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3. The procedure of production plannings:

For the lndustry represents an important part of
national economy, planning of industrial production has to be
carried through in line with national economic planning.l)
This sc, because only in such a way the necessary proportions

of national economy and within the single sectors and branches

can effectively te realiZed.

After determining the at first more or less roughly
defined proportions of national ecomomy, the tasks of the
single sectors and branches have to be fixed in detail. This

has to be done by the respective authorities of the seciors

|
and branches in question starting from the technological develop-

ment within the planned period and the foreseen degree of img
plementing new technique within the sectors or branches concerned.
This so, because the main task of production planning consists

in investigating the demands and meeting their requirenents by
high~level products or performances, That means, production
planning is expected not only to reflect existing demand bub
also to consider how the markets will be influenced by develop-
ing completely new products. In addition to this, the precondi-~-
tions for introducing the new products into production have to

be teken into consideration when drafting the production plan.

1) c.f. Memorandum on: Theoretical problems of industrial
planning



Summarising the gbove-mentioned ideas we can state that

the investigation of demand on basis of the scientific and
vedhneolozical development represents a main task of production
planning. For the procedure is, in general, the same for
prospective and annual planning, the problems are analysed

on tGile whole,

Let us consider now the problems connected with

investigating demand and market,

5¢ls Investigation of demand and marketl)

5.1.1y The contents of the investigation of demand

and'market.

What means investigation of demand and market?
The investigation of demand and market represents a prognostic
estimation of needs arising for certain products or perfor-
mances at a certain time, at certain places and by certain
quantities and qualities, etc., These estimations have to be
carried through in connection with the scientific and technolo—
gical development in these fields. The investigation of demsand
and market forms; therefore;zdecisive link between natural

science, technique and economy,

1) The following explanations concerning investigation of
demand and market are partly based on: H. Model, Bedarf,
Produktionsprogramm, Absatz, Verlag Die Wirtschaft, =~ °
Berlin 1964,

(Demand, production program, sale, printed by publishing
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Moreover, the investigation of demand has To proceed

from the arising requirements caused by the technological
development and social custom and behaviours In other words,
when investigating demand for prospectlve planning, especially,
we have to consider the general development trends of new
requirements based on a possible naterialization of new

inventions in production. To give an example ¢

In the future, it will become possible to utilize
thermo-nuclear processes for industrial purposes. Op bHill
now, the specific demands for the respective equipments are

unknown,

The demand for certain products, therefore, has
to be investigated by starting with analysing the forth-
coming requirements. When determining the real objectives
of national econony, industry, etf., however, we can only
take inbo consideration those requirements which can already

bﬁﬁefined by quality and quantitye.

This holds true for both the demand for producer

goods and consumers goods as well.

The investigatibn of markets is forming a special

part of the investigation of demand . It comprises the
investigation of markets in one’s own and in others countries

and of the possibilitvies to sell products tTherec.
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The scope of demand for products on foreign markets
especially, is not equal to the scope of products which can
be sold by a certain factory. This so, because there are
other firms and countries also intending to sell‘their products
there., It has to be analysed very thoroughly, therefore,
which share in the demand on a certain market can be covered
by the enterprise or country in question.
This,rin turn, depends on such facts as
- The customs policy of the respective country
importing the goods,
- the business relations between the firm and the
respective market,
- the technological quality of the offered products
comparcd with that delivered by other competitors,
- the necessary service and its implementation,

-1’ price, bonuses, etc.

From this it appears very obviously that the investi-
gation of demand and market forms a decisive precondition for
both scientific manégerial activity, in general, and planning,
in particular. . It serves, firstly, for elaborating
scientific and technological conceptions for the main branches
of industry and reveals the prospective topics of research

and development to be solved in future, Secondly,the investi-
gation of demand and market is expected to provide the enterprises
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with necessary in-formations on the quantity and quality

of products and performances to be produced ln the current
or in the following plannlng perlod. These 1nvest1gat¢ons
have to be detailed later on by ﬁeans of sales agreements_
hetween producer and trade organizations or the diffé%ant

kinds of consumer for producer goods, éspecially.‘

-

3,1.2. The procedure of investigatine demand and marke®

As already mentloned when speaking about the.
procedure of 1nvest1gat1ng demand and market, we have to
distinguish two main ingredlents; .

‘ a) +the analysis of scientific and technological
development,

b) the snalysis of demand itself expressed in

technico—economic figures.

