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THL 3YST:M OF IEDUSTAIAL PLANNING

0. .Introduction

-Always- and:everywhere ops-is talking-about planning..In socia-
list countrie: planning -has. been,the methg@;ﬁpghpanaging national sgonomy: .
rom the very beginning. Not so-in-ngn+socialis£;andﬁpurely,qapitalisy-

countries. . i T - L R T

Thus, one could observe in former times; .according to social’ ;
order of society, two purc svstems of carrying out management of national

eConomys

I, the unplanned capitalist system of national economy, and

2. the planned system of socialist econony,

Nowadays, however, as mentioned above, all over the world they are talking
about planning, without ceonsidering social'order df.society,hnd they are
not only talking about it, but they are even trying to realize their ideas
concerning pignning, I would like to remind you of the efforts being made
in France to establish their system of plannification, or of Great Britain,
where a new economic planning organization, the National economic Develop-

%

ment Council (N.E.D«Ce) , has been founded in I962.IIt isy according %o

Prof, Watkin )

" ,eee the first organization set wp in Britain which has had
the specific task of  undertaking planning . functions on a
national.scale with the object.of attaining a sustained

= rate of-economic.pgrowth,eee " o
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Prof, watkin is full in right, when stating this fact as a novum
in British economy. We can say that planning of enterprises has been
exercised for over a long perﬁﬁmgin a way, even from the very beginning
of capitalist mode of production, But planning cannot be planning; there
are some considerable differences. And if they ave going now! to.establish
planning systems comprising national economy as a whole, than we have to

congider it an absolute novel.

I remember guite well the time, when western economists were
sniggering at national economic systems of planning applied in socialist
countries, They were.always talking badly about planning efforts having
been believed rigid and little effective ones., They have spoken about
ruling shortage of commodities and abundance of money in socialist

countries, leading to inflation and: other disorders on money market, etc.

And now they are géing to copy that bad system. Why that?
According to their former opinion health and wealth should be lying with
the pure market system. The forces of market should be ruling without any -

state interference. .

May I be permitted, for instance, to quote B.F. Hoselitz,

a Candian economist, who writes in " Fatterns of Bconomic Growth" 2)

", ,...o the relations between government and private individuals

in the economic sphere may be so conceived as to leave, ideally,
all significant decisions to the private individuals, yet, " he goes on
saying, " government may impose narrow iimits within which private initia-
tive may be exercised or may use various forms of subsidies, so that, in
practice, the process of growth depends primarily upon the government's

"inducements" pather than-aytonomous private decisions".
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That means, Hoselitz, among othars,'of'course,xis in favour
of the so—called absolutely free' market .system. And to-day nowhere on
earth such a pure system can be fund, In a way, one can say that the
economlc development of the industrialized countries of the West happened
accordlng to market mechanism: ! Nyt bhis, market mechanlsm wmh, with the
exception of the very early capitalism, not. an absolutely pure one, It
was always mixed with state measures, such as tariffs, taxes, sub51d1es,
Gty fai

The novel néw' is that in former tlmes all these measures had
been directed in a particular direction. Never has 1t been their aln to
stlmulate econonic development ag a whole. Nowadays, however, they are
g01ng to establish. a system of economic imstruments so as to influence the

aggregate process of economic development. comprehenslvely.
Therefore, they are changing their opinion concerning planning.

When they were talking about plannihg in former times, they
talked about it ‘as‘a‘matter of socialism, as a matter of authoritarian
state and economies,.as a system hamperlngland limitting the perscnal fre

dom. of human beings, restricting private initiative and embarrassing in

« such a way pace and rate of economic development.

In the course of changing their opinion, now they are going to

consider planning a neutral technique.

Paul AlpertB) , for instancé,:is saying:
"Planning in itself, however, is a neutral technzque,

which can serve whatever purpose is desired.!
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or he says:

".The:nature and ‘direction of planning in each country: are

thus dgterminea'by~itsfpolﬁtical orientation®,

In a way, we think, Alpert is right, but at the same time that
cannot be the whole answer,

Planning cannot only be considered a neutral technigue, it cannot
only be determined by the policical orientation of the country concerned,
but it depends, and that is all the most important to be mentioned, on

the social conditions given in the country.

According to our opinion, real planning can only be realized  .
under the conditions of social property relations, and it has to be carr-
jed out in accordance with economic laws which are existing objectively,
that means, outside of and independent from human being conscilousness,

but caused by social property relations

In other words, certain property relations are calling igﬁotglay
» | 2
certain economic laws,and the special law of proportional and. planned
economic development is such a special law called forth by sgeialist .

property relations.

'Perhaps,'théfe is in a way the-possibility_tonregulata_capitalist
economic development by means of "planning measures’ , but never should |

this kind of planning be compared with planning of socialist economiese

When speaking about_p;éﬁniﬁé; we always bear in'mind‘an activity

aiming af:
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establishing targets (aims)oof. ecoqomlc character with the
intention ﬁo implement tnem by coord"natea economic and
social antlons,‘" _ ' ‘::. S

establishing or ch0051ng means, necess;ry for the fulfilment
of establlshed targ s,

adjustment of ta:oei 1ud means in order to maximize the imp-
lementation of targens at a given 1eve1 of « dlspOSlble |

&)

meanse" -

Now, one could say, thesw rrl 1aF would be holdlng true for -

capitalist planning as well,

Prof, Watkin, for instance, defines the functions of the British

National Economic Development Council saylng that;

1
°

Phat is all

5)

veee it has to frame reasonable objectives and calculate how
these objectives may be fulfilled by intergrating the activi-
ties of industires, sectors, and economic interest groups

so that the objectives may be achieved, In addition, these
plans have %o be monitored so as to discover when and where
actual performance deviates frow the fulfilment of the ohjec-
tives and the respemsible body has to undertake corrective

action,“

but the same definitions

the one says = esiablishing of economic targets, the other
says -~ to frame reasonable objectives, the one says, further-
more, - %o implement these targeta by coordinated economic

and ‘sogial actlana. %
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the other says - these objectives may be fulfilled by

integrating the activities of industnies,

sectors, and interset groupse.

‘ Welly, also in cage of capitalist planning targets of economic
character- or reasonable objectiVes - are being set. But what about the
the second point of indentity, what about the integration of activities
of industries, sectors, and economic interest .groups Prof. Watkin is
talking about ? What about -~ according to Prof. Fedorowicz -~ the coordi-
nated economic and social actions %o attain the targets set or to achieve

the objectives ?

Coordinated economic and social actions of indusiries, seciors,
and interest groups are presuming common interest of those interest
groups or - in other words - of the whole society . Is, however, such a
common interest existing in capitalist societies 7 We do not think so!-—
look, at least, at one example, Workers are interested in high wages and
low prices, The interest of undertakers, however, is diametrically opposed.
They are interested in low wages and high prices. - What will be the re-
sult’ of this contradiction ? The workers will fight for high wages, and
if they are strong enough they will fight up to the utmost.The utmost,
that means strikes a.s.o. Bul strikes, that means hold - ups of production,
and what about attaining the planned target ? Strikes cannot be planned,

we think. But their happening must be taken for granted.

The same holds true concerning the secondly mentioned feature
of planning, The choice of means concerns financial and physical means
as well. Anyhow, this point is closely connected with the previously '

mentioned one.



Look, if I am not able to plan correctly the previous plann=
ing period, I cannot be able to plan a comming planning period more
precisely, for the financial and physical means, to be used within the

comming planning period, are the result of the previous period,; and if,

vecause of occured hold - ups, ths zoals set ana bound‘to be reached

could not be reached, the fulfilment of all the coming plans’is self="

evidently put intp questions.

Concerning the third point - adjusiment of targets and means
so as to maximize the implement of targets-the diametrical opposition

of interests is so obvious that we should not lose any words about ite

Summarizing the dififerences between planning under socialis®
and capitalist conditions of production we should state]capitalist plann=-
ing - especially national economic planning - is more or less a passive
forecasting, accompanied with giving recommendaiions to producing and
investing enterprises, and that it can lead = in case of consideration -

to some improvements concerning the running off of the social reproduc=

tion processe.

Socialist planning, on the other hand:

" ... does not include passive forecasiing,deprived of any
intention of the direct management of the economic life,
Furthermore, planning cannot be considered a mere coll-
ection of different methods of establishing economic
aims, of choosing means and of their mutual adjustment,
(socialist = the a. ) planning is an organizational activity,
too, establishing links between different economic units,
coordinating their economic decisions and - subordinating
their activ%ty to the achievement of general national

iy 0 '

{8 St ey
LAl BEEuUS e
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Since planning must be looked upon as unity bhetween
- planning,
-~ nmanagemeht, and
~ organization,

the close inferrelation hetween these three components has to be observedes

We nave %o think of the faecht that every national economy-is
composed of differeant prodiciive units, econonmic branches, aeS.0s The
connechion between all hhese single units, branches, a.s.0.-is given

in a twofold way:

) there is an interlacing caused by economic relations,

4

gither in ferm of commodity~ moaney relations or in form
of pure monsy reliakions,

n interlscing is given by administralive measures,

n
-
o

i
y From %his it appesrs that even speialist planning cannot be an
equal system always and everywhere. The character of the system in quag-

tion rather depends on the strictness of administrative organizatlion .

Proceeding from this we have to distinguish between two marginal

systems existing in thelr purest Torms only theoretically.

These two system = are 3

I) the perfectly centralized system and
2) the perfectly decentralized system of planning and managing

national economy,
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In case of a perfectly_centralized system of national

The perfectly centralized sﬁstém of planning

economic

planning it would be the business of central .planning authority to run

social reproduction process in all .afailse That is to say that in such

a case all the single spheres of soeial reproduction, as there are

production, distribution, circulation and consumption would entirely be

planned by a central plamning authority, i.e, by the State Planning

Commission, the Ministry of Plenning or whatscever the institution may

be called.

Perfect centralization of planning would mean that it is the

task of centralized planning authorities:

1)

to plan production in all details and with

- establishing production programmes for every productive
unit; proceeding from

- detailed investigations of demands and markets,

- calculation of available capacities and their possible
extension by means of fechnical progress (i.e.y research
and developmént of scientific and teéhnulOgical Progressy
introduction of newly developed techniqué, ieeoy products
and technologies, inte production)

- calculation of disposible naterials and manpower,

- fixing of products to be produced (with due regard to
@mwnyaMJmﬁﬂqj

~ determining technology and organlzatlon of product;on S0 .

as to implement production programmes
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2) to plan distribution of goods and performances among prode
uction units and individual consumers as wells There,
another question arises. Usually, distribution ic carried
out by means of monabary relations. Monstary relations with
-in the sphere of digtribution lead to monetary 2ioaulam

tion within the sphare of circulation,

That is to say, in case of monetary.relations within
the sphere of distribution commodities are being moved

(in the sphere of circulation) by means of money.

In case of fully centralized planning, however, all
the available: goods needed for production and conswuphilon
as well are being distributed by means of administrative
messures; by planning authorities the single gocds zre
allocated to the enterprises, organizations, and single

consumers being in need of them.

