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Introduction

Before starting with explanation of special problems of indug’ - al
planning in socialist countries,this Memo. deals with the basic principles
of the sconomic system of planning and maznaging the national econony in so=
cialise countries. Special references will be made to experiencas of plane
ning and managing of industry of the German Democratic Republicescne of the
most highly industrislized countries of the socialist camp. We can do S0,
because in the GDR = loi of work wes especially doné in this'divectlon lash
time . which in our opinion represents an example not cnly for socialist
couniriss but alsc for emerging countries engaged in building up and manae

ing their industry with high efficienay.

The following mainly deals with the applicaticn ef the basic
principies in the field of indestrial planning, The idsas given will be
important for managing and planning other branshes of nsticnal BOOAOMY, BD0e
This, however, cannot be dons by transfering the explained system suitabls
for industrial planning but must be used by taking into considersiion the

special conditions of these branches.

ls Main points of the New Economic System of Planning and Managing of
National Economys

The economic development of socialist countries aims at bringing into
the existence the material foundations for makirg the working . oplefs 11fe
pleasant and delighitful. I aims furthermore at meeting their growing needs

and enabling them to take possession of educaiion and culture, It is thers

§

fore of great importanse to utilize fthe potentials inherent in socializs

Bgpnongre~ That means for instances

Labouyr as a decisive source of social wealth is to be employed
with highest ¢ ficiensy ; development and implementation of

scientific=technical progress in all spheraes of industrys high

level of managirg and planning the national economy etaz.

The speed of economic growth asnd the time it takes uxn
success is achieved depends exactly on the extent to which sceizlist scolety

masters the various and compiicated relations within the naticnal economy.
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The authorities charged with managing and planning the national economy
have to study the objective economic laws of socialism , perfect the forms
and methods of managing and planning in accordance to this and to enable
the working people to employ their creative faculties and talents for the

benefit of the economic development;

But these problems far surpass the sphere of the national economy
of socialist countries., They are of significant importance in view of the
growing influence of socialism affecting the development in capitalist -
countries. and the young national states , Avove all, .this influn=
ces resulis , from the continuously rising economic , political ,and cultural
levels achieved by the socialist countries., The socialist countriesy, there-
fore, pay particular attention to the questions of planning and managing
the national economy. They control the efficiency of the formg and methods
“pplied to managing the economy and they improve or change the system of
planning and managing if in part or as a whole it is not corresponding to

“ne requirements of economic progress.

Such a change is just taking place in the German Democratic Repub-—
lic in order to bring in line the system of managing and planning and the
new economic conditions that have grown up in the GDR during the past few
years., By developing these new methods rapid scientific technical progress

will be guaranteed, resulting in high efficiency of social labour.,

When speaking of new conditions we have in mind those which are
connected with the complete transition to socialist relations of production
“in the German Democratic Republic between 1960 and 1962. The socialist re-
lations of production, based on social ownership of the means of production
dominate. Private enterprises gtill existing have their firm place in socia-
list society and have their tasks assigned to them within the system of our
socialist nabional economy., The prevalence of the socialist relations of
production in all branches and spheres of the national economy opens up completely
new opportunities of central management the process of production and
developing every section of socialist ebonomy according to the interets of

community. Therefore, there is no longer any objective basis for conflicts

between the interest of society on the one hand and the interest of individual
on the other,
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At the same time the new basis allows scientific=technical Proge
ress to be intensified and applied more rapidly into production, Furthere
morey it permits production to be organized efficientiy within our national
economy as a whole. It represents, furthermore, the principal foundation
for operating modern technique to the hest advantage in every branch of
the economy, These new relations of production allow the enormous resources
and energies « from research work anq projection to production = to be cone
centrated on the desisive economic tasks and utilized to a high degrees 3
the close interplay of science and production resulting from technical
progress can be used to the best economic effect.

It is exactly this problem connected with technical profgress that

agsumes extwgordinary world-wide importance in the face of the technical

within 6 or 8 years, and we observe the high speed of converting scientific
discoveries inte practical, applicable technical processes reducing %he
length of time between discovery and application, For the sake of compze
1rison I would iike teo draw your attention to the discovery of the telephone
or of the X=rays and thelr comprehensive utilization on the one hand and
the discovery of LASER and its practical application on the ofther., We
notice a growing ilendency vo switch from the production of single components
and gears to the coanstruction of complsx and higly productive unitsy @e.ge
the development of autcmatically operating machines in metaleprosessing

industry, computears, etc.