At &) The analysis of scientific and technological

development has to be seen as that instrument mainly connected

with investigating forthcoming requirements. It 1s based,
therefore, on studies of available or expected vesults of

natural science and technique, This analysis of science and

@

technique has, however, no end in itself. The investigations

must be undertaken from the econemic point of view. That means,

the available or expected results are to be analysed with

regard to their possible introduction into productiéﬁ andfheir

2conomic effects on requirements and demand,on cost, price, etc.
The main features of such an analysis appropriatieye.ge

for the sector of the production of business machines looks

like the following : ' |

(c.f. sketch 1, page 6)
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The sketch shows that the first point to be analysed
in this connection concerns the technique of business orgesnization.
This so, because the entire technique of business machines has * >
ﬁo meet its requirement. If, for instance, planning is to be
based on matbhematical methods, the busingess machines offered

in this field must Le able Lo calculate mathematical methods

like linear programming, etc.

The second point comprises the functions of business
nachines., These functions have to be seen in connection with ° .
the technological development. This so, because, at present,
for example, the technique applied to business machines is
going to be shifted from mechanical to electronic methods by

means of transistors.

When conéidering the fashioning of machines, we can
observe a certain trend expressing the preponderance of
physiological facts as against pure machanical requirementé :
which must be taken into consideration by constructing the
business machines. This aims at facilitating the running of

+the machines and at increasing labour productivity.

The analysis of patent rights forms a very important
part of the whole preparations. As in most cases new inventions
are protected by law, the construction of new machines has

to be based on own ideas, Otherwise, if the patents are to be
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used, the firm in question is forced %o apply for licences.

Last not least, the development of technologies
has to be considered. It should be noted that any changes
in constructing new machines are closely connected with
alterations of the technology applied and the other way round.
The steadily increasing use of plastics, for example, gives
rige to a certain kind of revolution in manufacturing all
types of machines, in general, and of business machines, in
particular. New inventions in this field must be adjusted,

therefore,;in time and used creatively, when world top level

of products produced shall be attained or maintained as well,

The main conclusions ?athered from the single
ingredients are summarized and compared in the synthetic part
of the analysis. This so, because the requirements of the
single ingredients}as the trends of technique, technology,
etc., are not in conformity with each othér fpom the very begin-
ning. In one field, scientific development has already been
pushed ahead and in other fields we are forced to make up
the lee-ways. Thus)resulting from the synthetic COmparisons,

necessary tasks to be solved in research and development,

fashioning,etc., are to be fixed and submitted to the author-
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The above-mentioned example shows that the single parts
of such an analysis are more or less determined by the charac-

teristics of the respective productss Nevertheless, every

analysis of scientific and technological development in connection

Wwith the investigation of demand has 10 contain the following

loems 3

- trends of applying the product in question,

- trends concerning the technological development

of the product itselfy

- trends concerning the mamufacturing of the product,

- trends concerning fashioning;

- the patent rights situation.
If needed, additional topics have to be added.
The explained analyses are to be elaborated by the department for
prospective planning of the respective association of nationally-
owned enterprises in close collaboration with scientific and
technological research institutions subordinated to the association,
and of universities, colleges, and academies as well., ILike
progpective plans, they have to be completed continously in 1line
with the latest results in research and development of both natural
sclence and technique in one's own or in other countries

respectively,
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At b) The analysis of the economic and technological

development of demand is based on the analysis of scientific

and technological progress. This holds true, especially,
with regard to the conclusions dréwn in the synthetic partj
Proceeding frbm these facts, the analysis of demand has to be
led up to an exact definition of the tasks to be tackled in

a certain period of planning., In general, such an analysis
comprises the following chépters H

a) analysis of trends of scientific and technologi-
cai progresé and requirements arising from themj

b) economic-technical and technological analyses
of products produced and of the factors
affecting the sale of products; \

c) estimation of the position of the product in
guestion on the world market and of possible
changes in the forthcoming period;

d) prognostic estimation of the amount of saleable
goods in those countries regarded to Dbe the nost
important one's for exporting these products
(or groups of products);

e) development of demand on the home market;

4] synthetic comparison of the conclusions to be
drawn from the previous chapters;
determination of the demand by quantity and

qualitys
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necessary measures and general preconditions
to meet these requirements.

It goes without saying that such a comprehensive
anslysis of demand surpasses the possibilities of one enterprise
or association., TFor ensuring a high quality, many other
institutions have to be included.

This shall be demonstrated by the follovwing sketch.
(csfe sketch 2, pagqