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l. Sectorial and Territorial Aspect-Two Main Aspects in Management

Systems Ofganisation.

Any socialist state has to perform three fundamental

functions :

~ the economic - organizational function.

= the cultural - educational function and

- the external and internal safeguarding function.
All three of them are of course closely linked, supplementing and
very often even penetrating each othefl)but nevertheless each of
them provides the main aspect of the organization of specialized

managemoht and planning institutions.

In this study it is mainly the first, the economic organ-
izational function we are interested in, though due to the mentioned

interrelationship the other two cannot be neglected completely.

The economic ~ organizational function of the state is
of utmost and growing importance in a socialist society where the
state as the broadest mass organization of the people holds all
the essential means of production and therefore bears the respon-
sibility, that they are utilized %o the people's interest.

1) To give only a few examples. Socialist consciousness as a
result of education ( cultural-educational function) will find
its expression in high working discipline, in striving for
mastership in one's work, and in active participation in
planning and management i.e. features significant for economic
development .

The safeguarding function of the state will provide certain
constraints for the development of infrastructure or the spa=-
tial distribution of industries.

On the other hand influences the development of socialist
personalities their behaviour as consumers i.e. education shapes
to a certain degree the demand structure for goods and services.
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In every socialist revolution, after the proletariat has
d the problem of capturing power... there necessarily comes

he forefront the fundamental task of creating a social systen
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italism, namely ralslng the produect ivity of labour,
connection (and for this purpose) securing better or-
1)

ganization of labour™’ wrote. lenin shortly after the Great October

Revolution and this holds still true in the contemporary world., To.

bring about this is in fact the hard core of the economic=-organizae
£ 2)
tion functien e

Economic activity is this fundameltal activity w1thout whlch
soclety would simply cease to exist, and whl”h 1s tne precendltlon

for all cther types of activities,

This attaches also 2 distinguished role to the economic—or—

ganizational function of the state because in many regards the

economic performance is decisive how successful the other twe funce

3

tions can be implemented.

1) e Lpuan Selected Works in Three Volumes, Progress Publishers

Moscow .,.;'70_ Vol 2 Pol66 1,
2) Jg Bognar(Economic Policy and Planning in Developing Countries
AKk Jucmﬂla Kiade, Budapest 1909, P, 457) expresses the importance.
cf the economic function as ;ollows.
“We have made 1t clear several times that in the long run the
a government or regime is decided by the content and .
of its econcmic conception. In the short run it
is conceivable that a government possessing the confidence of
the masses maintain its power even under extremely adyerse
economic conditions (when, for instance there is a threat to
th@ existance of the nation). But this is only possible beca—
ise the masses are convinced that when the outer menace is eli-
mnnuuei or substantially rnduced the govermment will be able
to continue a successful economic policy. g
LThe fate and future of every high political leadership or leader
depend on whether it is able to solve the decisive task 1a01ng
the nation-that is, achieve economic growth",
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Thus it is understandable, that the strengthening of
the economic role of the socialist state and its specialized pla-
nning and management institutions is a key issue in all socialist
countries receiving the continous attention of the Workers Parties

as well as of the other organizations of the people.

And this makes it understandable too, that this economic-
organizational function is one of the most common targets of att-
acks from bourgeois critics of socialism. Those critics very often
argue that the economic system of socialism is " overcentralized "
and that only the weakening or even abolishmeni of directive cen=-
tral planning and management and the introduction of "market soc=-
ialism" could, cure the "unefficiency of the socialist ecohomy“.l)
To follow this advice would mean to abandon the most powerful in-
strument to direct economic and social development and in the
long run to undermine the foundations of socialism itself and to
return to the social unefficiency that the capitalist economies

demonstrate nowadays so obviously.

