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CONSTRUCTION.PLANNING AND ECONOMICS

MINISTER ON AUTOMATED MANAGEMENT SYSTEMS IN ASSEMBLY WORK
Moscow NA STROYKAKH ROSSII in Russian No II, Nov 33 pp 2-7

[Interview with K. Lipodat, deputy minister, USSR Ministry of Installation and
Special Construction Work, conducted by special correspondent Ye. Braynin:
"Improving the Management of Installation and Special Work: Experience and
Problems"]

[Text] The decisions of the 26th Party Congress attribute
an important place in the acceleration of scientific-:
technical progress at the current stage of development

of the economic system to problems of improving plamning
and management of building production. The continuous
increase in volume and acceleration of the pace of
construction, the increased complexity of the facilities
being introduced, the increased intensity of specializa-
tion and cooperation of installation organizations and
industrial enterprises of the USSR Minmontazhspetsstroy
[Ministry -of Installation and Special Construction Work],
and the development and increased complexity of ties
between all participants in the building process—all this
has led to a sharp increase in the volume of processed
information necessary for effective management. THe wide-
spread application of economic-mathematical methods,
electronic computers, modern means of communication and
organizational technology and the creation of automated
management systems on their basis all play an important
role in solving this complex problem. At the USSR Min-
montazhspetsstroy its solution has been greatly facilita-
ted by the development, introduction and industrial ’
operation of problem complexes for automated information
systems, as well as subsystems which are part of ASU-
Montazh [Automated Management Systems-Installatiom].

This [system] includes the management of steel building
structure production, the management of the process of
manufacturing and installing light metallic structures,
the management of material-technical supply, the manage-
ment of its own capital construction, cost accounting

and analysis of economic activity, planning, personnel
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accounting and analysis, etc. Within the framework of

the ASH, base trusts and industrial trusts and enterprises
are working out and putting into operation problems of
engineering preparation for production, technical-
economic planning, accounting and analysis of economic
activity, etc. The interview presented below, which was
conducted by our special correspondent Ye. .Braynin with
Deputy Minister K. Lipodat, as well as selected articles,
tell of this experience acquired at the USSR Minmontazh~-
spetsstroy in increasing the effectiveness of management
of installation and special construction work based on
improvement of the economic mechanism and the introduction
of ASU-Montazh and SAPR [Automated Planning System].

[Question] Konstantin Kondrat'yevich, at the current stage the effectiveness

of construction-installation production is predetermined to a significant degree
by the quality of the management systems. In the 70's, many people associated
the increase in effectiveness and quality of construction management with the
application of economic-mathematical methods and computers for making various
computations, as well as with the rational organization of information gathering,
storage and processing. However, the achievements of scientific-technical
progress in this field have at the same time also given rise to certain over-
statement of the real capabilities of computer technology. Thus, even though

a large number of informational problems in construction were solved with the
aid of computers, which primarily automated functions of control, accounting,
‘reporting, and individual problems in planning and management, many users as
well as [systems] developers agree that their actual effectiveness as compared
with expenditures for ASU is lower than anticipated. How do you evaluate the
results of the work implemented by your ministry in this important direction?

[Answer] Special attention has been given recently at the USSR Minmontazhspets-
stroy to questions of the effectiveness of introduction of - tasks and sub-
systems and to the cost effectiveness of expenditures directed toward the
creation of ASU. This is understandable. After all, the overall expenditures
for the development of automated management systems and automated planning
systems and their experimental and experimental-industrial operation in ministry
organizations comprised, for example, 58 million rubles in the last decade.

Most of these expenditures went toward the acquisition of computers, and the
rest-—towards task development and application. On the whole for the period
1971-1980, .33 ASU were developed and introduced at the USSR Minmontazhspets-—
stroy. This includes a sectorial ASU for the central apparatus, 4 ASU by
republic ministries, and 27 ASU by trusts and enterprises. At the very first
stage, we really were engaged primarily in building up individual tasks for
automation of control and accounting functions. However, already by the 10th
Five-Year Period we went from the.development of local tasks to interrelated
complexes and subsystems. In connection with this, the portion of plan and
analytical tasks increased.

[Question] Thus, the USSR Minmontazhspetsstroy has essentially chosen the

evolutionary path of development and improvement of the existing systems, gradual-
ly going from mechanization and automation of control and accounting functions
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to optimizational management. Specifically, what subsvstems of the sectorial
ASU are currentlv functioning within your ministry, what problems do they solve
and what practical .effect does this yield?

[Answer] The 1st and 2nd orders of the sectorial ASU function at the level of
the ministry's central apparatus. Over 200 problems are solved within their
make-up. These problems encompass the functions of the main subdivisions--
GlavPEU [Economic Planning Main Administration], GPRU [Production Management

' Main Administration], Glavsnab [Supply Main Administration], GUKS![Capital
Construction Main Administration], the bookkeeping and accounting administra-
tion, the personnel and educational institutions main administration, and
others. (By the way, there are analogous tasks forithe ASU of the UkSSR,
KazSSR, BSSR and UzSSR minmontazhspetsstroys). Of these, we must isolate first
of all the subsystem for management of steel building structures production.

It encompasses nine glavks [main administrations], an all-union association,
four republic ministries, three republic administrations, and over 200 enter-
prises, shops and trusts supplying metallic building structures. The applica-
tion of computer technology has made it possible for us to more effectively
implement management of the course of their manufacture and delivery to the
installation sites of all facilities under construction, to control the delivery
of metal rolled stock to manufacturing enterprises and its movement at ware-
houses, and to monitor the fulfillment of the plan schedule for installation

of metallic and reinforced concrete structures.

Our main computer information center presents such analytical information to

the most varied management levels, differentially and in the most varied seg-
ments, in overall or detailized form, and with consideration of its direction-
ality to the consumer. This allows the users of the issued information to
make more efficient and better substantiated decisionms. Today the users have
acquired the capacity for dialogue exchange of information under conditionms of
data teleprocessing. In the future, this must becoime the basic form of informa-
tion processing.

Within the framework of another analogous subsystem--the management of the
process ‘of manufacture and installation of light metallic structures--problems
of accounting, control and analysis of organizational activity are being solved,
as well as those of planning the needs of metal rolled stock and other material
resources for manufacturing structures. '

As a result of solving problems within the subsystem of accounting and analysis
of economic activity, a balance is formulated in the main administrations, as
well as in the ministry as a whole. Accounting has improved in quality, and
bookkeeping and reporting operationms have become less labor consumptive. The
functioning of the subsystem for management of material-technical supply has
made it possible to go to .a more effective application of resources.

Based on solving problems in technical-economic planning with the aid of com-
puters, accounting is performed or the fulfillment of the plan for contract work
and production of industrial products and of the labor plan. Analytical tables
are computed for the most important indicators of basic economic activity.
Computers are used in formulating the annual plan in the subsystem of [the
ministry's] own capital comstruction management,)beginning with preparation of
a plan project and ending with the stage of its correction.



On the whole, the solution of problems in OASU [Sectorial Automated Management
Systems] facilitates an increase in the level of the sector's technical-
economic work indicators, the adherance to directive times for operational
introduction of facilities, an increase in the quality of planning contract
work and material-technical provision, a more rational application of material
resources, a reduction in above-norm reserves, etc. Moreover, I would also add
to these outcomes of [ASU] introduction the important fact that, thanks to

the operational introduction of our sectorial system, many workers within the
ministry's management apparatus have been freed to a significant degree from
the routine work associated with research and preparation of reports, summaries
and information on the course of production, its level of provision with
material resources, etc.

[Question] In summarizing the 10-year work by the USSR Minmontazhspetsstroy

on the introduction of computer technology, you have spoken, Konstantin Kon-
drat'yevich, primarily of the effect of solving informational problems for

the central apparatus of the ministry. How are mattars at the level of the
construction-installation and industrial trusts and enterprises? What tasks or
complexes of tasks have found widespread application there?

[Answer] As I bhave already said, around 30 ASU have been created for that
‘level. Our conception of the development and introduction of ASU by trusts
and enterprises is based on planning svstems for base organizations. This has
made it possible to ensure typization of project work according to the basic
directions of activity of the USSR Minmontazhspetsstroy trusts and enterprises
and to reduce the cost of developed systems due to repeated application. Today
it is specifically in this direction of utilizing computers and economic-
mathematical methods that we have achieved the greatest coverage in automating
management functions. ‘ - :

Within the make-up of the ASU, the trust works out for the base organizations
the problems and complexes of problems for subsystems in engineering prepara-
tion for production, technical-economic plamnning, operative management of
contractor activity, and accounting and analysis of economic activity. Thus,
at the Glavmontazhavtomatika [Installation of Means of Automation Main Admini-
stration]-Sevzapmontazhavtomatika [Installation of Means of Automation for
Northern and Western Regions] base trust, an automated system of preparation
for production (ASPP) has been created and is currently in industrial operation,
encompassing practically all the major projects. Machine documents of the
work production project are widely used in all the installation administrations
of the trust. At the present time, preliminary measures are being implemented
for the introduction of ASPP at other trusts within Glavmontazhavtomatika.

‘The effectiveness of this direction in computer application is evident. and
means that it has become possible to encompass practically all facilities for
installation and adjustment with PPR [work production projects] without in-
creasing the number of production preparation groups. The quality of installa-
tion projects is significantly improving, defects in installation production -
are declining, and materials and installation products are being saved.
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Moreover, Sevzapmontazhavtomatika, with the aid of the ES-1022 computer, is
implementing the distribution of basic annual plan technical-economic indica-
tors by trust subsections, as well as the quarterly breakdown of the annual
plan for each administration., The solution.of problems makes it possible to
obtain multi-variant decisions which provide the management apparatus with

the necessary materials for analysis and selection of the plan variant closest
to the optimal using these indicators.

Other organizations within the ministry are also engaged in the process of
automating the preparation of PPR. For example, the GPI [State Planning In-
stitute] Proyektpromventilyatsiya has developed and is introducing a complex
of programs on the formulation of PPR at the Promventilyatsiya Trust. The
following machine documents are being compiled on the basis of a technological
model of work: an optimized plan-schedule, calculation of labor expenditures,
an intake-limit chart, an estimate, and a requisition for the delivery of
ventilation products and equipment.

The formulation of a calendar plan of work with the aid of the computer has

made it possible to more effectively conduct preparation for production and

the issuance of monthly assignments to work brigades in accordance with the
readiness of. the work front and the most rational installation techmology. As
a result, the time of organizational breaks in the installer work brigades has
been reduced, their labor has become more productive, and it has become possible
to predict work for several months ahead (as was the case, for example, in the
construction of the Olympic television and radio complex).

The subsystem of accounting and analysis of economic activity developed by the
Kishinev KVTs [Coordination-Computer Center] of the Soyuzorgsantekhmontazh
Trust has passed broad practical verification in the Glavsantekhmontazh
[Production of Sanitary Engineering Work Main Administration] trusts and has
been recommended by the ASU section of the USSR Minmontazhspetsstroy Scientific-
Technical Soviet for introduction at all trusts within the ministry. The
solution of problems by this subsystem has made it possible to replace the
currently operating log-order form of accounting, based on the application of
manual labor, with the more progressive tabular-automated form. With its
help, accounts are kept on the fixed capital, production reserves, labor and
wages, movement of monetary funds, expenditures for production, accounting and
realization of financial results, accounting of funds, reserves and deductions,
formulation of data on monthly and periodic reporting, analysis of production-
economic activity, and accounting and financing of capital investments.

On the basis of the ASU, the base trusts within the ministry also plan individual
tasks which yield an effect immediately after their introduction. Thus, the
experience of using computers in 36 trusts for the compilation and computation
of labor expenditure and wage calculations demonstrated the possibility of
reducing the total expenditures to 1/3-1/4. as much with their implementation
yielded 25,000 rubles in economic effect at one trust. The ministry's section
on the economics of the scientific-technical soviet examined the experience of
introducing this problem complex, implemented by the Labor and Wage Administra-
tion and the Central Standard-Research Bureau of the USSR Minmontazhspetsstroy,
and recommended its broader introductiom.



Along with the development of ASU for construction-installation trusts, base

ASU are being created by industrial trusts. For example, ASUs are in in-
dustrial operation at the Elektromontgazhkonstruktsiya and Santekhdetal' Trusts.
They solve many tens of problems, particularly those of computing equipment load
and need for work force, as well as. annual need for material resources, analysis
of plan fulfillment by the trust's plants, compilation of reports on the short-
age of product sets, intra-trust cooperation and materials, summary reports,
etc. Moreover, problems in optimal planning of production are being intro-
duced (by plant per month), computer calculations of annual production capacity
of enterprises, etc. The application of these ASUs makes it possible to
perform a timely evaluation of equipment processing capacity, to determine its
shortage and to take measures for eliminating the "narrow" points, as well as

to ensure plan fulfillment on the whole. :

The solution of problems in material-technical supply has allowed supply workers
to be engaged in their main and direct responsibility of realizing capital

and -operative provision, and not to be distracted, as before, by a report writing
campaign for a month., Today this is done by computer with great speed, issuing
around 3,000 sheets of such computations. As a result, the level of material-
technical supply has increased, above-norm reserves of materials have been
reduced, and their application has improved.

Insignificant volumes of work are still being performed at enterprises in the
field of ASU introduction. These are primarily concentrated on the creation of
base ASUP [Automated Enterprise Management System] at the Belgorodskiy Metallic
Structures Plant and the Voromezh Aluminum Structures Plant.

[Question] The experience of the development and industrial application of

- problems and subsystems of ASU-Montazh which you have related testifies to their
effectiveness. The question naturally arises: are you gatisfied with every-
thing in the work on introduction of computer technology? What problems are
currently facing the ministry in connection with the further development of
work on ASU? '

[Answer] On the one hand, it seems that much has been done, a definite founda-
tion has been laid for the broad application of computers and economic-mathema-
tical methods in the ministry's organizations, a technical base for ASU has
been created, collectives of specialists have been formed on the development,
introduction ‘and industrial application of problems and subsystems, the
mastery of small computers has begun... At the present time, tens of different
types of computers are operating within the organizations of the USSR Min-
montazhspetsstroy. Half of these .are ES [Unified. :System] computers. On the
whole throughout the ministry for the period 1981-1982 their application has
improved. Their useful operating time has increased and computer idle time

has declined. The average daily general purpose computer load has increased.
In 1982 it comprised 10 hours, with consideration for the introduction of new
computers. .

At the same time, the organization of work on the creation of ASU -and the in-

troduction of computer technology at the ministry has a number of shortcomings.
First of all, many main administrations, administrations, and our republic
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ministries are devoting insufficient attention to the resolution of these
questions. This has a negative effect on the effectiveness of computer
technology application and its work load in individual organizations of
Glavsantekhmontazh, Glavpromventilyatsiya [Installation of Industrial Ventila-
tion, Air Conditioning and Pneumatic Carriers Main Administration], and others.
Moreover, the developing institutes have not yet achieved significant cost
reduction in the systems and in their planning times.

An analysis of the experience which we have accumulated has allowed us to
determine the subsequent directions for increasing the quality of the created
systems and for reducing their project cost. Thus, the experience in the
development of standard project decisions in the all-systems and functional
part of ASU by the base trusts and enterprises has shown that under the
conditions of our ministry (when there are trusts and enterprises unified into
groups of different specializations) such an approach is the most rational.
We intend to intensify it not only on the part of the functional building of
individual base ASUs, but also in terms of reworking at the level of standard
éolutions to questions of information processing technology for individual
classes of problems, program, informational and technical systems provision.

The comprehensive target program of work on solving the scientific-technical
problem 0.15 ("To Develop and Introduce ASU and SAPR in the Bystem of USSR Min-
montazhspetsstroy for the Period 1981-1985 and to 1990") provides not only for
a significant increase in the influence of economic-mathematical methods, means
of computer technology and commumications toward the qualitative implementation
of such processes as the gathering, transfer, processing and retrieval of in -
formation, but also the more rational adoption of plan and management decisions
due to greater availability of information by the management apparatus, At all
levels of ASU-Montazh there is provision for a significant increase in com-
plexity and greater coordination of the information being processed within a
single level as well as between levels.

The first experience in dialogue information exchange under conditions of tele-
processing in the presence of corresponding technical means, as well as language
means of man's means of contact with the machine has allowed designers at all
levels of ASU-Montazh to set the goal of creating greater capacities for work
with computers for workers within the management apparatus in an interactive
regime and in solving problems not only of accounting and control, but also
‘those dealing with planning and analysis.

The realization of this comprehensive target program will ensure the further
development and improvement of all functioning ASUs and the planning and creation
of new ones. TFor example, an ASU will be developed and introduced for the all-
union association: "Soyuzspetslegkonstruktsiya". :

[Question] Konstantin Kondrat'yevich, in the comprehensive program, as you
have indicated, we are speaking of creating not only an ASU, but also a SAPR.
What direction will the development of automated planning systems take in your
ministry? . . .

-



[Answer] Work on the creation of automated planning systems has undergome
considerable development in the USSR Minmontazhspetsstroy even in the 10th
Five-Year Period. In particular, a SAPR for electrical power supply and
electrical equipment in industrial buildings is being developed. Its intro-
duction will reduce the planning time by 15-20 percent and will yield a 3-5
percent savings in materials and equipment. Work is being performed at the
Giproneftemontazh Institute on the creation of an’antomated system for the
development of detailed pipeline drawings (ASKTD), which will provide a
2.5-time increase in the labor productivity of designers and 2/3 of the
cost of project planning work.

At the present time, SAPR are being created in practically all the scientific-
research, project-technological and design institutes of the ministry and are

one of the most promising directions in the application of electronic computer
technology.

Moreover, improvement of the system of engineering preparation for production
opens new possibilities for increasing effectiveness in the sphere of project
design work and installation of facilities which were impossible before--in
particular, the possibility of informational juncture of automated planning
systems with ASU by the trusts. The first experience in such juncture of
project planning and installation tasks, implemented by the GPI Proyektprom—
ventilyatsiya, promises great prospects in the work of increasing the in-
dustrialization ofthe subsystem of preparation for production, improving its
quality, and increasing the coverage of PPR to facilities under &omstruction.
This is because at the planning stage, along with the output of computer
estimates, there is the possibility of compiling specifications, reports on
material needs, set compilation information and other initial data for for-
mulating organizational~technological models for installation of facilities.
A1l this will make it possible to bring the development of PPR to a higher
qualitative level. - . :

In accordance with the resolution by the CPSU Central Committee and the USSR
Soviet of Ministers, "On Measures for the Further Improvement of Project-"
Estimate Work" and the directives of the USSR Gosstroy Glavstroynauka [USSR
State Committee for Construction Affairs, Scientific Research Work and Intro-
duction of New Technology Main Administration], the target subprogram which
is part of the comprehensive program provides for the significant development
of work on SAPR in project plgnning organizations of the ministry. In par-
ticular, the creation of 12 systems of automated planning in our ministry

[is planned]. This will include conclusion of planning of the 2nd phase of
SAPR-PEU, which will make it possible to significantly increase the volume of
project planning documentation turned out by computer, to more fully automate
the technological planning process, and will ensure achievement of informa-
tional compatibility of the SAPR-PEU with the ASU of trusts. The degree of
automation for project planning work will reach 15-20 percent of the overall
volume.

The comprehensive program provides for a significant in¢rease in the capacity
of existing computer centers, as well as the creation of new ones. In the
years 1981-1985 the operational introduction of general purpose..computer
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complexes with capacity of 3,710,000 operations per second is planned. This
presents the problem of not only creating primarily interconnected informational
computer centers, but of uniting all the informational cdmputer centers into a
single network. At the present time, the formulation of technical, organiza-
tional and legal questions regarding the creation of an informational computer
center network has already begun. We believe such a formulation of the question
is promising for our ministry.

Along with general purpose computers, the application of mini-computers will
also expand significantly, particularly in terms of realization of the sub-
program on SAPR, as well as in connection with the removal of keypunch machines
from production.

[Question] What are the prospects for the further development of the ASU-
Montazh system and what problems face your ministry in this connection?

[Answer] For the first time in our ministry, all the work associated with
improving construction management based on economic-mathematical methods and
computers has. béen:isolated into a single problem.

