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Introduction:

Economic growth, equilibrium and the effectivity of the

‘economy as a whole are'to‘a high extent influenced'by the de-

e e e @i 'ri:l'é‘

‘velopment of volume and snructure of foreign trade. For this
planning export and import'as a part of the national reproﬂuc—
tion process(l)is necessary and the implementation of a practi-
cable and effective framework of foreign trade planning is an

“important and actual task. '

The following paper will give you a detailed survey on'the
lecture to questions pf foreign trade planning. It is my inten-

‘ticn, based on some theoretical basic ideas, to give you a com-

prehensive summary on techniques in foreign trade planning‘which:

might be useful for being applied in your country.

As far as practical experiences are analysed, I shall refer
to the practice of planningAforeign trade in different scages of
the development of the nétional economy of the German Democ:atio
Republic. It is, of coufse; not possible directly to copifthis

system as you have to take 1nto con51derat10n ‘the COncrete poll-

tlcal, economic and other condltlons of the country concerned

(1) The term'“Réproductlon'Pfocess" covers ‘production, distribu-

- tion, exchange and consumptlon as different elements in the
comprehen51ve system of: 5001a1 productlon as a whole..




But nevertheless there are general experiences and general
planning principles which proved to be effective in the case

of my country and which also may be of some importance for

developing countries.

The table of contents will show you the broad scale of
questions and problems to be dealt with in this lecture. It
is impossible to treat all of them in a profound manner in
this paper. That is why some problems only will be described
in short theses, in some cases the questions will be 1isted
without further comments. During the lectures and seminars it
will be possible to deal with these problems, too, more thor-

oughly.

Some parts of this paper were taken from the Memos No.
992, 997, 1800 and 1014 of the Institute of National Planning.
So I want to express my thanks to my colleage Prof. Dr. Schu-

Imeister, the author of these Memos.



Foreign Trade Planning in The Framework of Planning

The National Economy:

1.1 The role of foreign trade within the national ece-
nomy and consequences in principle for planning

foreign trade:

Foreign trade is a special sector of the national

economy. It has close relations with all other branches

of the economy and influences - directly or indirectly -
more or less the production, consumption} accumulation

and distribution in all spheres and on all levels of the

national economy. The foreign trade intensity of the eco-

nomy of a certain country depends upon different factors,

especially:

- the size of the country and its population and the
capacity of the internal market;

- the reached stage of economic development;

- the natural conditions (mineral resources, climate,
geographical situation);

- the,fofeign political relations (for instance member

of an intérnational.integration,community).

R SRR



In general the two main functions of foreign trade can

be characterised as follows:

a/ Foreign trade is to change and to rectify the struc-
ture of the national economybin such a way, that the
necessary proportions between thé different spheres,
branches and commodities of the national economy as
a whole may be reaiized. That means for instance the

proportions between

* agriculture and industry;

& different industrial branches;

- final products and intermediary goods;

* investment goods and cbnsumer goods etc.

This task includes the complementary and the substit-
utive function of foreign trade. The higher the level of
economic development of the country concerned, the greater
are in general possibilities of using the substitutive fun-
ction of foreign trade for achieving an optimal structure
of production of the national economy. An effective system
of comprehensive planning will create such possibilities
also for countries on a lower stage of economic development.
b/ Foreign trade is an important factor for improving the

efficiency of the national production and for increas- ...

ing the national income. This possibility results from



the fact that foreign trade realizes the effects |
of international division of labour. These effects
of export and import can be realized in the field
of production (we call them indiredt economic effi-
ciencies of foreign trade) or in the special foreign
trade branch (in this case we call them direct eco-
nomic efficiencies of foreign trade). Detailed in-
formation on this subject will be giVeh in paragraph

2.2"

The two above mentioned functions stand in close in-
terrelations. Foreign trade gives the possibility to con-
centrate the production on those branches or groups of |
commodities having the greatest comparative advantages.
Thus changing the structure of production by export and
import is a decisive source for increasing the effectivity

of the national economy.

In developing countries foreign trade is in generél
of great importance fer overcoming'economic backwardness,'-
eliminating existingudispropdrtions in:ﬁhe:national ecoﬁo-,
my and stimulating the fatéé‘of g:bwth3of;prduction and.
of national income. The concrete‘taské for export and im-

port will differamm&ﬁg’ o the reached stage of developmént




and other above‘mentioned factors. Apart from some OPEC-~
coqntrieé the most develoﬁing countries face great prob-
lems in balancing export and import and in equalizing the
balance of payments. So a good quality in planning foreign
'7tradé'Willhbé'é“nécéssary task as a basis for fixing the
best strategy for the development of international economic
relations and for finding the best possibilities of using
the effects of international division of labour for promot-

ing a high effectivity of the national economy as a whole.

1.2 What means planning in general and foreign trade plan-

ning in particular?

In theory and practice you will find different opin-
ions on how the term "planning" is to be understood. As
far as the enterprise level is concerned it is clear in gen-
‘eral that plénning is a complex of activities for finding
the best - the "optimal" - solution for reaching certain
ai&s and for coordinating the activities of different de-
partments of the enterprise in carrying out certain tasks
in certain periods. That means, planning is an important
basis for decision making in fixing the policy of the en-

terprise concerned.



The problem is how to define central planning on

the level of the national economy and how to determine

the connection between central planning and planning

on the level of'branches and enterprises. PThig includeg

interalia questions for

the binding force of the tasks of the central plan;
the connection between central planning and plann-
ing on lewer levels in general;

the degree of.cqnsistency between the tasks and the
means forAtheir fhlfilmént in the central plan and
the sum of plans in branches/enterprises and the re-
gions of the country;

the means, applied for ensuring the fulfilment of

the targets of the plan.

Jan Tinbergen writes, that the most characteristic

features of the task of planning are the following three

a/

A plan refers to the future, i.e. it requires look-
ing ahead.
It is based on a number of aims, which have to be spe-

cified in order to carry out the planning process.




c/ ﬁ It requires a coordination of the means of econo-

: - (2)
mic policy to be used in order to reach the aims.

One can agtee with him, but tpisfdef;nit%pn gives.‘
. 'no answer on the very different éondiﬁiéns for‘plaﬁning’ ‘
in free market economies, in centrally planned économiés
in socialist countries and in developing countries with

different property (socio-economic) relations.

In western countries you will find that central plans,
as far as they are elaborated at all, are only a kind of
forecasts. They have no binding force and are not in coin-

cidence with plans on branch and enterprise levels.

On the contrast socialist planning, based on the exper-
iences of the past, can be charatterised by the following
items:

,a/ Establishing targets for the economic and social deve-
lopment of the country as a whole as so as for the de-
velopment of all branches, enterprises and regions for

a fixed period on the basis of the available resourses;

(2) Jan Tinbergen "Central Planning” New Haven and London
’ Yale University Press, 1964, page s .

-
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Dicussing these targets on all levels, including the
workers in the enterprises, eccording to the prinei;
ples of socialist democracy in an itetative process

of de0151on—mak1ng (see Chapter 3); -

Choosing means necessary for fulfilling the established
targets and organizing the 1mplementat}on and the' sup-
ervision of these taréets. Phic includes a close.COn-
nection of planning and using a system of "commodity-
money-relations"; ' : o |
Making the targets, with a certein,degree of aggrega-
tion according to the hierarchic ssrucﬁure of the eco-
nomy, and the most important means for their fulfilment
binding for all levels of the economy by the socialist

state,

According to this definition planning also iﬁclﬁdes;pro-

gnostic projections and forecasts, but planning is more than

only forecasting (see‘péragraph 3.2). Above all socialist

planning has to be cbnsidered as a means of having the»fu§1 R

command on the economic development in conformity with the .

general targets of the political and social strategy of t&e

.

state and as a means of guiding the economy as a whole on a

planned basis.
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' Analyzing the situation in several CMEA-countries,
you may find some differences in detail, especially in
the field of connection between centralized and decent-
rati#ed  planning, but the differences do not affect the

general principles, mentioned above.

Wlth regard to developing countries, there are dif-
ferent. pre-condltlons for planning the national economy
in the above mentioned sense. Among other factors that
depends ‘to a high degree on the role of nationalized parts
of the national economy, especially in the field of main
branches of the industry, foreign trade, transportation,
banklng When speaking about planning in developing coun-
t'trles 1n this paper, we always nnderstand it as central
planning on the macro economic level in connection with
planning on micro economic leveis. In this sense the fol-
. lowing has been fixed in the National Charter of the A.R.E.,
"Efficient socialist planning 1s the sole
method which guarantees the use of all na~-
tional resources, be they material, natural
or human, in a practical scientific and
human way, aimed at realizing the common
good of the masses and ensuring a life of
prosperity for them"

Up till now we spoke about planning in general. But

what about foreign trade planning?
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As fofeign trade is a sector and an integral-part
of the national economy as a whole, all the above meh~
tioned principles-épply completely to foreign trade
planning too. As to the term "foreign trade planniné"
there are two different aspects to be distinguished: |
a/ On the one hand possibilities and needs of in-
ternational division of labour have to pene-
trage the comprehensive and continuous system
6f planning the development of} all spheres
and all branches of the national economy, aimed
at using foreign trade as an important means
for creating an optimal structure of production.
In this sense it has to be decided, which goods
can most advantageously be produced in the coun-
‘try - which sectors”ha#e the largest "compafative
advantages" - and which othet.goods can better
Ee imported, given the’nécessity to keep.the ba-

. (3)
~lance of payments in equilibrium.

(3) See J. Tinbergen, ... page 13 .
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b/ Oh the other hand the foreign trade activities
‘Have to be planned as a special branch of the
national econbmyf“ln this case foreign trade
planning means deciding thé-concrete volume,
-the commodity and regional‘structure of export
and import in a certain peribd, tne deielopment

of prices, the flow of foreign currencies etc.

There are close interrelations between these

two~aspe¢ts of foreign trade planning.:

In sdciaiistvcountries and in those developing
countries where a.foreignAtrade state monopoly exists
planning is an impbrtént'tool for‘carrying.through
this state monopoly. At the same time the implemén¥
tation of a foreign trade monopoly éreates good pre-
requisites for a high quality of foreign trade plan-
ning and for fulfilling the targetslof the plans. So
there are close links between foreign trade planning

and foreign trade monopoly.

Foreign trade policy and the aims of foreign trade

planning:

Foreign trade policy is an integral part of the deve-

lopment strategy of the national economy as a whole and is




linked tova high'degree with the foreign policy of the35='
state. @his means that the aims of foreign trade pla’n:-»~
ning are always to be seen in connection with the poli-
tical and economic policy of the country ih its unity ‘ ’ ;

and its close links.

As we have seen before, foreign trade‘plays an.im-
portant role for establishing correct proportions between
the different branches of the national economy and fOr‘

- influencing the econoqic results of various industriai
and agricultural branches. So a decisive aim for foreign

trade planning is finding the best solutions.in using the.

advantages of international division of labour for accel-

erating the growth of economic development and pfomoting'

)
i
)
I
'

the effectivity of the national economy as a whole. This
task is connected very closely with planning the commodity '

structure of export and import.
‘ o

_Fuftnermore, foreign trade planning has“to‘sﬁpﬁort'
aCtively the process of economic cooperation and intege-
ration w1th such countries belonging to a certain communlty

of states w1th the same polltlcal and. economic alms and

conditions. ﬂﬁﬁg:gaa be seen in foreign trade plannlng



among CMEA countries or within the community of states
of the Arab League. In this connection foreign trade
planning includes planniné activities concerning the re-
lations to other kinds of economic cooperation, such as
specialization and cooperation of production, scientific

technical cooperation, joint investments etc.

As foreign trade relations with other countries are
not only economic-but also political relations, planning
and economic tasks in developing foreignitrade. This aspect is es-
pecially connected with planning the regional structure of
foreign trade with different groups of countries (see in

detail paragraph 9.1).

All these general aims for foreign trade planning have
to be considered in a differentiated way depending upon the
time-horizon of planning (see in detail chapter 3 and 4).
With special regard to the objectives for foreign trade
planning in the A.R.E.according 0 the Five Year development
Plan 1978/1982 priority is given to new projects resulting
'in.more‘eprrts.and'lower importS'and to red?égging the ba-

lance of payments by 1982.
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1.4 Subjects of foreign trade planning:

All tasks and all processes which are directly lin-
ked with.foreign trade activities resp. foreign trade op-
erations have to be planned. It includes such operations
as the movement of export and 1mp9rt commoditiesfthe flow
of foreign exchange, the transport of export and import
goods, questions of financing foreign trade etc. Foreign
trade . planning is a very comprehensive and complex. task
and to some extent more difficult than planning in other
branches of the national economy. In addition to the con-
ditions and needs of the own national economy you have al-
ways to take into consideration the development of condi-

tions and new tendencies on the world markets.

The main subjects of foreign trade planning are:
| - _vélume of export and import, including reexports,
job processing and services connected with export
and import activities;
- commodity stiucture of export and import;
- regional structure of-equrtzand_import;
- ff;énsbé?t performances in the field of foreign

tfade;

- .-
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- receipts and expenditures in foreign exchange
in connection with foreign trade activities;

- financial relations in the field of foreign
trade (customs, revenues or subsidies in con-
nection with the state budget, bank credits,

financing the foreign trade activities etc).

(A detailed picture on the subjects of a foreign

trade plan in GDR will be given in paragraph 4;1).

Foreign trade planning is always a unity of planning
physical (material) and financial processeé, theilatfer
ones expressed as well in national as in foreign curren-
cies. The core of a fereign t:ade plan is in any case the
movement of export'and‘iﬁﬁbrt commodities, because that is
the decisive task to be fulfilled and all the other proces-
ses/activities depend on it or are connected with this tar-

get.

In some publications you will find a broader scale of
subjects of foreign trade»planning including such items as
follows:

o - L'speciéliiation and coopefationvin'p;oductién;

- scientific-technical cooperation;




L
'

- joint investments; L

- 1nternatlonal financial transactlons whlch ere

.,‘0-

not connected directly with forelgn trade,ﬂ'”f '2‘1”
- 1nternat10nal tourism as a kind of 1nd1recg eﬁé.

port and'import; ' X - '?,eef "

- 1nternat10nal services in the: fleld of transport,'

communlcatlons etc. S
" - . c. Lt

..‘ }

All these actlyltles are very important, they play an
1ncrea51ng role in the external economy and are more or
less 1inked w1th fonelgn trade. As far as these processes

are con51dered in addition to foreign tradé we speak cf

R S

"Internatlonal Econqmlc Relations" 1nstead of "Fordlgn Trade"

ﬂ%ﬁs means that the term “International Economic Relatlons“

is more comprehensiye than the term "Foreign Trade".

v,
[ .

In this paper'we concentrate upon problems of forelgn
trade plannlng and’ we shall only take into con51dere;;on -
those 1nterre1at;on; w;th,other international econqmrcgap—'
tivities which arequ iﬁportance for blenning foreigp;tra&e.

p ;! . . .
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Econonic Efficiencies and Optimality in Foreign Trade

Planning. |

2.1 The problem of optimality in foreign trade planning
and possibilities for optimizing the foreign trade

‘plan: .