Therefore, in a perfectly centralized planning there

is no need for money at all,

For realizing all these tasks, mentioned above, there must be
- comprehensive system of balance - sheets balancing not only national eco-
nomic proportions in general, butb balancing the whole demand for materials

and goods with due regard to:

- quality and quantity of materials and goods;
-~ where do they come from ?
- where are they going to be used?

when will they be used T efc,

That means, the centralized planning authority would be in need
of balance « sheets for all the very single products. and goods containing

sources and uses as well; and that, specified up to the last consumer,
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It is understood that such & way of plamning can only.be a
theoretical one and impossible o be realized. Otherwise, most of the
the people must be planners, and no one would be available for producing.

But why then planning ? Thus, w2 con say, perfectly centralized planning

cancels planning at all, ¥ i b g

2+ The pure markei sysitem in planning and management

The diametrically opposed theoretical construction of a system
of planning and managemeni { cpposed to the perfectly centralized system)
would be.the pure market sysiegy,or in other words, the perfectly decentra-
lized system of planning ., We hawé to make the last rééebvaﬁion, for, of
course;, there is planning, A really pure market system, a system without
any planning is only imaginable under non-socialist relations of production,
And, as I mentioned earlier, even under non-socialist conditions of produc-
tion nowhere on earth such a really pure market system of national economy

can be found nowadays,

When talking abouit the theoretically possible and -perfectly
decentralized system of planning we bear in mind a system of socialist
planning socialist countries are tending to nowaday without reaching it

ever,

Within a fully decentralized system of planning central planning
authorities are using a minimum of planning indicators only; the very
minimum, I ﬁay saye Within a fully decentralized system planning as such
is the business of productive enterprises or, at the uthost, of the organ-

izations of nationally - owned enterprises.



o oo

That is to say, within a perfectly deceniralized system of
planning all the producers and consumers as well would entirely be
indgpgn@gnt rega;ding their decigions, and they would only be liy;eﬁfng
to‘thg5law-of.deménds-éhdasuppLy,‘and-with this to the law of value. )

Proceeding from that tne field of finance would be Ghe most
important one and planning of finance would replace physical planning; ab

least with regard to central planning authorities .

In brief, such a system could be characterized as followss

- actual planning would ve the business of productive enterprises
and would be carried out according %o demand and supply only;

-~ accordingly, value cétegories would be the only determining
ones;

- from this, again, it appears that full appraisal must be given
concerning all economic functions of money (net return, credit,
interest and price) and concerning market mechanism as well;

- proceeding from that, enterprises would be highly intersted in
jncreasing benefits (or net returns) by means of maximuam ubi-
lization of theirproductive capacities; thab maximization, how-
ever, can be a two - edged sword, why that? —enterprises will
try to attain maximum utilization of available capacities by cho-
osing Production progammes most advantageous from the point of
view of cost and price, technologys 2.S.0. and not from the
poin of view of long - term national economic development

-~ thus, the proportional economic development depends more on

the law of probability than on real planning;
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- national economic planning as comprehensive planning would be
more a planning following af a ¥rot, for it would almost
be nothing more than a certain kind of summarizing individual
plans of enterprises;

- within a system of perfeetly decentralized plaaning the
functions of superordinated organs (as organizations,
financial institutions, and central authorities ) would
mainly be represented by a special kind of following - up

. carried cut by means of financial categories {as, for instance,

o3 D

prices, credits and interests, net profits, a.s.

Summarizing one ecupld sav, within a system of fully decentra-
lized planning it would be the tesk ¢f a central planning authority to

observe economic development by measns of ecénomic levers only,

3¢ The practically used system of planning and

i

management in European socialist countries

In socialist practice nsither the perfectly contralized system

=

of planning and management of national econcmy nor the system of ful
decentralization is being used. Hone »f these two theoretical contructions
can fully be realizedrbut all ths soclalist national economics have to

move in between these tow theorstically existing limitse.

In former times, and especially in the early stage of socialish
development, all the socialist rational economies were tending more to
the system of perfectly centralized planning, without, however, reaching

this marginal point at any momeni of time,
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Nowadays, there can be cbserved a tendency goiuns %the sther
vay round; i.e., socialist economies of i{oday are more or less and more
and more respectively tending to the so-called market svstem : without
setting the aim - and that should be siressed, since western =conomishs

are talking about changings of soc siist economies intec

o

anifalist methods

of management - ever to reach this sxireme point.

But even in secialisi couniries there are different meanings
concerning the degree of centralization or decentralization.of onlanning

and managing national ecconomy

8)

wr

Ke Stregl, a Czech Professor; for instance is saying that

" An important feature of this new system is the marked
strengthening of the ecosomic tools and a suppression of
directive administraiive tools and levers of menagement,

1

Inseparably linked with this is the full zppraisal of all

economic functions of money (not return, credits, interesi,

etc). and the market. mechanism (the pressure of supply and

and demand ) for a fruly healthy development of the secizlist

economy, "

(punctuation by the authors,)

: We would like to draw your attention to the last (and under-
lined ) statement of Prof., Stregl, to the full appraisal of all economic
Zunctions of money, and to the pressure of supply and demand, Fellowing
this statement we have to come to the conclusion that also under socialist
conditions of production the law of supply and demand is the leading law
and that, connected with this fact, the law of value is still playing a-
primary and primarily regulating role - And this is, in our view and under

the planned conditions of secialist productien, completely impossible,



Prof, Feaorowlcz, for lrstknce, points out

And, therefore, in our memorandum

-5

9)

% The weak point of this system ( the system of 1ully
decentralized planning, what would be egunal %o full
appraisal of all economic funuctions of money and
market mechanism; = ti: anothers,) is .. the lack .

