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3. Public Consumption Funds 

Alongside the growth of the 
Social role of public , 
consumption funds working people s incomes through 

remuneration according to labour, 
a vital role in promoting the welfare of the people is 
played by the growth of the public consumption funds. 
These funds finance state expenditures on education, 
health protection, pensions, maintenance of children 
at children's institutions and, in future, the introduc­
tion of free communal services, and so forth. In social­
ist society public funds play an enormous role in satis­
fying the social and cultural requirements of the 
people. They are particularly important to families 
with many children. 

Free education, medical service, the absence of 
unemployment and many other advantages of socialism 
have long since become part and parcel of the life of So­
viet people. Such are the indefeasible gains of the Soviet 
people who have left the capitalist countries far behind 
in this respect. These benefits are paid for out of public 
consumption funds whose growth has been particularly 
fast in the post-war years. The grants and privileges paid 
out of these funds to the population have increased from 
4,600 million rubles in 1940 to 73,000 million in 1972. 
The growth of public consumption funds considerably 
promotes living standards in the country. 

Types of public 
consumption funds 

Remuneration according to labour 
will be the basic source of satisfy­
ing the people's requirements 

throughout the period of communist construction. At 
the same time there is a steady growth of public con­
sumption funds. But this does not undermine the mate­
rial interest of the working people in the results of their 
labour. On the contrary, it makes it possible to solve 
a number of important socio-economic problems in a 
communist way: 

first, the maintenance of the rising generation; Soviet 
is gradually and in increasing measure assum­

mg all expenditures connected with this task; 
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~econd, the rise of the educational level of the popu­
lation and the development of culture and science. 
This includes government outlays on the building of 
schools, universities, research institutes, theatres, cine­
mas, etc.; 

third, health protection; this is a vast sphere which 
includes medical services and the organisation of rest 
and treatment; 

fourth, improvement of living conditions through the 
solution of the housing problem, providing the popula­
tion with modern houses, communal services and so 
forth; 

fifth, society's concern for incapacitated members; 
this includes old-age and disability pensions. 

The growth of public consumption funds considerably 
mitigates the inequality as regards property which is 
inevitable in socialist society since in it remuneration 
according to work is an objective necessity. 

4. Ways of Raising the Living Standard 

I~~icators of the The standard of living cannot be 
lmng standard characterised by any single indi-

cator, but only by a set of indi­
cators showing the various aspects of people's working 
and living conditions. 

The main indicator of the living standard is the 
people's real incomes whose size depends on three 
factors: first, on the size of the money incomes, second, 
on the price of consumer goods and services, and third, 
on the size of the public consumption funds. The higher 
the real incomes the greater is the per capita consump­
tion. 

At the same time the standard of living is greatly 
contingent on working conditions both in industry and 
agriculture, such as the length of the wor~ing day and 
paid holidays, the level of mechanisation and th.e 
intensity of labour and how difficult and hari:nful it 
is, its safety and many other factors. In companng the 
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standard of life in countries with different social sys­
tems it is necessary to take into account the employment 
index of the working class which depends on the 
existence and scope of unemployment, and, for the 
rural population on whether there is agrarian over­
population and its scope. An important aspect of the 
living standard of the working people is the pattern 
of their expenses on the satisfaction of diverse require­
ments. 

Another factor determining the standard of living 
is housing, health protection, average life-span and the 
available cultural facilities. 
Rise in the living In socialist society the material 
standard is a law welfare of the people rises with 
of socialitm the expansion of social produc-
tion, the development of the productive forces, growth 
in labour productivity and heightening effectiveness 
of social production. This regularity is conditioned by 
the main aim of socialist production-the ever fuller 
satisfaction of the working people's growing require­
ments. 

The growth of the socialist economy is directly 
connected with a great lightening of labour. In Soviet 
industry technological progress has resulted in the 
disappearance of many professions involving heavy 
manual labour, and the rapid development of science 
and technology leads to a still further lightening of 
labour. The back-breaking labour of the individual 
farmer who tilled land with primitive implements is 
now a thing of the past. 

Since the establishment of Soviet power the aver­
age working week in industry has decreased from 
58.5 hours in 1913 to 40.7 hours in 1972. To­
day most workers and office employees work five 
days a week. The working day of a collective far~ 
mer is about 30 per cent shorter than that of the 
individual peasant. All field work on collective 
and state farms is done with the help of tractor­
drawn implements or self-propelled farm ma­
chinery. 
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The growth of the real incomes of the population 
increases popular consumption. The volume of retail 
trade turnover of state and co-operativct trading orga­
nisations, including public catering establishments, has 
grown 10.4 times in the period from 1940 to 1972. 

In pre-revolutionary Russia the housing conditions 
of the working people were deplorable to say the least. 
In the Soviet Union gigantic housing construction is 
in progress. Between 1918 and 1972 2,649.9 million 
square metres of living space were built in cities and 
urban areas. At the same time the share of rent in the 
family budget decreased substantially. In pre-revolu­
tionary Russia rents swallowed an average of 20 per 
cent of a working family's budget, and often as much 
as 30 per cent. Today the expenditure on rent and com­
munal services averages from four to five per cent of 
the working family's budget. 

A striking examp!e of the growing standard of liv­
ing in the Soviet Union is the fact that the average 
life-span has almost doubled as compared with pre-
revolutionary times. 

Higher remuneration of labour is decisive in raising 
the standard of living. It is the main stimulus for 
developing production and the principal source of the 
working people's higher incomes. Therefore the in­
crease in the remuneration of labour will remain the 
chief means of raising the living standard in the period 
of communist construction. Thus, from 1971 to 1975 
this increase will amount to 30 per cent. 

. . The growth of the material wel-
App~oxunabou of fare in socialist society which 
the 111come levels . d . d ' is a vancmg towar s commu-
nism, is attended by a gradual narrowing of the gap 
between the high and the comparatively low incomes. 

The development of society's productive forces and 
technological progress raise the cultural and technolog­
ical level of the working people. An ever greater num­
ber of unskilled workers and employees are acquiring 
skills. The rise in skills and the increase in labour 
productivity consistently narrow down the gap in 
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wage levels. As the ~e]fare of t~e population grows, 
the wages of people m the low mcome brackets rise 
and the gap between the incomes or workers and peas­
ants and also between working people living in differ­
ent parts of the country gradually diminishes. 

This fact should not be regarded in the light of 
egalitarian distribution. It is based on the approxima-
tion of the levels of qualification and labour productiv- ( 
ity. The approximation of income levels, therefore, 
does not contradict the principle of material interest S 
of the working people in their labour, but, on the con-
trary, makes it still more effective. 

The 24th CPSU Congress charted a further broad 
programme of socio-economic measures to improve the 
welfare of all sections of the population in the course 
of the ninth five-year period (1971-1975). The main 
task of the new five-year plan is to ensure a consider­
able rise of the people's material and cultural level 
on the basis of a high rate of development of socialist 
production. 
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Cha/1ter XV 

SOCIALIST REPRODUCTION. 
FROM SOCIALISM TO COMMUNISM 

1. Socialist Reproduction 

Distinguishing 
features of socialist 
reproduction 

Socialism, which is the most 
progressive social system, is 
characterised by extended repro­
duction. 

