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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 aconony 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 Maraging of
National Economys

The economic development of socialist countries aims a®t bringing into
the existence the material foundaticns for making the wurking peopls
pleasant and delightful. I aims furthermore at meeting their growin gn eed

LY
=)

and enabling them to take possession of educaiion and culturs, It is therse

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 spheres of industrwy; high

level of managirg and planning the national economy etaz.

The speed of economic growth and the time it takes until economic
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 te 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
plaraing and managing if in part or as a whole it is not corresponding to

tne 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 na%ional 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 ébonomy 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 scientifis-technical proge
ress to be intensified and applied more rapidly into production, Furthere
more, it permits production to be organized efficiently within our national
economy as a whole. It represents, furthermore, the principal foundatien
for operating modern technique to the hest advantage in every branch of
the economy, These new relatiens of production allow the enormous resources
and energies - from research work anq projection to production = to be cone
centrated on the degisive economic tasks and utilized to a high degree 3
the close interplay of science and produstion resulting from technical
progress can be used to the best economic effect.

It is exactly this problem connected with technical pro%ress that
agsumes extrgordinary woerld-wide importance in the face of the teéhnicai
development just.taking place. We. ave wikhagmivg: rapid changes. in technical
procedures. -Newly develeoped cheﬁf&él”pﬁoégéseé ére practicglly outdated
within 6 or 8 years, and we observe the high speed of converting scientific
discoveries into practical, applicable technical processes reducing %he
length of time between discovery and application, For the sake of compze

.rison I would iike to draw your attention to the discovery of the telephone
or of the X-rays and their comprehensive utilization on the one hand and
the discovery of LASER and its practical application on the ofther. We
notice a growing tendency to switch from the production of single components
and gears Lo the construction of complex and higly productive units, @e.ge.
the development of autcmatically operating machines in metaleprosessing

industry, computars, etc,

Theze end obther phencmena and yssults of scientific-technical

progress force us to develop methods of managing the economy in order toa

meet these new requirements if high benefit especially growth af laboux

production dis to be ashieved. This must be stressed because the triumph
in the economiz compevition between capitalism and socialism depends lavzelLy
on the speed-wfa@;@wﬁﬁﬁﬁnﬁa@hniﬁaa,pragress and the use it is put to.

Therefore, the essential problem in changing the system of plane
ning and managing the national econromy consists in the comprehengive utlli-

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
znd 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
hzs 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 iﬁcreasing 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
Managing ?

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

the coherent combination
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a) of scientificalliy=-baged managerial aectivity in our economy, and

b) scientiflcallywbased centralized state planain %¢ oOriented ! on

valid perspective,

with

¢) the comprehernsive application of material incentives in the

form of the system

This is an irndication

Managing of Naticnal Economy is

centralized planning affecting society as a whole, On ihe contrary, the
17

point in guestion is to improve

4 5 )
of economic 1eversa‘

that the New Economic Sysitem of Plannize and

e

net aimed at undermining or even akolishing

substantia the

o

L2 - . £
yffectiveness of e
o

wbralize

ed

planning, mainly by improving the perspectivy
significance, Scisntific leadership oa all

al
cation of material incentives by means of 2 comprehensive sysiem of economic

levers are directed ab securing

e an
re planning and inereasing iis

managerial levels aad the avr

the economic advance of socializm, Againgt

f

speculations upon possibie liberization of ihe economy in the DR in compec-

tion with the changes in economi

advantages of socialist seonomy as cerntralized state planning represented,

1.1 Scientifically~based manageriasl activity in the economy of socialist

Countriess
Starting to discuss
explaining some ideas of scient

zconomy., Scilentific managerial

planning and managinrg the economy on the production principle. This princip:

is based on the social divisien

some fundamental problemsgwe willl begin by

ific managerial activity ir our natiozmal

activity is essentlally characterized by
h

¢ life we don't intend to ralesse sueh decisive

ef labour existing within our naltionzl ecconomy,

in consequence of which indusirial branches and eniterprises differ distiagtl

in technical and economical characier!

in the reproduction process of

do

stics according to the role they pla]

¥

the national economy. Procseding from thess

objectively existing characteristics we group industries and enterprises

accordingly and lead them coherennlyo That will enable us to zttalin exnerd
@

direct where this can be done most advankageocusly »

We would like to illustrate the main ideas of this managerial principlsz in a

sketchywhich' ig,ef course, rather simplified,

—n

(Sketch 1)

2) Directive 3 The New Economic System cse9 Distz Verlag, Beriin 1963, P. 10,
ey iz

Point ¢) includes the creative participation of the wox

and managing the national eco

nomy.
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Managing according to the Production Principle
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Comprehsnsive| mamagemen of the whole industry is in the hand of
the National Economic Council 3 the industrial departmenis of which encure
expert direction of individual industries, These special industrial departe
ments take care of the Associations of Nationally-owned Enterprises YVBj) ,
which function themselves as independent economic units, The electwrical ife
dustry department e.g. leads several VVB's among them the VVB Electric Utene
sils, which comprises about 25 plants which are phbtiendarly the most economi-
cally important, Every VVB hears full responsibility for efficiency and tech-
nical progress of the enterprises headedtby the VVB directly or indirecily.
45 & managing body it has full authoritjrover adequate material sznd financial
means within the scope of the plan,

