

1'be pl'oblem of a~qdao au.tt.molf:W 1ft a aocial£n 

~ bee g~t.e.cs aa h';to~ ta'leo~1 4ebete 8114.. 

p.COJ;)ebly, baG dft.WD Gt~ft of 1lhe !Upat. Dambe¥" of 
' 

t.hoO:dU.o~AUaa. wo.dd.ag on poUt:iRl ecoaomy of aoetaUsm 

at. PMSGR't. aet poUUoel e~ Of eoc.taU.am does 'l'lC>t 

fJfiiGm _, tJEIJ olaett than . .,. l.b'ft soclaUat. f.lCOno-.:t\1 in tho 

WOJt14. Ali:.bO~ ~ vae ~ C01'1;>ntbu1Jlve 1Sbeoq of 

poUticml ~ of aod.elllm in .~ eD4 h.t.a contr.t.bu

done 'W4N'8 coDf1Md • tl\6 tAatlding of a 1\QroatS fl'mnework 

aD4 J,U'inciplea 011 whlch 'lsbe socd.aU.at, economy 8boul4 

tW\CtJ.on. au. t.he t~Oieu u the eJrly pel't«l of 

co!Uftru.c\Wnl of soc&.aliA bed. to •ten teem tfh.eJ:e Mara. ha4 

ieft.1 

file qu.eetion of eoterprt.• au.totlOftlY bad t10 plac. in 

&n•s wri.Unga• t.eaia•e Ueas on tme manaveme11'\ of tbe 

socf.alLat e~lsea ea~ be geenU884 foe aa.v tS.-



a 

aQ4 f~PeCO• Mhlle t:alld.ftf OD tbe rnaaageme&* of ente"Pd.ses

~ WG$ rd•B1ng t.o the ,.,_,leta: po~J!'GVoluUon. ped.od 

lD the soY,_ un.a...l tt'W eu'ly ~ WJ:ita'S had the 

View Oti 118ei.D; Ute socieu.st. COaonlV as the &Pti•~es.t.8 

of the c:e.plt&Uet eocmamy eaa so 1tbe queattoa of GtJt..pd.eo 

cu~ 414 no' flrd 8J2lr siOnUioaat place ill. t.hei• 

41tJCWJSi~• J . 

cen.a.tn CU.ecusstou 1ft tt&Q· thirties cenvecs &.#oun4 

the ~st:.loa of feasib11ity of ceatt'al. plermS.a; wtttaout. tbe 
' 

operation of JMI'ket. t"uooa. Mcyelc, llOl!i'llas am fd.ees 

argued t.hat. ·toe a OMlaUs~ ~ to fanct.ion with e. 

CQ#ltrel iled.tdon mald.l\g a\ltbol:'it.y lt:. wou14 be neee$sery 

t:.o nolvo 'mllUone of. equatlou• alnNl~ly.- which 

1IIOUl4 ·~ be· t;ioeGib1e fOJt any pJ.Nmu .• 4 Lellge detu:>nstrote4 

theoretJ.aal.ly that io ~ oedrally ploa.med eeonoasy, whe.re 

means of p¥'0d&tcUon an OVMd by the aate, lt w• not 

•• lit I liS. "' 1 It • il J I J(. 

3. 

v.x. IAnia, ~~0Js.ll.l2,( !!<!!at~nfi 
Shl· !SS:!¥?J!X. HOac:ow • Prog.rea• , year ) • 

For exemple, ~n d PJreOb:rashemllcy. 
Refol' to &. Preobraabrmaky and N. Sukhal"ln. ~ ,of. 
~- (CelWiltat CGntUJ:Y Pnaa, 1952). 't.tenel8ted 
tiY P• Liilne. 

~~ .. :: :CJ::·~a'f.}:fl:-H; ~c: ~~~ 



Deeet~BMY to solve t._ ".UlJ.oba ot aquatloaa• ~, unve 

0~ ~U..i-. The 4ec:J.aJ.on MMJ: OGD ai.q,ly UfJ tbe 

mar-. '-~ t.be, co=-t pr$oce OObft;.-Uon b¥ .a 
. . I •-• •" •. . ' $ . ,-. p.cocees o ~·Let -~ ·• · Lete~r on.· 1Jfben 

sop~catcia ~tva ware datel~ ~ t.beiJr _. 

beoanlCit wt«esp#ft4• ~ ~ the~ ~n COUld sol'Q 

'die *m.UJJ.ons of' equei:lou• in a fr:e~cm of e aecond and 

theNfo~ ~ decision maker uo mo~ ~ tba market. G 

Lange's nlt'l491 J.s o::nfhen 1a qse• But \tsy often 1t is 

taken • ., 'b.ho fift't mo4e1 of a ~alteec! soctaltst:. 

eeonomy. . . 

fte ·eon,cept; of en~se alltollQmY' bas more ot--

t.aken po11•c:a1 eotlUI'i'- ~ maay a thoc>htJ,cl.aoa it is 

mon a P<tli~eal I.~JSW3i: .. a teellmlcal oue .-elatted to 

managoment of ent.eqJr.t.ses. some ·of 't'.lWm .r:ejem the idas 

&.nhQen\ in this conceg-. GS8CH:.la1d.rag i• with • revlalontaa•., 

end some o~ t.t:y to justify it. qu.otiq'J LeaiG. %1:. is 

s~s aJ:gued t.bet, etten: J'AQS.n bad t:ha concept. of 

wo&"lcs•s' self m&MqcemEtat £a bS.s nd.nd. But: f.- l.teQtn, 

t~orktu:'a• · Hl.f .-getntmt. eDd CObti'Ol wae e ~ of cU.a

.nve.U.Bill\7 ~ eMJ~W, #11~ t.heD c Ml".t.o\lls fc=tu of aoclaUst . 
I I d U A J • ·-. l d .• I flf 

1. Oalw: Lange, -otl the sconomic TheOry ot SOO.lelillft'*l.a 
Alec ~Me ~ D.l-t. lilt£ Cat. I •. lf:&Dlt;§ !95ll9!~ 
(Hamor.dswolft.ha P~ BOok~ Xi .• ,. · · J. PP• 9 to. 

G. Oe'kaJ: J.tui;e. ~ ~ and. the Market. • u Alec 
sove orad .o.M. ma:u. cscs. > * £b£4.. pp*4ot-os. ·· 



~- aqeftbaU.*•, '·- ... ,. ~-. when. he ••• 

*Et~GJ'dag .• J.~ ., ... \'he Get.- of: ~· he bad lb 

bt$ ~ tta 1utae4iate ~-.- ~·"' 0~
• couapa.g .....,.e tW.• •• .-._. a --~· eo• 
mar~._ 01 stletel.lstt _..~'pd.._,. AD ~»-• 

Jr. ·~ U.e, ~- ~lam of eattliPif'IM au~ 

•t~ ~ a JOu,-.~a1 .,lac~ ~ lourd a irlpo..-ellt 

.. ... . . l ..,.._ ...... _. -- . . . .. **-*'' _, ~..w.' ftiill l!t .· ,..., p.-ce ., "~·· s.ru .a ~~ .. ~~~-.\'ti=-

._. .• 1 --~- .. ·-·----.... ~1· &ppll«' 
la Yt&goalavta. - t.he· .,_uaUIJfl4. &ya-. Of ~ •we Aft 

it.M WQ ~ ~r aoci.UtA Ghrt_.J,.ea in.~. ~ 

(wble'b be ell$ ~ •.-U,ft motel*) .-. boa· ut.ed to 

uelya the p._alema ...,_1ve4, 4.a _.1\ ~ ~* JD. 

•bo 119bt. of ... poU.u.l ~ ill the. cea,peotl'fe 

eou.nt.riee. lO The •Jo.r ~o.-. which hG ._ ••• Ali 

tha~, ~-~· of ~· otl p.roctwrJt4on lit .,. scwte 

UBtoo tma OitbcW ~· SQc1a11n aounttnes. baa ao• MeJI 

eot~p1Gte4t~ Sl 8F aoctt.e.Uea~n of n'ftil&U of p@uot.ion, 

.. HI ft&.Util4 .... 4.1fll!lliiTt4tiJ< li}.'J;l .• , 

Alec NoVe, lr&t~~GG.IJ~J:··~· 
(t..ond:Ol'U ~- .. . 8 .. n.. 9 ., P• • 

Leida. n-.l. 



$ 

9JUS meane ·t.be s~~ haVill; ne•fec:Uve dsposi"on •• 
t.he means of noct\10U.a•.1# 81tate owmweblp of meaas ot· 

~u.et.lOB loa ._oacu:y. bu-t DOt ad£J.~ f.w soc£ell• 

ae.Uoa. ~s• aelf ~- must. ~ aloag with 1t• 
. ' 

Aeco.aiD.q t» aw..s. the madel fr>llwe11 in \\1tN1avia has 

.made 1~ poesibJ.G, w o la~VG elltftt. •. to·teke·aecJ.sScms et; 

tho wol'k pkoe, wbtoh luUW.e A.u'P1J' ~ coadiuoae ot 

soctaU.satt-., -. o't the 8el1le u., 1~ bas tailed • 
. ' 

•c~epoliUclM 1;he eco~• ard to ld•c "the oemM t.o pley 

a sOol'$nate Oft4 res14uel .11018•13 oa· 1me Other l1iatlcl. 

ku8 · CC!l.i\teftd& that ~- tneJCtols !,110'4$4 tn the S09iat. U'rJ!c;m 

ea4 elfi\Whe~"G:, b&va not~ tlte <nr1Mrta <Jf socla11aatJ.on. 

1 DicUtot'ia1' Gtlil monop>Uetd..c beb.aviod' of. ~be stea baa 

led. to the to£1u.re to d~Uto ~· pollt.lcal a,_t~na.1• 
:tn asence. •hilt. DI'Ue a:vvee tcuo is t;he d«nocretiat&.Ol'l 

ot poUt.J.cs alonq wti%h ....... self maaagemellt OS' inc:c'ei!GGd. 

e\li:OftOUW to the ee-.erpd•as in their 4eelsloa malci.Dg. He 

hol<le that: the main obD8CJ.e 'to t;he process of soc!eltoet.ton 

it1 tbeae countd.ee bee bun the dq14 poUUcal ayst.e which 

•• , ,- •• , •.• _., ••• 1 •• di_IJit 

1.2. Oaker Ltmge. ~ ID. :IJ>td•• P•9t .• 

1!. Xb£4•• P•9L oy tdepoUtleiht.J.on Of t.be eco~ 
DNa meana d.olng away with all ldcds Of lntE~rventlone 
ol the eenval etim.lni~~t.ntlon in the affairs of t.be 
enteJ:'Pdeu• ~he centnl pJAD CJhOuld .,:eJ.r. guide 
~be P~toceas Of pl"Oduct:.1oa rathe.r than 4etertaia: .t.i!•. 

'"• !1)14 •• p.s.,. 



cauu aUaa\\lCll of id1tt wo.r-.e tftla t.be· p~•• of 
•, ·' 

p~ttft!on.. 'lbe que.U.<m ·ot ~toe stat.oacmy, accoatl.Dg 

to blm. ~ mtt be ..- ila. isola~toa. 01JC8 'the political 

eyett.em· .t.a ntoOI*! to iati"'4uce el..,.~ of. *4emoc.rausm•* 

thtt concept. of oo•Jr,Pn•o autonomy •~ttoal~y ~~ 

1'\;G mean$.ag. £seen~ial.ly. DRs bao acl1t8DC8d a mocSel of 

a .eoclaU.st poUUcal ~ ~ i$baU' of· aa ~ 

.. tMOJPOZ'&'tJ;og the p.I'Obl.tm of Gftte~1ae &llWIIOlDY•, W'h.t.la 
' 

o1V1~ · t.op ptio#l:ty· to ·~ausm• et ail 1\Wes.e. 9&\18 

· bas tmden)kttJd the p•~oal p~eme Ol' .mi.U'1egemnt.' •' 

Gnt'.$~80$ ih a· aoC!elJ.st. ~ ed· altO dlGCOW'lt.O ~

&rOle of ~ plenn.ln;. He dcMrs •• lleem too lite ewan 

ot the f~1 p.r:oW.em ltld.Ob ~ fJOCie.Uet .eccmomy W01ll4 

toea, w.lidl the .i.Dt.M~ of won.t'e1 aelf ·maMqG'1'r.'&eDt 

of etJ:t.erprJ.ns of tl\e 1tJP8 -~ 1ft -.9oslav.ta, to ·t:J\e 

,,.,. of ~ntr ena c:haot:J.c p.r:od.I.&Ctioa pJ:OC:e$8 wbJ.cb 

woa14 .resultt ·u 4J.ap10p0rt.io~11t.J' among t.he var:iou.e 

b#anches and. sectors of p.ro:t~.15 tfbe ayetaa fo110\d.ng 
tG 

BJ:Ue• a l'GCJde1 will not. 1:ae fno fftm the tvs.cea of. capl taU. au•. 

•• t 

15. 

4£. 44-A _I-t_' f_ T l .... , ... 'I 

r4flu.ri..ce vobb, 28. ~-Dire a£~ntt.aC!QndOD• 
Routledge cnti K.egan . ·• · • P• · ~ 

The pn'blem of d1sPJt'OpOJ't$.ona.t1ty aaong \'.he \f l1:"1<N& 
tttancbes GD4 seot.ora of prcduetloo. the Cl"ellt.ion of 
a noorte 9 of lebou.r, camargeuee of rJ soe1nlly 
•unacceptable ·. ov.tpq.t. av~ • l.41 ns\IJ.t.t.tJg from 
c chaotlc pl"o4ttftion pr:<20ess and private O'::lt'let"ehlp 
of means of p.J::'04w:tJ.on, are ... Of the •vica• of 
cap1talJ.~ 



' 
.,,_,. .,... Often a\wmpts 1t0· bdng -.. CIO'*RiOJJ Qf 

Gft.t,O~:prise .·~· into t.l8 ~1o91cal fl'~. hom 

~o;ica1 pot!$ of view also, • ooa~ bas beell 

naohed _.a; •uioue 1;heo~a• on ~1e J#Ob&em.. On 

t,be one hfmfS, ,.,._ ba'¥c ..,_n at.~e to J.l'eject ~ 

qaesUOA 01 &QdepeftClen tuncu0btll9 of ~,_. £a 

~,eat Oft the othel"t 'f'V£owj $0'bo1GI'D _.,e Vl.S ~0 

4GYo1• t.be tn41.tionn1 ~-b~ old ~telW \U.I8 

til to Ju.stiiY ~eqriae --~in e aoctaua• GOOIDilY• 

Ill Qe· .U.ne of t.be VM.&Uoul early Mae'atats. 

Beti•lbelm be-8 tJ.Yeo :t:llh'e at-~ tt.t the .W.eolo;&.cal 

side of the p,robl.em., m ~s to develop hie ideas 

•1•bin &u a118l..,.Uoa1 ~.rame.a.17 He starts by 4Uf..

Uat.&nv 'deeenuaU.satJ.on.' fxum 'P~ 4~~ral1ast.lon1 • 

".fhe cOt'mJOnlv accapted t.e#m ·~ruaatJ.on• is *p..SO 

decentraUaa'tioa1 for ~t.elhe.la .. whlab is ·~ otmeJt 

tihan the pflt.oraUou ot the MGJrUt. mechanism aid u.plyJ.DJ 

tthe.J:'eby 1d1e al)a~t. Of s.ocl.a'-1•• plannin;• 18 Tbla 

type of 1paeudo-decenveu.satl.on* bae t~een praeU88d, 

acc:.OJ'dlng to b&m.t .la all the Ban Bw:opeaa • socW1et1 

00\mt.ri•• en4 the ossa. tihile Bntelhel.m l.a oppoaed co 

F •. t • i ) J 1 P •r • J • I 



such type- 'p ..... eoenvaUae1U.on• be eoncadf!D 'that. 

... Vlrt.Qea of aooJ.aU•• ph~ haVe ~s baeD 

•o~' by *over:cGt:raUMUoa• Of the eoonomy.,19 so 

the •c~..,uaU.saU<m• wbtch he feels fteCieSSUV fo.- t'rm 
procaeas of socle.Uoation .neecls ~~ eat>lenat.Ha• Ubile 

·• . ~ .. 

OD the· one haad, be .ceJects the Whole· Uee. co~ed An 

tme wn ten:t,wprlee .e~*r~ • the other. be w~ • 
J 

•etfeottve ~\ion oj· the pJ"oCi\lee~ro ewer the maos of 

ntf-A··-•- I.!!L..A ·.., .... _ .,.,....6._.1 10 ~ f..ol'I-.1:-••• . .A• · f ........ _ 
,_~~""""' .__ ~... p.-.~9 • ..lr;;l ~RlUi ... WoiUI 0 ~.IV' 

.-..-··-- ~ . ~w.I!IA·"-~;1...__. ..~ ·-............ _ .. ·- atl... -'II ..... _, w....... -wr ...--..w·~- ·• ~ ~· ~ •·yS\Uo"'O v.a. "'.u~ 'It 

hbo\ir:* CGJl· CCtflle aDotit•· a~ing w .aet.Wbeim. by put.tla;J 

o Utnit. to ~ tmtoiiOtbJ' of' ... •te.rpcises l.a ClGOlei«l 

tnaki.tag ea4 481' 1:0 clay Junctton.t.ng,. *·' 'fb1a can be domJ. 

only by auel'~Qtbeaibg -~&"81 plarm1ng aiJd not b.v the 

eppUcat.lon of t-.J.t :manag~' md.els. He a~s that 

in t.ho ~a follOwi.J¥3' the • self maneoemom:. rxodel•, 

the ente:pd.ses an l~ ~ eaob other ),)y ~ty 

relst.tons • cba~istio ol cepi1;4Uat .-at£orla of 

pS'04uct1on. Xn an Ue&l soohlis~ GCOuotftY* the U:blc 

~-- t.he 'PJ:OducU¥e Ullit.a• •bould bo ),Jailt uP throtlgb 

. wol'k. Tbt ~ty nletions d.I.Y14e ~e wo~._.s 8114 

'f(@ -~~-n(J! J tb jfQ¢ •• J ·-·· 1j[t'J 

1t. lbl4., P•il• 

ao. Xb14u P•BL 

21. Ibt.4., p.sa. 



leaves them Oftly .tn cbe .t.Uuelon of 1n.a~r.dence aa<t 

:eu~, oim':e -they car:anot hBl.l.y 40lainatfti the use of 

e!t:he~ tl\t4Jt raeeu of pl'Od~ or of ~ ·PI'~ 

s1cce tN.s ia_ltaelf 4ondM'tect bJt ~~~ S'ela~toua"•2* 
What ·settelhe.im teelAI h tiwt, •it La ~ menagva ot. 

~e •enawpnau• wno haVe the ett.U•e pOWGJ" to d.S.apoae 

of ~- 'mafta Of p~' antS the· 'pr~s• Obtllined 

-~~Q.Ob the O'PGfttiOD of 'these maans by· t;b.e. wcurke.-e,.21 

While deaUnc:r w1t.h t.be question of ~ise aut~ 

aa« 4ecellVaUS&Uon, ae•t.dhotra bao in IUs mind, a ~.,_ 

ai.UoD81 ~ ., en ~ .bl: t.l"aneition fl'om oap1teU.an 

to aocLaUftm.. St.&Oh a 8f'"«a ttldd.WU element.JJ ot ~ \ 

cap1tal.tars aa:t eociul• ead ~he nlaUve atren;tb of 

these 1:wo aet:.s Of el.emat.a a.ttiJ\dM• t.be 4f.teft.lon of 

t:be· syete~,; ~ito Will ta)(e the pa'tb to· sociellsm 

or "111 ...,.n t:o capit.alltn. Maedlog to ·set:t4lbe.ta, 

\he lnt.roductton o! c:o•..xtLt.y ~Mk-.tone ~rd '•u•ono., oct 

en'tte#pcoJ.sea• 1ee4 tO a~ Qf ~e eapltal~ 

Glement.a end 'Um8 may help to n~n eapJ.telL-.. 24 i'O¥' 

b&m *~dse a\ltoftOmJ'• .t.a a ~&UJiUonal- C.'t890¥¥ aad 

.. _ b .l • ... t l l liilfi.L -·I. J s•· 

a2. wa •• p.es. • 
.a3. '*•• p.ea, 



•' 

10 

.11: 4oea ~ fti'JI 11:1• place in t.be poat. --natuon pe~iod 
lfben t.be •en~tses' Qr pt'Oduct;lo.n 1.111it.a 10M 'thelr 

ladlYUUBlidenUt.ltta oad ~ me#Oed wttb 'the socin1is~ 
. .-..A ... _._....... .-....... 25 prJoNi .... ....,~n p.""'...,.~' ·· 

Md.lo ifalW1q oft f.fOn the J.deOl~ pllme, ~1\6tm 

baa o?01t1ooltfd all the~ .pr0b1Gmn. • pol:t~ical ae 

well as ecoi'IOn\l.c • of a ~l!ll.i.$1:. ~norny at.. the stage 

of it.o co~oa. He baa en We&Ust.lc vA.ew of eoc.tllltam. 

1'h.rottgt1o\lt I'd.& l:Oolt thoJ'e 18 DO mention of the pt:O'blems O! 

e~e, ~h. 'teebn0109lcel lriaolcwaldaB•• e~, estJOG.l'i• 

tAd. wi't.h al-l 1Ule. aocieUaa cowt.d.es. H A a..S.._a defec:te 

in Bet:tai~a enelyeis '" hia tcteat.if!cauon of the· 

-.rket oateQ-.tes tA a cap,S.taUat. ~· with the oount.er-, 

pan J.n a ooc.teUet ~- He has foiled w un4.,.stan4 

tllat oe.t1:ain cauvorJ.u. ehiU:ect.aisUc of cap1ta1i-., 

chacga cheu socio-eecmomtc ~ G.$ tba •r.um peases 

enm --~- toWBJ:'48 ccaraJni-. Wi'th ~ ehte OW'DUShtp 

Of muu of ~on 4w:.irlg 1Jbe p~se to ~_, 

the •muat ce~ori•* and olao en~~s play a ~.ly 

dUIU4iJJlt J'Oie. ~ •eu~M1 1~sel£ .is a hl&tol'ical 

c;a~ssmrd!. 6.\.!W_.t pez1ots of 1ame, unao.wr 4Uferent 

u. lbS.d.. p.2l. 

26. Alec Rl\te, a.V, PP~t1D-JO. 

21 * v • CheRQ\fet.&# -:be bterprue b the S;retaa of 
SOC1alle~ leaiel Pr~n.• £a ~a. !f ,f;g?!'Rm!qs, 
Vol.~%* NOtl.O, Peb. .19$0* P•'• 



11 

eocW .-J.avraen• lt. has ~ 41fferatt. ~t.e~ so 
tbe -~ ot ~ 4!rllM~, at£. a. doe$ . .- '-lY 

.-lat.fi.tl'lft of element.e, of capltallet 

It\ etf~, ano ert4 ~~h&im ue at. J.ogqer beads 

while deallt)g witb -be ~·· of ~J.se au.~. 
Both of them~· fn• au.eat .. ~s erxt nelt.ber bas 

