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1. TMorotl.cll pnnquiutn or oconoll.c rotom in at-to
agricultural fl!‘l

ltato ur.lculmul tnm. in thou' over ﬂurty-yur Ionc‘
history often experienced a negative 1mot of the .system of
central commands and contnuud allocations of the means of
production, which had been in force till 1981. Apart from allo-
cations of the means of production lbotn;. in t-ct, free of
charge/, there was 8ls0 8 system of subaidies. Permanent inefe
fectiveness of the economic mechanism operating in such condi-
tions gave rise to tendencies towards creating apontanoously
'nubuch.nuu' allowing for more or 1less effective economic
lcttvlty. Their extreme expression were informal lobbies, cor-
ruption, protection of narrowly-conceived interests, and
voluntarism,

The year 1981 seems to havo brought the final discrediting
of the former system of commands and centralized allocations.
It witnessed unprecedented dislocations in the national economys
There was very rapidly forwed a different economic mechanismi
@ free market mechanism with striking signs of speculation.

Thus, the economic reform in state agricultural farms /and
outside them/ should eliminate, first of all, the above mentio-
ned negative phenomena, restore the planned cheracter of econo-
mic menagement through bringing the plan’s tasks closer to
realities of the economy on the one hand and through - launching
the economic instruments of the plan’s execution on the other
hand, It should promote the conducting of a real and not simu-
lated economig calculus in enterprises and, in this way, promote
more effective utilization of the factors of production, which
represents the main goal of ‘any economic reform.
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Determinants of accomplishing socio-economic goals in state
agricultural farms inherent in the socio-economic system,

The new economic-financial system represents an attempt at
abandoning the earlier system of commands and . centralized al-
locations. Generally, the changes envisaged by it may be consi-
dered convergent with solutions applied in other spheres of the
national economy within the framework of the general economic
reform., The basis of the new system, taking'its concrete form
in detailed solutions, was to be provided by the principles of
autonomy, self-management, and self-financing of enterprises
commonly known today. The following assumptions were made while
accepting new economic solutions:

- assuring stabllization of private farms’ development
/which would, among others, eliminate the pressure exerted
on state agricultursl farms to take over privately-owned
land and even create a possibility of getting rid of lands
on which effective agricultural activity as conducted by
state farms was impossible/;

- affording more profitable conditions for agricultrual
production and observing a principle that any growth in
production costs will be compensated by increase in prices
of state purchasing of agriculturel produce /which would
allow to abandon the system of subsidies, zrcntl, dio-
counts etc./; P

- creating conditions for autonomous for-ation ot ocononi-
cally Justified production structure.

The new system introduced a principle that enterprises would
fully sutonomouslyshape their organization, . directions and
structure of production, as well as plan their oqononie-tinanp
cial activity, The anmnual economic-financial plen uutonouoully
elaborated by enterprises nnd taking into account - the assump-
tions of a long-term plan, . capitql equipnent of the enterprise,
and its real production and economic. ‘situation provides a basis
for current management of the enterprise. The planning is car-
ried out at the level of plants with the plan of & multi-plant
enterprise constituting a sum of plants® plans, The law of the
economic reform envisages that the plan after its initial ana-
lysis by eumployeea”’ self-management will be checked by the bank
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tlnancing 8 given enterprise, and next approvod by the sclt-ll-
nagement organ. PRGN

The new economic system also envisages that the entire eco~
nomic-financial uctivity,o: the enterprise will be conducted on
the basis of the economic calculus. The changes in the field of
financing the enterprise’s operations aim at attaining a self-
financing ability by the enterprise. Consequently, there were
restricted possibilities of obraining subsidies /which are to
be fully abolished in the future/, and it was dedded that state
egricultural farms would be able to benefit from bank credits
on the same terms as the entire agricultural sector. Principles
of taxation were unified as well,

In realtion to investments there was accepted a principle
that enterprises themselves would make decisions in this field
carrying simultaneously responsibility for all effects of the
investment process. The aim of this decision was to enhance the
interest taken by enterprises in proper propirotion of investe
ments, and in their effective and punctual completions All ine
vestments are financed from the enterprise’s development fund
and /for the first time in state agricultursl farms/ from long-
term bank credits with the terms on which investments credits
are granted being the same for all sectors of agriculture,

The final financial result of the enterprise’s activity as-
sumes a form of either profit or less.