'Finding the optimal solution is a general problem in

theory and practice~of planning. Optimal planning means

" in any case seeking and finding the best among several po-

ssibilities for the econnomic development on central,ubran-
ch or enterprise level. If a certain aim function is de-
texrmined - for' instance mamimizing the profits‘of foreign
trade activities or the export receipts or minimizing the
costs of export or the expenses for the import of a certain
group of commodities - you have to take into consideration
in any case a set of constraints which may result from in-
ternal needs of balancing the national economy or from the
conditions and possibilities of external markets. As far

as one or some of these constraints change - and in the field
of foreign trade such chaﬁées are the normal situation - an-

other solution will seem to be the "optimal"” one.

e e ey B # S - o e @ 8 812 T
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That means that the optimality of a plan in general
and in the field of foreign trade in particular is aiways
‘to be seem in a relative sense and not as an ébso;ﬁte de- .
cision. Furthermore, there are different aspécté to be |
eonsidered with regard to optimal planning foreign~£rade
on fhe central level or on enterprise levels and also.with
regard to the time —'horizon of planning; i.e._loné-mediumf
or ghért-term-planning. For practical planning éome con-
clusions can be drawn:t

-1/ In'many cases it will be necessary to consider

a lot of factors/fiéufes_in order to find tﬁé’"optimal"

foreign trade piaﬁ; i.g. the best out of severai pPos-

sible solutions. 86 it can be very helpful*thuse ma-

e ,
 thematical models and computets for purposes of opti-

mizing the foreigh trade plan.

But there are a lot of difficulties to be 0ve;cohe
in applying such mathematical models (see in detail cha- ﬁ?
pter 10) and it is pbssible; too, reaching high effects: ’%
of foreign trade for the nationalveconomy as.A whole by

using traditional methods of planning or by combining

them with ﬂatﬁematicél methods.
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2/ Planning féréign trade needs in any cése con-
necting the techniques of optimizing and balancing

as main instruments of planning.

3/ Maximizing the economic efficiencies plays an
important role in optimizing the foréign trade plan.
But it is not permisible only to see this target.
Achieving high econbmic efficiencies in foreign tradé-
has alwayé to be connected with the princible poli-
tical, social and economic‘tasks of the society. This
Aincludes'fdr.instance meeting the demands of the na-
tioﬁal econonmy for impofted consumer goods, raw mat-
erials, intermediary goods, equipments for investments
etc. according to the directive rules of the state au-
thorities concerned and also meeting certain interna- -
tional liabilities of the state with regard to export
or import in connection with economic integration with
other countries or as a kind of political or economic

support.

4/ The task of optimizing foreign trade plan leeds
to the necessity of clarifying the essence of economic
efficiencies of foreign trade and of applying certain

indices for calculating these efficiencies.
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2.2 Maximizing the economic efficiencies-an important

aim in planning foreign trade. !

" .

According to‘tneigole of foieign'trade within:the

.
s

' ! ) . . L] . N . '.~ .
national economy and taking into consideration the close

links with other above mentioned principle tasks maxi-

R

mizing the economic efficiences is in any case an'Imﬁofrf W

,4 ’ , - .4
tant aim in foreign trade'planning . But what are econo-*

,

mlc efficiencies of forelgn trade and how are they to be

measured?
Before giving ‘a. deflnltlon we want to put some pre-
m;se5°' |
a/ Economlc efficiencies of foreign trade are 1n
any case to be subordlnated to the neces51t1es of .

eff101enc1es of the national economy as a whole. In

this connection the close links:between ecqonomic ef-

S

f1c1enc1es and proportlonality of the nat10na1 econo-

my have to be considered
b/ Economic eff1c1enc1es of foreign trade result
from the advantages of international div151on of,la—

bour and from»using the differences in comparatlve‘

v

'costsvbetween’different countries. But in a planned

I
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economy realization of comparative cost advantages
is not the decisiwe point for planning the volume
and structure of export and import.

c/ Economic efficiencies of foreign trade have to
be seen in their complexity of export and import and
in their effects on the efficiencies in different

spheres and branches of the national economy. In cal-

culating of these efficiencies the interlockings withim
the national economy as a whole have to be considered
a/ Economic efficiencies of foreign trade influence
the economic results on the different levels and in
different branches of the national economy in a diverse
manner. In the case of contradictions resulting from
this fact the necessities of the society as a whole
have priority. Planning foreign trade is aimed among
others at solving this problem in connection with ap-

plying a system of economic incentives.

'Taking these premises 1nto consideration we can give

a definition as fOllOWS‘

Economic efficiencies of foreign trade are a part of
Aithe efficiencies in the national economy as a whole. They
base upon using the advantages of international division of

labour and appear as productivity and specific exchange effewt:
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Productiviéy effects of foreign trade influence ime
. mediately the produced national income of the economy and
lead to higher efficiencies in other branches of the na=.

tional econcmy, especially in the-field of industrial pro+

i daetion. By'using“foreign:tradé”theagggéértionality with=-
in the national economy can beiprcﬁbﬁgd, the strﬁétunﬁiof?,
the industry EanAbé"imp:oved ta a'high‘éxtént—by using cem=-
patative‘advéntages‘as compared with'dther"cdﬁntries ahd’

the degree of concentratlng;the proﬁuctian on: same selected

branches with a hlgh productivxty and cemparatiVely low
costs will be a result of planning foreign® trade, too. , Alf

these économic efficien¢desjr@gﬁiﬁgﬁxﬂmﬁﬁd;éign;tradexgggggln.-,-l

vities but the effects will appear in'othef’ﬂranches of thg
national economy. #his is the reason that in some publiqgg
tions these kinds of economic efficiencies are*éalle§ iﬁdif*

rect efficiencies of foreign trade.

ueﬁﬁﬁﬁ&ng these effects is very difficult, It is rathér

iapeﬁﬁible determining the absolute apount of them BB
galculating different variants in the process of planhing»
ﬁith,regard:to thevstructure'of export and import these Véry
impértantfeconomic-efficienciesvof foreign trade can be d&=

‘ternined with a sufficient degfée of exactness for decision
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making in planning foreign trade as a part'oi‘the na-
ﬁional economy. This aspect ié of special interest for
the links betweeﬁ investments andlforeign‘trade in long-

and mediumptermmplanning. C e

_gecific exchange effects of forelgn trade result

- from the possibility of using the &iﬁferences between va- ‘.

lues and prlces of the varioua commodlties in the own COun~
try and on the world markets. ~Thus the ava;lable national'
income can be influenced 1mmediately by the activities of
foreign trade and unlike the above mentioned productlvity

efficiencies theae.effects will appear in the f;nanc;al re-

sults of the foreign trade branch or the enterp:ises~engag§d L

in this field. So tﬁey are sometimes called,direct'affici~

encies of foreign trade. But we shall see later that, ca&sad

by different reasons, qains or losses of enterprises fasn$t~
iug fram export or iapurt activitiea will not always. Be~xn

coincidence with economic efficiencies seen’ from- the p@iﬁt

" of view of the national econuwy as a whole.

The theoretical base of thia kind of economic efflcx-

, “°‘7i;enciea °£ fareiqn trade is the ehggzy of comparative costs.

‘ u‘?’?sut in theory as so as 1n practice there are different as—ii

. Y o
pects 28 be considered in free-market-econcmies and in

2
a

A}
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centrally planned socialist economies (see 1n detail the

special lecture to international economic comparatiée e .
. -“4 :.'&,‘._.“ . {QD:‘ -

studies). ' : C oy e e

3

Distinguishing between the two above mentioned 'kinds
of economic efficiencies of foreign trade is to a certain
extent a theoretical abstraction. In reality both kinds
are in close interreiations and they influence each’ other.
In planning forelgn trade it is necessary te consxder both

klnds of efficrencies in their special- appearances and in

their interrelations,

, , - . . e
~ Therefore 1t w1ll be useful to apply a system of in~
dexes for calculating ﬁhe efficiency of export and 1mport.
The following 2 paragraphs refer to the practice.of the GDR
in.this field. :

2.3:vIndioes‘for:calcnlating the specific exChangepeffects
iaf;foreignvtrade for the,national'economy.asla'wholei
“The followiné formula givesva'general view to the‘in-'

_fluence of foreign trade on the difference between the pPro-

duced and the avai}able national income in a fixed period,

'”for 1nstance one year: . ‘-."j’}‘ o
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'using the following formula-
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=N +4J, - E,; 110 = 100 + 40 - 30
v P i i

2
!

(1)

N, = available national income (110)
Np = produced national income (110)
Ji = import valued to internal prices (40)
B, = export valued to internal prices (30)

In this eCCOunt the produced national income in a
fixed period is raised by all imports and services of
forelgn countries and reduced by all exports and.services
of the own national economy for foreign countries. The nu-
merical example shows that the foreign trade saldo (valued
to internal prlces) raised the produced national income by
10. But as the flow of international credits and other kinds
of flnanc1al transactlons influences more or less the mqve-
ment of export and'import, the difference between the profies =
ced and the available national income is not identical with
the sum of spec1f1c exchange effects of foreign trade. So

it is necessary to ellminate the dlstorting influences by

(c 1k ik) ' -% - :,’(c'i--j‘+ T'.‘,j)]

Vspecific exchange effects of forelgn

' v-otrade

3%1¥'”change of the volume of internatlonal

credits taken from foreign countries

P T [P B
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Cij = change of the volume of international
) credits given to foreign countries (5).
Tik = ;ecelpts from services and unllgt; al "t
transfers (3)
Tij = expenses for services and unilafer;l

transfers (2)

Numerical example:

= 40 - (10+3) - [}0 - (SfZB = 27-23 = ¢

That means that the‘specif?p exchange ;ffects of for-
eign trade amount tothand ﬁot ~ as it seems to be accord-
ing to formula (1)-to 10. Of course it is possible to mea-
sure these effects, too, by calculating the difference be-
tween external and internal prices of_the pptai‘of exports
“and iméorts in the given period. . f’

These relations can be repfesenped, too, as a coeffici-
ent as fbilowéz |
: . .J.i" (Cik‘-*"Tik-)' 40-(10+3) o4

A = — =1.15
30-(5+2) 23 .

(3) erfy —
S RN

erf,- coeﬁficient of exchange relations of for-

éign,traaevon the basis of internal prices.
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In formula (2) and (3) the aistorting influences.L.
of international credits and other kinds of financial
transfers are eliminated. But when usinc_these indices
for purposee of. planning and analeing'the development
of foreign trade with regard to the specific exchange
effects it is necessary to eliminate furthermore distor- '
tions caused by deviations between the national value

and internal prices for export and import commodities.

Another important index for Valuating_the changes.
in specific exchange effects of foreign trade from one
perlod to another is the index of terms of traéi{ Unlike
foxmula l 3 the terms of trade are calculated on the ba-
sis of external (world market). prices, valuated in the
curnency of the own country. The index can be calculated

for the fOrelgn trade as a whole or separated to differ=

ent groups of countries. It is calculated as follows:
S EZ;Pn n
4) P = .
(4) et.
E o‘ n

export prlce 1ndex on the ba51s of selec—'

P
et
ted;commodltles,representlng groups of

commodities (fob—prices).

(4) In this paper we use the term "terms of trade" always as .
the relation of export prices to import prices.




- 29 -

ies iﬁ:the reported period.

P = export'price for the selected commedit#'.

9 = amount of the exported selected coﬁmodglr*.

ties in the reported perlod

P = export price for the selected commodities

o
in the base'peridd (either a fiXed)baee |
fear~or a gliding base). | "’
5) z Pn.. dn
‘ it :E?o' ap ]
Pie= import price index on the basis of:eeleef
ted commodities representing grgupsidf.';
coﬁmgdities (cif-prices,'besidesleee'f6£f4i
exéefff. | .{“3:' ‘
(6) Pgy¢ “P'it‘ = }""}-2 0.92
' Pit 1. 20

Pey = terms of trade.

In the above mentioned example the average level of

export prices is the reborted period as compared,with the

base period increased by 10%.

prlces simultaneausly lncreased by 20% and so the terms

of trade grey worse by 8%.

But the level of impoft

. "'
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2.4 1Indices for calculating the economic efficiencies
of foreign trade for single commodities or groups

of commodities:

The following indices are used particularly for de-
cisions on the branch or enterprise level. But they can
be used, too, for purposes of planning on the central
level and can be aggregated in different ways (for groups
of commodities, foreign trade or industrial enterprises,
industrial branches etc). Whereas the indices 1-3 are
calculated only on the base of internal prices and tﬁe
indices 4-6 on the base of exgernal prices, a speciality
of the following indices is the use of internal and exter-
nal prices. In practice $his leads to some specific pro-
blems for applyiné these indices in planning and analyzing
foreiggltraAe.

(7) P, = export receipts (external price)fob

- 1ndustry delivery price + trade margin

‘of the foreign trade interprises + do-
mestic freigk costs.

P = profitability of export on the base of in-

ternal prices.
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This index'expresses the eéonomic efficieney‘of"ex-
port goods in the most comprehensive manner but'ip&prac-
tice probiémsr with regard to the exactnessvarise‘from '
possible deviations between internal prices and the ne-'J
tional value (socially necessary costs) for export.commo-
dities and from the exchange rates for foreign currencies;V ‘
So it is necessary to investigate possible influences of
these factors before making decisions. In cases of great
importance for preparing decisions in the process of plan-

ning additional 1ndlces are used as follows:

X

®) By = -
M

foreign exchange profitability of used

material
r ;= export receipts (fob)
m = foreign exchange costs (cif) for materlal

used for the production of the ekport-good.

This index is useful particularly if a high portion
of the costs of export goods consists of imported raw ﬁa—v
: teriais or ihtermediate-products. The denominator of this
.index can include too the potential foreign exchange‘recei-
pts for raw materials or intermediate goods of the ‘own ére-

| duction, thus permitting to value the profitabillty of ex-

- port on different stages of production,

o

2 fgi
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In some cases piénning authorities want to know
the relaﬁﬁéh between manufacturing costs (without the
used ﬁaterial) and export receipﬁs in different brane. -
ches or groups of commodities. Therefore the following

index can be calculated:

rc
(9) PC = __c_..
P, = foreign exchange profitability of manu-
facturing costs.
rc= r-m (see formula 8)
¢ = manufacturing costs minus costs for the

used material (valued tdnindustry deli-

very prices).

The profitability of import can be calculated by the
following index, which is analogous to_the formula (7):
(10) P; = inland receipts (import delivery price)

foreign exchange costs (cif) + trade
margin of the foreign trade enterprise

P, = profitability of import‘on the base of .

import delivery prices.

In applying this index all those factors with regard
to formula (7) are valid. 1In additiona to that the fol-

lowing aspects have to be considered:
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-a/ The importiis aimed immediately at mee?ing con-

‘crete demands of the national economy respécéi?Q}y'»
-}

the couhtry's population for certain commodities.
Unlike export the possibilities for alternatives

under the aspect of profitability are 1imited*str6n- '

“gly.

b/ In the GDR import delivery prices are formed
either in relatiop to prices of similar goods of the

domestic production or on the base of foreign .exchange

‘costs or by applying a mixed method. Applyinghindex-

(10) depends to a high degree on the kind of;domestié |
price formation. In some cases the numerator of in-
dex (10) consists of fictive costs of domestic'preduCL
tion instead of the import delivery price. ‘Such a pro;
cedure will be useful in connection with ptepéring de-

cisions with regard to joint investments, speciaiiza?

tion and cooperation of production etc.

poe )
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Foreign Trade Planning as a Continuous Process and
Special Problems in Long-Term Planning.
3.1 Characteristics of continuous planning foreign

trade:

The determination of the plan period and the dif-
ferent methods of planning - which are embloyed depen-
ding on the ‘given period - is of great significance for
planning. On the one hand, it is advantageous to plan
development for long periods ahead because then it becomes
possible for making available the research capacities and
inmestments'needéd for the futural production, the opening
up of new markets abroad etc. to be controlled tlmely and

4w1th a hlgh eff101ency

- On the other hand, the degree of precision of the
forecasts at the baeis of the plan is the greater the shor-
ter the plan period is. This is particularly true of for-
eign trade with regard -to the appralsal of the development
of sales and purchase possibilities in foreign markets, the
development of world market prices or the foreign political

situation with its concrete effects on trade policy.
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But there are inﬁerngl facﬁbrs too, for example.un-'
foreseen changes in agricuiture brought about by nature
which can act as insecure factors in planning foreign
trade. 1In addition, there are differing conditions re-~
sulting from the type of production and characterized by
very differentiated térms of delivery (complete plants, .

single machines, textiles e.g.).