This type of reproduction embraces three intercon­
nected processes: 

first, the reproduction of socialist relations of pro­
duction, which steadily improve in the course of ex­
tended reproduction; 

second, the reproduction of the social product, whose 
scale increases from year to year; 

third, the reproduction of labour power in the course 
of which the working people improve their skills and 
heighten the productivity of their labour. 

Socialist economy develops at a pace which cannot 
be attained by capitalist economy. Socialism is free of 
crises of overproduction which are inherent in the 
nature of capitalism. It is these advantages that make 
the steady growth of production in all economic spheres 
a regular feature of socialist extended reproduction. 

Under socialism, the wealth, which multiplies as the 
productive forces develop, is public property. The 
systematic increase of the social wealth in socialist 
society is accompanied by a steady rise of the material 
and cultural level of the working people. Extended 
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socialist reproduction means a growth of public wealth, 
on the one hand, and, on the other, a rise in the material 
and cultural level of the people. 

Following the triumph of social­
ism, the development of the pro­
ductive forces in all spheres of 

Reproduction of 
socialist relations 

the economy takes place in conditions of the undivided 
rule of the socialist economic system. The reproduction 
of socialist relations leads to the systematic elimination 
of contradictions and the eradication of the vestiges of 
capitalism in the economy and the consciousness of the 
people. 

Socialist production relations are constantly improv­
ing in the course of extended reproduction. The new 
system of planning and economic stimulation of pro­
duction is a major stage in this respect. 

The material and spiritual prerequisites for the 
establishment of the highest phase of communism ma­
ture during the entire period of communist construc­
tion. Progress in all spheres of socialist production 
relations logically leads to the gradual elimination of 
the distinctions between town and country, between 
classes and social groups of socialist society. It pro­
motes and consolidates communist principles in the rela­
tions between workers, peasants and intellectuals and 
results in the rise of the classless communist society. 

The gross 
social product 

Under socialism the bulk of the 
gross social product is the prop­
erty of the whole people and 

some of it is the property of individual collectives of 
working people. All branches of the economy engaged 
in production, transportation and storage of material 
wealth take part in creating the gross social product. 
The high economic development rates under socialism 
are reflected in the rapid growth of the social product. 
In 1972 the gross social product of the USSR was 
47 times greater than in 1913 and amounted to 62 per 
cent of the gross social product of the USA. 

The annual social product of socialist society is iden­
tified in material (physical) and value form. As regards 
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its material form the social product is divided into two 
parts: the means of production designed to re-enter the 
production process, and the articles of consumption 
intended for the individual and joint satisfaction of 
the requirements of members of society. 

In their turn, the means of production are divided 
into two. One part consists of buildings, equipment, 
rolling stock, farming machinery and other fixed 
assets of the economy. The other part comprises the 
assets in turnover: raw materials and half-finished 
products, fuel and electric power. 

The growth of the fixed assets and assets in turnover 
extends the sphere of socialist labour, increases the 
wealth of society, lightens labour and raises its pro­
ductivity and the material and cultural level of the 
working masses. 

The means of production, or the productive fixed 
assets and assets in turnover, constitute the main part 
of socialist society's material wealth. The other part 
does not directly participate in production and consists 
of housing facilities, buildings and premises for social 
and cultural purposes: theatres, museums, clubs, 
schools, parks, etc., all of which are the non-productive 
assets of the economy. 

As regards value, the gross social product is the sum 
total of values produced by all sectors of the economy. 
This includes, first, the value of the already expended 
means of production, second, the newly created value 
resulting from the labour of workers, collective farm­
ers and the intelligentsia in all spheres of material 
production. The first of these two parts is used to 
replace (in value) the expended means of production, 
the second is placed at the disposal of society to satisfy 
all its requirements and makes up the national in­
come of socialist society, which will be subsequently 
discussed. 

Planned economy is called upon to adjust the separ­
ate parts of the economy in a ratio ensuring the 
correspondence of the structure of the social product 
(as regards its material form) with the social designa-
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tion of its components in the process of reproduction. 
This, a very important aspect of planned economy, 
ensures proportionality in the process of extended re­
production. 

The normal course of socialist reproduction depends 
on the timely and unimpeded realisation of the output 
of all branches of the economy. This shows the impor­
tance of the role which is played in socialist society by 
the market, that is, by the aggregate conditions for the 
realisation of commodities. The socialist market where 
socialist enterprises sell their commodities-the prod­
ucts of socialist production-is organised according 
to plan. A constant appraisal of the conditions on the 
market, of the changes taking place on it and in the 
consumer demand is one of the basic tasks of planned 
management of socialist economy. 

A definite amount of the means 
Replacement of the of production-machinery, raw 
means of production 

materials and fuel-is expended 
when the social product is made. The unobstructed and 
continuous renewal of production on an unchanged 
scale depends on the replacement of this amount of 
the means of production out of the annual social 
product. 

Let us assume that 125,000 metal-working lathes 
and 450 million tons of coal have been used up in a 
year. That means that the same number of lathes and 
the same amount of coal must be deducted from 
the annual product of society and returned to the 
fixed assets and assets in turnover in the economy 
to compensate for the expended means of produc­
tion. 

The compensation of the expended means of pro­
duction must also be ensured in value (money) form. 
Let us assume that 100,000 million rubles' worth of 
production was expended during the year. That means 
that society must be able to replace the means of 
production valued at the same sum. In socialist society 
the renewal of the material productive assets is ef­
fected in a planned and organised manner. 
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The ratio between the 
two departments of 
social production 

Extended socialist reproduction 
implies definite quantitative rela­
tions between economic branches, 
particularly between the pro­

duction of the means of production (Department I) and 
the production of consumer goods (Department II). 

We have learned above that capitalist extended 
reproduction demands that the sum of the essential 
and surplus product of Department I should be of a 
greater value than the fixed capital of Department II. 
This quantitative relation must also be established 
in sociaJist society, with the difference, however, 
that this time it is not a question of fixed capital but 
of the fixed productive assets and the assets in tur­
nover. 

In other words, the priority growth of the produc­
tion of the means of production over the production of 
consumer goods is a law of extended socialist repro­
duction. It does not mean, however, that the relation 
between the growth rates for the two groups remains 
unchanged at all stages of socialist and communist 
construction. 

At the initial stages of industrialisation in the Soviet 
Union, when it was necessary to establish a powerful 
basis for the heavy industry as quickly as possible, it 
was inevitable that there should have been a consider­
able difference in the rates of development of the two 
groups of industry. From 1929 to 1940 the output of 
the means of production increased at an average 
annual rate that was almost 70 per cent higher than 
that of the production of consumer goods. Once a 
powerful economic potential had been created and the 
productive forces attained a high level of development 
it became possible substantially to increase the growth 
of branches of social production catering to the direct 
needs of the population. Progress in the development 
of heavy industry makes it possible to channel consid­
erably more resources into the development of the 
consumer goods industry. The accelerated growth in 
the production of consumer goods is an essential con-
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dition for the further development of the entire econ­
omy, since it is this growth that actuates the material 
stimuli for boosting production. . 