- of connection vetween central plan #@nd independently
established plans of separate enterprises. This lack

of cOnnection between weniral plans and enterprises
plans (and, furthermore, Letween central plans-and y
real economic activities in the whole national economy)
is a cousequence of errors, made in general suppostitions,
on which the market sysiem of planning and management.is
based.” And he continouves:®The first - and, perhaps the
most important migieke, - is the assmpution that.the
maximization of enterprises benefit entails the maximi~
zation of production. The pattern of a socialist economy
is not that of the perfeci competition, in most sectors

it is much nearer o the pettern of the monopolistic or,

it

Cl‘

at least, olypopolistic market

I0 :
) we come to the conclusion

" that the new econcmic syst em of planning and managlng-
national economy is uod rwmed at undermining or even :
abolishing centralizmed planning affecting 'soc1ety as'
a whole. On the contrarv, "we stress, “the p01nt in
question is %o improve substantially. the effectlveness
of centralized PL&HHLDJ' malniylnr 1mprov1ng pr05pect1ve

planning and increasing its significance."
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In our opinion, when applying the new economic systen of
planning and management, marked by a greater scope of market principle
we are- going to secure economic advance of socialism wj scientifie 3113 -
based leadershipat all managerial levels and with {he applicaiticn of
material incentives in the framewc:: of a comprehensive system of economic
levers . — That is the greatest difference between the new economic system,
applied at present in most of the socialist countpies, and the so-called
oure market system existing as a merely theoretical construction which

is and can neverwhere fully be materialized.

Concerning the full appraisel of all economic Ffunctions of
money or value categories in general -~ mentioned by Prof, Stregl - the

following should be siad,

In the framewocrk af the now and practically used systen of
planiing socialist countries are going to widen the gphere or scope of
value relations. This is an inevitable precondition for enlarging the

effectivity of socialist produciwion ,

When widening the sphere of value relations a greater scopz2 is

o)
]

iven to the law of value , that is understood . But, that doesnot me
¥

that full appralsal is .given to all economic functlons of money and, by

this, to the law of value as well o

Plan and law of valuve are by no means contradictions. Quite the
contrafy-;by practice it has been shown that national economic plans basing
only on administrative methods, neglecting, however, the law of value and
value categories, in general, did not strengthen the system of planning and
its effectiveness, but weaken it , Caused by those administrative methods

and conditioned by a certain rigidity of planning - resulting from neglecting
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the law of value — often supplementary plans had been necessary in the
course of one plan year making difficult the adjustment and coordination
of planse. - The economic stimulus had been missing for making the regula=~

tions go smoocthe

The new system, one couid say, is a sound mixiure of administrative
methods and economic laws taking into consideration the actual economic -

requirements and the prospective ones as well,

n It is at stake", writes the weekly DIE WIRTSCHAFT, 1)

" o shape by means of reorganizing planning and management of
nationai economy better preconditions for utilizing the advant-
ages of planful organization of prodiction along with a most
perfect consideration and utilization of the economic laws of

socialism so as to reach a higher efficiency of social produc-

% tion"

That is what we wanted to express 12) hen writing that the now
applied system of planning and magaging national economy in European socia=-

list countries is consisting in

I, improving scientifically -'b@sed managerial activities;

2+ improving scientifically - based and centralized public
planning; ' .

3, and in applying a gomprehensive system of material incentives

I3)

in form of economic levers.

This range is, by no means, chosen arbitrarily. The main importance
is, in any case, carried by the first two points, although all the three
points or features of the system of national economic planning and managenent

must be looked upon as a dialegiically connected unit,



What does that mean, scientifically - basecd manager rial activiiy,

ccienfifically - based planning, and application oi a uorﬂce~)*51ve syaten-
of economic lavers 3 ' 7 : e ik

In the bLelore meﬁ+10561 pax ~agraphs we spote bcu> ﬁh' two poss-—
ible and extreme systems of piannlng and management mPﬂﬁlOnLnb that the
feature of the one would exist in a merely admlnlstratlvehandllngcu drafte
ing and executing plans. In this case, Madministrative! and scientifically
based" are contradictions ~ why that 2 By plans the sconcmic reality mus?
be reflected, and, especia the requlrements of cconomic laws must be
satisfied. EBconomic reality is a lively one chan&iné nat ¢ 13 noy and then,
but steadily . Adminisiratively drafted plans,nowaver § ana, a:péciallys
an administrativelj carried out execution is characterized by a certain
rigidity . Thus, pfactiaal changings.can be considered either not at all
or even late and' incompletely and causing; in such a way, weak coordinations
between production programmes and material provision or between dsmand and

supply in general .-

Administrative handling was expressed by a lot of indicators
used so as to give tasks from the central planniﬁg anthority directly down
to the production unit ( by means, of course,of'subordinaﬁed planningn
authorities), By these indicators rigidity and strangensss towards life was
caused., Therefore, in the actually used sysﬁeﬁ of planning and managing
socialist economy they dispense with administrative indicators, at least,
they are going to reduce their number so as 0 improve and, especially, to
widen the effectiveneas of economic categories . That does nol mean, of
COUrse o to plan w1thoub using indicators at all. . Plannlng without indicators

is completely lmpOSSlblB, that: understood, 3 thlnk,__
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i. and that is the point in question, while reducing the

S0,

number, the quality of still used jindicaiors must be raised .