The resolution of the CPSU Central Committee and the USSR Soviet of Ministers,
"On Improving Planning and Intensifying the Effect of the Economic Mechanism

on Increasing Production Effectiveness and Work Quality", gives an important
place to tasks of ASU development for the near future. With comsideration for
the realization of these requirements and experience in creating the ASU, the
ministry plans to begin the transition in the current five-year period from

an ASU which realizes individual functions and management tasks to integrated
systems which ensure complex processing of information for all types of activity
of the organization or enterprise, with subsequent tie-in of the ASU for various
levels of management. Moreover, the relative share of plan and analytical
computations will increase within ASU-Montazh, teleprocessing will be more
broadly mastered, as well as request-response and dialogue operations with the
application of video terminal devices. In the future, the most effective
perfected tasks based on standard ASU will be widely implemented for base trusts
and enterprises. . ;

In accordance with the comprehensive program, the further development of ASU-
Montazh will be aimed primarily at solving the most important problems of long-
range and current planning, improving plan quality based on the scientifically
substantiated coordination of plans for capital investments with financial,
labor and material-technical resources and with the capacities of construction-
installation organizations, and ensuring compatibility of plan task complexes
at all levels of planning within the ministry. A broad spectrum of scientific-
research work is arising dealing with improvement of the balance method of
planning, inecreasing the complexity. of plan computations, solving plan standardi-
zation problems with the application of economic-mathematical optimization
models, prediction and multi-factor analysis, and ensuring information exchange
on machine storage devices with the ASPR of the USSR Gosplan, :

Along with the work on improving planning, work on expanding the capacities of
the operative management subsystem at the highest level--the GPRU and all the



production main administrations--will also undergo new qualitative development.
This will provide a real help to the ministry's management in analyzing the
course of construction on the most important sites in the national economic
plan and the timely adoption of measures for eliminating delays in the course
of construction-installation work., Considerable attention will be devoted at
ASU-Montazh to improving the normative base for planning and management of in-
stallation production on the basis of creating an automated system of standards.

The ASUs of republic ministries (UkSSR, BSSR, UzSSR, KazSSR) will undergo

further development on the basis of a uwnified technological work project with
standard project design decisions. In accordance with the coordinating plan,

the development of individual subsystems is distributed between all the developers
of OASU of the union republics. This is facilitated by the fact that at the
present time there are already sufficiently mature designer collectives in the
republics. To make allowances for the individual peculiarities of each republic,
the adaptation of unified project decisions will be implemented in the other
republics. This approach will make it possible to reduce expenditures for
planning by eliminating duplication of effort. '

In conclusion I would like to pause on a number of questions whose solution

will determine the further development of ASU not only at the USSR Minmontazh-
'spetsstroy, but also at other comstruction ministries and departments and in

the construction sector as a whole. First of all, the creation of an ASU is
implemented apart from work on improving the organizational structures and
economic methods of administration. The overall effect obtained from improving
the system of construction production management would be more significant if
fthese questions] were solved in complex. This, in turn, requires an ordering
of the organizational structures of the ministries and departments. Evidently,
the time has come for creating within the ministries a functional administration
(main administration) which would unite all management components: the economic
mechanism, the organizational structures, ASU, computers, organizational tech-
nology, and communications technology. :

As a rule, the construction ministries are presently developing closed informa-
tional systems and planning systems which do not provide for information ex-
~ change on machine storage devices between the computer centers of ministries

of contractors, subcontractors, clients, and the USSR Gosplan. Consequently,
the question of creating a unified system of construction planning should
become the order of the day. This system should be able to consider the ob-
jective capacities of all participants in the construction process and to
obtain within the framework of the construction sector plans which are balanced
with the capaeities of construction ministries and with the financial and ,
material resources. This, of course,-is a complex task whose solution requires
the coordinated effort of ministry plar computation systems developers- at the
USSR Gosstroy and the USSR Gosplan. .

The creation of a unified informational system in construction should also be
approached analogously. This system would provide all participants in the
construction process with identical information necessary for operative control
. over the course of construction and for making decisions in the case of any
arising deviations. This will make it possible to concentrate efforts on
projects which are underway and on other particularly important facilities.
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Finally, it is necessary to resolve the questions of financing the industrial
application of tasks, as well as the centralized financing of fundamental re-
search on the creation of ASU.

The solution of all these difficult problems will make it possible to signifi-
cantly increase the effectiveness of utilizing capital investments for the
creation of ASUs in construction.

COPYRIGHT: Izdatel'stvo "Sovetskaya Rossiya", "Na stroykakh Rossii', 1983
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CONSTRUCTION PLANNING AND ECONOMICS

CONSTRUCTION INDUSTRY CRITICIZED FOR UNDERFULFILLING PLAN

’

Moscow PARTIYNAYA ZHIZN: in Russian No 17, Sep 83 pp 23-26

[Editorial: "Attention of the Party--To the Construction Projects of the
Five-Year Plan"]

[Text] Construction workers have quite an important role to play in carrying
out the program for our country's economic and social development adopted by
the 26th CPSU Congress. It is through their efforts that the productive cap-
ital of the economy is augmented, existing enterprises undergo retooling and
reconstruction, the housing stock and cultural and consumer service facili~
ties are built and renewed, and consequently, that tasks are performed to
further increase production efficiency and prosperity of the people.

The builders have a serious test to take this year. The November (1982) and
June (1983) Plenums of the CPSU Central Committee translated the decisions of
the 26th party congress into specific terms concerning the needs for economic
build-up and ideological work, and they equipped party organizations with a
specific program of practical action. S

Various aspects of improvement of the situation in capital construction and
of carrying out the plan for this year were discussed at a conference held
recently in the headquarters of the CPSU Central Committee. It was noted
that favorable trends have been outlined this year in the organization of
capital construction. In the first half of the year 10 percent more fixed
capital was activated thanks to state capital investments than during the
same period of last year. There was also an increase in the volume of con-
tract work. The task now is not only to reinforce the favorable shifts in
the activity of the builders, but also to develop them, to take steps toward
unconditional fulfillment of the plans for this year and the 5-year period as
a whole. This is a task of great importance to the entire party and the en-
tire state.

The results for the first half of the year showed that builders have not al-
together coped with the assignments given. First of all, the necessary con-
centration of resources on construction of projects near completion was not
achieved, the plan was not fulfilled for activation of fixed capital or of a
number of production capacities, especially in the electric power industry,
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ferrous metallurgy, petroleum refining, and the coal, chemical and petrochem-
ical industries. Nor was plan fulfillment achieved for delivery of the mar-
ketable construction product, for the rise of labor productivity, or for the
reduction of the prime cost of construction and installation work. Moreover,
many projects were not completed among those which were scheduled to be put
into operation last year. USSR Minpromstroy [Ministry of Industrial Construc-—
tion] once again did not see that capacities were put into operation for the
production of rubber footwear at the Astrakhan plant and for the production

of caustic soda in the association "Khlorvinil" in Ivano-Frankovsk Oblast.
USSR Mintyazhstroy [Ministry of Construction of Heavy Industry Enterprises]
for the second time failed to meet deadlines for delivery of facilities for
the production of iron ore concentrate and for mining iron ore at the Stoy-
lenskiy Mining and Ore-Dressing Combine. USSR Minstroy [Ministry of Construc-
tion] is carrying out work slowly on construction of the Tutayev Diesel Unit

" Plant in Yaroslavl Oblast. - ;

This cannot be taken as a normal situation. The state plan is the law, it
cannot but be carried out. This needs to be thoroughly understood by man-
agers in the economy and all personnel involved in building new enterprises
and projects.

Putting construction in order as demanded by the decisions of the November
Plenum of the CPSU Central Committee is one of the central tasks in the na-
tional economy. This is now the main and decisive order of' business, one
that cannot be put off. .

The Belorussian republic party organization has been consistent and purposive
in solving the problems which face builders. In a plenum of the Belorussian
CP Central Committee organizational and political measures werg, drafted and
adopted to further improve the management of capital construction. In a way
this is a program for improvement of economic planning, project planning and
the organization of the construction process and for development of the phys-
jcal and technical capability. In order to increase the efficiency of capi-
tal investments the Belorussian CP Central Committee and party obkoms, gor-
koms and raykoms have been thoroughly examining the drafts of plans, and they
are strict in requiring that managers in the economy and party organizations
shape construction plans realistically and utilize capital investments. A
course has been adopted toward concentration of efforts above all on con-
struction projects near completion and on a sharp reduction in the number of
projects under construction at the same time.

A considerable effort has been made to improve the structure of party organi-
zations, to improve the deployment of party members in decisive sections of
construction work. This approach is yielding favorable results. Labor pro-
ductivity in collectives is higher than assigned in the planning targets.

But in many regions of the country shortcomings in the organization of the
construction process are still being corrected indecisively, and the level of
organizational work does not fully meet the requirements of the present day.
The CPSU Central Committee is orienting party organizationms, work collectives
and economic authorities toward a full-fledged concentration of efforts along
the main directions of the construction assembly line.
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USSR Gosplan designated comstructions of priority state importance in the
program of projects to be completed this year. The dynamic development of
our economy depends first of all on them. And it is to them that the neces-
sary manpower and resources should first be committed. They represent less
than 10 percent in the annual plans for construction and installation work of
ministries operating as construction contractors. It seemed that there were
the personnel, the materials and the equipment for successful operation and
to guarantee activation of these capacities. Yet plans are not being ful-
filled at certain construction sites. This is taking place in Kazakhstan, in
the Ukraine, in Krasnoyarsk Kray, and in Belgorod, Tula, Kuybyshev and.a num-
ber of other krays and oblasts.

The reasons lie in the fact that the key officials of the ministries operat-
ing as construction contractors are slack in requiring that their subordinate
organizations concentrate efforts on projects near completion, often recon-
ciling themselves to cases of a scattering of labor and physical resources.
In addition, as noted at the conference in the headquarters of the CPSU Cen-
tral Committee, certain ministries have not reorganized their effort in the
light of the requirements of the recent plenums of the CPSU Central Commit-
tee, and are slack in requiring that managers adhere to state and plan disci-
pline. The relevant central ministries and departments must take additional .
steps to see that all plant capacities and projects are started up this year,
and party committees must monitor the work of the administrative apparatus
more closely. .

Local party authorities also bear responsibility for conmstruction of projects
which have primary importance. There are still quite frequent cases when
priority is given to construction projects of local importance. The various
manifestations of this kind of approach to the job must not go unnoticed;
they must be subjected to severe party assessment.

Large untapped potential for increasing the efficiency of construction lies
in better utilization of all internal reserves and capabilities. "The key
task in the economic sphere," Comrade Yu. V. Andropov emphasized in his
speech at the June (1983) Plenum of the CPSU Central Committee, "is a funda-
mental rise of labor productivity." This problem has extremely great impor-
tance for construction organizations operating as contractors. For instance,
because of the low level of the organization of work and construction a great
deal of worktime is lost. Checks made by the USSR Central Statistical Admin-
istration [CSA] have shown that in many construction organizationms losses of
less than one shift in and of themselves represent between 6 and 10 percent
or more. And this when there is a shortage of labor resources.

Straightforward organization of work and highly productive work of every con-
struction worker and fitter and the efficient use of equipment and transpor-
tation are a priority job for managers at all levels. The correct thing will
be for party organizations and committees to be more exacting toward them and
to be entirely strict in calling to them to account for breaches of disci-
pline.
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A great deal of experience has been gained in the country with the brigade
organization of work according to the method of N. Zlobin. Its advantages

are well known. It helps to considerably reduce construction time and, most
important, to raise labor productivity and inculcate in people a spirit of

the communist attitude toward work and socialist property. Dissemination ev-
erywhere of the brigade contract as the most effective form of the organiza-
tion of internal cost accounting (khozraschet) must become an explicit obliga-
tion of managers and must occupy an important place in the work of party or-
ganizations.

Quite often we hear complaints from construction workers about unsatisfactory
supply of materials and equipment. As a matter of fact, there is a problem
here. USSR Gossnab has not yet done everything envisaged by the decree of
the CPSU Central Committee and USSR Council of Ministers on improvement of
the economic mechanism to make the conversion to centralized supply of re-
sources to construction workers through supply-and-sales depots of regional
components.  Only a small portion of organizations operating as construction
contractors have so far been converted to this form of supply.

But there is also something else to bear in mind——at many construction sites .
there are large losses of physical resources. Party organizations and work
collectives must wage a decisive battle against mismanagement and wasteful-
ness and must take effective steps toward conservation of all types of physi--
cal resources and fuel and energy. .Solving this problem depends on the orga-
nization of production, on the qualifications of personnel, on mechanization
of laborious processes, and on the level of the indoctrination effort in col-
lectives. In short, it is a many-sided problem.

The state has invested very large resources in developing the production ca-
pability of builders. Capacities have been built guaranteeing an increase in
the volume of construction, above all by raising the level of industrializa- .
tion of the construction process. But the facilities of many enterprises in
the construction industry, especially those for manufacturing products for
large-panel housing construction, have not been loaded up to their rated ca-
pacity. Wherever due attention is not paid to the question of utilization of
the capability, the indicators for fulfillment of plans for contract work are
extremely low. This is typical of construction organizations in Khabarovsk
and Maritime Krays and Vologda, Smolensk and Pskov Oblasts. Managers in the
economy must increase the coefficient of utilization of the production capa-
bility already in place, must apply it more fully to meet the needs of the
construction process, and must raise industrialized construction to a quali-
tatively new level. Nor can local party authorities and the party committees
of ministries stand aloof from dealing with these important problems.

Improvement of the situation in capital construction depends in large part on
the activity of ministries which figure as customers. Builders are still is-
suing reproaches about the tardy preparation of project plans and estimates
and about the low quality of design features in project plans, which some-
times result in unproductive costs, modifications and. poor work. The level
and quality of project planning are indicated by this fact: Glavzapstroy
[Main Administration for Construction in Western Regions] of USSR Minstroy
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examined 114 project plans and made recommendations concerning 82 of them to
improve the design features; carrying out those recommendations will make it
possible to reduce the original estimated cost of construction by 18 percent,
There are still quite frequent cases when project plans call for outdated
technology and low-output equipment, so that the manufacture of an outdated
product is predetermined even in advance. What is more, construction plans
are not linked to material-technical and financial resources, nor to the ca-
pabilities of construction contractors. In recent years there has been some
drop in the number of projects under construction at the same time, but their
number is still rather formidable. Tardy preparation of operating personnel
is having a serious impact on the starting up of facilities. The adverse
manifestations of this practice are obvious.

Measures to carry out the Food Program and Energy Program now occupy a cen-
tral place in the plans of builders. The reference is to the construction of
nuclear and large thermal power stations, enterprises at the Kansk-Achinsk,
Ekibastuz and South Yakutia Fuel and Energy Complexes, further development of
the West Siberian petroleum and gas region, the building of facilities and
capacities for the production of manufactured fertilizers, of agricultural
and food machinebuilding, of the food branches of industry and those process-
ing farm products, and of agricultural facilities. These tasks are most dif-
ficult to perform in the Nonchernozem Zone of RSFSR. Everything needs to be
done to fulfill construction plans in this region so that the construction
sites of the agroindustrial and fuel and energy complexes are crash projects
in fact, not just in words. Here again local party organizations must play
their role in mobilizing comstruction collectives to perform the main tasks.

Intensification of social production is inseparably bound up with a substan-
tial expansion of the volume of work done on reconstruction ands retooling of
existing enterprises. This line makes it possible to increase the efficiency
of capital investments and affords the possibility of making the transition
more rapidly to producing a better-quality product. Work collectives in Mos-
cow, Leningrad, and Sverdlovsk, Ivanovo, Rostov and a number of other oblasts
have gained a great deal of experience in this. Quite good results have been
obtained from reconstruction of the Izhorskiy Plant of Minenergomash [Minis-
try of Power Machinebuilding], the Kaluga Automotive Electrical Equipment
Plant of Minavtoprom [Ministry of Automotive Industry], the Gomel Machine
Tool Assemblies Plant of Minstankoprom [Ministry of Machine Tool and Tool
Building Industry]. Without increasing the number of work stations, they
managed to substantially increase the volume of output and to raise labor
productivity.

At the same time there are quite a few cases when the funds spent on recon-
struction do not yield the return they should because design features in
project plans were not thought through. For instance, the Kharkov "Elektro-
tyazhmash" Plant spent millions of rubles on retooling. Once it had in-
stalled 700 units of equipment that was not automated, the plant had to hire
another 1,000 workers. As a result this enterprise's utilization of capacity'
has dropped considerably.
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Party committees and organizations must do a great deal more to raise the
party leadership of construction to a qualitatively new level. It is impor-
-tant to make fuller use of progressive know-how in this effort. The Sverd-
lovsk party organization can serve as an example of going about this job
astutely. In recent years they have given shape to an effective system of
measures in the fields of economic organization and ideological indoctrina-
tion aimed at developing the initiative of work collectives, at increasing
their independence, and at application to production of everything that is
new and progressive. The role of primary party organizations has been en-
hanced in improving socialist competition and in guaranteeing efficient and
well-coordinated activity of all participants in the construction process.
The oblast party committee has been more demanding toward economic managers
as to fulfillment of planning targets at the most important projects near
completion. These projects are constantly monitored, and the situation at
them is regularly discussed in bureaus of party obkoms, gorkoms and raykoms.
Party organizations and work collectives are receiving the help they need in
good time. Not only the well-known initiative concerning fulfillment of
plans by brigades with fewer people, but also new initiatives have developed
widely in the oblast, specifically: '"Mechanized work on an engineering basis
in every brigade" and "Work discipline and social discipline--the guarantee
of collectives." This is one reason why the activation of all the most im-
portant projects is guaranteed in the oblast every year.

Performing the complicated and highly diverse tasks of capital construction
and increasing its efficiency are now unthinkable without increasing the
ideological effort in work collectives. High final results are achieved
wherever the indoctridation, propaganda and organizational effort is closely
linked to specific practical matters. The June (1983) Plenum of the CPSU
Central Committee called upon party organizations and work collectives to act
in precisely that way. ’ '

COPYRIGHT: Izdatel'stvo TsK KPSS "Pravda" "Partiynaya Zhizn'", 1983
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UDc 69.059.38
STROYBANK OFFICIAL EXAMINES WAYS TO STIMULATE ENTERPRISE RENOVATION
Moscow EKONOMIKA STROITEL'STVA in Russian No 10, Oct 83 pp 15-21

' [lrticle by N. N. Kirillov, candidate of economic sciences, chief of the Le-
ningrad Oblast Office of USSR Stroybank: "Effectiveness of Renovating and Re-
tooling Operating Enterprises Can Be Increasedﬂf

[Teng Large amounts of capital investiments are constantly allocated to the
development of the USSR's national economy. During the 11th.Five-Year Plan
they will comprise more than 12 billion rubles in Leningrad and its oblast
alone. And it is very important to spend them in such a way as to obtain a
rapid, substantial return on investment. For this purpose it is necessary, as
has been pointed out in the 26th CPSU Congress, to direct capital investments
- primarily into the renovation and retooling of operating enterprises. Increas-
ing the proportion of these operations was designated at the November (1982)
Plenum of the CPSU Central Committee as one of the ways of solving the problem
- of effectively utilizing the means being directed at development of the
economy.

‘As calculations have shown, specific outlays on creating a unit of production
capacity in the case of renovation are an average of 15 percent, and in the
case of retooling 30--35 percent, lower than they are in the case of new con-~
struction. Moreover, it should also be noted that, under the conditions of
‘the extremely insignificant growth of labor resources during the 1ith Five-
Year Plan, renovation and retooling of operating enterprises constitutes the
fundamental means of increasing product output. .

In the Leningrad region constant attention is being paid to improving the re-
productive structure of capital inverstments. As a result of such well-
planned work, a considerable part of the funds, i, e., almost three-fourths of
the capital investments in the 11th Five-Year Plan, have been earmarked for the
renovation, retooling, and expansion of operating production facilities.

Many years of practical experience have convinced us very clearly that the re-
novation and retooling of operating enterprises facilitate the most rapid re-
turn on investment for each ruble invested in production, curtail the time pe-
riods required to reach the reimbursement point, and increase the éffectiveness
of capital investments. '
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Quite a few examples could be cited of the high economic effect resulting from
the renovation and retooling of operating enterprises.

Thanks to the introduction of comprehensive measures with regard to retooling
the operating enterprises of the Leningrad Optical-Mechanical Association:
imeni V. I. Lenin, during the last few years alone the volume of production
has significantly increased, particularly in the production of items belong-
ing to the category of the highest quality. Moreover, labor productivity has
increased, while outlays per ruble of commercial output have decreased.

At the Leningrad Metal Plant Association solely by virtue of retooling two
start-up complexes for turning out steam turbines were introduced. Further-
more, in both cases the expenditures for equipment amounted to 97--98 percent,
and only 2--3 percent went for the construction and installation woxrk.

In renovating the Porcelain Plant imeni Lomonosov the following task was as-
signed--to significantly increase the output of high-quality products. The
client and the contractor, in conjunction with specialists from the planning
institute, worked out comprehensive measures for ensuring an increase in the
plant's capacity by means of modernization and replacement of obsolete equip-
ment in the operating areas. Successfully carrying out these measures allowed
them to put into operation 3 months ahead of the deadline capacities for turn-
ing out 6.5 million product units annually. Labor productivity increased by
L0 percent. Capital investments herein amounted to 3.5 million rubles, where- .
as it would have been necessary to spend at least 5.5--6 million rubles on the
construction of a new, analogous enterprise. ’

At the Tl'ich Leningrad Abrasive Plant capital investments, in accordance with
the plan for renovating the existing enterprise and modernizing the equipment,
amounted to 30.2 million rubles, including 19.9 million rubles for the con-
struction-and-installation work. At the same time, the construction of a new
plant with the same volume of operations would have required 57 million rubles,
including 34 million rubles for the construction-and-installation work.