The system envisages that the enterprise ‘s activity will be
eveluated every five years /but in justified cases it may be
done carlier/., The attained financial result is to be a basic
criterion in such evalustion, ' ;

2. System determinants 6f ucconpli'hnent of locio-ccononic
goals in state ozrtculturnl farms

The above review of p:;nctplcs alons.uhlch;thc‘ataxa 8gri-
cultural sector is to function, enriched by new principles of
wages, allows to torlulato an opinion that they correspond to
postulates of roiains the effectiveness of .sricultural economy
formlated nrucr oRy ‘I!horo aruoa a quoation. howover. to what
extent they umro vartticd 1n practicc. Ve shall try to answer
this quoutioa on th!/bei: ot qucstionnairv surveys conducted
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in selected state uruultuu), nm in !.odz ucrouu in 1962,
1983, and 1984,

The problems connected with ﬂu mnctio:unz of anto uri-
cultural farms will be analyzed in three main spheress

Ae organizational,

B. regulatory,

c. uuvmm1. '

A. Organizational upcct- of state .&rxeums'-u farms*
tunctxonsu ; B ‘

Introdnct!.on of new nonouc-ﬂnunchl uoluuons m ltat'
agricultural farms involved a necessity of ortocting clunou in
relationships between the enterprise and its founding organs
From the organizational point of view, enterprises were suborw
dinated to the provincial organs of state administration.

This change exerted a favourable influence on opor.t!.oml
econditions of state -p'icultunl farms in agricultural regions,
Within the new ornniuuonal set-up the position held by state
agricultural farms in relation to other enterprises operating
in a given region was consolidated. Owing to this solution, they
enjoy among others an easier access to the means of production
which are rationed,

The situation of aj’rieultnral enterprises looks different,
however, in industrial centres where they hold a weaker position
in relation to regional industrial potentates.

Even though the relstions of state agricultural farms vith
their founding organs preserved their formal-buresucratic cha~
racter, they are no longer troublesome for enterprises. The
founding organ is responsible for formal acceptance of entere
prises economie plans and for performance of restricted control
functions. The most important changes from the enterprise’s
point of view totk plece in the planning process, Before the re-
form was introduced, the normal procedure had been as followsi’
the Ministry of Agriculture through Amalgamations would transfer
to subordinated unite planning commands interfering directly in
structure and dynamics of both ¢rop and animal production. They
would be frequently changed during a yeag and in this situation
the margin of freedom possessed by enterprises was practigally
insignificant, '
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Since 1981, the analyzed state agricultural farms have been
elaborating their plans autonomously, Plans are made at the le-
vel of plansts, and an exception here is the investment plan,
which is elaborated at the enterprise’s level. This creates pre-
requsites for rationalization of the economic activity in state
agricultural enterprises, which becomes more elsstiec and better
adapted to market requirements. Unfortunately, these positive
prerequisites in the present pricing and procurement sifuatlon
do not bear positive effects, Plans are, to a large extent,
a fiction and little attention is sttached to them in enterpri-
ses. They are treated as a formal basis for acceptance of their
intentions by the Provincial Council and the bank, One can get
an impression that partners in the process of planning: plants,
_ enterprise, provincial council, and bank concluded a silent age
reement that for the sake of real economic proceses thly will
not be attaching too muich attention to provisions of the -plan,
Although the hitherto planning practice is advantageous for ene
terprises, it tends to undermine feasibility and sense of plan-
ning, ;