auo:cede4 in s>.mY14lnq eaol'¥1Q1lo au.bmteUatton to tale 

theOay t.aklcg into acoount. t.he pr""'C$1 ~emet. probl.oma 

of tbe socialJ.st. •-ei"Pd••• ~ u.,a11d.:onal f.ramewodca 

of et.\81ye1a, lllhet.hV' baeeS OD mocs. of pnodutt.i.on Oil 

Maplst d1$_,.a • taJdag· tato «le'CC\lllt. ameJ:Vlr.\tg c:cmtre• 

C:U.ct.kme between *be p~ai.'Ye ~col baee 8ld t.be 

old ln.Ututtonal a.upernru,~ 2! have ful.a •. _, a leqe 

utetlC. to J;f#J:I'IS.. t\8 a~ VI the at._,. of ~be· CQ119le1c 

.P.-octiJS of ~ng Ule e~ ad t:.o ~atan.d tJlta 

&a•uee J.sol\'$1 w11$b t.be . .l.roJ)lemeot.a.tJ.Ol'l of etmt.r:al' plaa

a189• Tho sbo~eotd.J\98 of .tbe VGditJ.onal f~lc of 

enalysla be'fe lrtfiYct eeonomlfta J.l.ke JtUDa1 to at.t~~QP't 

• 4eve1op e. ._ ~ of l\ll&lyae, With ~ve 

uee of ·the tWat.•. t.be0l"168 ...,_ bas been able to ahow 

&n«slt.eJr.aa'U:ft ·~ to C'1G pliO'blGms ~ wi'th -~ 



ll 

Q\'~Uaatd.on ol t;be ~· D 

K~ b~ "P bia no4el by cUv1a.ton of &ffe~ 

pJ:OCOsnea of the e«on<I:'Ar 1.nto &'Gel u4 ~1 sphsns. 30 

The lttate~1 an4 pbrelcal p..-G88 .like p~ 

v~t.ioa, con~on etc. fell J.nto t.he oatevo.r:v 

of ..-1 •••• Wile oonu:-ol cp~ t;Ues. into a~ the 

~~ ~ses lJ.ke ~attoQ, lhf~tlon. flow• · 
i i I 

· tlGciston pr~a~ a.Mtelon •J4.ng atc.t. · 'l'btti ephml:'G 
. ' 

~~~aU the ~.Wblob eontnl ~whole ~J'• 

S\lcb · conti'Gl DtCbenitma can be dtni~ehed by· tbe tY,Pel 

·ot· Olti~OM to tbm __..,~ ~ .i.~.lon ~~ 

the ~v1~ nau e.nc!. ·tt.e ~V$UGn to wo:rk. 31 

Dif f~ eont.lt'Ol. rtsoclua!d.:fltDii wodt .in ell ecoJ.\01tltc #Ystau 

Gimul.~ualy (thai%' ftl4t.lve llt.nugttut entt t.he eaope of 

operation may 'fl&q de~g QPOD the uv--.) • $lt.lwr ill 

parnllel 0# with .uff1dent ~ of overlap. ~~ ,. 

4ecerat.nlf.Ged stwctu.ewa~ the petee mechald.a-n .t• pr~DilAt. 

aid .aat.s aa a s1~1~ qst.en\ for c::onuol. %n a fully 

~lised rw~ the CU.~•• ..,h,ud.om pt:eVal1s. 

P.d.ee atad 4-becUve mltchaniams are ~e.ftble to the 

...... -!ill •. , •• l' •• il. 



~l ~ srt~t• of t;Re ~-- .atG~~y.32 Bach 01 

tbe&te ~ bae aome cemtarol ove~t the Uft•JHmt e..,_ 

~ o1 tbe ~ •- tm.e_r n~ a~ e. •blgtl 1we1•. 
~ey may 1:1e total-ly ta•aponaJ.Ye to the ad.aol" chatltea 

· .flD4 may J.ea4 w tU.:ato~ .ia ~ • ..,_ fl~Dctf.oURt 

o£ the ~ .,~. so .- haa • ttde _.,. ol ot.1'ler 

meehaalame ~ ......, to the mf.rJ.oJ:" erd local clvulte•• 

LUce 'he.~ aeft'OU ., .. .., i:bete en a..a~. 

CQJ.ltnl ~-- wht'Cb OU'i !.Je ded 8A4e bJ' al.4e wi'tb 

't:1le ~ COilttrol me\b:de, ~· CIOQUOl i~Mlt 

le ,a. •COJII;p1a ,ngula-t.olt1 and COMlate of ..,enl .-h• 

au:b mec:balllsma., B'Qaet baa t:.neo4 tom fc>1low1ag 8Ub 

mechani-.• 

(a) ~~.~a.t'"RD~IM.S.I&SI!l!k• ay ObM~ViD; 

the stock poait.lc:m. 1;be ental.'su:iM caa malle JWCeaa.q 

e4J~u, by, way o£ 1\'JtdQ.CI.a; pJ:O«\lCUOD lf t.b..,_ eld.sts 

ovua1t0Ck or by .4ocnaeil'ISJ p~ £D e. aituatt.on of 

.,.,-.tege, 6DS. nacb 'tbe 1.ve1 Of •equ.t11wi•'• Bach 

lim oaa 4o it iftil~tlr tmd oo 081ltRl ~v• :la 

aeceseeq tor t~at.. 

Cbl -~-Jlda.ri!Qs .. ~-Wa 
ISI..U~ A diftft ftlet.ioublp bet;weca .he MUWS eat tll• 

a1 t ~• sl· • c u a: :t • • ,. . re ·. _ •r • r• 



buyQJ's call; be· -bt; ebOtlt by e e1tltdenlt end dllr~ 

illtw:mst.toa ~·- ~ cq use 1ofeerr~ ac!lV.Us~ .. 
pnll.adoa.ry atacueioM abC OJ:tJ.•e• w accct:r.PUab 1:zbat. 33 

'thus t;M etltOilOD)~ GOJ!tllo1 is a *l<M level meohald.••• 

n. ia •ti oDly looal in ~aet.GI'• IMt also gov~..S a,y 

<tbe attreo't p.&"OiUcc aa4 tbe consume•• lt. .aatAlmU a. bigb 

lev~l of team WOJ"k end coopen~ omon; dlffo#Cnt: agent.a 

of t.be GCOl'lOl'lt.r• ~- d:JstP:'f'G.s t.bat ~ftcatlon of 

dtffer<;nt. ~t;: e;ertt.e wi'"' a .Pf,U:t.lCIIler ~lea 

4Gfo1ops an .tateJteet.t. fO# t.btt·· welfU'e of 'bbe ent.eJ:p#.lae 

cw O~VanieaUea emono t.be!a. 'lhls motJ.vaas t.he ecoJlQmic 

G9eJlt.G ~r WGrk$1'$ to ~- Wit$ Gael\ othel' Oft4 m&U 

eva11al:Jle 'the· aeeaasuy ~'tiom!J f« each ~. 'l'bla 

w1U not. onlf lower tba adtU.al~at.tYe end inf<WJJ~aei.Oft 

· co••• but. also .- pn~~~ mowe eflic&.eJ:l1!.. 

ttere .ls a ~1 of ~c nmD&g~t fi'QII JDmat, 

WJ\en ent.e~.dSU play 4 Vert ~Jlt; rola; £D -=e Of 

being oll<W*l to take .U. .,....eat prod\lcU.OD deoteione 

aftd ~11114 use of ~lee IDDOhel'lia in a GeftUalll' p~DGCS 

aocleliat. cc:ro.aomy. By this be· baa ..- &"Ul.S out the 

MCeaai.q. Of d.i.reotJ.v• ~-. 'fh.e Clllval aU'thOd.t.y 

CUUl intutJ.Neae to COn'ect. tm1' 41~on cnated by tbe 

ll)i' I f I I • P 1 t Ali4 -.a ), I I r• 



ptice· maebat'4• (~ plep a a~ndaq mJ;e iu ~be 

cenU.lllt plrm~Md eco.ao ~om) o# by - lldeperadflllt; 

fuot.i~ of •he -~••• fte spst.em. pi'Q914ea fcnr 

·~ • ~~·l.i'O:a .a.l" flaot.utlou S.rs thcJ ecoDOmlc· 

act£v1ttu, ~ •• be ma4e _. lJr •he nduct.ton of ·coat; 

ill a4mloi&UQ1;ion ord iafcMV8Ucm ~-· M 

~·e model is Juatl DQ\t. • model of cm~ria 

eutol'JOiay • J.tr. ta oae of a~o e~e~.. tto aoos 
.- bave any· po11u~ o:t tct-a.o;1oal coaa14uaUOD• a& 

'the. model .,. 1M!l eppUect • a CGPitaJ..ift ~conw· as Will. 

Hla pPOC~Uon witb the uu oB ecoftQmlc: •tmod• t.o:: 

tM: ranD&~ of ~ .. .,.,. has lot• ._,. o:f Clw poUtt.cal 

qUGGUOIIS .. .l.m'Ol... ~. !fbe cboice Oi d~• 

Uantlon 0¥' Of aatrali&a"ou btl& eleo been a pollttoal 

prolde .... .._. ~ an ~c one tt10DG. so the· mere 

tiOStcmtiat:.ioa o£ a t1Dft 4ecentnUeed ~ 11i'h the 

help of ta\e pnnciples ot 1«:oM!Ilc ,at1onaUt7• ard 

ab.atl:aetl mocse1 b\d.WDVt ~ ,_ conw1ete b it.aelt. 

One of tbe moet. ,lapo.RaD.:tl aspects ot ~ • e IIOdcl1 

J.:G aaaoctat.S w.lt.b ble concept. Of" •a~ 0'H1tl01• 

F$ ·_lll«t.IIHJ •••-••• _ .... lillal. tL4 \ , .... 

M. !bid.. p.sao. 
3&. His bade coneern wu to det.t'te!t \be· ~ towc:u 

0011'10» to all developed ecoaomlc 19f1Jt8m$ and to tumlyae 
~11: An~ot.ion•• The syawm of --.reblp of maau 
of prod\1.0.U.o~ ctoee aot. etta ift't)Q ble model.- so the 
moeiel. can. be oe.lled tftfl fNm political el't1 14eolOJ.l• 
cal conel.dent.ions.. · 



wld.cb hes bean dtscaused YGJ!Y oft&tD bF naa;r ot.bmr ~ 

4;£d.ana, tNt. fJ:CD e 4tff...- augle. 'ftle. SQC1e11at er:oftQft\y 

is not fne fr:otn :\he ·~ un~rat~e••. !S KQep1w 

tbla. Ja mlntl, t• .ts ~- ie1t J')8Cea~ to havo sane 
level of 4elegaUon of ded8t~Jdaq J)O'A&Jr to love_. J.e\tel 

t.mit.ll tc) ~ tb~ let'Oo ar-.m JilOVO' ~ly .... ~ too 

ltUlCJb ~ 4$1ay• Wb.-veJ" ~ ·~ OCCNI"a*. 31 

.. Xt ftD. e~ys ba .~ .._t oi.Veft cel'td.tl ~•· of 

~~ t• dec.t.s.lOa malcJ.aq~ .·tbe· ~1.-os Will .,e in a 

pos.t.Uon M #Rot rJNOh feat$# to O.Jll' eh$l1f~M ift loaal 

C:o~a.ouo ... 1me; .~ autbol'lt.F•. trocen&trrby 1'!18kaG 

tbe c.Emtre.l l!ecia19U .- Jti'Ol\8 1\0 p.rotuce bkf· Dll«atekes* 

w~Ule the ••-=-~Uoed 4ecdeione blaed on WJee&:"tain 

i'.OJrecaste u-e .,._ J.~1y to pnd.OC$ uauy smal.lu Dd.at.akea 

whiCh pertly ot•ad each ot.ber' • lf:l 1'hls er~t !avoudnq 

deceJltreUae4 i.lectel• ald.ng ce:nno• be accept.t ·OD die 

g.ceund ChatJ. .t.D~ ()' o£f1J41tt.lt'1f uob o~r•s mtetalr;u 

tba •CCUtrNl-.4 effect• · of ell 1d\e =.ncu: .S.stak.ea may be 

at.t"QDif enough to pi'Od.uce a4Vetrse J:esulf:IJ t.o the pl$nd at 

the macro level. 

I J. 1 Ri I 1$ II ~ ,..,,. • U d I' I _ , t 1 '!t ... 

~xoo:·~--~~.iifsft?~~~mms 
Leif JOI~tui~ 'f!~9~Wt!!~t1 V"ol.U ii'ia 

lb14.* P• DO. 
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0£' ~the ~ _,.els t.US~NSaecl abOVe,. none of these le 

CQn\1'11et.G 1D .lt..U. ~ a soclaliat. -~ sh0\d4 

go fOJ: hl\lbU' 4eereo;-.raUaU. rm wbatt ,cole ebf:Nld ~ 

ent;GI'Pd_. play 1ft the ~· CkUmOt be ~m&n.s 'b1 

the poUtica, o.- cuta1a eoonomt.e pd.rtelple-s cormeet.ed 

wi• tbat, ~ alooe • -. llr' a ~~te e¥el.uatton of 

'\be ~s..._ fnm .all eavi••• MOst of •be ~cal 

works 'have iaLJ.ei, ic W• n;ald. Most of the t.taeo.r:GU• 

ciMG: v~ OJl t.bta issue •• ~ bevc e 4et. ·of p~ 

conc-.t.vea pncqottlea. u. w·eareDCe . .f.n prio~:ities hf.We 

ot~ 1e4 to 4ifferences .tn. opl.niont eJ.eo. l'or s~:us. the 

P¥"iodt.y is poUttcnl clemo~cy .. tw --.ulheim it is t.ba 

cona~lOn of aoai:e.liat. vaclues e.n4 101: ~- teOODQm.lc 

elficienay. tfhe. 41ffercmc:• itl t.be.Lr opiA&ons ~ evident. 

l1e bas beon: obsei'Vml tbat .tn JD6Dl1' a wt'id.Dqs., the 

C01'1C8pt.lt teat,cqpd,ae C\1~~· and t~t SO\tOnJ.~:rt 

an being teleen ae .l4enUea1. 'SUe often laade 1:.0 sed.ows 

tbeoreUoal coufustcm. An tncceeae in ante&'prl.se a~ 

hla-.s t.c. a pJ:OOtas of ~tion 01 «ect•J.on-meJdbg 

power:, fran tbe ceoval plalmtn; .a\Rbod.ty to those lowu 

Gown the bierateby. t~hlch nay to.clwitt mauagen Olr even 

~o.r:kei'S tn 4S.tferentc pmduct:ion u.nit.s or en~sarh 
con~o• eoveni\Jilty is a QC)rJ41Uoa -Ul. wbieb the econo:ntc 



system is ·<JOY~ b1 wom..-,• set Of inter erd J.uro.

~el pnfeFGm:sea. 39 ~e. this :la 4enotttd _. ~
•• "dee~elleeti.OA*• in ~et. w.t•n •cSeconoent.raUora' 

wbleb .-fcs ·- eata~r1• e.GtoDOftlV• 40 COfteUmel'a• aove. 
..t~ la a..t.e#l4ne4 by •e comiU.Oas of we _,.~ 
so.-s, ilba 4lsu.lbuUon. aai ~ pdCJ:& ~ EYe Qlldu 

the: oame cond..tttou ot ttct~ld.a9• t.be p.t'd-.caa of 

tbe co~• doag With •he¥ market tOJ1:es ·te:F play 

Ufteren~ IOlea.. CO~' atW.-Vft'F teku a poliiJl.,_ 

ecorJOI'QS.c tosua Gad ,. doh $Jl 1deo1og1cal content • ~s, 

e~r1t~e a~ w:bicb ts #elated ~ the 4eetdon-mald.ng 

· .eyetera' ew4 plu.alq ~· uoc:e oftea tekee e ~el. 

form em ts t.ts:DD aa en ~eattonsl problem. 

The tl180re\l:Lcu:ll dobate on the qGe:ftio.n of. ent.ea:p,rlse 

&\lt0J'l01'0Y tGkea a. d.Uioren td1rln 'ff.tth tbe t.mroc:tw:tJ.on of 

the OOJ\Cepte UlfAt • £rl4epeldQDGfl* or • aapant.eneas • of 

an ent.etpl'1ea.41 swm ategO~£b. ba"f'e c:oma $.nt.o Pe very 

fhqu.ently in the 4Sheo~l 41JMN.sslo~& ill the SOViet 

Un.ton. •Ia4qd4enoe' 01t •aepara~ao• Of ao .eni:erpd.M 

,.., - u u .a a 1 , • J .s n , • a • • 

J9a :i. JJe1~- n.ta, P•1Sl. 

40. Ibt4.. lh 181. 

41,. The u.tes o.f s~ll ca~;onee U"e· fou.nd ln the tt~lt.J.nga 
of bn.b ~ and !:agel•.- ~ CQ"q".iftg 41ffe.n.m\ 
~1ngs. · 



hau beetl 4e.flned •• • GpllltJieliaeUon of P#Qduct.ion aeoton 

aa ~ unity of epecl.tio •ans of pC'Qtluctton an4 1eboQr 

powe,r~. an. 1mo early eta9• ot JINIJ4£B; ot .nc.lal.ta.•a 
0RdU1lY• witlh the 4eY8lolPJ2*11. of PIOd.uCtlft fOrcte$ ai'J4 

~~ coacea-.'t1tOD of prod**'oo the cud.e~ ~ 

log.laal t~c:unt of ·tJhtJ produ.c:t4oa units he• to be ·~ 

'tMt aoo•ncMla• ~l'ata.ve ftlatJ.oubips wl\i.cJa. ia 

-~-· ere m&rl11edetl ia. •a•aociat.t.ona• or • U:chao1.o;lcal. 

p.:odw:tt.ion ooropleuo•. 43 The fonatlcm of ~*uc~on 
eom,1exea end. a~Uona Aaona.aatJ tb8 social C'hanatu 

Of le~ ODd ~.Uon ~sa. fte CNU_ald .... mft 

ot the pn-ntfOilll t~.otans in t.he fiNes Qd eiJd;tea 

ezvuect that ~---~ rel.atlOIUJ CJOlllUnue Glltlelr 

aoctal!-. bGt. GOCSer .... aw soo.!al welaUua of pJ"o4uct4on 

ooqJJ.ket 4tff01'ed social con--t... t'Jte al.tence of aotd.al. 

ownel'sblp of meeca of pi'Od~ u. eppUaaUoa of the 

pane~ o! ~uo cetJ't.ftl11sm 1ft t.be ~eraent of 

~- OCOl1Clll7 and the u.ae oj Q&tional .-nomic plcm chtmgo 

~ eb~ Qi •.-aod&ty mo•wr nld.i.Gd' CC~m.Pletely. 

so ~- *ecOD:m\te •e•u:·aUOn•' £D 'kbe socioliat countrJ.ea, 

a«*\lelly• is a nle~ive coace~ and the • .bdepelldem::e• 

'., • .. -• • _ • p r t • • _ • ., • r '·-

42. v. Cherkovets,_ n.2'1, p.$., 

43. a. o~ tl fmt a detGi11ad dl8Qlad0l) Oft 'p~ 
Uots aasociat.tone• al\4 'technologtcal ~u.ct1on 
ccmpleaea•. 
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ot ~· cm~LM aet.a ·llCI a baaiO ~ 1.blc la the 

e-.P1U p~on. aet.-up .• 

The 14\ea b&hind ~· ~\1Ct.l011 Of SlCb J'J81t cat.eoO

rrae ts •atl!' to fttlonalt• the BU\t.e poUet• t.a t.tt. 

·~ells~ counW&es. Buts_,. atotem.Pt• at ~col 

justUloattcm or t.be psroee• of ~Ua\1011 £D U. 
' ' 

sov&Ert ~. eo wo11 es. £n the· ~b..- seat ~ 

aocLe.Uet. ~·· 4o ,Jo'ti Cl.bOh t.bo issue ael)aua upoa. 
' 

The· maiD ,_.. l.ftVol'f'ecl. atlll e.r:e w~ OJSe: aetce.Pt• 

'taken e Wfennt. a<Xd.al coa\ent l:'lraee4 ·OA. aoc:lel.lat. 

~· '81l4 pd.D.Cipl.ea; cud the~ ... ·~n4eace• of 

the oate.t:pr1Sd la: hO~ puG· ~~ c::ttua~t.Uc 

of a cap.tt.aiin ecoaomy. ht1t. • • #elat.lve lr.uteptmdeMet • 

·~· 49bet.es ~ ·be . .,..tle4 et a ~-1 level. 

one has w take into a~ the Glf:PGt ..... $ of the tfiJftoua 

•ocd.e.Ust. ~••• ~ peUcd.ea end 'the ·otta,.ing nle 

ot the eatWpriae to· berfe a p.copor uade.reteacU.bq of tbe 

que·at.t.on of ent,eqdae a.~ to a. ~at eyetem •. 

A11 the raodela 814 cozu::~e d.tecu ... • eu on the 

question of d~Uanion ud e~aUQtt• autoracr,r 

~ 'the .exutem::e of e caua1J.y plaftne4 ~ with 

ftat.e ~P of means ·of pi'CC!uction. Cklt;Rde the 

••~ of omt.wral. p1881'lLft(f the 4ebete ••• e dUferent. 



fo=. The J.deao ot Nelfon ~os, ebtl tile 9Qilora1 

equi1UQritJ.U ~q the~# an be1Dg \10GKl atensivol.y 

w pJ:OYe tilst tho ~tt.t:~o maz'tco•. QCOIIOldY· io thO man 

effic&cn~ ~ flYS~. am hence the ~Ueaucm 

of aecte.t~ is eJ.ve.ys 4Gultllble.44 ~ such 

theOt:.les et t.bG aamo ~ <lemad pdvett$ ~shlp Of 

meaftG 0~ p~on. Thoso a~w:aen1:s eft· usually appUeG 

to estc:Ollah a t,heoroUcnl casG in euppon of eapit:.QUem 

ht.he.C' thaD to tbeOhUoallv j.U.fJ' ~.tao eutoDOn\7 

111 a $0Ctelie1; flY'R•• 

----
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~ J,W01'4em of i11C't!DU'Ie8 in a cap1tallft eCOftQtnY 

has not dRWl tmlOb et,tentJ..cm1 ~l'lly, on ar:coUQt of 1ts 

simpUetJ.~ natun., .oolo; by the aeo-c1cuseJ.ca1 t~ 

of anelys1a, t.M firma w.Ul attempt. a-c ~sat.ton of 

pNfJ.t. rm4 the eoneumus will ._.,.to. mud.mUe. theiJ-' 

t~JatiafacU«m («tiUtyJ given t.be resoUI'Ce ana price 

<:one"e.ints faced. by tbe fU.. eu:l the. ~· wspeeti• 

•u:r. The _.,._.., owoenbip ot tJlf.!lans of pi.'OdtlCUo1l will 

help the lir:me eppftp.-J.e.~ ·tho pHfi~· ~hltJ wo.dcs as an 

ineenuve to the fU'ma. ~ the problem take& oa a 

4tf'fe:nnt 4.U\enfdon. when tbe tQIIBDS of proctt.U:ftlon tA the 

econarrw aee cot cwJ'leCl by p.-ivate iadivldueJA, -~. tr.f the 

atat.o. The ~enaive dt8CUIS.t.oa. on this topic baa mainly 

J:tMn led ~ wo t:Unctions. %11 ••• the main q._atlon 

imro1ve4 is WhetbeJ: mat.erie1 11'1CttnUvu, with or withOut 
~ . . 

mos-al. 1ncent.tv•, D cc:imPBttble wi.t.h 80dla11stt f)I'S:netplel 

o"l et.bica. Here ~ ata.t"Ung poiu• &e KUX' a conceptt.on 

of a soctaUet. ecoJJOmf'• lD tme ot.h•ur, \\be clebate stan.• 
with the ~ o£ me:tertal incenuvea as consietent 

with Hcdalln et.bioll aid trtes to ~ the ktrd of 

.tncuUvea a aocleUat. -=o!lOa.f sboul4 p.rovil.te -. given the 

e.PQOifto pJ:Dbl«D of 'tho !l:'f!COaomtee. Although wen today. 
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- the ~•cussiOu taJM, .i.e• aeeo\Ult tJotb Qea.e t.wo qVAJat.loD• ... 

lo. -. early ataqe of ·tllte· . .-Y of poUt.10al «<COJ'J.CmJ' of 

eocleU.e.m.· the tua qqasUon w.s PrdOJid.Dtdlt • wb_..., 
:p~RbUy the .MCOQrl p.I'Obl• ie a\\d"l _,,.. widely. dlMUMCS 

eftd 4eba-.. ~· 

MfU'X vtea1UIG4 that wlt.'h "-be ma.-e of -he mearts of 

p.~tton by tbe . Mci.Qtl' qcl wi~ tlle eJJ.miMtion of 

~1- p#Od~OUi t.he ~geois velu.e system would 

collapse. lftdlvi4uel lnt~~ ell4 the· p~Q!it, of the 

capitalists will <!Lap~ along wtth ~le tolf lftd&vi.

dl»ll GJI'.1ttteDae•4~ social in~ wiU nplace Q41vicma1 

interet* •. .ttl ew;h 0. sratam. the illceattves to work il111 

JJe ~terlal ., ftO.ral a»« A.de.ologtcel. or. eJWlJ.Cl't; 

cbnraC!tU' of Marx*• •aocta.Uet.'·46 Ol'l!ltem 1• tMt it. takee 

for grented the extsteru:e of a bi;b 1EW'e1 of po1tt1cal 

o.ntl soclal mnadowmess al'll)aq t:he people. The ta.. of 

neb a .syst!(Q brleed on eoll~vist. 1nte&'Ost, alt:bollQb, la 

dtsmit.Jse4 by many ae ~a, has, 1n faot., ~- to 

~e tt~ous precUca1 .&lupUcattone. Zb feet~ there 

hoVe been .attul!mPte b all socialist coW'lt#'tes to &'tJ:'engt.ben 

• I _ ... Q I J - • _. l .• I l i ( 

45. P •. l!ngalet_ ~B!.-.~J! fi4 .~f!S <Moacowt 
Pl"OgJ"GSS Pu\r s. l9'7 :; P• • 

·46• The te1tn •socieliat.t ea not t~e.S br Ha.nc I.e this 
ooDt.-... '!'be lt$tU: phene of ~-· J.a MtJn 
was leur on eellt4 !,eoc.ia.Uam' by JerJ.tra. 



'tt\e t:;~t.toa !rem cap.t.tellam to ~elta .la DOt. a 

one-stepo-pJrOaess - fimd$:q \4\;h. t.he Uqdel;' of owfter'sl\ip 

ot m:eens: ot pl"Oduct.lon tma 1dle captt.alias to tbe 

WOrkers,* ~ 'This tnaslU<m •kes trlto acc:ount. the 
' 

whOle p~s of <10~ of old tcaditlontJ, ~ a.nd 

valu.ett. " Lenin 1'1ttAce.1£ note4 .. t.bis po1n~ after t.be MVolu.

UOD in 1917 Whe be COtl~tly wu-ned the people to 

9~ agal.n~ 11>h$ ~c· ·~ ~~i.e tra.CUttons 

erJ -~.47 Mao e1so wu awue o·! the f~;tQt ·tbatc the 

a.Y.Jtem durlug tbe vanutlon ee.a ps-ObJ.ens er1s1ng f#om 

·~ contra4J.et.$.one ~g t.be &~nats of tite sute. 
,. ' 

the· J.nt.enats of the collefttve aid ·the !fttlterest. of che . ,• 

:.'1·D4l11.14u~~ ~- ~aoy eftd ceJ!ltlro,lts4ntrt bet'tleeD 

. the 1eadc~p atd tbe W•• 4S M alSO OIJMl'Hid by ot:hei'S 

•el.f•ifttenet. mate¥"ial qains ew. wN.ch 8ft the <ttiv.t.n; 

f~s o£ upS..tel~ 9tve J:i.ee to ocm.ua«ict.ion botveen 
11nd1v.t.d\lal mat.etJ.a.\ ~~~ * 4coUeft1VlBt. oUboa 

W • I • · f c _it te t1t1 - ., ., 11: • 11 1!£ a ll Iiiii• 

4&. 

I 

; ' 



U4 J.ptJ.tutiorJa'.4' Xn tJ\lGh a sl.t.ua'tlOA boving 't'be ~lght 
eyst.em J.c ~ ~t ~. one Meu!.e an the ~i-91* 

pollOS.•e• ~ #.lgbt. me'CbOde aa<t. _... co"** nyle ol ~0 

T'he la~uot.loa of ma~£81 lJic•Uvea ead. otl\u el~a 

of oapi,e&leat11i11 at.~:~ •• t•ces of· ceplW'• 

cad t.he Pe't~9eoia vel• sp\~ s.b '41f0r19 poUctes 

will 1884 to Aa~eaa bUl'eai!CA.,. The ~Ust. b\ll'eau

or:.aid.o ~-- tbUo deVelope(\ pd8 an Gll4 to l'lWJ.vlD 

mouvatiou an4 -.ne 14• of sbiar1a9 tJUnge 111· ~. ~a 

ns.:4ta £n ~1 •oeion of .... soaiallst val.u.ea at ·1u 
~ 

. f 
.,._ prot.a;c:mide of ~1.81. incell'tbtvea arg\le e,t, t,\110 

levels. On~ ono haM, ·they ju~tfy the Gld.~ of 

mat.etial ~vee ta a aoolaltet :eystem bJ' .ntfen£119 

to the cbangJ.ng soed.el coa~t:. of the ce.te;oJty of '1'1C8nUvaa. 

Or.l. the· othe.-, tbeir·at.t«tapta ha»e .beea to po.f.nt out the 

lneffielencies eld ml.st~BJ)egement. 1n i$he functions of the 

ecoDOmios end theJ:eby \0 pftaa foJ:" a tlW maeball.lam of 

eooDOJDic mena~ 

- In tbe f.1~et. uaee they al'Q'\&8 that mated.ol incenUvea 

pl&F e c::orqp~ly alff~~ tto-16 1n e socialiet atructua:oe 

• l -·II ft I l I !l Ia .. I [ 4 IX! dr:1Ri R tiP 

41. 

so. 



C.haa wha• 1t do«• ~r capiW1Gm4 so.* ldentUieat.iOn 

of mat.alal 1no;,\nt.t.voe Ul'll1eJ.t eoelellem vit.b 11U.J 00\Ulu.p&tt 

rt.mdc oapiQ.U.an b • ......,. 1'o ~au 'tbeil' ~

·thl!!y VeJ:y o£'t.ea .ntor to :tArW1 wt10 he4 :eutQeeted 1me 

eppU.ast.toa of aterinl l.ncnmt.lvea tor wodcere dt.aftt\9 

,. ~- peat-moluttoa pU!od 1n thG t.J101!.le1l OD.ton• 

t1t J.s ~ that. LtmiD ke4 .la: tWI Ulincl the Uee of nw~ 

~· -•• detiectln9' taac ar.\4 4-elay oa the part. of t.'he 

.l"lcb .8$1 ebe fl&plt.a.Us•• an4 of dieUib\lti.QJi of p.-dtt. 

•• bf' tale eocta11R --~•••• among -he wo~:Jaw •• 
51 

8Qt most -of '&he ~Ucd.oa ~ q~ IAmtft, feD to 

aotlacoa~ a tfba' eonten tenS.n talked eto u.tt -''-• The 

pU'lod in t!M SCW1et. t1Uon vaa ~.1'1684 by tho 

GOJ)t..ft41ceton bet.\leen pr.t.vau. cap,Ute.J.iam $:14 pntr ~

aie on ODe baod atd ete.t.e capJ.t.e.Uem end socd.ali• on the 

otbeJ'• 52 The 5\Jn'.lYal of aoc.leltmn eDd eta"te · cep1i:;a1S.em 

•t; tb&~ time depell4e4 lergelJ' ~ the ~ ot .._ 

wo~rke~o .in the eoctsUet. $aCtO¥" of the. eOOftODW tm4 ~beh' 

•'JPPO~t to end. co-o,perat.ton with tbe !ones of eocle.11.a.. 

The profs-..-, ttne c~l J:"acket.eel' wee· t&.be air.. 

tJ.n~•l' enentlloo of the-~o measures of SCW1et 

· t .. iA. illlt-,._n· .. Jrt••••w••n••• 

11•: ~ n.a. p.IO. 

sa. ten&Q, ... -Laf.-t:. Win;• Cbildt~a. s erd the Pd.ty so..u:-
qeoia ~it.y 1a n.41* P• st. · 



PoWC'• 53 so to 4~$tfty ~ en! to u•e..:e sooi&lism !t 

"'es nece•u:v to mbillse t.he "'•ld.Jl9 c~e ~at. tbem. 

%t. .eoul4 bll po•J.ble only ~b &Nfftclent, encour~ 

meat.. co ~ v~ aQCS ~ ~seaq J1.r J'elar:dtag ·i:belll. 

I'D fs~,. ~ Whole ideo of psovW.aq tnatedal J.l'lCftmUVea 

to wo...,s wa• a 8hOft .... poUcy. onang ou.t.. ot .me 
apeclfie ~t1tlons· of '1dlat. date. 

1bo eecon« llbe of USJQl'QOA .. s fo.f' tn~\1\':tl<m of 

mat.e#1el tacent.tvea ~· t110m •he 1Ddlqat.Lon to tbe 

chan;Lu; conditions of! t.bo ~alS.n eco»mtes. t.he »=blema 

of 12l'tesl.ve gr~b et.ra~, wa... ~Uooal plan 

c~tJ.on. sho~ of eotlfl\ltler \7004s, poor ~ity 

of goods produeed. 1abOQ:r il:diaoipUtae., tecboo1o;ical 

baokwai'«Dess, fat1w:-e '10 &t.llf.t1 plen ta.rgft& ei:e• 54 They 

aroue tbat ouc'b pi:'Oblema are t.lU!t nsuJ.t. of lack of int.enst 

and J.nlt.iat.tve in work on the p&rt of tbe wotkers end 

~gus of ~e.:pJ:iees. '~'be Ueo1oolce1 fmd political. 

coanitment to the soois.UR. qstem, they say, 1s DOt 

GJIOQ;'b !or dentoloping ~eto for vo•k $!QOfl9 the people. 

Xt. :to = 'wer;rom' s lcllowloage. that. ·t!ATiery ~ of eco~ 

.bGa £t.s O<An pcoblems• so 1t . .ts not 4iff!to.llt to beU.t!JYe 

•• I ..,. L tili- f ,t & ... 14 ··nJJ 'J 



;;ht,tt. the soot.alln --~- i• the we»l4 aJao are facet.~ 

W1.bb .au£GU ~· pJ:'Oblems.· tal$-~ tto escett.ainad 

ie w w)lat. e-.ot t.he appUOG.tioo of •ten.al I.Jlceut.lvu 

ean 1» 11sed as a c~w meaewe fo# t.he aho~n;IJ 

~ ._, eJJ.ad.naued toU1,7,• ._ ___ -v be \\be Rt;lOilallty 

bebJ.ad .-n au ugume~ a t:en4COV _, o.-.r(Jti)PMelee the 

blo .of material '~""• ill t.b.e eccaam,. 'lilhleh •·• 

comm.on 111ltk mon .of tol\0 ~panto !a~ l'etom 4e~es. 

haa mladl .... \M ~~1 41~doaa on thle issue. 

~tel S!d.a:Cf~l A~~st!Ul ~~A• 

ce~a ~~QWS ia end 11he w~se of the refcmo 

d.ebatoe J.n ·thtJ Baetua .SUOpe end aJ.ao in the uua, to eome 

exten~ led to lm::naead. populu.l'W of the oubjen io tho 

wee:tfllftl academt.c ~. A 1&r9• ~· .. of w~it.lng"s 

aptJAreci em tblt qUt&t.lon of tneenivee =&U7 ue.t.nt ~ 

neowolaeU.oal f~k and decLs.l~es. A aeo

okos.i0$1 4e1Gilce fo1: ~ial i.ncentJ.vea .t.a tou.n4 ttl a 
' 

model 4ev.e1oped by Leil'JeMWa. He has uaad. 1:.1\0 cones~ 

of ....,fici~ whtob be al.ls o~rg~:m1eGU.oM.\ &n4 notiva

~1 cft.ci.e~U'ZJ"• He uoues- *7ims eDd economies 4o 

not operate em an Olltu l:3oufd pnducti.O.l\ poss1b1U.t.y 

8\W.f-- ~iS1Mit.\i~. w£-.h ilhei# ft~S. ll$thW f:bey 

e.ct.Wllly woa a a J>tl'~ ...,ace .._ .. is wU "'' thia 

ttm~ ~ .hoWul. '!')tlo. meeru!f t.~ ·for e vvt._ of 



naeo:ra&t peOple an4 Oll'Jmd.Get.lofte e.oaually 'Vfoek not"~ 

as ba~ oor es d£ectlw1y as they cou14. X'D •1tuni011s. 

Whero· ~uve Jl#UtnJ.re ts 1i9'bt, U)EUly people td.l.l 

Wd8 t.he 4S.wt£U'Y of 9):Gat'42t e:t~ of ~bt ard 

t.M COllVOl of otheJ:> peoples• aot.tv.lties for ~be u.t!Ut.y' 

of £ee1iav lees pnesue ard of ~t• 1nt.,.,er.sonel. 

nla~t.ou. Bt&t in sJ:tua~ \fhele ~1t!.Ye pnasUI'ea 

an h11Jth ftlld ~·the ~ts of a\lcb ue«e• eare &lao hiOht 

theY wtU excheoge l$·a& of ~- 4U.nauUty of t\be eft~ 

to.- the ~Ut.y of' e~ ,._ pnssve .,... ~. ~&"al 

cypee of mov~Ma ue pt.tasiblt'h Oil& te along a ~ 

au:daoe ...,~. greater allocauve efJliclency aJlCJ the otl'JU 

is~~ a l~er bO· a blgbe•oce ~bet involves ;:eat$~ 

det;J'fte& of ~ficlencyu .• SI So vbe• tbe cen.ually pleoned 

economies UMd, P1t\\T bY ~a acvume•tt- .t.e Anc#eeaed JC

effld.ency, J.n otmel' VU~e. the dWe~ ol mater.t.el 

!DCeDt.l'Ves aDd .l.ncft.astd a~ of the ~rieea. fita 

pr91em "'tm auoh an ~ument. &a that. it avaitt unc!erm.t.no• 

tbe doff!lCt.S In pleanlnq ad alvaye co~a'tes oa the 

IQlero leve1 tnWJular.tttes ao:.t. et1:empta to .,.k mlc«; 

level eoJM.ttoaa. Alt.hou.gh LeibenstelD'e node1 is e et:"Obir 

case £1\ ~ of mateftal incenUves, t.beft baa been co 

4 .. 4111 lll&tttii:IS411Af .• ITf •. 



a~tempt on hls ~ to. ~ the COJSc~ p!Oblama faced 

by tlle eod.allet. ~es, dltf!Q.hllt. ~ves eyetau 

mdst.lng t.be:N &1'14 1moarel)y m l'ek'te these to the expectGCl 

bebaVIov Of ~ t«JJ"kers tm4 m&oa9'en ODd odyee lt vis

a.vu ~problems of p~a;. Mo1J~ of Ube tbeontioal 

..-lc$ ~ the ~ueaiel ~conomim:.s have ._ to .~ 

t:be bebov1ou of •n entecp.dse meat•• faced wltm CGRGUI 
' ·'ol i I 

bonua fcma.lnq tndioatora. ~ won. oi J30r)ttl,. welt$UJDD 

&114 ot.ho• haVe vu1e<t s~a11y fJ"am each otl\elt· eo 

tat' tbe spet'4f.f.c ~UNo of -ette models an coru::ernea. 

Bllii ell chese mote1e a.ss~ Gi119'le ~ an4 siagle plan 

~·'- at, fo. them, · certaiD J'esul~s 4et'1Y&d f&'Om these 

UDCSels beve enal.J't,iaal. antS t.heoretlcal s19111ficance. but 

'the ~ifA easum.pUODs about the pco4w::t.S• plan tal';eta 

ahd tenav.tov o·f t.he ent.es"priee managet>s. r.aaJce tbe Ql.)(lels 

highly Un.l'$ellatto. 

The off1cte.1 positions of al1 the East SUOpean 

soa1a1t.s.t coo.ntd.es and of 'the. USSR ~o jueUfy Che 

illtl"oductJ.on of mater.ial .l.tleend.ves eo DQt. c.U.SCOUD.1:. the 

cole of moral lacentt••• ~ beUeve that. materlal 

iacellti.Yea 81'0 aali)CU:tant. tJltl theJ' .._.e not. the ODlY BJl4 

4ofinit.el.r' ~ •• pr!neipal 'CI'¥llator of la'bowr e.ctiViEa' • 

h. 1s bel.4 ~bat. ereaU\fe .bP;p\llaos• ~esGioMl pJd.4e., 

aest.hattc feeli.D;s, poU~cal end 14eo1o;leel COta'Dl tmeat. 
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tm4 ~ ot.hcl' facto~s play is'ipo~:ttu\" t'OlftS iii motivating 

i\be wo.-ke.-& to woa. S\leh behaV!ow: pleya m.ucb mon on 

tmponan ..ole especially to.- thoee whO are a'i. ~pouiblo 

SJOslt.lon Ja 4eci8lon maJd.no• S& The aea~ of staeh 

social ami psycholog1ca1 ie.ctors in tbe mem&9GMnt. of tbe 

economy 'hG.o, ia f~ onen~ the ot.Q4t.es em e40Mmlc 

maMgemeat. 10Wel'd6 ma:-e ia'tODS1¥e \UfG of economic methode 

and of Jlla<tU'Lal. e~u. lA -.t o:f tme c.ti;ings on reform 

of ~c mechanicm the pot.ent.J.a1 of ecoJ~cmle methods 

tmel of ·Ule use of mat;ec'.f.el irlcentlvea tvnte :been highly 

eaggel'at.ed,. Tho GOOftOa:llo tef·om of 1965 in the useR sho'.-rs 

sub cl'J.U'Bctertstios• Tb.e ~efoat meaauns seemed i:O ignore 

the pote .. a1 J.nberent. iD the "bwaan factor'*• 51 '1'be 

Umited ac:.ope of materi81 laceoti"'ea OlD be aeen even 

'~thea oa:te allaJ about:. jOb sat.iafect.ion of vo~ket"s. Some 

eociologieal ~es ia ~e SOViet vn101'l have NVealed 