These end cther phenocmenz and yesults of scientific-bechnical

progress forege us to develop methods of managing the economy in order to

meet these new requirements if high benefit especially growth af labour

production ds to be ashieved. This must be stressed because the triumph
in the economiz compevition between capitalism and socialism depends lavzely
on the speed-wfa@;%&%&%iﬁa&aﬁhnﬂgaﬂ,pragress and the use it is put to.

Therefore, the essential problem in changing the system of planwe
ning and managing the national economy consists in the comprehengive ublli-

zation of potentials which result from the prevalence of the socialist
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relations of production for the efficient employment of social labour on a

high scientific and technical level.

For this reason it .is imperative to assess critically the forms
end methods of managing the economy used hitherto each time , mainly with
respect to their effects on the implementation of scientific-technical prog-
ress. It is necessary to take into consideration the positive and valuable

elements of planning and managing and to use them comprehensively within the

new system.

The changing in the system of planning and managing the national
economy according to the new conditions reached are often used by publications
6f Western Germany to slander the socialist countries that they are unable
to direct their economy efficiently. But they give the lie to those who have
be :n compelled to acknowledge by the very facts that the real economic miracle
h=as been accomplished by these former "unsuitable means", as, among others,
stated by Prof. Dr. Baade, Kiel, Let us add here in passing that there is no
lack of variations in the methods of managing capitalist enterprises aiming
at increasing exploitation, and capitalists regard such changes as wholly

normal procedure., In the same way the forms and methods of managing the

national economy as a whole or its special parts cannot remain fixed and ine

variable but have to be perfected, improved and if necessary be replaced by

new forms and methods in accordance with the economic problems arising and

the economic level reached,

It has to be kept in mind that this is a continuous process, i.e,
it would be silly to suppose that such a new system of managing and planning
would come into existence in consequence of sudden inspiration and can be put

into practice from one day to the next,

To what direction do the changes in socialist management of the eco-
nomy point ? What is the essence of New Economic System of Planning and
Menaging ?

We can define it = quoted literally from the directive = as

the coherent combination
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a) of scientifically~based managerial aetivity in our econromy, and

b) scientifically~based centralized state planning, oriented ! on
valid perspective, with

¢) the comprehensive application of material incentives in the

form of the system of economic lever52)

This is an indication that the New Economic Systexm of Plannizng and
Managing of National Eeconomy is not aimed at undermining or even abolishing
centralized planning affecting society as z whole, On the contrary, the

a
point in guestion is to impraove substantially the effectiveness of e

centralized
planning, mainly by improving the perspective planning zad waereasiag its

significance, Scisntific leadership on all managerial levels snd the apnlie

s
lavers are directed at securing the economic advance of sogiallsm, Against
speculagions upon possibie likerizaticn of the econonty in the GDR in commec=
tion with the changes in economic 1

advantages of socialist sconomy as centralized state planning representad,

1.1 Scientifically-based managerial activity in the economy of socialist
Countriess

Starting to discuss some fundamental problemsawe will begiz by
explaining some ideas of scientific managerial activity ir our nath
sconomy, Scientific managerial activity is essentially characterized by

h

planning and managing the economy on the production prineiple, This prizmcipl

is based on the social divisicn ef labour existing withizn cur netionzl economy

-

in consequence of which indusirial branches and enterprises differ distingtly

characteristics ascording %o the role they play

bed

in technical and economica
in the reproduction process of the national economy. Proczeding from these
nt

objectively existing characteristics we group industries and enterprises

accordingly snd iead them coherently, That will enable us to aitain exnerd
we

technigo=9coBomig) managing from top to botiom and allow us Ho decide as well

vy

direct where this can be done most advenisgecusiy .

We would like to illustrate the main ideas of this maragerial principlz in a

2

sketchyyhich’ ig.0f course, rather simplified.
e (Sketch 1)

2) Directive 3 The New Economic System ..., Distz Verlag, Reriin 1963, P. 10,
Point ¢) includes the creative participation of the workersz in pla
and managing the national economy.

Life we don't intend to ralesse such deeisive

2m o
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Managing according to the Production Principle
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the same kind directed by the VVB. (Cf. Sketch 2)

3) VVR(Verleinipgung Volkseigener Betrisbhe) i.e. Association of Nationally—owned Enterprises
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Comprehensive manmagemen% of the whole industry is in the hand of
the National Economic Council ; the industrial departments of which encuze
expert direction of individual industries. These special industrial depart-—
ments take care of the Associations of Nationally-owned Enterprises (VVB) 0
KA

which function themselves as independent economic units, The electwrical
dustry department e.g. leads several VVB's among them the VVB Electris Utere
sils, which comprises about 25 plants which:abé phbtictlarly the megt scomomie
cally dmportant, Every VVB hears full responsibility for efficiency and tech=-
nical progress of the enterprises headed by the VVB directly or indiresitly.
AS & managing body it has full aathority over adequabte material snd finansial
means within the scope of the plan,
oL

Out of a total nearly 15,200 individual enterprizes in the GDR zbout
19750 plants are combined in about 80 VVB's, The others, usually swall and
medium plants of all forms of wwnership, are directed by the industrlial

departments of local (regional or district) state authorities, mainly by the

Regional Economic Coungils,

All plants - those headed by VVB as well as those headed by the
Regicnal Economic Councils-ere entrusted with utilizing every potential of
the particular indusiry for reaching and maintaining world top isvel in the
scientifie and technical field with regard to the goods produced, for orga=
nizing production efficiency, etco In order to ensure thig 21l srterprises
belong to producer groups set up according to the gooads produeed, Bvery
producer group you will find a different number in each VVR depending on the
kind of products prcduced, assortment etc, is headed by the VVB 4 and within
the group basic questions of long-term development this branch coneerning as
well as current affairs are discussed and €ecided, i.e. devslopment of pro-
ducts, long-term trends in technology , related questions of Ffurbther specia= _
lization, of standardization ete. ¥

{Sketch 2)

Ir this way we obtalz complete participation in the long=tesrm deva-
lopment by' all enterprises of the producers group concerved, and we aim ab
the full utilization of all potembials for an efficient organization of

production within our national economy .
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This is particularly important because the great number of small

and middle size enterprises represent a decisive economic power.s}'

The procedure may be demonstrated by an example., These are two
principal enterprises within the VVB Electric Utensils which prcduce lamps.
Furthermore there exist about 50 small and medium producers of similar goods,
directed by different local authorities. By combining them in one producer
group under the managerial responsibility of the VVB it has been  possible
to reach an agreemeni and coordinate basic resqarch and development as well
as to prepare and start comprehensive measures of specialization particularly
with respect to the production of components.. These methods pwettg favouravls
conditions for the introduction of mass production and the utilization of
modern technology which in turn result in considerably lower production cost.
In this way it is possible to solve one of the main problems of socialiszt
economygi.e% production of up=to=date high quality goods at iow materiai and

financial expenditure for benefit of society as a whole;

Leading the process of reproduction within the national economy

according to the production principle dees not mean authority of the compo-

nent process within the system of our national economy but aims at such a

degree of coherence in planning and managing the component procesées that
will ensure a planned and efficient development of the national ecoromy. In
this way favourable conditions are created for development and implementation
of the essential principles of&ﬂienﬁiﬁically"basﬁﬂlJmanagerial activityo

Which essential questions have to be considered ¥

In oup:time every secientifically: managerial activity can only be based

on reasonable perspective planning,

There are rapid alterations in technical development, high expen-
diture is involved in preparing and applying modern technical processes, and
it takes time to buildup mew plagbdn order to make use of new capacity to
a great extent it is necessary to investigate the scope of demands arising
for new products. It is quite obvious, however, that scientific analyses
for perspective planning will only give satisfaction when relevaut facis ave

taken_intu-consideratiog, These fagts\are H

5) c¢f, Memo., No, 494 The Role of Semi~State Enterprises in Ecoromic
Development,
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It is quite clear that reasonable perspective planning which makes g5i%m
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the product in question,

its future development,

foreseeable expenditure involved in technological procedure
and probable changes, for example in raw material expenditure,
the changes of selling the product on the home market or ex-
porting it,

comparison of piices and cost.

