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P —
MEMORASDULL QN T CENTRAL AND EPEOUTAL
FUATERONS TTOR TN OVIET ECONOMY

The gpeeial cr-ation under diseresion is borrowed
from  ensh m,. =ang, g .akint oal cash receipts

,
ama Tk Lo :u Cur

NI

TR SN 2% happsnﬁ to ex-
; cvs bebwozn the stato

top in the different
18, of tax payors
My ) the planming
wis Gu nily the increm.nt
oo /ings, mnot the

of prm?g ar
and d=erem ns ol en.
deferrcd eliim ‘m umm s e@rr»fmi.cnily sume-
'mar'iwod angl cd i wbe oot It has been
critie fhat it dow not confivm to the principle of
accou L 34t mopt im;)n“' {ant item of state
fay Ty boinel As u,um hutween state
o 0"1711,sa tene s owob involve eash and the gtate sa7ngy
is s no o abo -:t on retabicd and not dealt out
to mdid o soluded from tho
cquation. By s weuld g\n'“ally
undas b nd must be made {ox the
two ashee... gm 1w ovid-nily ra’s d
irony mi. nd b shing
ageount oy o the Jdiste Iumn of th+ total inesmuo.
The fello o ocoaloaton shows thy pdlat’on butween
this «qunlilon ‘mu the goneral Incems - q & don.

vl ine. m; equation fer any goven poriod

o
LR

& s b oro T=1iho total e fnt RESTDY

¢ totnl e rrent produsiion
‘U e=ths {olal curraiih esweauwmi on
Be=tirg tolal cure.nl savings

For the gimulwpt Tma ggnq s eage whore these i
ro agxiculu vy g 5 oansportation 1o governm nt
administratior, - ive oqu 1ibmum i ™o N
whin the follow.ng :rjuations ave saiisiied.




(K—=W;) 4 (C~W,)=K=8 which is the samz as
W1+W2=O=U

where K =the total cuirent production of capital goods

C=the total carrent production of consumption
goods

W;=the toial salaries and wages paid for the
production of K

Wo=the total salaries and wages paid for the
preduction of C
and all C produced is consumed.

Assuming away the expansion of circulating
capital in the form of mnet imcrease in the stock of
agricultural produce and of initial and intermediate
industrial preducts, and also neglecting the presence of
Sovhosie and productive co-operatives, the present
Soviet economy, under the following simplifying
assumptions, may be represented as follows :

L, P, U, 8 K, C, W;, Wy, are to repressni the
different entities as bofore.

Wo add

A=total agricultural preduction, consisting of
A;=portion of own consumption by farmers.
A,=portion d:lizeced and sold to the state,
all absorbed by the industries with no
carry-over, i.e., the initial and final stock
of agricultural material, in thoe who.e
industrial piwcesss, are equal.

A =nportion sold d'rsctly to consumeors.

V =total transportation and public serviees, con-
gigting of
Vi=portion rendered to the state indusivies

and trads and absorbed in the value of
‘K and €.
Vy=portion rendered to the consuming publie.
Va=portion rendered to the governmoent ad-
© minigtration.



M:= otal expenses «f go crnment admiiistration,
congisting of

We make

lx._k]+,m, Bt

the slate.
koliiogie ag

Kz =yporiion
capital ¢
Sl ——-ﬁtlykJ(J By i
S.=kolhosic nav.:
Sp = indiv dual sa
investod in ¢
Heneo

’J in K,
onm’dy

And woe mako
C=0C+0, and

congved  in the said

period, :
Cy=porticn  cousuged by the cousuming

public.
Cyp=portion cougum 4 by ths goveranmint as
siatod above.
Consequently we have
Total production Pe==? .04 A V
Total consumpiion U (!

Consunted by indi idu
and gov’t.

pmcu»gs.

Total savinusm=I=5, 4+ 45,

Necessarily P=U-3, whon the
are eguaiced.

componont tepms

But in ovder i ensurs o smooh enonomie fow so
that C;, Ay, V, ave eniirel, consumed, aud the kolliosia

3



and individuals still realize their savings 8, & after
paying their ineome tax t, sufficient pnichasing power
must he placed to the colisetive farmers and industr.al
aid government workers necording to the following
equatiorn. :

(Wit Wodb W) 4 (Mg Ay =01+ A+ Vot S+ S+t

Tolel cash receipls by Total cash payments
indiv.duaals. by individuals.

TR

(Wi Wo+ W) =total purchasing power of ths in-

dustrial and governmead workoers

(Ag+ Ag) =total purchacing power of the
colloetive farmers.

The ahove cquation is ne more than an expanded
form of W4+ W,=0
And it is just as mueh an economic condition to be
ohtained, laving mno relevance to ths principle of
accountingy.

Ay is cancolled from both sides, and the equation
represcints the total ecomomic relation between the
sarte and the individuals.