In as much as the character of new rolutionshipa between
enterprises end their founding organs may be assessed ponitlvyly;
a similar opinion can hardly be formilated in relation to as-
sociations of producers. It is true that these associations are
an effect of voluntary decisions of enterprises but they were
established alongside primciples’of conformity and attachment to
the old tradltion‘ of membership in economic amalgamations,
Another thing is that enterprises were looking forward to fa-
cilitated access to industrial supplies, 1nveatnentl, .nd ‘cre=
dits but they tended to be skeptical as regards capobtlltloa of
associations in aolvxng these problems, These apprehenaions were
to be soon confirmed in practice. At present, there prevails
a view that in its present form the association is en unnecese
sary economic unit, Membership in sssociations would be advan~-
tageous for enterprises if they grouped apart tron qgricultural
units also enterprises provldins services for ngriculturo. CONm
struction units ete. In gontroversial 1asuel'fpnssoclntlona
should ropresont Lntortatc of enterprises, W
: The ocononic rotorg has closely linked atatd asricultural
farms with the fipancing bank creating @ qualitntivcly new'nb-'
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tuation for both partners. The benk was to become a guarantor
of rationalization of enterprises’ economic activity The econo=
mic calculus as a basis of economic policy of both partners was
to play a decisive role. However, the practice of Ythe last few
years has already revealed many alarming phenomena. For enter=
prise dependent, to a bigzer extant, on & bank credit, the bank
has become a typically monopolistic organization in the field
of financial services. Relationships between the bank and the
enterprise gradually lose the character of economic partnership
replaced by appearing bureaucratic tendencies. Banks apply per=
manently "financial dictatorship® /they impose terms of coope-
ration, employ blackmail with regard to granting credits etc./.
In this situation, the bank becomes the enterprise’s superior
and it forces out terms concerning, for example, size of gran-
ted credits or interest rates. Discretionary and formalistic
approach to the credit-granting is strongly criticized. Banks
usurp a right for themselves to give edvice and recommendations,
which often collide with criteria of economic choices It has
become necessary to break the monopoly held by the so-called
Bank of Food Economy in financiel services provided for state
agricultural farms. This should lead to a situation in whicr
enterprises would be treated as a real partner in their contacts
with the bank, and would have a possibility of conducting
authentic negotiations about credit terms.
The economic reform has not brought aeny more important
changes in relationships of state agricultural farms with dife.
ferent units providing services for agriculture. A little has
changed in the system and conditions in which production, trade,
and investment services are provided for agricultural farms. In
the analyzed state agricultural farms, there can be observed
a very pronounced trend towards a possibly fullest solving of
the above problems on their own. The appearance of this trend
has been due, on the one hand, to constantly growing costs of
agricultural services sccompanying their declining quality whi-
le, on the other hand, it is due to a largely negative evaluaw
tion of contacts with units providing services, Also in ‘this
sphere, just like in contacts with the bank, there exists a mow-
nopoly for services, which allows these units to impose prices,
time and volume of deliveries etc, being favourable for them,



New Economic-Financial System... 105

This monopoly in the field of trading organizetions could'
be abolished if state axriculturai farms were allowed to sell
their products on a wider scale in the free markets It would be
especially beneficial for supply of big urban agglomerations
with products provided by state agricultural ferms operating in
a given area.

The freedom of opera.tion of organizational structures in
state agricultural farms obtained in 1981 led to dissolution of
a considerable part of big agricultural complexes and agricul=-
tureal enterprises operating on bigger acreage. In this vay,
there has been substantially increesed the number of plants
operating along principles of full internal self-financing.
A certain number of these plants separated themselves and began
to function as autonomous enterprises, while another part of
them changed their range of activity and aecreage adjusting
themselves to new local conditions. These processes are coh=
tinued today and they tend to increase the number of agricultu-
ral plants, Simulteneously, there are taking place quite radical
changes in the system of management in state farms, Decisions
concerning such basic economic issues as elaboration of plans,
conclusion of contracts, covering financial obligations, con-
tracting credits have been transferred to plants. In this way,
the range of powers and functions of enterprises’ directors
have been changed as well, In the present oo'nditi_ons. they
should focus their efforts on current coordination, stimulate
development processes and perform general supervision. over a=-
ctivities of plants, On the negative side, there appear trends
towards stricter administrative subordination of plants to the
menagement of state agricultursl farms This is promoted by con-
centration of all investment deeisions at the level of the en~
terprise, and instances can be observed when management of the
enterprise interferes into the planning process in plants. Mo-
reover, préfits end wege fund are sccounted at the enterprise’s
level, vhich is tnvaunblo for mkor plantn and weakens the
nottv-uoml systems :