Extended socialist reproduction 
rwroductioa of would have been inconceivable 
a our power without a constant numerical 

growth of the working people and a steady rise in their 
cultural and professional level. 

Under socialism the main source of replenishing the 
working class is the natural growth of population. Fur­
thermore, industry is absorbing the surplus labour power 
forming in agriculture as a result of the mechanisation 
of production. And, finally, the freeing of women from 
a greater part of the burden of domestic concerns 
makes it possible to draw them into the production 
process. In socialist society skilled personnel is trained 
according to plan in a large number of educational 
institutions and also through af terwork training. 

The rapid growth and improvement of production 
in the course of communist construction engenders con­
siderable changes in the occupational structure. The 
introduction of new labour-saving equipment is above 
all instrumental in abolishing auxiliary work. The 
reduction of the administrative and managerial appa­
ratus, further mechanisation of agriculture, creation 
of conditions enabling many women to spend less time 
on housekeeping make it possible to increase the num­
ber of people engaged in industry and other branches 
of the economy. At the same time the extensive devel­
opment of the health service, education and culture 
requires a rapid increase in the number of people 
engaged in these sectors. This increase is dictated by 
the need to enlarge the social consumption funds, pro­
mote education and expand the service industry. In 
socialist society the expansion of the non-productive 
sectors of the economy makes for the fuller satisfaction 
of the working people's requirements and improves 
their living and working conditions. 

The changes in the utilisation of society's labour 
resources impose serious tasks on the system of mass 
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education and retraining of workers, and on the plan­
ned redistribution of labour power. 

2. The National Income 

~rowth ?f the .na~onal The national income is the gross 
mcome in socialist social product minus the part that 
economy goes to replace the expended 
means of production. In other words the national 
income is the sum total of the added value created by 
society in the given year. Under socialism the national 
income is placed wholly at the disposal of society and 
its growth seem es the successes of the socialist econ­
omy and the rise in the living standard. 

Like the gross social product, the national income 
of socialist society is expressed in material (physical) 
and value {money) form. 

In its physical form the national income of socialist 
society consists, first, of the mass of consumer goods 
produced during the year and, second, of the mass of 
the added means of production, remaining after part 
of it has been used to replace those expended during 
the year, or, in other words, the means of production 
designated for the further expansion of production. 

In its value form the national income of socialist 
society is the aggregate of values produced by both the 
necessary labour and the surplus labour of the workers, 
collective farmers and the intelligentsia in the sphere 
of material production. These values are designated to 
satisfy the personal and public requirements of the 
members of society and cover state needs and the 
expansion of production. 

Two principal factors stimulate the growth of the 
national income, namely, the increase in the number of 
workers employed in different branches of material 
production, and the rise in labour productivity. 

The increase in the number of workers is rather limit­
ed. Moreover, a considerable part of the increment in 
the number of employed workers is absorbed by the 
non-productive sphere, primarily education and the 
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health service. Therefore, the rise in labour produc­
tivity is the principal source of the growth of the na­
tional income. 

Under socialism the rapid expansion of industry, 
agriculture and other branches of the economy ensures 
a national income growth rate that is unattainable 
under capitalism. The following figures characterise 
the growth in the absolute size of the national income 
in the USSR: if we take the national income in 1940 
at 100, then in 1945 it was 83, in 1950 it amounted 
to 164 and in 1965 to 597; in the eighth five-year 
period (1966-1970) the national income rose by 41 per 
cent. In the ninth five-year period it will rise by 
37-40 per cent, and 80 to 85 per cent of the total 
national income increment will be obtained through 
higher labour productivity. 

Socialist accumulation is essential 
Socialist accumulation for extended socialist reproduc-
tion. Accumulation means that a definite share of the 
national income is systematically channeled into the 
expansion of the productive assets of society, construc­
tion of new enterprises and expansion, modernisation 
and reconstruction of the existing ones. 

There is a radical difference between socialist and 
capitalist accumulation as regards their sources, the 
methods by which they are effected and their social 
consequences. 

First, the source of socialist accumu1 ation is the sur­
plus labour of the working people who are free of 
exploitation and who work for themselves and for 
their society, while accumulation of capital is carried 
out at the expense of the surplus labour squeezed by 
the capitalists out of the workers whom they are ex­
ploiting. 

Second, socialist accumulation is carried out in a 
planned way and is designed to multiply the social 
wealth and raise the living standard, while the accum­
ulation of capital takes place at random, in the 
course of competition with the aim of increasing the 
capitalist profits. 
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Third, socialist accumulation increases public prop­
erty, while accumulation of capital increases capital­
ist private property. 

Socialist accumulation is essential for raising 
the standard of living, while the accumulation of 
capital makes the life of the working people even 
more insecure. Socialist accumulation strengthens 
the socialist economic system, makes for crisis-free 
economic development and ensures the · right to 
work for all citizens, while the accumulation of 
capital exacerbates the antagonistic contradictions 
of capitalism and gives rise to unemployment and 
crises . 

First and foremost socialist accumulation ensures the 
rapid and steady growth of the country's productive 
assets. By 1971 the .fixed productive assets of the USSR 
had surpassed the 1940 figures by 8.1 times; in 
this peri.od the . fixed assets of industry had in­
creased by more than 11 times. 
Distribution of the The national income is the sum 
national income. total of the means-in physical 
Consumption and and monetary form-at the dis-
accumulation funds posal of society for the satisfac-
tion of its various requirements. 

The requirements of society can be divided into four 
basic groups. First, the remuneration of workers, col­
lective farmers, and the intelligentsia in keeping with 
the economic law of distribution according to labour. 
Second, the requirements of the population which are 
satisfied at the expense of social funds, including the 
development of education, science, culture, health 
protection, the improvement of living conditions of 
the working people, payment of old-age and disability 
pensions, government assistance to mothers of many 
children and to unmarried mothers, and so forth. 
Third, the expenditure on the maintenance of the 
central and local bodies of the state apparatus and 
on defence. Fourth, the expenditure on the no~-pro­
ductive funds of the economy and on the creation of 
reserve funds. 
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In accordance with these main requirements of 
socialist society the national income is divided into 
two basic funds: the accumulation and consumption 
funds. The first three groups of requirements are paid 
for out of the consumption fund, the fourth from the 
accumulation fund. For many years now the consump­
tion fund in the Soviet Union accounts for about 7 5 
per cent of the national income, the accumulation 
fund for 25 per cent. The rise in the effectiveness of so­
cial production increases socialist accumulation, on the 
one hand, and on the other, raises the living standard. 

The growth of the national income is essential for 
raising the standard of life in socialist society. Under 
socialism there is a direct connection between the 
growth of the national income and the improvement 
of the living standard: the higher the national income 
the better is the welfare of the people. 

The material basis for extended 
Extended, reproductio~ reproduction is created by capi-
and capital construchont l . t t fi . t} a mves men s nancmg ie 
construction programme of the economic plan. Year 
after year centralised capital investments in the USSR 
and other socialist countries finance a vast building 
programme: hundreds of factories, mines and power 
stations, new towns and townships, state and collective 
farms, irrigation systems and power transmission lines, 
millions of flats and residential houses, thousands of 
schools, kindergartens, nurseries and hospitals. 