t.hot job satlafactt1on J.a 4etormtno4• ~ a J.erqe extertt, 

by the ~nteut. ot labc::lul" iteelf tmd the a:eat:tva element:. 

'that j.t; cont:81Ds•. SS EVen LJ.ben:taft# ,~ J.eadibg e.4VOCate 

of l'efonm 1n 1me soviet UJ11on noted th$ J.mponanoe of 

16. a.o. -~eacw, *lcoltOmf.c aegQlatJ.on ead xac:ome POUcy•. 
i£2ble qf.,.JS.C!QomS.a, vol.x;c. •·1. May 1917. p.s. 

''. lbld.., p.s. 
58,. V •-A. VotkoD8Wt· "Economlc ln'te-st.e tU'd the Eeonom.to 

MeObard.em•, ~ .qf ~~~ Vo1.x'(, no.e, p.s. 
()!.t' 1<:?171 



sa 

monl lnoent.t.vu and its ~l!tlU~y .1ft the ttOR officlat. 

~; of t.ha ecoaomr.59 Many a ~s the selfless ~P 
of the ~ Of t;he ~- Pady' of the SO.let l1Jdoft 

and. of ethel' cnass o.rvard.saiWme 81'8 q~ea. 60 Theil' 

~neive conut.bl~ to ~ ef:ltlol~ ftmltD9 oe ~ 
! ~ I 1t r • ' ' • 

ee.OII.OJllY ie tbe ou:tcome of theil' euocw poll.:ticel 1.usc:J. JA-eo-

109ical coaec.f.oGSft$88._. 

I · ! i ( • 

TlUt cleb1• oa .~tt.,;es • ~her mo:l'e~ or matertal -

tmd.ed wl.•h -tho wJAe aQC!Gptarlce ·of tbe faot t;bet; the ~Lo1 

~nti'fl(ls .t.\Q&t play mom .im,poftah'- a J:Olfa in a SQC1e1isc 

· economy,. 'btlt 1t. ~\114 always 1M cl~Olted \o go alcte by 

elde w.lth ll'OJral ~U'Ies, "'*'•• at.tmmpt one makes 'tO 

.. justify ~ CCI'ItpEl,.J.bS.ll~y of maiutrial ii)Cnnt:.lves vit.b 

soc.ta111mlt 1me ouu.tag debat.e ha• clearly demonetn.~ 

that:._ ther:e exists a oonf11• between soci.lalS.st eth1oa 

an4 l.romGIU.ate social Mads in all the Bast ~ 

SHiel.i.s~ CXNRI".les and 1ft the ussa. The debate· cmded 

.ta a eompZ'Omlae. ODC'G ma~er:tal inc:en't.S.Ve wee corud.4ered 

as compatible wltb eociaU~tt. etl\loe eat~ S*".lnoiplec ~be 

plfO'bl.em f<# most of the p181lllU's waa bow to evolve an 

ef1ect1ve ma1:er1a.1 &ncert4fJ.ve 8YA'tel• 

eo. 
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An 1ncrem;t ve system maLnly specifies :tbG er'J.teria 

bf' ·Which ·~ COQU1b\ltJ.oa o• vuto\18 ecliC)l'JOl'O.t.C e.gents to 
' 

perfo~ may t?a· n1a1:ed to rwa.J'ds·, t• 4e~nes. 
' . 

'· ;omf.cb agents sbOuiA got.. the~, 

11. The, siee of t.bo AWordal 

1U. <rM I'GlcUooeh.lp ~ee .. ~ ~n. o~ ~~ 

pe.t"f~ or eucr:esa indJ.catoJreJ 

1•. flht.ch l~cator ohol114 be u.eett to meaoun pert:o.tmance .. 

Io. the reform dobate ~· first. of f;he abOVe mentioned 

t.s.suos t~es SO'bt1e4 wtt.h tdlrly \fide acc:eptrmee of the fa~ 

thf:lt. a11 the employees in t11e es:tterprisae sho\ald got. 

something. e.s r~s to ~ perio~. She· 4ast.~E~s 

nieed by (ll) led to some. oo~et"BY• 8\.\t the actual 

dsbat.e ccmt#ed otoun4 the iiJ.I!1W!S ~ralsac1 by (&11) old (u). 61 

'!he main COI\U'OV&l"Gf'i in 1:be 4eba"ee OJl inceDtiVGO 

ct:eGtl'ed UOW'd the eceapt.,anee of pJ:Ofi~ as en iDdieat.or 

Of par,omnance. once pt"OU:t. is tased es a datemaont. of 

.t.be eJ.i&e of tm bonus fWld and a meas\lft of the efficiency 

10f t:.be enterprise, t.bell tho aim of tho em:.e:cprise should 

· be t.o maxjmi se proflt.. This bas led not. only to on 

a111 • (J JJFAii\Flt .... 111 



.l4$t1(')01cal ®batt~ but. alae niGGti c~J.ft ~-1 

qu.ostS.oas. Tbe· oppoeitlcm • t.be adoption of p.rot!t came 

e~om 1mofJ4 WhO ldontiti:ed lt. wt~ aft elomerlt of cepltoelJ.f.Jm 

erd bell~ t.bat t.be prtaclple of ln8ld.ml.seUcm of pttOfit 

A& ega1Dst. the soel.allnt &h.t.es. This ~·• was refutca4 

b'J 4Ufere.Uat;J.ng profits under GOCiaU.a f!nm capit;.alteto• 

p#Ofi't• At. e BU.g~l.y mr:o tacbniael· 1eve.L the questio~ 

waa nSSGI ttbet.her proflt. maJCimisatr;ion wouW be compatible 

w.tt.h soeiel MOde. t:t tho· p.r:~oa str~ A.e &lt;o$t 

COmplet~r ~.a by tho cenunl plllanifl9• tbon this 

problem \flll Q)t ~· any e<tl'iou& cllmens.ton. Du.t. at. the 

same time, g1von t.be 'teCtm.ologleaJ. s~ of produc:t.lon, 

a-t dlo a"sence of a vew eff.t.cient. mechanism of inc:~ 

regulat.io.n, the p..Otit.s eld ilhe~tebf' \.be iii'COnlf!lG of thG 

enterp.r1oea may 'V&J:'Y sub~el.1y 41$\lgh to CJCat.e high 

income 1nequaUty emong the c.mt.erpr.t.aEuJ, vbieh t~salf 

aqe1n OQefl eg:aln.et. ~ ~cs of sod.el.ism. aut once 

.t.nco:ne .c-eglllGUon is token more eerloudy then t.he nsult.s 

of uslag profit as &D Udieato.- w1ll bo mw::h lO'I.far t.ban 

wU1 be GXPQc:ts4. At. e. vuy toclm1ca1 level# tho !dono 

bebiD:l the lnUoduetlon of profit an ~ iaUcator ud of 

1~ cegulaUon.s wUl ba eo~hdlctiatJ each other. lnccm1e 

tegUla~!Dg methods rtnl' noe. ellov for 1:tte obt.siramen• of 
·;: 



ofi iaeEmtives# yet e. eorupi"Omlee oe always b3 ~Uobua by 

cccept.lft9 the ~saUon of profit. W.S.\btn $ CMnaill 

l ... t.. et. Jeaat 'tO 4o e.woy wLtb 'ihe UJ. effects. of 8UOh 

o poUoy •. 

Me#it. of uri.ou.s porfo~ iftdicatol's caanot bit 

j~ fftm'! a P1U'G1Y t.heo~l 91'Wfl4• 1'be IZ.t:U~h of 

p~:ng Uee ic ea~ta.q, co~OI!I!dul etUVGY of tbeS.tr l~U· 
c"ions in 4lff.._t. SOQlallst. $C:OJI01l\Y wUl ebow ttbicb 

' 

of~.tho . .f.n41uto#e can be COfteJA•.S ae \ISGful* if bOt. 

pef'leot. an4 wblch of- 1She tbe0n1:.lcal proposlt..tons bolA 

't,#b..st. 

I 



ftiO queati.Otls ot entoltP1"1• a~ end lnct:tat.tves 

ue ·clooely eomaeobd in a c:ant;.rally plGnnoa eod.allst 

the insvu<*iofte) 9lYoa to them by thG biqtel' eut:ho"'itle • 

instr\lctlons P"Gan4 by tl\e oen\nl pl&Jmiag l:IOdy tt1th , 
cnr wlthQu.t coasult.et~ with i;be en~eee or other 1~ 

bodies,. ~e pl!epartag ~\J.otts1 ~· ~nt.wal pl.&nnors 

ai'O faoe4 with ~in cU.tfte\dtiefl• 

Tbe nu.'1!.be.r of pftX1\\Ct.:l J.n em. ~ iG oft.tm v011y 

large. ~ Uti milJJ.ons of c:Ufferertt. pJ:Odact.e;; .t.n a 

Clovolopod ecoQOn.\1• U t.tese GJ:e fully disaggJ'e(Jetett. one 
can imagine how big a task ft# the canuel pl.mml.tag au.tbOrl.ty 

~ plan the prod\lct.ion and <U.strJlNUon of. ell the· qoode 

and tbo~by iss\lO instruc::t.ions to "at.lous onterpdseil 

ena organtaationo. in fNo:t.y 4eta!1. The iseek .t.m theon

tJ.cally not. .t.u;>ooa.tblo., but for ell ;u:-ac:tioal purpoaea it 

J.a oertaf.n1y not feasible. There o..c'e t\'10 majo:t" probl~ 

in 11:. T~ first is the probleta of lafomed.on o.Jld. tho 

other J.s t.he actool prapaJration of. the 4ilagg&"agnt.e4 

instructions. 1'bo aecoru'l problem cnn be tecldett Olily 

when the fJJ:ot is solved. 0no can 'think of n perfect 



J.afonm~ syot.em • all the tntt.,...1ticme ue oa•mC'ed aa4 

pftce$884 iD no U• entl ~uy instrt&CU.one an 

p~~ eczeQI'4tn;1y. .sv.t £o nnUt? 8U.Ch • .U.domaUon 

sys'Mm «oeo not oKlo -~ • let. .elcme. tba ·Cent~rally 

pleJme4 eooLa11st. econGmtee.. so even .ze :basic ...a~t.s 

for tns~ns 'tO • sen~ w t.he· eute~ises in a tot41.1y 

415~ted to~~n U"e • •• in &GJ' of tbe eoclal.l.ft . 

count.n.es.- sv.t. GY&l'l whea au assumes such a peJ:Iect 

infO&Wltion srst.em tbe pt>oblem Of 4laatti'CcUon does=

gat. e01¥ed. «the pJrepu.at.ioft of plan tl'UJt:.l'uet.lone in 48tetl 

e_. tNGrl acUviq ln. tbe ~ .I.e e.ga.to not. an easy 

taelk ·cu.ven tbe exln1a.g methods of ccmp~taUon. Gl\4 ot.bel.

~qta.es of plesmtnv, tbe teelc J.s ell'QC)ait -osstb1e 1n 

t:.be aocioliet. ecoaomS.ee. one cap Allagiae,••th• e 1'084 

tnnspon ent.~J.ae, tD a .ocJ.eUst. economy receiving 

J.netz.uct.1<m8 in a fulJ.y cUaagv .. eqate4 f.,:m. 62 'the trurt.ru.c

~s sbculd clevly J.mUeate tfhi.Ch of .tt.s h~e Of 

lorries w111 taka hott fl'nlc:h of 1084, which gOOd ~ caay, 

where tO 90• WhlOb .t'O~ to follow, "he Utne 1t. sb0u14 

take, etc. etc. EVen aver~ ef£lcieot plamd.n.g bOtlJ' .U 

not oxpected t.o go into ncb c!etat.l•• 

l_jl •.•• ,_, .. ,.,., ··-



not meaat. tbet ell tme Wo.cmattoae nce1\te4 by ~ eefttl'al 

p1amalng bOdy as-e· COl'~• M'te• was ee~ that the 

ldo ... uons t.- tto pr~ ~ lll everry 4e-.a,1, 

cu:e »eoet.ve4 J.ut.a~ely.. ftls elld.udee ·the po•eib1Ut.y 

of inlo..Uone ))elnw ~uti a• d¥t lO'AGet level• Fos-

extJt9le1 ~ stoc;k of a pal"tiCQlu n.w met.edel £ft ac 
' 

etrt.GQrtae may be con.Uy JmowD t.o the entap.l'ise managot. 

But. fOlt vacet:r of ftlUJOftS l1fJ may =~ glve ~m e.-~~ 

• the cenvel plaanere. so ~ pr-oblem of infO#nlaUOll 

arises, not ~Y as a l'esul.t;; o£ acme klld of a ~

.:etlcm qap1 hu.t 1t. takes !hto eeOOtln't n~ ot other 

factors nlate.'\ to· -be 'behtriAour o~ i;he ~n aDd ~ 

of en~ses. 'me, l:lehaviol.v: of At.ffereat ecor&Omic egent.a 

,J.s tJ.Ot. pre:U.Qteble £n ger.eral,. Xt 4epende luge1y on tho 

ob.Seodve ~td.ons tn \1h.lch the pal"t.l~ IICOftOmto 

egents toke tme deoieloo (\flvrt:het to gt.ve t.he co~ 

01:' ~ ·wwtG infomnation). so certain ttsbaY.i.ow:al and 

. moW.veUone.l aspect$ come to play irtlpofteftt ntlea in 

economic 4ecl.s1on making, ~r e.t. macn:o-.levo1 'or a

mi.cm-levol, The Pl"'blem oe 41saggJregaU.cm thus beco:ae 

mon. complmc. 'hen vnen tho c.Usagg.n;ats.ori 1e made 

posaibl~ in some way w tbe othel'• oaa oauo• be oun 

wbetbW i;he beeis of sw:rb CU.aagg~ated plari iastzuc:UoruJ 

ie itself COI'I'eot. so _,.. soPbt.stl.e&Uon, of the. 1ato.-. 

maticm machl.:muy oat ple~g tecbr.tlques does ao~ solve 
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t.be pJ:Obl• co=plc\el.y. so the betu.Y.lOU of the •enou.e 

~- .ta t.he econoznv .t..e ~-~ fen; tbe ple~ J)#OCe$$ 

a.s a ~ • ~bw t:M plaa ine~one are c:U.H~Jgn-

96'tal or ~. ._ qtMlataon ot ~enu-vo• o.tJ.91JJAto exactly · 

••• 
HOml iac:ent.iYeo may solve the· p~blan. Stlt.. wben; tt 

comes to .,~ Jace...Uves, theft thf!. p.roltlf&a .__.. 

an.lCib II'IC.W'G C!Ot'Qpl.Lcatacl. cetatD· baaio has to tto ~ned 

a wbtcb t.be .lnc::$nU.ves CMUt be aw~ Tb9 me-th04 e'hou14 

• ftla•ec~ cot. only t.o cuteia ~ :tehe:f'J.oor of ~ 

vwJ.cms ecoaomic avcmts. bot. IJ;la). to ot.hel' ObJGCUw 
con~u.uoas of t'.be eocmom,r. 

The p~t.J})lem posed ~· ··18 :re1at.al to ta1e constr\tCtJ.on 

of plans only. ~tho Uft'k between the quen.ton of 

eu~rpft.ae aut.Ol'lQmY an4 .t.r:tc:em.tves is DOt. veq cleo.:. aut. 

the 11nk beComes very cl.ear when cme oasnea t;o the pJ:Oeeoe 

cf pliln tm,ple:nentation. li.Yen wbJle aa&tiDing & proper 

feedback o! ttlfOJ:'metJ.ona b,V 1:he lOW'est 8tl'ete in the 

plal'Ul&hg and managet'tlel:lt h.le#archy, c:tm one l:ie gqaraDteed 

ot a desii:Gd implemerita"-on of the pleu't BYeo t.heo.ret.l• 

cally it is l'JOt poastltle. When t.be plao ~no ace 

in a to~lJ' 4lsa;g.-ognt9cl fOI'm, £01' t.hG plena to be 

irLtP1eaente4.. cert41n codtJ.ODS U"e to be .satisfied. 

l.t.tl\e# 'dlete Sh0\&l4 eatS\ G 'IO'J' hf.tJb level Of SoclelJ.st. 



ana uw.ural vuu.e,o among eU the agento .t.n the GCOftOtUY .ao 

t.hat what(t(ter 1e <l1treot94 ls ~1~ J.n t.he iftte~st. 

oe t.ha society,. OJ' ~b08 bas· to M oome kind Of neget.tve 

a.ncent.tvea ta ~M fOJt'm of pt&Qisbimmt.o etc.. so 'thatlo tme 

eccmomtc agents a~ fo~ too w~ ao they m:e ~rQt~td.I:Sd. &3 

Xt ..- of t.base Wo comittlou is eat...tdled,. to get the. 

plaM' Amp1emellte4 in the a..~ tnalUler., thfa, ple~s 
> 

b!Ye to reson. to mat.erlal ,,..~~lves to t.be workers. so 
wera undt~l' str.Lc:1: Gentftl p~.t.tlg, ia t;tte absence of 

" 
su!fident l<teolo;£cal or poU-.i.oal coamd. .. t o.£ ·f:.hG 

workel:s* \he tna1Mricl ~·•• mwJt. play an .impoJ:tant 

&-ole~: 

:+bon the plon 1nsVuet1ons .aJ:O egg~'~ tho onter

~isos ~ given ~· autonomy. 1'8Jd.ng the Otl.C'ller. ~ef' 

the =ad transport ontGrpr.t.ae may ~ive plfll'l tcJtgots ill 

~kllomot.WG:& iaotood og e tJat. of ~u 1n 

4eWl• !'hm scope of tbe,entUJPl'iOCJ*e own 4oe1Gion mnJd.a9 

1$ ort3.a:'~;c4• Tbe en~~1~, In .such a. G1tunt1on, :fe.cea 

a nll!llber of nlt:.enmt!vo methods to G.I'J:1vo et. the given 

plan torgot (s). tt ie uptO "thO enteJ:prioo to c!GCJ.&a upon 

wh!cn of the al'terllatJ:ves to choose. Zt can aobieve t.ba 
' 

ple.n iulfil.mttnt by elthel" l.~a.t.ng tba mS.leaoe lJ1 ~ald.r~g 

l!llit ! I Iii ·t",:eil lf1 T d .••• 1 J.M. 
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1~ ~e or b7 1~e1Qq tme load at. eaah triP• 1t 

to t10t: ~s~ few ~be ~l'lae - Choose t.be best of 

~he e.ltemat.lveo avetlable • tb3 ban .ll\ the .tntewest. ol 

tbe eociet.F• Tb9n Gl"e two p.l'oblems .l.n'fo1Yed in!~ • 

1. 'the p%Cbi• of plea c::on~on at. the eM:etprise 

level., Heh 1;b.e quenton of ente~r1aes c:hootd.n;: 
0 

t'ta.$ bast alt\!mttt1W 4; ·~ cer:e of, 

I• T._ pi'O'blem of plw'.t ·-l~'taUon. ...-e thO 

qucl3tJ.OD of eiJterp,;J.soo flllf11l11\9 t.b!t pleD tui'9Qt 

~$ ""·, 

·.Let. u Ulke ~he ~ pz:obl.em f4:1mt .. , Tb.i.e tc nlat.ed 

to the bas1c natu.re of can~l plflll'Ai.ng. ~.tb.or ~be plan. 

:.tnDti:uot.ioas ue: a;gngaitOd • ~~~ OJ» oaanot. 

{ll.ltlrantao fult~n't of \he ~~e blf ~hs. Gnt.ekprltJQ .• 

'thGre n&s to l\JG soma. ~- to e~c. pl4n fdttlmen~ 

boo!den, moral in.cenU\fes • 
. 

Tllere Ol'e •wo a~a Ia dt.e: f!rflt p=bl•• l?i,totly,.. 

to e•.d.ve ac tlls: IKast; altematt•e "he ec:ope of the gS.ven 

ea•qpJ"I..se M.s flw) be m~JXtmioect. wi'-btn ~he f~:amewoft. of 

cenval plamU.ft9• otb~£80', it .may .not ba possible £or 

the ent.erpl:ise t.o cb)oaa 1me ~even if it. ~tcs. 'fb1e 

4eman4s fl'lleino of the ~rise ft:Om cart.cl.n bul'eau.c=atic 

oi>nauaJ.nta. secondly, the plan u~ Cwbtch a.J:"O .relatai 

t.o materte1 ineentivee) ~ t.'l\G success ind.JAat.ors an to 
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btlJ evo11'-4!4 in sw::h a way t.bat 1lbe ente~tpd.se c:ton etc least 

come Close to 1:l1e beat pgas.l.ble elt.c~... This ;f.o 

pHCllsely \be ~. why -~-~ ~ .n!om debates in 

~he usaa nDi otbeJr Bast. :s~. SOCAeU..st count.l'.les ~he 

q\Sest.lon of ~Ase a~ an4 of .tm:ents.tves were 

dlSCIUOsecl sSUNl~uly.. ,_ pr:~t;km d most- of 

'\he pa&-Udparate in 'the J:td.- debat:.e wit\h tb& aaon4uy 

n4juetJ8efJt. of the· eoommto mecbefli= ~b the cbangee 

in. aw:cess .t.ndtcat.on has blurc tme pJ;'OblGA hlated to 

fne1ng the· ecoaotdc MteJ'PI'.teo• trom t.ba cellt;nl pletmlJV 

eut.h:)rJ.t.t.a. en tme one~ the #ef~l'e llel'e irlt.el:eoted 

to ~etlu:ee ~ ... soy., aid oa ~ oune~t • .ooy wen loold.o; 

for a pJ:Opea:- ~s .lntU.ea1tO# eo \be~ tbe o.Pt!tmsm .:esulu 

of the. econo.t'tJic ps"'CGSses ue enat~Ced. verv 11~e was 

cU.souesed e.bou:t e depazotun from the ua41Uonal methods 

of plannJ.ng aJld,. 4$ MS 'beea 44~ euU•• ~e 

question o! n•l enwap.d.ee a"tumomy was neve c.Usc:waaetl 

ser&ow!ly ad .I.~~Y• AS a •GGU~t ot tate e.tet.ta• 

o.t\U.DG&'Y ~~ glYEta •. 1:.bo succoss iodlcatol'a have 

bGCom.e ~no ~Y Unk between the quesU.oa of a~ of. 

enterp.rtsee &rld t-he· p~oblem Of inconUv•s. 

'the ot.hor element trhtch aea:vee as the l.lttk. bcttiOGD 

enterprino nutO'l'JCm:Y end 1nconUves 1 e u.ncertaillty • The 



•viOW!J eConomic ote'Q\\s., 1!1fl\ftheJf u a cepttal.lm: system 

ot: in e sao.ta1.lst. ono, do aot. 1mc:nt U1 a4Yance the 41ffennt. 

~~ •st.a\t.Gn Of t.M ~3.4· ..- ":t••W004 ft bad benest.a, 

tavOUltaW.. or unfa•ou.I'Qble 00Dd1t1ons for var1oWl oxpo!'t. 

OO&IIfiOdS.t.r.ies on t.ho wo~:Ut mec"lcet;, vuious oonoeL\Iahle 

tec:lbaical £ano\l'eUon& told.ng: place .... POt. ... Jd.ng plaoe' 

o.t.l to. 11e ioun4 or not tOlU!d, houau GJut fOJteau too be 

4as~4 •~t ft.Ot. desvor-t 1J¥ f.S..es Ol" othel' aat.estnpheG,. 

IG.VO\Wable or: ua!avovable con41d.ons fo~ f1ahlq• ple'ty 

of r'eift •• too Ut.t.1e :l'ai.n los:~ n.Wo.t.l'o fol' ~ 

elect.J:ic poww producrt.J.<m, good or ba4 wa\\her fN 

vacsUou •• • .G4 The aecOJ'l4el'f uncel"ta1m..tea of J<Oopman • o 

type cat~ 8\tbstantJ.aUy be avo14ed in a aoola1J.st ecoltomy• 

but. t:.hls type oe pdmaty uncertflinUea cannot be evoJ.ctea 

ften unc.ter strict central. p1etm£ng. 

'rhe major 80W:"Ce of w=M"te1nt¥ ~IP!cal 1D a socialiSt 

OCOJlOJIIl' can be J.detUied as follows .-61 

1) B#I'Ot'a in Plawmiogl 

2) ChaDJes .ln caa'tl:al plana1 

J) .'Xr.tc:OI't:'eat. asses~t of ma~tlcet a.maa4t 

• ll 1 1 b J Jl t y AI l 1f II_ A, ....... 



4) ~es in V4fle and nlatlon v,ith ebe eopJ.tllUst. 

eoU'I'ltd.e&. 

110w1 wM.t.GVer may be tbG .oa.uae o.f \Ul~in\71 lf 't.be 

c!evalop:ueat.s b the eQOftOJJW de su<:b as· to 4smGD4 alten• 

Uona in t.be plans. lt. vW 1Mt lnMrestioq to note· 1n wbleb 

11ay tbe plt.\ae Mel o'ther ~ pcooeasea o.re gotnq to 
. "' •' 

be. adj usteA tto t.be Ch&Jlllinu, sit.Wl'Uon. tlhsn tbe ple:o . . ... 

im'Jtr'UOU.ons ete totaU¥ 41-sJfJftga~. Ce 1\ypot.l\etic:al. 
II .. ~· ( 1 

sitWlt.iotJ in~- oont<txt. of the pl"es-.• day eocS.alJ.G

GC:JonomJ.es) a mtno.-~ in Uf' of •• ~ vuiablee 

wJ.U ask , • ., .~e scale lea~\U'L&f of ~ plaa 1DStruc

tJ.ons. ·~JUt. wbeD 1mB. p~ .kt.W~ona an 1c &9'9.1"89~te 

-tGJmlS --· \WlJltJ.oipat.ed Oban9Ge w.Ul dcaanti &l teret.lons 

of t.he plea tcr:vets rm4 ec»aor.o.lc poJJ.cies at. tbe mac.c-o. 

lev•l, The ~~r.lses, eo:::ewd1ngly, cben9e their pleu 

in ttbe ltght. of tl\8 ftfJlf set o.f ple.D ~ end otb.oJ:' 

inst.l\lct.lona. 1!he ente&pd-88:8 in s~b a ease act td. thJ.rl 

'the £~oa ot a~ allowed for by the cent.re1 

plem.d.aq •t.I'UetUh• ~typo of en a.dju~ ie possible 

oaly wheo 'tbe cenwal pla~c tastanQn.t'IOIUlly can ~ 

to 't.he ~1tJG Git®t.ion. flD1! ere well even of the aeme. 

St,d. · theJ:e may tie cases whea certain e~es may not even 

cetoh the at.teoUoa of the ceuol planttUG S=natiatoly, 

01l the obaugea may ae of· ~· nat.uea that only CGI"tdtl 
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~c J*Oeeacea are at.tectc and ...., lrmieeliate 

int.....,er.t.lon of the centro1 p101Ulf.ft9 autbont.y J.• oalled 

to.r• :ta ncb oases 'tho ant:et:prl~~ em '-he!• ow. cmn ~ 

the' ~-ai:y stepD for e4j\l~• '1'1\e td.tx&G~I- le 

a.s.mtle• w ~- ·Ol'le \fltd.cb ·~ • •ut.~ oonv.ol•·, 

.1.11 MDI'II&1•'' rot the a~dtJt'!# •~ .react~ ~he ohaog.teg 

ec:mUUon. -., ~-l'$l~a aro to be· mat. • 

· 1) 'l'ba ~a:pusee muse be given .-rio.le.~~t tfto4om 

to Eld.$ust. tlla ~ ~8.see UDder t:.heir 

c:oa1q01, iu•~t.J.y u.e,. •tt.bout 't:be pe=issicm 

of the central ~s) to t.be Cbtmgeo. 

2) ~ ~n mat bre pJ:OVt4ed: sufflctent Aftc:entives 

so 'l\bat 8liCb a.dj~ ue c:arried out. in the 

des.t.#ed way. 

To ~ ~ uncert;.ain cbaa;e in the: eCODOI'IIf'• tJ'le 
: ' 

enteJllr1ses to a:eact to tllfrt •• h&ve sutt1cd.eat naervo. 

Olt' at. least ~ ovel' the naovaen. 'the mo.c.-e eetJ~raliaed 

l;i tbe. e110Cati.On of n~•~ leu is ~ keedcm of tbe 

erttezrprJ.aes. The mue level ,provisions tor &adependent 

actJ.on of tbe -~-· uoe no~ enoWJh.. Xtc aeecle _.a
tant.i.al ~ .ln. the. struct.unt of ~emeat-. '.l'be ~· ~ 

. •- 1$ ij 4 ., 4 n I l J ..... , b; 
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. 
mat\eel p#Obleet is the JT.I.Dk .tmro1vd £a Choo&l'l<J t.be bee'b 

altenauve. wb.etl the. ente.lpd.$8. la faced, vt1;h e ~ 

Of choices. The #Ulc tovo1ve4 1ft aucb a oboJ.~ IJ.ltua..._ 
' maJ' llfft be CilC#JUOD. -~ Ol" wen mBJ" not. ·bfJ b.lg eQUdb 

to Wluenc!e t.he .... folloa of tho eat.erpriaes. aut . 1-. 

de!WMiF pkp ,eft ~aft• role wbOJ'l tbe non-ft~1f1berlt 
' 

of p1aft ·4epd.vea t;be ~e antS wol"lcet-s oj. the.tz bOnUs. 

·The •A.sk tuJ$0Ci~ted wiU ttia ·1atil'o&lc-.ion Of M\-1· t.ochnJ.Que$ 

of produett,~ <teVolopa! an e .reaul• of &anovut.tons may be 

eo bt.qh 'es ·w n~ tlW teObn.Olo;r,,cel pragnsD of tbo 

f!COflO:)y. In 'a capltalist ~ tile ~on of PI'Ofit 

Of t.be capJ.taUste neu.urauae tbio risk. ·~ baa to be 

oome mochan.tem ln. the sod.e.Uet ocoaOJny o.lso I!O.V tbe S(mle• 

F.ot oDI,y tbat. some J:e'w~Ud ohould be given fOJ: tald.na risk 

sr:ttl getting pos&dve nsut.s. ~ tho tncenu•e mecba.ll.f.an 

sh0u14 also see that. the enteq,rtsas do not. GQ!fer as e neult 

of risk taken .o.aXI Wllnq ~. ~ 'type of Q iDc:GD

Uva mecballlem WS.ll J.DCQIPOftte a aoluUcm to this pzoblem 

to ~ag vld.cb uUl lM 4lacaaae4 ~· oa. s~t tba 

pOi~ ,that, we an U'Flnu to make is tll&~ 1ft .a d.Dlc involved 

cho1ce af.blnUr.on qr . .f.ft u anc:~in st'tua~ for tho 

~Jriaes to act AA tbe most deai.nct way, a tiOmld.ae.tiOD of 

fneclom to tho entuapriaee em iDCelltiYes to 1:be WI'Dn . . 

mst be enaun« in ~ ·cenwally pl:ermed eoctaUst economt.ea o1 

t.\he t;ype of ·the usan or ot:he.l.- Best nw~;•u SOCleltst countr1ee 



l!SXO!A. 
·~~A«il'\ ... ~ u .... ve
~-..-~~ 

~-~-~'* aJd planaLng srn-1 iD 

-~ vasa 4U'ld ~ aaet ~ Sociillot. oo.nw.tes 

uvo -~ Qlffe~t. J)ba~s of 4'lcwelopmell\ e.a t:equf.ft'd 

:bp' fdla, <!W~ Of .... pi.'Q4w:;t.IVG f~- .t.bG 

eompleaittes erA.SS.ng due to • ~s.tftg ..__, of ~ 

PO• to 1951, tho .acwtet .ladun.r:tu wan ~D!ateftlll 
malnly on a v:erUoal bass. ~ -08ftt.c'ellp-contftt11e4 

--~ W&S ~alv 1mo:1n. o.s t.be •eo:nmaas econosvt' to 
tbstam c:d.rele •. 2 ~ most ~nont. fcatUJ."e -of tJUCb a 

econom,r 1s tbnt, bon ~ •CO!ml5nt!&' -or tb3 dlt'eetives 
G+Y uc,.,+ ~ rrz. 

from oboVo ere :ua~~ 40-m t:h.o h1ercrch1cal ~-as 

.eubsU t.ut.e _fo.r- n'larketz fol!'CeJ.o 111 1J.nltJ.D9 the vat.tOtla agents 

La the ~· 'l.'btnlgb t.bo extent t6 \ib1eb 'ecm:nande' 

s.. ~ !a i2o clear .cut ~t1on ~wMD. plerm1ov 
aDd mat»Jg~ • both at; tbe ttteCI'O Cl'l4 m1CI'O l.evelo, 
espsd.al.ly in thO omt~rally plf.t.DMd ecODQIDI.tuJ .. 



~ to ~ tM GCOIIOIQJ fa ~ SOViet. Ullion is d.e~e. 

-tl\e ped.otl upt.o 1953 Gl\01Ied thau the •coaratsseurtnts• u 

C!lbtetnos ted (Ul't&"ao!ftUnaq pe~ Ia 4t1Cla~. 

~i.e' cleo.ttd.ono ..a to iDflucneo 1:b& w:d.to even ot ta'lo· 

~ Of tlle 9~J, sti'UftUM• ·tfba ~· ot ~ m1nl~ 

i11Cftase4 ltanhel: &w£119 tbf.t, l.as'- pbese of ae11n*'o 1~ 

ebllh "••• tnrm lt&s _, usa. 3 ~ g~l ~actel'isties 
of the ~ oc: outl.iaed ~e doGe not sbed ~ Uoht 

011 t:be #Ole ol ~ooo. so a elotkl lo* into t.tte 

odmift1auat!Ye oppare.t.us Qtld. t.be pl&MI.ng process. in tbe 

soviet. union in neeesoacy •. 

fl =-v• siflll of 1: p. :icv=~~s:=rc:e 
As auteS: ea&-Uer. thO e.&dDLGtl'attve ~em tn 

t.be SOY1tJt. UbioD btss. do'tleloped bi&~.l.caUy. Alt.llo\19b 

'f1.hQ cnajor ftlfo=s WGt'e ~ ~ c;tnly a£-.er 1965• ~ 

'Cba "tom .asves talam eatlle&' bad s.ubs~17 c:Mft084 

t.be manotJ~ macba~ in tha e¢Jl1t'DY• 

Ths C1f.a.t.etsy ol!' i:he ·~ssad.nt*' woo n t;be beltn 

of all eo.:momtc dt!aks. tttt.bln eech mt.~ t=he#e wcs 

suff:tetent c.Uvia1C)D of vos. BeCh m1Dlst:Jry ba4 t:o aUper

vlea c t«arloh twd.tod.el Ol&Vk (OJ' e ti:"W2t or e. combine). 

rr• a • ••1 ,. • 1 11 . lfWt 



~hl f~ glevld. C••V•· ~. supp1v aad 
' . 

. _..~, tm4 deff Wiu Uke t4ni~a eol1e;ium 01' 

N.e ~ councn- .,. offielol.s of the. ~ 

ild.ftist.cy cleo be4 to lOOk afttw ·many •:her bodloo 'Whtch 

~ o~4e tbe· bnlleb dld.&Uy bUt 'ti1Cbta . ._ ~n 

Of the COWICd.l of ~ .... 

fte 41l:oct a«ma.n~eueeton of ·tme ezateJ:pd..aea- 1tas 

fOJtmally tM: nspona1bJ.U.tJt of em tdal&Uy 8114 the. bnmch 

t.UJ"i<t.odel glavk (or t.tte ""ft or the. OCilNae). aut. au 

~be same ~ then lfGJ:C other atat.e ~~ even ou.tsic.ta 

the ad.nisU:y;~ tlh&eb ba4 DUff.l ... ~1 0'101' the enter

pr.iseo. fi'lo !ollowlag ~c &U61'1'am will oJ.vo an 

idea of t.be odad.l11~1te ayats of tbe ~ dtal'180 

the j40e ea! the eat:'1J' •so..4 Ceee DJ.a;ram t..) 

fte ~e of eho ~ft!.stnt:lo:n J).I'Ot'ided 11-ttl• 

fotr ~ o~ieea ~ play ay J.Qdeper.d-* .:oJ.e. aut. 

GVGD ~ lt. w.t.n be· lnc:o.c:nao't to say that ell the ecom

mlc= dect.eiom we~re taken at. the ~ (Po11~eau of 

the CPSU, COUncil of J:'d.r11sten) o.Dd the 'comnanda' d~ 

~-~ -eowme of Cbe GOOIJ.OitW.• 'fbe ~1et. bu._J;&eh'- • 

a -~ of en en\e.l'pd.se or eoy inten~Bc.U.G.JJy ib t.mt· 

ad ?1 1 i _ I_ Lbljt • _. . . 41 • a U l i8l 



ORGANISATIONAL STRUCTURE 
OF MINISTRY OF FERROUS 

.. METALS IN 1947 : 

FUNCTIONAL 
GLAVK 

MINISTRY 

PRODUCTION f:C.TN 

LINES OF SUBORDINATION )o 

Diagram -1 

~ourc e: Dunmore, n. 4. 



so 

~ • bod. suf£ie1Gftt. ~q fW .&ld1.-ctrq 

the 4ec.loton& .._a~ ehe ceave. '*is was ma«e 
posaible by the· loot t.f:sat tt. ~· of plans ent1 

oi;hel' offici-ala at ~ aeme. level im.tolvfM!l. ift plannlDg 

an« t\4ttd.ftlsve~ pleJ'Od t;.be _, &-01o to p•n41ft9 

idomati.Oa to 'tbe p~ alft.hca'it.Y• so tho aeeiotOD 

Qf 1:1m oenual- ploJmGJM, w q\lito some -~ 4epeD!.S . . 
OD tho ifteOJ:mGtWJJl pnri4eCI 'bJ' ._. offlci61e Gal it waG 

~Y beJ'e. tbau ~ 10\'ll\d suliicieut. ~nhll!.~y • 

•• tbo ~ Of t.be SWiat eocmom.r• 'tbe 4la

a4V~qeo of each o ~~ 1\dt'Qlftl~auve o~ 

~ ~. WI~ ea ~~ing 1lU1Dbelr ot entetpr1ees

all over tbf! COlaCvY.t aomS111 \Uldell •be j·zs&cticm of 

~ I.IGI'DQ mlAleu:v. Gffu:tont. o41DS.e.Utl'at£~ of tbe oconamy 

beeafllQ ~a&b).e_. %D M a•tenp~ tO lWiD\1 dfJ.cJ.~ 

· arta opeclaUoa~ i:he• SOVJ.ot. 00\fentment. !DI::neaod 'eba 

-r of td.M.et.r~.es d ~a••• 5 By 1955, t.ha 

number of ~c mlDist:I"J.ea W ~· eo- 51~ la 'CQC)9ariSO'ft 

to 1S in tl\$ 7GSJ: 1932.6 

I I AH. 

5 .. 
f J . I . IR Ita ··a ...... 

I"~ •xemplt:>• tho tUA!GtZy Of ~I'Y was spU" 
.iuto ~ aepsnte mi.Dlstd.es 4.Uo; wiilh he&VV 
~- U$dlum moob1no£Y• GD4 mechl• toolo "s
peet1'Yel7• PbtUppe if. ne~ Ple. • .l., the 
W!O! ..... Sil (02doe4a PG1'9.0U P&US";11~ p,.Tt». 
fie process of 1ncnaee J.a 'Che Jl1IDbe'r of mt.Di.Ul:ea 
was •' n corstt~ one• rc f~ nt ames than 
~ a1tumpt.s to CJ.1t ·c:blft '-be ~- Btl~ in IJ~Ol 
ovot a ~1o4 of t.SnwJ theft was e toerdency of.- es 
weU as, aocuel ~"• Ib1d•t pp.109-10. 



M ·bhe ~ when ttto $peCd.alt.BnUon vu l:mift; t.d..S. 

some ot.~ pJ!'Oblems e~. "..hGJ:e VGG e ~ ~cy 

lor the· ~.r:iGQS iD dtfEttt'(!pt ta4uWW ~s tU'J'l 

11ltl'Wl ~ aeme ~SoD to Joo *sealed df $.I)W wa~ 

t£9M ~ate• • 7 . Tbc cesults of ~- bocomlrlg 

• •lf e~ tt1t.b t:.ttel.e 01ftl supp3,101"s end eus~a• 
. , . . . . e . . 

WOD ma.Std..1te ei'O:te bBQ.U.ftt of ~- !'h& lack Of coo~ 

MUon .., ~ bo~iao~ Un.tcegoe ~ aterpd.see 

was qtlite p~~. · «.fh&G led to leek <d SpeC1a1J.aUon 

&t. 1\bo entel1'r180 level-• ~ ~lo, 1.11 ~. the . , 

eaglneel"ift\J eateonses C(J,t~Q. Ul'14e# 20 Wfec-ent thdoD 

IUnl»trlen., 5t De lack of ~1natloa Gt'20fl9 varioas 

.WtJtriu 011 ODO b~ and tho tsot&l dOpe~ o! the 
. 

tmtGI"Pt'iSOS" on. •• dD1.-.1Gfl oa tdla otberr., Cl*lted c:onfu-

d&on La ·ebe adtd.ciGU'aUon of the enteJopd.aee. To coft"eCt 

eueh .rnal.e4le ~ caoval coanl.t.t.eo of tt. osu in 

~ 1953 1.\ftd .. !Q .July 1955. tJOOk ate.Po to gl90 witlol' 

powezo M ~ ~c:s in yqo.f.ods f.tolds. e. .,.,.... of 

p&'Oi~e B\lbJen 'toO ~aed plaftnlng fJil4 elloceUon 

\'las .I'Gdur:ed. 1'ba ~ etnagtbenecl: tm Z"C4e ot t:he 