Taus, all ovsr the socialist world a trend tewards two nain
indicators can be observed ¢

I) commodity or market productlon
{40 cortrol the guantitative side of procu tion and the

observance of material or paysical proportions )3

AN e e
&) PrGLLh

4o conrol the gualitative side of prscuciici,

develonnent of labour productivily, ¢nst of production,s 2tcC.)

1t goes withont saying that the nunoer o indicators mustu be a
Jiffacont one regarding the different levels of managemenieo It depends on
she nunber auwd gualihy of available or effective sconomic levers . One can

saw, the ninber of indicators used is all <he Ligher $he iess the number

and the guality of effecting econonmic leverss

the =aumber of used indiceators musht be a larger

one within enterpriszs ( bebween aroductive wniis and managerial coafrollirn
deparirents of enterprises)and ‘betwéen enterprises and leading organs direc¢tl]
suserordinated o thew {organizations or asseciations of enterprises), for
there arc all bul ne (within -enterpriseés) or only few {between enterprises
and agsocisiions or organizations) monetar, reliiions.capable to serve as

gcoronic levers.

Samerizing, Wwe can say *
the acsually used system of planniag and mecagiag socialist

national economy is either a fully centralized nor a perfectly decentral-

ized ons » It is, however, a sound mixture of boik of them employing
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principles of central planning as far as necessary S0 as to ensure
proporitional development of national economies from the national and
international point of view as well, and using marxeting principles

(or marketing measures ) as fay as possible so as to make fulL use of
the economic laws and for makipg enterprises fully T’%DORSlblB {or pkodu~

‘ction and circulation.

4, Some ideas concerning pkeining systems

in developing, countries :

Nattonal economic planning in developing countries started in
the early IO Pne first country where planning could be termed as such
hos been India. Later on and step by step all the other developing.
countries have made up their mind to go the way of planning. Nowadays,
all ove:r the "developing wqr‘rﬂsysﬁons o7 nanional ecounouic planning are

xisting or, at leasts they are going tc e es pabliched »

But, when looking at the single sysiens, commonly three ﬁundamentai
mistakes can be observed . Virtually, it was (partially has been) ann fault
consisting in the lack of comprehensive slannin;, what appeared (and

parvly appears ) in the-three mentioned nistakes which could be charzcisr~

I) usually, there is no systen of really comprehensive planning;
what does tvhat mcan ? - when speaking aboud comprehensive
planning we keayr in nind a system of national economic planning
compriging all the single sypheres of social reproduction,
starting with production (all kinds of production, of course)
and continuing with planning of distribution, cirx cculation,

and consumptions;



usually, again, there is no uhiform.system of planning
comprising all the separate stages or levels of national
economic planning; that is to say , in case of real economic
planning (national economic planning) there must be a
“through - passing® 3§stem of planning from top to bottom
and the othen way rﬁund'as well;

the row of mistakes is being completed by the fact that

nost of the éarly plans considered planning a matter of
industrialisajion, whereasy agriculture was ( or has been)

neglected, ‘ ;

What must be resulting from these mistakes 7 - The process of

economic development must be and has,therefore, to be looked upon as a

homogeneous one, No country and no planning authority is able to give

arbitrarily and with impuniity bias in favour of developing. industry withe

out taking into consideration thoser natural conditions which abe given

within the country concerned and by which the supply of industry with

raymaterials, for instance, highly is influenced .

This fact was only imperfectly understood in most of the develop~

ment planse. Thus,

",.., bold production .gbals were often set which were little

more than official targets and which took little accouni of

the means necessary for their attainment and of the obstacless

which stood in way of their rgalization ., Projects were often

of a prestige character and unrelated to policy objectives .

IRy
ﬂI‘-'

The three “mistakes' o mentioned above, and their outcomes are

by no means coming into being accidentally. It depends mainly on the



WOP

political and economie conditions given within a count¥y . As we expressed
earlier, planning cannot only be considered a neujral.technique . Planning
is a social problem and depending, therefore, on .social conditions, i.€.,
on socio-economic conditions, in general, and on property velations, in

particular . .

Bacause of this, planning in developing countries cannot be
agualized with planning in Buropean socialist countries . Bven when taking
for granted certain similarities regarding property relations = public
sechtors usually are determinimg also in developing countries — the socio=-
aconomic conditions given in Buorpean socialist countries and in developing
countries must be considered very different ones . Therefore, the system
of planning applied in socialist couutries of Europe must differ from those

ased in developing counitries,

Even, when looking at developing countries themseleves, differ-

o

nces caused by different socio-economic conditions and ruling property

relations must be stated .

Of course, there are always some analogies of applied systems of
planning; but mostly - at least, for the time being -~ the differences are

bigger than the similarities .

This fact, however, is by no means cauSAd by objectively given
differences existing in socio~ economic fields , This is more or less

subjectively conditioned.

E PRGN ARy s e g T SR . ¢ -3
It is a feature of developing countries that the public sector is
a relatively strong one and that it ls gOLng to be develoPed more rapid

than the private sector, Thls fact lles w1th several reasons. In some
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cases it may be caused ideologically. Those governments, supperiing public
industrial development, are proceeding from $he fact that private indus-
trial development will bear in itself the danger of foreign influence
imperilling economic and political iﬁdependenée ag well, and they are
proceeding, furthermore , from the intention to make real economic planning
possible. The most progressive ones amongest them have already made up their
mind, partly from the very beginning, to build up socialism (Cuba, Ghana,

the UAR, a.m.0, for instance )
? v

A big part of developlng couniries, however, is faced with the
situation that private investors are either unable or unwilling to shoulder
the responsible task of shaping the fundamental basic industry which is, on
the one hand, the real foundation for every national economy, on the other,
however, marked by the fact that it needs high investment means, and that
the returns usually are lower.and, thereforeghlawlier flowing than those of

light industry .