Piungposing the savings to one side, wo have

Byt =W;+Wodb Wy Ay—0; - V,—t

It can be incorporated into the general inceme

equation by subsiituting

(Sg"' 83) Wi‘l’;h (VVZ ’=' 1\‘&"2 ‘!" ‘EV’A_; 'I" [“ - 01 — V2_ t)
We shall then have siote savings
)
S] =K — ("V] +\V2+W3+A2-—U1—V2—t)
It K is congidered as given, and Wy, W, Wy, A,
Co Vy and t as wariables, and neglecting V,, t for
Le.ng comparatively unimportant, wa shall have as the

mose important regidators of state savings in three
sots of variavles.

4



as and salaries.
srehase prices.
ces 10 consuINeIZ.

(T) Wy Wb W
= Pu‘:*l.'

. it
GID U= :ﬁmtzﬂ rol

By desreasing wages or agmenlinral prices or hy
im*"‘o““',xg reiail prices, S will 1 > inerased. Ass'nn“nﬂ
no technolagieal advance, it entails o shifiing of labor
from A o0 C toe K. A new equilibrivm s af«,an ed
whon o greator K and smaller A or C are vroduced.

Se=l

When the retail prices r-nm’z"n unchonged, and pur-
chasing powor Is decreased in virtue of d oreesing x
and v, o smallor C is ncn(h“? to nmuintain the cauili-
b, honee less lahor s require

When wages ansd agricultural porchase prierss semain
unc 1:2&9,(2(? and z is incwased, the real purehasing
power s docreased. A new o i{ih‘inm has to be
attained hy reducng the ¢ antity of cons tmiption
goads to he produced, heno : wrguired.

J

Since a lnvge part of C olduivng e row wmnier'sl from

ng"'c“ltuw, labor ean also be shofied from A to K
throagh thess changes.

] :1“ﬂund

When the produciivity
wages and agricaltural v chase pdoos enn i censed
and rotail prices ean be lowesed in order io: .‘s iin the
new cquﬂlbx ium in which sufficient purchasing power

%0 absorb C; and A, is again realized.
b




TRANSLATION OF DR, VARUAS REP Y PO MY
MEMODRANDUM O THE (GONIERAL AND
SPECIAT EGUATIONS FOR THIE
SOVIET ECONOMY

Hoviet Feonemy,
which has been submitiod fo me, is, ingofar as §
could judge In ths shoet time al my disposal, generily
eovrect. 1L 8 an suslogy to Mars’s schems in “The

7

Capital.”  1lowsver, a fundamaoial dUTerence must
no! be forgo’len, Le., Marx’™ schonw gives the piclure

of an imagzi nilibiium of  the eaplialisiie re-

production, an  ideal cguilibriom never realised in
praciice. Tho ancrchy with the ways of capitalistic
reproduction venders the realization of such an cquili-
brium impossible for any lengih of times. It would
be just an accident if the capilalistic reproduction
should ever once move in correspondonce with tho
scheme. On the contrary, all elemants of the Sovies
Economy, with the exception of crop failure which
depends wupon weathoer conditions, are planned in
advance. By using terms such as “capital”’, “wages”
and “savings” which are the categorics of the
capilalistic economy, there always exisis the danger

for misunderstanding.



REPLY FROM DR. VARGA

Das mir ubergebene, fur die Sow jet-Volkswirtschaft
ausgearbei‘e Schema ist-soweit ich es in der mir mnpe
Verfugung stchenden Kurzen Zeit beuricilen konnte-
Im allgemeinen richtig. s ist cine Aunalogle der
Schemata von Marx im Kapitdl.  Doch drf der grund-
legende Unterschied nicht vercessen  werden @ die
Schemata von Marx geben das Bild cires vorgasicllion,

aber tatsachlich niemals voihandenen  “idealen”

izchon Reprodukiion. Die

Gleichgewichts der kapiialis

Anarchie der  kapitalistischen  Produkiionsweise

lasst das in don Schemata von Marx gezcichnete
-

Gleichgewicht veal auf die Dauer mnicht aufkommon.

Is ware bloss ¢in Zufall, wenn sich dis kapiialistische
Reproduktion cinmal punkiiich nach dem Schema von
Maix bewegen wurde. TIlingegen sind alle Llemento
der Sowjetwirigeliaft (mit Ausnahme des, von dem
Gang der Wiiterung abhovgigen Ausfulls der Ernte im
vorhinein_oeplant.  Bei Anwendung der Kategorien der
kapialistischon  Wirtschaft-“Kapital,” “Aibsitslcha”,
“Lrspornisse” busicht daber immer die Gefulr von

Missverstandnissen.
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Total Congumption U= (C; +O.~ +A1+Ag-+Va+Vg) + (Az+ V)
where (Cy+Cs +A;+Ag+Va+Vy) =Consamed by
individuals and gov’t.
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