And last not least, the comprehensive and continuous
framework of planning foreign trade consists of different
elements, namely:

- analyzing past foreign trade activities as one

starting point for futural plans;

- prognostic projections;

- foreign trade planning strictly speaking.

Scheme of the continuous planning procedure.of for-

eign trade in the GDR.




Scheme of The Continuous Planning Procedure of Foreign Trade

in The G.D.R.

Informations arising from

foreign trade analyses.

Long - term - prognosesL

(15-25 Years)

Medium-term-prognoses

(5-10 Years)

Shor t ~GSEm~Rrognosss |
(L - 5 Years)

e e e e e e w— e - — o, ]

Long-term-programmes
{10-15 Years)

Long-term-plans
(10~-15 Years)

Perspective conceptions
and programmes

(5-10 Years) in branchesj -

and enterprises which
do not elaborate long-
term-plans.

i

5 -.Year - Plans

Annual Plans

—98_
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The different elements of the contlnuous foteign‘:.wfifc

o..‘.,

trade planning system to not exist isolated from egcn

: other, but there are a. lpt of 1nterrelat10ns as to be

seen in this schems: . E Y

[

Another aspect of planning continuously is that af
"sliding planning"” in conformlty with the contlnulty of

the economic processes. The above mentloned programmes,

and conceptions are important instruments for realizing,

.
7

such’a sliding planning in the field of foreign trade.

But there are still unsolved problens in theory and Prac- .

" tice and different oplnlons with regard to this’ toplc..f

a .
S . Jq
°' . .'Q RN ;

3 2 . Prognoses in foreign trade  and their relathns to'-“:

foreign trade plans: ) !

As we have seen in the above mentioned scheme pro-
gnostic'projections are an integral part of the_planniqg

system as a whole. fThat.is a unified standpoint in all.

. CME-qountrles. "T?e memhgr countries of CMEA take tﬁ@

view that forecasting is the starting point of Ehe proh

, cedure of sociallst plannipg as a. whole and a prereqalgéﬁes,.~

R R

RV
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for elaboratlng the long-term and 5-year plans of the
(5)
national economy" . vThet,means_thatﬁclose links exist.

between prognoses and plans.

‘At the same time there are differences in érincible
between prognoses and plans with regard to™ |
- the field and the time horizon of the'éfobieﬁs'ine .
- ‘the complexity and the degree of balancing economic
processes concerned; |

- the binding fofce of the results of the elaborations.

Prognostic projections are detailed studies on the
objective trends and probable results of future development
in the field of science, technology, internal and external
economy etc. As a rule prognoses - for lnstance for the de-
velopment of the foreign trade of the country as a. whole, a
certain branch or group of commodities - include and value

several possible variants of the development.

(5)

Comprehehsive'pfogramme of socialist econamic integration-
in documents of CMEA-Staatsverlag DDR-Berlin 1971, S,29
(German Language)
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Unlike that plans - elaborated on the ba81s of ana-

R lyses and prognoses - are almed at carrylnq out oneoout T R

el

" of different variants contalnlng concrete targets and the - fﬂ

1

3

'material_and financial means for fulfilllng these targets.

(see paragraph 1.2). . ‘ '

Prognoses in the field of foreign trade contain~in

- general:

- tendencies of scientific-technical development in the
branches‘concerned and consequences in.princinle for
the development of production and consumption'as so-as-
of the volume and\gtructure.of'export and_import;

C - the deVelopment of]#upply and aenand on thebworld.mar- o E
.kets in general and on the markets of special_areas or |
countries;

-  the probable development of external and internal pri- ;
cee for exportfand import commodities; | '

- the development of political, social and other faetors

influencing the flow of export and import;

’

-

According to the dlfferent conditions and targeté there

()

.. has to be distinguished between the elaboratlon of long—me-'i; L

dium-or short-term prognoses.

1
'
§
-t
1




3.3 Long-term planning in foreign trade:

Long-term planning in general is aimed at preparing
strategic decisions on problems of great importance for
the national economy as a whole like the development of
power economy, opening up of new resources of raw mater-
ials, establishment of new branches or factories, measures
in the field of infrastructure etc. All these tasks are
connected with great investments and most of them with in-

ternational economic relations of the country, too.

In the field of foreign trade there are two aspects of
long-term planning:

1/ The influence of long-term planning of certain

spheres or branches 6f the national economy as a whole

on the developmgnt of foreign trade;

2/ Long-térm'gianning of foreign trade as a special

branch of tﬁe national economy with regard to the de-

velopment of voiume and structure of export and import,

changes in external markets or the organization of for-

eign trade etc. There are dlose lihks.beﬁween these |

two aspects.
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During the last years in the GDR as so as irf other-

CMEA countrles act1v1t1es in long-term planning in gen- ;°"{'

eral and especially in the field of foreign econqmlc re*
lations increased considerably These act1v1t1es are fﬁ-
connected closely with the elaboration of common - "1ong-'f
term aim programmes" of 'CMEA-=countries for selected flelds

or groups of commodlties by 1990. /,;; 3f"

Unlike the annnél or 5—year-planning foreign:tﬁedeli'

there are a lot of very different problems to be con31der-“ "

ed and to be solved in long-term planning. Tﬁaa.lnclpdesfrh'

such questlons llkef - . _ . L e

"= . the high degree of uncertalnty with regard to the sp;-

ent;flo-technlcal progress in different branches Wlth
far_reachlng effects on production, consumption_qnd;'«
foreign trade; : st:xV

- the influence of - polltlcal and social developmentvon
. o f_A T

. foreign trade,,' o : .

Y

o fq,thevdevelopment-of world—market-P;ices etc, - ﬁ:z X
rIn spite of these and other uncertalntles Practiéal

experiences prove the necessity of - increased 10ng-term plan—

ﬁ,ning‘also in the field of, forelgn trade., But«thevspeclflc_

M A
BF B cLos-

B T

.
, .
el e

e
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conditions and targets lead to the conclusion that tech-
niques-in long~term planning have to differ much from the
techniques. in short-and medium;term planning. ResuLting
..from experiences in the GDR and‘other'CMEA-cpunttiesvsome
principles can be formulated as f&llows:
1/ The long-term plan of the national economy is
aimed at balancing and confirming some general direc-
ctions and main proportions for about 15 years. Un-
like medium-and short-term plans ;here is no complete
complexity in internal and externél balancing. Within
this high aggregated plan there exist more detailed
plans or programmes for some selected spheres or bran-
ches.
2/ The long-term plan is subdivided to several pétf:
iods each of which embracing 5 years as a basis for
elaborating the futural 5-year-plans in detail. Tﬁét%g
means that unlike medium-and short-term plans the long-
term plén is aﬁ instrument for ofientation instead of
giving binding tasks to the branches of the national
economy. In addition, the degree of concreteness and
binding force will differ between the first and the
third period of this plan,
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3/ Long-term planning is in the first'line a task i

for the central level of the natlonal economy Bran- -

ches and great enterprises are 1nvolved in ‘the ela-
boration amd = depending upon thelr spec1al'condleurﬂ
tions - they will have their own long-term plans.with ,
great differences with regard to the'degree'of‘comple;’
xity and copcreteness. Unlike medium-and shortvterm'
planning there is no complete division of the plan to ’
all the branches respectively no full consistency between -
the central plan and the sum of branch and[enterprise

plans.

g/ - Essential 1nstruments and parts of, long‘term plans ,

,

are programmes or conceptlons for special sphsres or
branches of the natlonal ‘economy 1nclud1ng programmes
for the development of foreign economic relatlons 1n

dlfferent branches. These programmes contaln prognos-

tic 1nvest1gatlons, calculations and valuatlons of _pos-

sible variants of the development and proposals and
concrete tasks for the different organs (branches, en-

‘ terprlses) 1nvolved in this economic process.
In spite of some progresses:in.this field there are
still ‘a lot of problems to be solved by theoretical and -

practlcal work for long—term planning in general and
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especially in the field of ereign trade. Further re-

search work should be congentrated on the following

questions:

- Methods for finding out loﬁéégirm tendeﬁpieéfof'

' world market prices of raw materials and finished
products;

- Techniques of long-term balancing internal and in-
ternational economic relations of the national;eco-.
nomy ;

- Possibilities and techniques for optimizing éalcu—

| lations in long-term planning_foreign trade;

- Connection of.stability and.flexibiiity in long-term

foreign trade planning.
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Techniques in Medium-and Short-Term Planning Eonemgn
. ) .'\

Trade. - Lt

4.1 Subjects of medium-and short-term planninézfor;'_:}ﬂf

eign trade: N f',
Unlike the comparison with long-term planningathe
'methods, technlques and 1nstruments of foreign tradel
plann;ng do not dlffef much between medium-and short-term
plannlng. So it seems to be p0551ble to represent the

subjects of foreign trade planning without dlstlngulshlng :

k;g;;with regard to the tlme horizon. As we mentloned before,

there are always to be considered two aspects of foreign

t-

trade planning. In the following we shall concentrate on

the aspects of plannlng the development of foreggﬁ‘trade ﬁ}v .

as a spe01al branch of. the national economy. . :' . ‘

N )

In the GDR the foreign trade plan on the level ot the
mlnistry of foreign trade or on the 1evel of the natlonally

_ owned forelgn trade enterpr;ses cons1sts of several part

v

plans each of them representing certain economlc processes
Ay, .

or activ1ties-

- plan of commodlty movement (export/lmport);

-  plan of forelgn exchange. , ' ;_éﬁ'ﬂ'

- ' flnan01al plan, e ',~' , '7ﬁ

~
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- transport plan.

- marketing plan.

- plan for manpower and wages.

- plan of fixed assets and investments.

- plan for the development of working and living condi-

tions of the workers.

Whereas the plans of commodity movement and of for-
eign exchange (completed by foreign exchange plans of
other branches) of all the foreign trade organizations are
summarized to the central state plan of foreign trade,other
part plans of enterprises are conﬁected withrthe different
central plans concerned (e.g. for manpower, investments,

transportation).

The plan of commodity movement is the focal point of
the'comprehensive plan of a foreign trade'enterprise. It
- conteins the‘most important tasks and indices of all fore-
 '1gn trade act1v1t1es as follows- |
-efﬂélﬁthe volume of export and import, re-exports, exporting

| :;or 1mporting bonded processing trade;
'-';: the'commodlty_structure of export and import according

to the compulsory nomenclature of the plan;
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T the regional structure to groups focqﬁnﬁiieé~and*j;fj
T R

selected countries;

= the profitability of eXport and impoﬁt;ai

JREpeYs

- the share of export and import'reéultingfﬁrom inter-

national cooperation and 5pecialization'of’pfoduqtién.

This part plan is connected with intépnélscommbdity
balances and with the trade balance. The interrelations

between the plan of commodity movement.and-fhg other part - o

plans can be taken as an example for féalizing the general

principle of complexity in socialist.bianningfin;the fielq

of foreign trade.




Scheme of The Li

Part Plans of The Comprehensive Foreign Trade Plan.

nks Between The Plan of Commodity Movement With Other

Gperating results of
Jndustruilembmqmises

Commodity Balances

Trade Balance

Balance of payments

Plan of Commodity

A

Exchange

- 8y -

‘ Plan of Foreign

A
l
t

Tr né‘ott’Pian ‘
-a EE. oo Movement
L i ...
Plan for , Lo : . : Plan of wous-
$ F
manpower and Marketing Plan of inancial king and 1li-
wages: Plan Investments Plan . ving condi-
S & ~ tions.
3 Links to the part plans of the foreign trade plan.

Links to balances
the industry.

of the national economy and to f1nanc1al results of




- 49 =~ ‘

v -
- 1

4.2 Medium-term (5 year) planning foreign trade{i[L

. While planning forelgn trade of the GDR 1n the past, iﬁ_

the main emphasis was ‘placed on annual plannlng.. Now ‘as-’
so as in other CMEA-countrles more and more attention is.‘f'
‘qiven to medium~term planning and we can say thatv5 year
‘plans are the most important plans w1th1n the whole sgﬁ m‘d

P i

of contlnuous plannlng of the national economy in aeneral

and foreign trade in partlcular. That is causeawby the fol-'

lowing reasons,,show1ng at the same tlme the speclal role
. o ,

of 5 year plans in the fleld of forelgn trade

[

l/ As compared w1th 1ong term plannlng for a perlod

of ayeags “he degree of certalnty in forseelng the sc1-

entlflc-technlcal development, supply and demand in the
own country and on- ‘the WGrld markets, tendencies 1n\
costs and prlces etc, is much hlgher. what makeq 1t
possible to esuabllsh a plan in full complexity whic\\
'tional economy. The plan is elaborated on all levels
| and in all bfanches and enterprises and there 1s con~ -
;formlty between the central state plan and the sum of

‘ 'f;plans of branches, regione and enterprlses. 5 yeer plans

are appﬁbve@ .by the authoritles in charge of"the enter-'

prises concerned and have bihdlng force

J,‘
X

e e At —t——
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2/ Unlike the possibilities of annual planning a

lot of economic processes can be prepared and mana- .

ged with sufficient efficiency only by medium-term
planning. With regard to foreign trade such tasks

are included like export and import of complete plants
or products of the mechanical engineering and vehicle
construction,preparing changes in the structure of
production affecting the volume and structure of ex-

port and import etc. Preparing the external markets,

'especielly for exporting the above mentioned commodi-

ties will require several years, too.
3/ Last but not least the decisive role of the 5-
year plans results fram the fact that these plans are

coordinated between the CMEA-countries giving them a

high degree of stability.. In particular? %ds impor-

Ee

tant for export and import relations among CMEA-count-

ries,but thls stability of 5-year plans is of great im-

~'portance, -too, for planning foreign economic relations

"’withAthird_cqqntrles.

VOn the one hand targets and means of 5-year plans are
derived frem the global tasks of long-term plans. On the

other hand the medium-term plans are divided to the single

-
© -
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years as the basis in principle for eleborating the an-
nual plans, whereas the nomenclature-; fOr.instence with
regard to the commodity and reglonal structure of export
and import - for annual planning. 1s more detalled as com-
pared with medium - term plannlngf Tpls connectlon w1th“

long—term and annual plans underllnes the strong p051tlon

of 5-year plans. e ST

In the field of foreign trade S-year plans of CMEA-
. o ) :
countries are closely linked with trade agreements between
these countries for the same period, for'insﬁance 1976-1980.

These bilateral trade agreements are based on the results of

-international plan coordination and the national plans of

the countries concerned. They are specifiedldeeply with re-

gard to the commodity structure of export and import .and are an

' important basis for concluding commercial agreements between

the foreign trade organizations of the CMEA countries.‘ This
connectlon and conformlty between 5-year plans and trade
agreements is of great 1mportance to° for strengthenlng the

role of medium-term plannlng.

'
oS ———
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In spite of the good results in this field some pro-
blems have still to be solved?f ’
- Correspondence between maéérigl and finané;al pian-
ning foreign trade because'df unforesseeaﬂie chanées
in prices on the capitalist world market and annual
changes too in clearing prices between CMEA-countries;
- Connection between the plan and the economic incentives
in the national economy which up to now are aimed above
all at fulfilling short-term (annual) targets;

- The problem of a sliding medium~-term planning (see par-

agraph 3.1).