" Once the desirability of economic development is postulated,
therefore, the governments find themselves in the grip of
certain ineluctable necessities in response %o which they are
compelled to extend the filelds of public enterprises, whalever

their views abput iis theoretical desirability may be .% °

Anyhow, whatever the real reason may be, in developing couniries
there is - or is going to be - a strong public sector forming one of the
main preconditions for plamning ; and thus, also the objective conditions
for establishing planning systems are ~ in developing countries - all but

the same .
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But ¢n Hnite of tnls genral ﬁ01n01dence, the soczo—economlc

conaﬁt*on: glvpn 1n separate deve]opmng countrlecw are _11fe;@rt ones

iy +heretore, tbp applLed systems of plannlng m'uongruent from the

el

genera’ pcﬂwt of vxew ~have to be dlfferenﬁ'dnes, +oo.-—Fow that ?
Socio - economic condlnlors uouid be dwflned as the un;ty and

sotality of property relations and human relatlons exltlng within one

society, There is, in our opinion, a c¢lose correlation between these two

componeats. The charaster of property relations is highly determining the

human relatiocns, whilst, in turn, the character of property relations, its
level of majure, is highly being influenced by human relations in the widest

sense of the word,

Now , wa started earlier that in almost all the developing countries
there iz a strong public sector yet (or it is going to be). Bub property
rolabiong are not only being embodied by the public sector. In every

Bl

country there are eyisting several forms of proPevty side by side and at
the same noment of time, even 1n European soc1allst countries uniform

property relations are ‘not .xi ting either .

Commonly, one can observe (concerning developing countries and

socialist countries as well) the following forms of property:

I) the public sector:

2) the sector of ‘do-operatives . *

3) the'gsector of small<gcdlé progucsrgn: 1% « o
©(handicrafts, shall farmersior peasants )

4) +the capitalist sector .

>
-
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The weight (or the importance ) of the single ssctors is differ-
ent in separate countries. Regarding socialist countries, of course; the
first two are being predominante.Regarding developing countries, however,
the picture is guite another one, The quesiion, whether the one or Hhe
other is prevailing in developing couniries , cannot undividedly be
answered. But for establishing planning systemsithe struciure of properiy
relations is of highest importance; especially, the contents of that
structure, less the outer form being more or less equal, or at least,

similar,

Generally, one can state, the more weight is given o the public
sector, the more centralized the planning system can be., I would like to
gtress = can be . For it is a matter of fact that a stfong (a very strong )
public sector is forming, on the one hanfly, the main precondition for centr-
alizing planning, on the other hand, however, and depending on the reached
degree or level of mature of this public sector (from a very comprehensive
point of view) it makes possible a sound decentralization as it can be

observed in Buropean socialist countries at present.

What we wanted ta say is that there are close correlations between
the contents of the property structure and the applied or possible system of
planning, and that we find one reason far different planning systems in

planned economies just in this fact.

But, and according to our definition, socio-economic conditions do
not end in property structure or property relations as such. There are

included human relations, too,

That is to say, existing property structure and property relations

have to be looked upon as basis for existing and developing human relationsa.

R
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But the fields of human relations must be contemplaied as a very wide
one, With due regard to our problems to human relations there are belong~
ings | :

I) the attitude ‘of lausurers towards work,

2) the skillness of workers and the common level of education

%) the qualification of managerial personel, their practical

A experiences in planning, and

4) the relationship betweer workers and those bstween manages

ment and workers.

There is a certain gradation in this row of factors. ihus, point 4 should
be considered a cerfain summing-up being - more or less - the refTectlun

of the three facts mentioned before,

Seeing the greal imporiance of that problem the UAR's Premier
Mr. Zakaria Mohedien paid pecular attention to it in his speech openiang

the production conference in October, Starting with the statement that

i

the relationship between workers and management iS'baaed on common inferes

and that after realizing people's control over.the means of producticn ans
after restoring producfion profits to their legitimate owners, the principzal

, 16 )
reasons leading to paradoxes were removed, Mr, Mohedien points. out %hat: A

" These common interests make beth workers and management

" act together to realize the objegiives of producticm,

- Phe comtinual political:enlightenment of management and
workers is one of the main factors in developing Lhis
relationship., And it is very important io create humanitarizn

“ties between management and workers.Y

e e s T
o

i



Mr, Mohedien is entirely right when stating that thi¥ pogsitiiity dis re~
sulting from realizing people's control upon means of production. Bub
one should not forget that by transforming properiy relations only the
first and - without any doubt - most imporiant stepihas been dons z0 as

to shape new human relations and to change workers attitude fowards work,

As certainly known, there are some differences in developing bhasis
17)

and supersiructure, It is quite clear that the so-called superstructure
is determined by the basis and that every change of basis leads to changes
of superstructure, radical changes in the field of law, politics, moral ,
and ideology . No doubt, the developing supersiructure is influencing the
basis, t00. THat means there are substantial.correlations between basis
and superstructure, But the fact .is that basis is developing more quickly

than superstruture.

.Ideas of workers, their attitude towards work, depend mainly on
their knowledge. And, of course,Qolitiéallenlightdnment mentioned by Prime
Minister Mohedien in his opening address, is really a good thing, but it

cannot be the whole answer.,

Workers must be made able for taking - over co-determination in
and responsibility for production., That cannot enly be reached by means of
political enlightenment, The whole strength must be directed to fastening
superstructure as a whole. That cannot be done overnight; there is no

question.