As discussed in Part One the sustem (subject) of mana-

gement has to reflect its object. Since the modern economy is

1) Compare for instance : A. Schick, Knovergenz von Zenitralver-
waltungs wirtschaft und Marktwirtschaft. Eine Erorterung am
Brorterung am Beispiel der Bundesrepublik, Jugoslaxiens und
der DDR in : Aussprache, Bonn-Bad Godesberg 21, Jahrg, 1971;
C. Seidel, Pheorie, Modelle und Methoden der zentralen Planw-
irtschaft. Eine Einfuhrung, Westberlin 1971, K.P. Hensel,

Der Zwang Zum wirtschafispolifischen Experiment in zentral-
gelenkten wirtschaften, in : Jahrbucher fur Nationalokonomie
und Stalististik, Bd. lok4, Stuttgart 1970.
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one of labour division two of its principal aspects, the sectorial
and territorial one, provide the fundamental framework for the
social -organization of economic management and planning. Picgare

1 shows a m3nagement set - up that is with certain variations app=-
lied .in.the.socialist countries and developing countries with a
éonsiderablé'natidnalised-sector-tooe It is characterized by two
lines of ma:nagement. [he first one is organized on the basis of
labour civision among sectors according to the principles discussed

in Part I, Chapter 4.2. The second one subdivides the entire courn-

try into a hierachy of administrative-territorial units.

-*'FBut that sectorial and terricorial aspects provide the
organizational guideline to set up the managemenﬁ hierarchy
does not mean, that the institutions in the respective lines are
concerned only with their particular aspect. As we found in Part
I decisions and management aciivities are tvo the greater part comé

plex and have to observe various aspects of social life,

+l That' is the reason why ‘we put this paper under the head—
ing $erritorially organized planning and management inéteaé'of te-
rritorialt (.regional ) planning and management. The firstfof the two
'notibns?describeé-a management principle, the second one an aspect
and:the-contents of them is differing considerably., Territorial
(regional) planning, which was the subject of several of my earl-
ier.Memos,l) is concerned with the spatial organizétion of society
and-in particular its economy, i.e. with the spatiai aspect of

social and economic development., In this sense it is a task of

.l) Compare INP Memos 1053 (1973) 1070 Part One (1974) , 1070
Part Two (1975) , 370 (1974) , 443 (1975).
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all planning and management authorities as far as their decisions

and actions bear spatial conseguences.

Opposite to this the term "territorially organized plann=
ing and management™ comprehends the activities in a definite line of
planning and management that is organised according to the territorial
priaciple , i.e., the activities of a definite hierarchy of adminis-
trative-territorial planning and management institutions with an arr=
ay of tasks far broader than provided for by the subject = matter of
territorial plamning, including the guidance and contrel of enter-

prises i.e. tasks typical for sector management .

The Tact, that the territorial or any other aspect has to
be observed by various institutions calls for co=ordinaticon amonzg’
them. As a rule this function is given to those institutions $hat
" are organized in acco?dance with the respective, aspect eog. territe
orial co-ordination of resource - utilization to the regional authore

itiez or the respective department in the central planning authority.

But this will be discussed in more detail in one of the

-

following chapters.
2. The Territorial Principle in Planning and Manseement :

The regionmal subdivision of certain functions of gevern-
ment has an agelong history. The nomes, topoi and komai (as the
Greek called them) of Ancient Egypt ,the provinces of the Roman
Empire,; the kingdoms, counties , bishoprics etc. of the Holy Roman

a

Empire cor the governorates of Tzarist Russia are only a few examples-

But only in rare cases were economic factors playing a signi-

ficant role in the development of this dministrative=territorial
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structure due to the weakness of the economic function in compar-

ison with the other funcitions of those states.

Among the exceptions from this rule one could mention the
ancient oriental states, where itne natural conditions forced the
governments to organize such life negessary public works as the
construction and maintenance of the irrigation systomsl), I

But nevertheless whatever the factors were that caused the
administrative-territorial division of the vuarious countries in
the past, there is one fead-back effect, that can be traced in any
country with varying strength. Orce established the administra-
tive division becones an econounic factor exercising its influence
upon further development, the power of }ais impact depends to a
large extent upon the real power given to the regional units. The
more powerful the regiopal and local administratious are i.e.
higher their share in The total power the stale possesses and in
the resources it commands, the greater is their capability to shape

the economy of their region, o the good or to the worse.

Hence it becomes obvious that the division of resources, res-
ponsibility and labour between the cenitral governmeni and the re-
gional and local levels is of great importance for che efficieney
of economic policy. This is in particular so under socialist con-
ditions where the state is the prime organizer of the economy and

the holder of the essential resources;

D Compare: K. Marx, The British Rule in India in K, Harx F.

Engels, Selected Works in three Volumes, Progress Publishers,
Moscow 1969, Vol. One, P. htu.