At the Sovetskaya Zvezda Thread-Spinning Combine the dyeing-and-bleaching work-
shop became the top-priority project for renovation. Its limited potentials
were hold back the growth rates of labor productivity in the other sub-divi-
sions. Expansion of the workshop and the installation therein of up-to-date
equipment have allowed an increase in thread output by 55 million spools per
year. And, on the whole, the production volume at the combine increased by 13
percent, while the number of workers in the renovated workshop was reduced by
34 percent.

Practical experience has demonstrated that the effectiveness of retooling ope-
rating enterprises is significantly increased as a result of introducing high-
ly productive equipment with a large unit capacity and less energy outlays.
This is testified to by the experience accumulated by the Leningrad Planning
Institute No. 3 of the USSR Ministry of Light Industry. Thus, at the Dulevsk
Porcelain Plant imeni PRAVDA the replacement of obsolete equipment by up-to-
date units, in accordance with its plan, provided an increase in volume by 20
percent without changing the number of its employees. Here, by means of
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improving production quality, the output of complete sets of dishes was
doubled, and, as a result of more efficient utilization of capital investments,
their effectiveness increased by 45 percent in comparison with the average for
this sector.

During recent years in the Leningrad area the following large-scale produc-
tion facilities have been renovated: in the Kirovskiy Plant and Svetlana As-
sociations, as well as those of Pozitron and Elektrosila imeni S. M. Kirov, at
Izhorskiy imeni A. A. Zhdanov and Krasnyy Vyborzhets Plants, and many others.

A great deal of work has been conducted with regard to retooling the following
factories: the Oktyab'skaya, the imeni Zhelyabov, those of the curtain-lace as-
sociation, and other very old enterprises of the light and food industries.

The course aimed at renovating and retooling enterprises in various sectors
has facilitated, to a large degree, the enhancement of this region's scienti-
fic and technical potential.

However, a number of ministries and departments are still not according suffi-
cient attention to this important problem. Furthermore, certain ministries,

o though allocating considerable funds for retooling, do not plan increased ca-

pacities for the enterprises involved. For example, in 1983 the USSR Ministry
of the Chemical Industry and the Ministiry of the Petroleum Refining and Petro-
chemical Industry allocated to the Leningrad enterprises for the retooling of
their operating production facilities 6,504,000 and 11,495,000 rubles respec-
tively, without assigning any tasks herein with regard to increasing the
capacities.

‘Analysis has shown that at a number of construction projects the clients and
contractors dissipate their strengths, material, and financial resources on
many facilities which are being built slowly. When the plans are checked up
on, instances have been ascertained of carrying out new construction under the
guise of renovation, as well as including in the planning-and-estimate documen-
tation of general-construction projects which do not belong to the category of
renovating fixed eapital. For example, the Lenproyektmebel' Institute of the
Sevzamebel' Association of the USSR Ministry of Timber, Pulp and Paper, and
Wood Processing Industry provided in the plan for the retooling of the panel-
component workshop of Furniture Combine No. 1 for increasing the capacity,
while, at the same time, more than doubling the number of workers.

Likewise not well-founded was the plan for retooling the Luzhsk Abrasive Plant,
as worked out by the Giprostanok Institute of the Ministry of the Machine Tool
and Tool Building Industry. The operations provided in the estimate with re-
gard to creating capacities for fuel oil, roads, etc. in the sum of more than
100,000 rubles could not be called anything but new construction. Therefore,
the bank introduced a proposal to exclude the above-indicated expenditures -
from the plan. As a result, the specific capital investments per unit of ca-
pacity will be lowered by 17 percent. Moreover, there will also be a reduction
in the length of time required for construction.

At the artistic-glass plant of the USSR Ministry of the Consfruction Materlials
Industry a new workshop was planned with an area of 11,000 m“ for turning out
commercial-grade dishware. After studying the technology of making such a
product at analogous enterprises, the bank's engineers proposed that, instead
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of new construction, a retooling of the existing areas be carried out, with
the installation of two complete sets of lines providing the same increase in
output. As a result,. the Ministry changed the assigned task for the plan.
The economic effect achieved thereby amounted to more than 3 million rubles.

The effectiveness of retooling and renovation manifests itself in the improve-
ment of the technical structure of capital investments, which, as a consequence
of the enterprises being put into operation, facilitates the relative increase
of the active portion of the fixed capital. Nevertheless, the absence of in-
dicators of the efficient structure of capital investments does not permit the
use of the control function of the financial-credit mechanism, and the banking
institutions have been compelled to utilize allocations for renovation to fi-
nance the construction of those enterprises and projects whose technical struc-
ture of capital investments is worse than at enterprises being financed by
means of allocations for new construction. Analysis of the planning-and-esti-
mate documentation for the renovation and retooling of the Leningrad enterpri-
ses and associations of the USSR Ministries of Light and Food Industries has
indicated that the specific proportion of construction-and-installation work
within the estimated cost amounts to 65--73 percent. Moreover, the proportion
of expenditures on equipment does not exceed 31--25 percent. ’

In connection with this, it seems feasible to put into practice 1imit norms of
the proportion of construction-and-installation work within the total capital
investments in renovation and retooling of existing enterprises with their ap-
propriate differentiation by sectors of the national economy and types of ope-
.rations (renovation, retooling, expansion). The presence of such coefficients
will give the bank's officials the right, in case they are exceeded, not to
open up financing of planning and research at the expense of means allocated
for the renovation and retooling of operating enterprises.

Of great importance for expanding the scope of renovation and retooling of ope-
rating enterprises, as well as improving the technical structure of capital in-
vestments is the encouragement of planning organizations. Decree No. 312 of
the CPSU Central Committee and the USSR Council of Ministers, dated 30 March
1981 and entitled "On Measures for Further Improving Planning and Estimates,"”
provided for the possibility of increasing the cost of developing planning and
estimate documentation for expanding and renovating operating enterprises,
buildings, and other structures by means of utilizing correcting coefficients
on the outlays for planning. These are applied in order to cover the addi-
tional expenditures arising because of the growth of labor consumption in car-
rying out the planning and research operations: by factors of as much as 1.3
for plans and as much as 1.6 for the working documentation. .

Nevertheless, it seems poorly founded to apply decreasing coefficients of as
much as 0.8 to the cost of working plans for the retooling of operating enter-
prises. Such a reduction in the cost of planning and research operations does
not create among the planners a motivation to execute the plans for retooling
operating enterprises and to improve the quality of the planning—and—estimate
documentation.
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The existing statutes with regard to encouraging planners by virtue of the
older publication (in a number of cases) and the disconnectedness (as a whole)
are in need of renovation, systematization, and, in our opinion, of consolida-
tion into a single document. Moreover, it is necessary to make economic, in-
cluding material, incentives, on the one hand, the detemining factor in the
selection of the operational thrusts of the planning-and-estimating organiza-
tions and, on the other hand, a substantial and strictly targeted encourage-
ment for utilizing positive operational experience and improving the quality of
" planning.

Experience in conducting the renovation and retooling of operating enterprises
testifies to the need for strengthening the economic motivation of contracting
organizations to carry out this work. Despite the measures provided for in the
decree of the CPSU Central Committee and the USSR Council of Ministers, dated
12 July 1979, directed at creating the necessary conditions for expanding work
with regard to the retooling of operating enterprises, up to now we have still
not completely solved the problem of eliminating the "unprofitability" of con-
ducting these operations for the contractor in comparison with new construc-
tion. It is a well-known fact, of course, that to conduct work under the con-
ditions of ongoing production is considerably more complicated than carrying
out new construction. During renovation the work volumes are much less’' than
during new construction, while their labor consumption is higher and thelr con-
ditions of execution more complicated. They do not allow the full use of con~
struction vehicles, machinery, and manpower. And so the amount produced per
worker is sharply reduced, the cost is increased, reducing, in ‘turn, the pro-
fits and the incentive funds. For example, an analysis of the operational in--
dicators of Glavzapstroy /Main Administration for Construction in Western Re-
giong] over a number of years bears witness to the fact that in those trusts
which principally engage in renovating and retooling operating enterprises the
 average output is 23 percent lower, while the outlay of wages for the volume
of work performed is 15 percent higher, and the bonus payments are consider-
ably lower, than in those trusts which are eggaged in carrying out new con-
struction. At the same time, the cost per m of production capacity introduced
by regnovation is 20 percent less than in the case of new construction.

As a result, construction organizations incur additional expenditures, which,
in most cases, are not covered by the corrective sectorial coefficients ap- ’
plied to the existing estimate norms for construction-and-installation work
and the norms of applied expenditures, as established by USSR Gosstroy in ac-
cordance with the decree of the CPSU Central Committee and the USSR Council of
Ministers on perfecting the economic mechanism.

Tt seems feasible to examine the question of changing these coefficients with
their differentiation, depending on the complexity of the renovation work, in
order to increase the economic motivation of the construction organizations to
carry out measures providing the minimal amounts of construction-and-installa-
tion operations.

Furthermore, the material incentives for the construction and planning organi-

zations must be made dependent on the proportion of operations carried out'
with regard to the renovation and retooling of operating enterprises.
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In our opinion, it is necessary to increase the sizes of the bonuses paid out
for putting renovated facilities into operation with the established time peri-
ods, as well as ahead of schedule, by 50 percent and 25--30 percent respective-
1y instead of the 15 percent, as established at the present time. We think
that it would also be feasible to solve the question of the client transmitting
to the general contractor a portion of the profits received from the basic ac-
tivity by virtue of the pre-schedule putting into operation of the capacities
of the renovated facilities.

An important role in increasing the effectiveness of renovating and retooling
operating enterprises is played by perfecting the financial-credit mechanism.

As practical experience has shown, financial-credit levers at the present time
do not exert the influence which they should on improving the technical
structure of capital investments. This is influenced by the fact that equip-
ment is considered to be included among the production reserves and assumes
the nature of embodied capital investments only after being turned over for
installation.

An important reserve for improving the technical structure of capital invest=
ments is the reduction in the supplies of uninstalled equipment. An increase
of these supplies occurs because of the failure to prepare the construction
sites in time for installation, the shipment in of equipment ahead of time,
the failure to provide projects with planning-and-estimate documentation or
their non-inclusion in the plan of capital construction, as well as the lack
of coordination between the total, as provided by the agreements for deliver-
ing equipment, and the funds allocated for paying it, along with a number of
other reasons. Thus, the task consists in drawing together as close as possi-
. ble the time periods required for manufacturing the equipment by the supplier-
plants, its installation, and the beginning of producing items on this equip-
ment. The banking institutions ought to achieve this by means of strengthen-
ing the effectiveness of controls over the utilization of the funds which have
been allocated for the acquisition of equipment in order to prevent it from .
piling up in supplies and influencing the reduction of the time it spends in
being installed. :

Prior to 1965 banking credit did not participate in mediating the movement of
the principal portion of the equipment. Credit used to be employed only as a
means of paying for imported equipment or large-scale engineering and electri-
cal-engineering Soviet equipment scheduled to be installed during the follow-
ing year. Such a procedure for crediting the above-indicated Soviet equipment
was brought about by the fact that for a current year funds were not provided
for its acquisition in the plans of financing capital investments. Granting
credit for payment for imported equipment had the purpose of making account
settlements on time with the foreign-trade organizations regardless of the fi-
nancial status of the consignees of the equipment.

At the present time, in extending credit for imported and Soviet large-scale
‘engineering and electrical-engineering equipment, the banking institutions
utilize such an effective economic lever as interest for the use of credit,
which, upon the expiration of the plan deadline for turning the equipment over
for installation, is levied in an increased amount. However, the question of
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the source of the interest payments for credit has not yet been resolved.

These amounts are not taken into account either in compiling estimates for ca-
pital construction or in distributing the profits received as a result of
operating the fixed capital which has already been introduced. Increased in-
terest amounts for using credit are paid by operating enterprises by means of
profits from the basic activity and by those newly under construction--from

the accounts of the industrial associations or other appropriate organs of eco-
nomic administration by means of centralized funds and reserves. In their ab-
sence or insufficiency payment is made from the accounts of the ministries and
departments by means of centralized funds and reserves.

The system of accounting and crediting deliveries of equipment which has been
in operation up to the present time did not create economic motivation in the
plants engaged in the delivery activities in reducing the period from the ma-
nufacture of the equipment.to its being put into operation. Therefore, USSR
Stroybank, beginning in 1971, has been conducting an experiment on introducing
accounts for equipment fully completed and installed by these plants. Under
the conditions of the experiment there have been substantial changes in the mu-
tual relationships between the participants in construction: the clients, con-
tractors, and suppliers of equipment. On the basis of a title list which has
been worked out for the entire period of construction in accordance with a
plan and an estimate, the client concludes a general agreement with the con-
struction organization to carry out the entire amount of construction-and-
installation work and a direct agreement with the chief plant supplying the
basic technical equipment for the engineering lines, units, aggregates, and
their installation. In accordance with the conditions of the experiment the
manufacturing plant is accountable for the delivered and installed equipment
not after the shipment but after it is put into operation. The chief plant
delivers a complete set of equipment and installs it by its own efforts or
brings in other organizations for this purpose. For the period of completing
and installing the complete set the chief manufacturing plant receives bank-
ing credit, which is amortized after receipt of funds from the client. The
conditions of the experiment provide both an economic incentive for speeding
up the putting of the enterprises into operation as well as the material re-
sponsibility for observing the contracted obligations.

At the present time in the complete delivery of equipment, units, means of me-
chanization, automation, and controls, the client is accountable along with
the general supplier for the complete set of equipment delivered or installed
as a whole. Up to the plan deadline for completing the delivery of the entire
set of equipment or its installation the general supplier is granted banking
credit. Upon the expiration of the plan deadline the extension of credit con-
tinues with the levying of higher interest rates for the use of the loan.

‘In the "turnkey" construction of an enterprise, structure, or project, the ge-
neral supplier of the equipment concludes an agreement to deliver it and in~
stall the equipment directly with the general contractor.

In order to further improve the financing and crediting of outlays.for equip~-
ment, in our opinion, it would be feasible to transfer to the chief supplier-

plant the functions of general contractor with the involvement of the sub-
suppliers (industrial enterprises) as well as the sub-contractors
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(construction and installation organizations). Above all, this recomméndation
can be implemented by carrying out measures with regard to renovating and re-
tooling operating enterprises.

Also in need of improvement is the procedure for accounting for and planning
equipment prior to its being turned over for installation-included within the
production supplies. In a number of cases the existing procedure has facili-
tated at enterprises the piling up of excessive and unneeded equipment, counted
among the production reserve supplies. Despite this fact, the given enterpri-
ses (clients) continue to be allocated funds for acquiring equipment. In our
view, it would be feasible to include the cost of the equipment in the amount
of capital investments at the time of payment, regardless of the deadlines for
turning it over for installation. And it should be accounted for prior to its
being put into operation, as included. within uncompleted construction, i. e.,
analogously to the accounting for construction-and-installation operations.

At the same time, we should enhance ‘the role played by such an effective eco-
nomic lever as interest on capital in order to extend its influence to the en-
tire above-plan remnant of unfinished construction. As a result, interest on
capital will be imposed on equipment prior to its being turned over for in-
stallation as well as on equipment after it has been turned over for
installation.

COPYRIGHT: Stroyizdat, 1983 | '
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CONSTRUCTION PLANNING AND ECONOMICS

‘PROJECTED NORMS, PRICES IN CONSTRUCTION FOR 1984 GIVEN
Moscow EKONOMIKA STROITEL'STVA in Russian No 12, Dec 83 pp 3-12

[Article by Yu. I. Malimanov, chief of the Department of Estimate Norms and
Pricing in Construction, USSR Gosstroy: "New Estimate Norms and Prices in
Construction] '

[Text] Estimate documentation is an inseparable part of plans for the con-
struction of enterprises, building, and structures in any branch of industry
and the national economy. Estimates are used to determine the economic indi-
cators of the construction projects being planned and the effectiveness.of
the capital investments in each specific construction site.

Tn addition to the function that the estimate carries out as a construction-
planning document that defines the cost of the future comstruction, it also
executes a number of no less important functions which were defined by the
decree of the CPSU Central Committee and the USSR Council of Ministers,

dated 28 May 1969 and entitled "Improving the Planning of Capital Construction
and Intensifying the Providing of Economic Incentives for Construction Pro-
duction." .

In conformity with that decree, the estimate for construction must be the
basic document on the basis of which one carries out the planning of the
capital investments, the financing of the construction, and the settlements
for executed operations between the customer and the contractor. The estimate
must also serve as the basis for the further reinforcement of cost accounting
in construction and the evaluation of the activities of the contract and :
construction-and-installation organizations and customers.

Construction-and-installation operations in capital construction are basically
carried out by the efforts of contract organizations, the entire economic
activity of which is based on principles of cost accounting. The sole source
of the funds that guarantee the functioning of their economic mechanism is

the funds obtained for the executed operations in conformity with the approved
estimate documentation. From this it follows that the cemstruction estimate
must stipulate the funds for compensating all the.expenditures of the normally
operating construction and installation organizations, customers, ahd the
construction-planning-and-survey and other organizations, which they incur

in the process of carrying out the construction of the particular
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. building or structure. The estimate norm lists and methods for determining
the estimated cost must guarantee the maximum possible accuracy and
reliability for the determination of the cost of the construction output.

The methodology for determining the estimated cost of construction and the
system of norm lists that is applicable for that purpose have traveled the
complicated path of evolution from the estimate of the cost of the operations
for the conditions of each specific project to the creation of a nationwide
system for developing and approving in a centralized manner the norm lists
that are mandatory for all ministries and departments that are carrying out
the construction of enterprises, buildings, and structures in all branches

of industry and the national economy.

In the present-day form, the system of estimate norms and prices was formed

in the early 1950's. A substantial peculiarity of the accepted methodology

of estimate pricing in construction is the fact that the estimate norms

and prices remain fixed for the duration of a rather prolonged planning

period despite the changes that occur during that time in the wholesale prices
of manufactured output, transportation rates, and the conditions for shipment
of the materials, articles, and structural elements, in the technological
processes in construction production, and in the technical equipping of the
construction and installation organizations. All these changes are taken into
consideration when planning production costs and profits for the comstruction-
and-installation organizations.

This method of determining the estimated cost guarantees the stability of the
planning norm lists, and comparability in the dynamics of the indicators

that characterize the work of the contract organizations, and this is of

great importance for evaluating their activity. The advantages of the
accepted methodology of computing the current changes in the pricing factors

by means of the centralized regulation of the financial and planning indicators
of the activities of the construction-and-installation organizations makes it
possible to preserve a stable level of estimated prices for a prolonged

period and precludes the need to refine and re-approve the estimate documenta-
tion with each change in wholesale prices, rates, or other elements of cost.

In addition to the indisputable advantages of the application of stable
estimate norms and prices, this system also has definite shortcomings that
are linked with the fact that, with the passage of time, the actual expendi-
tures of the contract organizations cease to correspond to their evaluation -
that was accepted in the estimates.

The estimate norms and prices that became effective on 1 January 1969 are
based on the wholesale prices of manufactured output and the rates for the
shipment of freight which becameueffective on 1 July 1967, the transportation
schemes for the shipment of freight for construction that were established

in 1963-1965, on the level of the technology, technological processes, and
organization of comstruction production that formed in the 1960's, and a
number of other normative documents that were in effect during that period.

During the years that have elapsed there have been substantial changes in the

wholesale prices of a number of materials that are used in construction
(reinforced-concrete articles, bricks, rolled ferrous metals, cable products,
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plumbing materials, etc.), and new rates for the shipment of freight by

rail and ocean transportation have gone into effect. The further specializa-
tion of the production of output at the enterprises of the building-materials
industry and the construction industry has led in many parts of the country
to substantial changes in the transportation schemes and, as a consequence,
to an increase in the expenditures for shipments. In addition, there has
been a change in the structure of shipments of material resources -- there
has been a considerable increase in the share of shipments via bases and
warehouses of territorial agencies of USSR Gossnab, and ministries and
departments, which charge the purchasers for various markups that were not
taken into consideration in the estimated prices.

As a result of these and other reasons, the actual expenditures for the
purchase of many types of materials and articles have surpassed the level of
the 1969 estimate prices.

Substantial changes also occurred during the period that has elapsed in the
level of technical equipment of the construction and installation organiza-
tions and in the technological processes in construction. Methods that
have been widespread are néw methods of carrying out operations which
guarantee the lowering of the labor expenditures but which require the
additional expenditure of material and financial resources.