- I I a·ua•n· .. . • I f Ldf 

lbi4 • ., p.llO. 

lbt4., p .. S.lO. 

Dda.- p.l10. 



sa 

--U:os- bat. tmo position of the ente~prioas ~ne4 

es tt •es Ctf.U'Jiier,. 

2l1G p.rocoss of 14occmc:enuat;t.cm•10 • l'efloca.J. ~ 
trallsati<m c:'O&tinue4. Tbo mnjor at.Op vas taken io 195? 

wi-th ~e .~tJ.tm of sov~. ~lOr t.o· 19&7. a 

£eelJ.no bad geta.e~:atc4 tnot. tno ttn~r-Aaes be gJ.von •n 
!!~ .i.D c:tec1a1on mald.ng:. nu.t 1mo c:r.Uoa qt ~ 

let-. t.bb quest:Son ~ ~ ~:ete4 on. ea:eatJ.n9 

eome .1~to U.nka ~eon ;~ ~_..lea (or C&llb:al 

~e~on)ftftd the o~$08• ·TbQ 14en. of the 

ntomn u-na t.o br·lr.lv che c6nd.n.tetrauoa into cloeer contece 

dth the ~1eaa end 'tel· iacnaae pt!fttctpation by tbe 

people in. the marmgcment. of the em:orprJ.aes,. For thG~1 
-.he pleuen eav1eaee4 t.h$ edmi.Dieuatloa of ~ ent~ao• 

' t.o be haefd on. teftitorlal ptjM.lple.e. 

· tU.th the .reforms of 1951, tho lcrge ocnle enterpd.~Ga11 

cmmo 4f.rCCUy an4er ch.o contJrol of t\ba SOV~ahl' .. , 'l'he 

.ema11 sc:t\lo ~1oett lfOI'O under tbo adslniat.r:atl.otl of 

'tbe local a::rn.eto. 1'#.mD encl o~s. ~ authOrity of 

10.- ~ te.cm 1d.ceonconuutton• bao SQ!lotimes bse:D ue4 
to matm e pJ"aeeSD tr.rao.t\:11s a mnJ>~ econcmr. 

11. ThO lo.rve scale CfttoqJ.deoo \'fe%'0 thoso vl.oh moJre 
tbnrt t!<IO hundi'Gd =r~ 



soon 
1lbe 80tlau~4~ Offer luge ~ of slnal.l e.ttt.er-

pd.sos eleo. 12 "tb$ SQ1t~ expodmerlt also, UkO 

soma ot.bor earltor refolmo: CbenVed ·tM oqtmlMt.ional 

Bt.#'U.Ctvre ot the iatlusu:r • a wbOlc lea9i&o the pOcit.lon 

of ~. ent.orprises unchanged• Til$ fo1low1ug sobGtm:lttc 
.. 

dlognm will ulva ea J.4ea of ~he o4mlnisvetJ.vo nr~ 

of iild~G audDtJ t.ho peJriOtl l960.U62• (BeG Di&gr:etn U:.) 

%t COD bO JIOti~ thtlt fJ:Om 1952 tht!Pi wes a dGCJ:easbag 

t.:Oftt!cncy of tho propor:t.ton of entup.:-1ses coming dii'OCt.ly 

tmder t>bo con~l of 'the tlrd.on Mln18t1'1etJ. aut. by tho omS 

of 1956• 'tbta t;oMcmey wae a.o longe.J: p~. After the 

C·efOJmls ln S9.i1 ald. ·~ D62. • ·maJor obango ia tho 

J!'Ole of en~!..ses wan viable. 

~ ~ ftage Of t;be SOVMI'kho~ ~Di;. 

Gte~ .t.b ~· Gl/GQUoll ol USSR. S\WilU'kboallp in 19G2• 

This was uot.bor aetettpt. ·to. ~teshQft'J.e. responoiblllt.Y aDd 

~ ~ ~o vod.oua ~oo-mald.D; WJ.eo at tbs top 

J,evo).. · ~.fl also fa.Ue4 ~ tt.r.t.119 about cmy ~lcable 

ohnnge in tm poatt.km ot ~ ~nseo,. eo ic mldGJlt 

f.ram tho fo.Uoring cchomot1c 4ltlf.P:an. (See ntegram xu.) 
~the 13tb .~h 1963 tlecte&~ the IDflll oca1e 8Dtl.eq,.daeo 

-a 44 .. 4 I ,_IW i!i•Ja ... , iJ .,., 



ORGANISATIONAL STRUCTURE OF 
INDUSTRY AND CONSTRUCTION 

1960-62 

/ COUNCIL MINISTERS OF .. 
' THE USSR / 

•V ~ ,v 
GOSPLAN '*"" GOSEKONOM MtNISTRlES AND 

OF USSR . i SOVIET l! STATE COMMITTEES 

~ II t 
REPUBLICAN ~ REPUBLICAN COUN-~ REPUBLICAN SOVN-

GOSPLAN CIL CF MINISTERS ARKHOZHV(4 Republics) 

tL 7- - - - -?- - ""t f 
OBLAST EXECUTIVES SOVNARKHOZHV 

LOCAL SOVIETS 

{I _t_ 
ENTERPRISES ENTERPRISES 
(Small scale) ( L.arg_e sea~) 

L1 NE OF SUBORDINATION ,.. 

Diagram- II 

SOTffiCE: Rernerd, n. 5. 
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GOSPL~ 
USSR 

! 
15 STATE 

COMMITTEES 

"" 

, 

SIMPLIFIED DIAGRAM OF THE 
ORGANISATIONAL STRUCTURE;· OF 

INDUSTRY AND CONSTRUCTION 
AFTER THE DECREE OF 

13TH MARCH 1963 

COUNCIL OF MINISTERS 
U.S.S.R 

'.l-
SUPER. COUNCIL OR SUPER 

SOVNARKHOZHY 

~ t 
SOVNARKHOZHY + 12 STATE COMMITTEES 

USSR DIRECTLY RESPONSIBLE 
-1 10 SUPREME COUNCIL 

ONE 
COMMITTEE .. 'lf , 

., ... 'It-
' 

' 
GOSSTROI 

USSR 

! 
5 

COMMITTEES 

REPUBLICAN REPUBLICAN COUNCL -- -~- -~---~--, GOSPLAN OF MINISTERS 

~ 
'' 

t 
REPUBLICAN '~ BUILDING 

SOVNARKHOZHY i-4:-- COMBINES 

-.1-
., 

SOVNARKHOZHY 
II 

J, ~It ,v . 
~ 

-. 
BUILDING TRUSTS ENTERPRISES 

J, 
ENTERPRISES ENTERPRISES ' ... ,. 
(Small Scale) (Large Scale) ... 

LINE OF SUBORDINATION ~ 

Diagram - 1 II 

Source: Fernerd, n.S. 

~ 

~ 



IH:I:IH:t~r. JJ!Jit!!J!IY&11! .tl!!!a 

ftle fJ~d ~4UI'O ~ for plon ometnctton 

· uptO the· ll¢t:i-1950s ia t;'ha SO'P'&ot lllttoc was eo tollow~u 

tto ~ wJ.'tbJ a •t of goi'JEll'oJ. 41rec:ttves ·CD pl.an io 

prepan:d ))y t:1te OOsp~. · ~o J.s ~n Gat. f• appl'ovol 

t.o ·Che i>OU~u oJ tJ'G· ~ nll4 t;b9 COWle!l. o£ 

Mla~s. Tbt.s le then· 41.~ w1t.h tbe int1!v14ael 

mt.a1eu!el$ otl4 tbs UDI.on ~Uc COw:acil of HlJlistmre 

to cons~ 'the dr:a!t. pletm ~~ t.bt!ir o~ noeton &1'14 
I 

~101)s wt~ 'the reccml fl'~k of the plan pcovt4e4 

to -bmtl. The &raft. pleas fo:r dtffe.rent I"Q;Jiono end 

b~OheG er:e t.ben o~ lltoek to tho cou.nc11 of nd.nletoro 

end Gosplan tor f..,..l\e# eno.tderet.lon. 'fbo Gosplan t.heD 

~oo t.m flDnl tSr:aft. of ·the· dettdlo! plan befote 11:. 

.t.& plac::St before tbo Couno£1 of Nlni~ fot epprcnal. 

Different steg<ls of d1f1CUS81ona used to J.:Nolve vedous 

PJ:OCf!OOEJ$ 01 b:U:Q'aiDl~. Here the ..t.adlvl$.181 mlnlst.ctiee_. 

Q.Oapl.&n aM. the COtan.c11 Qf Niol.et.ern end all otter 

d .. lferent 'bodles lnvo1"1Ed tn the plan eonovuct.ton tly 

•o uoJ:d.se t~ eutbt»:'lty en4 aaSGft. ehai1!" points of 

view through the coc11wn of baJ:ga1m.nq. ~ Jdrliatr1es 
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bat\ ~1G.Oilt 1~1 ~~ Ia •• pial ·l.mplemGD.t.atioa 

~·,· so fa# o u. . .td~c poU.Olee of •be 
' 

_..Qdl!lf.fB an··~ ·t.Jle mlc&a\Wiu M4 a aju 

JrO<le to pl4F• ftD ~,_ ~'~blot. en Made« 40tn w 

~ fftal ~ hi9._. pki.aatJ aatbod_,. ....a. moad-7 -. 

- ia. ~ . ... ~ • .......... tiffaNat 

t.UtJft8. -. be .:b~A\ted. 6\JCb. ~· •• set tor ~ 
lltftf.Ch u a wtola. 7td.s bt:4 to bo 4tatrgngatA14 fO#' 

1J&d.Otl8 ~ees. ~ ~- :fu the _..ouau 
we.-o set malol:r by idle t.GI'Iti-l"tel ~h gl•k• !.rhla 

~ut.ftld •1aa1 epp.IO'fGI. of ~ eouru:l1 of Mlnlatea'e~t. 

an t.h8 .~· ot Uqre1le set. by -be lwtmch tN:rtitol'iel 

9l.a0 was eo laar;e the._ t.bo· Goaplen. Uhe COunc:.ll of 

tUatatere or tmF ~ l'd.__. a~d- fOWKI it. av8.'1181y 

4iff1wlt. to ltllep eyes OA ·the rdml\e det.l!liJ.a of t.be plGn. 

1.t1e uench tu-ntorLal 91&Yk u.Md to .-. tile eo11ow1ng 

~$ b1:he ~,_.11 

1. U'Ul.l~l' ,.. e,~ of the ~ to be p.rotluoet!t 

U.- Tla ~ at ~~. t.ot&l wage bS.ll ard the lfwol 

of ~Yi"¥ u ba ochlwea. 
w. 5:tte WJ1t, cost of ~don 110 be echlev.S. 

lv. file lwel of av tnate#iale • be WM)t'l b? ~. 

~'--· 
~• 1tL wan o Jt •n• u-o · '* u. ·a_ -* '''"-·' 



•• l'be 'alUal all~ of ~~ end wo~ oapJ.Q:l,. 

The dietn.btlU.on of dle C'aV mater!ela -.s fJO't. ·~ 

toly eeatnUp ~.JIGI. Ooapleft (aft.o&' 1941 QOIJSJmb) 

dnw up ;pleu foe' mnt>el:lel Sl.lP.PlV onlY lo# ialpo~ out• 

ptac araa ~ mated.~:ilS. The ~I' of ~- lot' wld.ah 
- ' •' .. - ·• '.• ' ' 

·1d\en ea&.-~~ a11~ of ·nw raatort•ls il'ACI'easetl . . 

two fol4e ~en 1940 end lOS.a., SO *uafUDded Pl"o4uctton• 
' . 

atil1 tortnad 50 s;tel" ·coat of tot.al JmMi'lc:UoD. The aOJ:mnl 
. . ··. . . ?>O . 14 . . 

~--· uoea to be ~"P"Jt ••• fte ~· of UbfW1404 

p..Suctte wac leqely -~ tty -- bai\Yalttir1; 

SU~h Of --· u~ses aDd *'be m1Bl8U"1GG;~ t!tiWD 
' ' 

tbo Uml.ts t~ bJ' 'ti:te ~ plenn.ln; aotbod."Y• 

'lbo t.ataJUJ.POH SF"** wu 1fal7 Ughdy cont.n11ect 'by 

-.m ~ Dtetpd.oes OJ" otnezo lwu bodiee 414 ft'tft 

tmve anr .kiJd of 10ftl81 cont.rol, at len.et. lD the J,940a. 

au.t the lntiOU ~t.metl~ poU.ay pv-e mu<:h l.nedom to 

the ente.JPri&os aa4 oiDt.nna. ~ Qosplen. 414 not. 

hB•e any coauc1 011&1' the ellocation of leboar. 



. ~~ CUGaJ t.be ~· ot pltm ~-'• 

~ ~ably. ovu tho periotl - .....,# tmese 

organbaUOD$ ••e give• llDtG a~~ lP plan coa~ 

tioJl PiS. s.p1emenuu~ zn. the pla~ ~ ~: 

tJDt.el'Prlees bod. jUGt ,o t::ODfNJ.tattve :Yo.tce. · ~be pxbpoaale 

o£ ~. eae~Pft.seo ba4 a ~:Y natue ao f·u eo ~ 

GosplAm waa ~acs. ttltbia l.k1dl a lltri~ fnmewodc 

Of ~ pldniag.- f.t. mllY oppev· ~t. i;ha en~J.aea 

aDd OY-en Wmu;ll .llicl~ 4UI. not ba'We Clly ef!eetl9e 
. ~ . . " 

·881'• Bat .J.n p:"eotlco ·the hi'QftCb, td.d8Wies lll'd e.en 

QoterprisetJ bad. $Oml8 14etact.o• heedom in d.ecls:loa 

ma1d.rlg.
15 ~ n~ of ·~·· given ~ '\be· 1u'ancb 

· minl&tr1ee Rs so 1c.r;ve M4 the n1llllber of t.uvns sot 

£or the ent.erpl"Lsee so high tbet; 'tbe mloistr"1eo and the 

~AGe$ cculd not poanibly cchi.twe aU. so at. low'er 

levelo of maJaatemtmt ~ was a 'tflftdency to dxop eoma 

of tbe targ$tS or novlect, some of the dil:ectl¥es wo ee 

to be ~e to •dt111 O'thera. ED.tezopdee ~· coul4 

cbOON tlhicb of d1e tu'pte to be ~ebll! e,.,S WhiCh are 

=be neglect.ed. -zl\le lnloma1 beneviOur of tb.e onterl)Z'ise 

~D 6Dd other !li.ddle level balteau.~ use4 t.o be 

vuy cos~ 1ft the 1 4cte end. eerly •so-. 16 tfbe etatonomy 

' ~•:•1• * • * • u _ ~ • -•-••• · r· _, -•• 

s.s. lbl4.~ p.e. 
16* lbl.4 •. , p,.e. 
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11fbf.ch em eatapr'Laa •Jaye« &.tn.ng tibo •tos M4 eulsr 

•soa 1n the SO\'lQt:. Ub:l.<m we$ to .._ ·•Bt.eJtt:. jD ~ Gl!'eS-

of £~.1' 'fher could ta1ce step& ~ to keep 

eost;:s of ~on 40114 BPS to i~ P'Ofi~ 11ft 

tblo e~ QO oonftaaa _ti.J ~e ~bOOIJ ~ utill.ee'CJ.Oft 

of n~. the 4eelaloJt8 J:eg~a; \~bot was- ·to be 

~ ~ be""• wfU'e cenually t;sken• -, xn the· la-te •sos 
t.hel"e \fU & -~ ~ ~Gi.l)g 'bbe ~J: Of cate-

002f1VS SU.J~ m centnl plmmln; 6114 tm;)hec.f.sing of 

plan olebOntion at. die ~n.ae leYCl• tt l.fas ~ 

that, a lOEt.fe ~· of ~&Gt:.s- wen _ seut .. to pl:04ue

~on estes m ~&SD JlOOple to 4£1& QP _plajto at local 

1evo1.19 

Tho role of thO- on.~ses vas ~iicaat ln. tbe 

~ state of plaan!BU• &.a. in the pl:'eporatlcn of t:be 

®tional ~F plen. ti:he- GDto.,r1oos 11GJ:e &llo'Lied to 

\t!Bke eontre.oto COJmQatea vit.h. tl'le oupply of iDl*~ ~ 

~.1 t.beln., Smo41at.oly after thO c::om;pletd.Qn of tbel.r "eft: 

plon. ~- or:de:.wo wbloh ost.abU.ebei ~ bod.sontal 

1in'Q cmemg tbo enterpd.oeD ~-not~ £QI:'.Q81ittea. 

These ttero tatteD- Ill-to ~Rtt.on. Pol' long · t=.em 

a IS li I !I l tt I 6 4 4 Jf l ill . _dl • 

. 17• Alec _Nov ____ o. lf\.ISS:'Ii<!tM§fg2£ .!& (tu.<ldlesa• 
l'he ~ Pnse. W • P• . • 

18• P•J• Be~ 11.5.- p.74• 



planbtag ttbe 9G%t p~ye« by tho -~~as vee, bo\fcwsr, 

ll'ltCb mon ~ct.ea tlaa» ln the coae of atmw~1 plarla. 
" ' 



60 

Afte~t the iaUwro of !:be· SOVbar~ ayst:etU of 

ma~ of 1n4\\Gttl"lal ~riselh ·d'le ctso WtllUai 

· 1n ·e. 4l~iO'ft on bAe&c plsmlt~ rafOI"ma• 7.'he "slU'gence 

of G\\eb. e 4UcQesiOft. was not -~· !fbe. 4etft10I'B-

t.&ag co.U.tt'Qd of •• mllJlag"ettlellt. 4m4 ~ materie1 toc:en
~lve qstGtl ba4 ckawa -~~ · aot only .of the ~et.e 

bu.t: eleo of ~ polltlcel. ll\1'UlOJd/t.leliJ• Ia ~· l'efo.cm 

4ebnto · thQ opta.lon& of tho pan.\atpeats wee ahoql.y 

4i'l14e4 on the cpaeuU.tm of ~AthUsa~ of tile ~ • 

one g.toup ~aUag fJI'eat.GI." ~aJJ.naU.on an4 e.old.ng fOI" 

~.ovoment in the plamdag sy-••'*' eft4 the o~. a4vocatlnG 

fo• t~XJ~ ~doe c~ an4 augmentation of ~ 

use of Qater.t.al JacoDt!~eo. The edVocates of g.-ea~ 

cauouenuon ~ \the u.oe of more ad.vence4 e1ecti'Cmic 

CtJtD.Putere tO lti:Qke J.t;. poao.t.bJ.Q to· enlcu.lat.o 1n pbys1c:.al terms 

the total ~e of t.he vtld.ous entei'J)riaa:s. vcsox-cwich 

weDt on t() say ~t the· •J.udequate mot.hods of C011lPlltllt1on 

la the e&\Ue of f&1l\ti!'C ·to p.I'OC688 bugc information • wbicb 

was the k41 probla £or 'the pl.&rmen in tho SCN1et: econanrr.19 

' ?f_ !i 2 I .J , I !.Ml 81 J _d _II • ... _ .. 



so l.nsuwa4 of going toJ:i decenu-eUsat~on. the opUmum 

¥U!&~te of tho economv at eU 1eY.,1.s cou1a be uewn up 

bY using ~ ptogftn11mi!Je• J?oll' "he ~ts ol 

pe&teJr cel'dU:'ai.teatJ.on. it. tms .tmgossible _, see t.he 

~rise 1e11e1 ~ ia Ut>lot..t.on f.:om ttle ccmtrel 

plenni.D9•. lt. wa.a co-.ende« tha\ t.be euto~ cleclsloDG 

t.alum 1>r ·~ ~J.sos <m -.es, Gl)ployment. investmeat, 

COGU or l*'Ofi~s would: jeopan\leo the :a.etlonal plellnf.Dg 

and 4.lamaotle 'tho· l.ot.tg -. Db'uctue of 'the· eooaomy. 
f£heft Wec"e l:ll.BO CG8Pe- Q~ tt.bet U~. Of riaiftg 100&1 

taten&ts altO incasctpltn.e with ~(!') Ja~oa of Q 

, 4eceDuel.f.884 system of me~at•· At tbfa. ideolo;teel 

0Jl4. poUueel 1.-~1., ~he pouoible gi'Owth Of e&eme.nts aft4 

vt•s .of capleeU~ •• clao p~w::ed as a cese in SQPPOJrt:. 

.of~~l.-. 

~ e4Voca'tas of de=enttnlunion led by· Libeman, 

suggeot&CS partial deGODtl'olise:Uon of 4ecision making cs 

a mesne to str~h&D cent&-al pl81'lftin•~r. 20 The pr.t.naiple 

of cenuaUsm, ntJ theF understood. does bot illCOZPOrata 

the e•elgamotlt. of ••• to the control pleraneJrS ~ am. I 

ba. ~U!'LI:esolved;, U~ ~· tb~Jt.~Cbi-=~1 



p~a tiOUl<l beVe n ~ ov~ t.he ~. p~ 

'tlGJ~s 1ft p:t"OCI\IC'Uon; atsuibut.lon and COilfJ\lmPttion u 't.b$ 

ecoaomr b,r UiDG VadoWI t.oo1a ol p~ ~· pr!cu. 

fJ.tailc;Je, ~t., ecc~, maJor illYe~ !nceativea 

etc., He GJ.ao SpGCif&ed tba~. thO <JOelo for 1~ pJ:Oiao-

t.i"''"• ~l~t.· -~ pl'Ofilt:s, lnvestmel'lt and iotro

~- of ftW ~~' tmc»u34 be ·-~eel 4iAotly by 

the eot.e~.aes · tbetOSGlves. 21 •ne ot the ma,~o.- GCOD0!4l• 
~1l0 ~vteh, njected • ~ U~o•s 

propo8011n •-· .Bact01'0#1dl4of~ ~·s aoc1e1 
OUUigl\' • td\Ue at. the ~ time $UGtened. thfa. uce of 

mat.bema~tcal optJ.td.atlon ttodele w take tho omval plan 
-- .... ,...., ... __ .. u _,.,. sop~~i:J~~• 

St. was *"'ceablo AD tlul· &:wln tfn&on. tmat. the 

PJ.'OaotmCGmenWJ in faYOU"· of .,._ ..... ~.Del~ for 

on~iees ~• rao.e l"*luan•• t!'bsse wee exp.-noe4 

scqe~ u Pl'lN'&l. • ...,. and .sometimes in specific 

cmo1t. Tile epect£1o p.eoao~\\e 4itfeftt4 hom o.ae 

CftO\he~. 'flerg·' ot•an tta d:t.t*»l"t:J.oas G'eGtad by the eupply 

ana ~ dJ.stn.baU<m system and cleo by p.rlcea aad ~e, 

21• E.G. Ll'bermfla., •P1an., P.COflt eM ~·~ Pzto}!~f!ll 
o1.~ vo1.nu. uo.J, Jutv 1NS,. p,J. · · 

u. L• ~ch; ~tJ\ematace Gild ~·~ ~ 
gf·~~ca, Vol.V%11• UO~ti, $0~1' 1965* p;~; 



wot:e the focal po.la,a. of 41SC\1Batons• .so a major pmr-t 

of the AfOJm 41e®sato• was cot.lfllte4 to ~ .role of 

mar:~o:. l't. can tJe ~ ·~ ·the posAUono held b.r $Cir:D& 

of tbct offid.al panlc!petiU £It tha debate• e.a~ 

matnt.etn«\ ·~ pe.._ w!U eoat1.mte t:o ftdVC\1 to sea to 

it ~t. our ~c poUc.r ~s the f~r 4eVG1CJ.paJOnt; 

of !td~t aftd panicularly .l~o most p~,.sve 

b!tanchea ..... e~ p~on of eoneumor gooae. 
~ ' f I 't ' - ~· ' 

• •• 'Tbs o~uar of cupply .~ 4enen4 has ~-. ih.to a 1ea.dtnq 

place ·Gm.Ol.W ~ ~lcel ta.slle 'hat fece, &.wftet ocor.tOtd.st.s• 

lJhO ql'tctsUcm .ie DOW ~1 l'aloed of \be oonotaD\ OIGrVet!on 

,of: tbo 1n&J!'ket ta. SOViet Uade ••.• of QhantJf.tS lt1 ~ d<nzmnd 

to~ consumer gOOl!s!'• aa trosyga ~ tha~ ttiette ttno a 

~t ~ ~ ~!le pJ.ua for the ~n of 

~nsumor goc4c Oft tiha bas1a of 0¥'4ets ti'Ol'Q cs~s•. 

He w•~ e to oa:t ~~ ·~ tnusit.lon to sw:h a ~ 

CJt plemila; wUl udou'bt841F l:Je e step fow~... t-e 
abtlll p~ 1t0Wa&\'S planning em t.be besio Of orders 

pleced. bJ' ~ eonswnel"s ••• tn ell brandle& of the nst.tona1 

eaonomv·•• 20 tbie J.a a c:.letw intUea~ion of the dl.mcttoD 

the moan WOJC.. Xn £act., the ntom a.ebate toolt ~ many 

- t •• -· -·· -, . :If! • • • ,.. 1_ " 

as. L .... ,_.,._ llb!!!!H• e aw~. uEa.t. 
a. A. lCOiftia. ll!l!t~»• t ~- toa,. 
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·- .. -
issues sJmQ.ltaneow.tir aid the q;ueatlon of efttlll:'pl'ieo 

aulti:bOn\Y waa bl.·urred by an ove"'~sle g.tvea t.o tho ..... ~ 

•= Of the iJsant.lve ~ ard of the mep:lttJt mocboniflm.-
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Alter ~ ~sting ~:etom c~Ql)a\1! ~ SO'dd 

.~ veat aiK.'ta4 with cet1ialb cbeftges 1A the met.'boda 

o£ aaltd.atr:atton of tb1i-t ~ aat 'the ~ pS'Oeedaw. 

Tbe· moJre .I'Bdtcel .,t.4oae ~-. fJ.:'OrA t.tae. -o• <lebat:a., 

enviaagtn; fun4ament~J1 obaoea ln the eao~~ ,..,._ ell 

#SJ~. 
' ' 

·ftlo sttatute& Oft ~· SOCialist. ~ ~~ 

81\terprteo, ~IVYed by ·tlYJ USSR CoUQC.f.l of Mtnist.Ql"a 

on oeto~r 4, 1965,. t~ettt t.or Q .•Jor eh1lke up LD ehe 
I . . 

tt~stwti.Oil of eai;ea:priooo by doing owny with ~ 

sovnaddv*by cn4 bringing the ent~riteD back to~ 

coDt.Y:o1 of U'lla:tst.rJ.aa. :But co fu an the ent.~ee vas 

con~ ebe nf~ r:&CGGQ~refl took 1rtto accoW'.lt. tow: 

majo~r aspect:s of manege:aetm;a 

a.. sntei'J)tiaea• f~ 

2. The aye~ of i~vcor 

3,. P1em£ng G\l~ o.f tho Ol'ltOJ.:,priSaSI ecd 

4. Ibtor ~.too relations. 

Tbe· Ofl1cdal poet.Uoa 840ptat clearly st&ted 'tbat 

tho ~tJ.oa o! the s~ses ebot.&W be baood. ora a 

eoz.tbt.neUon ot 1centralined dlnet.ioa• ab4 •ecoacaic 
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ill ~ P~t proceea t~oeu,. ~· uea of l.ld~ 

Operation of ~e ootWprieon &a~aed ~Uel1y., 

P..-.LoUisly a f;ntl'lv 4~1oll pJ&Jl uM4 w be giv-. to 
. . 

the ~-· ttbtoh had l"tldl~Ced •• ~lee's 
1iu.Ue.ti¥o an4 the ·SGOPG of 4ec18LOD ~. i\18 SCWie~ 

-.J:'pl'.laes 'he4 some ld.ad cd ~JI'\1' 4ft ft~ ~. 

svea t.heG, .._ cnrtoqi'!Ges ·W18Q· ~ neo!ve .f.inatiC1a1 

phrta f..n~~~. abo\te ttlth ft.lll paJ:tiO\llue. No p~w:e 

wes ·Obeagetl COIII!)1Q\.e1y &ml .il18t.e~ c~rt J.adf.Gea we..-e 

tlJced foz: the -~Ht;S., These in.dt¢'0s wue pr:otl-.. 

pnltt.ab111t:.y, paym&d 'to ·tftO bUdget. and GPPftNiatiOD 

fi'Otn .1~. 26 .,hQ ~d.IJU •• glvcm C~m.Ple'* a~Df.'mlY 
on matt.lN"S #egeC'di.Df uUltsnUcm of tacenttve. fumta ald. 

1D lldn; ROJmG Ia.. boDua 1s0 Ytu:l.ous GmPlO.YM•• '!hey 

wue eleo lGS4e eUG1b1e w ftsoft. to bmJc crntdi~ on. theil' 

OWIIt' pJrOV!a4 t.bat ~ ~tee l\8 pftlpeJr \IU.Ullau.t.oa., 

OV41' e per1o4 of tJ.me Uho quoet.loa of plen el.al»rad.on 

et. the cllte&'pr.ille leYel bad been empbaalae4 upon by various 

plf:mno~s 1n tbo vasa. The ste-Qho on ~i··· of 1965 

took cm11e of tbl~S P#Oblan atd allond t,be eat.erpd8e8 to 

dte.w ~heizo lll'l1».1.&1 . fU1d 1QI19 team plalls covering all t:hetz 



espects• ia ~~e with Che. ISJcett ib.Ucea. Tmae Plea2.8 

used flo ba &II 4ota11a eft4 CIOftfft4 1:ke aamaal ~c&l plo.t:l, 

eanual pi'OCSUCUoo all4 t1Dabcia1 plea ens ~ly amt 

mont.bly ~- plaaa. WM cu.n~~ oe the entez:p#'ise 

was •C~o ~ to.- e.&r~U ap~al o• coeh. plane. 

The eto~se. was given t:otai eut.ollOIIf' u fi.Jd.ag qual!• 

ta.U¥'e ead qqsnt,ttativo pleD ~ tor 'the vartoutt ehopa,. 

d~u. aectl_.t ~ -.ntto. oo4· other ~uel 

•llbd1vlaoas. 

1ft\$ rtC~nt .IJ:Jp)$at> ~ of tma nfoftt wee thait 

~#G was e sed..oue ,at,~, a tho PAft ot .me pl&r.anGn· 
' 

to etrea;tllen tJle hoz'isonW Unqes ~· the entol:'Prieea. 

~c was <ione. by e 4e1egat10a oi c:lee181~ ......,_. to 

~e ol'.lt.et'prlGeS on 4i·8U1.b\\Uonal ma-ten. ta ·fact,, fAd 

\he •rlr •soa otWu-4 tlle p.\&Dnua u ~SOViet. uaion 

ba4 been tqlag eo .areclluae oenthl:tqd delivery plan•• 

:Pd,u ~ ~ ~ t9H ~ ~ ~ Mtferent oa~ 

lr'4.e8 of ~. 'file r»ot. ~at o£ ~ products: uM4 . . 
u be celled tho •baM P~•· • the atJblber of t~bicb 

1ucnase4 d.U aHa &ftd stood at aooo. rn 1958, t.be 

D~ was bnught aowD. to 760.27 Por each of tbeM 
' 

pi'04~ e pl:'OductWm. eJJ4 COil~ deU•erv ecbedule 

ae t _ ,l I liiilli' t 1 I I -. . . f_U .•. 



wa.e dnwn up .atl4 lfe&'G alloca.., la e.cc:o~ td.tb t:.he 

centft1 $\lppl)" pletl. ·fho 9I'OGP of pi"04u.«*J, ttbtcb .... 

of leaSer- ~reanee. ~ ollocetett b7 ~ conval ~ly 

4Uectonte cw bJ' ~· ~l'idt.e bi'nr1cb minlst.cv. ~ 

loet. gnGp o-t pi."Od.lleto was aot SU):;jcwt to ~al nlto

oe.uo. enS ita diautbllt1on wao ·~ nsponsibll.ttf' of 

thO .os~ ~can 'Mb:d.OVF ot' ScWaarkboahy. 'fbe 

41str1bUt.tcm of .,. p~ ot e ~· llllnbeJ:' o£ local 

indUstJtlos wac We t.o tho· d.l~ ·ot tho Ol'lt:~a-an. 

%D AnD 1966~ tbttJ fAQsWceUon ot pt'Od~ was 
I • 

.'tlf!R1Gt¥1 emS moro ~s ceme t.IO· a. tie=tbutod bY the 

en~J.ses 'tbemsGlves. ~hat. ewn ~ ~aoy Em4 

Lnterference tftxl:l the hi.~ e.\ltbot"itlcu~ ~el.lecl in 

~u-1ao the deU.ve&y pl.eu of the el'ltO~.I.S(fs. 'lhe 

neo= of 196S tl:'ie4 to fne tbG ~.t.ses fnm SUCh 

b\tnaucn.Uc pncdcaa. The er.atel'pdooo p.I'Oduclrlg COJJSWI)3t 

(IOOda c~...S ~ J:it'bt w ozgSDtee ~on. on the 

])ar.tS.s ot onua ~ved !.zoom ebG tzoadift:t oJ:ganlao.ttone 

l1ll4 the~· eonclU4Gcl vJ:th tber.:l• The entet'pdsaa,. 

ho:tlaver_. ~ not fno to choose their ~ paxtnel'& 

Pritm to the l:'efo#mS tbeJ:e ~· cert.ein ex;pt!rtJ.ments td.th 

the •dtnct· U.Dk' syet.em by vbich ti1e custD~ cou14 be 

brou,gbt elo•r t.o the produeor-. This ~rim:Gl'lt: with 

two eDteJ:',pltisa. - ODe in m~ end. &he o~ u GOrky, 



hod, dono lftm? with th~ .trNolvement of tho vedicg o~Dl· 

sa~tons ~ Wled to bs11c!l up dUeCt liftk bc:Jtwoea tbe 

ent-el!'.PriCOS .and tho oto~.28 'Jhe ente1:pd.ee• • £~reeaom 
wac 110t unUmJ.~. Alt.ho\\9h ~he two ~nee• eoula 

eat:.eJt 1nt:Q ccmuoaots fnely, .only e few other enterpd.aee 

~...ad. the fight. ·to enter I.e~ con~ with t!hese·. two pJ.lot. 

eote::ptl6etl,~ ·'the ~r of eueceas l.tH!1c::ato*"' tor theM 

t.'tfo etttciplrtses weo 11.1\'d.~ to brO · • the tot.al Yolume of 

~ea p.eo:l~oa aad t:~:tt&1 produ.ct.. ~- actual level , 
· of eutooomy pi:'01114QO to t'bes& two eA~rpd.ees. ie etr.Ul 

not ve..-y well. ~ m. one call be eutte of tbe fnct. tba.~ 

t:he· manegvs ot. chase wo enter:prs.ees eQJoyec! ~e ~ 

pem\enc:e i:hao. the otlOS in otbet" GDte;:pZ'130S nt tbet time. 

The a'Ooulto - tho d~ U.nk ~¥'4.mont wao jUdge4 

to be cncow:ogl.og. Xn spite of tho va.d.ouo difficulties 

eneounterai by ~ ol:ltcrpriees. thO oxporimont. was 

~ to _many ~ ~o. ln fecrt,. i.t wns planned 

1:0 «.Utten4 thl. o t!!etbod of rnaawgamont. to ell othc.w 

Ol'lteC"px-i£es. 

With the b$1 nfom paelf.oge ecmtng in, tho above 

proc:eo.s was ~taobt. U) on IJC!l. Tb;J nev ltefo.an pl'OpOoale 

:saiiLitl ••.•. 4 ........ ·_ ........ • AI 



11 

414 raot ~·- ay of ~- ~G· td.Ed att. 41~~ 

ttona-1 ·~ of n~aes. The ebOU.Uoa of ,._ 

·~ Untt• 03tpe.d~ wj.til tho. $sp1Glrrba~ o£ the 

.--~ met.~ewea tcOGght, ~ e~isea back 1:.0 lu 

ol4 _posttlOA oa diev!..,.onal ,. .. .,e. 1.1\lt at. t.be ser.re· 

t-ime ~ ~,,_ t~N"G· 91ven the ,-Agb\6 to $0Cepti ~· 

f.-om o~ ~sattons •• ~ac'tuctq p..:tQGt.s. u 

fo.-~ of some ~Jo'b& provl<ae« thai; ~· J• ott 'tM. 
.. 

level . .- ••" i# aboVe pleo .Gad 'thtlt it. .i.s ~UCEd 
. '· 

:IJtom ••• el'd ~· MtU.t.ale ~ pro4t~CJt;ton ~aetes. l .. 

we.• also to be Jmp- J.n mla.i wliUe ~ swm ~~o 

tba• .,_. __.. ~oa 4oU -· afEet:* iihe· plea ~oe1y"" 

7tbe ~ . ..-. colldtd.ons of tko ~ 4o.POD4.0 . ..,. 
. ' 

tbe ~ of P"'dtt.ft.• PN lf'I004• w:blch wen dl*tbuted 
by G Stapet"ior bOdy, --·· tellm$ end COftSi'ticms Of tbe 

c:oat.ra• GsaS t.o t01lov t.bG g.tvn D1SUA.b\1Uon ~ •. 

a.t u. tbiJ prod=- is t.t.Ot. lll1Rltl'al17 eJ.J.oca~ 1\heJJ the 

aonv•~s ere concl.wte« ·by ~ erJtWprJ.se imependea~y 
\ 

by ag~ w.U:.b the n~.t.ve pveb&aing orgatd.secion 

or GAt.e&."Pdso •. 

fte new Btat\ltea ell.OM;!t ~ •~rises to ee11 

QJW· tot;iMn,el 0# eq\d.p;nent. GG;ui#ed ~uqb J.oca1 pu.rcbetJe 

at £t;s owe a.__.tolt. The fJU'plu Qqat~ wJ!l* 
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!'beluaed t.lleru1pott. p~ia!ons, instr:~ •. i:001s, ~ 

aw and ot.hor ;uator.lalo, fuol et.c. foJr 111h1cb ~~- vas 

-~ aftlr al~ve on• !rom :tbG bio,.,. ~LUes 
arefuse4 to te.ke. 8BJ a-etiPOt\f4b11tt.y Glten .~ beta; 

info~ f~ly, couU :bC sol<! bF cbo ~tJM •• 

they -~~ 'fhe · t.1tt.tll8 of ~F Obta.tnet.l ti'Om eueh aates 

.,_.. t.o .~ w1i:b \\be ea~tsee. !'be ~ses 

wete al.~ -.a leeoe -Ollt. to ~ o,...1satione and 

enteQrtses., eq:uipmea't ~= ·-s lyU&g ~rl:I.C'ily unusea. 
Ent.orprises could t.nacedt.err lease out eve bull.dJ.IIGe 81¥1 

othel' ~· lytag ~Jt~?u:t1y ld.la • n.ntG f1Ud 

by ~ epp.J:Opdeu s~v l:Kdr'• ~c ln most- of 

•be eaoeo c£ has~, ·the ~mJton of ~ bl~ar: authe

t1ti.Os wao 110t J:Gqu.i#e4 • ~· case ot transpo~ oqutpnent. 

was en ~pttcm.. TM· ~ri.aeo wei'S' gremerJ ttte dght, 

evmn to· sell. p.roc:luct.s to 8IW other :body 1£ t.b3 pnxs~ 

4oas not. find e merket tbnugb ~ Ol'dors f~ allocation. 

NJ. ear es tho cu.nent ptodUOU.On deoitdou aJ:a 

coneernett. the position of i:bo· cnterpd.ces improved 

sUgh~y. ·1.1D m~ ~t of tho net~ly ocqutred 

righu obtG.S.Md bY tho enterprises was tho l!'ight to 

p.cec!uoo goods of bigbeJ:> q\l&Ut.7 1mlim ~to! by the 

st.ete eta~e. ~'bey elso could appRtVe, IJV· oonemeut 

with the ~ -tol-i.a~Uaaticm or en~ee).,- th& "4 



,, 
~eel apod.f1cntdtmo •~ the products 1itblcb bad 110 

$ta.t,O S~ ei..11ed fo~ it 01" Otbt.U~' ~1 speO!fi• 

cat1oru:J .., ~· e~bOdUes. 

fbe I.MI nfORS iDa4e it. poastble IW Ve#'Jo1.l8 em:.ez
pdna t.o fill pd.oee of dli,_..t pa-OTIW~t:s tthlOh ._ J:IO'll 

oubJ~ u the appn:val of ctae SUpeJ;lor :boflv, followllla 

•he gentWe1 tremeWo~:li of -•"- le;iela~ "r. ~ 
wJ.~h tho ~ entetp.d.H.. t.'be p.rloea of all o~ 

pftd\I.Gt.o ~ cenural17 ~ne4. 'the iMd~ o1 

t.be p#J.C'Ie ov~ bec6mCJ eoupt~. espeoieUv mum 

p.roflt. (Gales) became -bO -~- fect:o_. ~Din; t.be 

eice Of ~ fllftCl. Tb$ JtQgG 1~ dlfferOJJtWe Gl'DOA9 

che ea~S~"HJ, onatat ))}f pmfl.t;s, aeceaGf.tat.ed aa 

urvcmt· nf~ of Che prtee. system b 1966-61~. ftG 9oal 

of 'ills l"efODlS "'ea 1:0 bt.dld a ptica ~ in 8UCh e 

vay tbet. 'the. majNi~Y of tbG cat.up~J.MS COll14 eem & 

•110zma1 Pl'oft't coau• aa4 o •tn or the ~»~ 8114 the t10t8U 

earned a bl'lr. mo.we 01r .le.a in pJ:Opoct:.l.on• as 1s.betl" ·\10ft 

vu.led bolo t.ba. 'ao.cmGUy opeftt.tag eterpdeo• •. 29 Xt. 

· ·•ea ;WeaUsal tmt. .t.f-- p£Ofit diff~ale ue too 

• q·u r ~t • •••- •• · J _& a • ·• 



&aJ:V8, t1'Mm pr!cea woukl play a more ec:Uve roliJ u 
4ec1st~.. The ~ d. U.t ti.me vee to Me im&.t 

pn•a couJ.d. llO't. be ~ as e" eU•eaU.v-e 4ev-ice aarl 

pl4os «mtlaue4 to • p~ 1a t.he ~· tfhe· pd.ce 

n~-.. Ous .-s~ebt:d ~ ~ plan as t.be· cb1el 

eUoca1ttft ~--30 aut; em .,_ queetkm Of uw aa4 

bJ.gbt)Jr ted~Aolo;v pi'04~Dt pl'lces ve.~ lixe4 ia 8\lCh e 

way tbat. o -~n p.rolit. .U.ifllRllUol io alwe.ya maA.ntaimd. 

ta such mrlGG by allowia~t pr.tcee ma4 pmii~s • play a =~e 

ac:ttve t:ole., ·'the acopo of 9J;I0nUoa of the ceflUal plea 

\faa lJ.mlteda 

we have al~ l'l'OW. eM'lkJ# ~ tbe ~d.aes 

w .some e~· ill tldOptl.ag .lalxNr ~~ pollc:S.os 

aa4 Ate d.ae.m4M~ The MW nfOftl8 eftbenca! the 

level of e.~ la 'f:sbl• tre;ar4• 