* Despite these alarming phonoum nstrictzng phnta . autow
nomy, it should be noted that the present orpuiz-txoml struc-
“ture in state farms constitutes a merked progress on the way to
I_uplonntatlon of the principle of full economic self-accounttg,
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The next step on this way should be transformation of plants

into enterprises wherever it is possible for technical and ore

ganizational reasons, This would pave the way for reducing a ne-

gative correlation between size of the enterprise and its ef-

fectiveness observed in the si):nto sector. 4 oy

B. Instruments of regulation of economic processes in state
farms ‘e

The reformed economic-financisl system is based on prineci-
ples of adonomy and self-financing of enterprises,

The most easential factor determining the economic situa-
tion of state agricultural farms in recent time have been pri-
ces. These farms in various spheres of their activity meet, in
fact, all kinds of prices existing at present. It exerts a spe-
eific influence on their revenues and, namely, while selling
their products they are allowed to charge official prices ale
most exclusively, In this way, they are deprivedofs possibility
~ pccessible to a significant part of industrial enterprises -
of maximizing their revenues from gales by manipulating prices,
Accordingly, the enterprise may maximize its profits in practice
through raising the volume of sold production and improving its
quality or through undertaking measures aimed at changing pro=-
duction structure /this is more difficult in agriculture owing
to a gpecific character of production in this sector/.

Although official prices are not directly determined by
state agricultural farms, it should not be forgotten that their
growth is also a result of pressures exerted by state farms,
which determine, to a significant degree, marginal costs of
agricultural production. In the period under suryey, the state
purchasing prices were very favourablo for state farms. They
were- increased twice, which becsme n factor 1lprov1ng radlcany
the financial situation of ontcrpriua.

' The solutions adopted by the new economic uyam were to
strengthen the interest taken by enterprises in the cost side
of their activity, According to the Consultative Economic Coune
eil, state farms recorded a relatively bigger drop in their “",
terial costs in relation to indices of production dynamics This"
might testify to a certain degree of progress in rationalization
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of their ectivity. This opinion was not confirmed, however, by
our studies, Despite the fact that gosts were growing more
slowly than production in terms of valuf'?ﬂﬂﬁ wirrent prices/,
unit production costs rose at the same time, It was caused both
by growth of prices of supplies, wages, and by the initial /in
the financial year 1981/198% sharp drop and later slight growth
or stabilization of production in material terms. It should be
underlined however, that in spite of major reservations made in
relation to the present pricing policy, prices become, to an
ever growing extent, a parameter in choosing the structure of
production in the analyzed enterprises,

The financial burdensof state farms constitute a disputable
element of their economic-financial system as well. Some claim
that they are much higher than those carried by private farms,
When analyzing this problem, it should be remembered that these
disproportions are largely a result ofspecific charactarlstics
of both types of farms as regerds utilization of labour. A pm—
dominant part of the financial burden of state farms is cone
nected with labour employment, On the other hand, as regards
typical forms of financial burdens /such as tax on land, land
rent or its equivalent, etc./ state farms are in a much more
advantageous position. Thus, for example, in the analyzed en-
terprises in conditions created by the new system, the remai~
ning financial burden hot connected with the employment factor/
ranged from 5.3.per cent to almost 12 per cent of the entire
financial burden, While evaluationg the system of financial bur-
dens, the enterprises were pointing at still insufficient dif-
ferentiation of tax on land rates /all the more so as it 1is
commonly treated as the main instrument equalizing utteroncn
in conditions of production/. and the mccuity ot rntoriu
its economic functions.

The controversial tax on the so-called fund o:t protuuoml
activation ostxmud according to an average wage per one em-
ployee creates antutj.mu to: n&wtu employment volume, 'nna
hence it cannot portom poaitivc rcphtory tunct!ons m m-
field.