Thus, in the early 1980's there has been formed a lack of copformity between
the estimated norms and prices, on the one hand, and the actual expenditures
for the purchase of material resources and the fulfillment of the operations,
on the other. That difference increased even more as a result of the
systematization, effective 1 January 1982, of the wholesale prices and rates
in industry. The wholesale prices of reinforced-concrete articles increased
by 29 percent; concrete articles, by 33 percent; bricks, 42 peroent;
armatures, 38 percent; logs, 44 percent; lumber, 35 percent; parquet, 51
percent; window frames, 40 percent; etc. v :

Under these conditions the changeover in construction to the new estimate
norms and prices had become a necessity. As a result, in early January 1981
the USSR Council of Ministers adopted a decree concerning the changeover

to new estimate norms and prices in construction, effective 1 January 1984.

Each changeover to new estimate norms and prices in construction represents
a substantial stage, when the entire system of estimate norms is put into
conformity with the achieved level of technical progress in the branch and
the new level of prices and rates in industry.

The history of estimate work and pricing in construction has already gone
through three such stages: the changeover to estimate norms and prices in
1955, in 1969, and the current changeover, effective 1 January 1984. The
average interval between changes comes to 14-15 years.

With each changeover, practically speaking, the entire system of estimate
norms and prices.ls completely redeveloped -- that is, the system with

the use of which one determines the cost of all types of operations and
expenditures encountered in modern construction. For a more complete idea of
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the nature and scope of the operations to be executed when changing over to
a new level of estimate norms and prices, it is necessary to dwell briefly
on the structure of the estimated cost of capital comstruction and the
system of estimate norms that are used.

On a large scale, the estimated cost of constructing any item intended for
production or civil-housing purposes can be represented as the total cost

of the construction and installation operations, equipment, furniture, and
stock, the expenditures for which a financial limit has been established,
which include the overhead expenses, planned accumulations, additional expen-
ditures during the carrying out of operations during the wintertime, expendi-
tures for the construction of temporary buildings and structures, a reserve
of funds for unforeseen operations.and expenditures, for the maintenance

of the managements of the enterprises under construction, and a number of
other expenditures, as well as the cost of the so-called other expenditures.
The estimated cost of each group of the types of operations and expenditures
that were mentioned is determined on the basis of the corresponding estimate
norms and rate lists.

The estimated cost of the construction operations is determined on the basis
of collections of Regional Unified Unit Cost Rates (YeRYeR), which encompass
all the known types both of general-construction operations and special
operations. )

Each unit rate list is a comprehensive norm list that determined, for each
accepted unit of measurement of the corresponding type of operations, the
cost of the material resources, the total amount of wages for the workers
who are immediately executing the work, and the cost of operating the
construction machinery and equipment to be used. The basis for developing
the unit rate lists is provided by the estimated element norms (ESN), which
define in terms of physical measurement the need for material resources, the
expenditures of labor, and the number of machine-hours for the optimal set
of machinery. In order to convert the physical measurements to monetary
cost terms, one uses specially developed collections of estimate prices

for all types of material resources; tariff rate lists for wages to be
paid to construction workers; collections of estimate prices for the opera-
tion of construction machines; collections of rates for the shipment of
freight for construction by motor, rail, air, and water types of transporta-
tion; and a number of other norm lists.

Estimated element norms and their corresponding unit cost rates have been
grouped into 50 collections of each, which encompass more than 16,000 types
of operations. When new types of operations arise which have not been in-
cluded in those collections, additional ESN and unit cost rates are developed
and approved within the established procedure.

New estimated element norms were developed on the basis of refined charts for
technological processes, which take into consideration the present-day
technological processes and organization of the appropriate types of opera-
tions, new types of construction machines and machinery, the application of
new types of materials, articles, and structural elements, and the increasing
of the industrialization of the operatioms. ‘
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In the new ESN there is a refinement of the norms for waste products and
losses of material resources. On the basis of the computations that have
beep prepared with the use of more than 400 project estimates that were
prepared with old and new norms, but in comparable prices, it was established
that the application of the new estimated element norms assures the reduction
of the estimated cost of construction operation by an average of 1.64 percent.
When the new regional unified unit cost rates were being developed, there was
a re-examination of their form as applicable to the requirements of the auto-
mated preparation of estimates on electronic computers, and the cost rates
for types of operations that were similar in nature were grouped into common
tables. This simplifies the search for the necessary cost rates and makes it
possible to reduce substantially the volume of the YeRYeR collections and,
correspondingly, the.expenditure of scarce paper to publish them.

An important peculiarity of the new estimated element norms and unit cost
. rates consists in the fact that, when they were being developed, the
preference was given to determining the indicators of the expenditures of
the material, labor, and financial resources that had been oriented at the
final results of production, irrespective of the methods of fulfillment of
the operations or the types of construction technology to be used.

The estimated cost of installing all types of technological equipment is
determined on the basis of the collections of cost rates for installation
operations. The total number of the collections is 36, including a collection’
that is being developed for the first time for cost rates for the installa-
tion of equipment at nuclear electric-power plants. The development of all
the collections was first carried out by the construction-planning institutes
of a number of USSR ministries and departments according to a single
‘methodology that was approved by the USSR Gosstroy, with the use of electronic
computers. ‘The new cost rates for the installation of equipment take into
 consideration the latest achievements of technical progress in the field of

_ installation operations and the new principles dealing with the carrying out
and acceptance of the operations. The nomenclature for the cost rates has
been considerably renewed. Cost rates have been developed for the installation
of new types of equipment, and the cost rates for the installation of equip-
ment that is no longer produced have been removed. Changes have been made
into the technical parts and introductory instructions in the collections;

the changes have been aimed at excluding a number of the principles that are
not to be employed when preparing the estimates. The total number of cost
rates in the new collections is more than 17,000, which is almost 8000

items fewer than the number contained in the old ones. Changes have also been
made in the makeup of the expenditures to be included in the cost rates. For
‘example, the cost rates no longer include the overhead expenses, which now
will be included in the estimates in the same procedure as when determining
the cost of construction operations. In the future it'is planned to carry out
the consolidation of a number of cost rates. First of all there will be a
consolidation of the cost rates for the installation of the electrical part

of all new types of equipment. In addition, in 1984 a norm base will be pre-
pared for the determination of the estimated cost of installing integrated
units of equipment. : . N ‘ :
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In conformity with the established procedure of pricing in construction, the
cost of the construction and installation operations is subdivided into
direct expenditures and overhead expenses.

The direct expenditures include three basic types of expenditures that

are included in the cost rates for comstruction or installation operationms.
They are the expenditures for the materials that are to be consumed during
construction; the wages of the workers who are executing the construction and
installation operations; and the cost of operating the construction techn-
nology. Those expenditures do not depend upon the department that the
operation executors belong to,.and are of a branchwide nature. This has
predetermined the possibility of the centralized development and approval of
those norms.

Our country's territory lies in various climatic zones that substantially
differ from one another with regard to the level of the computed winter
temperatures, the duration of the winter period, the force and steadiness of
the winds, and other climatic factors.

The unit cost rates for all types of operations are prepared on the basis of
the conditions for executing them during the period with above-freezing
“temperatures in the outside air. The complicating factors that arise during
the execution of the operations during the winterrtime, that reduce the labor
productivity, and cause additional expenditures for the maintenance of the
wotk sites, the cleaning and heating of building materials, the processing

of permafrost, the installation of temporary enclosures for construction
workers, and other subsidiary operations, are taken into consideration by
applying increasing coefficients to the cost of the operations. These coef-
ficients, or, as they are called, winter cost-increase norms, are developed
for the entire territory of the country, are conventionally divided for

this purpose into eight territorial zones. The norms for additional
expenditures during the carrying out of operations during the wintertime (NDZ)
can be of two types: average annual norms, which are included in the composite
estimated computations of the cost, or project estimates, which are used to
make settlements among the customers and the general contractors; and complete
norms, which are used when making settlements between the general contractors
and the subcontract organizations for the volumes of operations that are
actually being carried out at below-freezing temperatures. The new norms

for wintertime cost increases have been reduced as compared with the previously
ones in effect by an average of 15 percent, by means of refining the methodol-
logy of determining them and the standardization of individual types of
expenditures. The new norms take into consideration the rise in the level of
industrialization of construction and the use of modern methods of carrying
out the operations. ' '

The overhead expenses represent the entire set of expenditures for organizing
and administering the process of producing the entire bulk of commercial
construction output that is being produced by the construction-and-installation
organization, and therefore the individual projects for which norms are in
effect and which are included in the production costs, proportionately to the
cost of the direct expenditures.
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Three types of norms for overhead expenses at comstruction operations

are established. The first type of norms is overhead-expense norms that
are average for the ministry, department, or union republic. Those agencies
are given the right to carry out, in accordance with the established procedure,
the differentiation of the average norms and to establish the maximum norms
for overhead expenses for their subordinate organizations. The second type
of norms is the maximum overhead-expense norms that are established for the
appropriate ministry without their having the right to differentiate them.
The third type of norms is the unified maximum overhead-expense norms for
individual types of operations, which norms are mandatory for all executors,
irrespective of the department to which they belong. For organizations that
carry out construction and installation operations under conditions of the
Far North or in localities that are equated with them, increased overhead-
expense norms are established.

The new overhead-expense norms for construction operations, which are to go
into effect on 1 January 1984, were developed by the USSR ministries and
departments and by the union republics on the basis of a unified methodology
that was approved by USSR Gosstroy. The draft versions of the new norms for
overhead expenses were approved by NIIES, of USSR Gosstroy; an interdepart-
mental commission created at USSR Gosstroy, with the participation of repre-
sentatives of USSR Gosplan, USSR Minfin, USSR Goskomtsen, USSR Stroybank,
USSR Gosbank, USSR TsSU [Central Statistical Administration), and a number of
construction and branch ministries; and were confirmed by the 28 March 1983
decree of the USSR Council of Ministers.

When the average branch overhead-expense norm was being determined, the
previously effective nomenclature of expenditure items was basically retained.
The changes conmsist in that there was introduced into that nomenclature an
additional item that stipulates the expenditures for the removal of construc-
tion trash and the cleaning of the streets. There has been an increase in

the item of expenditures for social insurance as a result of the decision
that was made to make complete compensation for those expenses by making
deductions from the cost of the sold commercial construction output. There
has also been an increase in the norms for additional expenditures for
materials and the maintenance of production stock, which are the result of the
introduction of new wholesale prices and rates in industry. As a result of
these refinements, the new norm at the comparable level has been increased by
approximately 3 percent. Without a consideration of these refinements, the
average branch size of the new overhead-expense norm under comparable con-
ditions has been determined in the amount of 17 percent. The average branch
size of the overhead expenses according to the old norms is 17.3 percent.
During the first year of the effective period of the new estimate norms

and prices, the total amount of the direct expenditures and the overhead
expenses, theoretically, is supposed to correspond completely to the expenses
of the construction organizations during the execution of the corresponding
types and volumes of operations, that is, the estimated cost is supposed to be
equal to the production costs that develop at a normally operating construc-—
tion organization. For the purpose of creating the conditions for carrying
out cost accounting and forming the corresponding funds for the contract
organizations, the estimates for construction stipulate special funds that
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are to be determined on the basis of the norm for planned accumulations or
normative profit. The new planned-accumulations norm was approved by the
28 March 1983 decree §f the USSR Council of Ministers, in the amount of 8
percent of the total amount of the direct expenditures and overhead expenses
and exceads the old norm by 33 percent (old norm, 6 percent). The total
bulk of the funds to be determined in the estimates in accordance with the
new norm is increased by more than 50 percent.

The need to increase the norm for planned accumulations is explained by the
_ refinement of the amounts of payments to the budget for the basic production
assets. This item of expenses has been increased from 1.4 to 2.87 percent
on the basis of the consideration that the average size of the annual
payments for the ministry must not exceed 4 percent of the cost of production
assets. As a result of the changeover to settlements between the customer and
the contractor for the commercial construction output and for the advancement
of credit for uncompleted construction, there has been a considerable increase
(by a factor of almost 5) in the planned-accumulations item, which stlpulates
the funds for paying the interest on bank credit. There has also been an
increase in the amount of the funds to compensate the expenditures to maintain
the housing and communal management of the:construction organizations. The
planned accumulations include new items of expenditures for the maintenance
and repair of the local motor roads and for the formation of a single fund for
the development of science and technology.

- . .
The new norm for planned profit of construction organizations to a considerable
degree will guarantee the carrying out of cost accounting and the formation
of the funds for the organizations operating under the new conditions of
planning and the providing of economic incentives.

In addition to the development of new unit cost rates for construction opera-
tions and the installation of equipment, and new norms for overhead expenses
and planned accumulates, there has also been a re-examination of the norms for
other expenditures for which financial limits are established. There has, been
a refinement in the norms for expenditures for the comstruction of temporary
buildings and structures, for unforeseen operations and expenditures, for

the maintenance of the management at the enterprises which are under con-
struction, and a number of others.

Constituting a special group of expenditures to be considered by the
estimates for construction are the so-called other expenditures, which are
intended to pay the expenses of the customer, the genmeral contractor, and
the construction-planning organization, but do not pertain to any definite
type of operations, and therefore are not included in the corresponding cost
rates. The nomenclature of expenditures that are included in this group
contains approximately 70 specifically named items. They include, in particu-
lar, the expenditures for the demolition or removal of buildings and
structures situated on the area destined for comstruction; the compensation
of the losses of agricultural production; the payment of longevity bonuses,
bonuses for continuous service, pay differentials because of work that re-
quires a large number of trips or frequent moves, the payment of various
benefits that have been established in the appropriate parts of the country;
the application of the method of paying for labor by the job; the payment of
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bonuses for the activation of enterprises in individual branches of the
national economy and projects to undergo modernization and technical re-
equipping; expenditures to move the construction-and-installation organiza-
tions from one construction site to another; for the organized recruitment of
work; the compensation of the difference between the wholesale and maximum
prices; and a number of others. '

The nomenclature of the "other" expenditures to be included in the estimate

of the specific construction site can differ considerably, depending on the
conditions of construction or the nature of the comstruction organizations.
The procedure for determining their extent and for including them in the esti-
mate' documentation is regulated by Chapter IV-10 in SNiP [Construction Norms
and Rules], "Rules for Determining Other Expenditures to be Included in
Construction Estimates.”

A substantial peculiarity of the estimate-norm base that is to go into effect
on 1 January 1984 is Part IV of SNiP, which is being developed for the first
time in a new quality and which will consist of 16 chapters containing
systematized methodological principles that determine the procedure for .
developing and employing all the norms to be used when determining the
estimated cost of construction. It is planned to carry out the development

of this document during the current year and to publish it in the first half
of 1984,

The changeover to the new estimate norms and prices in construction is a
large-scale state economic task, the participants in the implementation of
which are many of the union and republic-level ministries, departments, and
organizations. The procedure and deadlines for that changeover were regulated,
as ‘was previously mentioned, by.the 4 January 1981 decree of the USSR Council
of Ministers. At the present time one can sum up several of the results of
the work that has been done.

In April 1983 the ministries and departments submitted the draft versions
developed by them for the indexes of change in the estimated cost of con-
struction-and-installation and drilling operations for the branch of the
national economy and industry and for the sectors within the branch makeup
for the base region (Moscow Oblast) and preliminary data concerning the level
of change of the cost of machinery and equipment, which change is to be
included in the estimates for construction sites that were approved by the
11 May 1983 decree of USSR Gosstroy, No. 94. Simultaneously, territorial
coefficients to those indexes were developed; those coefficients take into
consideration the changes in the estimated cost of construction-and-
installation operations for the country's territory.

On the basis of these branch indexes, adjusted with a consideration of

the new norms for overhead expenses and planned accumulations, the new
norms for winter price increases and other norm lists, the territorial coef-
ficients, and the branch structure of state capital investments for 1981,

a determination was made of the preliminary level of change in the. estimated
cost of construction-and-installation operations for the national economy as
a whole.
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The computations:.that were carried out have shown that the cost of the
construction-and~installation operations:will rise by an average of 20.5
percent. Depending upon the structure of the operations, the size of the
index for the individual branches will range from 1.14 to 1.29.

According to preliminary data obtained from the ministries and departments,
the index of change in the estimated cost of equipment was 1.10. Under
these conditions the estimated cost of construction for all branches of the
national economy will rise by an average of 15 percent.

With the use of the approved indexes, the estimated cost of the construction-
and-installation operations in the combined estimated computations of the
construction sites was recomputed. The cost of the construction-and-
instatllation operations in the project estimates, which are settlement
documents, is recomputed by direct computation on the basis of the new unit
cost rates for comstruction and installation operations. It is very important
for the customer ministries and departments that bear the full responsibility
for the observance of the established rules for recomputing the estimate
documentation to establish effective monitoring of that work, to prevent the
inclusion in the recomputed estimates of any changes that are not linked

with the introduction of the new estimate norms and prices.

When developing a number of new estimate norms, one encountered difficulties
that were linked with the inadequate theoretical study and the low level of
the scientific substantiation of the methodology of computations. In a
number of instances the decisions had to be made empirically. One senses a
greater and greater lack of fundamental scientific research in the area of
formation of estimate norms and pricing, in thé methods of determining the
estimate cost, as tied in with methods of planning the contract activities,

" in the determination of the planned level of profitability of the construction
organization. In these questions, economic science in comstruction is in
great debt to those in practical life.

When determining the expected planned level of profitability of the construc-
tion and installation organizations after the introduction of the new esti-
mate norms and prices, it would have been reasonable to expect that the
necessary conditions would be created for carrying out real cost accounting
in construction, for compensating to every normally operating construction
organization all its expenditures, and for obtaining the necessary profit.
If one considers the reduction in the profitability of the construction or-
ganizations during the period after 1975 basically as the result of the
influence only of the price-forming factor, one could expect that the intro-
duction of the new estimate norms and prices would guarantee the normal
profitability of the branch. However, in actuality, the problem is more
complicated. The computations made by economists indicates that, in the
overall reduction of the profitability of the organizations during the pre-
viously indicated period, the share of the price-forming factors is no more
than one-third. The remaining two-thirds are a consequence of factors

that are in the sphere of .construction production.

The increase in the noncompensable production costs in construction during
recent years is linked to a definite degree with the nonfulfillment by the
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construction organizations of the plans for activating the projects and
production capacities, and the assignments for the increase in labor productivi-
ty, and also with the increase in the nonproduction expenditures, the volumes
on nonplanned operations, and other factors. Under these conditions it would
be a simplification to expect that the changeover to the new estimate norms
and prices, in and of itself, would guarantee the achievement of normal
profitability. For the attainment of that goal, the comnstruction ministries
must intensify, for all sectors of production activity, the work that is
aimed at the complete saving of material, labor, and financial resources, and
they must develop and carry out a series of measures that are aimed at
reducing the production costs of construction and installation operations.

The new estimate-norm base reflects a number of fundamentally new methodologi-
cal principles. For example, when evaluating the transportation expenditures,
the estimate prices took into consideration the real and economic transporta-
tion schemes, refining on a new basis the boundaries and composition of the
territorial regions in which the estimate prices were in effect, etc.

New systems of estimate prices have found broader application. In particular,
the base estimate prices: of the single republic or oblast level were used for
the first time on the entire territory of Belorussian SSR and in a number of
oblasts of Ukrainian SSR and RSFSR.

For the first time in the practice of determining the estimated cost of con-
struction, a generally mandatory system of estimate prices and unit cost
rates is being created, which system encompasses all the regions of the Far
North and areas equated to them, where previously, as a rule, departmental
norms were used. With the completion of the creation of estimate norms and
prices for those regions, the involvement of our country's entire territory
in a system of estimate norm lists that were based on a single methodological
base was also completed. Thus, in capital construction one will see the
logical completion of the tendency that was begun in 1982 in industry --
the tendency of extending into that territory the principle of generally
mandatory wholesale prices. '

[ ]
During recent years automated systems for preparing estimate documentation
with the use of electronic computers Have become widespread. As a result of
the changeover to the new estimate norms and prices in construction, the
problem of converting those systems to a new norm base has arisen. This
is also taking on special importance because the overwhelming majority of
the large-scale construction-planning organizations, which make wide use of
automated systems, carried out a corresponding reorganization of the
structure of.their estimate subdivisions and a .return --= albeit for a
limited period -~ to the manual preparation of estimates could lead to
considerable complications. Out of a number of systems that were in operation,
the most promising ones were selected: AVS-ZYeS, VSA-Z6YeS, and Kompas.

The latest programs in those systems were debugged, an information base on
machine carriers was newly created for them, and the first two systems have
already been accepted by a commission of USSR Gosstroy for practical use.

In September 1983, practically speaking, one saw the completion of the
transfer of the programs in those systems and their informational software to
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the base construction-planning organizations in the ministries, departments,
and union republics, which were given the responsibility of extending ‘those
systems to other constrgétion—planning'organiZations in the appropriate
branches. ' S '

A new stage in the development of methods of the automated elaboration of
estimate documentation is the creation of the unified estimate-norm base

- (USNB) on machine carriers, the use of which opens up great opportunities

in the use of the information contained in the estimate norms, for purposes
of planning within the economy and the preparation of production. The use
of the USNB provides the opportunity, simultaneously with the preparation of
estimates, to issue information concerning the need for material resources,
labor expenditures, the estimated total of wages, and expenditures of
machines and machinery. 4

The Kompas program is oriented at the use of the USNB. At the present time
that program has been accepted for experimental operation and, after the
completion of the elaboration of the USNB, in the first half of 1984, will
be transferred for practical use to all the interested organizationms.

Thus, the result of the work linked with the changeover. to the new estimate
norms and prices in construction, which work was done by USSR Gosstroy, NIIES
of USSR Gosstroy, the USSR ministries and departments, and Ehe union repub-
lics has been the renovation of the entire estimate-norm base to be used

for determining the cost of construction and the planning of capital invest-
ments. :

The second stage of this large and extremely important job stipulates the

- recomputation, on the basis of the new norms and prices, of the, estimated
cost of construction and installation operations and equipment by the indi-
vidual construction sites that are being carried over into 1984. The USSR
ministries and departments and the councils of ministers of the union repub-
lics are supposed to organize the precise fulfillment of that work, carry
out supervision of the observance of the correctness and level of change in
the estimated cost, and simultaneously eliminate the possible errors or
violations, and guarantee its fulfillment within the established deadlines.

At the concluding stage the customer ministries and departments, in accordance
with a program that has been coordinated with USSR Gosstroy and USSR Gosplan,,
must generalize the results of the recomputation of the project estimates

and local estimates on the basis of the unit cost rates and estimate prices,
and must carry out a detailed analysis of the derived data and submit
objective reports, containing a substantiation of the reasons why any

actual indexes deviate —-from the computed ones. On the basis of the .analysis
and generalization of these reports, USSR Gosstroy and USSR Gosplan must,

in the first half of 1984, report to USSR Council of Ministers the composite
data concerning the change in the level of the estimated cost of construction
for all branches of industry and the national economy. ‘ -

The economic results of the changeover in construction to the new estimate

norms and prices, if they are viewed in the aspect of the national economy,
consist primarily in that they provide a more reliable evaluation of the
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CONSTRUCTION PLANNING AND ECONOMICS

" INTERVIEW, €TATUTE -3 TITTOVEML T OF CONSTRUCTION ORGANIZATION

i jg» ‘f : Rf;ulations-Discussed;
‘Moscow STROL “L' in'* . R 9, Sep 83 pp 6-8 \
[Interview with Bori: e, sonov Demidenko, chief of Murmanskglavsnab
[Material and Technic = ©ly of M ansk Administration/, by STROITEL' cor-
respondent: "Mummansk:. .~ab. The * mprehensive Delivery of Supplles ‘to Con-
struction Projects"; date and p.. - ot given/ '

- [Fext/ "Create the conditions for the unlversal disse-
ningtion of the multi-skilled, flow-line brigade con- -
tract, based on raising the level of engineering prepa-

- ration and the delivery of complete production—engineer—

Cing sets "

Basic Directions for the Economic and Social De-
velopment of the USSR during the Years 1981—-1985
and for the Period to 1990

In the Statute on .the Integrated Flow-Line Brigade Con-

- tract, which went into effect on 1 July of the present

year, it is emphasized that the administration, planning,
accounting, and delivery of complete production-engineering
sets must be carried out directly to the consolidated con-
struction brigade. Moreover, in accordance with the decree
of the CPSU Central Committee and the USSR Council of Minis-
ters "On Improving Planning and Strengthening the Influence
of the Economic Mechanism on Increasing Production Efficien-
ey and Work Quality," it is noted that, under the conversion
of construction projects to a system of comprehensive supply
of materials, based on requisition orders from the construc-
tion and installation organizations in accordance with their
needs as determined by -the plans and estimates, the delivery
of complete production-engineering sets should be carried .
-out through the territorial organs of material and technical
supply.

In Murmansk Oblast since 1970 the main territorial adminis-
tration of USSR Gossnab has taken upon itself the functions
of the comprehensive delivery of all types of material re-

sources to the construction projects in accordance with the
following schematic-' "From the warehouses of
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'”Murmanskglavsnab to the construction projects." Our'spedial'coxrespdndent'mét
 with the chief of Murmanskglavsnab, Boris Panteleymonovich DEMIDENKO and asked
him to tell us about this experiment. ‘ o : -

" Correspondent: What was it that brought about the restructuring of the supply
- _system? ' : . o o S ‘ . .
B. Demidenko: The sharp growth in the volumes and the rise in the level of the

industrial nature of construction were being held back by the organization of
the delivery of material and technical supplies. By the traditional schematic .

. material resources arrived by transit or from our bases to the UPTK /Adminis-

- tration for the Delivery of Complete Production-Engineering Setg/ warehouses
of the construction trusts, then, as the needs arose, were . - shipped to the
SMU /Construction and Installation Administration/ warehouses with subsequent
deliveries to the project warehouses and the construction sites. - '

Multiple‘iraﬁsshipments 6f goods, the low level of fechnicai equipment at’ware-v'
. houses prolonged the time periods for the delivery of materials to the pro-

jects, led to considerable lossesof materials from breakage and spollage, and,
as a result, to an unjustifiably high level of turnover expenditures. It fre-

. quently used to turn out that one construction project would have surpluses of,

let's say, cement, metal, or lumber, while another one did not have enough of
them. To lend these materials among neighbors was difficult--being hindered
- by bureaucratic barriers. ‘ ' ' : T

- The situation Was ‘made worse by the fact that the Polar regions have prac-
- tically no large bases of their own for producing building materials. We ship
. cement, glass, slate, finishing and many other materials in from other regions

. of the country. Lack of confidence about the future used to compel. suppliers

to be tight-fisted even in those cases where there was no need for this. As a
result, the warehouses piled up a great amount of some products and materials,
arid were short on others. Thus arose the following paradox: although in toto
there was fully enough of everything, they were, nevertheless, falling behind
- in meeting the needs of the construction organizations.. S

Correspondent: Wherein lies the essenée of the restrucfuring of the system
for providing deliveries to the oblast's construction'prpjects?

‘B. Demidenko: After thoroughly analyzing the existing schematics, Mummansk-

~ glavsnab and Glavmumanskstroy Murmansk Construction Main Administration/ pro-
. posed to create a system, new in principle, for delivering material and techni-
cal supplies to construction. Our idea was supported by the party oblast ‘com-
mittee, USSR Gossnab, and the USSR Ministry of Construction of Heavy Industry
Enterprises. o ~ o . :

The essence of the system consists of the following. A1l the material resour-
‘ces of the trusts are concentrated at the bases and warehouses of Murmanskglav-
‘snab, which has assumed all functions pertaining to the comprehensive delivery
of supplies to construction in the oblast. Materials and products are deli-
vered to the projects in a centralized manner, directly from these bases and

. warehouses in accordance with weekly and daily schedules agreed upon with the

" 'builders. The supply services of the trusts, the DSK [Home-Building Combinq],
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and the SMU operating parallel with the Murmanskglavsnab organizations have
been eliminated, and their fixed capital, labor jurisdictions, operating re-
serves, etc. have been transferred to the Murmanskglavsnab organizations. The
trusts retained only the functions of determining the needs, distributing the
funds, hiring personnel for the projects, and working out schedules. Special-
ly.created personnel departments are now engaged in these matters in the
trusts.

At the base of the abolished UPTK of the construction trusts, as well as those
of the previously existing commodity departments, the following cost-account-
ing, specialized sub-divisions have been organized in the main administration:
Murmanskstroysnabsbyt [ﬁurmansk Administration for Construction Supply and .
Saleg/, Monchegogorsk UPTK, and the Zapolyarstroysnab [?olar Region Construc-
tion Supply Adminstratioq] Office.

Correspondent: How did the work proceed on restructuring the system?

B. Demidenko: Glavmurmanskstroy handed over to our material and technical sup-
ply administration 293 personnel units of workers of the main supply adminis=-
tration, 26,000 square meters of storage areas, and approximately 2.5 million
rubles of working capital. It seemed to many persons at the beginning that
the "loss" of the warehouses by the trusts would make the work of the construc- -
tion sub-divisions more difficult and make them dependent upon the caprices of
the suppliers. But these dangers proved to be in vain, inasmuch as now the
builders themselves determine their own needs, and our specialized administra-
tion merely carries out their oxrders.

Furthermore, we have undertaken a number of measures for introducing the up-to-
date technology of warehousing materials, mechanization of operations, and
raising the level of utilizing storages areas. As far back as 1970 all mate-
rials with the same designation were concentrated in specialized storage areas;
12,800 pallets, 1,300 containers, and 4,100 units of metal shelving were ma-
nufactured. The coefficient of using the storage areas tripled. In the load-
ing and unloading operations 28 electric, fork-lift trucks were used, and this
allowed us to eliminate one of the three loading and unloading sections in Mur-
mansk and a section in Nikel,'as well as freeing up about 100 persons, i. e.,
more than a fourth of the personnel taken over from Glavmurmanskstroy. '

The technical degree of equipment of our sub-divisions has constantly grown.
They already have in circulation now 22,500 pallets and 5,845 containers;
18,400 units of metal shelving have been installed in the warehouses and at
the bases. The pool of load-hoisting machines numbers 124 units.

| The warehouses now constitute a unique kind of rear-line enterprise for the
construction projects; extensive use is made here of the means of mechaniza-
tion, while all the required conditions for storing materials have been cre-
ated. It could be said that a genuine industrialization of the warehousing
system has otcurred, and the standards of work: have gone up immeasurably. All
kinds of materials are stored in specialized rooms or in well-equipped areas.
The warehouses contain multi-tiered shelves, containers, and pallets. The ma-
terials are moved not by hand, as was the case before, but with the aid of
cranes, truck-mounted loaders, power trucks, and other machines. The level of
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'the mechanization of loading and unloading operations has risen by more than
a third and now amounts to 87 percent.

Correspondent: How is the new system being carried out in practice?

B. Demidenko: On the 25th of every month the departments in charge of making
" deliveries of complete sets to trusts present schedules of the shipment of
technical materials for the following month. These schedules indicate the
names of the materials in a specific form, the amount, and the project and day
of the delivery. On the 25th and 26th in the commodity departments of Mur-

. manskglavsnab's specialized administrations the schedules are checked against
the stocks, the presence of the materials in the warehouses is ascertained,
along with anticipated incoming shipments. Then, after approval by the su~
pervisory officials, documents are drawn up for the release of the materials
and their delivery to the customers within the agreed-upon time periods.

If the trusts have provided good grounds for an increased need, the delivery
of the materials is advanced with a subsequent crediting of the resources.

The documents together with the schedule are sent to the bases and to the ope-
rational-dispatcher department for verification. At the bases commodity-
transport documents are drawn up, and the goods are prepared for shipment to
the construction-installation sites.

On the day indicated on the schedule the materials are delivered to the pro-
ject by a driver-expeditor. The goods are delivered by trucks equipped with
‘radio telephones; receiver radio stations have been set up at the bases. The
fact of the goods being received at the project is certified by the signature
of a responsible official and a stamp. ‘ .

In case the course of the operations is delayed or by virtue of some other

production necessity there is a change in the schedule, the dispatcher of the
construction trust, after officially making the appropriate notatlon in a spe-
cial journal, informs the dispatcher of the commodity administration about the
postponement of the shipment day. Changes in the schedule are accepted no la-
ter than 24 hours before this day. In an analogous way materials are shipped
which are subject to transfer to sub-contracting organizations. )

Correspondent: What organizations of the oblast are being supplied in accgrél
dance with the new system? . '

B. Demidenko: The Murmanskzhilstroy, Murmanspromstroy, Kol'stroy, Olenegorsk-
tyazhstroy Trusts, the Murmansk DSK, the Remstroymash Plant, the Stroykonstruk-
tsiya Combine, the Zapolyarnenskiy, Monchegorskiy, and Olenegorskiy Reinforced-
Concrete Products Plants. Of the .total volume of constructlon and "installation
operations in the sum of 224.5 million rubles carried out by the Glavmurmansk- '
stroy, 132.3 million are accounted for by these organizations.

Now we intend to convert to the new system of supplying the Apatitstroy and
Kovdorstroy Trusts, as well as the Apatitskiy and Kovdorskiy Reinforced-
Concrete Plants. . . .
Correspondent: It seems evident that delivery of complete sets of supplies
to a DSK requires a special approach. Is that right?
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B. Demidenko: Certainly. The broad scope of multi-storey home-building in
Murmansk and the conversion of housing construction to the assembly-line me-
thod have required more-improved forms of supply, ensuring the synchroniza-
tion of deliveries with the installation of projects. For this purpose, stan-
dard schedules for the delivery of technical materials have been worked out
for each series of houses. They have specified everything necessary for each
day of installation, as well as the type of container for supplying a complete
set of materials. Furthemrmore, they are closely connected with the network
construction schedules.

' The container with the calculated amount of materials is delivered to the Pro-
Jject on the installation days, as strictly specified by the schedule.

The reciprocal action between contract and supply is organizationally ensured
in the following manner: upon completing operations of a zero cycle, the
home~building combine sends us a special "signal," which indicates the planned
deadline for the beginning of work on erecting the house, along with data on
hoisting machinery and approach roads at the project. This "signal" is a do-
cument, on the basis of which all the supply services begin to deliver the ne-
cessary structural components and materials.

Gorrespondent: What-are the principal advantages of the existing system?

B. Demidenko: A brief answer could be given as follows: it has become pos-
sible to provide greater volumes of delivery with less resources.

This yields a nass of advantages. Above all, objectivé conditions have ap-
peared for a high turnover rate of valuable items, for the most part, basic
building materials and products.

They are renewed as many as 6--8 times a year--a task beyond the capabilities
of the UPTK's of even large construction trusts.

The relatively limited nature of the resources of a single UPTK does not per-
mit the maintaining of reserves in a constantly wide assortment and, thus, the
reliable guarantee of supplies. But increasing the reserves inevitably slows
down the turnover rate of funds, freezes them, and, therefore, worsens the
financial condition of the construction organization.

The new form of organizing the delivery of supplies to construction projects
has allowed us to reduce the leftovers of material valuables and free up a
portion of the working capital. Now the construction sub-divisions, even when
regularly over-fulfilling the plan, are contained within the fund norms.

Substantial changes have also occurred within the supply service itself.
Thanks to the rise in the level of labor organization, along with the mechani-
zation of loading, unloading, and warehousing operations, 115 persons have =
been freed up, or 23 percent of the number of workers received from the con-
struction organizations. The standard vavings on the wage fund have amounted
to 250,000 rubles. »
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Providing the construction projects with supplies of materials directly from
the UMTS [ﬁaterial Technical Supply Administratioq/ bases yields a great eco-
nomic effect. Reducing the losses of materials in &arrying out loading and un-
loading operations, transport, and storage allows us to save more than 100,000
rubles per year. Furthermore, the difference between today's warehouse mark-

" up, as raised by the Murmanskglavsnab organizations, and the previous de facto
‘working expenditures in the former UPIK's and KMT's [Offices of Material and
Technical Supply/ yields an annual saving of 800,000--900,000 rubles. '

On the whole, 12 years of operating in accordance with the new system have pro-
vided, according to our calculations, a saving of funds totaling more than 15
million rubles. And, finally, the most important thing. Concentration at spe-
cialized warehouses and bases of the principal mass of reserves of building ma-
terials has allowed the UMTS to effectively switch about resources, to uninter-
- ruptedly and smoothly ensure construction production. The precise delivery of
goods has provided for smooth operations at the sections of construction su-
perintendents. There has been an increase in labor productivity. Foremen and
~ construction superintendents, having freed themselves from concerns connected
with "scraping up" materials, are paying more attention to the organization of
operations and their quality.

Also of great importance is the moral factor--the builders' confidence in the
unconditional guarantee of delivery of material resources to the construction
projects. You know, the new supply system guarantees the smoothness of deli-
veries, facilitates the introduction of advanced technology of construction
production, and, of course, the integrated, flow-line type of brigade .
contract. : :

Correspondent: The trust UPTK's accord a great deal of attention to increas-
ing the plant manufacture of products and materials; they have transferred ma-
ny operations to the production workshops. How is this problem being solved
under the new system? :

B. Demidenko: The Murmanskglavsnab has actively sought out new ways to reduce
expenditures and speed up construction. Today construction projects need noi simply
supply materials in the necessary amounts and at the specified times; they !
need materials possessing a high state of readiness for installation. For
this purpose we organized workshops in our own sub-divisions for rendering
additional services. Carried out here today is the welding of linoleum floox
coverings, the manufacture of small blocks for large-pariel home construction,
the cutting of glass according to the dimensions assigned, the manufacture of:
drains, moldings, and other items made of roofing steel, the preparation of
tints, spachtlings, pastes, lubricants, the making of strap-type slings, the
cutting to order of floor boards, and packaging them in sets with bolsters,
making up sets of carpentry items, etc.

Thesé services yield an annual savings to the builders amounting to 500,000
rubles.

There is also more extensive delivery of materials to projects in returnable

containers and pallets. More than 10 types of containers have been developed
in which soft roofing materials, radiators, ceramic and facing tiles, glass

44



and glass blocks, cast-iron sewer pipes, section-shaped joining parts, bricks,
and other products are delivered directly directly to the projects.

With the conversion of the Murmansk DSK to the new procedure of ensuring deli-
veries, the expansion of services has proceeded along the line of delivering
individual materials in sets for a room, apartment, or section, as well as
items with an increased degree of readiness for installation. Thus, taking
into account the serial nature of the houses being erected in Murmansk, Mur-
manskstroysnabsbyt makes up 21 packages of carpentry items and floor boards,
designed for a room, apartment, or section, and delivers these packages in con-
tainers to the installation sites. : :

Also delivered to the DSK workshops and the projects in a state of readiness
for installation are packages of rock-wool panels, tin items (drainpipes, mold-
"~ ings, cases of air ducts,‘etc.), structural and ornamented glass, cut to the
dimensions’ ordered, slate for balcony railings, tints, spachtlings, etc.

By special agreement a procedure for returning the containers by passing trans-
port has been set up. In case they are held up in excess of the agreed-upon
time period, they are returned by the transport means of the construction
administrations. - '

Correspondent: Here it has already been mofe than 12 years that ,complete seis

of items have been delivered to the construction projects directly from the
Murmanskglavsnab bases. During this period, of course, problems hindering the
system's further development have been ascertained, and ways have been out="
lined for solving them....

"~ B. Demidenko: Yes, there'are quite a few difficulties. For example, our ex-
periment at providing material and technical supplies to the construction pro-

jects was approved by the Murmansk Obkom of the CPSU and supported by USSR Gos--

snab. Its advisability is also borne out by practical experience, which has
demonstrated the advantages and effectiveness of the new method. However, its
further, broader introduction is occurring rather slowly.

The USSR Ministry of Construction of Heavy Industry Enterprises is allotting
the Glavmurmanskstroy material resources with a calculated norm of 1 million
rubles of SMR /Building Material Resources/, taking into account the decreas-
ing adjustment coefficients, but without taking into account the projects and
- work volumes being planned de facto. This leads to a situation whereby in cer-
tain areas there is an excess of stocks (slate, non-standard sheet metal, or-
dinary-quality wire), while in other areas there are obviously not enough of
them (galvanized steel, cast-iron sewer pipes, etc.). In our opinion, the 1li-
mit of the resources should be determined by the consumer, in conjunction with
" the territorial organ of USSR Gossnab, and they should be acquired in complete

accordance with the planning and estimate documentation and the approved plans
for the SMR. S :

Furthermore, in order to detemmine the needs for material and technical re-
sources in accordance with the plans and estimates, the construction organiza-
tions should have within the body of the plan for each project information
about the required materials, items, and structural components with their
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distribution as to the time periods of delivery in accordance with the plan
of the construction organization. Today there are no such limit charts, and
this undoubtedly complicates the supply and monitoring of the effective and
economical expenditure of material resources.

And there is still more. In our opinion, there must be a strengthening of the
material motivation on the part of suppliers for constantly improving the
"feeding" of construction projects. For example, we should transfer to the
.supply organs that portion of the bonuses which previously used to be re--

" ceived by the workers of the UPTK trusts. For this to happen, only the agree-
ment of the construction ministries is required. But for some reason they
have been slow in deciding what would seem to be an obvious question.

Nevertheless, I think that these problems can be solved. Our experiment in
supplying complete sets to construction projects, an experiment which has gi-
ven.an outstanding account of itself not only in Mummansk Oblast but has also
undergone "polishing" at many large-scale construction projects, will find
widespread dissemination. ‘ :

At the June Plenum of the CPSU Central Committee, among other top-priority
tasks, the intention was stated of "ensuring the well-adjusted, unceasing ope-
_ration of the entire economic :mechanism....”" Our experiment has undoubtedly
pointed toward a solution of this problem. At least the facts bear witness to
the fact that the high economic effectiveness of the system has facilitated a
considerable rise-in the level of the construction production organization.