4.3 Short-term (annual) planning foreign trade in connec-
tion with the implementation and ﬁhe»supervision of

the targets of the plan:

Starting from the principle targets and means laid down
ih fhe 5—yeaf plan annual planning‘fo:eign trade is aimed .
above all at confirmihg the detéiled and concrete tasks for.
6ne year, taking into consideration actual_knpwledges about
the deve1¢pment:in'the‘nétioﬂal economy ofrthe own country
éhd on the.worldfmgrkets; In the field of foreign trade
short-term changeSgocqur.more,often'than in other branches

leading to ﬂﬁﬁﬁaﬁ@e corrections as compared with the adequate
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tasks in the 5-year plan, This 1ncludes new results”.

from 1nternatlonal agreements of the state whlch were Vo
.‘- . _;1::" ‘ s.{_‘. ;

concluded in ‘the meantlme’ AR
. . e, "r..‘...'.,

Detalllng the - fore;gn trade tasks annually 1s 1m~ ﬂ_i

| portant in partlcular w1th regard to . o ,'a j':::f{V,F"'uaz;‘ §
- forelgn exchange prlces, o o f-.. o ;if[r‘f':fﬁ‘:; f
- the.detalled eommodlty structure of export‘and‘imbort ux\;é? ;t
" {in the GDR some hundred commodltles on the central ?
level. and . sone thousand -on the enterprise. level),
- _nthe detailed reg;onal ‘structure to dlfferent oountrles,_i
= the profltablllty of export and 1mport commodlties._ ;»’.i.
- .;.the flow of foreign exchange recelpts and expehses .l. ‘Ve;f
‘d1v1ded to dlfferent forelgn currenc1es- i',:f'ygi"f_‘%;v,;
- llnfluence of export and 1mport on the galns or losses .‘,:'%

; .

- of industrial and foreign trade enterprlses and on the »;;
‘financial relatlpns to the state budget, ;v; ‘
-. transportatlon of;export and~1mport goods;b, "tfy ;j’i"i

- concrete tasks’for‘marketing.

Y

In the GDR the annual foreign trade plan 1s subvdivided‘ !

quarterly and in some cases (flow of foreign currencles,_,:~' "

transportation) monthly 1n order to guarantee a contlnuoue‘ff Qe
flow of exports and’imports and of monetary relations wi&h- :

in the year, too.
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In annual planning of the GDR the connection with
economic incentives is of great importance. The forma-
tion of certain bonus funds in foreign trade and indus-
trial enterprlses and thereby the possibllitles for bonus
payments to the workers depend above all upon the fulfil-

\

ment of the targets of the annual plans.

Difficult conditions and often changing situations in
the field of foreign trade make it necessary to establish
a proper eystem of guidance and supervision. Therefore a
suitable and promptly workihg statistieal account of export
and import is very iﬁportant, concerning not only the rea-
lization of foreign trade activities during the current plén
period but also the conclusion of commercial agreements for
the commodity movement in the following years including the
expected dates of delivering the commodities and of the flow

of foreign exchanges. Modern computers are well suitable

for these ﬁurposes.

4.4 The elaboration .of the fofeign trade plan in several

_ - &tages:

Elaborating foreign trade plans - 1ndependently from

the time horizon - is an iterative process and is carried
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"out in several stages. This kind of planning stép by step

is necessary because a. lot of enterprlses and ,state bodles'l

" on dlfferent levels of the hlerarchy of managlnc.and plan-
nlng the economy are engaged in the planning process and a
comprehensive.balancing and optimi;inghof the.plan'needs

Severa1~stages. ~lhe problem to be solved ls ln“conformlty

with the theory of the connectlon of sub—optlmal solutlons

for dlfferent parts w1th the optlmum of a: system as a whole.

It 1nclude§the task of gettlng con51stency step by step be-

=
tween the interests of dlfferent branches and enterprlses‘

(in 1ndustry, agriculture, foreign trade) w1th ‘the needs of

the national.economy as a whole and;requlres a good conneCé‘

tion between planningand applyifiy economic incentives, too.

. 1

Furthermore, th1° technique of planning corresponds to

- the general principle of democratic centrallsm in SOc1a11st‘

planning and to the theoretical pr1nc1ple of V2 level plan-.

, (6) e
ning" (though there are in reallty 3 levels - central -

branch - and enterprise level).

(6) Kornal/nlptak "Two-Ievel Planning"'- Computlng Centre
of the "Hungarian Academy of. Sciences,
Budapest 1963. :

PETT IR
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4
In the GDR the annual foreign trade planning is cars
ried out in the following main stages:
1/ Plan directives by the central authorities.
2/ Plan drafts of the enterprises. |

3/ Approved state plan targets by the centraliﬁﬁthbbhzﬂ

o
» el e te*
'

rities.
4/  Plan elaboration on enterprise level and alloca%®
' tion of plan targets and tasks within the enter-

" prises.

" In practical planning these stages are not:isolated
from each other and some activities are running parallel,

w1th regard to the stages 1 and 2. 1In addition, an alter—

‘native may be formulated as a choice between “starting from

below" and “starting from above". General experiences in
socialist countries and in some western ¢Ountries too habe
proved that more duplication is 1nvolved in ﬁhﬁ planning v

procedure 1f no idea of -the. general development eXists in.
(7). '

the 1ower units. Therefore 1t seems to be the best way

starting from the top. In any case there are a lot of dis-

cussions and co-ordinations between the different bodies on

1-§'all levels of the national economy during the whole process

(7)

Jan Tinbergen "Central Planning", Page 16 .
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of elaborating the plan especially between foreign trederi
enterprises, industrial enterprises and the organs res-
ponsible for commodity balancing with regard to export and

import.

The course of 5-year planning is influenced to a hiéh

extent by the fact that planning within the national ecgnomy _

is linked with 1nternatlona1 plan coordination between CMEA-
countries. Therefore the dates of the above mentioned sta-
'ges are fixed in conformity with the stages in 1nternatlonal

plan coordination.

When considering the planning activities in different

stages 1t is necessary, too, to determine the tasks of gover-'

nment authorities, excutive organs of the natlonal economy

and enterprises and the kind of cooperation between . these or-.

gans 1n_plenn1ng foreign trade.

,
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Connection of Centrai Planning and Plaﬁning oh Branch

and Enterprice‘Levels in the Field of Foreign Tr&&??ﬁ'

5.1 The institutional framework of planning forei@n:§
trade and”the'Princible of "2-channel-planning”

in this field:

As mentioned before, a lot of organs on all levels
and in many branches of the national economy are involved
in the planning procedure in the fleld of foreign trade.
Furthermore in socialist countrles there are close links

between the application*of-the-foreign trade state monopoly

and foreign t 486 planning.

In centrally planned economies some Main principleé
have to be considered with regard'to the institutional
framework of olanning foreign trade as follows:

1/ Foreign trade planning is not a task of some spe-

cialized bodies on the central cnd branch level but all

state organg and all entérprises involved in managing

foreign traée and carryxng out foreign trade operations
- are 1nc1uded in the planning procedure, too. According

to the system of hierarchy in the natronal economy the

plannlng procedure is carried through on the basis of a

..
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so*called_pyramid-system. The foreign trade plan-
ning pyramid is part of the comprehensive pyramid.
of planning the national economy and roughly we can '
distinguish 3 levels of planning:
a) central level (Council of ministérs, minisf.
try of planning); ‘
b) ‘branch_iewel‘(Miniétronf foreign trade,
ministries of industry, agricultufe etc.)'.
b) lower level (producers of eprrt.goods,A

foreign trade enterprises, buyerslof impo:tsf.

The following scheme gives an idea about.khe Pyramid

set up for foreign trade ‘planring:




The Pyramid of Poreign Trade Pianning in

The GDR

People's Chamber

Council of Ministers

PN

State Planning Ministry of
— - — ™ Finance

Commission
/
/
/

/ . o -
Ministry of Ministries of Inj__ Ministry of -
Agriculture dustrial Branche — — | Foreign Trade .

l

—r -

Nationally owned Other producer

Foreign trade  |.

enterprises resp. or buyers of . enterprises
associations imports : -
b | [
| o e e o o o e - e
Explafations: - : o
H relatlons w1th the character of orders

— __ __ : .relations with informational character
relations’ w1th—ccntrqc§pal character

- e» ex ws @ - :
’ C ’ ey,
-..N.__
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2/ Startlnq from the statement that socialist plan—"
ning in general and foreign trade plannlng in partl- -
cular is always a connection of central planning ‘on

the top level and decentralized planning on brancn and
loner 1evels priority is given to central planning.
only on the central level the most important queerions.
for the_national economy as-a whole can be decided and
different opinions and interests of several branches
have to be subordinated to the needs of the entiré'$o—

ciety.

There is no contradiction‘hetween priority of central
plannlng and a broad part1c1pat10n of all lower units and
their workers in the procedure of plannlng. 8001a11et plan-
ning 1nc1udes consultatlons of central state authorltles L
with branches and enterprises in preparing central dlrectaves
for elaborating plans and independent plan drafts from tne
enterpriées,on different stages of the glanning procedure;
Theré ﬁuét-ne;a‘continuonegflowvof plan indicators from the
- topiro boﬁﬁom and vice ﬁersa;.:* |
Practical experiences of planning foreign trade 1n the

GDR_and . other socialist countries prove that the relation .

between centralisatlon and decentralizatlon in decision-.
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making in the planning procedure is not unchangeable.
It'depends among other things upon the reached stage in

the historica1 development of the national economy and

. the framework of management and planning, the concrete
situation wifh regard to;the internal and external equi-
librium of the national economy (for instance redressing
‘theibalance of payments) and different conditions in ex-
porﬁ-and import of groups of commodities (complete equi-
pments for factories, raw materialsAand_agriculturai p@@- "

ducts, single machistes and similar goods) .

3/ A third principle of organizing fdreién trade
planning is the sp—calied 2-channel pléﬁ?ing sYstem.
As you can see from the scheme of the plghning pyramid
in the GDR there exist two channels as for the flow
of plan indicators from the top level to the lower

units and vice versa.

On the one hand there is a flbw‘of plan indicators
from the State Planning Commission to the ministries of
industrial branches, agriculture etc and from these minis-
tries to the production units as producers of export goods

and consumers of import goods. On the other hand plan




indicators are distributed from the State Planning Com-
mission to the ministry of foreighftrade and from this

ministry to the foreign trade enterprises.

After making plan proposals on the lower level these
proposals are handed over to the ministries concerned and
we shall find the same flow passing the two channels vice

versa.

At the same time we must consider the close.coopera-
and eonnection between all organs on the same level and on
different levels. Of great importance in the procedure of
planning foreign trade are for instance consqltations bet-

ween foreign trade enterprisesAand producing units for de-

. . termining volume and commodity structure of export and im-

port of certain groups of commodities. Resulting from these
consultations agreements are concluded between the partners

concerned as a basis for commercial contracts.

Similar consultaﬁions take place between the miﬁistry

of foreign trade.and‘industrial'pr agriculture ministries

almed at solvrng problems w1th regard ‘to the development of

’export and 1mport whlch could not be solved on the lower level

of enterprlses.'
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Summarizing we can say that thesé main principles
for orgahizing foreign trade planning are a concrete ex-
pression for realiéing the general principle of democ-
ratic centralism. We do not_follow ﬁhe concept of éenF
tral versus decentral planning, but we are rather in fa-
vour of combining both activities by strengthening éf cen-'
tral planning and, parallel to it, the extension of plan-

ning on the lower levels.

5.2 Poreign trade planning in the State Planning Commis-

sion (Ministry of Planning):

The State Planﬁinngommission is the central organ of
the Céun@ﬁl,of Ministers for planning thé development of
the national economy as a whole. It plans and determineg'
the-voluﬁe~and;therstructure of export and import from the
aspect promoting the proportional and optimal development
of the national economy and of using foreign trade as an
important factor for increasing the rate of growth of na-

tional income.

The State Planning Commission is responsible for a cor-
rect coordination of the foreign trade tasks with the deve-
lopment of the other branches of the national economy. It.

deals, in the first place, with long - and medium - term
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planning. In this context it is of special importance to

establish correct relations between the development of in-

vestments and the structure of export and import. 1In theA

"GDR the commodlty structure of foreign trade is planned on

this level at present for about 30 groups of commodltles
and about 700 single‘commodities. Thrs number changes w1th
regard to the time-horizon of planning and depending upon
the concrete conditions determining the relatlon between
centralization and decentralization in the plannlng procem‘

dure (see paragraph 5.1).

Within the framework of socialist,economic'integration
among CMEA-countrles the State Planning Comm1351on carrles
out international coordination of nat10na1 economlc plans
in close cooperatlon with the ministries of industrial bran-
ches, the ministry of foreign trade etc and concludes agre-
ements w1th the Planning Commlssions of other CMEA—countrles
on the results of the plan coordlnatlon. Under the condl—
tions of extending and deepening the process of socialist
economlc 1ntegration this task becomes ‘more aaﬁ more rmpor-
tant and concerns the tasks of the branches and enterprises
in the fleld of 1ndustry and foreign trade, too. Since al-

most all the measures in this connection like sc1entifio -
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technical cooperation, specialization and cooperation of
production, common investments etc affect the flow of ex-
port and import the whole process of planning foreign_
trade is influenced toa high extent by this international

pian coordination. . , -

There are activities and agreements too in plan coor-
dination with other socialist countries outside CMEA and
with some developing countries which are to be considered

in planning foreign trade with these countries concerned.

The State Planning Commission also maps out the me«
thodical regulations for drawing up the foreign trade plan
including the cooperation between the different branches of
the national economy (foreign trade, industry, agriculture,

transport etc) in the planning process.

5.3 Tasks and activities of the ministry of forelgn trade

and other ministries in foreign trade planning:

Whereas the State Planning Cdmmission is able and res-
poqsible fqr planﬁiqg the deveiopment of the national economy
as a whole, the,differeﬁt mihistriés»argjrequﬁSip;e for
managing and planning certain branches. At the same time

they have to take into consideration the needs of--the country's
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society as a;ﬁhole, but iﬁ the practical planning process
there.ean“ardse conttadictions between the needs and pos-
sibilities of the entire national economy and the wishes
~and proposals of the'sPerate brancnes. This general con-

| flict between the "sub-optima" of part-systems and the
"optimun“ of the entire system is to be solved in a centra-
lly planned economy by an iterative process of plannlng and
by comblnlng central and decentralized planning (see. parag—

raphs 4.4 and 5.1).

In the GDR we have several ministries of industry in
conformity with different industrial branches. Furthermore

there exist a Ministry of Agriculture and Foodstuffs Produc-

tion, a Ministry ffade and Supply, of Building etc. The fol-

lowlng tasks will bée enumerated for the Ministries of Indus-

try, but they are of analogous validity for other minxstries.

The Ministries-of-lndustgy have likewise to solve impor~

tant tasks in planning forelgn trade. These tasks, above all,
include guidance to and control over the enterprises of the
branch'concerned (either allied in so-called ”Associatlons of
Nationaliy Owned,Entérprises".or working as so-called "Com-
bines") with regard to manufacturing and markéfing of export

4
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in a commodity structure and quality meeting the demands

of external markets.

In the field of planning imports these ministries
bear a great responsibility, too, whereas two different
aspects have to be considered. On'the one hand they have
certain tasks in planning needed imports of machines, equip-
ment, raw material, intermediary goods etc, used iﬁ tﬁe
production process of the branch concerned. On the other
hand the ministries and their associations are so-called
"balancing organs" for certain groups of commodities cover-
ing the neéds of the national economy ﬁs a whole. Within
the framework of the entire quotas fixed by the State Plan-
ning'Cqmmission the "balanéing organs" draw up an import
plan with regard to assbrtments; quality, terms of delivery
etc in close cooperation with the foreign trade. enterprises
and the potential consumers (see in detail:chapter 6, espe-

cially paragraph 6.3).

The Ministry of Foreign Tradefbearsfmaih respoﬁsibility

for plénning and managing the foreign trade,adtivities. It
directs, coordinates and controls abpﬁtdzslforeiqnltrgge en-

terprises of which it is in charge and it is responsible, tbo,

N W

. v
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for planning export and import activities of those enter-

- prises which are in charge of other authorities. In ac-

s vt s < e e

cordance with plan indicators, handed over by the State
Planning Commission and on the basis of plan proposals.nf
the lower units the Ministry of Foreign Trade elaborates
the comprehensive foreign trade plan and submits it to the
State Planning Commission. This planning procedure in=
clnges a close cooperation and consultations with the Mi-
nistries bf Industry, Ministry of Transport, Ministry of
Finance and other central authorities engaged in-foreign’

tradg and foreign exchange flows.