Under the new system of economic management 
extended socialist reproduction takes place not only on 
the basis of centralised capital investments but also 
through the expansion, improvement and modernisa­
tion of production financed out of the production de­
velopment funds formed at enterprises from depre­
ciation deductions and profits. This enables the basic 
cells of the economy-the enterprises-to contribute 
substantially to the planned, balanced development of 
the socialist economy and to improve its structure by 
introducing more progressive and prospective pro­
duction methods. 
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The main indicator in evaluating the performance 
of building organisalions is the rapid commissioning 
of productive capacities paralleled by a high quality 
of construction. The key trend in the development of 
the building industry is its industrialisation, essential 
to accelerate the building process and lower its costs. 
A very important task is to speed up and improve 
the quality of construction and raise the effectiveness 
of capital investments. 

3. Circulation Processes 
in Socialist Economy 

Characteristic features 
of the circulating 
processes under 
socialism 

The circulating processes are an 
important aspect of socialist 
reproduction. They include: first, 
the circulation of goods, that is, 

the trade turnover and the material and technical 
supply of all branches of the economy; second, the 
entire sphere of finance and credit relations, and, 
third, the money circulation. 

In the socialist economic system circulation pro­
cesses are planned. They are based on public property 
and are not aimed at ensuring private capitalist pro­
fits, but at satisfying the requirements of the people 
and promoting uninterrupted socialist production and 
reproduction. 

The bulk of the means of production-a consider­
able portion of the social product-is covered by the 
material and technical supply system. The uninter­
rupted supply of equipment, raw materials, fuel, pow­
er and other means of production is crucial for the 
normal course of socialist reproduction. The new sys­
tem of economic management broadens the scope for 
improving material and technical supply. Direct links 
between supplier and consumer enterprises are being 
broadly developed, and measures are being taken 
decisively to improve the system of material and tech­
nical supply and prepare the transition to the planned 
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distribution of equipment, raw materials, semi­
manufactures through wholesale trade. 

In socialist economy not only 
production but also trade deve­
lops according to plan. The most 

Forms of trade 
and its tasks 

important part of the trade turnover, namely, the 
entire state and co-operative trade, is conducted on a 
planned basis. 

There are three basic forms of trade in the Soviet 
Union: state, co-operative and collective-farm 
trade. 

State and co-operative trade dominates the trade 
turnover in the USSR. These two forms of Soviet 
trade rely on socialist production in industry and agri­
culture. The whole marketable output of state enter­
prises and a considerable part of the foodstuffs pro­
duced on the collective farms arc sold through the 
state and co-operative trade system. These comprise 
the bulk of consumer goods. The retail prices of the 
goods handled by state and co-operative trading 
establishments are fixed in a planned way. 

Alongside state and co-operative trade, there is 
collective-farm trade. The existence of this type of 
trade stems from the nature of collective-farm and co­
operative property. On collective-farm markets goods 
are sold by the collective farms, which realise part of 
the output of their socialised economy, and by indi­
vidual collective farmers, who sell a portion of the 
products received from the farm and part of the 
products obtained from their subsidiary plots. The 
prices on the collective-farm markets are regulated by 
supply and demand. As state and co-operative trade 
improve, the prices of the collective-farm market 
drop under the influence of the planned prices of 
these two types of trade. 

Monopoly of 
foreign trade 

The state monopoly of foreign 
trade protects the domestic 
market of the socialist countries 

against attempts of economic aggression on the part 
of the capitalist countries. All commercial transactions 
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with foreign countries are the exclusive right of the 
socialist state and its bodies. 

The foreign trade of the Soviet Union, a most im­
portant form of economic relations between the 
USSR and other countries, is a state monopoly. From 
the very outset the monopoly of foreign trade thwarted 
all the attempts of world capitalism to contact capital­
ist clements in the country. It enabled the socialist 
economy to subordinate foreign trade to the interests 
of socialist construction. 

Foreign trade plays a major role in the economy of 
all socialist countries. It serves mainly as a means 
of developing and expanding trade between the coun­
tries of the world socialist system of economy, and at 
the same time is instrumental in promoting contacts 
between the socialist countries and the industrial 
capitalist and young developing countries. 

The socialist state must have 
Finance and cred~t • definite resources to satisfy its 
system under socaahsm • d It · · al various nee s. s pnnc1p 
source of revenue are the incomes of state-owned enter­
prises and economic organisations. 

The gross proceeds minus the production costs 
form the enterprise's net income (profit) whose size 
depends on the quantity and quality of the sold out­
put, the production costs and the ratio between the 
costs and the prices at which the output is sold. 

The money incomes of the enterprise provide it 
with essential monetary resources. A certain part of 
the monetary income of the enterprise goes to the 
general state fund of monetary resources for use by 
other enterprises and to cover other state expenditure. 
The money goes to satisfy the state's general needs, 
partly directly and partly through the general state 
fund of monetary resources. A definite part of the in­
comes of collective farms and co-operative enterprises 
is also channeled into the general state fund of mon­
etary resources. Moreover, the free money resources 
of collective farms and co-operative enterprises, orga­
nisations and the population at large may also be 
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placed at the disposal of the fund for a certain period 
and at a definite interest and be used to satisfy the 
general requirements of the state. 

Thus, the redistribution of the monetary resources 
mobilises part of the incomes, accumulations and 
savings of enterprises, institutions, organisations and 
the population, on the one hand, and, on the other, 
transfers the money thus collected to other enterprises, 
institutions and organisations. This redistribution 
is closely connected with the enforcement of finan­
cial control. All these operations are the functions 
of the financial system which includes the state bud­
get, the banks, state insurance bodies and savings 
banks. 

The state budget is the basic link in the socialist 
financial system. 

In a socialist country the state budget is closely tied 
up with the entire economy, for it concentrates the 
bulk of the counlry's financial means and allocates th~ 
necessary sums to satisfy almost all the requirements 
of the state. 

In socialist society credit draws the temporarily 
idle monetary resources into the economic turnover 
and satisfies the temporary need for cash. This deter­
mines the specifics of the credit methods of redistri­
buting money resources as compared with the financial 
and budgetary methods mainly connected with in­
comes and accumulations. 

Credit serves the economic turnover of enterprises 
in all phases of production and circulation of commod­
ities. The USSR State Bank is the main agency for 
short-term crediting and settlements in the economy, 
the cash and issuing centre of the country and also 
the agency for settlements of accounts with foreign 
countries. The money resources providing for the move­
ment of the assets in turnover and assets on hand 
are concentrated in the State Bank which is also the 
agency through which all the settlements are made of 
accounts between enterprises, institutions and organi­
sations. It also handles the accounts of the state bud-
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get with the national economy and payments into the 
budget. 

The financial and credit system plays an extremely 
important role in the socialist economy and its nor­
mal functioning is vital for the uninterrupted growth 
of socialist reproduction. 