@
Out of a total nearly 15,200 individual enterprises in the GDR zbout

1,750 plants are combined in about 80 VVB's, Tke others, usually swall and
medium plants of all forms of wwnership, are directed by the indusitwial -
departments of local (regismal or district) state authorities, mainly by the

Regional Economic Councils,

All plants = these headed by VVB as well as those headad by the
Regicnal Economic Councils-are entrusted with utilizing every potential of
the particular industry for reaching and maintaining world top lsvel in the
scientific and technical field with regard to the goods produced, for orga-
nizing production efficiency, etc. In order to ensure thig 2ll enterprises
belong to producer groups set up according to the goods produvced. Bveary
producer group you will find a differeant anumber in each VVRE depending on the
kind of products produced, 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, f.e. devslopmert of pro-
ducts, leng-term trends in technology , related questions of further specis= _
lization, of standardization ets. ¥
(Sketch 2)

In this way we obbtaizn complete participation in the long=term deva—
lopment by' all enterprises of the producers group conserned, and we aim ab
the full utilization of all potentials for an efficient organizatiorn 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 econonmic power.5)

The procedure may be demonstrated by an example, These are two
principal enterprises within the VVB Electric Utensils which precduce lamps.
Furthermore there exist about 50 small and médium 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 agreemend 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
economy,i.e% production of up=to=date high quality goods at low material 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 prouesées that
will ensure a planned and efficient development of the national economy. In
this way favourable conditions are created for development and implementation
of the essential principles ofﬁoien$ijicall¥-b359§1Jmanagerial actividyo

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 plamtein order to make use of new capaclty to
a great extent it is necessary to investigate the scope of demands arising
for mew products. It is quite obvious, however, that scientific analyses
for perspective planning will only give sabtisfaction when relevant facis ave

takenrinto-aonsideratiog, These fagts are ¢

5) c¢f, Memo., No., 494 The Role of Semi=-State Enterprises in Eccromic
Development,
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1, the product in question,

2. its future development,

%, foreseeable expenditure involved in technological procedure
and probable changes, for example in raw material expenditure,

4, the changes of selling the product on the home market or ex-
porting it,

5. comparison of piices and cost.

It is quite clear that reasonable perspective planning which makes g5i%m
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.‘lfor thié'reason we develop perspective planning

based on programmes for groups of products, too.

There are sevé;al more principles for scientific managerial .
activity=-planning included-within the entire national economy and at all
levelsy €48

1, complex direction of all economic processes, starting with
research and development and ending with the sale of products,

2, concentration of decisive tasks, e.g. concentration of invest-
ments. - \

3 establishment and application of an effective system of infor-
mation, analysis, planning, organization, coordination and
contrel, based to a 1arge extent on the use of modern mathe-

ol matical processes and computors. Here you can find connections
to bperation Research 3 and last not least
4, 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 mgkélprinciples effective a high level of managerial
especiaily °
personnel is neededpofwn}King on the basis of scientific: . - perspective

planning &



(12}

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. N

A E

It had been said earlier that we can make efficient use of the
level of scientific mand 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 gimply reflecting long=term
development of the respective national economye On the contrary it haz to
serve as an essential ;nstruﬁent in implementation of seientific—technizal
progress with all iis consequences, In order to realize,thiﬁ,it is‘ﬁesessary
%0 make scientifig-technical progress itself the hub of the perspective plan,
If stherefore , we want to develop remarkable ideas on sush economic problems
as the growth of investments, of labour productivity , of future preportions
of national economy , the social division of labour and matter of cooperation,
the organization of producticng the skill of working people, etc., it iz

above all necessary to ascertain the basic trends of scientific—technical

progress as well as The saientifigetechnical waesulbd  that will determine

the future profile of the national economy. This will serve 2s a basis for dow

termining; the main essentials of the national eccnomy and for selectinrg those ine-
dzstries, they are called principal @f. 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,

production in order te arrive at and influence scientific-—technical tep lavel,
and for the speed of economiec advance of our national esonomy. In wiew of the
latest scientific discoveries and their applicatien in the produsziion prosess,
it is necessary to continue examining the developmenit of industrial branches..,

to redefine their pesiftion and to aliow for the conclusionz whizh are to be



i his connection~quoted
literallyg)

In so far scientific

~technical progress becomes significant 1,
achieve the highest level of e

fficiency of social labour,

and considering that matter,

Perspective planning is done in +two

Every care hag

Slapes e

The first stage consists essent
estimation of development of prod

technical development in the next 15 or 20 y

ially in giving a complex prognostic
uctive fore

e€s and the trends of scientific-
any time lag,

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

perspective plans,

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

drinciple 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 1

and average quantities
it caused certain miscalculation
atest 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,

Firstythere are the problems ¢
lemical plants, Develop-
$ in significant changes
Economic Research.Bietz Verlag,

Dr, E, Apel : Current Problems of
Berlin 1964, Po 44