"

iscientific managerial activity possible and represents a decisive link in

the system of planning and managing calls for expert work of the highest

standard, which can only be reached in accordance with the production prin-

ciple menticned above.‘,for this reason we develop perspective planning

based on programmes for groups of products, too.

There are several more principles for scientific managerial .

activity=-planning included-within the entire national economy and at all

levelsy €48
1.

2,

b,

complex direction of all economic processes, starting with
research and development and ending with the sale of products,
concentration of decisive tasks, e.g. concentration of invest-
ments. - \

establiéhment and application of an effective system of infor-
mation, analysis, planning, organization, coordination and
control, based to a 1arge extent on the use of modern mathe-
matical processes and computors. Here you can find connections
to bperation Research 3 and last not least

developing and directing the creative faculties of the working

people towards the realization of the various economic tasks.

THiE is only for your first information, We' Will show their application in
connection with explaining the special tasks of industrial planning.

In order to make principles effective a high level of managerial

personnel is

planning &

especially ° : S
needed ~ of working on the basis of scientific:. ., perspective
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le2. Scientifically-based centralized state perspective planning

The perspective plan is the decisive instrument of socialist
society for mastering and contrelling the process of reproduction, its
movement and growth. A

i |

It had been said earlier that we can make efficient use of the
level of scientific mnd technical know-how only when our ideas of the per-
spective development of the national economy are based on scientific know—
ledge. Perspective plan is not intended for simply reflecting long=term
development of the respective national economy. On the contrary it hasz to
serve as an essential instrugent in implementation of seientific—technizal
progress with all its consequences, In order to realize thié,it is\ﬁeaessary
%0 make scientifis—technical progress itself the hub of the rerspective plan,
If stherefore , we want to develop remarkable ideas on such economic problems
as the growth of investments, of labour productivity , of future preporiions

of national economy o the social division of labour and matter ef cooperation,

fete
o

the organization of producticn, the skill of working people, etc., it

above all necessary to ascertain the basic trends of scientific=technica?l

progress as well as the saientifiuetechnical wesmli - that will determine

the future profile of the national economy. This will serve as a basis for do=

termining: the main essentials of the national egonomy and‘for selecﬁing those jne
duzstries; they are called principal @. leading industries usually that will
decide the speed of scientific~technical progress in naticnal economy as a

whole and determine its structure . That is to say that nothing but the

rate of scientific~technical progress can serve as the yardstick for deciding
the development of the production within the national economy and the essential

economic proportions,.

"Giving prioerity te the development of prineipal industries is -t

production in order to arrive at and influence scientific-technical teop lavel,
and for the speed of economic advance of our national economy. In view of the
latest scientific discoveries and their application in the produziion prosess,
it is necessary to continue examining the development of indusirial branches..,

to redefine their pesition and to allow for the conclusions which ave to be



literallyg)

In so far scientific
: achieve the highest level of e
to be taken in investigating

~technical progress becomes significant 1,
fficiency of social labour,

Every care hag
and considering that matter,

Perspective planning is done in +two

Slapes e

The first stage consists es

sentially in giving a complex prognostic
estimation of development of produciive fore

es and the trends of scientific-
technical development in the next 15 or 20 y

ears. The first stage chiefly

serves for ascertaining forces angd

mak

potentials according to these trends,

ing sure that discoveries and r can in future be utilized without

any time lag,

esults

In the second stage of
must be taken into conside

Perspective planning the knowl
ration and the tasks
during the next five Or seven years

and pregisely,

that have to be tackled
have to be developed comprehensively

In the GDR as well as in other socialist countries we have already

pérspective plans,

had the defect that planning did not
scientific~technical pProgress and its re

rinciple led to projecting
Eﬁo the future,

planned advance of production based on In recent years
these plans s however,

quirements in any cases. This in
pPresent-day empiric values
Among other consequences

nd restrictions in utilizing the

and average quantities
it caused certain miscalculation
tatest scientifie knowledge,

This former way of planning would have had future consequences which

ay be demonstrated on some aspects of th

e advance of chemical industry,

Firs§)there are the proble

ms connected with construction of new
lemical plants,

the exploitation of new raw material deposits, ete, Develop-
nt in Chemi°§£q§E§H§E££m§Ed its branches results in significant changes
Dr, E, Apel : Current Problems of

Economic Research.Bietz Verlag,
Berlin 1964, Do 44,
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in extractive and engiresring industeries, which caznot
ditional empiric values. Therefore, it was necessary to dei
quences of the fubure development of chemical industry with respect to

branches of supplying industries,.