One majnr task in this connection is 1ong-medium;nnd
short~-term plnnning of foreign trade with regard ﬁo indi-
vidual countries. This is particularly important since ﬁLe
bulkrof GDR'foreign trade is carried through bilaterally,
and-the currency balances continuously have to beAkept:witf-

in the agreed swing - limits. The task of planning the de

tailed regional structure of foreign trade is linked élose;7;

with preparing and concluding trade agreements with other .}
countries by the Ministry. (Special problems with regard ;f

to socialist and capitalist couritries see chapter 9).

{
i
'
E
i
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5.4 Foreign trade planning on the level of enterprises:

Socialist planning on enterprise level should be
considered in principle under two aspects which are inter-
related with each other: A first aspect deals with the
connection between central planning and decentralized plan-
ning by enterprises and starts from the prerequisite that
there has to be achieved consistency between.the all round
plan of the national economy and the sum of all plans on
lower levels. This task comprises two'sides. On the one
'side the enterprises have to elaborate such conceptions
and plan proposals that the abilities and knowledges of the
many specialists on this level can be used for qualifying
the central planning. On the other side they have to gua-
rantee that the enterprise plans and their implementation
completely correspond ;p the plan figures of the ministry

concerned gegpectively’ the central plan.

The second aspect is of special importance for using
the plan as the decisive basis for a gualified management.
This task involves, too, that planning on the enterprises
level requires not only accepting the plan figures from the

ministry but ensuring a high quality in forecasting and other
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trol of export and import callnditxes etc. :

| research work as preparxng steps in elaboratzng the ‘

rplan for the own enterprise. Purthermore, it includes

that’ the‘most 1mpertant plan figures are divided to

,the dxfferent departmonts of the enterprlse 80 that

everyone knows hla apacial tasks as parts of the plan.

Starting from this. general view we have to answer

fflrst which enterprisaa are involved in the procedure

of. planning foreign tra&e and whioh are their special

: taks. In general we can cny that all the enterprlses

.engaged in produclng and selllng of export commoditles .

and buyzng. dlstrlbutlng and consumlng xmport goods are ..
1ncluded. Porelgn trade planning on the enterprlse 1eve1

comprises, too, tasks- of speczal gervice enterprises in’

~the field of transport, market research, advertxslng, con- .

PR e
S

3

Achr&ing te their roIe 1n-mater1alizing the opera-

*tive exportfand import*activitiesi?forelgn trade enterh
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ministries or associations of the industry. 1In some
'~ cases export and import is carried through by indust-
rial enterprises. Therefore they need a special lic-

ence from the Minister of Foreign Tfade.

As mentioned before, foreign trade enterprises ela-
borate a complex plan, consisting of éeveralzplan compo-
nents, which will be approved by the Ministry of Foreign
Trade (see the scheme in paragraph 4.1). When starting
with the elaboration of a certain plan, for instance the
annual plan, there are the following main bases. to be
considered:

- own conceptions as a result from forecasting the pro-
bable development with regard to the group of commo-
dities concerned on externai markets and in the na-
tional economy of the own country;

- tasks of the year's.section concerned as a part of
the existing 5~year-plan;

- state plan tasks from the Ministry of Foreign Trade:;

- cbligationé from state international agreements in the
field of foreign economic relations;

- commercial contracté of the~enterprise already conclu~
ded with foreign and home partners on exports or im-

ports of the following year.
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(RS 'i.'

Blaborating the plan hy the fbrelgn tzade eneer-.f,'

prise coacezao abo@b all fixing Chs eenmbdity and re-;? )

gional st:uctu:e of export and inwort accoxding to tho7”' '

diffczont assortnsnts and types, hnna prices. aateraalf
prices on dlfferant.anrkets etc. For this. purpose all*'
foreign trade enterprises and theit home partners :aaeh
eaupzahaasivo coordination of eupoxt suppliea and xnport
needs to be taken into the plan and recatd it ezact:y.:,

Agpiements as a result of the. oocrdination OB volume and .

commodity structure between foreiqn trade enterprises aad
their home partners are s;gned hy both partners and aro

of great importance for elaborating the plan in the fore-

ign trade enterprises. as well as 1n the industrzal enter-ﬁ
prises producing export goods and in the so-called balaq

: cing organs with regard to the import.

'

' Follouiuq this coordination, the foreign trade entez-
prises elaborate the cnnplex plan proposal ;ncluding the

‘volume. ahd structure of ﬂbraign t:ade. the “2Tow: of foze~
. 1gn currency and home financial telations, transport ger-
. vices wich :egaxd to quantity and valce. ‘the. davalqpaant
-of aanpoulz nnd 1nvaaenaata.faniﬁvﬁeﬁes in the, fldld of |
_nu!kotﬁag'otc. The centznxthlla: in thia is the puzpoaatul " 

-

“:;&‘;,-* - s L
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shaping of the commodlty and regional structure of ex-

‘,aport and import and the planning of forelgn prlces. :

v

As a result of this work which takes place with

| ”7dvthe broad participation of the producing enterprises the

’plaa ﬁé Eiwad and will' be s@mntteato the Ministry of
Foreign Trade (at the same tlme the plan proposals of
the producing units are submitted to the mlnistries con-
cerned) After being coordinated and approved by the
hlgher 1evels (ministries, State Planning Commission,
Council of Minlstrles, People s Chamber) the adjusted
plan proposals of the enterprises will be approved by
the minlstries concerned and are now the binding basis

for the work of the enterprlse collectives in their res-

. pective range of tasks.
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implementati§n of Commodity Balances in Foreign Trade :
Planning:
6.1 Nature of commodity balances and its use in plan-

ning:

i

Iﬁ order to .achieve optimality of the national =co-~
ﬁemic.plan, it is necessary that proportionality -and con-
sistency between all parts and spheres of the economy be

ensured according to plan. Thus an important task of plan-

"ning consists of determining both the resources and the

uses of difgéfent products and factors of production eithex

on commoditf or on group basis.

The balancing method is an important auxiliary instru-
ment for fulfilling these tasks. It permits the planning
authorities to investigate the requirements of proportiona-
lity and consistency and to carry all these through in ptac-
yice. There are different balances, drawing up of which
have.proved to be effective, e.qg. input-output balances,
commodity balances, trade balances, the balance of payments,
the state budget etc.‘ In the following we will explain the
ﬁature and the construction of commodity balances and theit |

use in planning.
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In principle, a commodity balance-ié nothiﬁé b@x a
statement comprising all sources of supply’%whethefﬁtheﬁl
are.domestic or foreign) 6f a'certain commodity (or group
of commodities) and different uses ofiéuch commodities,
whether they are also domestic or foreign. As an example,
the following table represents the final scheme of a com-

- modity balance. ' o

Scheme of a Commodity. Balance,

Period:
Name of the commodity:

Unit of measurement:

Resources : o 'Uses
- Commencing stock - Intermediate consumption
(at the beginning of the (uses in production)

plan period) . ‘ o 4 ‘
- Final ¢onsumption -

- Domestic productlon : © a) Private (individual)
o , B ~Vb) .Governmental:

- 'Imports R
> : s tn ' IAvestments. . o woe
= Other resources B S a)s Accumulation '
x : 2w UBE b)Y Reserves.:

- Export

- ~Carry-overs‘(stocks at ‘the.
end of ‘the plan period).

Total resources. S . Total uses
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Commodlty balances can be used for short-medlum -
~~>and long-term planning. The period for which they are
drawn may affect their construction.» Long-term balan-
ces would be highly aggregated, while annual ones would
be drawn in details. For S-year plan we shOuld have

.balances for each year covering the plan period.

Buxlding up commodlty balances and using them 1n
plannlng 1nvolves several dlstinct problems among A
-4wh1ch are the followlng main ones: ‘ '

-1/ .The determlnatlon of the'“nomenclarure? (llst)
;of the co;modlty balances.,.ﬁ: | | -
_Ewe have to answer the follow1ng questlons-
o - For whzoh products 1s it necessary to oon~ ’
struct commodity balances? BN

- How to group these balances?

' Both aspects must be considered as part, of the
whole system of classifications and methodological i
requlations applied for national planning. The nomen-
clature will be different from country to country and
from ¢ime to time (For example in the GDR there are
about 4.000 commodity balances and in the éih.z.317o
(in 1971). R e o

Fe

-
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Individual commodity balances should be
drawn for goods of major significance foy the
national repréduction process in the-.field of
production, 1nvestments and consumptlon. The
aggregatlon to baiances for groups of commodi-
ties depend; upon the’whole'ffamework of plan—
- ning in the country concerned (planning and ba-
lancing pyramids) and upon the épecialities of
different groups of commodities (raw méterials,
consumer goods, machines and equipment) with

regard to the possibility of aggregating.

2/ The choice of the unit of measurement. (the
ﬁaluaﬁion problem) :

The items included in commodity balances
can be valuated on different bases the concrete
one dependé upon the aim of using‘this tool.

A unified price or different prices (producer's

and/or'market«prices, internal and/or external

. prices, prices of a basic period and/or current

prices) can be used, and in many cases physical
units may bé applied, too. Each unit of measure-

ment has its advantages and disadvantages, often
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it will be necessary to use several methods

(see paragraph 6.2).

3/ The problem af cellecting the necessary

data and the qﬁestien of timing of the flow ef
such data (the iéfermationc and timing problems)

,:ft can be seen from the concrete svhene of
smﬂxty bslm@é ‘which Ma are necessary e
: alabetatimg mkiag sheets for m resources m
anaa and the fznal halansau for each commedity
eaanarnaﬂ In aa? aass the competént balancing
ezgegs wmll have ta eaa@arate with those ﬁﬁales
on thn Gaatral level anﬂ on branch or entezprige.
icvli Uhiqh are engaged in such activities iiRke
!!;ilct$6n;.ee§sam§tiea. export, impert ste. A
concrete follow-up system andl present base yoay
- figures (in the needed nmmaneiaaawe uﬁ eammmdiﬂw _
o) it e S the balmee

eing organs.

The problem of a proper timing of the flow
of such information frem their oviginal seurces
to the body v
to be solved as a part of methodological pegula~

‘faking the balancing process has

tion applied for the procedure of national planning.
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6.2 The use of commodity balances in foreign trade

planning:

As we mentloned earller 1n thzs paper (see paragraph
Jl), forelgn trade is an-importan£“means for achxevxng
;;o;ortlonality and con31stency hetween all spheres’ and ?2;
branches of the national economy. At the same tlmelan op-:.
tlmal structure of productlon can ‘be aehleved by u51nq the{ﬁ_
possibilities of international division of labour. That '.'
concerns the complementary function as well as the substi-
tutive function of foreign crade, and this role of export

and import is of special importance for those countries

connected to a high extent with.the;wonld markets.

Therefore commodity balances can be used as imbortant
tools in order to take full advantage of these functions and
possibilitles of foreign trade. ;As we have seen in the sch—
.eme of a.commodity balance, import and export are essential
items of these balances. When elabordting a commodity balance
of a certain commodity or a group of commodltles, there are
always decisions to be made with regard.to possible variants
aimed at meeting the demands of the national economy’and'the
éopulation and of making the most of the~resources of the -

country. -Such variants can be as follows:
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a/ :;domesticn procduction and (or wlthout) export,
b/ jdomestic productioh and (or without) import,
¢/  import without domestic production° i _
a/ 'domestic production, impo:t‘and expor#. g

Commodity balances can be applied as a'tooi for'ooé
ordination between different targets and a m@asure to )
maintain appropriate proportions between ths foreign trade
variables and other variables such as production, domeetic
consumption, ... etc, a matter which can. greatly raduoe
the possibility of facing certain hottlenecks during tﬁa
.implementation phase. In tha process of inéuatrializatioa
in developing countriee auch problems will ariae very éften
and deciszons concerning the. best proportion hatween domea—
tio production, import and export will be necessary as . wall
on the central level as an branch level. : '

, conmodity balances are not only refiecting preeent pro-
3ﬁ;portions with regard.to a certain commodity or group of eom-
f;modities, but they are to be used as a tool for finding the
. best (optimal) proportions from the point of view of the na-
:Rtional economy as a whole. Therefore it ‘is necessary to
value the itama of the balances by different prices and, if
posnible, to connect using cammodity balances with optimizing

vl .
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calculations in the process of planning the commodity

structure of foreign trade.

As we mentioned before; commodity balances are only
one part of a comprehensive system of balénces in the na-
tional economy. For the purpose of foreign trade plann-
ing commodity balances are linked above all with input-

output balances and the trade balances.

There exists a lot of interrelations between export
structure and import structure which have to be taken into
consideration in the process of planning and balancing. As
we all know; certain inputs are required for certain expor-
tables, which &amnot be furnished by the domestic market,
e.g. the import of a certain amount and a specific assort-
ment of steel and ponferrous metal is needed for exporting
machines and equipments of a certain volume and structure.
As‘commodity bélances only give an answer to proportions of
one commodity or group of commodities, they cannot reveal
such close relationship. Therefore we need a connection be-

tween .commodity balances and input-output balances.

Another problem is the relation between the commodity
and fééional structure of foreign trade. These interrela-

tions have to be considered in any case in planning foreign
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A = State Planning Commission - Level

B = Ministrie's level

C = Level of Associations of N&tiona;ly owned Enter-
prises and other balancing organs on deqehtral
level (e.g. producing units).

25y

on levelﬂag?ommodity balances are drawn up for goods
of top priority; éw9. of major significance for the national
erroduction process. The ministries (level B) are respon-
sible for dfawing up balances for such géods which are impor-
.éant..too, but the production or the use of‘which is mainly
concentratéd in one branch; in the sector of the ministry

concerned.

The enterprises or associations of enterprises (level C)
are included in this pyramid by balancing the resources and

uses of particular commodity grades, assortment etc. 1In mény



'i:cases ve are balancing on central state level hcmoqeﬂaoé@
rqroups of commodlties (some assortments of ateel. graxn.A
machlne tools,.motor cars..... etc) whereas the detaiieﬂ ,
aasortment, differenb types of machines or other eaamn&i-.-

tles, will be balanced on enterprlse level. ?hér meana _
| that the majority of all commoditles is elaﬂoratea om da- '

‘-central level . o  ”"f .:;f»7,'_'; L

| This fact nnderllnes the great importance of balaneing

| organs on: the lower level for detenm;ning - on th@ baaié of

,aqgregated balances of hxgher levels and considezing other

;5'liab111t1es and 1im1tatxons (see paragraph S 4 - the cogcrete s
commodity structure of export and kmport in the ptqeaﬂs 6&‘ *;fi;
planning foreign trade. BAs we have learnt hafore, tbesé ba- ’
lancing activities are linked closely with tha plaanind pro- -
| cedure in the foreign trade enterprises and resulting frcm

coordinations between balancing organs and foraiga trada en- | .

,terprlses contracts concernznq export and impowt sre conc¢ . a%
1uded S , | o E i?(;
'?' : Py v’ Lo { .
In the GDR all items of commodity balances ave yaliuwated .- .
on the basis ef induatry delivery prices. as far as, wessihle _' o
items are vnluated additiqnany on phyﬂical uni&a Wﬁw mtﬁo :5 i%,'

ials, agricul&ural ﬁtdﬁﬁets' S kiﬁdg of i
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For all export and ihport goods the external prices are
taken, too. Thus for calculating profitability in the
foreign trade operations on commodity basis we can com-
pare the prices received on foreign markets for export-
ables (or paid for importables) with internal prices (see

formulae in paragraph 2.4).