COPYRIGHT: Stroitel', 1983

_ » Statute on Céhstruction Organization.
Moscow STROITEL' in Russian No 9, Sep 83 pp 8-9

[Zrticle‘eontaining “Provisional Statute on Procedure for Planning and Cérry-
ing Out Economic Experiments in Cpqstructiont7

[Text/ Designated at the November (1982) and June (1983)
Plenums of the CPSU Central Committee as being among the
chief tasks was the necessity for the most rapid possible
introduction into production of the achievements of sci-
ence. Further increase in the effectiveness, for example,
of capital construction is connected, to a considerable de-
gree, with improvement in the administration of the sector
‘and with the search for new economic solutions. It is cor-
rect to say that an experiment conducted on a scientific ’
basis is the prologue to a rapid and widespread introduc-
tion into practice of up-to-date scientific developments.

The VNIPI /All-Union Scientific Research and Planning In-
stitute/ for Labor in Construction of USSR Gosstroy, on the
basis of a study of practical experience, has worked out a
Provisional Statute on Procedure for Planning and Carrying
Out Economic Experiments in Construction, the use of which
will facilitate improvement of this sector's economic
mechanism.
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1. General Positions

1.1. The economic experiment is a test verification--scientifically set up un-
der precisely considered conditions--of proposals presented in the form of ap-
proved methodological documents (methodological directives and recommendations)
with regard to improving the economic mechanism and organlzatlonal structures
of admlnistratlon in the sector.

1.2. The object of this experimental verification consists of proposals re-
garding the improvement of the economic mechanism or its elements, the organi-
zational structures of administration and the methods of economic mutual rela-
tions among the participants in construction. ' '

1.3. The economic experiment is being carried out with the following goals in
mind:

1.3.1. To detemmine the influence of the proposals being recommended with re-
spect to reducing the length of time required for construction, the increase
in labor productivity, product quality, the efficient utilization of produc-
tion stocks of material, labor, and financial resources, intensifying the sav-
ings system and eliminating losses in construction, manifesting- the stimulat-
ing role played by the price forms of wages, etc.

1.3.2. To accumulate experience in applying the proposals being experimented
upon and to reveal the conditions for the widespread introductions of innova-
tions into construction practice.

1.3, 3 To complete the process1ng of the necessary methodological and norma-
" tive documentation, including the establishment of the nature and contents of
the changes in the legislative acts. :

1.4. The procedure for preparing, planning, and carrying out economic experi--
ments in construction pertains only to those .tests the conditions for conduct-
ing which must be approved in the Union organs. '

2. Procedure for'Presenting and Selecting Proposals for the Plan

2.1. Proposals for conducting economic experiments may be presented by all
participants in construction: construction-installation organizations and
those equivalent to them, customers, enterprises of the construction industry,
mechanization, and truck transport, planning and scientific-research organiza-
tions, main administrations, individual persons, as well as construction minis-
tries and departments, and the Gosstroy's of Union republics.

2.2. Depending on the essence of the economic' test, the proposals are sent to
the following pilot scientific-research institutes of USSR Gosstroy: the
VNIPI of Labor in Construction (107078, Moscow, B-78, Novaya Basmannaya, 21),
th§ NII of Construction Economics (117331. Moscow, B-331, Vernadskiy Prospect,
29 .
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2.3. Selection of proposals is based upon their timeliness and prospects;.to
be determined by the principal thrusts of the plan for the economic and social
development of the sector. ' '

2.4, _A proposal must set forth the following: the object, purpose, problems,
and conditions of the experiment, with an indication of the hypothesis of the
innovation along with its proposed effect.

. 2.5. Preliminary examination of the proposals is carried out by a department
or group of specialists of the pilot institute, with the involvement of wor-
kers from the construction ministries, organizations, and enterprises
concerned. :

2.6. All proposals regarding the conduct of economic experiments are examined
in the Learned Council (Section) of the pilot economic scientific-research in-
stitute in accordance with its specialization structure.

2.7. The Learned Council (Section) reaches a conclusion regarding the feasi-
bility of carrying out the test, the facilitles for conducting it, and the 1li-
mits of experimentation. Herein it is taken into consideration that complete
amounts of data on certain proposals frequently may be obtained only after the
conduct of the experiment itself.

- 2.8. Differences of opinion which come up during the course of discuésing‘the
 proposals in the Learned Council of the institute are referred for a decision
to the appropriate department of USSR Gosstroy.

3.. Development and Examination of Methodological Materials

3.1. A positive conclusion by the Learned Council of an institute or the ap-
proval by a department of USSR Gosstroy with regard to a proposal which has
been presented constitutes the basis for developing the methodological materi-
als of an economic experiment. ‘ : '

3.2. Methodological materials must include the following: .
a draft of the methodological directives with a detailed exposition of
the essence of the test;
an explanatory note with an elucidation of the problems;
status of the problem; -
goals and tasks;
facility for experimentation;

a working hypothesis of the innovation and its effectiveness;
a calendar plan for conducting the test;

a plan for coordinating the participants in the experiment;
methodology for analyzing the results of the experiment;

a form for completing the work. o

3.3. The draft of the methodological materials of the experiment belng con-

. ducted upon the proposal of the initiator is worked out by the authors in con~-
junction with the workers of the appropriate department of the pilot institute.
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3.5, The topic of the developed draf£ for the methodological materials of the
economic experiment is included in the sectorial programs as well as the five-
year and one-year plans for the scientific-research work of the pilot

institute.

3.6. The topic of the prepared draft for the methodological materials of the
economic experiment is financed by means of budget allocations. :

3.7. The draft for the methodological materials is examined in the Learned
Council of the pilot institute in conjunction with representatives from the
concerned construction ministries, departments, and the Gosstroy's of the
Union republics for the purpose of approving or rejecting it.

3.8. Differences of opinion which arise during the course of discussing the
methodological materials are examined by the leading officials of the appro-
priate department of USSR Gosstroy. , . ) A

4. Coordination and Confirmation of Methodological Materials

4.1. The drafts for the methodological materials are presented by the pilot
institute to the appropriate departments or administrations of USSR Gosstroy.

4,2. The department of USSR Gosstroy, in conjunction with the institute, car-:
ries out.. - ", the preliminary coordination of the draft for the methodolo-
gical materials along with Union committees, ministries, as well as the appro-
priate construction and other organizations. :

4.3. The methodological materials, together with any possible differences of
opidion, are sent by USSR Gosstroy to the MVK /Inter-Departmental Commission/
under USSR Gosplan. They must contain a draft of the methodological direc-
tives, an explanatory note, ‘the decision of the NII Learned Council and that
of USSR Gosstroy, and the draft of the decree by the MVK under USSR Gosplan
with regard to the confirmation of methodological materials.

4.4y, The methodological materials, as confirmed by the MVK, are sent to the
pilot institute and to the other participants in the experiment.

5, Plan for Carrying Out and Implementing the Experiment

5.1. The topics of carrying out the economic experiments after the receipt of
the confirmed methodological materials are included in the sectorial programs,

‘the five-year and one-year plans of the pilot institute's scientific-research

projects.
5.2. The topics of carrying out the economic tests are financed by means of
budget allocations.

5.3. After the confirmation of the one-year plan of scientific-research pro-
jects the pilot institute, in conjunction with the co-performers, draws up a
working program for carrying out the experiment, a program which makes provi-
sion for the following factors: ‘
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a procedure for organizing personnel training for the participants in the
experiment; - .

calendar time periods and sequence of implementation of individual pro-
jects for the entire experiment; . '

a consolidated plan for carrying out individual projects, a list of assign-
ments for the performers with an indication of the time periods, costs,

and types of materials to be presented. .

' 5.4. Carrying out the experiment is ensured by the concerned organiéations of
the sector under the methodological supervision of the pilot institute and the
co-performers‘

5.5. The successful conduct of experiments is facilitated by the holding of
seminars and conferences, inspections and exhibits, the creation of consulta--
tion centers, the publication of information sheets, articles in the periodi-
cal press, etc. ‘ . : .

5.6. Analysis of the progress and results of the experiments is conducted on-
the basis of a simultaneous presentation of statistical reports on existing
and specially developed forms. The work is organized by the economic services
of the participants in the experiment, and the materials of the analysis are
presented to the pilot institute. . , ‘

5,7. The results are evaluated by means of comparing the respective indica-
tors before and after the experiment, as well as comparing control objects . ..
with the ones being experimented on. As a result, the necessary conditions
are being defined which will determine the positive influence of the economic
experiment on economic activity. .

5.8. The pilot institute and the co-performers regularly, at least once a
year, examine the results of conducting the economic experiment. The "insti-
tute reports the results of the examination to a department of USSR Gosstroy.

5.9, During the course,of an experiment the pilot institute and the co-per-
formers may make proposals regarding the improvement of its conditions. Pro-
posals which alter the initial essence of the test must be approved in the pro-
cedure set forth above. :

5.10. The results of conducting the test are reported by the pilot institute
to the department of USSR Gosstroy. The report sets forth the essence of the
test, a brief characterization. of its results, and the appropriate recommenda-
tions. Both positive and negative test results are important for further im-
proving the economic mechanism and the organizational structures of an admi-
nistration. The pilot institute executes an account of the results of
experiments. .

5.11. Proposals with regard to improving the economic mechanism and the orga-
nizational structures of the administration in this sector, verified in a test
procedure and evaluated positively, constitute a reserve for the inclusion in
the draft decrees of the directive organs in the interests of universal
introduction. . - E

5.12. Thé‘P&oE;aﬁfé”éef'fégtﬁ above for ﬁieparihg,Apianning,wand carrying out
tests is also being extended to comprehensive economic experiments.
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CONSTRUCTION PLANNiNG AND ECONOMICS

NEW APPROACHES TO CONSTRUCTION ECONOMICS ADVOCATED
Moscow EKONOMIKA STROITEL'STVA in Russian No 10, Oct 83 pp 3-7
[Article: "Actively Formulate‘a New Type of Economic Thinkingﬁ/

[Text/ The decisions of the June (1983) Plenum of the CPSU Central Committee
and the speech at the Plenum by the General Secretary of the CPSU Central Com-
mittee, Comrade Yu. V. Andropov, set forth universally well-grounded basks,

~ almed at the immediate and long-range future, in the cause of building commu-
nism, forming the new man, in the struggle for peace and social progress. )
Outlined here was an extensive program of specific, practical measures, called
upon to intensify the jdeological-political and moral tempering of Soviet peo-
ple, as well as to ensure the further upswing of their cultural level. Occu-
Pying an important place among these measures is the task of actively forming
a new type of economic thinking, aimed at initiative and at the socialist en-
trepreneurial spirit, at increasing responsibility and the creative search
for ways leading to the best end result for the national economy with the
least possible expenditures. : o
This task is likewise extremely urgent for capital construction, where the
prerequisites are being created for implementing the achievements of scienti-
fic and technical progress in the national economy. During the first six
months of the current year alone the putting into operation of fixed capital
by means of state capital investments exceeded 36 billion rubles, which is
2.9 billion rubles more than during the first six months of last year.

State capital investments, which reached 57.9 billion rubles, increased by
3.5 billion rubles in comparison with the first six months of 1982. The com-
mercial construction output of the construction-and-installation organiza-
tions amounted to 21 billion rubles. Its increase over the comparable period
came to 8 percent, while that of the volume of contracting operations was L
 percent. Labor productivity grew by 2.8 percent.

Along with certain positive shifts which have taken place recently in con-
struction, there are still quite a few problems and shortcomings. Thus, the
organization of construction production is still being perfected too slowly;
‘many contracting organizations are still not coping successfully with the

"~ plans for construction-and-installation work or the putting into operation
of start-up projects. The second half-year is the most intensive, requiring
the maximum concentration of efforts and funds to ensure the 1983 start-up
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program, along with the putting into operation of production capacities and
projects of top-priority importance. Moreover, it is absolutely necessary to
fulfill the plans for housing and cultural-everyday-service construction in
accordance with the decree of the CPSU Central Committee adopted with regard
to the given question.

" Particular attention must be accorded to construction projects linked with
the solution of the major national-economic problems, as defined by the 26th
CPSU Congress. These include construction of projects for the agro-industrial
complex, increasing the capacities for producing mineral fertilizers, manufac-
_ turing farm machinery, the food and processing sectors of industry, stepping
up work with respect to rural construction, particularly in the Non-Chernozem
7one of the RSFSR. It is also necessary to overcome as rapidly as possible
the lag in building enterprises of ferrous and non-ferrous metallurgy, the
fuel-and-energy complex, as well as in the development of capacities for turn-
ing out consumer goods. '

The main thrust with regard to carrying out the above-indicated tasks compri-

ses the following: a considerable expansion of the scope of retooling and re-
novating operating enterprises, a broad-based introduction of the achievements
of scientific and technical progress and advanced experience in construction,

economizing on labor and material resources, increasing the responsibility of-
personnel for the task entrusted to them, strengthening labor and performance .
discipline, and improving political and educational work in labor groups. :

‘A no-less important task is the mastery by this sector's workers of economic
theory and methods of effective management at the stage of developed social-
ism. Tts solution must be the target of efforts by the labor groups of the
construction organizations and administrative organs, scientific and educa-
tional institutions, the leading officlals and specialists of*this sector,
propagandists of the economic educational system, the sectorial press, and
other mass information media. : ' ]

The requirement for carrying out this work actively stems from the dynanic na-
ture of the present-day economy, the enommous scope of production, the need
to increase the effectiveness of all sectors of the national economy, product
quality and work. .

Labor groups are called upon to exert a decisive influence on the fommatlon
of a new type of economic thinking. The sector has quite a few examples of a
creative approach to the task at hand, a purposeful, painstaking, day-to-day
activity with regard to improving production, a fine-tuning of the elements
of competent management, which finds its expression in the posing of economic
work. This includes the widely known Belorussian experiment, the Orlov "con-
tinuous action," the centralization of administrative functions, the inte- ..
grated flow-line brigade contract of the Tallinn home-builders, the junction-
al method, which emerged on the construction projects of the Ukraine, non-
schedule wages, the participation of the builders in planning, and a great
deal else. The outstanding characteristic of these and other initiatives is
a lofty feeling of responsibility for the entrusted task on the part of
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progressive groups of builders, their constant striving to search for the new,
an understanding of the unalterable fact that the economy does not work auto-
matically through laws and indicators, that it requires the systematic, pur-
posefully organized activity of all employees--ranging from managers to ordi-
nary workers. Examples of such an approach are widely known in this sector.
And all of them testify to the fact that there where initiatives emerge people
do not set their hopes on directives from above; they do not wait for someone
to figure things out from the sidelines and give them hints as how best to
act, but rather they seek out the best ways to solve their own problems inde-
pendently, manifesting persistence and high principles, not yielding when con-
fronted with difficulties. ' :

Thus, for example, it is a well-known fact that it is not easy to achieve a
smooth turnover for operation of housing during the course of a year. What
is required here is not only an adjusted, long-term construction engineering
flow line, but also the overcoming of a definite psychological stereotype: it
is difficult to refrain from the temptation to "turn over" at the end of the
year an "almost ready" house, designated for introduction in accordance with
the plan for January of that of the first quarter of the next year. But now
in the practice of many advanced home-building groups--from Moscow, the
Ukraine, Estonia, and elsewhere--this problem has been solved and removed
from the agenda. This was a victory of persistence and engineering. princi-
ples, which did not allow anyone whatsoever from the outside to interfere in .
the technology of comstruction. In the final analysis it was a victory of
collective economic thinking. One could cite many organizations whose ma-
nagement methods have the inherent characteristics of economically competent
thinking. These include the following groups which are well known in the
country: the Tallinn and Belotserkovsk DSK's /Home-Building Combines/, the
Vinnitspromstroy Combine, and a number of groups within the system of the

* USSR Ministry of Industrial Construction which have adjusted their economic
work well; among the latter are Trusts No 8 of the BSSR Ministry of Industri-
al Construction, No 4 of Glavarkhangel'skstroy, Bashneftezavodstroy of Glav-
bashstroy, Promstroy Mechanization of the AzSSR Ministry of Industrial Con-~
struction, and a number of others. .

It is feasible to study the experience of these and other organizations with
regard to the operational and five-year planning of work, the organization of
intra-structural cost accounting, bookkeeping and accountability, improving
payment-and-financial discipline, increasing labor productivity, economizing
on resources, reducing the cost of construction-and-installation work, etc.;
we should also introduce this experience in a broad-based manner into the -
practice of economic work in construction.-

The construction ministries have been called upon to assist all the sub-
departmental organizations and enterprises in mastering well-recommended

forms and methods of setting up economic work in this sector, to arrange an
inter-ministerial exchange of advanced experience in this sector. And this
must be done, as was pointed out by the June (1983) Plenum of the CPSU Cen-
tral Committee, somewhat more rapidly, inasmuch as delays and red tape in dis-
" seminating advanced experience are the same as economic losses and, on a coun-
try-wide scale, are extremely tangible.
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In his speech at the Plenum the general secretary of the CPSU Central Commit-
tee, Comrade Yu. V. Andropov emphasized the following: ",..,to ensure the
well-arranged, uninterrupted operation of the entire economic mechanism--this
is both the requirement of the present day and the program task for the .
future. This is a constituent part of the overall procéss of perfecting our
social system." '

The party and the government have worked out a system of measures for improv-
ing the economic mechanism. In the sphere of capital construction these mea-
sures encompass the questions of improving the administration of capital con-
struction and construction production, planning and estimating, .planning capi-
tal construction and construction production, material and technical provi-
sions, price formation, finance-credit relationships among the participants

in construction, cost accounting, providing incentives and wages for workers
in this sector. The distinguishing characteristic of the measures indicated
above is their comprehensive nature, which also predetermines their effective-
ness. However, and this has been pointed out on several occaslons by the di-
rective organs, implementation of the positions contained in the well-known
party-and-government decree with regard to improving the economic mechanism
is - not being carried out in a satisfactory manner.

As Comrade Yu. V. Andropov pointed out in his article entitled "The Doctrine
of Karl Marx and Certain Problems of Building Socialism in the USSR," "Mov-
ing to the forefront today is the task of devising and consistently carrying
out measures capable of providing large scope of action to the colossal crea-
tive forces contained within our economy. These measures must be meticulous-
ly prepared, realistic, and so, in working them out, we must unwaveringly pro-
ceed from the laws of the development of the economic system of soclalism...
avoid any kind of attempt to administer the economy by methods which are
alien to its nature.... On the other hand, having agreed upon the necessary
measures and having adopted the appropriate measures, it is inadmissable to
abandon the cause halfway through. Everything which has been decided nmust
be carried out. This is the Leninist tradition of our party, and it is not
becoming to us to retreat from it." ' .

It is understood that the precise and complete execution of the statutes, in-
' structions, and methodological directives worked out in fulfillment of the de-
cisions taken with regard to improving the economic mechanism constitutes .
that foundation on which the economic thinking of managers, specialists, and
workers is being formed. And, in contrast, the violation of the principles
contained within the complex of measures regarding improvement of the econo-
mic mechanism and the ignoring of the laws of production cannot fail to af-
fect the attitude of workers toward the economy.

During the period after the adoption of the above-indicated decree the sec-
tor's specialists studied its statutes and learned how the individual ele-
ments were inter-acting. Thus, for example, the decree emphasizes particu- .
larly that the plans for construction-and-installation work ought to be
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balanced with tﬁe material-technical, labor, and financial resources, as well
as with the capacities of the construction organizations.

The decree also establishes that one of the conditions for ensuring the unin-
terrupted operation of the plans for capital construction, on-schedule put- -
ting into operation of production capacities and projects, as well as bring-
ing the amounts of unfinished construction into accord with the nomms is work-
ing out the title lists of comstruction projects with a break-down of assign-
ments by years; these must be the unchanging plan documents for the entire
period of construction. But in the practical experience of planning the
above-indicated title lists have still not found wide acceptance, for which
direct responsibility is borne by the ministry-clients, the planning and mo-
nitoring organs. The situation is also analogous with regard to the ques-
tions of a good balance between the plans of the contracting organizations .
with the deliveries of resources and thelr capacities. o

It is likewise high time that we solved a number of important economic prob-

lems so as t0, in fact, ensure the possibility of manifesting a socialist en-
trepreneurial spirit and creative initiative in management. Thus, it is abso-
lutely necessary to abandon the petty concern of construction organizations
in the matters of the structure of the administrative apparatus. In his
speech at the June (1983) Plenum of the CPSU Central Committee Comrade Yu. V.
Andropov pointed out the need to reduce and simplify the administrative ap-
paratus. One of the ways to implement this directive could be the establish-
ment of a long-term, for example, a five-year, unchanging norm with regard

to the wage fund of the administrative apparatus, depending on the operation-
al program. But the choice of this apparatus's structure under the specific
conditions of production--the scattered nature of construction, the number of
related industries, etc.--as well as the definition of the specific duties of
the workers, depending on the administrative functions and the actual skills
of the personnel--must be a matter for the labor group itself. In the opi-
nion of the specialists and managers of construction organizations, such an
approach promises considerable gains both in the number of personnel as well
as in wage funds. The deciding voice here is that of the USSR Ministry of Fi-
nance and that of Goskomtrud /State Committee for Labor and’ Social Problems/.