T ———

At the same time subsftantial changes which dscisiwely affect the

expenditure of materizls end energy and employmeni as wel of la=
bour are caused hy technical advance insicde the chemica The
transitior from lignite to peiroleum in production of eihylane causes suhe-

stantial changes in the relation between the exirastive and the chemicsl

industries and leads to considerable savings of energy=zbout 40% = ver ton

of the final producte.

Finally we want %o point cut the conseguenses winlch the increa=
sing use of chemical products in all branches of national esoncxy has $o
the amount of materials consumed, %
ting demands on the enginesring indusiry as well sz the skill o
in consuming industries. It is obv
results in principal changes in the
changes will inevitably lLlead to dis
chemical industry will be hindered or resulis of iis growih will dbe insul

ficiently effective in the consuming indusitrvriss,

We are, therefore, foxced to tzke into considersilon the dechrico -

economic level to be reached inm future and itz conssguances, and o fix those

tasks and steps in the perspeciive plan ithal enable usjig obtaln the z2ins sebe

. £

Stressing the demand that pexspecilve plaxmiag mnust prosesd from
1y e

the basic trends in the scilentific=technical developmen’ Joes not wean LThed

economic science is driven inte the backgrouand. Quite on the ceuntrarye. Eco- —

it

nomic science is faced with problems that have to be solvad during the nex:

years simultanecuslye

The implementation of scientifigetechnical prograss
itself, but is intended for assisting in realizing the highest possib
economic benefit. Economic sziznce,;thereforey is assignzd the task to fix the

aims of economic development for the next yesrs by teking inlto comsideration
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the foreseen development of increasing of living standard, the scientific-

technical level reached, and the possible utilization of forthcoming results

of sciences

Furthermore, economic science has to work out economic criteria
for the variants of technical progress that have to be considered, of cal=
culating the variants and finding the solutions that are most favourable
from the economic point of views Nevertheless”economic science can only
fulfil its prominent role in socimilni economy if it proceeds from tha de-

velopment of the productive forces, i.e. from scientific-technical progress,

T00e

In order to secure a high level of perspective planning two prob-

lems must be taken into considerations

1, Working out the perspective plan must become a steady, unine
terrupted process, and

2., perspective planning based on orientation by quantities drawn
up by éentral state authorities has to be made an efficient
instrument of managing atall levels and in all branches and-en=

terprises of industry.

The first task results from the knowledge that only continuous
perfection of perspective plan in accordance with latest development and
experiences, taking into account the results achieved, will suit its domi-
nant position in the system of planning and managing, and will ensure connec-
tion with short-—term planningy, i.e., annual plans. Only in this way can
annual plans incorporate the perspective, Seasonable campaigns of perspective
planning on the contrary reduce thelsignificance of these plans and their
role as instruments of scientificali%gsed managerial activity. Proceeding
from these considerations groups for perspective planning were set up in the
VVB's,

The second task results from the fact that without perspective
planning skillful direction is impossible &b any level. Perspective planning
is by no means a matier cnly for central state authorities, thoughy of course,
they bear substantial responsibility for coherent economic progress and have

to decide questions on the long—term development of the national economy,



Scientific managing, however, based on the productlon princivle means decie

ding the guestions of perspective development where _the experts can take a

hand. Perspective decisions {(with regard o cur former ezamole) on details
of lamp production are certailily not a matter for the National Ecoromic

Council but for the VVB's and the exterprises in quesiions,
|

This will be ensugh o inform you about the inseperable connection
between scisntific leadership and perspective plauning based on science. We
sheuld like now to turn te the very importanit subject of the application of

majerial incenvives and the sysier of ecomomiz levers that play an important

»ole to sarry through the tasks mentloned abeve.
.35 Comprehensive zpplicetivs of material incentives