The strict observance of the state financial discipline 
in keeping with which all enterprises have to fulfil 
their obligation to the state and discharge their con­
tractual obligations vis-a-vis other enterprises and or­
ganisations accurately and punctually and make their 
payments, deliver goods and pay for deliveries on 
time, is essential for the normal functioning of the 
financial and credit system. It is also of the utmost 
importance to prevent the immobilisation of financial 
means and material values and to speed up the circu­
lation of assets in turnover. 

All measures ensuring thrifty and efficient man­
agement strengthen socialist economy as a whole and 
its financial system in particular. 

4. From Socialism to Communism 

Two phases The founders of Marxism dis-
of communism closed the scientific difference be-

tween socialism and communism. 
They showed that these are two stages, two consecu­
tive phases, two steps in the economic maturity of 
communist society: socialism is the lower stage, com­
munism the higher. There is no wall separating so­
cialism from communism. In the course of its de­
velopment socialism logically grows into communism. 

Socialist society, as the first phase of communism, 
is characterised above all by the fact that the means 
of production are no longer privately owned but are 
common property, and secondly, by the fact that each 
worker is remunerated by society according to the 
quantity and quality of the labour he spends on social 
production. 



But people have different abilities, and so long as 
the socialist law of distribution according to labour is 
in operation, a certain inequality among the members 
of society is inevitable. 

There will be full social equality of all members of 
society when communism is built. High labour pro­
ductivity on the basis of rapid scientific and technolog­
ical progress will create an abundance of material 
and cultural benefits that will make it possible to apply 
the communist principle "From each according to his 
ability, to each according to his needs". 

The building of communist society is the ultimate 
objective of the revolutionary struggle of the working 
class, the supreme goal of the Marxist-Leninist Party. 

Having completed the building of socialism the 
Soviet Union entered a new stage of its historical de­
velopment-the stage of building the higher phase of 
communism. The building of communism has become 
the immediate practical task of the Soviet people. 

Communism is a classless social system with one 
form of public ownership of the means of production 
and full social equality of all members of society; 
under it, the all-round development of people will be 
accompanied by the growth of the productive forces 
through continuous scientific and technological pro­
gress; all the springs of co-operative wealth will flow 
more abundantly and there will be a transition from 
distribution according to labour to distribution accord­
ing to needs. Communism is a highly organised so­
ciety of free, socially conscious working people, a 
society in which public self-government will be estab­
lished, a society in which labour for the good of 
society will become the vital requirement of everyone, 
a necessity recognised by one and all, and the ability 
of each person will be employed to the greatest bene­
fit of all people. 

The development of socialism into communism is 
a process governed by objective laws. Communism can 
develop only when socialism has been firmly estab­
lished. The transition to communism is effected 
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through the steady growth, development and strength­
ening of the foundations of socialist society. The 
flourishing of the socialist system creates all the essen­
tial prerequisites for the gradual transition to the 
highest phase of communism. This transition takes 
place in the order and at the rate at which its pre­
conditions accumulate and develop. 

Communism can be built provided there are the 
following conditions: a high level of the productive 
forces of socialist society, a rise in the standard of 
living, improvement of the production relations and 
a growth in the consciousness and the ideological and 
political level of all members of society. These con­
ditions depend on the creation of the material and 
technical basis of communism, the formation of com­
munist social relations and the education of the new 
man. All these conditions are indissolubly interlinked. 

The material basis of commu­
Creation C?f the m.aterial nism grows out of the material 
and technical ham of · · f · · 
communism and tcchmcal basis o soc1ahsm 

through its rapid development, 
consolidation and all-round improvement. This, how­
ever, is not only a quantitative growth but also a leap 
in the course of the development of the social pro­
ductive forces, a transition to a new quality. 

The transition from socialism to communism is a 
continuous process, and, consequently, so is the build­
ing of the material and technical basis of communism. 

The Programme of the CPSU points out that the 
creation of the material and technical basis of com­
munism means complete electrification of the country 
and perfection on this basis of the techniques, technol­
ogies, and organisation of social production in all the 
fields of the national economy; comprehensive mecha­
nisation of production operations and a growing. de­
gree of their automation; widespread use of chemistry 
in the national economy; vigorous development. of 
new, economically effective branches of production, 
new types of power and new materials; all-round and 
rational utilisation of natural, material and labour 
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resources; organic fusion of science and production, 
and rapid scientific and technical progress; a high 
cultural and technical level for the working people; 
and substantial superiority over the more developed 
capitalist countries in productivity of labour, which 
constitutes the most important prerequisite for the 
victory of the communist system. . 

Taken together these main tasks characterise the 
scientifically elaborated plan for the comprehensive 
development of the productive forces of socialist 
society. 

The creation of the material and technical basis of 
communism is the main economic task of the Party 
and the Soviet people throughout the entire period of 
communist construction. The improvement of pro­
duction relations goes in step with the development of 
the productive forces of s·ocialism. 

In the Soviet Union the task of creating the mate­
rial and technical basis of communism is being ac­
complished at a time when mankind has entered the 
period of the greatest scientific and technological rev­
olution the world has ever witnessed. This revolution 
is the natural outcome of the whole preceding devel­
opment of science and technology. It is connected with 
the harnessing of nuclear energy, the conquest of outer 
space, the development of chemistry, the automation 
of production and other enormous achievements in 
science and technology. 

Only socialism is able to use the fruits of scientific 
and technological revolution in the interests of so­
ciety. This revolution opens up unlimited prospects for 
man's further mastery over the nature, and is a qual­
itatively new stage in the development of the pro­
ductive forces of society. 

In the process of communist 
The wa~ tto one construction the two forms of 
communu property socialist property gradually draw 
closer together and ultimately fuse into one commu­
nist property. The formation of one communist property 
is effected through the growth, strengthening and 
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improvement both of state property (that of the whole 
people) and of collective-farm and co-operative 
property. 

In socialist society the property of the whole people 
is the basis of the livelihood of the entire population, 
including the collective farmers. At the same time the 
development and strengthening of the collective-farm 
system promote and strengthen the features character­
istic of the property of the whole people. The fusion 
of collective-farm and co-operative property with the 
property of the whole people will not come about as a 
result of the liquidation of the former, but through the 
rise in the level of its socialisation produced with the 
assistance of the socialist state. 

The road to the rapprochement of the two forms 
of property is at the same time the road leading mil­
lions of peasants towards communism. The drawing 
together of the two forms of socialist property and the 
transformation of agricultural labour into a form of 
industrial labour will signify the disappearance of the 
distinctions between workers and peasants. This will 
put an end to the socio-economic and cultural distinc­
tions between town and country. The gradual approx­
imation of physical and mental labour will eradicate 
the distinctions between workers and collective farm­
ers on the one hand and the intelligentsia, on the 
other. 

The eradication of all distinctions between classes 
is a gradual and lengthy process which leads to an 
ever greater social homogeneity and will be completed 
with the building of full communist society. 

Defining the difference between 
Transfo.rmation of. the two phases of communist 
labour mto man's vital · L · · d' d b t requirement society, emn m icate t a so-

cialism presupposes social labour 
combined with strict accounting, control and super­
vision on the part of the organised vanguard, ~he 
advanced section of the working people, and fixing 
the measure of labour and its remuneration. Commu­
nism is a system in which people are used to carrying 
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out their social duties without a special apparatus of 
coercion, in which work, without remuneration, for 
the common good, becomes universal. 

The creation of the material and technical basis of 
communism radically changes the conditions of labour 
and becomes the material basis for the gradual devel­
opment of socialist labour into communist labour. The 
development of new equipment and technology will 
be used radically to improve and lighten labour con­
ditions, reduce the working day and improve ameni­
ties, eliminate arduous labour and subsequently do 
away with all unskilled labour. Rapid scientific and 
technological progress will promote the cultural and 
technical and the general educational level of the 
people. 

In the period of communist construction labour be­
comes the vital requirement of all. This transforma­
tion is the natural outcome of the radical changes 
taking place during the building of communism. It 
embraces both the material sphere and the spiritual 
life of society and is prepared by the whole course of 
the development of socialist production relations, the 
process of their transformation into communist 
production relations. Labour will no longer be a 
means of subsistence but will become a truly creative 
activity, a source of joy. 

. . Besides developing the produc-
Communist !ducation tive forces and improving the 
of the working people d . l . h b . d pro uct10n re at10ns, t e ml -
ing of communist society also includes the moulding 
of the new man-the builder of communism. The 
education of all working people in the spirit of ded­
ication to communism, instilling in them a commu­
nist attitude to labour and to the social economy, the 
final eradication of the survivals of bourgeois views 
and morals is one of the most important conditions 
ensuring the successful advance towards communism. 
Of particular significance is the communist education 
of the young people-the future builders of commu­
nist society. 
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The moulding of the new man is effected through 
the active participation of the people in communist 
construction and the development of communist prin­
ciples in all spheres of social activity, under the in­
fluence of the educational work carried on by the 
Party, the state, and various social organisations. All 
facilities for ideological work-the press and radio, 
the cinema and television-play an important part. A 
very significant role in shaping a communist world 
outlook is played by science and the arts. As an in­
tegral and harmonious system of philosophical, eco­
nomic and socio-political views, Marxism-Leninism 
forms the basis for the shaping of a scientific world 
outlook in all the working people of Soviet society. 
Enhancement of the role The period of communist con­
of the Communist Party struction, it is pointed out in the 
in the period of . Programme of the CPSU, is 
communut construction characterised by a further en-
hancement of the role and importance of the Com­
munist Party as the leading and guiding force of 
Soviet society. 

The enhancement of the role of the Communist 
Party derives from the widening scope and com­
plexity of the tasks of communist construction, the in­
creasing creative activity of millions of working peo­
ple in the administration of state affairs and of pro­
duction, the further development of socialist de­
mocracy, the growing role of the theory of scientific 
communism and the importance of ·communist educa­
tion of the working people. 

Unlike all the preceding socio-economic formations, 
communist society develops as a result of the conscious 
activity of the masses led by the Marxist-Le~ist 
Party. The Party guides the entire many-sided activ­
ity of the builders of communism giving it an orga­
nised, planned and scientifically based character. The 
Party performs this role, being the vanguard of the 
entire people, mighty in its unbreakable unity with t.he 
broadest sections of the working people, armed with 
the most advanced scientific theory of Marxism-

235 



Leninism and understanding the laws of social de­
velopment. 

As the CC CPSU Report to the 24th Congress justi­
fiably noted, the question of the guiding role of the 
Communist Party in the building of a new society has 
become a crucial issue of the struggle between Marx­
ists-Leninists and all sorts of revisionists. The prin­
cipled stand of the CPSU, its uncompromising strug­
gle for the purity of the Marxist-Leninist teaching is 
of international significance and, as the fraternal par­
ties underline, makes for the correct orientation of the 
Communists and millions of working people. 
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Chapter XVI 

·- THE WORLD SOCIALIST SYSTEM 
e OF ECONOMY 

I. Formation of the World 
Socialist System 

Rise and development of 
the world socialist 
system 

With the victory of socialism in 
the USSR there emerged along­
side the capitalist system, the 

socialist system of economy. With the victory of 
socialism in a large group of other countries after the 
Second World War socialism became a world system. 

The rise and consolidation of the world socialist 
system greatly altered the balance of forces between 
socialism and capitalism throughout the world. The 
transformation of socialism into a world system was 
a striking demonstration of capitalism's historical doom. 
It ushered in a new stage in the struggle between the 
two social systems, the struggle that has become the 
principal feature of the general crisis of capitalism. 
The main contradiction of our time, the contradiction 
between developing socialism and moribund capital­
ism, has entered a new, higher stage. The principal 
distinguishing feature of the present-day world is that 
the world socialist system is becoming the decisive 
factor in the development of human society. This is 
the result of the logical course of history at the cur-
rent stage of social development. . 

The world socialist system is a social, economic and 
political community of free, sovereign nations advanc-

237 



ing towards socialism and communism, united by 
their community of interests and aims and the close 
bonds of socialist internationalism. The socialist coun­
tries have an economic basis of the same type-public 
ownership of the means of production; a state system 
of the same type-the rule of the people led by the 
working class; a single ideology-Marxism-Leninism; 
common interests in defending their revolutionary 
gains and their national independence against impe­
rialist encroachments; and a single supreme goal­
communism. 

The world socialist system is the decisive force in 
the anti-imperialist struggle. It furnishes indispens­
able assistance to all forces fighting for liberation. As 
a result of far-reaching qualitative changes which 
have occurred in the socialist countries and in their 
relations, the world socialist system is becoming 
stronger and is enhancing its international role. 

The Soviet Union has entered the period of com­
munist construction. In most socialist countries multi­
sectoral economy has been abolished and the founda­
tion of socialism has been completed. The fraternal 
co-operation and mutual assistance between the social­
ist countries has attained all-round development. The 
growing might of the socialist system guarantees the 
inviolability of the political and socio-economic gains 
of its countries. 

Revolutionary transformations in socialist countries 
have radically altered society's class structure. The 
alliance of the working class and the peasantry has 

( jbecome stronger. Economic foundations for the exploi­
tation of man by man have been eliminated. 

? I Convincing proof of socialism's decisive superiority 
over capitalism is offered by the consistent rise in the 
standard of living in socialist countries. 

The world socialist system has amassed vast expe­
rience that is of the utmost significance for determin­
ing the ways of further development for mankind. 
Now it is the experience of a big group of countries 
and not only that of just one country that has proved 
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the inevitability of the revolutionary replacement 
of the capitalist system by the socialist system, 
and has shown the decisive advantages of social­
ism. 

"Socialism has shown mankind the prospect of de­
liverance from imperialism," stated the International 
Meeting of Communist and Workers' Parties held in 
1969. "The new social system based on public owner-

l
ship of the means of production and on the power of 
the working people is capable of ensuring the plan­
ned, crisis-free development of the economy in the 
interest of the people, guaranteeing the social and 
political rights of the working people, creating con­
ditions for genuine democracy, for real participation 
by the broad masses of people in the administra­
tion of society, for all-round development of the 
individual and for the equality and friendship 
of nations. It has been proved in fact that only 
socialism is capable of solving the fundamental 
problems facing mankind." 