But -~ so as to return to our startingpoint -the different degrec
of mature of superstructure in connection with the reached ievel of
economic development (development of the basis) in separate developing
countries has to be taken into consideration when discussing suitable

systems of planning,
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Let us, therefore, répeatingly mention once-more; the speeific

cystem of planning, actually applied in developing countries depends on:
I ? J app £

I) +the reached level of " industrialization;
2) the existing properiy siructure,
3)  the extent to which their econoqies;are=¢ontrolled by their

governments, and

“4) . on that.what;wegshouldLiike;tqgmm,qu@ ag. human relaticns in
economy; or, expressaed in angther LENFR the place human

vzlués have attained in’ economic and, social developmeni.

Taking into account the influénce of all these factors on planning and.
considering, furthermore, the differences existing in separate countries
znd concerning the single factors it it is somewhat difficult to make
ganeralizations-which apply.to all of them, Eveqf_it is rather impessible
to recogmend a geunsral gystem, zaterializable by 511 of them, = This should

not be our- task either.

e

When looking at developing countries one can observe that all o
them are using at least’a certain kind of plannwing . Usually, thels govern-
wents initiata;-finnce , and' earry ‘out lavge~secale development of & riculture
(irrigation system, for ‘instance) aad industry (steel-mills, oil refineries,
chemical industry, in here especially fertiiliZer industry, because ¢f making

their agriculture more profitable).

That means, they are p?annlngo Ano that in spite of the statements
of western economists, saying that plann¢ng in develoPLQg countries means

“depr9551ng stlll further standards of 11v1ng whlch are already low.® 56)

But they cannot help saying that 3
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n complete state control enables a government to enforce

18)

a high level of saving and invegtment.”
And turning toChina: the just even now quoted Mr., Benham writes that she

4 " ..o is by far the most important of those communist countries
which are still underdeveloped . ‘ A
She has attracted much attention by her rapid progress i
towards industrialization and by her expansion of output,
especially, in heavy indusiry, during recent years sseceecs
there is no doubt that substantial economic progress has

- : 19)
been achieved," :

Please, remember Benham's statement, mentioned ujust before, that planning
in poor countries will lead %o depressing still further standards of living.
China is such a poor but planning country . And Benham is forced to re-

cognize "substantial economic progress."

Economic progress - what for ? if not for the sake of increasing
standards of living ? Benham feels his own contradiction and because he

is unable to explain really the reasons for economig progresss he writest

chinese ... seem: to be more hard working and more able fo-
learn and to practise improved .methods than the people of

most underdeveloped countries." 20)

A really convincing explanation; I think, not worth while being discussed.
Chinese are "diligent and intelligent " , Arabs and Africans and all the

other Asians are more or lesi "lazy and dull®,
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But let us return to a more serious mode of consideration.

There is no doubt , for ensuring a rapid, Homogeneous, and
aohprehen51ve economlr aemeLopment developlng countries are forced to
plan, This has, as a mauter of fact “been recognlzed by all the ieading

econcmists, no matter whether frqm the Bast or from the West .

But what shouid be sald abOdf ‘the applled systems of planning,
At the beglnnlng of thla paragraph I sfated three remarkable deficiencies:

I) no real comprehensive planning,
2) . noRthrough - passing® planning from top to bottom,
3) one-sidedly directed plauning

TPaking in%o account all the substantial differences existing in
separate developing countries,and there in the sccio=economic field’one
should come to the following rough generalizationss

1) ‘systems of planning of ‘developing. cauntries have Lo move

" in between the two theoretically existing limits of possible
plaaning {perfec%ly*centralized and.fully decentralized
planni «2g J without attaining the one or the other marginal
point | A '

2) the degree of centralization or decentralization regpechivaly

© depends wpon 2 row of factors the most important of which.

are represeirbed bys 1 .

—~ the role of the public sector,
- the attained level of industrialization and the reached

level of ecomomic development in general,



-3 I

- the reached level of social development and the attained
educational level in particulal, including skillness of
workefs etcs

- the qualitative and quantitative situation among manage-

rial personel;

By these mentioned facts the degree of decentralization or
centralization is determined, since decentralization or
centralization in planning iumugi be compensated by an accordiing
use of economic levers (material incentives ), the number of
centrally used indicators (expressing the degree of centraliz-
ation) is reciprocally proportional to the number of needed

levers or incentives;

%) the used of system of planning has to be a really comprehensive

one comprising all the separate spheres of sccial reproduc—
tion connected by close correlations; one cannot plang for
instance, prospectively the industrial development of a
country without planning simultaneously all the necessary
precaonditions (physical planning, financial and manpower
planning, planning of home and foreign trade, etc, and the
outcomes as weli (social outcomes, as,for instance,medical
outcomes etc.)