Exports and imports as a part of commodity balances
are subdivided to different»areas or groups of countries.
Thereby it is possible. to connect to a certain degree |
planning the commodity and the regional structure for for-
eign trade and to use the elaboration of commodity balances
for solving possible contradictions between the requirements
of a proportionate development of the national economy
with the possibilities for selling or purchasing certain
goods on foreign markets. Nevertheless we need additional
tools for planning the regional structure of foreign trade

(see chapter 7 and 9).

Long-term experiences have proved the use of commodity
balances for planning foreign trade. At the same time we
learnt that in addition to the géneral problems mentioned
in paragraph 6.1 the following questions have to be consi~

dered carefully in the process of planning and balancing:
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1/ ‘How to determine the concrete demand of the
neéiOnel ecqndmyffor certain commoditiee, above
ell'in'conneeéion with tﬁe plahned.import? Some~
tlmes the demands of potential users are greater
Vithan the 90551b111ties of meeting these demands in J
- the plan perlod, e.g. because of.llmltatxons.by the 

. balance of payments.

2f Though there is conformity in general between

the nomenclature of the plan, the follow-up system

and the commodity balances, there are_eeme difficule

tles to be overcame._ That concernes ahove all ccm--‘ | ﬁ
.°parlsons with the 1ist ‘of: cnunﬂﬂﬁﬁiﬁﬂ An: ibﬂeign tnade
agreements with other countries and zpecifie problems :

with regard to the export and import of complete plants

covering different kinds of single cemmodities.

g/ External prices for exports and imports may change
bqtu.en the time of drawing up commodity balances and
the inplementation of the plan. ,qaﬁa-is of great infl-
uence on calculations for the profitability &€ exports

~ and imports., Thus it is often necessary using prices

of a basis period in an early stage of balancing and

later on adding the current prices of the plan pericd,
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4/ Equalizing resoufces and ﬁées is a general aim
in. u51ng commodlty balances. But in the case of
klong-term plannlng (e g. for 10-15 years) it may . be
useful to complete the balances of some very import-
ant commodxtles step by step apd thug getting infor-
mation on possible limitations. 1In addition, valuat-
- ing oﬂ the bagis of physical units will be the most
appropriatg Qay w@gn eiaporgting balances for such

long periods.
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7 . Balance of ?ayments in Planning Foreign'rrade .
Foreign Exchange. ' -
7.1 The balance of payments in the network of wances’ﬂa
ﬁﬁanational econony and general relatlons to fore-

ign trade planning:

When speaking about balance of payments probl
- will be necessary at first to clarify the nature-of thls

categor¥.~;: In theory and practlce you will find two dif-
(8) v
ferent viewsa®

\
a/ The ‘balance of payments as a relatlon between the

"*Vfﬁ.credlts and deblts on internatlonal account.~

Taklng thls approach. the balance of payment of a coun-. :..

try must necessarily balance, when all ;nternational

' transactions are taken into account.
b/ The balance of payments as a relation between the:
agg;eéafe'foteiqn exchange receipts and eapenditures
of the national economy. In this view in&alances'or '
diaegg%iibrium is possible and we .can speak about ac-
.tive“o;.passive balances of payments during a certain

period. - : {

(8) See: Rarry G. Johnson "International Trade and Economic - |
Growth" London Unwin University Books 1958, page 154

T
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Obviously it is necessary to take into consideration
both‘aspeocsfof the theory of balance of payments but in
compliance with the aim of this paper we shall concentrate

upon the second aspect.

As we are interested above all in the relation between
the balance of payments and foreign trade planning, we have

to conslder the structure of a balance of payment:

Scheme of a balance of payments (useq in the GDR)

Foreign exchange

Structure of payments
s A receipts expenditure

1 . Payments from commodity move-
ment:
1.1 payments from exports
_ or imports. _
1.2 payménts for licences
1.3 payments from other kinds
-+ of commodity movement.

2 . Payments from services
2.1  commercial services
2.2 non-commercial services
3. Credlt movements
4 . ‘Other payments

5 . Reserves of gold and foreign
exchange

Sum;of 1-4 saldo
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In the GDR more than 90% of.ali payments in foreign
exchange are connected dlrectly or indlrectly with fore-
ign trade activities (1nc1udlng payments “for transporting
e;port apd imgo;t'goods and credit movements resulting
from foreign trade contracts), whereas in other countries
the percentage of psyments from othex activities (tourism,
tserViceswin the field of transport performances, unilateral
mpnetaty transfers, inflow of foreign capital etc) may'ranke
much highﬁ§, But in every case the development of fsreign
trade'wil; be the focal ﬁéint in solvihg the problem of
equalizihg the balance of payments (in the above mentioned

sense), e.g. for the A.R. E., too. And on the othér hand

.J—J

the concrete situation with reg&&& to .the’ balancewof pay~
ments will be an 1mportant condition or llmltatiahg_or plan-

ning fogglgn trade. Thus wa have always to take i;tip

deratlon the close links between the balance of payﬂ@gts and

forelgn trade planning. ) ‘ %;

Part l of the scheme of a balance of paymen&ﬁwontalns

the trade balance of the country. When investigat&qg the

development of the trade balance for purposes of p?f;

Sl ! o
analyzing we must pay attention to how the J.mports %re valua=--
%

ted. In the GDR and the other CMBA-countrles valu%ﬁton is

carried out on the basis of fob-prices.
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transport cqsts‘and-other'éxpenditures in fdreign cur?ency
for imporﬁs'up to the pordgr of the own.cquhtry'appear as
commercial services in péft 2 of the scheme of balance of
payitents and that a sﬁrﬁlus in the trade balance may result
to a certain extent to thi% fact. In other countries imports
are valuated in the trade balance on the basis of cif-prices.
For the pﬁrpose of international coﬁﬁarisohs these aifferen-'

ces have to be eliminated.

Trade balances and balances of payments are elements of
a network of balanCeS‘witﬁin the natiénal éqonomy'and there
exists a lot of interrelationé to be_considefed in éhe process
of planning and balanéing'the economy as a whole and foreign'
trade in-particular. Above all there are to be taken into
_consideration the links’ with the’ '

- balance of the gross. soc1al product,

- balance-sheet -of the state budget,'

L= credlt balance, - 4
- forelgn trade plan on the central 1eve1,
w7 plan of receipt; and_expenditurgs.in ereigﬁ

exchange.
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7.2 Planning of foreign exchange:

'
3.
1
1
3
I
:
1.
H

In the paragraph before we considered the balance of
payments as a relation between the aggregate foreign ex-

change receibts_and expénditures of the natiomal economy.

- o e b

'As'the balance.of payments is.drann up not only as a "£6l1-
IOW up halance" for analyzlng past perlods but also as a E}
plan balance" for futural periods it follcws from this de-~ : 7%_‘
fxnltlon that the balance of payments is the most important &;g
“tool for plannlng the flow of forelgn exchange on the cent- f}.
‘tal state 1eve1 in the course of 1ong-med1um~and shoht-

NN

plannlng.

1

But accordlng to the- general principle of damncratlc

entralxsm in socialist planning all the branches*énd enter-

prises enqaged in the fleld of expendlng and rec%§v1ng fore-
0 A

R TP

"1gn currency have to be xnvolve& ln the process

- the flow of forelgn exchange, too.; In addltlcn to thé\t

’}ign trade such act1v1t1es are to be taken into cons;d % 1on, ,fé

s L i N

oo, like tourism, shippmg. through traffic as so. aS f%#elqn

'exchange relatlons in connectlon w1th forelgn policy,5*

.etc. in ‘the follow1ng we shall concentrate upon Plannlngtﬁ”

forelgn Eschange 1n the fxeld of forelgn trade.

e Tl

Xt
Edats X 29
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In socialist countries planning of foreign exchange
is connected closely with tﬁe‘applieation of the- state
monopoly in foreign exchange the essence of which can be
defined as follows: '
l/» . The state concentrates all foreign currency funds
of the country in its hands and determines those or=
. gans being responsible for managing, planning and or- -
ganizing currency relations.
-2/ International currency relations of the country
are carried out on the bagis of the plans and balances
concerned. Currency movements outside the foreign ex-
chénge pian have‘to be approvea by the state organs
concerned. |
' §/ The international peyment transactions are carried
“‘out “and controlled by the state bank and other responsi-

ble.beﬁking establishments,

Aévﬁe mentioned before, in the GDR the bulk of receipts
and expenditures in foreign exchange results from exports and
'1mports in connection with transporting these goods. That is
the reason why in the planning methodology of the State Plan-
ning Commission the procedure for drawing up the plans for

foreign trade and foreign exchange.is elaborated in one common
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;Qghpter. In this gﬁﬁﬁﬁkﬂhggy'the structure of the foreign
‘exchange plan is determined with. regard. to the resources
or the purpose of use of foreign currency in the period

'cpnqgrned and to the regional aspects.

Aécordingzto reSquées;and purposes of use the recei-
pts and expénditu:es in foreign exchange are subdivided as
follows:

;/ exports and imports;

2/ services |

| - commeréial services, above all transport pexr-

formances for the forelgn trade of the own
country and for (or hy) third countrle&,
- non-commercxal se§v1qes,
3/ claims and obligations fxomaexports, 1mpoxts and
wo servxces;

Yy tclaims and ohligatipaa from bank-and other creﬁit
AO’rf. 1nstitutgs,

In the cases l and 2 movements of exports or imports

‘-1,{@@@ Eﬁ#e&ﬁn-ﬂxehange take place in the same plan period. In

'f;annual planning the figures can be subdivided into quarters.

.

PP LRSS Sttt DL R -
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With.régérd to reqiohal aspeéts £he‘s£ructure of
' the plan is as folloyég )
1/ Sécialist~cou£tries
- separate countries takinq part in the-
clearing éystem on the basis of the trans-
ferable rouble;
- socialist countries with other clearing
forms;
2/ Non-socialist countries
- separate countries with bilateral clearing

on the basis of agreements concerned;

- convertible currencies;

On'the cen£ral level the Spate Planning Commission is
responsible for drawing up the balqnée.of payments hucdxxna-
tion with‘other ministries,'above ail the Ministry of Fin-
ance and the Ministry of Foreign Trade. The Ministry of
Finance coordinates the planning of foreign exghange.of.all
brghches~besidés of forei@n'tradé'andu;s in close coopera-.
tion‘with the State éénk,in all questigné of the international
monetary policy. The Ministry bf Foreign .Trade is responsible
for.drawing up the detailed foreign.exchange plap (subdivided

into countries, currencies etc) as a part of the comprehensive
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foreign trade plan, suhmtts the plan drafts to the State
Planning Commlssion and coordinates and approves the for-

eign exchange plans of the foreign trade enterprlses.

Unlike foreign trade planning there is no "2-channel-
planning" in draWing'up the foreign exchange plan. This
‘is in conformity with the'state mOnopoly in foreign exchae
| 'ngl,fuﬁiaéﬂing‘to which monetary relations,between enter—.
prises and otherlorgans of the national'economy - also in
.-the fl&ld of forelgn trade - are organlzed in any case on

the ba31s of domestlc currency.

Hence it follows'that'foreign trade enterprises bear
full responslblllty for drawlng up forelgn exchange plans
on the branch and enterprise level. Above all- they are res-
pon51ble for guaranteelng conformlty between material, fin-
ancial and foreign- exchange planning as an important basis
for a- smooth carrying out of the exports and 1mports in the
group-of commodities they are responsible for. ‘In addition,
they have to ensure by qualified planning and concludlng ex-

'port and import contracts that the general targets .of the :

foreign exchange pollcy will" be fulfllled - Accordlng to the

concrete situation on the capitalist world market (devalua-

tion or revalorization ofbcurrencies, changing conditions in

i
i
!
i
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the field of foreign exchénge transactions) foreign ex-
change plahning is extremely diifiéult in relations to
these coﬁntries. The foreign trédé enterprises are co-
operating in these questions closely with special bank

establishments, above all with the foreign trade bank.
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. Prices in Foreign Trade Planning.

8.1 The role of prices in foreign trade planning:

Prices are important tools and at the 'same time: tar-
gets in socialist planning in general and in planning f&ﬁhi
' eign. trade in particular. Qﬁ&&iresnlts from the main. fun-—

ctions of prices in-a socialist economy:

1/ The price is the measuring instrument of the value

i.e. of the socially necessary exﬁense,of;livingiand'
embodied labour needed to.produce any commodityf

2/ The price operatesnas an economic incentige%

3/ The price is a meang for dietributing.and'red&swi'

tributing the national income. oo

Starting from these general functions we: can. determine
the role of prices in socialist planning as followé.(gé
a/  The price is a means—to ensure the reproduction
'process according to the general targets of the plan.
“Under the conditions of commodity production and the
ibexistence of commodity - money - relations in.a socia-

'”list society prices are important tools for reflecting

9) ‘See in detail, W. Wunderlich, "The role of the price in the
plan of development” Memo No. 1096-Part II- of the
: Institute of‘National Planning.



- 100 -

and realizing the social gross product as a whole on
the one hand aﬁd:for supporting the development- of -

' thévsocially necessary proportions of the economy on
the other hand.

b/ Thacprice.is an instrument to stimulate propor -

' tiohai planning and the implcmehtation of the planned
proporﬁions in the economic development. As we men-—
tioned in chapter.G; this task involves‘using the pos-
sibilities of foreign trade'fof achieving the best
(optimal) proportions.

c/ Prices are a ﬁeans to ensure enterprisalveffici-
ency and profltablllty and to stimulate cost reductlon.
" As to forelgn trade plannlng, this role of prices as
economic incentives is of special 1mportance in the
case.of p;oducing and selliog expo;t §oocs;

d/ The price is an instrumentzco support planning and
iﬁplementiﬂg the équilibrium Sf supp;y and demand. Start-
_ing from the principle in general that in a socialist
economy it is strived for a planned equilibrium of sup-
ply and demand on the basis of prices reflecting the -
values of goods, the necessity can arise for planned

deviations from the values of certain commodities.
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e/ Prices are used as tools for a planned distribu-
tion and redistribution of the national 1ncome. This
task. is closely connected with ensuring a proportionate
development of the national economy as a: whole and
with the aforementioned necess1ty for deviating from
the values, above all in the field of retail prices 6f
consumer goods with the help of subsidies, taxes etc.
g/ Prices are used as a comprehen51ve tool of planning-
in all stages of the planning procedure, 1n all branches
. and enterprises and on all levels of the planning and
balanc1ng pyramid" ' In accordance with the principle of
the unity of material and financial planning prices are
the most 1mportant tools for evaluating the different re-
sources\and_funds and in so ‘far for promoting balancing

and optimizing the plan.

50n the basis of ‘this general view with regard to the

o role of prices in socialist planning ‘some specialities have

-

to be taken 1nto conSideration in the field of foreign trade

"planning as compared ‘with other branches of the national ec~-

‘1-Q"onomy. This results from the fact' that ‘in addition to the

domestic-prices planning has -to involve, “too, external prlces

(in many cases several prices for one commodity on different
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markets) with-additional difficulties in évaluat;ng the
"futural dev§1opment..'The.main aspeéts in éhis.gonnecﬁign _
can Be determinedlas follows: .
a/ In the process of planning foreign trade it has
'td be decided whether the volume of export and import
should be valued to domestic or foreign prices. The.
’ deéision will depeﬁd upon the plan period, the task
to bé'soived apd ofher factors. This problem is a
speciél'aspect of the»above mentioned principle of the
uniﬁy of material and financial planning.
b/  There are a lot of interrelations between the de-
velopment of internal and world'market prices affecting
decisipn making ih foreign trade planning (see paragra-
ph 8.3 too).
c/ Calculating the profitability of export and importA
’ ;is inf;uenced‘to'a high degree by.the level and quélity
of intérnal and foréigﬁ prices (éée paragraph 2.4).
d/ Solutions iﬁ optimizing the commodity and/or re-
- gional structure of foreign trade depend, too, to a high
extent upon estimating the development of prices of the
commodities concerned on different markets (see chapter

10).