Nor can we afford to postpone the question of bringing the wage-rate system in
construction into line with present-day conditions. Establishing an effective
wage-rate system means a decisive struggle against the levelling factor in
workers' wages and against the serious violations in setting nomms which take
place. Here everything must be directed at solving the key problem in the

_economic sphere--a major increase in labor productivity. The June (1983)

Plenum of the CPSU Central Committee specifically asserted that now, under
the conditions of the scientific and technical revolution, this problem has
assumed particular importance both for our domestic construction as well as
on the international level. For capital construction, which has not ful-
filled the task assigned by the five-year plan with regard to the growth of
labor productivity, this problem is a particularly pressing one. And the re-
tarding factor here is precisely wage levelling. Just take the following
well-known example: labor productivity in builders' brigades working on the
basis of contract agreements during the five-year plan just past incréased by
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28 percenf, as contrasted wi

th approximately 2 percent in the remaining bri-

gades. But the wage level in these cost-accounting brigades was only 2.5 per-
cent higher than in the remaining brigades. It is undoubtedly true that the
precise, skillful organigation of people's labor and its wages, combined with
conscientious discipline and a creative attitude toward work, is a powerful

. ‘lever for 1lifting labor productivity.

The practical operational experience of the construction organizations under
- the conditions of the activity of the new financial-credit mechanism has also
revealed possibilities for its further improvement. What we are talking
about is that the bank enter upon a role not only as a monitoring organ but
as a genuine partner of the builders. And, of course, it is precisely at
partnership in carrying out the principal task--putting into operation pro-
duction capacities and construction projects--that the policy of replacing

clients' advance payments by

banking credit is aimed. To what extent, for

example, can we put up with a situation whereby a construction organization, _
despite common sense, 1s not extended credit by the bank because of the fact
that a client has not paid funds on schedule for financing its own capital

investments?

-Such an abnormal situation has come about, unfortunately, even on model con-
. struction projects. For example, Trust No‘;5 of Glavzapstroy [ﬁain Adnminis-

tration for Construction in Western Regions

of the USSR Ministry of Construc-

‘tion, the contractor for a model construction project--the Izhorskiy Plant--
has found itself in the above-mentioned situation on several occasions. The
builders also suffer in the case of delays in granting credit by the bank,

" when they are not at fault.

A great deal could be done by the bank likewise,

in case of a delay in putting projects into operation through the fault of

the clients, sub-contractors

The June (1983) Plenum of th

, and suppliers, by acting as a state auditor.

e CPSU Central Commitiee pointed out the impor-

tant role to be played by the economic education and training of workers in

the questions of forming the
still not sufficiently studi

new type of economic thinking. "...We have -
ed the society in which we live and work," Com-

rade Yu. V. Andropov stated in his speech at the Plenum, "nor have we fully

revealed the principles inhe
times, therefore, we have be
cally, by the extremely irra
tion is also urgent for capl
requirements of the party, i

rent in it, particularly the economic ones. At
en compelled to operate, so to speak, empiri-

tional method of trial and error." This situa-
tal construction. Here, in accordance with the
t is necessary that there be a decisive turning

of the scientific institutions toward realistic, practical tasks, toward the
new problems which life has moved to the forefront. :

New problems must also be sO
for construction. We need t
construction VUZ's and tekhn
grading skills and economic

guidance of young people. T

lved by the entire system of training specialists
o improve the economic training of students in
ikums, as well as students of the system for up-
education, along with work on the vocational
here is a great role to be played by the ongoing

economic self-education of this sector's managers and specialists, as well
as the activists in public organizations. :
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The results of the June (1983) Plenum of the CPSU Central Committee consti-
tute a new and vivid manifestation of the Communist Party's businesslike Le-
ninist approach to solving the vital problems of the present-day phase of our
society's development, a testimony to the monolithic solidarity and unity of
the Communist Party and the Soviet people. Implementation of the party line
aimed at improving developed socialism will allow us to take a big, new step
in building communism. The honorable duty and obligation of the builders is
to make their own contribution to the common cause of strengthening the coun-
try's economy.

COPYRIGHT: Stroyizdat, 1983
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CONSTRUCTION PLANNING AND ECONOMICS

NEW FINANCING PROCEDURES REQUIRE TRUST REORGANIZATION
Moscow NA STROYKAKH ROSSII in Russian No 9, Sep 83 pp 24-25

[Zrticle by A. Sal'nikov, chief of SMU-3 [ﬁonstruction and Installation Ad-
ministration-3/, Trust No 1, Glavul'yanovskstroy, USSR Ministry of Construc-
tion: "The Structure of the Trust under the Conditions of Planning Volumes
of Commodity Construction Output"/

[ﬁex@] The principal thrusts of the USSR's economic and social development
for the years 1981--1985 and for the period until 1990 have been provided for
by the radical restructuring of capital construction administration. One of
the ways for further increasing construction effectiveness is the development
and introduction of general administrative systems with the goal of further
improving the seientific-economic methods of administering construction pro-
duction. Summing up the operating experience of a trust under new economic
conditions and a profound analysis of its activity in accordance with the new
evaluative indicators has given us the opportunity to correctly determine the
effect of restructuring the work of the construction and installation trust
as a whole and to eradicate the existing serious shortcomings. The new eva-

" luative indicators require changes in the traditional structure of the trusts,

as well as a restructuring of planning and accountability methods. '

Taking their bearings from the commodity construction output, the construction
and installation trusts and the DSK's [{ome-building combineg/, engaged in

" carrying out the one-year program with regard to industrial and housing spe-
cialization, . chose to follow the course of continuous planning and flow-
line construction. But how are those trusts to operate which do not special-
ize in a particular type of apartment house , structures, and industrial fa-
cilities and which are, in their majority, not standardized, having diverse
outlays of labor and time for erecting projects? :

On the one hand, this circumstance considerably complicates the calendar plan-
ning and the load of the SMU (SU) [construction and installation administra-
tion (construction administration)/, while, on the other hand, it compells us
to conduct a search for the optimum variants of the administrative structure,
directed at the rational distribution of the productlon resources of the sub-
divisions and the time periods required for completing work on projects.

To say that all trusts, having an enomous diversity of projects énd struc-
tures, operate efficiently under the conditions of the new system of planning
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would mean to distort the truth. Let's leave aside for the time being an ana-
lysis of the economic and socio-psychological aspects of the process which
takes place in the labor groups of a trust, orientated toward commodity con-
struction output, and let's elucidate the nstructural bottlenecks" which hin-
der them from operating effectively. And just what is it in the presently ex-
isting structure of the trust which makes it jmperfect and not up to meeting
the requirements of the times? ' o

Above all, the presence of excessively weak construction organizations with
their low technical-economic indicators. The construction and installation ad-
ministrations (SMU's, SU's) have, as a rule, a limited amount of personnel re-
sources, and this exerts an extremely substantial influence on the observance
of construction schedules and the introduction of projects into operation.

This "limiting factor" allows each SMU (SU) to erect projects by proceeding
from their own possibilitles and thereby unintentionally increase the length
of time required for construction.

It is completely obvious that this is also the cause of the over-expenditure

on machinery used at the projects, the increase in the amount of automotive
transport, and the scattering of projects throughout the trust as a whole. In
connection with this, very substantial difficulties in operation have been ex- .
perienced by the administration of production—engineering recruitment, since

it is simply impossible to recruit simultaneously for L0 or more projects.

And if we take into account the fact that in each SMU the projects are not of
equal value with respect to volumes of construction and installation work,

then to create even a non-smooth flow constitutes a great difficulty.

But what solution is to be seen? Basing their efforts on the tried-and-true
experience of flow-line construction, individual organizations are making an
attempt to convert the SMU (su) within the trust system to specialized flow
lines on the basis of sub-divisions, which will engage in the non-stop perfor-
mance of a specific type of construction, jnstallation, concrete, and finish-
ing operations with an assigned degree of intensity and a precise staff of
performers. ' :

Having enlarged and concentrated the brigades in one sub-division by fields of
specialization, it would be possible to improve the administration-of produc-
tion and form the structure of the trust by proceeding from the construction-
engineering flow lines. Taken as a basis is a project whose specifics are de-
termined by the volume-planning and constructional solutions, as well as by
t+he functional purpose. On this will depend the volumes of the construction
and installation work, the cost and labor consumption of the engineering flow
lines and the time required for the stages of construction. If, for example,
the specialized flow line for performing the masonry operations turns out on
a project to amount to a staff of 60--70 persons rather than 30, then the
length of time required for this stage will be significantly less than the
norm, provided, of course, that the correct technological complement of ma-
chinery is guaranteed and that the labor-intensive processes are mechanized.
Thanks to such specialization, the construction SMU's (SU's) which.have as-
sumed the functions of performing a specific type of work with regard to all
the structures being built by the trust will become enlarged sub-divisions,
capable of independently carrying out serious tasks.
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In this case, each construction flow line will already be concerned with com-
pleting its own operations on time and turning them over as rapidly as possi-
ble to the next group. In essence, this comprises an intra-trust, multiple-
skill, engineering flow line. :

Practical experience has long ago demonstrated the following: the level of
“output in specialized brigades is much higher than in composite ones. The
very act of carrying out specialized operations creates the conditions for
utilizing permanent equipment as well as improving technology; this will have
an effect on reducing labor outlays and, thanks to improvement in the organi-
zation of production and labor--on the growth of output. o

In principle, the variant solutions of flow-line technology can be diverse.
Let's dwell on one of them. Brigades which are in one MU (SU) will be as-
signed to a narrowly specialized program with a transition from project to
project strictly according to schedule. There has appeared a practical possi-
bility of ensuring an even-paced and smoothly coordinated delivery of building
materials and structural components in accordance with schedules for complets
ing sets, since the number of projects being erected at the same time in a
trust is being reduced, while the intensity of the work is being increased.

It is important to note the following: in this case the even-paced introduc-
tion of the facilities is guaranteed (in accordance with the one-year schedule
‘of the trust's load), and the builders' worst bottleneck will disappear--to-

. ward the end of the year projects are ready, but there are simply not enough
finishing workers. .The engineering flow-lines become easy to administer:

they are united by a common goal; the brigades will "hand over" the completed
work, strictly observing the time periods required for each segment, while con-
. fining themselves within the total time of the "relay race." In essence, this
" is a trust conveyor belt, operating in accordance with the calendar plan for
erecting projects with various purposes, calculated as to labor outlays and
stable throughout the entire construction period. ’ '

‘Another factor facilitating improvement in the trust's administrative struc-
ture is the inclusion within its structure of individual "external" special-
ized sub-divisions. As a rule, the existing specialized trusts of Stroymekha~
‘nizatsiya and Spetsstroymekhanizatsiya are poorly connected with the general-
contracting organizations. An enormous pumber of mutual problems which could’
be completely solved at the trust level, which has within its staff a mechani-
zation administration, at times require the intervention of the main adminis-
tration. But, of course, the mechanization trusts must not simply carry out
their own work on excavating the foundation pit and driving in the piles but
the entire complex of operations, including the networks for the telephones,
cables, gas, etc. - ' ’ ’

Inclusion of the mechanization administration within the general-contracting
trust makes it possible to approach more operationally and, what is the main
thing, more technically, the problem of introducing projects into use on sche-
dule. And this is also confirmed by an economic analysis of the existing
practice: the trusts of Stroymekhanizatsiya obtain profits, while the gene-
ral-contracting: construction and installation organizations suffer losses.
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Work under the new management conditions should lead to improvement in the fi-
nancial situation of the contracting trusts,gbut this work must begin with the
restructuring of the systems for administering the trusts, and particularly
those trusts having projects with diverse plans. Certainly one of the tasks
of a trust still consists in being able to make its payments and to have a
large amount of working capital for the opportunity to independently make de-
cisions aimed at radically improving its own activity.

The centralization of the trust's departments and services which has been car-
ried out will allow us to ensure at the level of the trust's administrative
apparatus the performance of all the necessaXry functions--ranging from the en-
gineering preparation for construction production to the receiving of commodi-
ty construction output, while at the level of the sub-divisions--it will per-
mit us to create a reliable system for organizing construction production in
accordance with the engineering flow lines.

Under the conditions whereby commodity construction output has become one of
the principal indicators of the activity of the construction and installation
organization, the trusts have gained the opportunity of substantially raisling
the technical-economic indicators of their own sub-divisions as a result of
the proposed restructuring. Now, when the construction organizations have un-
leashed an effort to seek out internal reserves for increasing labor producti-
vity, such a restructuring of the trust administration has become vitally
necessary. -

COPYRIGHT: Izdatel'stvo "Sovetskaya Rossiya",."Na stroykakh Rossii", 1983
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CONSTRUCTION PLANNING AND ECONOMICS

uDc 69.003:658.012.2
'GOAL-ORIENTED COST ACCOUNTING APPLIED TO CONSTRUCTION
Moscow EKONOMIKA STROITEL'STIVA in Russian No 11, Nov 83 pp 33-36

‘[lrticle by:A. A. Bashirov, candidate'of economic sciences, senior scientific
ctaff-member: "On the Cost Indicators of Output Volume in Construction"/

'[Text] The decree of the CPSU Central Committee and the USSR Council of Mi-
nisters, dated 12 July 1979, on improving the economic mechanism provided for
a complex of measures aimed at concentrating capital investments and reducing
the length of time required for construction. In particular, it was decided
to evaluate the work of construction organizations by their end results.

Tn connection with this, a new concept has emerged--commodity construction
output. Definition of the given concept comprises a rather complicated prob-
lem with regard to both theory and practice. All the more so in that, until
recent times, there was a general denial of the commodity nature of construc-
- tion output. Later it was recognized that this position is erroneous, since
commodity construction output includes the cost of enterprises, complexes,
and facilities which have been built and put into operation; there is no Jus-
tification for denying the commodity nature of these items.

Of no less importance is resolving the question of whether or not we should
include the cost of equipment in the price of the production facilities and
enterprises which have been put into operation. Thus, Professor S. N. Reynin
wrote that the category of price, as an instrument of buying and selling, is
practically unusable for construction (EKONOMIKA STROITEL'STVA, 1975, No L,
PP 55--57). In his opinien, it can be extended only to "construction output"
on buildings and other structures without machinery and equipment. Such a
conclusion proceeds on the assumption that equipment is obtained by the cli-
ent. Moreover, it does not take into consideration the fact that the indi-
cated procedure could be changed. And, in fact, 1t is already beginning to
be changed. D .

In the construction of a "turnkey" enterprise the obligation of the general
contractor has come to include the function of accepting and paying the cost
of the equipment. Therefore, the price of the construction project, which
has been calculated by the client and the contractor, in this case, includes
the cost of the equipment as well as certain other expenditures not encom-
passed within the main body of the construction and installation operations.
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In the economic literature, therefore, statements have begun appearing more
and more often to the effect that the concentration in the builders (contrac-
tors) of the functions of planners, outfitters, and production organizers will

- allow us to concentrate in one set of hands labor, material-technical, and fi-

_nancial resources; it will give us the opportunity to determine the existing

reserves more correctly. Consequently, the price of a "construction output”
commodity can be established either including or excluding the cost of the -
equipment,- depending on who pays for the cost of the equipment.

Tt is another matter when we are talking about the inclusion of the equipment
cost within the output volume of the construction sector. In this case too,
it seems to us, there are no particular theoretical obstacles to combining
the costs of the equipment obtained, delivered, and installed by the general
contractor with the cost of his commodity output. There are certain practi-
cal inconveniences, which express themselves in the fact that there is a
sharp increase of material expenditures in the construction and installation

organizations. But this hindrance can be eliminated in making the transition

to evaluating the activity of the construction and installation organizations
by their normative, conventional-net output. '

Quite a few disputed questions are connected with defining the composition of
commodity construction output. The reason for this is the fact that, in es-
sence, only the commodity output of the general contractor constitutes the
fixed capital and production capacities actually prepared for operationms,
whereas the commodity construction output of specialized organizations com-
prises merely the intermediate complexes of certain types of construction and
installation operations. . ‘

For a general contractor a mandatory condition for inclusion within the volume
of commodity construction output is the possibility of utilizing the facility
or complex of facilities being put into operation. This pertains to enterpri-
ses, their stages, start-up complexes, and individual facilities being put in-
to operation, as well as projects of a temporary nature, the corstruction of
which has been provided by the title list. The composition of commodity con- -
struction output does not include buildings and structures ready for use if
they cannot function without other facilities which are still in the construc-
tion stage. :

The output of the sub-contracting organizations performing special construc-
tion work and the installation of the main technical equipment comprises the
finished complexes of the projects. However, this output is a commodity only
for the indicated organizations and not for the construction sector as a
whole. It should be noted, moreover, that in one group of sub-contracting or-
ganizations the completion of work complexes coincides in time with the con-
cluding phase of construction. Here too there is no particular problem in
resolving the question of when to include their output in the total output of
commodity output. Matters are different with the output of the sub-contract-
ing organizations when the time of completion of their work complexes does .
not coincide with the time for putting the facilities into operation. * In ac-
cordance with the existing methodological statutes, these projects are inclu-

"~ ded within the composition of commodity output to the extent of completion of
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thé’entire complex of special operations on a fécility or the enterprise under
construction as a whole, regardless of the time of introducing the enterprise
or facility into operation.

" Proposals have frequently been made, however, to the effect that the moment of
" including such work in the composition of commodity output be delayed until
the general contractor turns the start-up complex over for operation. In our
opinion, the authors of these proposals have lost sight of the following, ex-
tremely essential circumstance: in case of a negligent attitude toward the

" task on the part of the general contractors, there would be an infringement
upon the economic interests of the sub-contractors carrying out such work com-
plexes, inasmuch as, when they had completed thelr own operations, either on
time or ahead of time, they would not be able to include them in the volume of
commodity output before the general contractor turns them over for use. Fur-
thermore, under such a system the general contractor would not bear any re-.
sponsibility for maintaing the projects completed by their co-performers. As
a result, the sub-contractors are compelled to re-do the completed projects
because of violations of construction technology by successive performers.
After carrying out thelr own functions, the sub-contractors can neither in-
fluence the over-all course of a project's construction nor apply any sort of
sanctions. But the general contractor does have such rights. All this can-
not be called equal responsiblity and equal motivation. Such a system of re-
lations would inevitably undermine the elementary principl?s of cost-account-
ing activity in construction. :

Taking this into account, certain authors have proposed that the cost of work
complexes carried out by sub-contracting organizations and turned over by them
to the general contractors be called conventional commodity construction out-
put. In our view, there is not sufficient grounds for this, inasmuch as for
the sub-contracting organizations the commodity nature of their output is not
at all conventional but real, since it is being ,sold to another organization.
However, it would still be more correct to distinguish the concept "commodity
output of the .. contracting organizations" from the concept of "commodity
construction output.”" The former should be defined as the cost of all woxk .
complexes carried out by any contracting organizations, completed and turned
over to the client or the general contractor, including the costs of capital
repairs and other types of contracting work. Only a complex of operations :
performed under the conditions of an internal sub-contract on a single pro-
duction construction and installation associatlon (trust) cannot be consi-
dered a commodity output, inasmuch as this output does not go beyond the
bounds of activity of a basic cost-accounting unit of construction production.
The concept of "commodity construction output" would encompass the cost only
of enterprises, complexes, stages, and facilitles turned over by a general
Gontractor for operation. In our opinion, the above-indicated -terms more
accurately characterize the concepts and are more substantial than the pre-
sently accepted temms "volume of commodity construction output by enterpri-
ses and facilities to be turned over to clients" and "total volume of commo-
dity construction output.” . L b

Evaluation of the econémic activity of the construction and installation or-
ganizations by commodity construction output is directed at the most rapid
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possible achievement of end results--the putting into operation of productiion
capacities and fixed capital. However, these tasks should be carried out not -
at any price but achieved at high organizational-technical levels of construc-
tion production, a growth rate in labor productivity, and with the least pos-
sible outlays. -

A gradual change 1is now being made to planning labor productivity within
the construction and installation organizations in accordance with the norma-
tive conventional-net output, which includes, in contrast to net output, ex-
penditures for the use of construction machinery and mechanisms, including
their amortization. ' ' .