4) the applied system of planning has to be an uniform’Tand
"through-passing ™ one; it is not advisable to maintain
the "tyo levels of planning" used in most developing
countries at present, and confined in such a strong way
as M"system of national economic planning " and "system of
enterprise planning"; there is no real national economié

planning without comprising tenterprise planning and vice
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versa; it camnot be the only business of state plauning
authorities to shoulder the responsibility of macro-economic
developmen’ and to let micro~economic questions be settled by
enterprises themselves; central econOmié planning and enter-
prise planning are forming the tw%ingredients of one and the
same thing ~ of national economic p‘annlng,thn ocbvious connec-
tion befween both the parts, expregsed . bywlndlcator, passing .
the thought bounds, depends on the degree of conural .zation or

decentralization whichy again, in lnfluenced bv the. general

level of socio-economic development’ (I GOk at'po““t 2 of this

summing ~ up); :
the applied qu+em of plannlng ‘has to comprise anaual and

prospective planning as well; goals are to set by prospective
planning, by means of annval planning the alfainment of

goals set shall be ensured- w1th1n prOSPECtAJe plans tha
development of all :z 49t¢oral economlu branches and spheres of
social repr:nunu=on whal”beadqugtad° ‘beside of prepective
plans, co Drlblng the ﬂoncerned natlonai economy &8 & whola,
such of seperate branﬁh@s and dqurlctc have & be estable
ished; the latter have to proceed from the position of separate
branches and regions wlthln naf;onai conomv, from the tasgks
resulting from that, qnd, i .ally from the possibilitles

and. necess*tinc of their e knlcaJ de*-ehpment9 prozpective
plans are exyeﬁ ed to make ev1aent ana goed the economic
developmant: mf brar\hes ¢rom tha pu:nt of view of production,
technology, an‘Wapaultyg the d30151ve farFﬁﬁ goncerning
progpective pla'“ 4f ﬂuonomlc regions has to be represented by

the harmonicus dpveIOPment between the eparatetéaoaomio and

industrial branches ana alm fhe other social spheres of the

region in quequlon; proypegtlve pla;nlng might not be a rigid
system of strongly limited 5 =y 7 =g I0~ Year plans {(or

whatscever the zpacs of time wonld be ), prospective plamning

-
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should be a continuous one , i.8., prospective planning:should
always be happening in advance and prospective plans

should ' always be valid for the same space of fime (not,

for instance, from I96I to I965 and from I966 to 1970,

but from 1966 to I970, from I967 to I97I, from I96E to

1972, etc, i.8.; prospective plans should be elaborated at
every moment of time and always for a constant space of

time), L)
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)} Some examples of ho to use financial measures and categories in

case of fully decentralized planning:

a) pricing policy; prices must be fixed in accordance with
demand. and supply, on the cne hand; if, for instance,
demands for certain goods are surpassing supply prices
nmust be raised, and vice versa, if supply is surpassing
demand; on the other hand, however, pricing policy could
he used so as to reduce consumption ef alcoholics, or so
as to stimulate purchase of educating bocks; the same
effects could be attained by means of

b) taxation policy; but both the .measures and effects ave
not indentical; in case of pricing policy producers and
consumers are affected as well; in case of taxation policy
consumers are being affected only; this so, because taxation
policy can be used in a two -fold way:

I) taxation policy cam closely be connected to pricing
policy (in case of conmsumption tax which appears as an
ingredient of price and which, in this way: :
is able to reduce demands for special and concerned
goods-educational effects, for instance)

2) taxation policy as direct ftaxabtion (Zor 1nbtance, ‘
income taw, property tax, land tax, etec ) By this kind
of taxation a reduction of purchasing fund is expected
in general;
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13)

14)
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¢) policy of subsidies; a certain kind of budgetary policy;
so as to promote production of goods which there is a
big need for (vitally necessary goods, for instance,
the prime cost of which, however, are tco high for
getting an acceptable consumer price ) or so as to reach
a certain structure of national economy in future
(financing of long - te¢rm launching cost, subsidies for
financing research work, ete ). .- =

d) crediting policy closely connected with policy of interest
(generous granting of credits - connected with low rates
of interest - in case of promoting production and econdmic
development of certain enterprises or branches =; restrici-
tive granting of credits - connected with high rates of
interest - in case of embarrassing production and economic
development of certain enterprises and branchess

K; Siregl, The Newr Progressive Changes in Planned Management of the
iNational Bconomic¢ ‘Experimented in the Present Time in Czechoslovakizg:
Memo No, 553, p. L.
%. Fedorowicz, Memo No~-505 p., 9/I0.

K: Sack / He. Linsel, Basic Principles of the New Economic System
Memo No -~ 495, p.6.

K. Sack / He Linsel, Basic ... Memo N - 495, pe 6.

More detailed explanations you will find in the mentioned Memo N =~
495 ppe 6.

Rich Rewards of Planning, The Egyptian Gazette, October, 28, I95, pet.

A.H., Hanson, Public Enterpr-se, International Institute .of.. ..
Administrative Science, Brussels, 1954, p. 40I,

%, Mohedien, Opening Address to the Production Conference, The
' Egyptian Gazette, October, I8, I965, pe 4.

In our opinion, by the economic structure ¢of a society the basis is

formed on which there arise many kinds of social relations, ideas, and
institutions. The ideas of society, the institutions, and organizations
which arise on a given basis are forming the superstructure of society.
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The theory of basis and superstructure explaxmb how ip the 2inal snalysis ,
the mode of production determines all aspests of social Life and reveals
the link between the mociow economic relations and all the other rela-
tions of 'a given scciety. Bvery societykuows to Bistory has its own and T

specific basiz and orrespo ing supe rsfrucrure as we! o

I8) F, Benham, Bcomomis Aid to Underoeveloped chntriesg Oxfora,
© 1961, Pe Iin,
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CoFay Recommeniaﬁ¢0nﬁ nf the P?adxﬂt on Conference, héld in
" Gairo in Octcber I965.

In the Bgypbain Gameiha, Octcber, 20, 1965, there is writtens
- The conference recommends the adophion of the prlvw’;ﬁc af the.
dynamiu planning for the second Five - Yaar ﬁ ane Thims gystem i3
%0 recongider tha Five - Year - Plan at the end 'of everv vear and

to add & new Year to it, so vhal ¢
Plan o This will give.the plan real

Gf every year.W
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