The next ractor ourtins its i.nnuoncc on the timl umn-
ciel result are various iom of 1ncrnllnc ﬂu tinaneial ac-
.cumulation, i and cspuully -ubudin. Horo tho nrst ynr dt
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the new system’s operation saw major changes, The ‘subsidizing
of production was largely restricted It seemed that it would be
further decreased in the next year, which would contribute to
fuller implementation of the principle of enterprises” self«
financing, but the practice proved to be different., Although
subsidies in total reverues are todnj smaller than before the
financial year 1981/1982, in the financial year 1982/1983 the
subsidies for production activity in the analyzed enterprises
grew two or three times in relation to the year ago. Their
share in revemues of enterprises rose as well,

The regulatory instruments such as: the principles of laun-
ching and Tinancing investment projects, the principles of fi=
nancing working capital, the system of funds deserve a vositive
estimation in the opinion of the enterprises’ management, They
contribute to enhanced resposibility of enterprises for their
decisions, they increase their autonomy, and allow for elastic
responding to current economic needs. !

On the other hand, analysis of functioning of the category
of profit as a microeconomic criterion of choice end simultae
hegusly a basis for evaluation of activity of the state agri.
cultural farm in the present economic conditions arouses defim
nite doubts and reservations.

First, in certain circumstances evaluation of financial
resulta scored by enterprises solely oh the basis of this orie
terion /without. s detailed analysis of the sources of profit/
may lead to false conclusions concerning the real effectiveness
of their economic activity., What we mean here is a possibility
of appearing factors being independent of enterprises /rise in
the state prices of purchasing agricul tural products, subsidies,
incomplete accountinf of inputs, etc./ reising their revenues
even when production measured in material terms 'drops at the
same times, This phenomenon was most -pronounced especially in
the first year of the reform, but it continyes to be actual
today as well, - | ‘ AR . , ,

Second, there may appear in practice /as it has been cone
firmed by our studies/ a contradiction between desire of enter-
prises /plants/ to maximize their profit, microrationality of
management of the factors of production and socially  desirable
structure of production. With the eéxisting price relations,



New Economic-Financial Systenm,.. . 109

a consistent orientation of enterprises at profit would imply
a necessity of withdrawing or substantially restricting produce
tion lines considered to be deficit or bringing poor profits
/many analyzed plants pointed here uinly at Ebrouuns of slaugh-
ter cattle end partly hogs/. At the same time, this production
area is most necessary for the society, while enterprises often
have appropriate capacities for conducting it.

For profit to be uséd as a criterion of choice by state
farms it is necessary to fulfil many conditions such as making
appropriate allowanes in the system’s solutions for obJjective
differentiation of production conditions, bringing about ap~
propriate relations between factors of production and prices of
agricultural produce, as well as obtaining appropriate rela-
tions of prices within the framework of this production. It is
also necessary to take into account a specific nature of agri-
cultural production with its strong dependence on atmospheric
conditions and the ensuing risk for production effects,

Ce Motivational system

There prevails an opinion that solutions in this sphere
constitute the weakest link in the new principles, while simulw
taneously it is recognized that deep changes are necessary here
The wage of an agricultural worker in the state farm is composed
of several elements: basic wage /or piecework . wage/, monthly
efficiency bonus /which may reach up to 20 per cent of 8 5.31c
wage/, and different fringe bonefita. as well as an cnnunl pre-
nium paid from the employves fund. To this there must be addnd
benefits in kind. ¥

"The present wage system is quite expanded and 1t is charac-
terized with a big restricting of the motivational function of
wages in favour of the socio~-welfare function. Ita main short-
comings, in our opinion, include: A
/1/ absence of mechanism ensuring corrolation between produce-

tion growth in material terms and wage dynamics - the late

ter is growing faster and, moreover, there are observed
quite often situations when respectice indices of ‘dynnlicl 
show opposite trends of changes. Of course, this dincrnpnney
between groyth of wages and growth of prodaction in tcm
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of value does not exist or it is much smaller but this is
mainly a result of the impact exerted by purchesing oprices
on the value of production and sales;