The world socialist system 
emerged and develops in a totally 
different way from the world 
capitalist system. Capitalism be­
came a world system by drawing 

Fundamental distinctions 
between the world 
socialist and the world 
capitalist systems 

an increasing. number of countries in the whirlpool 
of the world capitalist market and spreading the re­
lations of capitalist exploitation throughout the world. 
The growth of the economic ties of the world capital­
ist system was promoted by the financial subjugation 
of some countries by others and the colonial enslave­
ment of hundreds of millions of people by a handful 
of imperialist powers. 

Socialism became a world system as a result of the 
liquidation of the relations of capitalist exploitation 
in a number of countries, the establishment of new 
relations between them, relations of friendly co-oper­
ation and fraternal mutual assistance. Socialism 
appeared on the world scene in the form of a consoli­
dated community of countries whose mutual relations 
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are based on the principles of proletarian Marxism­
Leninism, internationalism. 

Unlike capitalism, which divides people, socialism 
unites people by establishing close relations based on 
full equality, comradely co-operation and mutual as­
sistance. All socialist countries take part in develop­
ing and strengthening the world socialist system. The 
existence of the Soviet Union, its experience and its 
assistance considerably facilitate the building of so­
cialism in the other countries of the world socialist 
community. 

Embodied in the world socialist system are new, 
formerly unknown international political, economic 
and cultural relations. They were engendered by the 
very nature of the socialist relations of production and 
the economic laws of socialism. 

The world socialist system is not 
The unity. a~d cobesi?n the simple sum total of countries 
of the soc1ahst countries comprising it. It is a basically 
are an earnest of the • }'f f 
victories of socialism new phenomenon m the 1 e o 

mankind that has tremendously 
enhanced the might of socialism. As far back as 1920 
Lenin brilliantly predicted the need to take into ac­
count the "tendency towards the creation of a single 
world economy, regulated by the proletariat of all na­
tions as an integral whole and according to a common 
plan. This tendency has already revealed itself quite 
clearly under capitalism and is bound to be further 
developed and consummated under socialism". 

This tendency has been embodied in the world 
socialist system which is the forerunner of universal 
socialist economy. One of the most important factors 
of the strength and inviolability of the world socialist 
system is the process of the rapprochement of the fra­
ternal socialist countries which, however, is taking 
place not without certain difficulties. 

Blazing the trail to communism, the Soviet Union 
facilitates and accelerates the movement towards com­
munism for the entire socialist community. Commu­
nist construction in the USSR enhances the economic 
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might and defence potential of the world community 
of socialist states. It creates increasingly favourable 
conditions for deepening the economic and cultural 
co-operation between the USSR and other socialist 
countries, for furnishing assistance and support to 
these countries. Thus, communist construction in the 
USSR is fully in keeping with the vital interests of all 
socialist countries. 

The Communist Party of the Soviet Union and the 
fraternal Marxist-Leninist Parties of other socialist 
countries proceed from the need to cement the unity 
of the world socialist system. This unity is achieved 
in the struggle against the schemes of imperialism, 
against its efforts to breed discord between the social­
ist countries, against revisionist and reformist elements 
undermining the unity of the socialist states by coun­
terposing them against each other and reviving na­
tionalism which is being exploited by imperialist 
saboteurs. 

2. The Economic Co-operation 
and Mutual Assistance 
of the Socialist Countries 

Socialist international The development of the world 
division of labour socialist system evolves a new 
type of international division of labour. 

Socialist international division of labour develops 
in the course of the extensive economic, scientific and 
technological co-operation of the socialist countries. It 
takes into account the specific features of every country 
of the world socialist system, her natural wealth and 
the availability of qualified personnel. This division of 
labour is largely instrumental in speeding up the eco­
nomic and cultural upsurge in each socialist country 
and in the world socialist system as a whole. 

The international socialist division of labour raises 
the effectiveness of social production and gives added 
momentum to scientific and technological progress, 
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thus promoting high rates of growth of the economies 
and of the standard of life in all socialist countries. 

As the international socialist division of labour 
develops _it extends the limits of the conscious, ration­
al economic management that socialism substitutes 
for the anarchy of capitalist production. This multi­
plies the strength of each socialist country and of the 
entire world socialist community. The increasing uti­
lisation of the advantages of the international social­
ist division of labour on the basis of the Leninist prin­
ciples of proletarian internationalism and fraternal 
mutual assistance strengthens the world socialist system. 

As the world socialist system 
Devclop~eot of economic grows and strengthens the eco-
c:o-operatton between . . 
socialist countries nom1c co-operation between the 

countries comprising it develops 
and acquires more perfect forms. 

Initially their economic co-operation was based pri­
marily on bilateral foreign trade and scientific and 
technological exchange. As$istance in the form of cred­
its granted by some countries to others was also prac­
tised in increasing measure. 

As the world socialist system continued to grow 
other forms of economic co-operation appeared. Es­
tablished in 1949 the Council for Mutual Economic 
Assistance began to play an ever greater role in this 
respect. The Council draws up recommendations aimed 
at promoting economic, scientific and technological co­
operation between the fraternal countries, and pat­
terns new forms of co-operation in the spheres of 
industry, transport, trade, financial links and interna­
tional currency settlements. 

The economic co-operation and fraternal mutual 
assistance of the socialist countries contribute enor­
mously to the fulfilment of the economic development 
plans, scientific and technological progress and steady 
improvement of the living standard. Thanks to the 
comprehensive economic co-operation with the Soviet 
Union and between themselves, the European socialist 
countries in an historically brief span of time created 
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their own coal and metallurgical basis, and established 
numerous branches of the extractive industry, a pow­
er industry and some new branches of the engineer­
ing and chemical industries. The scale of production 
has increased in the socialist community and doz­
ens of new branches mass producing thousands of 
new types of manufactured goods have been estab­
Jished. 

The economic co-operation of the socialist countries 
is a powerful factor augmenting the strength of social­
ism in the economic competition with capitalism. The 
further upswing of the world socialist economy is 
being achieved by combining the measures to develop 
the economy of every socialist country with their joint 
efforts to strengthen and expand their economic co­
operation and mutual assistance. 

In view of the growth of the world socialist system 
it is necessary to achieve a still closer economic and 
political rapprochement of the fraternal countries. 
This task is being solved on the basis of their co-ordi­
nated national economic plans and the long-term 
programme of the further development of socialist 
integration adopted by the Council for Mutual Eco­
nomic Assistance in 1970. 

The main forms of the 
economic co-o~eratioo 
between socialist 
countries 

Mutual trade, specialisation and 
co-operation of production, scien­
tific and technological exchange 
and joint organisation of various 
types of production are among 

the most important forms of economic co-operation 
between socialist countries. 

Measures aimed at widening specialisation and co· 
operation of production occupy an important place in 
the economic co-operation between socialist countries. 
Socialist specialisation and co-operation of production 
are developing on the basis of the full observance of 
the interests of every participant. Specialisation and 
co-operation of production make for better utilisa­
tion of the natural wealth; they stimulate the economy 
of every country to a greater degree and make it pos-
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sible to expand at a faster rate those industries which 
have the most favourable conditions in every given 
country. This opens prospects for the most rational 
utilisation of the productive capacities and skilled per­
sonnel, heightens the technical level and the scale of 
production and organises assembly-line and large­
series production. 