ll¥!9· R!'\ llt!SIJ\~! 'U6,5-U§.OJ.•: 
&el!!£V.21.ws.e&AUoa• *the, merge~ of group• of 

cmte~rpJtlees to fom' pJrOtl~o:n · aeSOOiat.IODB' ozo '<tecbztologleal 

pJ"Od~on ~eGf!i ie one of t:he· .b'lsottta.nu developments 

in t.he mtmG.~t:. of the scwiet ec:onoDlf• Xt was adentood 

by tbe .erntet. plelme.:s ttbG.t. 1:bo .S.Rlag: structu.rG of 

..... II !Ill 1 f1 I_) 1 d_· .••. K ••.• 
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matlelemtm" watt .- ao~ve ~b \0 SWitiB1tt e high 

"'" of t.eeb1J01ogi.ae1 ~•s and to fo.rm the output. 

nn~ am.aMent~ be~ ~~ the .pO!l\t of vl• Of 

~· ·~ en4 p~u• J>detr41W• ID mOst. 

oe ~be soviet wd.Ungs• t:he fo~maUo• of the p%10t\UC'tJ<m 

o~ ls eeec aa O:bQ&ctuiatio of 148V'elopll4 

SQC1el.tsm• and itt wUonaUse4 14~1?· 
l' ~ •' 

2M fo~oa of ~ Pl'Oduct;toa COl'APlexe.e was e move 

~ow.el'lla biH'I.aon.Ul lal:egraUcm of -- 'ttal'ious et;ezpr1MS. 

-~ at ~ 11eme time it. chan$fe4 'tbe w.-tcal Ullke ot 
.._-.._ . . _ _. ~- --~.--: ....... · A. ••- --"'--""' of ~- ~~"" "'Z~""'-" DV'IoMiit;~:v,uif"• "~""" .~ .... · 

deoislODS \fbldl wen euilert AJam by ·~ enteq;tr..l-.e 
' . 

ceme to be t;&ken, ·bY' t.be p~«m o,®OC!.atlona. ll'J one 

way lt. ~ the role of c:o»val pltmnlll\l bf 

n4uciq 1d\9 au~ tlf the .ent.ez'p•.taes. ana • the 

other. eaU..ct t.ne b.t.._ 'bo4&es l.n \the ~ement al'd 
. 

pleMtag ~-. liloa' the mirdntn.ea erXI aosplt;~~t, fJ:D:'I 

'thelt:" ~blU1d.es -.,. inplemeftt plau am! !xr'Otll day 

to day 4oelat.Ol'l. tnatd.no. a, fa'om the PG1nt o£ vie~ of 

tn·e rtd.biatdu it was a pt.'DCIOo of •cS.ecwt.c-nli.au.on•. 
\ftlenas tOJ' the antexprieGS J.t: was QOJ.ls ~ than a 

ptocees of •.ncenvaii~•.11 1\lt.ttwgb the b1ato17 

il 'E. ,1-1& I 1-& D _ _.i ¥-'-a If PI l*lfi 



. Of tbct pt:'Oductlcm com,ple.)(Oa end tbe science p~w:t.t.on 

as-coolo.ttione goes back to· 1.9&0, ~ s.peeUt.c fCWLr!a of 

tht.fce c%gaa!GattoruJ hove ~ eccauil'ed. only u t.he •10e 

altel:_ ths ~u on All VAion l!mll rt .. llc ~114\\nV!al 

AtJoociatlou (197))* t.ho Preductton ASSoOt.ations Cl9?t)., 

._ setGace ft04\teUOD Aasociadoao (tt7S),. b ~ 
~ , "- • I . . .. . 

of pro4Q.Ctlon uaocietlOJW elGO gftO\f ~~ ~- •• 19"10 

to 3&10 u sm.12 ~" ~ 1n the "olume .of ~t*l . 
. Ot.\1tplA Qf illdustl'le8, ~GGd c!twt1ng tho ... ped.od 

fa-om 6.1 pe~ Getlt - •••• PG#" ~ l3 Tbt ~
cm~rises el.t= ,.._ lrom 356t to 14Ji6 •. H Of all the 

o:ot.ei'pr1a.P bJ:Qugbt. QJ.ldOC' the· a~eoc1atloa& .tn t.bs ~ 

1977 ,, 940a enteCJrioos lost. tbcU le~l laontit.y ee 

4ndopendellt enterpnseo en4 bee~ p~ u.uu of 
t.he nsaoc1ationo. D 'rhe ot.etws of the e.nteJ:pJ;"J.ae• wa• 
'thus 4e1egatotl to one Of tbe shop:l of a ~ 1 8l1;p(ll' e=-
pri.Ge•. The nlJ.lllbar Of eratel'PJ:lses 110t join.l.rl; t.M a•soe.ta• 
ttioae stoo$ at J300S to l9?7.M 

11. J t f J. II •• II .. r t• ... 
s2.. v .• Cbel:"kc:Wets• ~ ~rpnse in a Sytl't(!m of ~ 

list 800181 PZ'OCS~a•, pa ei..J!BRi!!SII Vol., 
XXXI, 1b:.10, Ueb. 1980. P• • • 

33. lb14., P•-'• 

34. Ib!4.; ~'· 
35. %M4., p.1. 

JG• lbJA•; P.7• 
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The·l.nlustd.al ~- compl-s. bed fjalafd 

~ ~'"" ~- ~ SOYA.ee plaDm~ra. !they 

eft· ple.Sug to bn.tJ.q aU the entarprteee Ul'lder 11\G 

ea~uons. 8\lt. &Mpite of this ~~ et.vmti• 

to 'be concent.fttl.oo of pJ!'Od.\l~ 11: bas baoft D01;£eect 

in~ SOVi<nt Vftion 1;bat ~la ea~tWpd.GeS an pJrCW!de4 
• . . ·•. - . . • 

0 

• ' 11 . 
w:J.~ some -...a a~ 1ft deoild.OD mald.nlJ•, X. aDY 

l ~ 

wav. this 40GG actl seem c. be G oenenl pc-aftl•• GGme. 

entewp.-1sea, · not. :tD~el' • ~UOno G.e ut•ca epec£a1 

~~ .u., 4eci.I!J£~i for spectf1c cuasons. 

Wbe 1.91? fti!o= me48. it •rr cleOl" ~ p1~ 

8boll14 .-.o p:J:.t.-J.ty (We' m&MgeJ'ttSnt; in the ecoaom,r. the 

p~ei ~- waG to ~e the plaDD.lng E!teCbanlem 

enS. to. bi"W it. to s level where ~eo maMg~ beNe 

ooly w plv a. seda.ttal 8ld 8\lboi:CU.net.e r:oh. '!be ot.• 
••pact. of 1919 .-DOt.Dlc nfo~tn lla~&; 1h &'GMemgbasla • 

.regtcmel pl~. ~tori.al A.ocSU&'tt'ial eonploxes wre 

fol:Jfed lD the U.ae of t.he ~ct.ton nesoelat.lone. 'lbt 

~taglonal mloindao wete glven ezt;ca !~ . !'be idea 

behlbcl .. •bole proce~• wu 1:0 &n.cnacre the ~utcmoaty 



of the .ug&ou. Oil ce:RA1n espects it bad soma eim£1al'itloa 

V~1tll the &ovtuJX'khi:>aJW ~ .... of 1957 b1.d; ._ teope 01 

the 1957 expet:~t wa.e •muab •U•·• 

:au. 11M point.s of ~1t.y ~en tho ~=IW' 
ont1 ttr-J producdon osoociatJ.ouo tU"G ee fo11Q'Aa* 

t .. Lorgelv solf•saf£1e.Lent o~e.Dienttonsa 
a. Regional characten 
3. POslUon .ln \he mGJla~Dt aDd. edad.aiat.raUVe 

hte.rarcby. sotb ~. orgeDitJat:iODe hfi4 occupied 
mUCQe, level podtJ.ons. 



fi\s oe1lUGUM4 mo<Sel of plslllltng was .ta He ta 

tNnQ'SJY ee Aa:a otbea" Bast 8\l#Opean SOcialiet. .coaatz'les 

before the· llefo~ in lHS. .,.._ soclellet. •• ta atngaq 

4~,- decrlded oa ~ uoks efld the ~ of the 

eeonomle 4evelopnletl~ ae4 oleo dlMaW the n~a 

iJbec aeoUI'«< the naUsa~ of ... olljectiYea. ftte· 

eeoaomic s~ h Htall9ei'J' CJ.Ui'bit.eil all \me \aaic leaturee 

of e ~~~ ~· ~· ~be oatoJ:pJr1eea plaJ'*! as 

'passive o w1e .ta Jhlbt~ o.o l• cU.« 1ft. ~ sut.l.et Ofl1oa, 

iD pletml~ precsea.ae& etd til ~c dec1~. 

eo. caUal 4ec.Ul~DSJ e"*bor1Q aot:. oft17 took ~bra 

tunOI'O ecoDOmt.c ctacislons \ilhicb ~ the Mt.loaal 

e~y as & whOle, bUt also *he maJozo abaft: of t:be 

4ec1aion• coneei'IW4 with etu"pJrU. tQG11Bgem~. 'fM 

cmteJrpd.MG ba4 the ~1e of ~ the pJac CUztacUves 

end to ac:bie\?e the pleul tervet.s1 the plaD ll:dl.cea c:ent:.n11y 

4eter:mt.I1Gd u4 4leatgnsate4 to a c:erta~n level fo~ ~he 

ente.epriaaa. Lt.b in the trssRt "-• were a~ a~ 

Vad.OWI po1.ds of Ume to bl:.lrlg a!M'Nt some &aceatra11• 

sat101'l in 4ectaton •Jd.n;. XD 1954 and .1957, the ll1.Uitbear 



eo 

of ~soq Wiestors - bnfl\Jht ~. 39 s.ltml1~ 
neow4y ~ill othaJr l'll$BGGCOO \ttan adoptAd to ~oe- the 

a~ of ~ GDteq,rJ.oos in the ~-ae of wage formot.ton. 

The soope of the· ente.:prtses• f~oaing' 't1B.s fuctbet 

wtd()t.'I8CI by tbe Sl'1ti:Ot1ucti<m of 'the prolit sbaric;J eyotem 

1ft 1950• f4ba r.o.ro flmd.ble pft.co &yo~ fol'f.Qt1ti0ft of 

teehnologJ.el &.welopmGM fund and t.bs: laVoiluct:Se of 

tb_e ch- on capital. ~ in 1964.40 ti\Xngd'Y• l1ke 
i 

40. 
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·.Otlv.ur Baat ~ soct~ coun'tdes, tollciw'e4 'tJ'Je 

SOVi<lt pd.ce SJ'Retlt ·TivJ t:GD.tc'elly 4ftO'S4md _..lqi4 

pdce ~ ~ t!bo eco:po of ~- edel:'pd.aoe t» 

come 1ato 4~ ~- w1tb the outJt:Oma• (may· tMi 

another Grltel'JI'd.ee Or' coapentt.ve ~lse). Le•e 

a1cme ~he nst.n.=es col.G of ~ market a= t:bo iMfft• 
i ' ' .. ~ t ba e .. cmcy fnlh~~ tbol'e)Jy~ ~ ~_,~ pnc:e ~· 

WQQ e. fefltte# 0D the dOVN0,6GGDt Of bOX'!~ U~ 
' ' . 

~ tba. enterprises u4 OD ~ 4$¥01~ O! fONgn 

~- Tbe· 1951 awtco ntoa, in Wl19e.~Y d1d roi: flmda-. 

mentally chenge the wey J.ft \!thiGh tbe prices wen to be 

ealcula~ ~1'$ ballJic L«et\ o£ t.he t."ofOI'J.'Il wae w mau 
' 

'tibet.~: co-.$pQild mont cloSOly to tlhe· ~t of pl:04:union. 

On ~ q~~ o£ O#iifentsau.on of ent.eJrpl:lsu ce ..... o 

cbtmqes wen maae. 1ft tba eat'ly •csoa. 'l'bla vae with the 

evol.QUon o2 ~n' le#'gar orgt.mtaau.onu, dGVelop.S by 

~oamatl:ng nt&m'baJr Of 1n4usvt.e1 en'-eq,tisea end eo

opei'B~ves. oftcHt call.C urust.a. -lhte liaS a atep again, 

following ~· aovl.n pe~ to ~ i:be mlMle 

level .of the edmt.nt nn.Uvo and ll1BI1tl\lenent epparatua. 

t1haW\fel:' be the .ontUI'e of 1.mo .r:ofoms cal'd.e4 out. 

aid the leJel of •eno'I.UinmJs l.n tfM.Cb the eefo= ..asuns 
' 
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.. l:Pdco au.tonomy CU4 mt. #GSU1t ift ~s fJtOmi 

the 14t.not.l'lle .1104e1• of m8J'Hl{fement.. eJJ4 ~11i1 of tb8 

economy.. The cowect•:ve -. .... aclopted J.n tllfl £om 

of parUal mo.i'mS co\114 not Cherigc. UlWI po$1t10Jl of the 

ellteori&G$ i.D ODJ' e1(111if1Cfmt; way. Tb.G ~c p.-obl~ 

ad.'$1.ng,. w~ at.. UCI'O w a• l'l'llm:o l.$tle1* on ~ 

of t.M nowtct!ve atoi.e of ~· e~-. ia deaialon

ma~ eouW RQt be aclved w11)bou.t going fQ%" a j!W'.l4mnanta1 

Ohenge in tbo ~mont and plali1'd.nf syst.ea. The 'tlheore

ti~ and p1emu.u:a SQOn entei:Od into o vi4o ~aag.ir:lg 

4fibate on ~ia key· pi'Qblems of ·tlle et:OilOmY• Ill .. 

de!:m.R, t:he J.nd!vidual op.t.Dloas of tho· Vod.OQO ~ciparltua 

'f18X'ic4• Btit tho O\iltco:ue o£ the· deba" ln Htm;G~:Y lf4S a 

genatral ~aceptanco of the face t.bat. ~ I!"Gfc:»rm ebouJA l)e 

8 ~al. QDG. 



Sl 

!tl za.maeq tt6e, ttr;moary. ti\V04UCO:tl a ~-~ve 
e~ hfo=t ~ ovo~ thO g~ing pmblems of ~ 

merl'f:;. ot •bQ eco:riOlQ,Va Tbf.! m.t.ure end i:hc sc:ope of t.be 

~tiec ftiOJAn$ of 1968 ~ os tho S!t-1 ECONOJUC 

MfJCHAHISM) vee 1:041cally 40£~ litem the SOViet ,coefQI'mS 

of tMS. %c eleo w .MtbiQg co ift ~ llith tibc ~ 

socialist C'Ddol of YUgoslav.h c4opte4 s.c 10&$. 41 hade• 

men'\Glly, the c.-ot01t1 tftm to obabl!IOD t.be • tUnctive oo4e1' 

no a wb01o. ~nd o£ setting ot41goto&"Y p1e;e t~.eAJeta 

for Uflory ~c acUv1ty u dot~Gll, tbo weom p,J:OpOse1e 

om1sago4 ~ tilR of ~c ~ulatoro (pri.Qrest t:axee, 

c.tutlos,. to.J'$1go exchru:z;e ro.tss* . .t.n~st., .tneont.ivea, 

m&:tket DQPPll' and 4emeD.S otc.) ln ~ tdtb 'the 

•caaai»!!dit,y mrutket eco=rnte envi~t•. 42 1.t1e mod.el 

41. fto 1\lgotlla'l ~1 io c:=rtlD4 ~- as the •~et. 
.soc:iaUet a:aoctal• or ~mea ae the • self manag:filll1l!ld 

. mo4el1 • ae.r:e the ~ieee ate ccualetely nspon.. 
cUalo fa~ the production mid invostmeat 4ocia1ou• 
BIC.Oep't fO# the fad ~'t tho means of P=duoUon en 
o:~nod by the Gt.atc:a nod the wormrs hovo affective 
collti'Ol ewer l_.. oae llD!a it diiUOllt 1:.0 usee 
~ sign.tfioant clt.£feJ:Gnce bet.Veon tho ln.lQo•le.v 
modal -aM BJIY ~ lll'ider cap1--Uam follOWing..-
1Wld o£ a .btlJ.catJ.vo plallnJ.na. 

42. L. eoapo. ~al Plenning 1Q6 ol.d.ded Mo.J:'Jwt Mode1•1 
ts.\!· ~ vo1.x. Q)s.s...a* Its&,. 



g~Uy 4esct1W t10 tM 1 9tdAed m6k0t. ~•1' was an 

G'tempt. ~ ue .maJttcet. ~~ w ia;lto\'e l:lUocaU•e eta
cd.eacy· 8ft4 tho SJ'4~$ll of' ll'lCOilUVctS; vt.tbi.D t.bat. f~dt, 

wbe#e all the rnaJo# 411'0Ctloas of tht'i ~· am at:tmn.tnea 

by the· ·ceDWa1 pl&u. 

~¥!$ !lA!'!ll!t Ra!!S..i• one oe tbo ~ 

im,po~1: r:esult.s of tbe tat (~ ~~ ~em) we.a. 

the etaa119l:ng pos1Uon Of the entetpt"1GOo in the. ~~~ 

'lh1e vas effeetotl pdmuLly ~ clwlg'ing the placftlng 

procfi!dU!"e• After the l."i)foJ.."m.t), the ~ud. pla;cs won 

&'btmacmea. ~bo. mediUtt'l term plane,. wbJ:ch covefttl a perlQd 

of S year-s ~ impQJ:tllnt in thG e~. ~ five 

·yool' pleas \felrO atv14sd late two pafttJ .... the 4 MttJ.I'B1' 

sectl.lot1 gave na. out.Una of the 4c9'elopmrm.t. of ~ SCOJ&CXnY . 
in t«:m:a of ·~ maC#Q a~-.o~.~, eD4 tbt> '*o,pentJ.v•'· 

a~ ~s.tnea ~ eta~ of poll.cles, es~olly 

t.be &ttalb of ttae· ~c COg'Ulnt.o,.a. 43 TO re4u.oe 

r1;14lty of 1:ho plbnS the uncefte.t.at-1' fa~ vas teJten 

t.mo aectnlllt. e. pi'Ogl'e&O of ~ platla • .C. 1:be 1mp1 ... 

mentation p.J!aC'JeDa,.. wae st~ e&mully end .for tbat 

e~ t.e..-m plans. .-aagiog fmn a ~s to 2 .,. .. 8# WG2I:'8 

._1 ll. lt.Li bi L ._,WI.-...... • 



es 

tnvo&loet~:. «~he pufo~ of ftOb pleu aoa1d nfl.

the l'llll41um t:e= plana ao n.a to help c:baJ¥,Je the pJ,aa ~ 

ovu DOC$OSQY• These OhBrlges iD plMs WC'N14 .t.Delwte t.he 

...-juet181' of tibe· ec=onomle ~a,on. 

tmea the ·~.uve JrJC4el~' was ~- 'the· ·~•' 

of· the bl~ aut.borl.,..s 1011t *ek pot!LUon as 'the UD1c 

betweea -- pleos .and the 4eo.lldoas L\n4 platte of t=be 

J.n€i1ri4ud ertt:al".»d.aes. · 1ft ~be .,., eyatem 'th.t.a UDlt ~ee 

e8t&•Usbe4 ilhl:oqb the \l$0 of ~ ~V#S. e.g. 

mo~ tird cndlt. poUQy. ~tezy po.Ucr. p!!iea poUcy, 

trd.-e•JN.CYCe iofts~ ~. ooati'Ol of ~ efta:b

U.ab'afmt. of aev ea-..rp~tJ.Ms• ap~t. tmt1 wet• &f'Walsw 

tiona. ~ u4 .ill,pon ngulattcmo ot.c. 4fhep was 

aao~~ G8\ Of ..._ulaU.Ofta Qftder the v4!11lU'Bl ca~ ·of 

•41nct. ~nt. dJ.notlons' • "1'bJ.s gave ulirat.Ud. 

4tscretl~ pove&" an4 tbe r:.tqb~ to 1atervtme in eny 

~ ~ opeRd.ona of the entel'prlsee. QtCh 4111CJ'etioMI:';V 

polifWS in u.e. haftlla of the ~al a.,_d~ n4UC:e4 the 

actual 1D4epelidence of the ertt.elt.PJ'1see. 

The ebOU.t.lon. of the GrmW plene and the ObUfJ&to'Y 

.lntUca~rs. ~ JllnG'Ulen ato.:prlse& COl&ld ac!just. ~ 

pnduction ~ to the chtm;J!rlg' d.l'CNl'!l8ttmc:•s Oll 

thtJilr ~ Aec:Oidia; to the rtGt~ Bft~ta oftly 'the 



W890 JMte \'ltlO trJ bO flxe4 OJD~ll? • ..., Uae Of fdw WQ9C 

bill ·- to ... det.elfdrieA tv ~ ~.t.- ~1--. 
Al:IJ»Q.gh tbG WGP tote &0 flJlCKI, ·the 118grl ddft WblCh 

.., oammoa .,_ under .-o old • ._ Cio.Jlt.lo~ UdGJ: t.be 

new~ of~~"-.." ~ alfect. of 
• I 

wago v.u• •• e~i~ Ac. t.-, man ~IY• ~ 
-- ~· ~. t.he ~Uo$- M\'0 ltl)ft) ~ 

--~ la'boQr· ..,.,.~ poi!CJ? ... t.to.le .... ~ 

"' pnenl. The ~- of .~ ollo.ea~ of lQoQr 

was ~ •. eJIII. ~ woatJtce ·Wft"G 81~ t.o ehanp 

~ -.,1~ - t.ba~Z'- ~ •• ~el flteeJ.rq 

o1 .t.he ~ ~ tbe eflecdve SCOpG of opwatt.on 

ol De.~.,~, 

!EtlalN!D\ oJ!!..$1!1&!1 .~ lb tbe Javo~ 

hcmt al&o, d:tb • A~uct.ton of tho now ~- so~. 

tm.tii.CH.m f1GJID1Uty- 1D t:bo uoe of £~ o~ 

lfitmln tlia ent~eo oJ%4 .to c.bo GYaJlobil•v of ·cnal~ 

vas !)1:0~ io.. Tho .c,.._ o£ ftlrumclng otl itlveot:leftU 

waa ac toa.~. so pGJt ·Oillt oe t:lt• ~ cepAtal of 

~ ~- \f&B ~~ ,..,. i\W cr.m fund. . as vru:' cent. 

••• u • $i1t:M. il .... t _j__"l)··· .... ,, 

... n>JA., p.;11. 

The tendency for wage earnings to exceed wage rates gives 
rise to wage xxtwx drifts which is measured as the difference 
between wage earnings and rates. The difference will consist 
of bonuses, overtime allowances and other monetary payments 
made to the workers. 
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ot ii; wae tbJ:ougb ll'le4iwn t.oftl cn41ts. "fba ~- tema 

lotma tte.c'e o£ ~- types • one wae oL•oa to those fontgn 

~4() en.t.erpdes tfblob tfete e~ c>f woltld.Qg cmpi~ 

iu .rartoaz.y lt6S ell4 tho otbel' W#lC g1•• ~- tbe ~d.

foe ~ ~e Of ft\W ma__.lal•• folr ~•a ot lebour.

e-=-• ~ 121s per cent:. of ·the wo..-1C.lrlg cap1tal wa• 

a~ IJ:Qll *10DfJ ~- paad.fs*• 1.e. -~- ~lt: ot 
the •terP'IAB 4ue to 'tbO nettonol -~ ~ not. yet 

" " : ~ ~ 

pa£4• ·Tho len 1111 pelt' cea wac ift tho fOIMl Of ~ 

tee CftWU.ta. 45 ao ~laes bed. _, pay e 7 per CaP 
. ' 

of· ~st ·= aliO.I'b ~ cm:tdtts ttl a44td.on to a 5 »U ceDt. 
' 

t.n ·- · · ·r _ tt tr il t •••· q.;. H JA. 

- ... &!U ·au. Ull . 
DepneinUon 49.1 .aa.e 31 & •• 11.1 

Profit.e s.o .29.1 21.i so.s 
Ott.bra# ..... '·' 9.-3 10.1 e.e 
state 6\WPOft 17,..4 11.a lLO sa.s 
o:-u• se.a. tt.J 18., t'•' 
SO\U'ee• :J,. ~SlOt! al'il M. Mark!el, "'.rrle IDVOS~ 

Doci~ Syst.em U\ ttanguy•, fi!l!m 
~d~&ll vo1.u. so.s. Sp~Jl'l 
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clvla.ve f!w 'the 'Gee o! a11 tbQ·. wo~ eep&W. 46 .a. 
affect.lve .~rate Qf ~~•ecest. ~tae~ W'aG rdeed· to 12 PtQt 

oeot. 11\e on41~ wet:e DO\ au.~aUcelly .~.s. POl' 

ev~q to adalt.s.o:nal dai'S ·• o(IJ:U.~oul. ~est at ., .. 

#ate of l pO" out lled. to be pa44. •. 47 

ae:tore t.bo J:efoms. ·thf; onto..--wi.oea· UIJe4 to recel•e· 
.. · .. ( .;. ,· . 

41\ J.ftt.tiel erd<T~ ol tiC~ crap.ttal. ~ t.ba 

~OI'm.s 'he erJt:erpnsoo. bc!cmn1Q· ·GOmPletoly eelf nasnoet 
+· • 

w£.t.l\. tho.tr .wo .. no eapltal. AnY inc:ft!!1en~ to t.be eXiottmr 

lev&l of wo:dd.tl9 ceptt.el bad to como eit.bc'ir ~. thou 
... '"' " 

own J')l'Otl~ fund ox t.nJrocn c#edtta. "the flxecl eapit.ol 
' . ' j t\ . 

te elao fi~'-'Bim£181' way • ettt.net: fJtOm ~rtee•·a 
. " : r 

~ fund ~ bOla . ..u,u. 'The taellium ttecm «e41~e an. 

aaactlonell uavally £0# a ped.o4 o£ ..... e yoars,. wbi.Ob 

CSJl be ~ed to five y&GJts in apeell)l -~· Tho 

medt.um teca Cl'e41t.D eo.c augmeD'-Otlon of f.I.X84 capital ie 

nl4t.e4 to tho 4We1~ f~ ~.e. tho OJ:edt'k ia 

qJ.veu to the d&VelO,pn\el'Jt. fun4 of the -ent.erp.ttiso .fdid tms 

to be npal4 i!.rom 1~. CeJ:t.al.n provlsione eor long tean 

CX'e41U weA alao J.atro4acecs. BUt. ~bOse were Qellrst. for: 

tbOse ect.lvl~ wb1c:h weare nc:og.aLftd es eeseatlaJ. to 

"· %bid.. p.lJ. 
4?,. ll)JAI., .. P4t14• 



the ecoaomy ao a wbQlG• tfhe GU9iht14t.y fu ewlv.tag for 

B\lCh loau was a~mlrd b7 whetb\w She ps:oJeot bee e 
prosp~"'O #Gt.un ,Of 10 pal" omt:. OZ' .aot. 

At ~ maceo level sf~ the areformt.. ~ ltt J*# 

eon~ o£ ell tdle t$.lee4 co« ~9. oapJ.tal of aU 'the 

<mt~lees t1es Uf1arlee5 ~ Cl'e41•o".48 M ~ ~ o£ 

it· vaa ~ fi!'Om. e~eed~. O"An. ~tmds 81'#4 a-= 

so per ~ was dulvel -~ ChG .net&on.ftl b14get.# monir 
in ~• fomn of .tavostmcatn iD ~ ir141VJ.4ll&l major 

pr:ojuu.·49 

trpto 1957• · ~- ~:Je to tmo vo~ cGPAW oi 

the en~rioas wac to )):) ~~~ by _.. stat.o J:aull;et. 

Tbe. fletl8R' .Phetlee was- t.bet tbe .l~GGc! liOI"~ 

eapttel had: to :be aed•d e.-em t:11e ft~mto c:weatec.t b7 

ncoWYP.llat.J.on. Tbllt &CCNIXt\\lJ.eti<m of al.l tho cmt;upriaea 

wao· dUeoted to the State bw!got leaving the enterpr1Ma 

ttitb ao aou.t."Ce to fimnce fl.llY lllc.,.se in tho \f0%'Jc.lft; 

capl~1.. some cban.gert ~ Glfld.e altw 1957 allow£119 

tb) onte~•es to &"et:Qi.n o pan o£ the.i..r net. income 

in oftlcur to cnate fu.n4a for prof1" .obadng ord flor 
' . 
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4e9e~.. The· 4eve~ fwad. was too .smau. in 

~1101'1 "wi~ i;lva ~ iJIYoe~ lD \fO.tJd,trJ capital.., 

Tbu d1o .cole of ento.,.su Oft o~tat.t.oa of wotJd.Gg 

Ct,!p1"1 W'&S Veil' Uad.tal eti4 the SUM ~e-~ 

u be ~be main ~ of finance for tbis. ·'the· locrease 

la. lie4 cap!~ •s ~lStely ftaencect ~~ ·the BUtte 

buaget. so tM ent:.m:pdses met absolut.e17 ao a~ 
~ . ' - 1'! 

"tbus ~• 1968 -(tl!'ra8 b!lo\\qb~ £Do &igntf~ ~e 

:I.a. •ne dk~l'l of .l.Daeadeid eJSt.erprise autoaontlf by 

·mald.ng them cromple-ly deP84en'- on tl:lemeelves tc f~ 

clng ftaed aad wo.mtng capS.tel. T~ n&A ct>«lit 8J:24 

investment poUd.os enabled tho eut.~dees to doc14• 

o'ft t.he amol1tl1:, of stoc'k neossneq fo• -~~= ot 
t.heir owll! t>.rotl~ion plfl.ns. :tt to true that tm level of 

&rdependenca in decision ~d.ng by U\e ~seo lfaa. 

lJnU. ted by th!l Gime of tne doveloptlOnt ft.Uld_. i.o. 'by tbe 

le'\lcal of ~aow:ecs tho cnterpr1ses bad 11ith t.hemt. ~· 

·the i~ao J.:n . .._ atae of tho ~ise' s OtltJ fund 

l~solf 1e4 to 1~s¢4 aut.oncmy. There we~ wo otbe.

&m;po~ maasuos lntroduoed An 1968 which widened tbe 

scopt) of ~rpJriae•• 1a4opoDdert't- deetatOD meld.Dg. The 

tlrat is tbti lDtroduetle of lnte~t-en~s• cndl.~.t.ng 

system tlhlcb al10'1fe4 tme entel:9J~1sos ·to lend tho1r exce•s 



. 01:. 

ttodclng c:apttal. 1:0 other coopen.tiQg e~rpri_.. The 

otbeJ" measure al1011ed ~ ea-.rprlseo _, 9ftntl ~reid. 

eMits to 01\Q OllOt.bi;JJ" la CO~i.Oii wltm t11o 4ell118#7 

of goods or pod~ of eetvJ.ccu;. 6Udl ca:e41ts tJUe 

f~ 110m w~s .ly1ng .idle Q!QpOI'ar:'ilF• Those 

two meati\'tftiJ eu:-e119t.heae4 thO bod.:ontel Uee a.et.veen ·'-'· 

dlfferea~ ~n.ees. s.lDOe ao uom we fixetl b.f the 

centl"el e~dt.y regatrdlng au:cb .&n~~

cce4&.ta. \he eateqd.se •as · completoely ~11stb1e lol!' 

G\leh UMnctal q#eemel'ltis \d.th any o•:her eat.ei'PiiP• 

,_ce ts ao 40Ubt. of tho teet. ehat tbO ;t.avesb...,. 

o.aa CdrQdt~ _pou.ote• .~sed Cbo eu.t~ .-ole Of ·Che 

ente~pd.ae.s e.o a luge ~t. Bt~t even ._, U one 

obaen"ee eal'eftl11y1 cert.a.ln C!OD$tralni!& on the 1ndopeldimt 

functf.oning o! t.l\0 entezpriMS becor.tWJ vls1ble. 

The OI'Ed.l'\T. SJ'8t.ell wb1Cb we haVe beec 4Ueqa.t.ug so 

fs* eaiUJO'b be eeen in taolauoa fnm tbe e..Si't »>UcJ.eL 50 

CeAUel ObjecU••• of eooDGm!e poUd.os en· al•sp to be 

V.JIItl .• lt n·l.iq_t .• l ..... 



t2 

in ... lontt:OJ*. • _ ...... the Cl\illU'C pollcko. tbG 

OOYoftmJerl~ very of-. be4 t:.o incu:vew 1ft ftaa~ 

mat.t.e" of ~ ~rise• fte $00PJ. f<d' 8U,Cb &.Jlter

ve~ wee elna47 t~e ~ 1ft tmo 1'8fo#l1l mcdel. '!'he 

t=eoka bV ·~119 o_. &tfiJ'£81 a~ t.om ~to, coul4 

f~ 1the -.~eos to tleCOP• tbe pa~ of MhElv.tov 

dich·. -e baD1cs felt. to bO ~ 1'he ebiUt,r of tbe 

ea:~ses to paJ" 'ChO tnt.enst wao not.. the sole. ctttcion 
;' 

of ~ailltil t.he. Cl"'#~sa ot en a~ise. 

Vtll>~ otbel:' ~iotiOU Ue4 to be #Jpoao4 a . ..._ 
' \,; "' 

encez:prise u· !u perio;rmaac-e wes ~ QPto t3\e .ml'k. 

The CI'Qdit:;s ·u:G mot"O often ~ubJoet . 1:0 e detatle4 ut of 

, ~ rneaew:ee 4etel'i11iDlng eve the siae Of the 

4evelo~ fma4 aD4 the u.eea ~bet ~n be made of them. 

suc:m 4ieel'ad.Dato%Y .t.nterventJ.oae can be ~ ~.t.tb 

the eompany let~• lfltlou.l' 1atf and fiscal aid mc:tnet:azy 

pol.t.ctea 1ft ~ ••• 51 'fbo pdllCd.ple• of sel.f•fioanctng, 

al~b ccmsJ.Clel'ed ao aoft'GCC, the GJCesa lu aelf· 

finaneiag is also 4amagtaq ~o the ~~ rt vee hold 

by nu.taber of ttun9sriu et:OJIOmS.st.o t.hat. tbe UDC'e:ltra!nc4 

self•flmmcing leeS to d.M tn t)be pnce level end 

pJreVent.ad the impl«::aEmtatioti of certaill .POUctee lmpo.rtoDt 

•• 1 ... _-, t •••• 1 .. _ J- 1 ' 
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for ~- ~.sa wo a e.wq t4tm ,s~ p.W.eme often 

·t:Qe ·1\igber auth01'.1ties bed to latoneu. e. legr4 . 

. ~ o£ the ~81':e#n to intc'vcme ta * fMctlotd.fltJ 

Of the ~daea vas i'lmbod1e4 £a ooc of --·oJ.aues 
of the fO\Irtb ~ plaD •. 

elause ''·Cal.. -~ cett:aio ejoetifte or ~ MtiOl\al 

eeo~c plan cannot. be ...Uaed w1-. e SU'table . ' 

altel'etion of the ,.egulot1D\'J qateftl, - if tAJCb 

a¢t.l.cm ia .-ve~ by ~ iate.teot of i:htJ Mtit.mal 

et~ tho :ed.nioter& co~ ~U USG· 1Uteit: le;al 

powu el'd J.t:ui•e ordea:-c to the sta~ enterprlsea•.53 

rmmetU.ately after the ~ of 1968~ the mialst.ero ard 

~ s~.lao.ry bodie& ~inea passive obaG&1fftS of 

~ atlelra of the ODtel:pdaes. aut ~11y tbek tole 

tiGc:ame ltiOt"O e.ct.lft ·ana their iat:eJ:Voatlone rnw:e f~t.. 

2t;!Qe 8!,\la ,&ad PJ'!£2 J!I!.O!!MI TbG 4#'awbaelta of 1m& 

ee..tUer pr.I.Ca .oysto:r:s wao Very cletu:. !be ~ of the· 1968 

p~r.t.co J:GfOI'IDS was t.o gJ.ve mora f.l'eedom to tbo proc.tucers, 

o.s well: os, to the cuot.Omon .S.n deciaion mald.oq ngerd.ing 

t.· •-•' r-.... 1 1 •.• .. .~ "' • 11@1: ,a.. 'fbero in ~t:.bo:r 9J10UP Of economtstw who preaer.f.be 
.lnenaae uae of self f1nGilC1119• · 

5J. Foutb F.t\te Year Plant KUn;eq. QQ.OU4 irs lb14., 
p •. ,,. 
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pl'ko fo~oas by ollodl'lt ·tme ma_.Jcet lorceo to play 

e. tnOI"G &mponant .-ole. 'ft1e wboleseJ.G pd.CQ Sf'$._ wae 

mde ~~ Only ~ pr1ctts of the· .a~ ,&mpoz1;ent 

raw mat.e.rulo were ceatl'tllJ.y dtnecmlnEdt othe•• •• 
d~ oonvaUy ll.ld.M4 or frGoly 4etnrmlft43d by agree-; 

men-~ suppU.t!l'e. end c~a. fte ntom ~. 

wita U pel" ~ of iloat.lag or £a'l10 prJ.oas Cbofon ~ 

reforms too «20tteopon::lf.q fl;ure wao 14 per cent of tbe 

1t0ta1 ~e.::) 50 per coat of fl..S pnces (for all 

t:r.heee the 40W~Wud IDOVQ11'$nt. was allowed) and 37 per oent 

of Umi.a pd.aes (psmi~iat bOth 40WI:IW'84 aid upwaat 

.. mavemec~ tO t.hti extent of S to 10 per .,. 54 -

J:e1e:tl~e f~ of -~- for laqe a~ Of gOOde 

was a -. fo_,Ud fJo ~- •~I'Pftae atltonoaty• 

Also# ..... Hungerien hfOI'm of 196e made t.he entac'

prlees fne to. aCljQ&t. wages and Gale1'1es acc:o.Uog to 

t.hek own . .nct\l.f.Jremiult.B wJ.dlin certain agg.ngete llmlU 

on income. Wbe nfotm putt a 4 per cen~ UmJ.• on tma 

yearly ~ of a.;gn;ate ~sonal ~ 1D tme 

enterpr!scm and a pea- cerm yeazoly ltmJ.t Sn bWtgetazy 

lnst1tutiona.- t'he procedum to bo folkued for 1me 

; · •- •••• ru 1 .. • u• U"e · •• • •• •-• .... 
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, 

waa to· 1M! dGtftmtftcA by 'Ohe taU•J4ual. ~1sea. xa 

the fol'ltigb tn4e f.-on'l al.$0 t.be aaterpriseG ~C)ll114 c 

iuvu ~ of lnd~~ d.eolatcm makia;• 

There Ms 1'10~ beea -. D:;Jtable cJW~ge ift tlbe e'COI'JOmio 

meehflDiom nnt1 therebf' iD t.m tto1e of Cbs· onterpl."iaes .SD 

HQn9aJ:7 ia tbe *10a &l'l4 eal"lJ" •aoa. R\1i'Dber of. cb~ 
... ~ •. . .. 

. . hdvo been n.ta.de, !'JUt. =~ at 'tM <=esc e>~ eay fund~cal 
i • 

cbnago in tbe tc'IOClel edop\elil ill 19Se. \'he nfocms. of 1968 

bWG m8ftY o idrtMlS baen qu.eaUcmetlit It J.s someUmee 
" 

contended ~'t \WJ teetn1Dat.iOA. of plan b~• 

.end Che 11\U'Oductton o! t;be PI"'fl• :lnte~an- p en~ri~Jea 

fdled to Ga\\Se &D'f' &~tal bl'eaktlu:ougb Githel" 1D 

tft.loie&'- _.UUaaU.oa Of ni!JO\U'Ce& ozo 1D ma.t.ntatn1ag a 

stable aemaad o.na 8t.1PP1Y &'OletJ.oae w1 i:h t.he etmSWDQre. S$ 

·l'he idea ~ the nfo.r.-ma. aa me.nttoned earlier_. was to 

C~"aate C:01\P8tltion among 1;he enterprises. Bu.t .in pl"actAce 

tbe ~tioJI could llOfl 01"0'11 co was ~ OD a.or::oun~ 

of the deve~nt of '*fGOl'JOPOly' eutcu:prieea. Given 
' . 

t.be s1• of the Hullqtli'Lan 4o'm&Sts.t.e~ mrur~ tUlY bio .ents-

pd.• could ~ mouopolistic. Tbe fact tmnu suob 

a • II! a us _ • a -• • te * 



'' 
'tnOrtOPOl'• • wai'G !asti~al1ae4 ~J.ly# t.he.IJ:' 

lnflw.mce ono thO mar~ 1t8ll ~ more th.- t.bo ~lies 

ln ttto f.:ee ~ltot. oicutiarlc* For com.ped.tJ.on to develop 

·ehe iStQ&ller Hutl9Grioa ~sea :maedod more a~. 

xt bas bMm fo\l!'14;'t1ie fn!Ob- ·U'aff1c monapolJ" of r-taspel 

was 4e~ bJ' the cmeller ()ft)b1~0Wil ent.tll:Fisee U'ke 

*~ ffWlg~Ob ete. 11heD they t~ate. eU~ mote 

au~. 66 ~llent :rcoul:t.e wertt eahlev$4 wh<m smau 
• • ./ <.· I 

allOA.Uatr \JQ.lts were permtt.t:0<2 to ptodtlCQ spaJrti pm:U 

on t:hail' OWD to till 1:be·· 94PD ill tb:e ~ciU Veblfitl 

png~~ ~!.Dot\ to 4S.m1ccto the ~1GilCck& in prod\tetlon. 57 

8\lt at ~ ~ time. ~ OJtt;oitpdoos beha'l'etl co~ 

tO the expectat1oJUl of the ·C®•nl plo.onare ca1Unq fo~: 

imt.~en~ of t.bO supedOr bcnU.ao. so thQ. process ol 

doestra11&at1on c:ou14 =• 1.:1e cnl:'l:'ied out. fUtbe.r. At 

~8 ·Wha~er auto~ was pJrov1df4 t:o the enterpriaes 

bad w bO ~w 0) OCNrt:aot. the dt.eoftiena enatet~ 1:7y 

the ilrresponaJ.'NG bahavto.r of 'the enterprise mall!1geruont. 

Af~ tme qoJ.1Uon of the 4.ilteoUve model, some of t11e 

Hunguiaa aterprioes vue taGed wi-.. a new eft of prOblema. 

·• 11 a •• illl li • Itt r _ a a 

. 56. Iht.«<.; PP*IMS• 

