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MEMORANDUM ON THE GENERAL AND SPECIAL
EQUATIGHNS FOR THE SOVIET ECONCMY

The cpeciel egaation under discrigsion is borrowed
from ecash plann®ag, «q ating ‘oal cazh reesipis
aga'neb total essh paymsenis. I alse happens to ex-
press tie ictal cconomie nclatioms betwsen the siate
and the individuals with.the lafter in the &fferent
capaciiies of producsrs, of consumers, of tax-payems
and of savings dépositors. . Furthermare, the plsmming
of prigss and ‘wages, and conscquenily the inerement
and decrement of savings-aciual savings, mot the
deferred elaimms to products-are convemienily som-
mepiasd and refletted in the eguation. It has been
critioiscd - that it dus not confirm to the principle of
secouniing and ke most important Hem of ataie
savmgs is not Inecluded. As irsmsactions between siate
organisations do not in olve cash and tbs state savings
is the act state produeien retained and mot dealt oub
to individvals,” it is nceessarily excluded from the
cquation. By aceountng prineiplcs one would gencrally
vhderstond thas dowtde cnizves must b: made for the
two aspeois of ons thing, eritieism is evidemtly raised
from misunderstanding iiis eq at'on as ‘something
accounting for the distribuilon of tho to'al ineoms.
The following evaluation shows ths relation between
this equaiion and tho general“income (g ¢ ion.

The general neom: eguation for any g.ven period
js as follows:

I=aP=U+4+8 whore I=the toizl cwopront ipeoms
P=the totel errrent production
U =tho tetal current eensumaption
B8=the total eurrent savimgs
For the.simplest :maginable case where there is
no agrieulturs, no transportation smd no govermnment
adminigization, progressive equilibrium is maintained
when the following cquaticns are saiisfied.



XK~W) 4+ (C—~W,)=K=8"which is the samo as

where K =the iotal emwent production of capital goeds
C=the total current production of consumption
goods
W,=ths iotsl salaries and wages paid for the
produetion of K
Wy=the total salaries and wages paid {for the.
productior of C
and all C produced is consumed.

Assuming away the expansion of eirculating
capital in the form of met inecrease in the stock of
agricultural produce and of injfial and interrhediate
indugirial produets, and slso neglecting the presence of
Sovhosie and productive co-operatives, the presant
Soviet eeconemy, under the following simplifying
essumptions, may be represented ag follows :

L, P U B8 K, C, Wy, W, are to represent the
different entities as before.

We add

A=total agricaltural preduection, consisting of
A, =portion of own consumptien by farmers.
Ay=portion dclivered and :sold ip .the state,
all absorbed by the industries with no
carry-over, i.e., the initial and final stock
of - agricultural maferial,:. in the whole
industrial preesss, are equal.

A, =portion sold d'rcetly e consumers.

V =total tramsportation and public services, con-
sisting of
Vi=portion rendered to the state indusiyies

and trade and absorbed in the value of
K and C.
Vy=portion rendered to the consuming puabliec.
Vs=portion rendered fo the government ad-
ministration.

2



M=total expenses of government administration,
compipting of

C;=consumption goods- consgmed.
Vy=as siated.
Wz=wages and salapies.

We make

K=K;+K,; 8=8;+8,4S5; where

K;=portion of K retained by the state.

K,=portion of K sold to the "kolhosie as
capital equipment.

S, =state sgvirgs.

By =kolhosle savings, direcily invested in K,

B3 =#ndividual savings, indireetly and entirciy
invested in the state indusiries.
Hence K;=8,48S;

And we make
C=0;+4-C, and entirely consumed in the ssid
poriod, ‘where
Oj=portion. consumed by the consuming
public.

Cy=portion consumecd by ths government as
stated ahove.

Congequently we have

Total preduction P=K+4+C+A+V
Total consumption U=(Cy+Co A+ A3V, +V;)

+ (A4 V)
Consumed by individuals  cemsumed in
and geov’t. the industrial
Process.

Totel savings =8==8;+8,+85;

Necessarily P=U+8, when their component terms
are equated. .

Buit in order e ensurs a gmooth ecomomic flow so
that Cy, Ag, V; are eatirely consumed, and the kolhosie

3



and individuals still realize their savimgs S, S, after
paying their income tax f, sufficient purchasing pewer
must be placed o the colleciive farmers and industirial
and government woikers accerding.-te the follewing
equation.

(W1+W2+ Ws\ + (A2+A3) =01 +A3+V2+82+S3+t
Total cash receipts by Total cash paymenis
individuals. by individuals.

(W14 W +W,;) =iotal purchasing powerof the in-

dustrial and government workers
(Ax+A;) =total purchasing power eof the
collective farmers.