/2/ another adpect of this problem is very weak influence of
elements dependent on efficiency of work on total wages
/this relationship was undermined in the firs year during
which the new system was in operation/ ~ in the enalyzed
enterprises it ranged e.g. from 30 to 495 per cent;

/3/ relative predominance of anmnual premiums for material stie
milation purposes;

/b4/ excessive expansion of the wage system,

Propositions aiming at improvement of the motivational sys-
tem envisage the following solutions:
- enhancing the role of basic wage with simultaneous reduc~
tion of the number of obligatory benefits and premiumsj
- extension of application of the piece-rate /and sometimes
of commissioned/ wage system with restriction to the in-
dispensable minimum of the time-premium /hourly/ wege
© system;
- expansion of ontorpriua' autonomy and rights to conduct'
an active internal wage policy in particular plants,
Solutions adopted in the decree regulating wage principles
do not fully correspond to our postulates. Some doubts are
aroused by preservation of premium automatism, small range of
plece-rate tasks, too small scope of current stimulation of em=
ployees. The degree of such stimulation might be increased at
the cost of annual premiums, which do not provide a good moti-
vational instrument as they are paid out with considerable de-
lay in relation tg the time in which work was done,
Improvements in the motivational system in the analyzed en-
terprises /with the exception of one enterprise, in which no
changes were effected/ consisted in attempts at increasing dif-

‘ferentiation of wages, expanding the premium system, among

others, through introduction of individual premium indicators

‘and creation of the premium fund remaining at the disposal of

plants’ managers, and expansion of the scope of piece work.
Effectiveness of the modernized motivational system is un-

dermined by the principle of accounting profits at the level of

‘the enterprise nppi_hd in all the analyzed enterprises, which
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causes that ccqnonlcfotlccts obtained by a given plant exert
only sn indirect influence on wages of its employeess A nega-
tive influence on this system is exerted also by taétort, which
are independent of the enterprise e.g. situation in the local
labour market, rapid growth of prices, and generally bad market
situation, o

3+ Conclusions

Introduction of the new system started the process of ratio-
nalization of economic management and activity in state agrie
cultural farms., It found its expression in the deepening of the
economic calculus, improvement of their organization, equipping
the decisionemaking process with greater elasticity. However,
it failed to produce the expected improvement in effectiveness
of the economic management in this sector. Neither were all the
problems solved satisfactorily, Operstion of the motivational
system, tax system, profit measure, and certain aspects of orgae
nizational ties arocuse our reservations.

There appeared, moreover, hegative phenomena restricting
freedom of the economic calculus., An example here might Dbe in-
crease of subsidies in the last year of the veform,

1t is, however, in the social interest that positive trends
should be continued and mechanism of the reform in state agri-
cultural farms further improved.
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Nowy system ekonomiczno-finansowy w pafistwowych gospodarstwach
" yolnych - zalotenis - { efekty :

Autorzy mimo, 2e podejmujq analizq funkcjonowania parstwo=
wych przedsig¢biorstw rolnych, tje przedsigbiorstw dzialajacych
w daleko odmienne) sferze nii przedsig¢biorstwa przemysiowe, to
Jednak w istocie analizujq te same problemy, ktére sq pod)qte
w innych opracowaniach zamieszczonych w tym zbiorze a dotycza-
cych przedsig¢biorstwa. ZajmuJjq siq¢ Oni problematykq organiza-
cyjrych zmian w systemie pafistwowych przedsigbiorstw rolnych,.
instrumentami sterowania procesami gospodarczymi, systemem moty-
wacyjnym. Akcentujqc, 2e r. 1981 przyniést ostateczny dyskredy-
tacjq bezpoérednich mechanizméw i centralnej alokacji 1 jedno-
czeénie stworzyt - teoretycznie ~ przeslanki poprawy racjonale
nofci gospodarowania. Odwolujqc si¢ do wynikéw badafl empirycznych
wiasnych 1 innych oérodkéw naukowych oraz piémiennictws wykazu-
"3 Jednakowoz stabodci wielu rozwigzad, ktérych usunigcie wa-
runkuje post¢p w efektywnodci gospodarowania,