It has been neationed belore that gontrariety of interests bet-
ween society and groups or individeal membersz of society will disappear with
the growthk of socialisi relations, In the economic sphere this means that
ve serve the interestis of working people when we systematicslly create foun=
ations which will enable us to satisfy their growing needs, Oxn the ciher )
hand there exists the interest of the individual to improve ‘hisliving con= .
01f1ona steadily, This intersst is stimulated by the economic situation
1nc-“'ives?) and can be satisfied by nothing else than by the

social and collective

by economic
growth of the socialist economy, i.c. by means of

asic harmony of social needs with the collective and ile
s a very imporbhent stimnlus in favour of the development
Thersfore, it is a decisive problem facing socialis?

prodiuction o This

bede

dividual interesth

of socialist sceietbye

>

state authorities and managing personnel gy all levels how to utilize this
stimulus for the benefit »f scciety as a whole as well as for every one of

its members,

aterial interest whnich is effective in socialist

soclety serves a5 a starting point to discuss these problens 7 vowe detail.

groups or individual workers materially in the

fruits of their lzbour and to show them practically that every effort benefits
P ¥

7) We distinguish between material *ﬂ08¢le&h and material interests in thls

direction that material incentives are given by state authorities to awake

material interests of enterprises, groups of workers or individuals.

We have to interest




(17)

not only society but also themselves, Since commodity production is still in

n socialism, it is possible to realize the principle by means of
The point

existence i
the categories of commodity production, ji.eo price, credit, etc.
in question is how to use the different forms of material incentives in such
a way that industrial enterprises, groups and individual workers are induced
(interested) to an economic attitude which benefits society as well as the
individual . Applying the principle of material incentives and interests in
socialist society is by no means new. When, however, socialist production
was perfected some problems arising out of the traditional way of applying
these principles would be noted. Different methods of applying material in=
centives had not been sufficiently harmonized . In some cases they were even
directed against each other and had a contrary effect. These methods did not
always result in harmony of social needs and individual interest. They had
beagun to block scientific=technical progress to some extent. We will explain

this by an example.

In recent years material incentives were directed towards surpassing

_ the goals of the plan, particularly of the plan of gross production. This

: ~was quite correct in the face of the problems confronting our economy in the
postwar period . When our sccialist economy-had progressed, however, this
way of applying material incentives contradicted its purpose. It encouraged
the ambition of enterprises to draw up so-—called "soft plans®™, the goals of
which could then easily be surpassed. It goeslwithout saying that in order
to make planned use of socialist economy it is indispensable for the plan to
stimulate every chance of developing social production. It is not difficult
to understand the extremely negative consequences for perspective planning

that would follow the practice of drawing up low level plans.

The formerly prevailing methods of measuring plan fulfilment: mainly
or exclusively by material preoduction results led to the underrating of the
efficient expenditure of socially necessary labour and of costs and returns,.

It seperated the objective existing connection between production and circu-
lation, in consequence of this, some enterprises felt little responsibility
for the sale of their producis, These phencmena finally tended to hinder
scien?ific—technical progress and led to.underrating the production of high

quality goods. Moreover the phenomena gave rise to certain contradictions
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between the interesis of society as z whole and the interests of some indie
vidual plants, which frequently had to be solved by adminisirative instead
of economic means. It is obvicus that the principles of scientifically=-
based leadership cannot be realized and that it is not possible to draw up
o scientific perspective plan for =zensibly organizing the production process
and ensuring economic progress in the shortest time possible as long as this

effects of zpplying material incentives was not changed, This is another

way of proving that comprehensive application of material incentives must be
£

regarded as an inseperable component ¢f the economic system of planning and

managing of national economy as a whole,

The ideas presented sc far facilitate the derivation of some prin-
ciples, which will determine the application of the principle of material
incentives. All forms of material incentlves have t1c be applied according
to the fundamental truth, "whai is in the interest of society must be in the

interest of the individual , too¥,

That means that the conformity of interests Hetepmines the" fashiol and
the forms of applying material incentives, I{ is, furthermore, necessary to
find forms which allow for close associabtion of the plan and of material
incentives, i.e, rmaterial incentives have to favour reallstic, high-level

plans,

This ShDWa that application of material inceatives by no means aims
2t undermining coherent central planaing but intended to scntribute to an

active and mobilizing role of the plan,

The next point in question is how to stimilate by means of applylng
material incentives the efficient expenditure of socially necessary labour
and the comprehensive implementation of scientific-technical progress. Iz
is necessary to combine all forms of appiying material incentives iIn a way

that they promote solubiua of the problems withoui coniradicting themselves:

[t

.6, how to combine and interlace these forms in a comprehensive system ?
This system of material incentives is also known as the system of economic
levers.