57~· ~ le.UU' nnt1 I<a'kolv A\lUla eoos, ~t:e~.tm 
ROlat1ono end Tacbnologlcal. CheftW08

# .~tse 
!\~~~ Vol.x.u- Nos.+-4. apr . 
sunxne~r, 1 a , pp .. e4-1t». 



~ erste.ttpdaec ~J-1 ba.S no market ~ l#lCE!t 

1ncea4llvea, wl'd.lQ on .. ~ held~ tllGY were biDtewd 
f. ·-• -. ~ .... .,__. __ .,.._too- e· A"---••·. .. .....__ .,..,_ 
.ft ~· -r-8liioi~Mac ""I . ___ ~- ~,_.VQS. ;&;1..-.. WAP 

ea~riaes wan. base~ "»' au:f1wlues in oM.aioiftg tbe 

ftGCG8ttU'l' #&W •ted.als GD4 .le 4el1V81'1l\9' ·the goods 

~··• BVeri ~ IOJteito t.l'a4e oa~A.a•s1 always 

mo#e im:eftllf*t in c tnO~te elast.to syat:.em, bOW ~e tor 

e «nplet.elv dete.iled plan eo..- GlCPO~- otbaJ:'wlee,. tb.er 
would. not haVe beon aeuea of be&ag ~tely npp1f.e4 

by 'tile pwc!UCltli ,f~··· 58 

Ttd.s e~t.M to come t:.Utt.cm• vby tb<i raew ntorma 

model -couic1 110t. 1:Je o.ppUed- aona.let$1tl1' in ~· state 

illt\Uront.t.ona J.acnased J.n the Cllly to <lay affaire of 

1;be oateJ:pr1aes. 1'he ~le of t.he datc'al plM was streo. 

~ t'U¥1 the -begitming .of a .nvorsol la ti1D ·system 

ot tuacUon~.Dg of ~ ~ was axperifJDCGC!. ~ 

te not to se7 ~i; .noent.raUea~cm was ~&'1Giico4 

by e1l tM entawpd.les. :ta fact. All Dumber of eases the 

wceeesfQl eDterpJ:isas WD't'e P"Vided with autflclentl 

au~ ill plarm.t.Dg on! ~limeDt• 

111 ... _.1 tdutb•• li __ 
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a&.!RUE..;CAf!l 

'01:\Ce tt:etae '~.'t•• ••erial ~Yea ebo\lld 

be in~o4Q.ced 1ft a Ca'iV&lly plamled eocialtat ecoaomy 

1 t; becomes necea.sru:y to ctw-op a tiOJrkable met.bc:d b.r 

vbl-cb the won of n :ta.<U:vi4ue.l OJ: of aD Gn1:a'pl'lee C®ld 

bEJ walua~ 'The aeer:ch fol' an e!fect.i<oe l.atlcato,~" ot 

woJ'k pedo~ has Deoa Ghe. mc.J.n problem, befoR ~ 

p.letmel!"s abd ... •heOfttiolw u the SCWiet; O'Jd.on aDd 

other BQ$1;. ~a Bod.tiSst. OOWtUiea OYG.1r ~ 1tu.rt. 

ttane 4ecadee,. PI'Oblably the bunt. fo~ ® aw~•te 

perto.rmance 1QS1oator \iOUl4 not ba.Ye ckawn mw:h at.tentl<m 

if it. could baVa beell possible to tae\IQ plan. 1n.a1:Zuctiono 

in e blgbly CU~ated. fom, theftbl' ~ tbe 

·eDilea'Prioa ju.e~ to follw t:besa. 'lhe 1Di.'t16tivc 6.Qil 

1:.be· suea of J:UpOaeib111t.y on tJJO p&:t. of the· tmurprlae 

manage#'& 01: wo~a ·W<Nld mt bave, 1a ouch e caee. pl.aJ*I 

any imDart.ant. role. But., oa 4tac1.UJOe4 eorller. not only 

that. 'tlw plorll.n~e could be .tasuecS .tn such a. 

eo~ but; 'el.so was the lc.ct tba.t ever:r ~ eggngattcl 



.i~t:.ol" of a~ss · ift~ t~ae ae.sociote4 wit.h e 

lltl!qv.e e-. of pJ:oblems. 

He1s.GJ:J.el incoatl"Yes J.A ~ VS.SI\ 81'9 of two ~. 

In ono.. 1\ i:akes tho form of coll.uM CODSdtl.PtioA• · ~ 

fund: is uf!Je\i to ilD.c*O'iG CW.~w:-&1 .eft4 UVIIJI COD:ll•ou 
of WOJ:>keri ··Sid produ~ \1\8 ~~.- gOeS· ae bol1Uee 

to Ube VOI"•s, managM"e end: other people. 'Ibis ~ 

4epo1Uls upon the won _,..J, pcfo~ bV the ~iviAwsl.s. 

Pl".tor t.o the ftf~ of 1965,. the collecti.ve eofltr.u.smpt:loD 

, was &:me maJ.Jily fnm the 'ent.erprt.co funfl* t Whtch uaea 

tCJ t»e ceatea fa:om t.be· fixed d~.tono fa:om p.lsnno4 .and 

aboVe p.LQMed profits 1D enteJ'ptJ..aes \tOdd.pg on the 

prin<d.ple ef plomtad p~S.,t, end f~ plorJncd and. uove 
plt&faJ:lQd ee.v1nJs tn coeto .in 9Dtarp~tseo ttOdd.ng on tho 

basis of plttmleA 1oeo. -rho ftt.on of 4e4uctd.oris ~ 

diffctteni:. fo~ <IU'feront e:Atal:'~ises fln4 so the eettual 

alae of the ent:o~ise fund llsa4 to vary QUbstant:.lelly 

2a:om ent~oe to entGrpr!~. M a l'tOtl1o4 oJ 1ncenUvee 

Cba collect.l.ve coDSumpt.ions 41.4 DOt ple.y 011 4mportant 

.:ole £a tlhtl eQOncmy on acc:oQII't o~ i ~• J.nsigDS.flc~ 81••• 
lh 1,955* t:l\e ent:erpr1ao fu.nd .~ only to o.s per cam. 
of tho tot.ai wage IQD4.1 In 1956 then was Vi~ly 

Ul. CliiltUtl 41 .......... _J .. 
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_.. Cl'J&Ne· 1n tt.1 Gut \hG 4tffe.reaua~ of illCCII!ll 

flmOWJ the etwwPrisea posecJ othet pn~ans. lfbe ~ 

pda.ea wb.tcb ttere P-"f'table thd.Voa -~ such ~ · 

foJ:' the fo~ts.oa of iftcebid.Ve fW'dh 1fK only that, 

sloce ~ liWetlUYe was Un1ce4 ·to Cbo qUan"-~tl"ta 

f~f.t~n1\ of p~ many. =~ox-prJ,.GOD made. l.t. a pn~ice 

to lower t.be· plan .argeu, ao· t1ha~ thGY eoula ea.S.ly 
' . . 

flehlWe tbe pleo t:.orget.s end claim tile tua4o. ....,_ -~

p&-1~ wblcm ~eJ'Irl84 .-eptlontaliY wet..l bu.t had: hl9'b 

plen ~- edf~ ia the p~OCGP• 1b 1958,. ift ttbe 

~e ~~y, pt:od.uctioc uooe b!f 1e._s per am:. 

labOWr p~ct.!.Vl~ by l6.B POl' c:en~ end C::Oete nd~ 

by. 4 per cent,. SU.t. ao 1:boy set. • very high ple ~t. 

~hO ac~uo.l proauct1on tell .sho:t bV 1.e par ~ AB 
..... 

n .:e8Ult. of ~s tbe ¥'CyCle !.D<t~ wo Clepriva! of 

foftlln:;, on en~erpl:'1ae tuna.·1. Ia fact. it woe the c:<mfeo

tic:mary icdQGtr:r whicb ba4 ·a bntt.er 4eal as tm ou:tc:oaut 

of Betting: lower pla.o t.argots. f'bo otbrlr foetor wbioh 

led to &ffe7:'entiatt.on of' incomo amon; t:ho entetpl"iaaa. 

vas nlated ~ t.he chongcs !D the et.ztuettu:e of pr1ee•• 

~ the prices of some· ~aod&Ues ·veze eud4ecly slashed, 

...... Jl 1 ... 0.... - ·- IIi ;fl ... 

a.· mtll., p.as. 
3. A zayeteev end 11. D#ODoV • 8 Pto'blcms of Matal'1el. 

· Xnom~ves in tbo GW~~rnment 01l.nG4 Bnt:Gr:pd.oee • • 
P~ Of!.~ Vol.,n, no.,s, 1'1e}t, 1959•P•3• 
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the PI'Oft.t-atsse· of t.hn e~~terprisee p.c"o:!ua1Q!J 'these 

~tUeo Wi.S to C&U. result1nq in emaller sin of 

'Che ent.erpr1se f\tz.u!• Sucb 4l~pancles. bad a ,.ga~:tve 

&~ot 011. t;btJ deYelopment of ia.itlative ~ 'tbe 

eatecpdsea to PI'OdUcte 110.-e and --• eff.lC:itmUJ't LQav1og 

·aside OthOJ! ~1 tJ.wa in IJ\10h a •t.tat of fom!DJ 

the· ~U\te ·I~ thO 'fey it wco ~t.ed. leA to 

tbo \P'Oft •~ of' ~he ~ the ~taes we#e 

91Y<m. NOt .OJily \be ~d.BO IW'4~' - ~USO of 

the oeme .-easons- 1;bo bontJo fund ·t.OI' *he wouers was 

elso effected. 

Tbc: .,... wee the msJw· paft of tm1 · inCE!ntlYes iD 

idle USSR. IQDUS W!ltMS W be patd fN.eJ: an4 QbWe ... 

wa;ee o.f the ...... 8 8M ealad.es of the managua el'l4 

ot.bel'&• tOS' ~tatii'Ve ft.alfllmen~ or cwar.fulf11mant:. . 
ot vad..ou plan ~gats* ftll n~ of SJ.tCCestt it\dicatore 

woo raoJ:e t:Nm. one. aut tbe bOft\l& fomlnq 1mUmtoJr vtaa 

rila&Dly tho 9..:oes output .t.nae.a. Thia J.Ddax wae UM4 bf 

d&ffmrant ente~ses u cUI:fcem ways. Vot Only thn~ 

the boDWJ svstem itselt ·l'laCI no untlona&cy. M a r:esult. 

· of the muit.t.plJ.eit.y ot ·the bO!Ns ~·~same pe.l'ooa 

eoal4 get bOIIws fi!Om mor:e ti\ah ·ODe eourcm. 4 Besides 

,., .11 a ) • ~ u · 1 . • · .r 1 -••• Jt • &_ 4AWII 
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q't&OAUtatlWt ful.fi~nt or OYCidulfll~ of plafts.: bom.ulee 

uoed to. be P.al4 lor OtheJ;· epedft.c CJU,&~l~UYe p.t"a4uct:ton 

~-s• e.,. to.- sevtugo o£ ntr -~~~1•E ma~W-. 

tuels, for 1~$lng ~ P"o4~V1~y, ll\U"'4ud.ntr 

ftOW -oqulpn~• et.e. the 'bonus .,yetem in. t.be ossa Aft ·tJto 

flfUee 'CouJ4 4~ ~ d,.._ice of tD!ueVJ.a!. pt'oduc

t!o~ plan ~ol.f11nm~t:. vo.lume .qf the social prodaot a4 

the flaf1lomll lftc»me,. flho .leYel of "1~ productlV.f.tJ"• 

·-e hlat.loashtp ~oea the· •arioWJ eeetoro of .prodttottcm. 

B"'" eVe ~ the ~Rlek pJ'Oblemn itema.lned unol~red. ~ 

'the a1:AQe ot .-.nai.V"o grow'th of the OCOJJOmY'1 tbe 1.Jldicator 

contt:1bate4 e1gl\1ticontly. 8\lt. es & rnec.ro-ec~tc 

policy meaeur~, 1tt. feUeS to u.tJ.Use the p.trOducd.-n 

foJrees of the-~ pJ:~Gpe.-ly which u1Umate1y 184 to 

~us was•• Tho <:tot.e.tla of· ~-llentiona o£ 

the aoe of this 1tld.tcato&' is 'b&yond. th$ scope. of \hie 

study. BUt tbe mles"O ~8d.tlett 1t:. b!:'ought ina bl:t4 

GeftOli$ &mp1icat.tou t.o the p~nq process and the 

management of m~#isen. 

ttle tAetbod used to calculute tha gi"Qoo output .t.n 

CNttent. prtcas wee bOt fde fr:om dlfficul.Uoo. '!'h.e 

me~ketable or market:.ed out.put. was ostl.mate4 n 

Cl.JI1!ent. pr.t.c:er.i e't wld.eh l.t wos sold. aut the' 88JD8 
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pt'Oee4Uit'e cou14 fiR be followe4 fOlr ~dcetablo outp~. 

Tho pr.tao for MY IIOtt-marJcetettlo output was·~ 

psnly t;y 1:be QOflt of pnd\l0tt1on and paztly by tbe 

&VGJ:'fl9G priCG ft tthi.Ob .t• ttas ft01iee4• fl'd4 ~· 

Qll.lfomt1;J' made this 184Gx tWlCCG,Ptable <NOll oa tneo.-e

Ucol qrOWJS. Bepeoially £or coae~oa en4 other wodal, 

whie$ .have 1-oJig pslm~R pe,dotkl.t' .iD 4et;emiJ:lat.loa of 

work: la p~ae. tba fiJi'lt.eeriaoe :haC ·ertO\ltfb aoope ,_. 

moDlpu.le'tib~ th1s il'l4eJC to aaw 1\lgher .emDWlt -' bOJlll.fi 

. an« fund lot tnwn. 

The sppU~Uq.. of ·tfte g.I'OSS OQt:.p\lt: ird.eX waa 

liml'ted by CbG feet t.bet J.t was 4tffioult to make ~1-

aocs ~ 4t.lterect. ttpea of pbysieal ou~. 1'he 

atnYatrG.Dt w.e of #at~ matod.ele .f.ftoespeet.tve of cOfte 

aD4 production o£ "oo4o of .t.r4erJ.• Q.Wl11t:y, made ~be 

io41oatol:' aon uaaQlte'ble. Then 81:8· Dumber of cases of 

GDterprLses p~Q.claq ~ beevy goo4n wbeJ:e ve1oht wae 

eoneld~ as .._ 1114ex. nlfferent: ~ ca•s o£ 

Un:at.loDGllty were obfJGI'Ved with o'Cbel' fOI'n18 of Q'Z'Oaa 

output .s.aalcato•~ Den Wheb. ~value of oat»U~ produee4 

wae 11884. as en iadea. of p8Jffomence., .oow wen caaee ot 

ct.arp~J.eea pl'tdu.cd.DG ~Hal'il.y bllgb-pd.ccd erUclea. 

&uch miCC"Q .ln'egu.laritles W• 11-t.le option tot: t.be 



pl.QunO#S but. to CbaDge i;bO oucc:ess · ~oa~ on wbleh 

metet:i•l ~Yeo wen based oa. 

The maia elm of the .c'efon~S o£ ~bG lftCGDUve qste:m 

f.\b4 otmer procesfSes of tibe ectollO!JW 1ft 1966 wee to Gl'eet• 

•"' m:ope: .fo# Ahit.t-.uve a the pan. of o.e ~rtt eo 

t.hat. .lt woul4· COl'ltJ'ibfite ~ iaceease4 manevement efftei.ecy 

entt ma'lte· tbe· ~ue w:&lUDg 110 ·~ 't.BU~ plana. By 

the it60a aU the eoelellst eaonomie$ ill t.no aaa"tem 

Ew:ope Gn4 the USSR ha4 ~hd e lle\'1 tnulgO of ec'O~ 
' 

aove~t:. t'b.e plteae of ~•o 9ll0Weh was ovu "''h 
.me Umited ~ npply tUld ill...-sJ.ng eaueU.t.y cerltteiCNG

ness Ctnced t.he8e ~ to eater ·~ etege ol illtenelve 

~· .so the· J.Mict~to;ts. of GUOOGG$ ~ nora qus,Uqr 

or.t~ t:han. qW3.1'.ttd.ea:•tw. seooc41y,. dle SOYio~ Vnloft 
. 

_,.,. other EaSt, nuropeal\ SOciol..t.ft COtllltries saw tbe 

at.cong ~of "'sellere• ~--·;, espeeJ.&lly for 

connutlf'l.- 9'<)04s. ftal.a -.a t.mdeJ'ftooel t.o be l.BJ:ve1y 4ue 

to 'the nevUcaGm:e of t.he· ·enterprises _, the consumet:'G • 

deman4. La&\7e alone t.bG &rnuponetble 'behavtour of the 

enun:prtae m&DatfC"G, 'tme system of J.neendve vea. l~.lf 

a.ot condue1¥e eno~ to foi'O$ t.htl enterprises to catv 

fo~ tbe taatos ~ ~ o! the COD4WJI8I:'&• GO these 

needed e substeD~iel ~ 1a the tncenu.ve meehan.t.• 

in the· soclelist OOl!mt.ries ot Eastf.U'n Bucope ·erd the ussa. 
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CG11\atel acttv.tuea were ct:e~ttal et~ Ch.e ~ms of 

1965 in 1:be· soY.iet una..o.._ t.be bonus fw:.tA l'emalmKl ae tne 
maLa -~ of met.GJ"J.el laeentlvea ·~ the _.gus atd 

'ii'Or~s. 5 seewe 'tbe #Gfoaa. t.1:'te bOau.eu werO: tnolude4 

in the pro4~on coet.e cm4 w~ paU £~ the wage fund. 

After 1:M ft4fOJmt, ~ pnottoe of paytnq bonus f#Om 'the 

pco11t euned wao introduced* ~e aiao of ebe· bODU 

fund was depal¥lont 011 tho total ales {01' .pro1.tt) God 

pJrOIAte.bil1~1' of ~ eatcrp~tlse., SaleS" we" 4~lae4 
e.a tbG value of out.pUt. not. only p~ecl wt. elaO eoJ.a. 

BUt. t.h£8 Gd.__.&OD could not. be appU«l Uld.ftnma1ly £OJ:' 

all ttl$ entezoprtsee. .so it bed to· .i~rato -• 

Oh&ngcs in ~ .t.nvent.on sn1 also tbe woltk J.n pt:'OQ'nos 

eot" eorteln ontarpr1seo. 'l'heh •ro stxl'Ja coniue.t.OQ 

t'eQ'~ng the def1Jd.t10Jt of profi~JJ.t.y. a fact. t=o 

defl.m.tiona of p~f!tob111~y \fGft' u.se4. 1.'ho first. cma 

wao a pooaD concept .at.US was 4ofine4 as tho ratio of the 

p~ profit. t.o the plormed average abmltll ntoc'k or 
fixe4 o.h4 ti'Orldag capitol. In 1:ho seeolld 4efin1t.!.on 

the ~at.or ftt.J cbemJed. to mnke lt a. net COftCOP~• HIDN 

• -r S Tl t. 1 _I I if liii tM d • 1 $ l # 

5. BOn\t8es ~ the ttO#kcl"o were po1d ken tbe motez<ial 
.ineentt.w fu~ as \fall os .fran tb$ wage fond• 



pz:ofit. was ta1mJl as net ot eopSu1 ChaJ:Ves. fked pa~ 

~o t.he bw1get. and l.nteJ:e$C on bank. ~oa1us. ~ no:= .eo• 
Jol' ~ fQJ¥1 forma,Uoa as os follows_. For eao1t 

pla!Ulecl pei:'COI.l'tafe iftC.C'ease in. sales (or proftt) eve#" 

the. pnviowi ~e..-, a cert::GJA percentap of -~ W8VO b111 

to be 4Svearted to the ~ fund ot ··1:1\o eut;erpJriee. The 

same pt'OCBCI=e \188 follcwed ia caee o! p~ltc.blltt.y eleo. 

·· B7 t.bla p:o~e. al'tbo\19b the· sa1oe (or pWtJ.'e' OJ' 

pnf11;ab1U_. was s~.,osed tom the me1n d$~1:. 

of the· atn ot the bOJNG funcl.- yet. iJIVen ·tm. abOVe focmul&., 

tM· Giae of ~be wage fun4 alf:D .Pl&yed ita ~le 1c 4eter

miDtnq the s.tae oi the bcilrms ft.tn4• eor aboVe plu falfll

ment of ta,ruete,, a new 110m was. a~ up lihtch opecltles 

~t. ~ t.~ lie p~d tn t:be. fJt1M wa7-,. but. ot a 4ecnn~ 

.&aq Rte! vi~ tlba coMJ.t..ion: Chat the total ~ of 

bonusea paid lor plarmed ovcttulftlmorlt of tm:gote :not 

to exoe.S so per cent of tha bonua fund fot: plo.nn.od 

llllfilment. c:edain ot.h~ t:'lMaures of 4ls1aaent1'9ee ttero 

&wised fO# .Dtm-ful.fi.lmen~ of plan to.rgete. 

!t lfSO iJ!iUally ~seQ thnt. tho D01"C11 80't up 

tiOuld be ste:ble for e e:tel:'te.ln per;t.o(l of u.mo (for ew 
yeats at least) e.n:i WOl'o to ba ctiffereatJ.o.tscS by bftDOh 

o-, even by 9JOUPS of enttarprto.es wJ.tbin t.bo aamo· bre.tld\• 
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NO i1m1t. to the 4C'd\JCtJ.OliS to t;be. mater1al iDCGntJ:ve •una 
WtUI P~• tbs· ide& of tho nfO.tmS iD the bemas ~ 

was to mako pJIOft,~ or ~1tab111ty pky a more~ 

n1e A.a. deve:lOp,J.tw lB1UatJ.ve ard ~tot: eense Of ~ 

sAW,U.t.y among: the· maasgers ~ wolfk.eits of ~ en~ns. 

!f".to other tnc::entive £W\4o ~ ~-at~ the 

~foll.'m ol 19&5 in the SO'V1o1s. Ufttoth OJ;rO t~ae ca1le4 thO 

ptm4u~ 4\W'el.Opmet\t. funA wnieb was to sone as e 

$J.l'Pl~t. -.o cent.lfal 1GYestmoa~ of capital aid lf4S fo~ 

t~gh ~ttatloas I&'Om ~fit en4 conein amod;.1mat:1oft 

e&r:marlm4 lm: the eamplet.o ~auon of the fixed <mPitelw 

ft\G. otruw wes ~- IWld fot the promotion of ~1~ 

ectiv1Ues am. -~~ion of bou.Ses.. l'bi.D fund was elso 

fotmed 1n e st-mllu way .• 

9oaides ttteoe. thece ~ different other ways of 

pJ:Ottid.ing IDlato#'iol. tncentlves tlo WOI1cet'o, manageJta, ~ 

.noent.s, I!E11d..ona:UMro etc. Tl1e typee of l.nc:eDUVee 

moeUy ttoo11 the fo.m of one Ume flnanclel oaelstance. 

'these .....a. to bl .. g.t.von for vutous ntutone like innovntl.on. 

eorne .-ao.unaq worfk;, utW:mt.lon of waGte mat.el"iel 

etc. ThQO was no clear wt Cl!'iterion for l!'tr-fac-4 of aach 

qpe• of iDcent.S.•ea• . 

fte hl:ae.iillto ~esult. of the· reJom of the .tncenttft 



sya~ Glong: id.~ tJl.e. Otbel' nlo&mG of ~ ~e 

mechl.tfttsm wea h.t.t,Jbly aaU.sfaceoqr,. a,. t:ne pal" 196?" 

t.beare was n a~el ii\CI'ea$G in the ~- of D&t. . 

income lef~ at the 4ispose1 of •be atexpr.tses. ft was. 

vieWSii by 'the pl&tmen thai; the tJt.OnGsetl c.\lt:Oncaw on 

the pen oe tmo ~l'll*taee :.lA ti.nerud.al aa~e woaJA 

~- ~u ialtlat&ve Gn4 oc~ es c ld.D4 o£ .loce~vo. 

'the else. of the macw1el inccm'tdove £wd. ~esea .in e. 

pe~J.Od of 21 moJ'lt.ha by eo peJ:" cent., ae ·~ to tbe.t. 

J.n 1965• t:he f~ ~or eoclo-cu.l~l acmtviUee an4 

houe COMt&"~CM bY 60 ~ ftb- en4. the· produ.cti..OD 

. deVelqpment. fWl<l by 210 :PW ~"• 6 The :l~u.Rion of 

the oew Aadiee~ £~ ·ene enite~1aea to GRer to 

~ cons~e'' clemQil4• 60 atelli.Uty ~· CUI .impoReflt 

facto• 4tiJt.c~ng tbe ~ioh U.CJ.alone of the ente&--
, ' . 

px-ltiea. a can be eqwr.d that in a eeuve.• m.artc:et, t!be 

£!1U'Od~1on of •-.lee• or 1pi'Ot1•' ae iadica~l'• of 

8\lCCe&B• need not lead t:D improvement, .t.n quality of gOOds. 

Zt is ~ue to' some e.tet.ent. the mid IW&Ues av MVU'e 

shortage of fOi.'U'1i' goocto in •he sovie1; union. But by d'tat. 

~. genfJI'al s~c of UiallJ" of ..me ~r goocSs wu 



e.a-adlca~ ea4 the· coM.,...o became qualiW cemactou•• . . 
*• eltuetAon coupled with 1.tae new ~ ot: J.neenttves 

~ the ~arJ.aeo ~ p~ gaotle, Whleh woul4,. at 
- . ' . 

!.east, ge- sol«• on -be ~ llard. tbe prod~en of 
tNilbe2' of gOO!!So vi~ ao -..:kn- Geraan4, ~ t.lad 011 the 

oth.-, tl\e J*OCIU.""'OD o! goods of . .WezoiOJ: qtaUt.J' 

aec~. 

The Dm1 icd.lG&tot"D 80J.Ved :Hme· of :tme p#l)blenut 

associated 14ith the imticatol':o Qhd oerUe~t• Btst: OftdU&lly 

wl~ ti\e ope~"atioft of this iacenti.Ye system,.. tba l'l8V 

JaUC!at.orrs of. aaocess cr:ea~ o new set of PIObl«n8'; 

~ at scm aad. at! macn levela. lt. was mri(JiDel..ly 

~ t.hat profit end p#Ot1ta.b111t.y woul4 p1ey the 

most Lmportu~ cole in 4etel'ld..niftg t.be I:Jebtlviow: oe the 

ea~·.t.aes. nut CODt:l'~ to tobau, ••• s.tieeton 

foiled to .occupy tbat place iii plarmlag anS ovaluet.iftg 

the work Of tho etec'priaoe. Tbe peJlflel'ts to .1ncentl•• 

flWls fi'<Jm J,.UOU.u \fnd.-ecl ~Y f#Om entel'pzi.ae t.o 

ent.eJ'i)I'1H• Xn nutl\bel:' of caaas the el\CI:U of c.o'tl!l1 pxoof11:.e 

'\fOJ.ng to '-he .«.ner.mt.!ve "uncia vcs lnM.(JDif1ceftt.. l?OJ:I 

eaat'npl-e. at -the JDSDnat RNITWBM J?.AemU, ~btll 

lo~ _pro4Udion cllrlel~t f.Uftd was only J.a per ceat 

Of the total profit, ..--.e. tile paymen- 901ttg 'tO tbe 
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budo• a-=~ to eo per •• of the protJ.u <tollow.t..tl\1 
the fo~rmatif:m of the it~CeaU9a fun48:J. ,".;'7 lt. so happel'lel! 

that ovel' a pe.-&os of t'- m.l'e of. the OtltG&'PdseG ~ 

\lGUlcJ •·aa1u• lls t'tl.c Ult:UCG:t.<d' of SUCC8$6• '!'he. d~ 

of iUd.1.1 1a4loat.o~: le4 t4 the uon-fulfi,lmer.t of come of 

the ~~~ aesociatat wtt.b 'bhe intl'o4UCUOD Of .Pafit 

.111\Ueatt.o... 1!le ~~ that ChO a.liiG of pa:'Oft~ waa 1e~y 

4ependen~ ou ~e oo• of ~tlon-with pd.cea t•..a. 
tho ftWprisea using profit, aa eo iftdkato~ of ~tJ:s 

woUld be -UOl'Q coat ~. 'l'bis ttRI4 "te!UCG waat.e and 

lead co l'1'0ro elftdent ~tnuenc of tile enteonse•· a.tt 

o.nco •aa1es• 1s used oa en1ndica-tolt., coat ndtlCtioll 

becomos seco%14acy 1n tbe ,pdorJ.ty of the enerpzoiaa~ 

~8 ia -~ctl"t w~• bappetwtJ 1D the SOf'lot ~. Jnstea4 

of ·4ov.ts1~ e~st 'z:edac.tng 1!\Cthods of p~on, the emo.r
prieea eonom•atett on productJ.on of 900l'l8 em bigba.: 

&!marlds. 1.'bl.e 184 t.o o fuctnor prol)lem. The pJ:C4uct.lcm 

Otl'uct.\:aft as elr'/J.aage:l by' t.be cent..l'81 plmm!QIJ outrhOriM•• 

aa4 was conddemd as GOCJ.elly necteseacr, could ftOi:. 

ernetVe on aceoun~ of t:t1.e domiDOftt:o of ~a• ~. 

CODSumus" ecwereignty,. olttbo-ugb, .ls t:leal.ftble, b-ut. eou14 
not 'be aeptnd fol' ot. ~ coc~ of soclBl ioteJ:est. 

I. I • W ...... 
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$&pec1eJ.ly in a sociol.lA eConomy• ·· 

.·A aer:i.Ous plcnmiag p:col'4em ar'OIJQ with tho IKf'd 

,.._"-,• ~-.. 'ltd.a ptOblem exlded .in_ b soviet 

·tfD.loh \1ndi.W the .old rneth04 of pla.S.ng ent1 ia~ve 

paJJQOnt,· ~ •bts t$ .... J.t took a ·flll9htly 4f.f.feHJ'lt. 

f~ so iu a. ~be ent.erprlGeD wore oe>nc:eme4.; A matertal 

nw~ fU ftllfJ.~ (UDP1Pne4) ··actl WJ4ed\ilfilmeftt of: 

plq ~S poae;S G GHlOUB p:nblem RfOJ:e tme ~8 

of Ule eoteJJPrlaee. 2be man~ eou1c!l choose eitheJ:" a 

· lOW" 'Plan wtth the ·eenat~~oe tuJ.ftUA.• it:. ttta taW.eg 

t.he risk of •erfalf£J.~ oJ> ~Y eoul4 aelect! e higher 

pl.aft ~wets with ~ :-isk ·Of 1'10t be.tno eblo to acbleve · 

U»se.. !be ,cbOleet al~b ectu11Y• ~. 1uga1y 

OD. the ol:tJ.ecti:ve con41t.f.olls tn each entA!:Irpr1se an4 ~ 

~10UI' of tl'lo ~rs. .J't*, ill moat. eases. ~ 

Oft'ter:prise ms.nagere found a choice Of a low plarl prefe

arable. We bave e1~ noterl ill the ea.c"l1er t:bapter. 

that ~he flml.leatlon of tba plan ts~qets was O)CC1\181vely 
' . 

un&!t.r t:.he conttol off t:.ha ~al-eu~d;t;.tee, eDS tbe 

on;terprioett only beeS. acme ktrad o:f a consul~ve voice 

.t.n We ftSPGCt• yet the ~aiDing at.rentrtb of some 

e~rtoee use;S to bo b:lgb eongb to i:.U~ the plaD 

targets to thel# lnl'Ot.V:• EVan if this CU4 not. wot:k. 
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the· QM.errpr1s~s COil14 ecbieve t\bie end by Ud~ ~l11:14S. 

• ~ couJ.4 ven- oft.el') 1=- idle ng~ of ~be· 
'I 

emat. of Cld.otJ.D; nw mat.el'&ela e.D4 'the oapaci-.t..es Of 

t.be znaehinodea. ft.ls pl'Oblem wa.s m-. new~ the·. SOVie# 

Uftlon. h A.atroduct'Jort of tho J~~Qil1: iD:U.oa.to;c- was 

lSJ:'fely to ~te Ws Pl%'0b14Jtn o£ bl41n; nsaave' by 

e~~Laea. ~ WOS.; DO doUbt Of~· •act. that ·t;he 

. ll$f m~o of ~ves t:e4ucett the LDtetas.t'ty of t:htl 

pnblem .$\lb~Uy., blt fal.le4 to eUrolnate lt.. 

'1M m.I.Bt.l&G of tbe a~ tthleb the ente&»d.sea 

bad ift .4ec10iDg Ol'l ·the rmnas to be· li~ fO.c' CU.etd.bu.Uon 

. o~ bo~, was also J.t.t.r:;elJ' #espollsible f# tho mal

f~onlllg o£ tl\e. new iacent.ive s~ ~ •JOI' abaft 

of thO benUe fQDd. wne llOt pa44 moot.bly to· the voC"~a 

t.m4 otbe..,.. ae woe GJtpaote(S eadJ.er• but. waeJ paleS •• 

l'ebra.ds fO#' the f\llfllment of $Gill8 apec:ill1. e~JStp.menU. 

so .tn 11umber o£ entoJ:pr.lses the quality of ~1 tfO#'k 

rematl'lEd at a low leval. '!bel:e 'veJ:e ot:be#' casea vber'e 

the ~ uaa of ~$ to echieve d1a t:a~:Vet.s fOI' 

labou' pltOduct.iv.lt.y led· to ~ eve.coege ttac~e outstr1p.111Q 

lel'»- p#oduattviuy. f1'or ~~-. ot tbe MiNSK ~· 

COMBINE. clUing t.he J'OfU:'& 1968 ar34 lf69• 55 dap oJf ~ 

d.eclo.Nd: wo:dd.u.g: <lop in dUferent ebopo eatt 14 deya off 
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tmi'G d~ ~~ dsys tW:outb:)• ·tb$ ~ub1Dfl• ~ 

OlilY tbet,. 4Me ~ au1 ho\1N ve.:e ~ ib ~ 

eo:.ub1De c.turlag ~ -0 ~-~ 
_._. ·•p~-1 -rml *I\WOUtald.litv' &ldicattnt' cou14 

m:fe funeUOJD! ~Y w tl\oso bee oe~~ w11m 

the fteCGdUV chanUeG tft ·tbe pd,ca ~· l1tdJ ElB the 

pJttcu WOI'e ma"G or le.oo rigtd ·t~Pel'l .afUs" tho •fo.=a, 
-~be ~ 1'01lul-o could m$ be aCbiev.S.· 

ftlo feilllt'Os o'f thf.\l i9S5 ntoms wm:re ~ · 
~ lnCODt.lVEt 8~ tJDOO et.t11otl fOJ' e~s. · It\ i97a. 

tmother ~ ot Ntom meBS\h!'OD ._.. ermouncea. 21e 

fteW ~· in~ wt~e a st.ep ~-~'de ftiOI'e ~-

t!t\t!<m. '.fho !ncen~ f- was ttl be os~ from t.be 

oenttre and ~- - lJG »ltmn$;1 fOJt & pel'lo!l of 5 yel\1'0• . -.. 

; 1.971•15, tho. platmed $ftft\\al nto ot gTOttth o• 'the tMmtla 

~ wa -~ be <!eteJtnllne4 br t'M plannea rate of ~ 

Of Vft'IJ8 velue ~~ output. (ewer tbe prrwloua 1"3~). I?Qf 

each platmfd ~se of o. #UblQ of vme& value of outpUt. 

tho bOnus fund tlt\8 eahuruett by o -certain &action of the 

veqe bil1 •• ·1l f£'ba vega ld.ll con8ld&J:e4 wee not the~ 

.... , ......... -··· ...... .... 
e. %b14,,. P•l9. 

g. ~Btl ldE~U~t .... PN&ent SCI111~ ~- Sf'•tem•# 
sw.l9Ji.~a., Vol.)QXU, Ja).J, .July 1980" p •. JSZ. 
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vqe l>Ul. btJf1 ~ vage bill of Ube J.aat ,.au of ~ 

~Jou• 1 reoz' plaa, '·•••, 1010 .for lt1l•7&. ~ ~J.ts. 

... llOCm$ erd fu a~rpn•• matcUlg' taqpo.-ary J.o••• 
(eitbtJfr w pn4UO&Ilg ow gooSe• by ~- aew tet:blloloiY 

or b7 p~1lC&DJ gooaa. ot 101 ptofltebiUqr), a eeauol 

-.serve bomts tunti .as ~ted ttltA 10 p81! oetnts of t.bO 

bomai:J fuad. fila. coat.l'ol of this bcm\lS f1.1ll4 ~«as entlnly 

·\d.'Cb ~ 11!1dst~rL••·e.ft4 tD some. C:UOG t#it.h the essocta

tsous. · SJmllaly oe bafO'I'e. t.be atc:~JP.d.eell weJ:G pronded 

ifteati!fe ~~ accopUas; bl~ ptan ~ Cbeu. 'thOu 

...,, .... a t.l\G. plu f• un..u. v• __, po.C'cenuae 
pcd.at. ~ !a the ~1 of an7 .oJt all of t.be t11ne 

t:~, ocae.pt&l w ~· a81i00l&Uon on ~a.ac. t:.be 

Qlae - t.l\e. lJo».u, t:UI\4 was • ·be ~sot. by a corte.ib 

~ of the au.t.bod...O ~ 1lf890 bW of the 

eateftJdM in S9?o.10 "- DOilll es~&hed •s Rable 

an4 was eaparat.e to.- each ~et.. '!be P'II'PO• of 

iDtl'odactloa of t;ht• no~m vas to cut. dowrA .~ cola of 

wage bill u aD iadlaatc'J# end ts.beJMbl!f to ~ the 

effect of gJ:OWtng wego bill OD eba .tftoallt!Ye fuad. 

~ ma1:'bQd.$ o! 4t•~ttvea f~· cwGC'fulfJJ.r:ltmt 

end Wldedulf11tnan~ of tba eaopt.e4 plan ~ta uere 

t • r ¥ 4 1 a _1 ••• r r r • • 



~ ~ flft;er l97t. ftlG .~ eu.tbO#.tUea alSO· 

flxtl4 liP tbe ~· tmd. ~ ~- • 'the -- Of ~ 

bODD• ftlll4. For tba ped.Od 1971•75. -. ~· Umlt ~l.1cetl,. 

ee ~~.of total PIOfit:.· waa co" eo· ~· •• 
ltwel ~ ia 19'10. ~ ~ ••• 40 per cea• of the 

~ swoflt.- pJrCWJ4et1 ._. a~arpdeu fdlile -. 

....,aw ~ n;adlla\l ,e~.tt 

u. tbl4., ••• , •. 
The fo.amda tba• as U8ld t» 4eteftd.ao .,_ actuol •• 
ot ~· 'boDWJ feAa- ia i01l. wu "*• follOit•• 

a4.e8 .w [n8(Bp•S8)4';t8t&4•e.)~Cl),.a.) • Jla.(Ra_,,., tlp-LJ41l 81 cr..·~)J 
«HP1+P2 

.,. . .. . 1 .. ~.._ Lngfu"-al(fl a.s ..._, _.._ .. ... .,.o ~-~--...... 
S.) Sa< Bg &&J Ra <"P WJ Ln( ~· 

~ ~~ -bat- J.nc.Ucu~. only the ft1:e of an4erfulft1• 
mellt ~ to the p1adpd rna la a:tU1denct, vbele 

P1• ~ of tbe profi~ ~ ~· the pleD. 

•a• Profit ~:eault:.t.ng tJrcm pnca ~ •. 
Q • aewar4 fO# im;p.t:OYad qwsU.ty. 

B8 • 1be eot.ue1 o1ce Of 1;1se bonua !tm4 toJt a ~ ,.... .an the peJ.'iod 1971•11. . 
a8• sum en b.v 'tile es.ve veer pleD to~: the bornls funcl 

for that pa.r-Uo.tlU ,..._.. 

w • ~ wage ))Ul of 1SJ11. 

&a• Dp• B8 an ea. ~17 ecbi~ pl~ (bJ' 
the· eate~tlU) and eot (f.1r<I:A a'DOVe) .nt.H Of ~-
in eai.Enl (tO. · · · 

cont:«.••P• l1G •• 
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-~ 4fMil~t Ia. ~.~in. 
~he u~ ~ .. ntoma Of ltfS, •• tho&.; ~aed 

~- to.-. quolltllU'M ~of peri~ ,_. 

-- of the . .._, lad was mraae ~ C)U ~· abel'e ot 

ou.t.pU'b of blqbe#' 4\Ullltolf 90.0«• ~- VJe ~-· 
·pt:04w::ecl• .~ of ~ fOJt pro4ual.ng ~ 

\10048 a.s cla. ~· -.- Ule· a:aot.bcd o£· tnoellti•es 

eppUe4 t.o ~e -. ~ ot hifb.elr c;uaU_. 

goo4G couJ.d -· - U ~ful. G$ tiCO ~- ttJo 
mn&n #f!leaon ~ tho" was d\at ~ a.&ul ~ of bonae, 

wblch t.M. ~ ~Ye4 fOI' -·~ of qWJ11~7 
... ''I' 

ttu ia~~. 11011 ~&..#~ in t,be. cl~ W__,, 
11\ .- oea-b of utte e.dditlobal .. _. ~ bJ' fO'l 

qtwPd.se naut.tiug ·~ the pd.e ,.._.,.,. .. OD tbO 

pntJuetioa or ht.ther quaU.tJ- pacio QfJ ~ • be 

41Ycna4 ,to ehe I:Jomto fmld f.• the ~e. 8d ill 