It seems to us that the indicator of the normative conventional-net output
could also be utilized for evaluating the dynamics of change in the volume of .
construction and installation work being carried out by the contracting con-
struction organizations. The dynamics of change in the volume of work accord- .
ing to their estimated cost is far from flawless because of the influence of
structural shifts. At the same time, many economic indicators, computed by
proceeding from the volume of normative conventional-net output, characterize
more precisely the results of an organization's economic activity.

Also meriting attention, in our view, is the question of the feasibility of ‘
calculating the indicators of the profitability level of the construction and
installation organizations on the basis of normative conventional-net output.

By analogy with the manufacturing sectors of industry, where the profitability

by types of output is defined as the ratio of profit to production cost, de-
ducting for the raw material, fuel, energy, materials, semi-finished goods,
and sets of items used, in order to compute the profitability of construetion
and installation work, we could use the production cost minus the material
outlays. '

The normative conventional-net output as the cost-measuring yardstick of pro-
duction volume must be acceptable for all the construction and installation
organizations. So far this has not occurred. This is the case, in particu-
lar, because of the fact that the workers' basic wages, contained in the cost
of loading and unloading operations, in the transportation expenditures for
hauling materials, and in the cost of operations with regard t0 storing and
preserving them, are not taken into account in determining the normative con-

 ventional-net output. In the material-consuming sectors of construction this

leads to a considerable decrease in the magnitude of the normative conven-
pional-net output.

Certain authors consider that it is utterly inadmissable to compute the nor-
mative conventional-net output without the portion of wages for loading and
unloading operations and the transportation of materials, semi-finished goods,
and other items, their storage and preservation, accounted for under the art-
cle entitled "materials," since, in their opinion, the total of these wages
is close to the cost of amortizing the construction machinery and the energy
resources required for their operation. We cannot agree with this conclusion,
for such an equality is frequently violated. This may be seen from the data
on the comparative magnitude of these expenditures for the construction and
installation trusts carrying out material-intensive work, as cited in Table 1.
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Table 1 ' Proportion of outlays |Excess of the total
- : under the article en- |wages included under
Trusts titled "Materials,” in | the article "Materials"
the total outlays, % over expenditures for
. ' operating construction
vehicles and machinery
(one-time)
Nefteprovodmontazh 80.5 , 5.7
Salavatstroy 62.9 . 2.0
Yuzhuralsel'elektro- 65.3 ' ‘ 2.2
set'stroy .
Bashsantekhmontazh 7241 8.2
Bashelektromontazh 64.1 2.7
Bashspetstroy , - 60.5 2.1

As may be seen from these data, the wages included under the article entitled
"Materials," as designated in Table 1 for trusts exceed by a factor of 2--8
the magnitude of outlays under the article entitled "Expenditures for operat-
ing construction vehicles and machinery." If, moreover, we take into account
the fact that, in addition to wages, these organizations have reached consi-
derable outlays for the operation of construction machinery and transport
means, engaged in loading and unloading operatlons, procuring and hauling ma-
terials not accounted for in Table 1, then it will become clear that the use
of the indicator of the normative conventional-net output would have a nega-
tive effect on the technical-economic indicators of the above-indicated con-
struction and installation organizations. .

And, in contrast, when the construction and installation organizations carry
out machine-intensive work, the wages under the article entitled "Materials"

~ would be significantly lower for them with regard to operating construction
vehicles and machinery. Thus, for example, the data cited in Table 2 for con-
tracting organizations carrying out material-intensive work testify to the
fact that expenditures on the operation of construction vehicles and machine-
ry exceed by a factor of 2--5 the wages under the article "Materials."

Table 2 Proportion of outlays |Excess of outlays for

' , for operation of con- |operation of construc-

Trusts struction vehicles and | tion vehicles amd ma-

machinery in the total | chinery over wages un-

outlays, % der the article "Mate-

rials" (one-time)

Bashspetsneftestroy 11.1 2.1
Kumertaustroy 11.7 - 2.5.
Trust No 11']’6 : 12.2 2.2
Beloretskmetallurgstroy 7.1 5.1
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Table 2 (Continued)

Vostokneftezavodmontazh - 9.3 2
Ufimdorstroy ' 13 ' 2.6
Bashmeliovodstroyr 35.9 2.1

Consequently, organizations carrying out machine-intensive types of work are
undexr more advantageous conditions in utillzlng the indicator of the nomma-
tive conventional-net output.

Thus, in planning labor productivity as an indicator of the produdtion volume, '
use of normative conventional-net output does not solve the problem of the di-
versity of probability of the individual types of work.

In our view, this gives us grounds for drawing the conclusion that it is fea-
sible to include within the nommative conventional-net output the workers'
wages and the expenditures for operating construction vehicles and machinery
engaged in loading and unloading operations and in transporting materials.
The magnitude of the above-indicated outlays, in our opinion, can be deter-
mined with the aid of coefficients, based on an analogy with the method for
computing indirect types of wages, accounted for as part of overhead and
other kinds of expenditures.

COPYRIGHT: Stroyizdat, 1983
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' CONSTRUCTION PLANNING AND ECONOMICS

COORDINATION, IMPLEMENTATION OF BRIGADE-FLOW SYSTEM DISCUSSED
Moscow NA STROYKAKH ROSSII in Russian No 10, Oct 83 pp 22-23

[Article by Yu. Chikhachev, department chief of the Data Processing and Com-
puter Center (IVIs) of the Trust Orgtekhstroy [not further identified] of the
Vladimir Territorial Construction Administration (VTUS) of the USSR Ministry -
of Construction (Minstroy); O. Krifuks, IVTs specialist; and O. Krasavina,
graduate student at the Leningrad Construction Engineering Institute (LISI):
sutomation of Schedules for Work-Flow Organization of Construction and In-
stallation Work"] '

[Text] Experience of progressive construction organizations éonGinéingly
proves the advisability of transition to the round-the-clock work-flow bri-

= gade contract. USSR Gosstroy has issued recommendations on methods of orga-

nizing long-term contract work flows. The economic benefit from applying the
long-term round-the-clock work-flow brigade contract in accordance with the
recommendations is 26,900 rubles for 30,200 square meters of effective floor
space. S

Yet practical introduction of long-term round-the-clock work flows involves
.many difficulties. There is even a psychological barrier which has to be
overcome so that all participants in the work flow strive not "for intermedi-
ate goals," but for "turnkey" delivery of projects. And there is also the
requirement of a considerably higher level of balance among the effects of
all the partial specialized work flows, in which a change in the structure of
the plan as a rule necessitates a certain restructuring of the makeup of bri-
. gades, which can cause a temporary drop in output. In 2-year planning this
need for restructuring arises at least once a year--when the organization of
the work flow is being projected in the program of the next year (in view of
the results of the previous year). _ -

One of the essential reasons why the round-the-clock work-flow brigade con-
tract has not spread as widely as it should is the poor engineering prepara-
tion of the construction process. - :

In the VTUS schedules for work-flow organization of construction and installa-
tion work have been prepared for a number of years as an adjunct to the next
year's plan. But manual scheduling not only makes it difficult to adjust
schedules in the course of operation, it also eliminates the practical
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possibility of comparing alternatives. (There is no question whétsoever of
solving optimization problems.

Yet it is alternative calculations of the work-flow organization of opera-
tion, including the solving of a number of optimization problems (which in
principle are not solved today) and examination of all the viable methods,
which are necessary to full-fledged engineering preparation of the construc— .
"tion process.

Problems of this kind include determination of the most optimum breakdown of
the entire set of operations into partial fronts; calculation in the round-
the-clock work flow on the project of the most optimum (matched in intensity)
combinations of operatives in the principal specialized partial work flows;
selection of optimum sequences for inclusion of individual projects in the
round-the-clock work flow and determination of the order in which the partial
fronts of work (space modules) of various projects are to be assimilated.
These problems can be solved only with maximum automation of the engineering
preparation of production on the basis of the methods of mathematical econom-
ics and electronic computers.

The IVTs of the Orgtekhstroy Trust of VIUS undertook in 1982 to automate the
project planning of the work-flow organization of operations in close contact
with the Chair for the Organization of Planning and Management (0PiUS) of the
Leningrad Construction Engineering Institute. A series of programs, some de-
veloped in the Chair of OPiUS LISI and others prepared in the IVTs of VTUS,
to elaborate the theory of the work-flow organization of operations of
Professor V. Afanas'yev, director of engineering sciences, are now in the
stage of experimental operation on the YeS-1033 [unified system] in the IVTs.

Optimization‘with respect to the criterion of the time sequence of the con-
struction of projects is of particular interest with respect to attaining
high technical-and-economic indicators in organization of long-term round-
the-clock project work flows. Search algorithms which have been given strict
mathematical proof are used for this purpose to find the optimum sequences
for assimilation of the partial work quantities for the various methods of
work-flow organization of construction (carried out in the "Option" program).
Solving this problem makes it possible to achieve a considerable intensifica-
tion of the construction process, i.e., to reduce construction time (as much

as 18-20 percent) without calling upon additional resources.

This reduction of construction time occurs because of optimum mutual linkage
of the various types of work in time and space and a consequent reduction of
idle time in work areas. But thé terms of the algorithm are predicated on
the possibility of assimilating the work fronts in any sequence. In prac-
tice, though, there are always a number of constraints governing the techni-
cally feasible sequences within the entire set of those which are theoreti-
cally possible. '

Such constraints in construction of a housing development might, for example,

be the transfer of existing utility mains and demolition of existing struc-
tures, the direction in which utility mains are to be laid (depending on
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possible places where they can be cut into trunk lines), the direction earth
~is to be moved in connection with the vertical grading of the site, and so on.
When an industrial complex is being built, the need to take into account the
direction of the flow of production in the complex to be built should be
added to the constraints enumerated above, and so on.

Constraints governing the sequence of construction of projects, which are in-
herent in any specific construction job, can be reckoned with by using the
‘adjacency matrix of zeros and ones which is well known in the theory of
graphs; it makes it possible to adopt formalized notation of the constraints
which exist: :

D{dlq}, l = 1’ X E) n; q = 1’ KX n;
in which n--number of projects.
The elements of the matrix formed for constraints satisfy the condition:

0, if it is not possible to move on to project q from project 1
dl = . .
d 1, if it is possible to move on from project 1 to project q

Every line of the matrix shows the project to which the flow of work can move
on from the project corresponding to the given line, and the column shows
from which project the flow of work can move on to the progect corresponding
to that column.

An algorithm based on combined use of the method of directed sorting and the

constraints matrix (adjacency matrix) has been developed in LISI to determine
that sequence for assimilation of work fronts which is the most optimum with

respect to time for the particular conditions of construction.

The possible directions (branching) are formed and the most promising of them
selected so as to take into account the possibilities of the given direction
in accordance with the adjacency matrix compiled previously.

This method of optimization of the work-flow organization of operations makes
it possible to considerably reduce the volume of computations as compared to
complete sorting and the method of directed sorting and also to find the se-
' quences for assimilation of work fronts which afford the minimum possible du-
ration of the entire set of operations possible for the specific conditions
of construction. The algorithm was written in FORTRAN IV language in the
program "Lisi," ‘ ' - ' :

As originally set up, the adjacéncy matrix made it possible to form only
those sequences when determination of each subsequent work front depended on
the last one ascertained. In the process of computations in the IVTs the
possibility was created of determining subsequent fronts from the adjacency
matrix so as to take into account all fronts previously determined (program
- "Organ").
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Calculations made in IVTs in connection with these programs confirm their ap-
plicability to practical purposes. But situations are encountered when it is
complicated for the adjacency matrix to describe all the diversity of con-
straints which the actual process imposes on the sequence of assimilation of
- work fronts. TFor such cases, and also when there is a need to conserve com-
puter time in the IVTs, the program "Diagram" was developed in FORTRAN IV V
0S YeS according to an algorithm for heuristic exploration of optimum se-
quences; that program prints out a table of the marginally possible minimum
times (PVMP) for all possible sequence locations of each work front. Here
the very values of the PVMP are determined in accordance with existing the-
ory. The optimum sequence is manually searched on the printout.

The search takes 10-15 minutes when there are 50 work fronts. This elimi-
nates the need for strict formalization of all existing constraints and their .
entire range can be taken into account. Thereafter the sequence chosen is
read into the computer according to the program "Grafik" ["Schedule"] and the
coordinates of the cyclical chart for the work-flow organization of opera-

~ tions according to the method that interests the project planner are printed
out., If there are 50-60 partial work fronts, this computation on the YeS-
1033 takes in all no more than 10 minutes of computer time. Comparison of
the results of the calculations with the sequences obtained with the programs
"Option," "Lisi" and "Organ" (i.e., with absolutely precise results) make it
possible to speak of a sufficiently high degree of similarity of the heuris-
tic algorithm.

Efforts are continuing in IVTs VIUS to include a number of optimization prob-
lems in calculations of the organization of construction with the round-the-
clock work-flow brigade contract. This has its difficulties, without a
doubt., TFor example, there is the lack of both nationwide classifiers of
types of general construction operations as well as of codes for general
building materials, which makes it more difficult to solve the problems of
aggregate supply of, work-flow construction. Then there is the painful prob-
lem of the low quality of project plans and estimates (from the standpoint of
orientation toward obtaining the initial data for engineering preparation of
production). Then there is the fact that both within the ministry and also
in the nation as a whole there is not enough coordination of development
projects in the field of automation of engineering preparation of production
and of the ASU [computerized management system] as a whole. |

But in spite of all the difficulties, the future belongs to a creatively de~
veloped round~-the-clock work-flow brigade contract. Computer equipment and
the ASUS [computerized system for management of construction] have no small
role to play here. One of the ways of overcoming the difficulties which ex-
ist is to create sets of routines to optimize the organization of construc-
tion of long-term round-the-clock project work flows.

COPYRIGHT: Izdatel'stvo "Sovetskaya Rossiya", "Na Stroykakh Rossii”, 1983
7045 . | |
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AGRICULTURALFCONSTRUCTION

STNGLE-FAMILY DWELLINGS IMPROVE RURAL LIVING
Moscow STROITEL'NAYA GAZETA in Russian 2 Dee 83 p1
[irticle: “The Famstead-Type House"/

[Tex@] The program of the social transformation of rural areas is being car-
ried out in the country on a wide scale. The party and the government regard
it as a component part of the USSR Food Program.

Over the period of the last 15 years the degree of providing kolkhoz members
and sovkhoz workers with housing has increased from 7.4 to 13 square meters.
The qualitative level of housing has also been changing. Apartments in multi-
story, large buildings are being replaced by one- and two-family houses with
farmstead sections for private, auxiliary famming. With regard to convenlence
of design and level of comfort, they are often just as good as urban-type
apartments. Farmstead-type construction activity has been developing success-
fully in the rural areas of Belorussia, the Tatar ASSR, as well as in Moscow,

- Dnepropetrovsk, Saratovsk, Chita, and other oblasts.

In their letters to the newspaper readers have named farms where there is a
constant concern for the everyday life of the rural inhabitants. At the Sov-
khoz imeni Karl Marx, which is located in Tselinograd Oblast, Kazakhstan, six
construction brigades have been created. There is a brick-yard in operation
on this farm, the production of reed-type, Pressboard panels has been set up,
and the mining of sand and rubble-stone is being carried out. They are now
erecting a cultural-sports complex. Initiative in solving the problems of so-
cial development has also been shown by the Kolkhoz imeni Sindryakov, Oktyabr'-
skiy Rayon, Tatar ASSR. During the current five-year plan more than 100 fami-
lies have celebrated new housewarmings here. . :

The program of rural housing construction, as outlined by the May (1982) Ple-

" num of the CPSU Central Committee, is being carried out everywhere. The de-
cree adopted by the CPSU Central Committee and the USSR Council of Ministers,
entitled "On Measures To Cuarantee the Fulfillment of Plans to Bulld Houses
and Facilities for Social and Everyday Life," has posed the task for USSR Gos- -
stroy, Gosgrazhdanstroy, USSR Gosplan, as well as the construction ministries

“and departments, of developing and implementing during the years 1983--1985
specific measures with regard to reducing the cost of housing and civic con-
struction, raising the level of industrialization, and providing savings on
material and labor resources.

72



The facts and figures confirm how urgent this task is. In Kostroma Oblast in
a Series-135, rural-type, one-family house the cost of a square meter of total
area amounts to 350 rubles. This figure increases to 400 rubles in the Orlov
region, where farmsteads are built using structural components of the urban
Series-121. The outlays are still higher on the Meshcherskiy Sovkhoz, Ryazan
Oblast, where the Muscovites erected three-story apartment houses using struc-
tural components and parts from the Standard Integrated Catalog.

In accordance with the decision of the May (1982) Plenum of the CPSU Central
Committee, aid to the rural areas has assumed a more solid, material basis:

a portion of the capacities of urban home-building combines has been switched
over to rural orders, and the production of parts for erecting industrial-type
farmmstead buildings has been mastered. Now it is extremely important to con-
centrate the efforts of planners and scientists on improving their construc-
"tional and economic parameters. And, in particular, as has already been men-
tioned more than once by specialists in the pages of STROITEL 'NAYA GAZETA, to
achieve a substantial reduction of heat losses through the enclosing structu-
ral components, as well as to develop and introduce effective heating systems
with an economical expenditure of fuel-and-energy resources.

With the mass conversion to farmstead construction, these problems have as-
sumed an All-Union nature and require coordinated actions. At the recently
held session of the Commission of the Presidium of the USSR Council of Minis-
ters with regard to problems of the agro-industrial complex Gosgrazhdanstroy
was indicted for insufficiently coordinating the activities of the Gosstroy
institutes of the Union republics, the USSR ministries and departments, as well
as for weak monitoring controls over the development of standardized apartment-
house plans.

Gosgrazhdanstroy was entrusted with the task of paying particular attention to
reducing construction costs, strengthening monitoring controls over the quality
of the apartment houses and cultural—everyday-life facilities being put into
operation. . » ,

- Such an important assignment is closely interconnected with the preparation by
USSR Gosstroy and the Councils of Ministers of the Union republics of capital-
investment norms for the construction of apartment houses and facilities for
communal services on kolkhozes and sovkhozes, taking into account the build-
up of populated points by means of farmstead-type houses. The creation of
such norms will allow us to improve the planning of capital investments, eva-
luate planning solutions more obgectively, and correct the existing tecnical
documentation more rapldly. .

During the present five-year plan provisions have been made to erect a third
of the housing by means of funds from the population and the housing-construc-
tion cooperatives. Every year in this country individual builders erect
150,000 houses. Their number could be incomparably more if matters were or-
ganized correctly. The readers G. Chepurina from the city of Pestovo, Novgo-
rod Oblast, A. Andreyev from Vyaz'ma, and others write about their difficul-
ties in obtaining credit, acquiring building mater1als, and their delivery, as
well as the selection of a plan.
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In order to increase the participation by working people in the transformation .
of the rural areas, the RSFSR Council of Ministers has examined the question
‘of measures to improve the supplying of materials and products for the con-
struction of individual dwellings. In 1984 the Ministry of Trade, Rospotreb-
soyuz /RSFSR Union of Consumer Cooperativeg/, and the ispolkoms of the Soviets
of People's Deputies at the sub-départmental lumber-trade centers and stores
must guarantee the acceptance of orders from the population for materials and
products, as well as for their delivery; the.release of and delivery to the po-
pulation of cement, slate, soft roofing, glass, radiators and heating convec-
tors, ceramic tiles, and other products directly from the enterprises of the
building-materials industry and local industry in accordance with the proce-

dures of the trade organizations on the account of market funds.

'Hundreds of standardized plans for farmstead-type housing have been created by
architects and designers. But it is extremely complicated to find among-them
houses which are acceptable with regard to both cost and conveniences. There

is a clearly marked trend for increasing the price of a farmstead. In the De-
sign Bureau for Reinforced Concrete of RSFSR Gosstroy they have used rein-
forced-concrete verandas, frames, pediments, and cornices instead of wooden
ones in industrial buildings of Series 25 and 135. As a result, their cost
has risen by 5 percent. Outlays on Series 90 increase by 10 percent if the
floor, attic, and foundation base are heated, and if a triple glazing of the
windows is done. A situation must be achieved whereby the improvements, even
the most necessary ones, to be made in the plans do not entail more expensive
rural housing. .

- Conversion to the farmstead-type build-up requires a re-examination of many
concepts, along with ‘the development of the tactics and strategy for industri-
al-type construction in the rural areas. We ought to be more active in car-
rying out planning and engineering developments for expanding the scope of
building up the rural areas with cultural and ‘everyday-life buildings, made
with items from the urban products list.

.The organization of modern-day 1ife in the rural areas depends, to a large ex-
tent, on how rapidly and effectively. real work is completed with regard to
creating farmstead-type housing which is convenient and accessible to the popu-
lation with respect to cost. Not an apartment but one's own home in the vil-
lage--that is today's formula for the necessary condition for retaining per-
sonnel in agricultural production.

2384 . o
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