"Economic levers are regular relations between the objective

social needs and the material interests of people. They
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directly or indirectly effective, and by their application working
people are stimulate to a certain reaction. The problem cig
‘exactly. ©° how to combine the economic levers of economic accoun=
tancy ‘, which are already in existence, with the forms of applying
material incentives individually into a highly efficient mechanism.
Only by the effect of joint application will these economic levers

correctly influence people's mind and actions.

Permit us a slight digression at this point. It is not unusual
in capitalist countries to encounter the idea that socialism stifles the
people's initiative and hinders advance of economy because of the lack of
such stimuli as competition in the free market etc. It can be said generally
that far more = and essentially more decisive-potentials of economic grpwth
arise of the community,the mutual’ assistance and the exchangé of experiences
etc. This general knowledge is confirmed in connection with the application
of this system of economic levers. Everybody who produces for the highest
benefit of society and implicity for nhimself or herself taking into conside=
ration high quality goods at low cost as well as promotion and implementa=
tion of technical progress = will at the same time have the greatest indivi-
dual benefit. If we succeed in using economic levers in this way we shall
be able to utilize the power inherent in the socialist community to full
extent. By making these motive powers economically effective we create the

conditions for deciding peaceful economic competition in favour of socialism,
Which economic levers are to be used.?

We distinguish two closely connected levels _.at. . which the..anp]jcaridan;‘

of material incentives. is tc be practiced.

At first there are forms which are intended to direct the activity
of whole groups of workers towards high economic benefit. These forms are
to determine economic managing of the VVB's as well as individual socialist
plants, i.e. cost, price, turnover, returns, credit, and interest. It is a

peculiar problem of efficient economic leadership how to force VVB's and

8) Tn German: Wirtschaftliche Rechnungsfilhrung - i-€» economic self=support
of enterprisess &

9) c¢fo.: The Economic System of Planning and Managing ec.cey
Directive, Dietz Verlag, Berlin 1963., p, 49
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individual plants in optimizing the meterial funds of the means of produc=—
tion, i.e. plants, machines , materials, stocks of unfinished products as
well as investmenis, and %o -use them as economically as possible. Attempts
are made to stimulate the efficient and optimum employment of funds by means
of so=called production fund levy which shall be effective in proporiiaon to
funds eaployed.

Because in future returns will be the decisive thoughh by no means
the only measure for rating the performance of VVB's and plants as well as
main financial source of various funds for the extension of production wor-
kers and labour teams will be interagted in measures that will lead to an
increase of returns, Setiing uc bonggi%ill at the same time establish closed
connections with the second level of material incentives, i.e. workers will

be materially interested in fSackling the problems concerned.

The different forms of wages as well as the bonusseswhich are awar-

ded out of the bonus fung constitute the decisive levers concerningsindivie.

duals, Additional leave and various other incentives according to the special

conditiong of the VVB' enterprises etc, may be used as well.

We should like to add a few vords about the pesition and the role
of returns within the system of sconomic levers in socialist countries since

z lot of obscurities exist. in this direction.

In socialist socisty waturas express significantly to what degree

P

¥VB's and enterprises coatribute $o an efficient socialist economy in the
interest of society as a whole., High returns are regarded as an indication
¢f the extent in which VVB's and enterprises as well as every individual

worker assist in creating the conditions for extendsd reprcduction and ex-

tension and development of social consumption, Preducing high returns is,

therefore, nc end in itself but serves to realize the common interests and

connected

aims of socialist society. The funection and efficiency of returns in this
way is, however, closaly“with the i

costs and prideﬁe With regard to
- viie
the level of costs/and prices we have in mindsamong ovhers following faciss

1. It has %o be ensured that prices bear the same ratio of socially

-0

necessary expenditure of labour for the production of goodse.
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2, Prices have to take into account the quality of products, iceo
there must be different prices and price levels corresponding
to different levels of quality in order to stimulate production

of high quality goods in enterprises.