The akeve equation is ne more than an expanded

form of W, +W,=C

And it is just as much an egememic comrdiiien to he
obtained, having no reclevance to the primeiple of
aceouniing.

A; is canecelled from both: sides, and the equation

represents- the total economie relaticm between the
state and the indi iduals.

Transpesing the savings to ene sidla, wo have
Sg+ Ss 'WI +W2+W3+A-2';' Gl -Vz-—t

It ean be imcerporated inte the general income
eguation by substituting

(Sg"l‘ Ss) with (W} *‘ﬁ g+W~3~+ A2—®1 —Vg—t}

Weo shall then have state savings

Sl =K~ ("VV]. <+ Wz"“wrs +A2 —ﬁl— V2 -t)

If X is considered as given, and W;, W,, Wy, A,,
C,, V, and % as variables, and neglecting V,, t fer
heing comparatively unimporiant, we shall have as ths

wiost importsmt regulaters of state savings in thrse
gots of variables.
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g} Wi+Wo4-Wy=x wages and saleries.
A,=y agrieultural purehase nrices.
"LH) C, =1z total retail priees to consumers.

S=K=x~y+2z

By decreasing wages or agricultural-prices or by
increasing reteil prices, S will be ingreased. Assuming
o teehnolog:cal advanee, it entails a shifting of labor
from A or € te K.  A. new.eguiibrium is attained
when a greeter K and smaller A or C are produced.

S=K+K

When the retail prices rewmin unchanged, and pur-
chasing power is decreased in virtue of decreasing x
and y, a smaller € is needed to maintain the equili~
briuw, hence less labor is reguired.

When. wages and agriculfural purchase prices remain
unchanged and z is increased, the real purchasing
power is decreased. A new equilibrium has to be
attained by reducing the quamtily of comsumption
goods te be produced, hence alvo less laber is required.

Since a large part of C obtains its raw material from
agriculture, labor can olso-be shifted from A to K
through these changes.

When the laber productivily is increased all around,
wages and agricultural purchase priees can be increased
and retail prices can be lowered in order to atksin the
nev:equilibrium in which sufficient purchasing pewer
1 absorb Gy and Ag is again realized.



TRANSLATION OF DR. VARGA’S“REPLY-TO MY
MEMORANDUM ON THE GENERAL AND
SPECIAL BEQUATIONS FOR THE
SOVIET ECONOMY

The working scheme for the Soviet Eceomomy,
whieh has been subisilied .to me, i, insofar as I
could jadge in the short ifme at my disposal, generally
correct. It is an anslogy to Marx’s schome in. “The
Ca,pxtal” However, a funda,mental difference - must
not be forgoiten, i.e., Marc’s schems gives th@uplqture
of an imaginary equilibrium of the capitalistic re-
production, an ideal 'equﬂibrium never realised in
pié,etice The anarchy with the ways ‘of camtsh%tm
1eproductzon renders -iiwe realisation of such an eth—
brigm 1mpossable for any length of time. It would
be just an aceldent if the capitalistic Teptad;uction
should ever once move m corraspondence mth the
scheme. Oan the conirary, all elements of the Soviei
Hoonemy, with the exception of crop failure which
depends wupon weather egnd;tIOns, are- planned’ in
advance. By usmg terms. sweh as “ecapital®, “mges’
and “savings” which are the ¢ategories of . 'ithe
capitalistic economy, there always exists the dangar
for 'mi~undemtanding.



REPLY FROM DR. VARGA

Das mir ubergebene, fu: die Sowjet-Volkswirtschaft
ausgearbeite Schema is:-soweit ich es in der mir zur
Verfugung stehenden Kuizen Zeit beurteilen konnie-
im allgemeinen 1ichtig. Hs ist eine Analogie der
Schemata von Marx im Kapital. Duoch darf der grand-
legende Unterschied nichi vergessen werden: die
Schemata von Marx geben das Bild eines vorgastellten,
aber tatsachlich niemals vorhandenen “idealen”
Gleichgewichts der kapi‘alisiischen Repioduktion. Die
Ana chic der kapitalisiischen  Produktionsweise
lagst des in, den Schemata von Marx gezeichneie
Gleichgewicht resl auf die Dauer nieht auflkommen.
BEs ware bloss ein Zufall, wenn sich die kapi:listische
Rep oduktion einmal purkilich rach dem Schema von
Marx bewegen wurde. ﬁiugegen sind alle Elemenie
der Sowjetwi.schaft (mit Ausnahme des, von dem
Gang der Wilterung abhangigen Ausfalls der Ernte-im
vorhinein geplant. Bei Anwendung der Kaiegorien der
kapitalistischen Wirtschaft~“Kapital,” _“Arbeitslohn”,
“Trsparnisse” besteht daher immer die Gefahr von
Missverstandnissen.
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