Starting from this representation of the role
of prices in foreign trade pianning in general we
shall now give emphasis on the following three
problems: .

1) _.Evaluatlon of external prices in foreign trade
plannlng. e
2) }-Domestic prices in foreign trade planningfp
3) .Application of current or unchangeable prices
in planning and analeing,foreign"traae} .
_ 8f2 External prices in foreign trade planning:
‘ g S : ;&
The development of world market prices is one of the
most lmportant and at the same time one of the most compre-
| 'hens1ve questlons in theory and practlce of 1nternatlona1

-7

‘ trade. There are so many factors influenceing the 1evel,

the structure and the development of these prices that fore-.

castlng 1n this fleld is an extremely difficult task, above‘

all for purposes of medlum-and long<term plannrng. - Never=
theless in planning foreign trade we have to assess exports
and 1mports not only w1th regard to the guantity, valued on
fthe basxs of'phy81ca1 units and to domestic prices, but also
-in}the.term9of.externai prices. Otherwise it is impossible
to;caiculatthne profitability of export and import and the

probable terms of trade in the plan period concerned and to



---------

aheagq, Obv-
ilously, the dégree of uncertainty Will. be Mmuch higher than
1N the cage of assessing vpri'ce.'s for Purposeg
ning., pu¢ in gpj '

’




B 10.5.... -

Price relations concern the relation between prices of

different commodities or groaps of commoditiés. Within
the same price level the ‘development of the rélations be-~
tween single goode,Adiffetent gualities or from country

to dountry can.wary-esséntially.

The price structure.is.the composition of'the price of a

certain commodity concerning outlay of funds, cost of nma<
»terlal, wages, proflt 1nc1ud1ng p0531b1e 1nfluence of taxes

8.

or subsidies.“

Methods‘or instruments-for forecasting the déVeiopmeﬁt'
of external prices w1ll dlffer, above all,as to
f’QV. .short—medlum or long-term plannlng, |
e ,the klnd of commodltles (minerals, agricultuxal
products, equipment, consumer goddﬁ etc)z' '

- _regional aspects.

: Irrespectlve of this differentﬁnﬂma some general hints

can he giv n, In addition ‘to analyzing the past development '

"kmfof the’prides of single goads or groups of commoditles as a .

;analyzing'and forecasting of prices" has proved to bh succes*, ,c

sful, especially for purposes of med ium-and long~term price

planning of selected goods with great importange,for,the eco-

nomy. The technique of this method can be deséribed as follows:
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l/-szY'analyzing'the.past development the most im-
portantrfactors influencing the amount and the chan-
ges of the price of the commodity cohcerned are de-
termined. Such factors can result from the scientific’
technical progress, changes in the technology of pro-
dqctlon,'used material including possible substltutlon,
changes in_supply or demand etc.f'

2/ aEach of these factors éets an index according to
the relative importance on the price as a whole. The
total of all indexes is equal to 1.,

3/ 1‘The development of all these factors is forecasted
independently from each other taking.into consideration
different.anc‘partly adverse tendencies.

'g/‘ #By cOnbiningrthe;resuits of tne selected factors

the probable price in the futural plan period will be

pL Y O

’founa By u31ng mathematical methods interrelations be-»
~?tween dlfferent factors 1nf1uenc1ng the prlce can be

fcon51deredw

Thls or'81m11ar techniques can only be used as support-~
;,1ng 1nstruments in the course of the concrete research work

“in thls:f;elq..»In any case specialists have to consider all

' the circumstances including political} environmental and

other fictors in a comprehensive way taking the final decision.
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As to the experiences of the GDR and other CMEA-coun-
tries in this field, some differences in principle have to
be considered wiﬁh regard to planning external prices in
‘foreign trade relations with socialist countries and with
capitalist countries. Phis is due to differences ie prin-
ciple of price formation in foreign trade between CMEA=-coun=-
tries as compared with foreign trade with other countries
(see in detail the lecture on international economic compa-

rative studies) .
8.3 1Internal prices in foreign trade planning:

As mentioned before, we have to take into consideration
the close interrelations between internal and externel pri-
Aciéé. On the one hand, domestic manufacturing costs and prd-
ces in the ieading export countries of the,cqmmodities con-
cerned are the basis in principle for the formation of world
.merket prices "and on the other hand prices of import goodg
r,are a more or lees important factor (depending upon the for-

eeign trade intensity of the national economy and the price

1, policy of the country concerned) for the domestic price level,‘

'?"price-reietionsvand price structure.

e e N W e LAY A LR S
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It follows that internal prices as figures within * .
the comprehen31ve foreign trade plan always have to be
-seen,in,connection with«external prices. As far -as the“ e
price level is concerned or when ‘using internal prices as
a: part of profitability calculations for export and/or im-
port goods we have to consider, too, the great influence
of the foreign exchange rate on p0331ble conclus1ons. That
‘applies above all to those countries (e.qg. the soc1alist
countries) where the exchange rate is not the spontaneous
.result of supply and demand on international money markets
but where the exchange rate is fixed as a part of central,
planningAbykthe‘government, and will be stable for a long-

ger period.

The role of internal prices in foreign trade planning
will differ in detail from country to country according to
fthe domestic price policy. Thus in the follow1ng we shall

| 'refer to how this problem is- handled infthe GDR

In the field of export, domestic prices play an - import-

ZJant role in planning and balancing the development of the

'“yffvolume of the commodity movement and in the process of plan

'llicoordination between industrial corporations and foreign trade

enterprises (see paragraph 5.3). ln the early stages of
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socialist planning in the GDR exports”nere delivered from
producing'units,to;foreignfenterprises}bn?the basis'of do-
" mestic prices'in all. cases. »Infspite*of'chahging-this'me-
thod for ajgreat‘part'of;the erportfindustry‘domEStie“prisﬁ
ces are still of greatfimportanceéfor'reguiating1the rela-
tions between industrialland foreign“tradeEenterprises.

(As to the role, of 1nternal prlces in. calculatlng the pro-

fltabillty of export we refer to paragraph 2 4).

Domestlc prlces are of "special 1mportance for planning
the export of. completely new goods or of commodltles w1th
improved qualities according to the SCientlflC tebhnlcal pro-
gress. There are’ sometimes tendenc1es in’ the industryofor
.1ncrea31ng domestlc prlces.nore than the usé =~ values” of ‘the
'commoditles concerned and the poss1b111t1es of reallzlnq<ad-
' vanced’prlces on forelgn markets were raised. Therebyrthe
. volume of export in terms of value (measured to domestic pri-
ces) would rise without a real 1ncrease of export quantlty.

fThus the foreign trade enterprises have to scrutinze pricesi

,'for new commodltles and urge for necessary adjustments.

‘ wifﬁf£é§5ka toﬂimport'domeStic priCes are‘concerned on’.
. -the one hand by the influence of world market prices.on the
price level of the natlonal economy as a whole, above all in

the field of raw materials and fuels. On the other hand

A L]
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.'internal importsdelivery,prices are important indicators
for measuring:themfulfilment of :plan targets or for asses-

- sing the profitability of ‘planned :import activities. In

detail the different types of the formation of import de-
livery prices are to be considered ‘before conclusions can

be taken. 1In most cases these prices.are related to -domes-
tic pricesiof similar commodities of the own.production.

But if there are no p0881bllltles fon proper comparisons the
real costs of the 1mport are ‘the basis for the internal pri-

ce of the commodity .concerned.

8.4 Application of current or: constant ¥rFees in planning

and ana1y51ng foreign trade:

.EConomic‘planning in general and foreign trade plann-
ing in particular can be carried out on the basis of curr-
end and/or constant prices of a.certain periogd, “e.q. prices
of the last year before starting a new 5-year plan period
The same problem arises in.the case of analyzing the past
.development. Each of these possibilities ‘has its advantages
and disadvantages and in any case itidepends upon the sub-
ject and the target of the plan or'the analysis concerned

whether current or censtant prices are used.
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Provided the long-term planning is aimed above all
at coming to recognize the development of volume and com-
{modity structure of export and inport in terms of use-
“value'using constant prices (either internal or external)
will be given preference. The same decision will be made
“when analyzing long—term tendencies of the volume of in-

ternatlonal trade. If statistics only comprise current
'prices, distorting influences of inflation on the foreign
trade volume and of different price developments between
commodities on the structure of export and import . can- be

eliminated‘by using suitable coefficients.

051ng current prices is to be given preferenca,in all
"those cases if the influence of foreign- trade on the trade
balance or the balance of payments has to be con31dered ~and
_Lﬁ optimal solutions with regard to the profitability of

foreign trade are to be found.

In the GDR annual plannlng of foreign trade 1s carried
QOut on the basis of current prices in principle. In.medium
ﬁand long-term planning the price-bases are used in a differ-
.ent way, depending upon the stage of the planning procedure
and other factors. 1In some cases both types of prices are
used side by side, thus giving the opportunity for making

conclu31ons with regard to different aims.

b e e i e



Different Problems and Possibilities in Planning Foreign
Trade With Socialist and Capitalist Countries:
9.1 ‘The role of the regional structure in planning

foreign trade:

Planning of the commodity structure and the regional

structure of foreign trade is closely linked with each

- other. The commodity-structure of export and import is of

great influence on the development of the flow of foreign

trade to different countries, as buying and selling of cer~-

- tain commodities (e.g. the purchase of some raw meterials,V

or highly sophisticated equipment) is often limited to few |

. selécted countries. On the other hand, the structure of

‘foreign trade with regard to countries or foreign curten-

cies (e.g. depending upon central decisions in the field of.
foreign affaire or the needs of redressing the balance of

payments in certain currencies) has a moreem leas determin-

| ing effect on shaping the commodity structure of' export and

import of the country concerned. Thus these interrelations

have to be taken into conEideration in planning foreign trade.

The most important factors influencing the regional st-
rncture in planning foreign trade can be determined as fol-

lows:

. e o e e = e - - - . Cm e m e e A DR Senesve— e v o o
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aims and conditions in the field of foreign
affairs according to the close connections be-
tween poliey ‘andéconomy;.y

effects of integration processes (e.g. in the

case of CMEA, EEC, integration among Arab Coun-

tries). Experiences of the past years prove.

the growing inflnence of specialization and co-
operation of production as a crucial point of
economic integration on the volume:and the re-
gionalAstructure of export and imﬁort;

requirements resulting from the oommodity struc-

. ture of export and import;

pOSSIbllitles of selling and buying on different

L

: markets.

demands for equallzlng the balance of payments

with regard to: certain currencies and/or countr-

5.1es, above all in. the case of existing bilateral
.'.-.clearing agreements,- e
:1Aaspects of the profitability of foreign,trade in

connection with different prices (including costs

of transportation, influence of oustoms étec) in

export and import relations to 31ngle couhtries.

S e e



The aforementioned factérs.are not isolated frbm
each other, there are many interrelations.i Starting from
that the following methods, instruments and techniques
can be applied in planning the régionai‘structure of foie—
ign trade: - |
a/ Special plan figures énd'plan,components.witbin
the planning procedure for the development of export,
import and the flowfof foreign éxchange to different -
groups of count;ies, separéte countries and/or curren-.
cies; | |
b/ Using the diﬁferent possibilities of economic in-
‘tegration, above all activities in the field of inter-
nafiohal plan cbordination or joint planning, for plan-
ning foréign trade with partner countries of the comm-.
unity concerned and with third countries.

¢/ Using trade aq;eemenﬁs and other types of govern- -
i . S e el I PO LT TS .,

*

mental agreements in the field of foreign economic're- . % ... -
i BET ey

lations as a means for planning and realiding ;he,dQVe;Vl;ﬁi”7~

'iopment of foreign trade to certain countries;

d/ Customs policy,. fixing of. exchange rates -and fur= .
therc financial instruments: as-a means for influéncing{ Y

the regional structure of foreign trade;




e/ Using mathematical models for calculating the
optlmal structure of forelgn trade with regard to the

reglonal development (see chapter 10)

Dependlng upon the- dlfferent conditions on the socia=
list world market and the capltallst world market reg;onal
planning of the foreign trade has to be distinguished above

all reiating to socialist and capitalist countries.

9.2 Specialities in planning foreign trade with socialist

countries:

The economic development of sociallat countries is plan-
ned. .in a comprehens1ve way and the soclo-eoonomlc conditzons
in tpese oountrles guarantee a high- stgp;lity 1n ‘ecohomic’
growthwaod the realization of Riabilities resulting ftom in-
ternational economic agreements with other coﬁhtries. There-~
by favourable prerequisites exist for planning forei@n trade
relations with socialist countries. That is of special impor-

tance for planning foreign trade by CMEA-countries, e.g. the

GDR -

ation in planning with other member countries of CMEA carried
out in different forms and fixing, among 6ther things,. mutual

foreign ttade relations for several years ahead concexrning

Of particular importance in this connection is the cooper-.



volume and commodity structure of e#port and import.' At
the same time, agreements on governmental, branch and efes.
terprise‘level for further depening‘scientific-technical
cooperation,‘cooperation'in investments as well as specia- )
flizationiand cooperation in production involve a lot of
concrete liabilities for futural exports and imports;: In
the result of.theSe»activitiee in the framework of socialist
4economic 1ntegration trade agreements, containing the volume
and the detailed commodity structure as to export and import.
are conciuded between the CMEA—countries for the following
45—year-plan period They are completed and - in conformity
w1th new tendenCies conditions and knowledges - corrected by

‘ annual agreements.

By connecting the preparation and the conclusion of these

. _agreements with the continuous procedure of planning foreign

trade on all levels and in .all branches and enterprises a.high 0....

quality in planning and realizing foreign trade- relations to )

other socialist countries can be achieved.

The aforementioned conditions create favourable conditions..'
too, for planning foreign trade with socialist countries by de-
.veloping countries. ﬁﬁﬁkﬁ tesults, ‘above all, from the g}anned. ’

stable economic development in socialist countries including




foreign economic relations, In addltlon to the methods
.and techniques for plannxng the regional structure of fore-
1gn-tr§Qe4§§;ment1ened intparagraph 9.1 the following fac~
tors conld-be used' |
&/ In connectlon w1th the elaboratlon of long - and
medium - term plans of the economlc development irn de-
velopingjcountr;es there are~qertain~pessib111ties for
- a egprginetign'in egeeigl fields with the planning ac-
tivities“in,egcie;ist countties; Such a kind of "plan
coordinatienﬁ is po#sible on a bilateral level or on a -
multilateral level with CMEA—organs (e.g. on the basis

of agreements between the CMEA and Mexico and Iraq). -

b/ Based on a centrally'planned development (including

or wlthout a plan coordlnatlon) long=term agreements be-
tween developlng couhtrlea and soc1a11st countrles on 1m~
portant subjects in the field of scient1fic-techn1ca1 A
‘cooperatlon, the establlshment of great pronects (e g.
in the fields of industrialization or improv1ng the in-
-i;frastructnréy orzfor specialization and cooperatxon in

i7proauctionf¢ou1d-he poncluded with effects on a: stahle

{'gnd impo:t relations betueen ‘the

- h.’_;': . J
PO VRPN



c/ Bilateral trade agreements (see for example the
agreement between ARE and GDR for 1978) containing
the volume and the commodity structure of export and
1mport are useful instruments for regional planning,
too, as obligations from these agreements are parts

of the forelgn trade plans of both countries.