3, Price levels have to be sufficient flexible in order to stimu-
late production of new goods and to prevent the enterprises
from producing out-dated products, which they may be tempted

to produce because rcuiins production is favoured by low costse

4, Fixing and calculating prices must be efficiently controlled
by state authorities - and based on uniform principles in order
to exclude price manipulationg which would lead to unjust, higher

returnse.

At the same time these are the essential prerequisits for advising
anterprises on ways of increasing returns which are connected with saving of
socially necessary labour, reduction of cost and economical employment of
funds. These ways are mainly based on introducing new technical and techno=

logical processes in production,

The point in question is how to stimulate efficiency of labour and
how to implement technical progress by means of returns as one of the economic
levers. This can be done,e.g., by granting higher prices for new, top level
products or by granting of bonusses from VVB's which are in possession of

special funds to stimulate development of such products.

. Increasing returns-based on the growth of the surplus product—means;
therefore,creating the foundations of the rapid advance and a high level of

social, especially economic progress in socialism.

Using formal indentity of capitalist profits and of returns in socialist
society economists in capitalist countries try to convince the naive readers
that economic leadership in socialist countries is impossible without appli-
cation of capitalist methods. So a certain Herr Triebsch wrote in the West
German periodical "Der Arbeitgeber" (The employer) of March 5, 1963-quoted
literally - ".. The otherwise devilish capitalist profit .. is to be the

measure of success of socialist economic in future ..." The author seeks
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to provide a foundation for the inversion of facts by maintaining complete
silence on the principal differsnces in the role of profits and returas,
Capitalist profit is an expression of private appropriation of the surplus
product-produced by the working class and other working people in favour

of the capitalist employers. Socialist returns are the expression of approp=
riation of the .surplus product by and in favour of the soclalisf asetywhole,
We have not taken every pains with socialist construction in order to let

in capitalist profitmaking by the back door again. , - What we want

to do is to wutilize +the returns arising cut of the colleciive effort

of the working pecple for planned and efficient economic activity in interest

of all members of socialisit society.

Coming teo the end of our explanation of the problems of material
incentives we should like to stress once more that the application of the
system of material incentives and economic levers is intended to improve the

lanning and implementation of the socizl repgroduction process. It is now
K P

o
our task in the GDR %o combine coherenti mlanning;%ert*a1 state authorities,
especially perspeciive planning, with the system of economic levers., We have
still do a lot of research work in this dir ion sirce no expevlences exist
in this field., The close interdependence of the two ﬂaspeﬁts; amd £ the tho

importance to solve these problems gan be seen not cnly in the p051t1ve
influence of economic levers of planmning but also in the fact that the per-
spective plan iﬁ a substantial basis for the effeciiveness of economic levers.
Consequent and uomnrehenszve application of the system of material incentives
is only possible if VVB and individual enterprise know the aims and the direc-
tion of long-term planning and concentrate their economic power and means on
realizing them as efficiently as possible. Lack of aims and direction to=-

gether with continuous changes in production, would not allow economic levers
like e.g. the returns Ho be applied with lasting effect. We should like to

illustrate the main conneciions of the system of economic levers in a sketch,.

{Sketch 3)
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2. Concluding:Remarkss

We have attempted to give you some informations about basic prin-
ciples of the New Economic System of Planning and Managing of National Eco-
nomy. The continuous advance of the socialist economy and the continuous
economic changes based on scien®ific-technical progress call for paying
attention to economic processes. New phenomena and problems must be recog-
nized in time and tackled creatively. Only in this way it will be possible %o
meet the requirements. of up-to-date efficient and successful managerial
activity. The New Economic System shows one of the advantages of socialist

economy to meet new requirements in time , Realization of basic principles

of this system calls for highest level of both science and practice -bhacause

there is quite a number of guesbions to be followed up by research and prace
£

O
o
=3

nd by experiments in order to get efficient

resulits ,