Of vital importance for accelerating technological 
progress in the socialist countries is their scientific and 
technological co-operation. The co-ordination of their 
efforts in the field of theoretical and applied research 
and designing is becoming a serious factor ensuring the 
rational utilisation of the resources of the world social­
ist system. 

The existence of the world socialist system enables 
the socialist countries to find joint solutions to com­
plex tasks. 

A striking example o.f the economic co-operation 
between socialist countries is the construction of the 
giant Druzhba oil pipeline linking the Soviet Union, 
Poland, the German Democratic Republic, Czecho­
slovakia and Hungary. The piping of Volga oil to the 
banks of the Oder, Vistula and Danube costs only a 
fraction of railway costs. Each country using the 
pipeline has contributed her share to the construc­
tion of this giant project. 

The existence of the world so­
cialist system, the development 
of economic co-operation between 
the fraternal cobntries and the 
international division of labour 

Approximation of the 
levels of economic 
development of the 
socialist countries 

have created a real possibility of closing the gap in 
the economic and cultural levels between individual 
countries they had inherited from capitalism. 

Socialist inter-state relations rest on full equality of 
large and small countries. The mutual assistance and 
exchange of experience, notably the mutual exchange 
of scientific and technological achievements, and co­
operation in the development of natural resources en­
sure the approximation of the economic develop-
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ment levels of the countries of the world socialist 
system. 

Within the framework of the world socialist system 
the formerly backward countries have in a short span 
of time drawn considerably closer to the level of the 
advanced socialist countries thanks to the assistance of 
the latter. But the degree of the development of the 
productive forces in the socialist countries is still not 
the same. The rise and the approximation of the 
general economic level of the socialist countries is 
being achieved mainly through the full utilisation by 
each country of her domestic resources, the improve­
ment of the forms and methods of economic manage­
ment, consistent application of the Leninist principles 
and methods of socialist management and the effective 
use of the advantages of the world socialist system. 

3. Economic Competition 
of the Two World Systems 

The _principle of peaceful The transition from capitalism 
coexistence between ~he to socialism extends over a long 
two systems and their . d f l . D . h 
economic competition per10 o ustory. unng t at 

time socialist states exist side by 
side with the capitalist states. The simultaneous 
existence of two opposing social systems is an indis­
putable historical fact, an objective inevitability of the 
contemporary epoch and one that gives rise to the 
question: what should be the relations between countries 
with different social systems? 

Marxism-Leninism teaches that socialist countries 
should consistently adhere to the Leninist principle of 
peaceful coexistence between countries with different 
social systems. This principle takes into account that 
the people of any country independently choose 
their social system. Every country moves from capi­
talism to socialism only when the objective and 
subjective conditions for doing so have matured within 
her. 
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At the same time it is obvious that the principle of 
peaceful coexistence is inapplicable in the relations 
between the oppressors and the oppressed. There can 
be no peaceful coexistence in the class struggle be­
tween the bourgeoisie and the proletariat, and in the 
national liberation struggle in colonies and dependen­
cies, and in the struggle between socialist and bour­
geois ideologies. 

The principle of peaceful coexistence implies the 
possibility and the necessity to develop normal eco­
nomic relations between the countries in question. Con­
sequently, the socialist countries favour the develop­
ment of economic ties with the countries of the capital­
ist system on mutually advantageous lines, without 
discrimination and without restriction of the rights of 
either party. 

Coexistence implies peaceful economic competition be­
tween the two world systems. The competition between 
them embraces not only the economy but also other 
aspects of social life. But the economy is its main arena. 

The economic competition be­
tween socialism and capitalism 
has passed through two main 
stages. The first covered the 

Development of the 
economic competition 
between the two systems 

period when the Soviet Union was the only socialist 
country in the world and had to compete against the 
capitalist world on its own. The second stage com­
menced when socialism transcended the limits of a 
single country and became a world system, when the 
competition between socialism and capitalism develop­
ed into a competition between the two world systems. 

Having asserted itself in the USSR the socialist sys­
tem of economy proved its supremacy as early as the 
initial stage of the competition with capitalism. At the 
second stage this <..:ompetition acquired a number of 
important features owing to the vast expansion of its 
geographic and economic scale. The advantages and 
successes of socialism were thrown into bold relief. 
Now it is not only the economic victories of the Soviet 
Union, but also the progress in the economic construe-
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tion in all the countries of the socialist community and 
the new type of relations between them that demon­
strate the gigantic possibilities for the rapid burgeon­
ing of the productive forces inherent in the socialist 
economic system. 

In view of the competition and struggle between 
the two social systems it is extremely important to 
sustain the growth of the material forces of socialism. 
This is vital for the rapid achievement and consolida­
tion of the victory over imperialism in all fields of 
social life. 

The principal contribution of the world socialist 
system to the common struggle against imperialism is 
its increasing economic might. The rapid economic 
advance of the socialist countries which is faster than 
that in capitalist countries, socialism's emergence to 
leading positions in some fields of the scientific and 
technological progress, the trail blazed into outer space 
by the Soviet Union arc fruits of the creative activity 
of the people of the socialist countries which are 
decisive in tipping the scales in favour of the forces 
of peace, democracy and socialism to the detriment 
of the forces of imperialism. 

. . An ever increasing role in the 
Economic a_ssistance ~0 economic competition between 
the developing countries h d . . t e two worl social systems ts 
being played by the rapidly expanding economic co­
operation between the countries of the socialist system, 
on the one hand, and the young sovereign states which 
arose on the ruins of the colonial empires, on the other. 
The existence of the world socialist system and the 
weakening of imperialism makes it easier for the peo­
ples of these countries to overcome their age-old back­
wardness and poverty and win economic independence. 

Of great importance to the young sovereign countries 
is the fact that socialism has taken the lead in eco­
nomic development rates and has outstripped capitalism 
in a number of key sectors of scientific and technolog­
ical progress. Thanks to this the former monopoly of 
the highly advanced capitalist countries in supplying 
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the means of production and also in the spheres of 
technical assistance, loans, credits and so forth has 
become a thing of the past. 

The young sovereign states which have won political 
independence through a long and bitter struggle, are 
receiving increasing economic assistance and all-sided 
support from the socialist states. This assistance is 
vital in solving the urgent problems arising before 
these countries as they go about overcoming the grim 
heritage of the colonial system. 

The countries of the world socialist system supply 
the young sovereign countries with the necessary equip­
ment and other items, grant them credits with which 
to purchase equipment and pay for the technical assis­
tance on easy terms. Assistance to these countries com­
ing from the Soviet Union and other socialist states 
has neither political nor military strings attached to it. 

For the young sovereign countries the friendly 
relations with the Soviet Union and other socialist 
states are a decisive factor in strengthening their free­
dom and independence and in the development along 
the road of social progress. As distinct from the impe­
rialist powers, which are again endeavouring to subju­
gate the peoples, the countries of the world socialist 
system earnestly support the process of liberation of 
peoples from colonial slavery regarding it as one of 
the prime prerequisites for the downfall of the world 
of capitalist exploitation. 
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