. 9.3 Specialities in planning fcreign trade with capitalist

countr1es-

‘When pianning foreign trade relations to capitaiist
- countries we have to take into consideration the economic
laws and concrete conditions influencing the economic devej
lopment;withiﬁcghe single countries and on the capitalist
.tworla market.as}a whole. Ecohomic crises, high inflation.
‘rates and'the'absence Of effective sYstems of central plan-
'ning by capitalist states are ‘some of the factors affecting
'lnot only the economy of the own country but at the same time :

-..the foreign economic relations to socialist countries and to

"fafdeveloping countrles-r

b5,,.nncerta1nty forelgn trad .plans have to comprise export and

‘dmport relations to capitalist countries, too. 0therw1se a

_ comprehensive planning and balancing of the reproduction pro-.
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According to the aforementioned conditions we should
give emphasis in foreign trade planning with capitalist
countries on the following faotors:

1/  Long-term agreements on governmental level or with

certain cofpoiations, comprising concrete obligations

as. to the volume and structure of export apd import,

can be used as a means for stabilizing the mutual eco-

nomic relations in, conformity with the targets of the

foreign trade plan as a whole. _Agneements.of high dim-

ensions.oﬁ "barter transactions™ between socialist coun-

triés_and western partners during the past years have.
proved to be useful inotruments. Am_;q:
g/ - Planning foreign trade with capitalist coontxies
needs a most effective work_in_the,ﬁi%l& Oﬁlmorket re~
seach in the course of elabprating plans. and = if nece-
ssary - correcting certain t@;ggtS=in_cohﬁq;mi;y‘with
:oew-mérket conditions.
§/~ Technlques of foreign trade planning have to be
'.adopted to, these special conditlons. ‘That MeAns, above
i'all ensuring a high movability within the whole aystem _
' of planning Q.nd balancing enabling pronpt !:mtmns and
: decisions as to the targets and means of- tha plank . Ber-

mlSSlble varlatlons as to the commodity and regional



- 120 -

structure of the plan within the whole framework of

methodical regulations in the field of foreign trade

planning as so as: material and financial reserve ..

. funds are of special importance for this part of the

entire foreign trade plan.
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The Applicatiorr of Mathematical Models and Computers in Foreign
Trade Planning.

10. 1 The objectives of op&lmlzatlon calculatlons in fore1gn trade

, phmuung

As we mehtibnéd‘beforé, sbcialist'élanning‘is aimed
at flndlng the optimal solutlons for developlng the na-
tlonal economy, taklng into conslderatlon the existing ma-
terial and flnan01al resources, the manpowexr potential and
the entlrety of 1nternal and external conditions and pos-
51b111t1es in conformlty with the general polltlcal social
and econom;c targets-of the soclety fixed by thg{leading“,ﬂ

authorities of the state:

As to. foreign t#add planhing, there are always several
pbssible variants with regard te the volume, the commodity
structure and the iééiéﬂal structure of export and import.

As far as the_volﬁﬁé ahd-the commodity structure of export

~have different effects on the entire reproduction process,

B
and/or import are congerned, each variant of the plas will i%d
{

above all on production, investments and consumptjon. Acc-

ording to different prices ahd Eransport costs forﬁtn; same g'k
export and/or import goods on different markets the regicna} . g
structure of a fixed volume of export or import will influ-

ence, too, the profitability of foreign trade.
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In the foregoing chapters of this paper we described
the techniques and tools like.commodity balances, trade ba-t
lanceé;/profitability indexes, special plan_componentc etc.
which‘have proved to be a useful and successful means of
socialist planning for establishing plan-targets'being con-
sisteut and covering certain pre—deterﬁined economic cri-
teria. Also in future these methods will be of greatest,
importance for planning foreign trade and we are trying to
improue them in order to fit the steadily growing- require-

ments in planning foreign trade.

But at the same time we should make use of.mathematical
models and computers as auxiliary instruments helping us to
- take into consideration the manifold interrelations and re-
percussions between economic processes in the field of fore-
| ign trade and to find the optimal solutlon out of a lot of
possible plan varlants - One of thcse newvtools are input-
output—balances-caiculatihdluhe’ihfluencé of changes in the
structure of production consumption, export and import on all

: (10)
"branches (or groupswof commodities) in the national economy .

'jibi?’Please see“Schulmeister ”Tools fcr foreign trade planning,
e Part Ts alances" ‘Memo - No.204; INP Cairo 1971.



'tives between domestic production. 1mport and export and )
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Another tool Wthh has pfoved to be a useful tech-: -
nidque for foreign trade planning, too, i's the *linear pro-

gramming technique, or as we say, models“of optimization.

. Especially in cases of a diversified commodity ‘sfructire

'_of export and import in connection with a lot of alterna-uui

-

~‘with several possibilities for buying or selling ‘the . same

good on different markets characterized by different pro-

R B .y

' fitability indices optimization calculations can qualify

1. . .
Lt .',‘-,&,. .

essentially decision making in the procedure -of- forelgn

‘\sﬂ
Y Tt \(

trade planning.A

The. basis ideas for constructing and us1ng ‘linéar: pro-
N “ ". (11)

N \,,‘_ !

gramming models for planning foreign trade are as fallowss::

1/ We have to deoide Which problem is to be’ salvéd i
for which group of coumodities, e, q..--~4 -
- ‘Optimizing the'cﬁggodity structure of export
_and/or import in connection with the Struc-

' ;ture of the dcmestic production.

-

(ll)

As to the detailed steps 'in applying such models pIGISe see:
Schulmeister "The Application of Linear Progranping
Models for Planning the Optimal Structure of Foﬁvign
Trade" Memo 1014 INP Cairo 1972.
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- Optimizing the regional structure of a fixed
volume and commodity structure of export

and import to different market;

- Depending upon the task to be solved, the cog;
crete type of the mathematical model can be determined.
‘.3/ A linear objeétive function has to be formulated
which aims either at a maxﬁﬁﬁaation or at a minimiza-
tion. In conformity with the problem concerned the ob-
jectlve function mlght be e:ig.:

- Maximizing the surplus of export receiéts
over the import expenditures of the gfoup
of commodities concerned; |

- Maximizing the sum of domestic prices ef-
the 1ndustr1a1 corporatlons on the home mar-
ket and export receipts of foreign trade en-
terprises as to a group of commodltles,'

:;.f‘ M;nlmlzlng expendltures 1n forelgn exchange -
for a group of ;mport.goqu_agcordxng.to a
planned volume?‘ R |

'n;;rkl-'Minlmlzing the sum of domestlc cost.of produc-

~5tion and expenditu V "”figﬁﬁfér'

'a group commodlties.v'

JUN—, s oo g - gpne ——pa

A
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In all these cases differences as to, prices and costs.

between several goods within a group of commodities or be-

tween different markets will be used for the purpose of

maximising receipts or profits or of minimizing expenditures.

in foreign currency or in cost of production.

3/ A set of linear constraints has to be determined .

limiting the variables of the model. These constraints

have to cover the existing limitations both internally

and on

external markets, such as:

Limitations in the capacity- for producing -the .

exportables;
fhe negessity of fulfilling the domestic -de~-.

mand: in products which are also- exportables; .

Maximum possibilities for selling, certain-ex-

port goods on certain markets; ‘
Maximym supply possibilities for.commodities
on certain markets;

Obllgatlons arising from trade agreements or -

-i;commercxal contracts w1th regard to cextaln
"‘fexports or 1mports on flxed marketsr~
“{1Requ1rements from the balance.of - payments as

ke certain currenczes or countrles.'

-



- By means of such constralnts we can ensure that -

"iﬁﬁwiﬂﬁﬁactlve function of the model can only operate

w1th1n the bounderies decided by central plan targets’
and by the polltlcal, social and economlc condltlons
and alms of the environment of the economy concerned.
In that way we can promote to a high extent that the
sub-optimum solution of a partial system (e.g. produc-
tion, export and import of a certain group of commodi-
tiee) ﬁill meet the requirements of an optimal develop-
ment of the system as a whole. (the national econoé%?)
4/ . The necessary data for the calculation accor-
ding to the model have to be collected and checked
by the*blanners, after preparing the computer pro-
gramme the model'wlll be solved'by the computer and.f
the results of the calculation can be used bY.the'

Planners as a basis for decision making.

031ng optlmlzatlon calculatlons in socialist planning
foreign trade is not aimed at replacing traditional tools

llke balances etc. by modern tools like models of optlmlza-

L tion.. We are following the concept of combining the trad1~

tional and the modern tools in practical plannlng.

: Because-of the mathematlcal problem of the so-called "tgo-
.vlevel~planning please see footnote No.6.

mme e e
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A model; even if highily sophisticated, is without
any use, if the expert or the planner has not elaborated
on it in the correct 1ines, e.g. when determining the ob-
jective function, when fixing the limiting constraints
and estimating the inputs (cost, prices, maximum sale's
or supply possibilities for certain commodities on dif-
ferent markets, minimum demands or obligations for exports
and imports on certain markets etcg). Besides,’we'want to
stress that the political, social and ecpnomic development
are so manifold and include so many different factors and
tendencies which c&nnot completely be'censidgred in‘models.
Thus one has always to check the results coming from the
computetr and to compare. them with the real life before de-

ciding on the plan for: the futural development. “tya—

10.2 A linear programming miSdel for optimizing the commo-

dity and regional structure of foreign trade:

As we mentiehed before, using érogramming.techniques
in the field of foreign trade planning requircl difﬁerent
'types of modelsr depending upon the task to. be solved. 'An_
important problem in foreign tradexplanning is to find the
optlmal structure of the production, exXport and 1mport for ..

a certain branch or a group of commodities as a part o£
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the national economy. For instance we want to.decide,
wﬁen establishing a ﬁechenical'engineering complex for
producing aéricultural machines: Which‘is the optimal
size‘andﬁstfueture of the complex from both the internal
and.externei side? Which assortment of agricultural ma-
chinesvie to be produced and which percentage shall be

exported to which countries or groups of countries? Which

- kinds and which quantities of raw materials, intermediate

products and final products of certain types of agricul-
tural machines should be imported, meeting the demands of

the domestic market?

For this purpose the following model can be used.
The model is mainly,direqtea to an optimization of the
export and import structure. As the aforementioned pro-
blem toﬁches the development of production, investments
and consumption, teo, the ebjective function and‘the con-

straints can be extended'with regard to the available la-.

bour resources,.inveetmentfrequirements,etc,

The objective function of the model lookl as follows.

m . m

o S ’"-,. : - '8
A . P
g kr kr k— 5 kx k:r.‘ & r‘z‘_: gr gr gzz%_ r:—:

"dnggr"'.i ‘max
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Explanation of symbols used:

K =1,2,3 v.u N number of export commodities

r =1,2,3 ... m number of countries/markets

g =1,2,3 ... s number of import commodities

Pkr= external price (fob) of the export commodity k on
the market r per unit of volume

Xkr= export volume of commodity k on market r.

pY = internal costs or internal prices of exportables"

aJ = internal price for the importables (or domestic"
prices of the domestically produced commodities si-
milar to or sﬁbatitutés'for imports) .
The;canstréipts'(limitingﬂcbn&itions) are formulated

as follows:

(1) Y _+ X, = a, . X.+ X, + 8
= T9r k {5 ki"j - kr k

(2) xksg Kk

3 % & By,

R

(5) ¥y b



© ¥ >

i D o RS

Byr

S

n
(=3 ;iﬁéa Prr¥er™ 2o Agr¥erSS,

where

Xk=

S
a
j=ls s &

wn
b

h
l'\!llI

g=1

total production of commodity k

jxj= raw materials or intermediate goods
J=1 ... n for the production of com-
modity k (akj are the technical or
inpuf/output:coefficients)

final internal demand for commodity k

available production capacity for commodity

k or the planned capacity for the plan periecd

maximum sale's or supply possibility for com-

modity k on the market r

= minimum export or import obligations for commo-

dity k on the market r
lowest or highest limit for balance limitations

as to the market r
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10.3 Experiences in applying linear programming models

for planning foreign trade:

When constructing models of optimization and apply-
ing them practically one will be facing some problems
resulting both from the existing economic and other con-
ditions influencing the model and from the mathematical
apparatus. In the following we shall give some ideas how
to solve such problems utilizing experiences in research
work and practice of planninq;foreigﬂ trade in the GDR.

1% One problem concerns the contradiction between

the linear programming té;hnique - i.e. all coeffici~

ents and paramgters,atﬁathedatq_thervariables of the
modél will behavé'in'a‘iinear way - and the dynamic
behaviour in real life, above ali as the gxte;nal
prices are concg;ned. In many cases export and import
pfices (qbqvé“él{fé&ficultural products and some raw
' ,materials)‘wiii behave in a non-linear way depending
"on a certaln season during the year or on the quantl—

F'ties of export or import goods settled in commerc1a1

fcgntractsr
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If these changes are not remarkable one can neglect
them and use average brices. Otherwiée one can handle
the problem as follows:

a) We make Gsclaidthe parametric linear program-

ming technique and by this investigate the influence

of changes in the coefficients or parameters of the
model on the optimal distribution (e.g. of the distri-.
bution of export and import goods on different mar-
kets) ;

b) We can divide one commodity into 2,3 or more .

separate items according to changes of the price de-

pending upon the season or upon the contracted éuanf
tity. For example take for given that onions could

be sold for 100$ per ton when exporting less than 100

tons. When contracting larger quantities the Buyer

will get a discount of 10%. In this case we should
take the following items in the.model

k. = onions to be sold for 100$/ton within a limit

from 1 till. 99 toms

k_ = onions to be sold for 90$/ton when exporting

more thaft 99 tons.
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2/ Another problem deals with the possible or ne-
cessary size of the model. The number of variables
and the number of equations to be included in the
model is limited, especially from the aspect of col-
lecting all data in a proper way and of solving the
model in a reasonable time. We gained good experien-
ce in using models which included less than 10.000

equations or non-equations and 1000 till 2000 varia-

i

bles.

37 The aforementioned problem is closely linked with
the task of properly relating partial optimization mo-
dels to thé overall optimum of the national economy as

a whole. From the national economic point‘of view all
foreign trade models must be qonsidered as partial mo-
dels and the partial optimization must be in consistency
and in full line with the overall targets and limita-

tions of the national economy'™

There exists a system of models with a differentgﬁe—
gree of aggregation and disaggregation (groups of comﬁodi~
ties on a higher level will bé divided into single commodi-
ties or types of commodities~on branch and entegprise'levelS)

which can be compared with, the above mentioned hierarchical
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system of socialist planning or the pyramid of balan-

ces (see chapter 1, 5 and 6).

This problem must be solved, when determining those

inputs of the partial models like Gy » Rk, S, §retc.

(see paragraph 10.2) which should be derived from the na-
tional plan or concept. According to the above mentioned
method of a "two-level-plénning" some coefficients and
parameters as inputs for partial models should be the re-
sults of balancing and optimizing on the central level
whereas the partial optimization on lower levels will con-
tribute té a further improvement of the national plan as

a whole.

4/ Practical experiences proved»the informational.
problem as to be the most crucial‘one. The best ma-
thematical model is of no use if you cannot feed it
with correct data for the plan period. As to optimié{
zation models in the field of foreign trade, above A
all futural external prices as so as the demand and t@;
the pOSSlbllltleS for selling and buying certain com- §23

' modltles on c¢ertain markets are concerned. 1In the

case of optimizing the commodity structure for medium-
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or long-term planning determining the technical

K4 (see constraint
J

No.l in the model described in paragraph 10.2)

or input/output coefficients a

in conformity with the scientific-technical pro-

gress ig very difficult, too.

Thus there seems to be a paradoxon. Applying pro=
gramming technique is aimed at improving and rationaliz-
ing the whole procedure of planning included finding the
optimum set of plan targets. But first of all the plan-
ner has to work harder as the data requirements are gr-
pwing and he must spend greater efforts in getting the ne-
cessary information and in checking the data as to exac-

tness and consistency.

Going into this matter in details, you will find that
there is no additional demand for data as compared with
traditional methods of planning. Using mathematical me;f
thods makes it only necessary, to fix the objectives and \
the limitations for the plan in a quantitative and quali-
tative very exact way. Hence the quality and accuracy cf\
planning will grow and planning will benefit altogether by“\\

making use of mathematics and econometrics.