I ·• _ f li I 1 l 1 1 _ r •• q- .......... 

cont4 ••• 
1\• '\>• a, ere ~ ~ly &Cbtees, pJ.e:Jge4 aid 
aat. ntes 0£ t~ee .sa prof.tt.&blUqo(al. 
L0 t. i;,• "• are ~ eOitla:L. pledged e.r.ad ~ n'tea 
of ~88 ill p~~1Yit.:V• . (Tbft ftU8 of J.DCZ"88Se 
111 ell the al:i09e t:bl'ee caRe on COJUtJd....acl CWilJ1&
t.lve ed.o.ce lt70.1 
s_, -., !\ ue .,_. feW o 1 per cant iacnas& m 'tba· 

J:.ldl.ca~ ~ w1a the· pledged cute. 
~ •• 1111' v1 on ~ for QVedulfllmeftt end u.n4~ 
ei.lUiJ.ment of ~ 

aontcS ••• p. '''·. 



. pft$Cf!t W pe.- cetrtt of. ic was paid u ~a to t;be 

~tw;s. a~ ~iatt~ ~ ~Y ••e~ 

~ ..... pe£4 ,. mpcww~" ot quaUt.:r ._ s.a ~· . 
fOlt WOJtWs. '•f ~'&~14M tor ~-· ad lt.4 aublU 

for ~- whl.ch ~~ a \*0&7 811flll ~~ 
11 of tbe£• l\eatc P&Y• ' 

The ~ve ~ ...__,~~...Sea of 

~- 4l»tillg ~ .perio4 1911-eo. Bf.f.t; t:'bs cbfmgea ~ 

~· ·~-- .... ··*-· .. ~-1 tentletAOl' fOI" 
tnace~ ~taU. waa _.. ~· .ta ·etsie p'tfto:4 

-. .~Of Wt.Etors .. ~ae4. •gaml * mtnt..uies 

•l:o •••- e~lt.y over * usl~ ot imU~· 
' ' 

.... ~ ~· .uowea to en J •· •• iZG most 4 

~••• fw ete~i..O. fAe •~Vetw for ·Jabou" 

~.tU.v£t.y • ~ p~oa 01· ··~.- <;SM~.t- gooe1.,ta 
~ to I:MI Mf:.. by tho l.dnl~ The other tmU.catol's 

il§ I II s f .. l .. It • !I . I R . eMI .• 

ocmt4· 
•• ••• • 

{U Ue t:e"• iD ful.f.Ulo4 ~~ 1f the ~ 1• 
at~eddf£Ued, P ~ o.1 a._ --·~oo • ., ,_ 
UDC!edulfi11e4 ~- J' ~ l.J a .. COft"eDPODJ'Ing 
ooc.m.) 

12. Alice C. •UD, ~ofAOJ'l& on S01t1et .MidaS .. 
uat.ive SOl.ut.iOl\81 t'lle QuaU.'tF PJ:oblca ill SOft Qoo48•, 
UB'&l~ Vol.x::azu, no.J, lfj)Jr.U 1981., P•l'2• 

lL Tbo blgbeJ' cauali\7 ..U ware «etJ.De:J o., t\boM Whose 
t;ee}D~c ~s cureiJP(md to tbe res
...._ a~ e.&1rl an. ·~1:i.lve iD fon1VD mefteto. 
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s.. ~s. ._.., Ua pl\J!Jlcal or Ya•• teem). 

:a. 11ba li::!Ve1 of 0~1 0%' ealcala~ .,.of1te'b11lt.y • 

.s. RO.&S~ lD U.e cos~ of pm4*"'on• 

'• De\fel~nt. of .~· wehoology flb4 pi:OCSucte.. 

eJ.D.ce t:.beJ"e wan •t aov lf;IDUOCJ,l curlt:erion ,.. ·~ 

milllog p1f.m ~- eo• ~prtoes, tile Jviet.Uel'tioo ot 
~be r:ain18'U1o& OVOI" Um ~riGCt9 iQ~OCSGIS S~ 

tl.&lly. 

1171 _.oms ba4 iataroiluced a aou laUcatH CU\l144 

t.no ouQl& ot 1fey' &.Jt4~&oo. ln 1m 'thio ii'.BII.Ga~#' vns . ' 

~· en4 J.tlat.eo4. the ~.ri.aes were :bl'oqh't. and• 
' •• •• '< 

te o131J.ptlift to ~ .avaets stpe& witm ~e, in 

~rda to as~~· ewl. ~ o£ 4eUVC~Y• '~be top 

~-· \fOm ~ to face bOm,t$ CU'ts Ia -- or fallwro 

lf:O ~ _,.. ccm~. '~be Uee of auc:b o policy waa 

., ~ tM-a-~ ~~s 

rr.·•:r:r ~-••-•t. •••••••· 
usually the lntUoeto:w (J) and (4) vue c!etoftd.Md 
by tba. --erprlseo themselves oat~ (1) an4 (2) by 
the cerJtnl plermlco autbodty. 1'he 1ecJt of W'llfom 
CJt1tetS.on led tbe oenvo1 plecner.:a to eot c.Uftenmt 
in41~• fot: dllfe.r:ents atup.riHfl• ~· bid 
eight to d.tooea 6l'lY &1'1\U.cotot lo~t eny t'l1lte~lse. 

Dui'J.ng 1916-eO, ttte vnloe of ~be Wlt?ulf!illetl con
t.&'~ vee CC~~JPUte4 oo the perceDtage of the· p1aune6. · 
output:. atKl fo.# each parc.ent.ege poiJlt tbo bomte wee 
sbrtank. 177' 1 per cene. · 



~110 ftt1o ot •~pmtu• ODd tba •p=f.t.tobWtJ'' 4GcU~a' 

bas ~ ~~ lowaa:od Qfte:t 197'1• ttro d~o in the 

oaGY ~- ba4 £~® &nfl\leD.Ce OA tbo 19\15 ~o.rmo 

-. t;l&ko ~ae wo .kldl.antc:tb clooely connecto:l u. the ~· 

of t:.m bt.mlls fWld. %bo cole cod ~~o~ the profit. 

- or t.he prof#.tald.U"F J.odicat;oJr playatt !II ~ t~na eiao 

~g which could not bo• detem!ned euftly• ID o 

t.Jl.Jrrtey C®duete4 S.n 1me SWlet. Utlloft in tta late ••~• 

be& ~veataa that cut. of .teJ ~ttvu of U(tbt. &ntSuGWlea 

Gl'l4 137 4~rs Of la#go 4e~ e~es# ll•S per 

ce• of d1e ~uvoc eld 31 p.w CM'l- oe the a.~.-a 

telt. tb&t *p¥0f1~· .(woo) as en in.fliect.o#' of ~-

1\GJ.pqd tQ ~l"OYO ~- Ql eoftSQJDM" ~·· 43,.8 pU' 

COD' aJ)Ofted •• 1:bo PJ"Oflt .tn4es boa 1~ to 'tba p~ 
v 

Uotl cf 'hlgb q«iQU.ty et1d fttebtoJU~blo goode•~· MCOidlag 

• 41 pe#·· cent of thOse .tnte#fietfed t.he 41s~oo of 

~- aoea •t enc:o.....,e a~ t.o quailt;r .a.na. taeblon. 

ao.,s p:lr ~ ot th• feoce4 tiaorlcW loas from ~ 

~ of llfi'W. pJ:Ottu.cte.16 'l'he vadoa.e dOubeB about. 

t'ba· effectivcmetUJ of •pxoa.•• aa GD lrldlcator oe •uaeess 

led to the <Jslegst.Son of ice ~:ale f:WOm one of tha .tnp)ztant 

wueot1ve .&eateatot:o to OM of! ~ ntJIDbOJt of Ot;b!U' 

...... _l£_@d_8& •• i_Jl (1 .... .4 



ind&cn~ lfbiob the minl-n~V could ~ in ·fldd!U.on 1:0 

'tWO ~~ ~aorv ~Mlcetcm'l (p~Qduot:lvl.b7 eut qtJOU.tv). 



--·" EJRI&aal.&aa 

!'be JNDgf!.iJtimt ~-~·. pncnr to ~ lfefcmao 
of tHS, tltlS ao diftlWen~ lnm the SOviet. p~te nfOJ:tA 

QO!Sel (t.o leE9e eaeat aJ.milw • 1M ~ :l'efo= 110401 

alt,Mt). ~Uves to ~• .aa ~ wa. p.i'CW1«at 

fa queatd.ut.f.vo full&•ut • ovodUtilment .of plea 

... eu. ver~ Wi«hlton· of pufo~ w_.. ... 
all of the t:twe ~· a t:.11e awJ.ft VD&on oM. otbel' saot. 

~ SOot~ .,.,.,..'- .. gJ:Oaa Qit.pU.t, ~ ·~ 

of Oll"PU'-· Vahle of ~. bali..S *-· l'be •• ol tSI.t.Ch 

lll4Seot.on of m.u:cue tto ~· the . .._ of bomt._ 

~· the ~s 8.DI ~on ga\fa dee to·· tM same Jdft4 

o£ maczro aa1 ma.~o pcoblems •• tten ~deneed 

tn tt10 SOYtec ~. Gild .._ ~ eootelio coun•u• 
·fbe td.~ pft'tlll~ ot' ..- elld "--ftdem:y 

pWOmJ)t84 J:t8D1F economiS'Ihl in Hangaa:y to ntona14W • 

wll019 qQG~ of .I.Bee1dves. Fz'Of1• vas d.4ely QH4 in 

ell. 1:be Ben ~ SOcd.aU.at. CO\IDU'1ea 4tiriD1J ~ 

po#ioc!l 19ta-4' ea an iftd1eatc.- of 8\lOC'eS&., At that. 

t.Sme it. wae logL1;.1mi.M4 OD the poue6 .Jii.Q t.l* ~

lf81'0 '" tlKl tnuiUOJl ,.._ capit.aUam to aoc£aUa. ~ 

$OOn nectitm qsJJ:Jst tM wae of pnli~ as a "'*'"' 



~tor Qld. 0 ~· 4eteJtd.nt.f1\J $1~00 a«d J.lWOst.-· 

~ 4eclsiona eoon tolJ.~ .eacs u c :cesul~ '-" vas 

~oaed to a leqe ~- £a dl theft eotantdes.17 

'fbe W$o to ~Ute pmfltt u a po~ttoJmaac::e iD4iett\POJr hit. 

~ ~f ~ tlte fUUes._ zn 19$,,. ~ 

- .... lllCV ~ $.flwro4~ pnti-~~ AS tl$1G 

dependent. tm f:l'lc ~= of ~ profit:. mta C»nflt 

nte ~ w£1:h tmat 4D the pJ:'eViouo ,..,:). Ul SQt 

~·• aloae ·tWl. not cheftOG tbe ballio ~- of Uae 

...,._fd.ve.~~ . 
ft\e •Jo• objeftl\fo& of· ~ nfoaan of the· ~"'-Vf) 

qst.em 1n ~ AA ~tGS W~tet 

1) to ~ -~ ·4nccmuves an4 the s.m:e~eat 

of tbe eft1:0t"PI."1soa <lb'ect.ly to the n~\181 PJ:Ofl~ 

11) to make t.be 4w~ Cf the ~tees eD4 

the, ~3. ~ ot .t.be ~s of tm en .... 

pd.aes 4epatd on p:ft>:l!t\ •. 

U.1) - pJOVlde :f.neeWU.fta to N"teol tbe hldtlcD 

r:esaw:ces1 eftlct.Gn.t uUlla~l..on of lebcur end 

other~a. 
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£9} w ~- auff!clen.«; Wt&aUve ~ t1vt 

~ M4 wodceo ao tmet &!cS.Jfloa makiflO 

·mm be d'f~tvo!p .aecea•nu.s.. 

Aftel' 1.ibC IHS .-f~• .e ~ ol ~ en~arpd.aest" 

uw ~""was • be. ttept. •• l"ose.-.e~. u" the ~· 

was to b$ ~V14e4 ~ ~ dWOlOJ'Il'MJD1:. hn.4 t:m4 . .._ 

fad ~ ~olng pe~"Soa&:l ~ •• 19 ~ .• ~ of each 
' . 

. of tbe.o 1WO fun48 vao ~- on 1mt!t alaUYe &mpcu:teaee · 
t •t' 

of waves: aad qnso V<ea;uo ot asaata b idle ~~ 

• ._.,...,.s,. 9i-v• cana&a &ajusta~e- mate ·m ~ ~. 

·-nil. M · ••·- • u n _n • a w s TG!! · !t1 •• • ••· 

w'be.l'e 1?-~ p.t:Ofitl 

.tt dia • 'f)le etae of i&be p~ cU.stri~ fWd. 

u ._, • -. ad.~~e of the p~ 4•elopment; taut. 

B • Tot.e1 wave l:d-11. 
a • 'lOtl11 •olume of aasete. 
••rtsv•auttpUs 



of wega on a .lt\d.Q.otzy bV ~ ta,o18., ~ Che tta14s 

t'feftJ+atibjGOt. to taDf#lon. • aev~t tundl. w-as~ t.o _, 

t:.a1Ce:S oa .a Uoeor iloelo;- Wb&eb was sa pu C~GDt; .&n 9tm0.m1.20 

· 'fb.e -~- ft.lftd wan 8\ibject. t.o pao;nsstve .-tlon · 

a.~etrtl ..-. ~· wage ...,_ --. ·~ muvJ.rJal U1C nte 

vu&e.e ~ o and. 10 ~ ~ tN~ eratan o£ ~~ 

was ~ ill &91& ¥.t1.1~ IO#' \ibO p~t.mtvo. ~~~ 

to •• ~ wlt.biJJ u naft<.me£." ~e-.21 

state GubsW.ets pJ.Gpod a el9ftU1C!allt .cole 1ft in~ 

1ft;· ~ mtes'lel Ute#eet.& of Oe Olltecpd.ae ~•• en.t 

~ w#'tten. SObtldlee •• of v~ folttt.lG GDI wezoe 

• I 11 -a· .. t 4-l $f1. ·11 r __ at 



cleo GUPPl•m81\te4 bY ~ns ,._ paying dlal'pa em 

~and~wage~ 

'~be ...,~ tUDd weo Qlle4 iiO nu;meD~ tme £1Jced 

cna wo~ cap&ul. o1 fsb8 GDtO#'PrieeQ., '1'he «iatr~ 

oa ttte sbal:tag ftlld was ~- for 1 ..... ~ oe perOOtJJU 

~~ of t.ba entplopee -a fOI" 011•~• ~al ond 

8CPd Ofl ebarJ.ng U. ._ ~:'ate aan4a of/ 
perce121:ago oR ~&\'Jell pe.~: cent i.lhm:'lag fOld 
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educctieJDnt ~----22 · file ttr• pan. took i.1'JtO 

eeaoua'C 'bl::mu payment. eu4 J.ncceaaet.t 1ft evcr"e wages 

&tJoVe tme va9e DDJ'm . .- b1 the ce.Dval p1t:u.'mon. Tbe 

naerve fur!d •• eo take ecre of 8\lddeQ: fl~tlons 141 .· 

the 1ove1 of profl'e of die eJltC!rpd~ The ec:ope. of 

WU..UU09 tl'e 9Gft01'01 •sene lun4 wao Mtell484 ~· 

quently so as «o mollo poaaible to ~sate losses 

~&01~ tcan ~ pdo:t fl~OJ:IIh espectaJ.ly &b 

~~- tttth kacle. with foreign eounu~ 23 

22. The c~ st.BUacn: ucecl to draw~ Umito of the 
utt~on of the ~lftq fun4 - the· u=.u AD ~ 
GellSa 'tbae .lt. used to apec:ity the ~ £o !fhtcb ~ . 
fWltl al\01.1ltl .bO tat&UaeA. 'fhe ~ ~-s fol" \11hlob 
~ Sbad,ng fund 1.460 usetl. ·~ t\S follfi.e• 
(A) u Ptt¥ l':IOIND&& for ttl$ psr:formance of pre:!~ 
tea'gete ex;e~ 1;hOSO ~ on tbe wage ~ (II) J.a
i\CW~ feea iccl~ tboee pcl4 to PD"'OJUJ# not an 
~t~~Ployee of Chn ...... ~. ·(C) J'e:lat:'fis for outst:ao
t.Unq ~ ~nee exoepe ~- c~o:t on 
tbe ~ ~ to> ot.bG&" ftfm\J:de not. eha.~Ved on tb& 
wage costs, (8) em~ual profits sbel'e.. (I?) the t~~~tPlor-eo:•• aonw~on t.o .. ho\aldng ptoJ'lJCte pe.l4 or e.a.v. . onced 
on baholi of tho~~- (G) the seholershlps ODd. 
c~ (l) c:oaVJ.bUt.lon t:.o ...Sw:ted .rete cro..-..tfttf for 
cuploycoa in ~ oanteenet (J) conv.t.bllt:.lou to DJU"
sc.r~~ ld.~a:-g~, (l() contl'iblt.io.n tw· encocprlse 
f:tan~cod bou.llktg proJecn.~ (L} aoalal.- cultural end 
eport.n activStleo. 
- Gow:cat t-ltniotu:y o~ La.J.:Jow: ·.llaefte .u of 1961• cec.2 

Il'U(lepent. aunaaq. 
2». La;Dlo RaC8 804 ~ v~ «ttf.1rl4 ~ ~ttc:eo end. 

l'JOnlGctiC Prices0 in f)t:t.O Oado (£4., )# n*21. p..,131. 



... _, ..... 

~ lncertUve 8J1Jttlm ~, wtth Ym:J.ous wave ~· 
......_ .1~ ill t.IGS _.,.a -~ ft'cm the ·wmal 

.PI'BcUI:e ot lAMing matel'id ~-~~ to td\8- quqt.ltatl-v• 

tuUJ.lment 01" ovodulli~ ot plea ••-••· 2hle its«tlf 

W&S· Gll ~Jlt ~ ~ J.~g OJ'lt~•lM 

autoJJO&\Y• it~Ue 1._ ttee- lai'Uel'f etf~ive ia cluvelopi.ug 

inltie-td.vo .- sonae Of n.f;IJ10U11:d.llt)" ~ tho .o~rlCar:s 

am\ iJhe· metlngeJ"Sf tb.fl. ~G U.1M\Kt iO¥' -~ Of ~ 

M4 othe.Jr 4evicee .ictnraueed to J:egulate ~a,. gaYe a'l.eo 

to cenoso seriOP maoi'O· OJ'l4 mf...CJJtD in'Wl4u£ttee•· ~ 

diat.ely .afte~r 1;he am~· S78Win of GCOaOtdc ~gemeJlt, ~ 

J.nto ~. ~\lel Usc:tuad.oDa -~oolt pleco nl&tdng 

to ~ bGbaVlou ol ee ~ov-a of t4he ·~4U'PriMe in 

~ gtven kama~ ol plaairlg,.: Xc was •!91Mlly 

telie9e4 that 'til$ -~aes ·wou14 t17 to maldaaiee bOth 

the Pte _,. . .Uatr.l.bUt.J.oD tun4 end ehG pJI'G ~ d\Welopmen~ 

fUDd. aDd tho tan tba"t. e.t.ace 'bt. aiae• of bOt.h thiiM 1:410 

d!W'148 weco 48~ Oil pnfl~ ol the ~dM, the 

onuq,rlae tfOUo)JJ netual.J.J' aim atJ mmcJmifiiBUon of pi'Ofl-t. 

9\lt; in prcct:.tce wtaat 1\appeD&ld -. totally 4tffe.-c=• 'b 

tm~deaa tiU'8 aore ~ Ill madmlairl9 the tistri

.-on fun6- tm4 that they could 40 aimpl~ by lGCftas.f.ng 



'.-·L· .H.\.XA U •... , .. ~ lt .. '!II •.• ill •• 

at. Let • ta1te ~ ~fte4 4uull:tuUon ·eo~ • 
(aef• ll.til9) 

•,••·••••••••·••••••••••••••• Cl~ 

•••••·•·•••~•·•••••••••••••••• (I) 

Alao w oc P 4lfl 
· GD~ m ..,.oe P 

so ~ f\u.s atd lQ!ov. can be ~884 w I.DcnaeSDg 
p., 

~1c:o1lJ'• one would apoot thot 'the: ~rl~~ea mJuld 
G~~ t» m&XIm£• P t.o ~- f\u8 Gbti R4w• But, 

\'fbaU &a Oftdf'looMd m_. 1f'J thr:! di.VAbut.tan of P 
bGt.\fGeD fl\tev !~ 'ita' netS ~bel,. ni«Uonsl\ip wl t.b a 
l.U24 s, e be.bJrt1 a pOUc,v .S.t.ea4raed coasteD-. 
li'.I"Qn (1). (i) ... (8) - ba\'._ 

SauoCD 

...,oei 
1\u•o<:t 
and.~<:£ B 

Slneo n (total wagll bill) end B (total value of 
•a..U) t!D'ltor .tnto the ealC\IletlOD of P. an4 ~ 
~:eJatlou J:Md,ng 

11 d:.. ft and 1' oC f, the aotual choice stt.ut1oa ~ 
~lee ted.. 



~o ~ t18G· ccbtottec!l by tur:~eaaa; ~ ll\Dbt!"' of tfOrice:'tJ• 

~ ~ ut2leb •n n~ sa U..t.tU'Y att.• IP58 

.,,._ ~, it re •- a • •• .· e .. u .•1• a a • -

ooa1t4. •• 
G.!l.! J• 1\lu std. maw <~ •a•-.•' .,. • 
tncnaeed !M~ndtmtlJ' by lDGI'ea.drl\J the 1eft1 Of 
•• so if .-~1• le .t.a~aUI 1n _madm&sJ.DJ 
·lX*~ __ · J.7&l!!R. ard s,_._, ·tbe_ - _ _ • the moat .ftlU_ _·_onal_- -_tbbg fO# 
t.~ ..... ao ~-- to m.EPtlmlse p,. 8CC(fpU,.g a 
QP.Uoael CCiib1MUcm ·of B eD4 e. 

. l.f>t\m'-1 m · · 

~-~. ·. · _tbe_ _~r:lao in ~ontaa &n 
-~elY~•· . 
~ can bo wo cbOlcast 
a) Ul&y ms:ctmlae P -.r mkd.mt.sirlq B-.- (usumo s oa 
~, 1• caD• b3 I lakl7 ra~l.onal ue~oa. 
sictt:.'o t1'.te capltml atoe$: ea~mot- be lacl'eaoad G\Jb$~ 
"ally OVGI"' a shoft ~- pe&".tod) • 
tn thet case ebel'· ~ ue the- hGD1l ·Cl&mb8J:'· of 
wau.e (-.age ate be!.DJ ~vauv ~). 
b) \boV ~oe B b.r mlaf.ad.a&.ng »• (av$b. ~
e sa constont). 
ta ~-ease tbev wlU eplov lel'g• ~r ~ l10rkors. 

fte CbO.tce between (n) Grl4 (bl need.· ao't be ~e cSeper.diat 
t,tpon tlJe ~ lt!:rflel Of ~~ It cl8o tek• Sato 
oecount. ~ d.sk fector'. 
xo o lat:w.tur 8bonage ~. t.be ~1• would 
always Uke to lcUep eomo wo.tkero .lb. ~e GO ae to 
mee~ t1ud&m nquii'Gment.s for A.ncuea..S level .of OlliPUt-• 
· Anotbet: faa1t0¥' mav J.nflueJ'lCe the choJ.ce• ~ J.DGY 
not~ keep the lcwel of profit. at a certeln 1$tel "v 
Uepi.Dg Eat mlali::I.D eo! .t.ncnadc; a ec:com.t.n;ly. 
This WU.l lead to mea&adeatioo of •cu..s et tte cost of 
Uaeyl 9J.WD the leVel Of pJ:OfJ.t,. 

so 1e.~r tbe ao:tel'pr~ iatt.weatad rnon 1rl maam:lat.ng 
u418 alone, wo,u14 f:alto Up tbo ebolce: (b) • 

'lhe ~Jr.lees cleo oan-a~ t.hc risk of ~~ 
. . .. " . . c.om;d~ •• p.130 •• 



W&$ ~t ei.ftco, only tho 4t.Du-tb1&lon ftm4 W(l1) ~· 

llnd not the all~ O!!DW\~ of W890#• the mttJCttdAUOJ:l 

of eft.u 1taa ~it\e, mtt~W.l 11agc pn~ ODd ~t of 

p.e tGJt pnUte 41« aoc ·c:o1ccl4e. AfteJr .,. p#Of.tts net 

of 1t11ages eoul4 .be enla~tV.S bt' ~uect t&t.Ulsatio'O of 
. . . . . ' ~ 

k.,...,aoe ~. 11U.s voQ)A lead* ·OD oao ~ · to 

·· · ~~-Se .to COat (an4 ~-- nd\IC.d.Dg PftJ t:GK. ~lU) 

fUJ4 ort t.he other to ~ average vegee (so that ··the 

afte~ ~& profit.a ~ ot tfage, pa.~nts eould bfil matd.r:&laed) • 25 

Ff# mo.~ of ~, onterprises, 1tihe ~n ~ wae t» 

~se the after ~ pi'Oflta;.. so tbe· ~plno Of lO# 

wage and ~Ufte4 wo.dteJ's. ~ a zegulalr pnctf.e.. 2G 

'tho same. t.Gnden.or we pcumJ.blf' &tten~ t'),y ·t.he p~qe 

o.f not BJ.lotdng ~- ~aeo to ~· wage. nte 4 pelt 

cent. ~e tltG com d~ l:Jy· the cenve. ftlo effects 

of 'OUCh ~-· ve~:"e against ·the baslc objectivee of 

eccmcmto plm:udng at: ~t Uma, thae to ol tncnaatng 

le.lJowr -~Aet!VI.tr•27 ~. oDly ~ the boa.cdillg of 

OU.I'Pluo 1~ tty eome ~ieee Clreo.tad: all uttflclel 

•• J • a · ·a a 1 · •• • ••· 

collt4 ••• 
ohort.ege of lallowr erd also ueio~ a h1911U l•el 
of p&Oii~ (P) by employing 10'.:1 lf89• 2e.boul'· ~ 
not ellDtd.nv th& tota1 wage td.ll ~.. ln pndd.ce 
bot.b ebOSO t.w'O tbeOJ:'et1eal poasibili:t.lea WN Ol:meC\fed.• 

as. Dele BelcDso. n.tt. p.JSl. 
ao.. tetven BWSa, n.ts, p.ta. 
21. ~ product1v1t.y ('!llltput. IJOr WOJthar) ill 1968 I'OS8 

only by t..s per ~ es ~etl to tho avturaqe of s 
par csnt ln the p~.1ctQs 10era. Scla aa~.aesa. c.19,p. as a. 



1.11. 

~IJ Of ~ fol" o~ eatJel:'prieu., A ~ eoaduc

ted by the nese.-ctt znni-.ta ftn lcduatrial nctonomtea 

of ·tb$ ~ of SCiotlCO ma .trewm1e4 t:.bQt, I.e 51 pel' co~ 
' 

0.£ 'U)e ~-.p faced lol:Jou.r ellOftage wb1le •s ,pel' cent. 

of t.be ent.etp.#ises wore ~ aw:plu ~. 28 

Aftea- two ye.us of tl\0 lttts;rod.~ of \he, J:Ofa~, 

~a Cheagoe wet"D ma4o £u the lnctmt190 ~ '!'be 

:we;e llOPlt wee sbo11$taoS' .end tO.. .Corlpat.tcg ~ etae of 

·~. 4lott1~n fuml,. thtt aotud wago bill vas ~ 

toto use_. (See ftOt8 4.,) ._ 4 ~ t:et. cei1tng on wage 

£ncnases was· elso cbo11Dbetl• A ·aaw acale of taxaUoa 

was npp11e4. tor t:e.x.1au ~ diRr~oh fund.. (SSG oo~ 

6,..) Xn 19'70. idlo iDOJrenSG Jn: ~ge lJlll ftault:1t.t; fJ:Om 

·~ empl~ l:lo~ tmcabl$• ~ MV MGC p~Sbed 

tbei:. 75 .per ~ of. td:Kl ~eea u tt:age rete upto 4 pu 

om~ ~ ·w.tth tbO leWd 4n 1010, could tto ~ 

foJ:> ea tbO ~ee 1D GOt*~. D:tt,. J.n thO c:aao of t.bG 

ot.lleat H PGr· f:ea't; om ~ incnaee in ~· .rnte aJ:Jc:tvo 4 

per~ tbe etliOW'lt to be &ld~ fJr~ ~ 41st.l'.tbutton 

fund. 29: l'bGa& .-ole" ~ &n~ · .,opeet.ally to J:&nove 

• u Ill il · • • a • .rt&u 4 _ .... 

•• Xb!A., p.JS. 

10., Cet'U.f.ft other mt.:nor Chaugea 11ere lnVodueed ngat'4tng 
WafG ~.G~Ofta fo&- the peJ:iod. 1971•1975. Rut theN 
~·vue •• ~tal. 11'1 nature. 
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the CU.t't.ortion ~ bf ~ MOJ.pnct:.~.oea of ._._ ~ 

p.-JJJQa to ma..Smiee their ~- matedo.l utat~. 

'the ltSS ~ .tJFstQn ci'Gatcd CO$Ut.iona. l~g to 

lneo:na laequaUt.y bo'bfeen tho m&Mgero 8Jl4 tba vo~tkes's. 

t• was tlnoi<led i:he~ tl'lcr t:rO~ •Ul -~ 9Gt bOrlu$ 1$ pch1 

cent ebOYe theh' t:tage. ~ ~ .liml't eet. f• ~

sitJG ot :t~om&S fo. tbe ~s was at. eo P8l' oent1 o! 

tb.e11- baeJ.c eelpy. This p#.lncl.plo ooul4 not: be ace~ 

at leaB1; oc aocla11st. pd.oct.p1os SJ¥1 .Gtblc~~ a &970 

tne mes N\4. to ,. Chcnge4 to a sot limit of as pel" ea-. 

for all C$toqortes of em,ployeoo. At ~he same ;~ • 

bos1a cnltlr1ea o! the ~n 1110ta ~. Jnlually 

tho workoro els:;. bali tQ -~ pay C\Jt.& in caeo of undcr

tulfllment. of pkm. 1:ar~a nn4 aesS.g~.- 1b somo 
later por!od i;bo workers ~ ~ ·f&tca psytMm.ta in 

G\l.o'h cases. ftle m~as st.U1 had to beer t.he· 'total 

4eaponstblUtaP of f.ulfllling plon tarQ<!ta eoi essig~ 

UDdor thO tbl'eat. of pay CL&ta.. ~- Udd.og o£ 1Ace11Uvee 

to 1m0 level o2 pi."'f.l't ma4o by ubo ontupd~* was bCQnd 

to bri.ng tn Snequall-ty in tnco:no. tt .noulted eli;hltc

ft'Ol!l tbe structuro of pdces and froquont prs.ee ~~~geo 

o.n :fl'as 'the ~al ~col lln4 p.w:!.ueclo:n condJ.tlons 

of th$ irtl~eo. It vas of~ ~~- tlle-t i:he p.dcsa 
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can ba ~at.ad, ~· l»eglu.,.. Pelt~ ~· 

Uou a.-e ~ to tr• ~ concooel.ot~•.11 ~· ie 

\\belf!el.W .. 14... ,. ~ of -- ~81.011 - ~ 

1e4 to bi9b ltWel of .J.aoome alfiQJenU.ee.loa bet.\IIIOft the 

••n Wutftes 8ll4 tba otb.o# ~.s.es. eaten_, eo.
~o~. 

%t la --. oa.selft4 4.a Rtm,~•IV• ~ tbG pn &'efom 

~tott. saw Q!I.IW oi tmo ~-area~ bV w. eatedn; 

.i.M.Uve ~ ~ mainly of mlCJ:O nctan. ~a Sa 

riOt • ~my ttat ·~ ~· 4l4 aot. have &ftl' maen 

imPJ.icm.ttoae. arac sJ.aee ~- weare ~ maialF at ~ 

e~J.sa •e1• 1W' tbG taaJiafUS 8114 110.1tloiln.t. at; the 

leYel Of CUC'#et pftd~ 4eoid01!1S of the ~...._, 

the •nact;tve measuns 001114 b! ~ at the ~ 

l.atal itself. aut alt:c.w ~· ~Uti~ of t.be plao· ~· 

.~ liM aDO J.rlt:JtO!iw::Uoll os paofit. as the uJ.y Cltitoria 

4etermlaSug t.be s1n of mat:ual .l.lloenti~ \he p.ob1CI8 

toOk a d.Uftt.r'eAt d&meuion. t'be pwble:aa Of 112Q01De 

ineq...Ut.y.,· CIOfta;e of 1~. bl;ta!nuo lluc:Jtuet.l.otla 

otc. wen~ specd.fio 'tO 'tbe natlonGl eGUI)IIJIF(V ae a tlbolo. 
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6\JDb en~ eou14 no~ al\fap be ~· by lm:9JU'h4 
fUllftf.orll.a; of tho en~~ so c:enau ~..,- w 

mlnor ~ in tmo l!QWltiYe ~ ~ ~ eDIJtlft 

tb.G el'e4iaat1cm of such ~s:su.es. 



as ~ite bdag e Mstodca1 •--Olt'Y· l1hlt 

oonU'iftt. J.a -.~ bt a. me~ C084t~ of the 
' 

ooc.tot.y· • ~ l•el ot ~\1e fon:es tUld eto n1~~ons 
. ~ . 

of ~ eoasi4<:Cin; nate ChfiiU'sbS.p of ~- o£ 

pr:od~ oe dU!atmt fi'Qt\ eocd.al' owncwsbip, .... ~ 

p#leos Uftd.U· state ownersbip will play o -au~ J»J.e·. 

-""''-- t --·· ' . • ~n umtel' sOCial OWI:IG"'~~· J we v~eC" wo..-.. 
Glfec:UYG COAVol O'VeJf 1ibtl meeu Gild. COD4£tlona Of 

~ a8 a MCGOOGIY eo.Uid.on f:~ the GOGlel.lsaUOJJ 

ot· m.eaftll of ~~· trheD it:. Will DO't be difficult. fOC' 

.us to ~- tba't eool.el ~eblp of meeb of pl04u.C•o 

baa. nou beela. a.ebf.e'9d el~ 1D t.ba· sovte1:. Uldoa. o# ia 

Hunguy. G19a tho st.at:e CMla'Shlp of~ of pi'G4uctloa 

t:bG ~- bOt#l .In tie SOV'® \JJl.km 01' in flW:lgaq, 

irl spite. o2 tte. ~ &'tdo.I'Jd• failed a bnakaway 

fl'Om the oJA ~-- an4' til) P't/Dfl* 4 aoc:S.al Cba.l'act:U 

t:o ~ ~n ~·· so· the soc.lnl «XtDten~ of Cbe 

entepd.sea o.u t;b.e l'QU'e 1a bOt.h t.beso wo OOUftU'io 

1m• not cbaaged to GDY ~lo 4epee. 



DOt. ChaftgaS. tsba· Va#Sous ~ tlliiGSd'IIS JlaYe bi'Ou.gb~ AD 

-~ .&1l~JU~al ~e wblch bde eltelte4 Po logal 

Gtataae of '~:be ~Cpi"S.oes•, the dlGDV.CG in 1lha .legal ~~

WO#'JI be.Ye· l~y 4ewnrd.M4 tho poal*n of tale eatear

pasec in t;ho management at pltmD1119 ~. 'lhO 

level prcw.totons ha4 treq Of-. to be Cl'atm;d .ln o~ 

w.i.t;h ~ cbongeo in pl~ methOde atut ~enent. c:eob

:al~. so at: 4iffGJteD.t p0$ats of t&me as 1:*lld..n4 JW ebe 

ceawe.l plan.. t;bo ~d.GGo tl8ft ~ssigJ:le4 v:ortous rolu 

eo plav eJ:d ~ 8\lbjecta! w Cllffer~ ~- of outoftomJ'• 

ftU 1965., lA ep1t:o of vu.lou ret~. tne poeitJ.<m 

cd tho ~wises 1D ·tbe ~ ~ ~e4. Pd.o:ar 

to 1957 ell 1:110 a~ompts to dacrmttallae the ·OCOilOCW r:esnl~ 
' / 

ill a ..t.m:Jreaae sa em aU~ of 'the bnacb mt.n!RJ"J..eo. 

A£-. t.'fte 8oYaaltcltOahy aper~ ill 1957, the eeaponad.bl• 

11-ty end ~· potf02t' of 4ecitd.orl mak109 -.. laJVely uans!~e4 

from the r.tl.rliftdos ODd ooapJ.ab to tbG .new .l'8glona1 

raanngement OJ\TGDlsat.l.ono CI'Cl$"ed•· so UU ~ Sf)69 J:Oforms. 

a• l'iO· p:~lnt. of dme U'Qo cJ~sa~ eHr1 fa:om tbe 

po!Dt. of v1etr of tho onterpdoe. ~ ~ dll'CCtlOD 

of t.be nfOI'mB ict1leat.es that t,he ~&1 plelmen :z'sfla4 

llOVmr ukeD the qoeGt:J.oa of ~so at.~t:oflOmf aar.t.ow:v. 
~ the plomeJ:'o nally t.de4. teras t:o obit~ e.ome Of the 



Jte$JtOndtd.U1d.ea to 'tho 1~ bOdieo (4ft ~ea. • W.· 

mird.eu£e• Old the· ~. pkunhg bOUesJ. t'b&s 

~-~1ft nla•v• ~u= ~ ~btlit.les 

e.a povel' at. t:be td.dd1e levels of the adl'alD18t.rt;tUve oDd 

~t. ~. ~W10&" • 1t51. ltt wae -.. bl'onch 

miniP.I'ie& ttb.icb beemns mon &m.Po~ md eftel- 1957 1-

vao _. ~bO-. ~--~a~ .._,.for 

some •~· cbsagee •. e~aee eooUaued to have tbe 

· ea=e Jclld of I'Gia\lOM td.'UI ~-· ot.hel' OI;CDisa~o ib 

p~ at~~ --~ <l0e!AD9 ... pos.\"oa ill tltO 

QCOI\OJQY wmlt.end. 

o$i· ~ falJ.Qtl. to pve rtDJre ,fUftODIX'AJ to ~ 
' 

o=~J.cos* yet the exporlil:'mmt ou.aceetle4 in briDgtag 

the ut:.ei'PJ:'i8etJ c1oscu: t.o declttioa mabn aD! to have 

4U"eot ~ td.~ .._. are whUe ~ legally 

~ tbe e~sos CfOU14 .lr.dl~ tbe 4eciatonn 

t.olcen bF tho 4t.nat:o1:'s ord plalmelre of ~ SOVDarld:lozby:.. 

~the flmtqpriees el\fOJ'S(l .,_ Jciod. of •dafecto 

fJreecSoa'• 1'be bu:V&J.cing ~~of t.be ente~J.see 

.I.Gena..S. bat -t.ltiA was .not -.ou;b to tar:lrq e:tout & :iun4a

mutal. ~ l.n tbel# .role BI'J4 poatu.on l.a tm GCOtlOZ!JY• 

The· l'eGSOft tw web c:barqas I.D cbe eam&n1nrm;.&oo of 

the Ollt.eJ:prJ.sea wee the obl!ou.s JreGliaa'\l.on of Qe 
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.~Cf' of a 1CCI.1mead* trPe plarlnlag rud m~nt. 

~ aut tba· ~a1:1ve Obnftotel' of t;M eo.v.t.et 

pl6rlli01'e 01'1. ·~ OM· baJld Ob4 ttae polltt.ac1 aece•.t• cm 

13\e ~~ w" the q~ or ~ur1so eutoDC~~~F 
..,~. 

After -. ~ clebat.e. a «k'asUo ebal'liG io the 

eaoaomlc ~ was ~. lb 'tno ..., .. 4obato, 

Ytlt'ious pJ'OI4ems .-J.atld u the maU~Oillfl9 of tbe 

er.mvau.- plaDJdrlg Glt4 .maoa9f)lae»t ey8ta'l:t, eat1 thO 

questioD of tbe au~ of the· ~1GeO vue tiseusetl 

wl.4ely,. ~ aat.ue1 .rnc4el ~ aftol' the r:efotma lD 

~ sov.l.e• tJa1on e.._G4 tbrJ acopo of the ~Aaes• 

cteoa.ato~k.lng on di~nal sn4 ota~er mat.ten • 

. &ut so I(U" ·Cbe· PIOdwR.ion end ~ ctecletone were 

eoacoce4, the poa1UOD 44.4 =- f.Eap=-• to 01W lecge 

extan~. sve on -bose ueGD when ~· em:ut>dae _., 

supposed. t:o binte galr;.ed eo:ao o~.. tbe actual legal 

t~temawon was ciefifted '11 SUCh a way t.h$~ tbe ~pe ot 
&n~ewea.tion of tbe JU.gbu' a~1t.1ea on t.he day 1:0 day· 

f\lllCt&onlllg of ~· entell*'laea waa fteVEW ruled ou~. so 

fe~ ea ~ ~~-• are COIIC!BI'fted, the J.tG5. nfoma 

were a at.ep tow'ants ent.~1eo &utoDCJ~W unlO. tsbe euJJ.er 

~£oms. alt tbe loot tbet. t*e ceuva1 plan COftUnued 



140 

to ala aa 1ille gQ.idlng fO#Ce iD tbe ~. t:bG colo 

of' -the ~es 4ld not.~ to t1be ~ ot 

£JII~Artg as ecoaorac p~aeeso• • tbe ~ · 

dlcecrt&oa Of ebe ~· so tbe l\UG. aad. fJitV aboUt. 

4cenreileo.Uoa in the SOVlet. ·~ fol.lowift9 ~ 

nfcmus .1ft t96S \!las f~Dtallv mear.d.llglou. l'e1tbel> 

vas ·~-· ~ l*'fiftl88il nor waa aDF aaol.oufiJ 

att~ maae &a ... ti~ of Gl101d.atJ tbl ~ 

pdseo to declide uhe COUI'Se of ~ ecoaomy.. ifbe 1.915 

nfo.t'tn$ 'bta$'-lly wco '10 ~ ·ao:ntt of tbe 41et:o.ctdou 

b -. pia~ prac«dwres witb ceftat.rs, abort tom ID04f.

tteuuou a ~ p1aui~ cmt ~ms ~ 1bG 

shan tom aatue of i:he moms 08ft Yeq well be 

p._e4 by ~ i'aet thot. the weak :JdD4 of 4~18aUOD 

move.- whiGh liaS Wt.tated td.t!l the refo.tXrur~ u 1965, 800ft 

CU!IJ.1$ ·to .Gflll. vivtDg: d.ae to a, psooceeo of lteefmtnllaats.on 

ift the aevatJ.ea Qfl4 . .euly e.tghUaa. t3mt .lD •tJ.eecble 

· in the post 19SS d.tWel.~ is the fact· that vJ.t.b tho 

Cftat.lon ot ~- aesocdatJ.ona, the ~pons1b1UiJiea 

aod tha power of ee:mcmle &llclalon mald.Dg van egaia 

ablf'*i to the m.lMJ.e 140Yel otgell#.set101'18 like 'the 

&ssoctettons. ttlth ~ el'.:loU~oa of the SO'rlrm.rkhoaby. 

ime tn-ancb nd.al.st:des baa come C:O· PlnF rnon jmpo~tl 

8 .WOle .in the maatG.g~at and pl&br.Jing PI'OCIOSO• Tba 1P6$ 
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J:ef01.118 eff..,...ftlF Ckaol&ahecl t:b8 ~le Of Gw:h -~ 

me4J4t:e orgemlaa't.tobs aid tho ftapOfttlf.biUtlee wen 

dlvi4e4 ..,_wcm t4'ie ~les on the one· ba.n4 - Cbe, 

eJ:l~._ on tbo ~- • wi-cb 1:.be l'111alatd.• oeiataa 

t.b$ sj« aba~ itle fOJmatlon of .P~OD a.-ocld..tl:me 

'bi'Ol19l* ~ eao1;b.el" eutea ot t.c'allof• of .-espcmo&hlll

t.tes ·and povu"• Wd.o u.me 11tc1n ttae mlnistd.eo tb U.· 

e-•GOCd.a\WIM, i.e. co the mi44lo lo\'81 cUQaDi~a.: 