Therefore to shape the administrative-territorial hier-
archy means simultancously to define the labour division between
the various levels of government . Whether a certain administra-
tive division of the country is efficient or not depends in many
cases much more on the correspondence of the functions assigned
to each level with +the potentiall) at its disposal, than on +the
actual number of levels; the exact configuration of the boundaries

etc.

To keep this in mind is important because deviations from
this correspondence may hamper the efficiency of the entire‘plann-
ing and management systém seriously. To underestimate the regional
and local levels means that the central government overburdense)
itself with problems which could be decided right on the spot nor=
mally in a auch less bureaucratic and therefore timesaving and
cheaper way and even with a higher quality, based on the knowledge
and the cooperation of the local people. Beside this the central
government could concentrate its activities on the strategical

problems which can only be decided on a nationwide scale ,

On the opposite, to entrust the regional authorities, with
rights and duties; which can only be exerciseg efficiently in a
wider scope than these authorities have at their disposal bears
the danger that the problems concerned are either not solved at
all or only in a quite unsatisfactory manner, if one evaluates

the solution under an overall national economic point of view.

1) Potential is here applied in a very broad sense comprising
not only the economic potential but such factors as decision
power, qualification of muanagement staff etc.too .

fets
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2) Remember the case of the army commander that we discusse
Part One,; Chapter 2.



Hence it is the quastion of "proper arezl division of governuental

power" (Paul Ylvisaker) that has to be unswered, ie.c. the question what

nas to pe planned and macaged on centrul ievely, what can or even nmust

be done on regional or local level i.e, what are the eppropriate levels

to assign certain tasks to. There is Oof courscv no answer thut would be
valid everywhere and at all times bul each country has to find the so=

lution according to its specifiic conditions during & given period of

0

its develonment. -Theory and practicil experience from various countrics
provide however, a.considerable host of knowledge that may serve for

BULGLCCe

The basic principle according to whicia <ny sociclist management
hierachy is organized is «~ as ulready poinsted out in Part One - the
principle of democratic centralisme This is of course also valid for

5
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the territorial = administrative hierarchye This principle asks for

the combination of cenbtral stute planning end menagementi of the basic

issues of social developuent with the individual responsibility of

regioanal wnd local zuthoritvies and cuterprises and with the initiztive

of the working people.

Central, regional and locul wuthorities ure part and puarcel of one

T o

»

socio=political entivty, the sociulist gtute, set up to serve the welwe

fare of the peoplees

L) As on example, that is representative for «ll the Buropean sociae-
list couniries we coute Article & of the G.D.R.'s Constitution: "All

power serves the welfcre of the peoples It ensures a peaceful life,

protects socialist society unhd guaranieecs a socialist way of life for
the citimens, the free development of mun, the preservation of huuan

dignity, wnd guarantees the rights stipulated in this COnsﬁiiu%ioqq



The supreme iastitutions on all levels of government (central,
regional, loczl) are the democraticully elected popular represcitabive
bodies, all other stuve inuti%utions on the respective levels cre sub-
ordinated to them, thus guaranteeing democracyi This guarantee is
further strengthened by the stipulavion that all deputies are during

theiy entire time of service reppo.isible to their electroate znd thutb

any deputy who grescly infiringes his duties can be recalled by his
zlectorse L dence the people holds truly tie powet, noi only on

election = daye

As members of the socialist state the popular repressens

# regtd - P
tesions of the territoricl =~ adninistrative un.ts znd their orgons

sre responsible for the slaborution and implenmentution of The

statets policy witain their territory.

But in order to be able to hold then responsible it is
necessary to define properly what thcly responsgibilities are. This

is wnother aspect of the principle of democratic csntralism, st

rongly backed oy experieunce j Only if the S ar
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L the prights of
the wvarious

covernme.t institutions on <«ll levels are clearly

@
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his is ano between sociulist zud G&plu list states
In cupitalist cian is considered "democrutic" that depubties
cted on Eh‘ understanding, that they carry out a ceriain

Dr';_,a.:;n should not be bound by their pledges or by instructions
given by The electorate bub should solely follow the dictated of their
rn_souhnwoo very clasti c-*ousclcnzab, Thus it hapoens againd and

vgein thot deputics once elected forpet everyiaing they OLOMI; d during

the clectoral compaign und sell vheir services To the hishest bidder.

And nobody, least of a i

e Ty . - e - e L 3 .
the electorate is able o cCo &n
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