. . 

,... it iiJ ob$0~ V." ·Cl'le Dlo of the ~rises in· 

Ute ~ 4t4 ao-t ~o tm7 «aetic. ~· a~ 
tm whltle ...,...,_ pe•ot• 

.eo -~aa~ -on~• at~~ in tho scwt• 
ecoaomYt· wbiob 1G. ~ uJJt.Ed. about. ef~ ·--· l'l'd~ 

J.o ttes, J.a ~,. nt~ ., ~ moa£Uc:i140M ~ 

4n -~ ~t.t:tre eyatea. ft ~ fl'om the 4ecnas• 

f.ft ~ -~ of ~~ -11¥91cato-.s eet f« tbe .UJ:'IIo 

pd.ee~h· . oa tba one ~ :it 4GPlct:e4 the imlbllttty Of 

the. plaDnC"e to pJ:OV'ic!O ell the DeCeS88lfV plan AD~ 

tJ.ODe in totally d18S\1(J.II'Gfl.8~ fOI"m ar:d on tbe Othe:l-• .lt 

sough• t.c c».t:lieft the cU~ cureatat 1ft the lnoeDt.l• 
~· 1tJe ~ pt:OVtaed.-to the enteJ:'PI'i~a at 

venous leVels wac Junt Wbat·the ~~ises ~-

fo~ 1:b.e ~ !QDctiODU!g of .tho· nowly 1nti'Qdsaced 

lrioentlve ~ ·'fhe in~oa. of p10£1t.o tu1 en 



it74Lclat:o~> Of SllCC«'.nJC ~ COll.\Piete ·cost. a=oun"- · 
tm4 tbe ~ to tc.tce ell ·the aecos~Ul&"Y atepo to lowa 

~ .nnd adopt 110\f ~· ot· pr~ At~ 

the 1t6S ~uvo. ey~ vee 1P"64ue11y ebaadone4~ tba 

nu:nbar o£ kdlcat:on set fOJ' ~ ent.e~pl'lsoe GOOil .ftlll!te4 

•tein9 ebd 1tho cu~ ot: Vie ~sea in ~»" 

tlod.ato~tr,r ~ falUng. 

so thO. ea~1oes in tho SOViot aaion OODt..lrnlo 

w:tt.n U tt.le • no eflect.i.vo autoftOtlii.Y to plaftAirq ard 

~of • oao~. ~ f~W charaotear 

of d1G inceft'U.Ve SF$tem also boo mt. ~.. aonraeee 

con-.lnw;; • ba be.GU oa q~~U.'t'o ful.filmcm.t. ot plb. 

t.GI'f~ ~ 'the plea 1D41cBtroJr• he:vo often baeD 

oh~·• ~ UfJ t.wo major: naSON for UbG Qbanges 

1ft the plu ll'l41Catore. i'kfJCJ.y it. t~ao the ~OJ' 

o£ each .tnd1eatol' to 9et plan .lmplemoll~ in tbG cieoimd 

way. Ever:y icdJ.cato.r o£ success i.s eosceiatea td.~h a 

ur...iqwa $31:. of pr:o))loms. ZD ~ p.roceaa of cppU.cnt.&oa 

of ~ey ODe of ~se, probl.G:as 4ft! olvavs ~ t.o 

C&'OP up. tfi'J.etbor thaeo era pees phJatcml out.SJ® 

J.n41cators or prqftt. 1:11o11r eppUcabiUt.y ,t.Q olwya 

U:mi-ted. The proct\1C1zl.on of eatn. llAvf UQOds o# t.bc 

non prvauettott of goode &rl lowe~r denant~ eft oODlQ of 'be 
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-~ ~-- by 'the vedou& .811COG$S ladl.ee1$0%'e 

1A the soclel£t3t. ~os. .t• &s not. U~Gt tbei i..Uoa~ 

·GOu14 _.,_. 1Ma USod to erntiYG a1l fl"uitlul, ~- • the 

S\iO:OBafd WID of t.l\0 i«liOaWJ:G deperdea lQVelY QPOft 

'tho eom:at~ of ~- w::Jiikera end the mane.gen to~ 

cenvel. pleD OJ:d 1me1• lat:or~ Ia aedo\lsly impl~ 

tbe obj.UYeO of tile plan. ~when such coaditione 

ue tiCit Satisfied; ~n "o J.ft4icatoE's an demanc!ld 

4ependlll1J QPOD the naturo end in'tUSJ.t;y of. d1e um:o.trttcms 

c~eatol tw the oee of 'Obot ~tcalm: 1.~~ seocm417 

the Dea:Gatrit.y i!w aew AaUeato~ra was ar~ ou of tho 

b.I'OadCt# ~4 po1ici• of -~ p~. Tbe .... 

ocol'lOmlc ~J.OdUes oi the ,larm~o ~- with tbe 

4eve~ Of the ~ .tWGU. A~ the ~ Of 

eaensJve g~ (;be ftd.lllment. of tbe ad.r.dJma r~n

mcmta ·of tbe peQple aDci ~- ~- aa¥.i.rnteauon of ~ 

~8 -~ of ·~" -· ~he ....... con«J~ t• ~he 
p~s .. , 60 *e J.DUC(l•ft of 8\\CO!l&S ~ mon 

quar&ti:t&UYG GCC1l defineS iD t.er:ms Of J*J's&cel VOlume 

of out.pU~.. a• oac:t1 the ste.ue of ext.eaJ.ve ~ Of . . 

·the .conomy ••• over .na, tho aew phase> of ecol'lQI1'4c 

development., ld..th the acJoptaon of ioteneiWt ~ 

~. was •bo.na in. the pdor1ti.es of 't.he plaJU)et'D 

ChauQ'e4 to -ones of J.ncdasa.t Iebow:' pftJCSw:t.lvl_.. 



Ullalmleatiotl of waot.e; oettdsCU.on ~-~ ~ 

otd ~ba ~ tn -- qUSJ.t-y of CNt:p\lt. The 

J.rduaU"iallaai40A etrate;r edggte4 io t.bG sov.s.o• union 

ftaembliaq the tl~ modO~ ~-.._, Oft 4GVG1opiog 

·the capital tJ~a sect.U' Old oa paytag •• att•Ucm 

t.o a~.._ n~ thea to eoneQmpticm o.t·tf16"1nitsal 

....,. ot 6wel~t. so t.be- ptaee of· ~e1tte P:cwth 

was aba~aH bJt • cn&t.loa of b.Sgb cepadtr· 1ft 

the •cepecity e~"QO.ting aaetor• oDd ~t:'ebp loves-:b.; ·the 

level of o~t Of consumer gooSe. so 1c the oet1 otego 

of ~e ~~ Vht'!re ~~- gnor4b io the 

=Jo.t ~ DOt only had i:.he i.rdie&tore of ~ 

to ·b& queUt.y ed effie~ o:d.~ b.&t elao had to 

cater to tdle ~$86 4tttancl for. 111gb qu.aUt.y ecneumar 

goode. The .tnt:l:OductioD of 1p,rot'.t.t'.• (ozo eales) eraS 

•pJrO£itald.U~1 u ~tore of pe~r£o~ after the 

l'etottna Of 1965 baoic.ally bn4 ~ objectivee. On ~ 

one band it wao ~-to 1Pc::I'OBsa EJ!£1cl.eney an4 

~- ooats ~ 12#'-JJ..ng; lftlateo to the ~ 

end • Cbe ~ • .lt£. we ~bt ~- the lbticat.oro 

\!IOU.Ul f'OJ:Ca tme GDtell'J)Jd.SOO W be ql.lOJ.tty COl'JBCI.OU8 

alaee the tote1 volume of ssleo enter:ed os a deteminrmt 

o£ tho slae of tm.e looau.s fw:ad. BQt; the .t.n'tl'o4uct.ton 

of ~sq lndlcawre. pw oe# vaa aot. eJ10tl.gh to 1110rease 
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tJ\c paroductA.oJt of cosunamet voot~s. re'bee .tt \'fee ialtJ. 

U'lat tba 8 solltee* tlaQ.etet COBtlllucd t:o GJC.lat.. Sa ~ 

sovtet ttn\on, oven eft.er tbo .rafoms. in 1965., l'l\P801ol 

att.t:mtlOb w. to be paid -. t:be tncnascd ~ucUoa 

of oonea::el" gootlfil-. By tmo ~eaeles, tim ohol"t$gO: of 

mAy COJ'l~ \'fOOtSfl 5B 40110 Q1:Uly lf.f..t.b. b\lt ·eh$ problem 

nssoa.t.n-a ri~ tbo proctttetion of l.derH# '(1004o vae 

ut. cwueome. AS e zoelll~ Ol\G ·coul.4 eeo th.e 9lu.t of 

0110 gooct. &a tho· market. at a. ·u.. When then wao absOlute 

ehonage of 'the Ge:mO oood of a ditf~ quallty. so 

·the 86\tentl® sett ~ ~~ •• vadous .ew:eeotJ 

£.U.entors wbteb t~G&"e ~- eo _..e the immacUote 

aeq~to of etta ~· t'bo• types of lDUoato#O 

414 uto ha\fo •v long t.t.n:m pc»lloy o.-J.eDt&~ aeitbel" 

41114 t.heF MVC tlDJ' 14eo1oat<ml on:l pOllt:lccl d.b:ectaou. 

ifba 9Bd.a.tA<ms wue spcc.lfi.c in tlf:lture cl'l4 no aEII'iOWt 

~e. poUUcal or 14Go103t,Ot\1 ~ 81118Z'Ve4• ibo 

Ol'lly Vend Wh:l.Oh ClU'l be obaei'Ved at n vaq veaual, level 

.le t:.be pcrdr.ng ott:eot.!oa of SCWiet; plGI'JnM"s w tbe 

adoption of ~o cot.bod.s on4 their im:I'GBSCld nliance 

on them• tiioUUeol and l,.d(DlOQ'SC4l atlbstonUaUOD .S.• 

pa:oviAod to tbe vcriouo ~c tr~aouns o4opted. n~ 

tfhiG hoe been of Uttle J!'(Jl•nnea t.o the coateDt. and 

... nntue of t'be· economic pc>Ueles. ·J.'JQcerl~l.t.aattOD' 



mtd 'CerlVolloat.Lcnt ere bOtJJ:. J~f1e4 na tlbe ~fie 

14eologicol anti. pollttcal deormde of 1&$7~ soctaUsn'. 

llftlt. whot. la altJ.eul~ 'to adt~JNJtalld la the ideological 

,.atlono110Gt.i.on pJtOV.l404 to tbG ~ss of 4oceat.ra1i.,. 

oatlon in the ~eo • a J)OJ!"io4 pn~ ana fol1<*-ecl 

by C!Oilcenveuou 0114 ceAualtsad.oc of p~cm eml 

~u~ . If· U:le va~. ~foamo ha4 sen.ous !<leolo

gtoal. ooru:d.4erntJ.ou. then 'tho GtQ.OStion aftooe 'WhY UIG 

tondl t:o •ad?GI'1Ce4 ooctalt.cn• d'\Omctod$l4 ~ ~a

t.s.or. of J,U'oac:Uon ad b!Gbly cmtral.lo$1 p~ ·~ 

could DOt. btl ~lt. wi~- unde.cgolftg the .m-or:am tD 

the s...,.ec. tJlt.b 1ZO ~ lOQlc one con como 'tO say 

the~ tm.G vnt:iO\la nto.= meoe..u ~ken dur&Ci3 t.bo 

$CWQ'BtJ.es ~ the Oi.Ohtlea ~G me.r:'O Qttem,pta t:o e.n'1VG 

ct eonain tec:hntcol aolutJ.cmo to the PJ'.,blema iD the 

t'!het hes been c~ to Ql'\1d& eo~~ lo tba~ 

t.het"e i.o no Clear Clt ~. 1D thG devolopmem of the 

1ncoot1vo ~ end tho out.onc:nY of the eo~~aea •. 

1'tlo 4i~lerent. t:Cfoms ba4 11~Uo p011ticaJ.. &D5 iaeolog1ca1 

constdontion 81'14 ~e merely eeonomte ~ to do 

owa? v11:b eutatn cU.nOJ:tlonn ~1:ed by tho sbol't:eOmings 

of the pltlnnlng ont ttmHl9EDE~D~ spt.an i~lf. 



141 

fhe HungatiCUJ stoq j.e eiml~.at. b1a1: flO\. idEmUcal. 

ltl~ugb 'tllen was no~ on.y e~J:'iment. of the nat=e of 

'tho one of t9S1 1ft ~ ~et UDlon (tte ~mu:k~ 

~1tllem.), tho pr&i!C'oform ,~ .ta ·H\lfl9aq ba4 

eJrpe~le~ a ~tor· tehdencv of ~ .a~onom.v 

of ~ mt.4dle level wganiaaeions l&ko t.'l'.O ~tn 

&14 t.oo aasoc.tatlcmS~ tm4 ~- ·;oil\; fw ll aeo.uo• 
1lSB~on fr'om the polo- oe •Jew of u.e c..-al ploonen 

aid o~~ s.f.rrd..la:- bOI.Ues. tto oer.tO\lG et:,te1\pt wae maao. 

u ~ 1me eu.tonomv of tho ent.erpl1.aea. s• te 

lnt.Gcea~ to ~e that: prioc' to 1166. ~ Ha!tq&d.en e 

, pltm.nGrs• for vmat.GYe~r _._...,.,. M4 ncww v~ into 

cay ~iO® ~~.meat&~ w1tal ta'le ~c t'fiGChenteo. 

They USG4 to fo1lo".t t.he Soviet. ~te#J'l ·Of m&~t GJd 

were more conserveuve to ObeAg'es. au, td'lG 1.969 ~orms 

.made a pcwerilll bl'eaktbl'o-. ~ n.ee4 foe' B'Q.Ch a ncUcnl 

pl.erm.tn; W emerged fJran the ac:ol'lCUIY 1t.edf. tfbo 

pol.i.U-<10.1 U4 ideological OgpOsition • tbe ~ref'ozrms 

were covered by eCJODOmlc naSODtng,. fi1D H.ungoritm 

economy elso ·by that. t&nto comploted t.bo sto.GG of 

~,_growth 8l2d bed C!Dte&'ecl-- pbGus of iatens.ivo 

One• The .ne-4 ecozaomic aec:de uisiag# ~ 1'10• be met. 

by the ~ Wltbift the· ol4 ~~ Of Centnll 



pl&Dnin;• · The o~ aepec1;. ill ·tho case of the· Munuadt.ul 

ece~:r Wbicb: was el'JSellt in tm soviet economy, was 

H\lngoq•e QV~oo·• £orel9JS vede.· filo. foC'Olon 

wac1e sector h04 sw:h a large s~ 11), Hdngary's MtioDtll 

J.l\C~Qme ~t &-. auwtvel eld 9~ was Cl'U<d.al. to ·tt~e 

~· so c:bo PI"Oblam, of qualit-y 01" t:echnoloov in 

qensal,. to maJ:to 9oods ~Uve 1ft the f0ft1gn manot.o, 

~tb qoaU.ty cUi pdce wise• bad mor• ~· to tbo 

plauet"s. In fa~ ~tu!Y bad t;o pay t'QCJI:e at:~entl.on to 

t.be ~U9tmea of tbob' gocds Lo the waotem 

~N'l ~s nD4 to ~ do\telopment Qf 'tbtl.tr cuepost 

se.c~~tW ~ t:lle ·vssa. the lor 1wo1 of aevelopmoatt; of 

i~ ~logy. ecpecWlv An tho ~ gooas 

GGCtO#, w fecal H\lnfJUJ' tu:t depoDd on~ impon of 

t=ectmologr ~the We~ oeplt.oJ.ls~ eount.z'ioo. ~. 

only t;hci:, a .1aJ:oe ~. of i:he dcnaotlc tnvestrnenta 

was ma4e possible bJ' ebe ~ oe cepit:el £~:om the 

vat:10\l8 aap1te11st COI.IDtl'ieo. The a:eoeos.lon. in tlm 

tfeat aid HQngaq1s 1oc.weat:d.ag inde~s have macte. 

the mcpoft seot.Ot' .t.n amgaq a p.:iOJ:1~y SdetOr,. ~- was 
Re1t t.r t.he · RuDgui.on plarme&"e that:. the expans.t.on of 

tlrado le Vmty oftfm ~ by' t.bo .inctie;uate ftteedcxn 

pZ'OV'.t.aed to t.he e~ses or by t.he lftflext.blo price 

system wh1cb feile4 t.o COft"OOpond to the ~Prices ·in ... 
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eutonomy to tho· eD~.dees was n&sea mucb rno.-e st:&'OrtVlY 

in mmgacy. The zrelom dltJC\metons Joe Rl.anq.f31Y# t.n f~ 

ntt~Gd to sopbtottco:te tb& pkmrd.ng aid· mcne;ement. 

~s. bOth 1n tbec>J.Y Mil paeti~ w&tb a clt!Br viow 

of HUngeqo•s pootUoD .~.C) £onign ts"ade• ftla· ~1 

~foms Which WGS"e au!ts~ly fo1lowe4 iD l96f) bOn 

tbe $'temp of tbe 9UioUG ~etl,ciana'· ~·· o.tfOGt. 

the p.tOblem of: etltlGI'pr.tee atlto1:\0I'G'• 'l'ba. •·r:o41ca1i0111' 

of' 1968 •OI'tile au DOt. let. t.he moGel b1:'eak away t::om 

~ cen.t.-ml plmm.ln; syst.em., MJ&t it ·me4e possible uao 

a ae~ fi"Cm i:ho •cU.re.,.ve• ID4el of plaftll1ng. This 
' ' . 

. i~elf! was pft>bebly 'tbe UDst impo11:Aat ct.ep cwor talcml 

.ta 'be histoa:y of econ=s.e #:efUms An tao ·cenve11v 
' . 

p~ aoot.eUat o~. Bl;lt. when the. ques~on 

of a~ is atna wlehln the f•~lt of cent.arel 

p~ iC l.a takeJ1 in a Umltect eet'lee• Ccmglata 

fJ:eeacm of tbe enterprises iD 4eeldon ~1\~lld.tlg .to clearly 

1n00Jrlp$t1ble \f.l.t.b cenu:-al p~Jng. SO in ttlng~" 

although the el.\tel'pt:.tses wee. given l'eleUvely bigb 

4ega:ne of autonomy',. t.bGSJ: acope Of opetetlon was Umited 

by various legal pcrov&atons vntob rnaae t.ha lntonentionl.t 

o£ the central aattmo#l t..1erJ in tbe ectivittoe of t.hG 

ontea:pr.tses. ~8$l:b1e.. In tho inJ.tlal post•refOl"m 
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~-.. the illt:eJrVentlon of the mlnistd.fiJS a!llS ~ 

htq:ber pi&Mtng bo«!os waa tdft!nua • tboJreby ellO:Jlag 

the en.terprins • 40 Wba't<Ww they felt. beat fOJ: t.bfa.tn

eelveo, as ue11 cc to• ·the ecor.o.m.r t:.sG a 1:1bole. · 9\l'fJ. 

t:be thtnquion eJ:per.lment Cl1d ~ ~~ the, suc:c:oso 

e~. The cause of t.h1a ia very ofterl ascuribed 1:.o 

the fdluro of the GDto.c'pt",eea. 1'1d.e .Nlvi~ QoVcurnment 

J..nteJ:VeUon 11'$0 ~ Gitain of the. ent.orprl.see

tbenl'.W' ~uv.tn; ~hOi~ efleouve autoranr• ~ proceso 

of ·~alL&at.ion1 tdd.eb is very .often tJnl'ktat e'bQut 

.ls aot of ~· kiDdlfbicb ~ pleco tn the SoVle1: UbJ.on. 

l'Jberecs · 1:.be '~uls.a~e in the SOV'i~ t.ln.torl t.ooJC 

place with ·tbEJ ff.trQQ'tton of pzedUCU.oa e.aaoc.t.cttons 

.a other .1atetme4£ato orqtm1,sa~. the HU.rlqtt¥".i&n 

eaperience ~s t:b&t. of a mere Lncnese tn ~ iutc-

. vent£on of ~e mlraiat.cies In tme ecterpd.tJ&-levol 

4ec181~ ODd e CQl'UIC1ouo cUbO&dlnaUon of u.e 
ea.tQrpr.S.ec level decd.&J.On$ to the Mt:lonel ~c 

polidos frmDed by t.he eentral ploJ:mers. Jt 1s iDtaJ:O.o-
, 

~ng to DOte i:het in HQD\Jaq 110 general Ue.n4 of futther 

inc~ensc or aeennso of .eat.erpdae e.Qtonomy can be 

traced. on the ona b&ld o.no seas certoJ.n dcwolopmonta 

l$\ding to t:Oil~Usa.tiOn,: CDi on ~ho ot.l'aer., 0110 Otts81'VCD 
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stops taken to fJteG the eoo~ f~ ~ucr:atlc 1d.eo~ 

The question of ®teq»:iae e.v.~ncaw 1ft Hangaq bee* 1ft 

f&c$, ·been used to m.ean erad.lc:oUon of bUJ:'eauancy an:! 

of uan~~erv cent&"eJ. Jntenenttou C"atbet' ~ a 

p•oceos of i!elegat:.ion of 4ocifd.on maltlog ·~ v.a en~ 

prisea. 'ft10 legal pOsittOD ot tbe G~~t.Gl'pd.acs ift the 

economy bas a.ot also \Uldo.rpne 8bY .c-aUcal ,cheqe- ai~ 

·t:be ~efoma a 1.968• 'fbe ~~aco cw ~e of autoD0111J' 

bee aeve~r baOD. ptded by a aoftDCJ.ous polte,r • --·by o 

obOft ~. e.sceBSltll'mt of the-~- pedormaacea 

1D terms of tbe a.ovels to which 't.he a~!aea !ulf.t.l 

t.M baste DRtonel ObjeobLVos of plaDI'linv• 

The del.t.Dlcing o2 tt:e ~s pai4 to t'he· workua 

ard other OliPlo"./GGD from the qQEmtitaUYES fal.IJ.lmeat. of 

the plcm ta.w:gets 'Wee on ;&Qpon&n1:. etep in ~ refoma 

Of 't11o 031lt.ftl1 plamd.q ~i-ll lbl\Jei:'V• Silt GS boa 

~n dlse\ltlr;e(i aaru•• tho Dmt model e4opted 1n Hungary• 

n11:hou0h fl:'ee fi'Om maBy of td\e 4Gfecte Of the sovlm:. 
model,. was aot totally fne t&'!Om. various otbOX' l!U.CI"'

dlston!ons.- fte ma~eJAS al8o 'took elum:Lag 

pepon1on m ime· eo= of enattug 1acome 1aeqUGUtlas 

among var!oWJ entel'J)ltises oft4 Glao ~ 41fferant. 

c:atlegOJ:"1e.o o2 et®lQFe&B God l10rkers. tbe Jl:lpi.trf~OD 

la tho iaceatlve oyoteo oft:.cm colW fOil OOV~'t 
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J.n~eattOI'o ill ·tho 101111 of pmvia&ng oUbSIAle• ~ 

ea~J:p:d.sos mald.ng 1oases ana texi:nq away of tbo ~ 

pmit. ea.mea by t10me e£ the ot.leCosr:ltol caos. St10b 

~&Ventl.ons actu.o117 ·hucl dcotroyed the ld.bt of 

eAV~\ vbet"$ the e~ ot the ~rlseo could 

:flourish 0114 ,.told tbC 4~ nmtl~e. Tbe ~tive 

DY~ .;edld tawu-4 ~uoa of p%0f.t" 8D(l thel"ebF 

~aida ~aatl<m of costs t1l'l4 .~q>rovement ot 

eff&Clet.~CY• ~etetJ ttre sccepance of protlt. 

cU.ffe#EDtislo ~ cutmequ.enUy of inCCI'l'DII l~.lty. 

Also 11:. does tGlce into acar~Unt the exJ.~ aa4 e.c:cep. 

tence of~ OttDnt ~ ooc1e11.st enteJ"PriGo$. so 
gtvea soma lG'fel of ~titioa \!fhl.ch wac eDCOQre.ged 

.Ul ell too fJOCialJ.a;t OOuawtes. BOtllO de:.JI'OO of &UWJlOltl!J' 

of tha en.te.rpJ!'J.ses and an 11lCm11;;1ve ~· W.o profit 

.is tlM-~ fol"l'a!ng J.DUee'te:i.-f it. Will be Gtlf'PJ'isia.g 

not. toe***~ 1eequeUt.y "oppln; w:t (eYeD. 

~~t.t.eally) • If ot=hor meae\Ures BJ:e· 'taltelt up .af.Jm:a,l .. 

te.Jleouely to do· away ttith tho 111 offecte of tho plf0f1t 

1G11ca~, theft tho t4hole .t.aee be!U.nd ~ edoptlon o! 

such en. eeo~c JOlLey is loot. file &fficult.Y boJ:e 

4s that •~ ~J.i- (tbat. too at the lovel 11: 

~tts in the oocieUst ~ea) J..e DOt a major economto 

issue • b\1t its poll~ aDd 1deo1oglcal s.f.gn.tf.tconce 



.ta G~S• SOCial!,_ ethic& t1l\.1S ,CCIDIIG ln cont.ntlic

tion with tho ~c policies • 

. The HdDJOC'181l ~~eme= '\fas a novel one • en41ntr 

W"itaa su.ceeas ln Vsd,ous tields. aut,. the now ayotem ~ 

the smne time posed its own con1:1:&dlcticms• o!leota of 

which cou1a not bG acceptEd pollt:teallr. '1M feet tbat 

tho econcmd.c aft4 poUUcml etdvtuMd.es of Cha t,ir:te Umlt.etl 

Che seope of the refoms subst.en'Ue.lly, Yet llftlD.e#c ne . 
many &~9\18 (0•9'• ~l, tb8 ~let.e .ebar~ of 

HQDgattJ.en .ftfo:r:ms was mt t:be main. cause of its failure. 

'The refo&UiS ~e rao:t In fact. e-tem:Pt.o at 4ecentra1icat1on 

ot tme eeoDCm11ci deels.ton mald.nq por sa., ba~ to streDgthan 

~ba Gel'IUol plenn1ng bJ' l::C'i.qJlD.g: 111_ rzore elaxtbUI ty 

1n planning Grl4. by mald.ng the best of tba talents s.n 

various occmomlc agents. ~ tbe feet thet evcm ao o 

more ~ mot.hod to otnngthen, centm11 pll'.mrd.Dg end 

tmerab]r ~ e4voaeo SO(d.uUan. ~ Ancnaaatl eutcmcay of 

tho ~rprl•a end the other charsgea bi:'CugM J.D af~ 

1.9691 failed <tO secve ~oU puposo lUll as a consequence 

irwlt:ed frequ.en~ central intenent.IOne J..nto tho affairs 

of the ~rises. Tho 1!01eJ..U,. eay otheJ.'S adopted 

in variws soctoUst economt.es &t <Uf£ei:E'Jllt. po1Q.t.s ot 

t.f.me.. GCrQJ.d not be porfect, rNG theo.tetioall.y,. 1llo 

foe~ that. any ecoxunnS.c poUcy, lf laced w.t t.h a n\'IJ11ber 



of Objeetiveo, eoa ~ ~ ls vezy hf41:9 th.R J.t 

euccessf:d1y fulftlo _. ttbtlo· fai.1.t.ftl to echlave ·tbo 

=-eat.. so tbo ovenll. pedo~mtmce of tihe p&lt&cu1~ 

pollc.r CBDDD\) be esaotulecl 1n teas ot 'til$ men l'l\l!QbOI' 

of objectS.V'~S lu.U.UJ.etl·•· b\1\ by the td.a4 Of obJoctlvon. 

so tbe pdol'lt.y set. by the pleftr.&Ore !o Gftel&l. fte 

Nell BcfO!DJ!d.O ~- C019ed many Of the ·eeonom.iC 
I 

problems. bU at. tbe name t.'k!:l8 =eated soUUctal e.ft4 
~ .; . 

.t.aeo.loglaol problems .celata! w ~ ~- of 

soc1a.U.sm. eo 'Che 1.96& amgcv:.t.co Jrefozm l'IOdel coul4 

~ 1.m ~In J.tD form end conten~ fOt: a loages

pWio! of time. 

At. u ~ te~ 1GW1 1:b9 pftblem csn ·b$ tneed 

ln tbO od.atence of s .eontm4ict1on betwen the· phnnecs• 

prior1Ucw eJd c:ons\lS'D:Oats" p#efcreace in the. Soviet Wion. 

eo we11 ea a ~· ~ pmblGD is. 1e.zve1y 1Df~ 

tiooo.l ana. ls J:elnc:o4 t:o ~bG bsetc sen.ctw:o of omt.rol 

plarm.t.ng. At e tbooJ:'ottcol .leVel, 1 t eac be posnlblo to 

arg-W:l that ~ eentftl ploranGt& cca design the etructw:e 

of output eJtaetly sa~1ofyinw co~•• actl1SD'!. But. in 

pnati.ee this baa Jl09W been. possible to any of t.be 

eoclollet cOW1u.loo. SUpply of goode 4oes no<t; o&1).ab 

consume~:s•· d.anald. Attem:pta ue r.tW.i4e to dO away t~itb 

ouob d.J.~eo. tacellttves aJre .P"'V.tded to t.11a 
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,~dee ~e ao4 wo~s •. e-.ra ~nilanco .t.a 

9.lven t;o ette e~dat3a uo t&lfe 4ecial.ont:J or ~1 

~t"Wmti.Ons are mtJ.4S$ moro •~•·• A WJ:Y high level. 

o£ a•tenticm io Wng pa14 to ~ .t.mplfO\'eman~ Of t:he 

.infomaUOn eyat.em D<*h £a the tf&&R. aid HJ.JDgeJ7• ~ 

DeUce bas: betm 4eve1ope4. Slit tta pro»lem is belpt 

much more ~Uceted b'.r the ;:ap1d1y cbaftg.trlg •st:es otd 
.. 

the· .needs Of the poople. Tm Jklnged.an ~a taave . ' 

taken G~S to develop ami ·at) ttml"ket fOl:oes f!O ~

~ho level en4 tb$ &t#Uet\th of oa~. f!ho· maJ."llcot. J.s, 

t.IS$d in thO 60\ttet tlnJ.oa al~ !:Qt. ito SCtJ,Je of operation 

&s t':OI'O limlted aJ\4 tbe ~l'e tmore have eoneentre.tea 

on the· .impr<11eroent Of oenwel plolmillg by tkWeJ.opi.ng: 
' . 

<the S.nfocmatton .~ ead the eormat.S.on of p~ 

assoclatlons. fileeo meBSUI"es have bft~Ugbt. Ia a higl:le.# . 
level of centnlitmtion. The 1ncnan.cl omtr:aUeat.lOD 

has 1D tum Ctllle4 fo:.l' nDJ:IO use .of tbG .tncentJ.vo nwc::ba

nlsm. ~o is tile .reoocm Why one sees the sew&n pl&nnel'fl 

pJ:eOCcupie4 witm the problem ot eucaess itd&.cators •. 
·,· 

tnu.lo VU haVO GOOD tbet tile eentrel plslm1ng 

oystem, both in the ussa tmd HUngecy en· not f~ f.ccm 

defeats. tho metbocln appUed 1n bOth ~so c:ounvs.oa to 

reat:J.fy the system have aloo baon economic • ntmol" thaa 
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poU.eJ.cal ot t..aeolo;lcal• ·'l'he do.mluance of pOUU.Cs 

o\tel" ~cs, Wldeh sbodd Cbel"ectui8e G.n ~Ae&l 
SOC1&&11.&'t eeol18m.V, boo cot been GehltJvect .in nDY of tbese· 

SC>C1aU.st eountrte& umlel' st.SV• 

The thoo~ical jWlt';.t.t1oat1oa prov.t.ded to ~ usa 

of material tocen~L•eo by #efer.l'.lng ·to the pr1nc1ples 

•to each aeco~~~; to his tJOrk' ls mtsleadtnga !.ealr:l 

omm.e1ated ~c pr1ncJ.p1e .!n c different contald';. HO 

Jt'Gferre4 to tbe Ln~ .ineque11t!Ge lfbl.cb Old.Gt Sa n 

~eUst. OC'OmltlJ' ertlOD\l tbcf. VariowJ OOGQ,pat.iODS• He 

maintained that: quaUtatift cU:!£eweace ·co.nt:La• ·eo GJd.st, 

(UIK)fti va.riOl.lG typeJJ o£ wolit and· ~Uons ere to 

. he PBU tJCCC"cU.rlg:ly:.. 'This ~aUoaaU•s 1;be dtffGJ:once 

of i~ i4h1Cb ed.au, RY• betWeen t:11s mane7EW .OJJd 

the wor~. ~oen t.bo tecbno=-at en4 the forezr&3n. etc. 

The princJ.ple cannot bo appUGd to evalllOtJ.on of mtez:y 

11'141vidual*s \tor1l J!ID4 ~nt. p&JmSntl aecol'tlingly. 

Tbere &1'0 t\'10 J'Qasone for thiea firstly, ~- 8ltact mxaunt:. 

of W()rlc petfo~ by an indivJ.4u.a.l en4 the con~.t.bUUoa 

ho makes to the aod.al product.ton plroce:u cannot be 

4atozmined aceur~telyr socomuy. the tnt:r:'Od.w::t.lon of 

material incen't.i.Y$8 ma~ go age!nst: ~ prlnoiple itself 

bJ' f#'(;)atlng undesimblo lncoms gaps. 1'm· htghar income 
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u a perticulel: otrtozopnee mr17 l'lOt be the ~esul~ of 

hG&'"d wol"lc Gld eff~ncy ·OJ it:s empl.oyoos.- but. due· to· 

1:he ~ ·~t.10ao fBVow:;illO' ·tmelr .PX"'iiw:t1c:m end 

4lsVl~ process. AS bae baea notett Clmi':U.ea:- aleo, 

cbe ~conomSc cond.tdons of pr04t&CttOJ'lfJ eJ:G 

dilferGDt for 4Ufarent t:J'ftt;el',pr:laes. so given 'then 

C'JOi»UtloM of ptodttCJt:tono. the a~ 1:.0 paJ' each 

eceol'41rlg to bis \'IOZ'k.;. bt brJ.nPag in material tacentivas 

ie countcprodttettve_. 

lt. J.s tiNG tMt. ln all ~ aociU.let CO\m'td.oe 

oteps haVe been t3lcQn ~o p •. ..,te mon1 tncentlves and 

to CJrPen4 po11Uea1 ac4 J.&!ologic:el woM'k emcm; 'Uhe 

pt"JOpla.. BUt so fo.r cs 'bb8 ~~t. of t.bo OCOI"SCXXW 

ts ~ tho poU'Uoel cmd. 1deolo;.1cml wcmc. ·t!O 

•' seem to have any ~t.lon vi• the accmcm1c 

metbo4s eppUei! u the ~es:aea~ of tho ~· '1'he1c' 

OVGl'd~ 08 tho ~ HlUtiomJ Of tlle. 

prc;tblco bas .led to o sit:uatl.oa ~· d1o lonq teJ:m 

lnte.res.t. of eoct.allam boa bee:a ecoriflcad to pin 

l.ranecU.ate ecoJlOmlc bDoftu. It, ebould he rJOt:e4 that 

evea 1n a cspltal..l.et: eGOI*1l,J' GOJral V"alu.es play u 

ir®Ottent role _ •••• between the WOI'JcU elad tbe mana~ 

mer1t. the ftlatlcmeblp &neorpon.tes a var:tet;y of comploa 

.non price nle1:.iono including ~ ObltqaUons and 



e sooially can4:l14omd aaue of 4u.ty.. ~· only 1ft 

reth.er liud.te4 u:eas of OCOIJOJQlc lntenGt. ·ODD it. be 

saleS ,the.~ J.GteJtltd.aCJ.ons 'be~n persoae caa be .Geftoibly 

baaed on tho .Pllh pumd.'CG of ae1ft8lme8s••1 l'bo _1egoa, 

pnvi.s.t.o• to allot~ ·tme· oaptt.aUst:.e t:o Jtataia eatt ue 
the p#Of'lt\ ea~ .ie not app:U.coble to the ~a,. 

~£'8 fli'Xi· Other· ~~ts. ~ p~-~ ~-

potlOD with~ A«• tbn~ tho ~oation Of ,,_ecmal 

mated.el bellef!ts ls the solo ~•.of the msMgUa 8M 

vo:dters in s eocialiat ~ has .l-ed t» the neg-UgeftCIG 

Of· t::he .. ~sing couc:.t.oUSlUS of theU' soe.tel po(d.Uoa. 

Mt.ethe# A.t 1s ta a eoe.J.a1.1et OJ'lteJ'Prise or itt e capit:e.llet: 

ODG "he rr~s erd the ~-s e8PQD1&11y idont;.Uf 

· ttmms&lves ~tith ·tne entocpd.oe erd t.be.lt poalUon cn4 

~&-eby develOp eome aoclell:y eolld1tlcmad sense of 

~"espems.tblll d.eo. S\\Cl\ vo).ueo can be dciVflloped by 

1n~Sivo poUt.leal awl i4eoi.Oglce1. ~gna. But. the 

fi:UJ.to of aeh woos e.n oaobtU.Iloblo 1ft t.'le olson ~ 

so the plcmneJ:'e ill t\be USSR .Gad 1a Ht.\rl981Y, in lure of 

lmmodlotG asuu. tntrodGCG4 mat;e~ial incentives ami 

bavo dOVelope4 the eyatem co e J.•el where ODly ~ 
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MOSt Of the prObl~ llhOt.bear nsul~ fi'Oft\ ~e 

1acem1vo syswm or fi'Om etcptt• lunct&ol'.\lag taava 

Chat~' ~ in t.be CQDWal .PlflDl'ling Oy&temit ThtJ. plonnen 

bad to d'd.llk &Grlouslp to ~IJ.ua ~ r:olo of ~ etolr

pdees• The· ~ltt.lon of~ 41~-twa model. cSoes ·IJOtw 

alone solve ;me problem. T.be ~GUon that ~u J.a . .. ~ ,· - . . . . ~ , . . . -. 
wbat. .tS tho a11;GJ:nat1Yf!• A poU'Uc:al eobtion el~ 

with the 1ntl'odu.ct;ion of the •oolf tm!U'JQ9'omont'* type of 

model (ae BNs •aeft8) io uneceep'hble for naeou 

raoteS earU~ (see Chaptec-tJ •. Tile~ Uoa 1tl .me 
e~ Of thO fact tbet .aU ~ 4ed.aione C'eefa&'dirlg 

.t.mest~s. p~OD ·CDC!l tinl'ibGUOD J.\Oe4 !lOt be 

·~ by the amve. '!be pleo abouJ4 pltOW'J.4e the baoic 

guideUnes to the ente.l'pnses. •la major ecoDO!ld.c 

declaona ehould bO taken 'tr.i the aent.l'al p~ the 

.less tmponaot cm.oa can. bra taken by the eate.zpJ:'iSG8 

themselves. ~s 1:#1ags Q8 c:loso to Kol'nOl • e axXtel. .• 

To conclude, cmo would say t:.h&t off.t.c1eney cannot 

bo guaro~Keo1 try providing autonomy to tho on.~l.eea 

nlo~ tncenUveo have to play arJ irn,portent do. 

~le material inc:ant.S:ves ore undoskablo t'l04 go cgoinnt 

tho socioliat •aluas, 91vcn t.bo object.lwe c:ondJ.tlons in 
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the USSR an4 M HUngeJ.Y- Wbsi'G the us~ of ~1 ~~ 

tlvea bas not. bean effectJ:ve eDd rot. mu.ch of et.tentde 
' . 

has ~. pai4. to d.Vel~ ~ valueo Cio oanpo.J:etlOD 

eo tile interest pnU to the ue ot mattad.el £ft-cent£1vu) 

the ••e ot mat.er:'ial incetlUvoe CelmOI". ,_ avo1C!e4 a• 
pnsent:.. ·avea when mat.ed.-d tncenfd.:ve:a Oft uaeo:, eute:qpta 

sbould JJe ~ t:.O 111~ the· Ghan of colleet;IV. 

COiUJtl't!)Uoo ill t:bG total, erzDW}t of mat.ez"J.al ilscen•vee 

otfc~. file &4eo of ~ ~· in cacm• shou14 

be populed.ae4 ~b ousWaed en4 ~ .political 

erd &deolo9J,eal ~gn. · ae~ons abould bo IIIIt!e to dO 

etfGJ" witm the bemus·· ~ ale .cm.o be done bY allo::t1ng 

sincere J.nttOlvemant. of wOl'feel"s ·t:iid' ·~ in the 
' 

4~1~ process so that tbey caa ldentl£y ~ 

eel. ves wJ.tb tho in~ af the eldtei'PC'isea. Tble 1• 

JD<t ODly voin~ w ~a effJ.ciem:p of the cenwel 

plotrn.&rlg ~· b.. also tlill bo a.a .tmponaot ._, 

~e eoet.olteeUOD of the means of prad\&Otion• 
I 
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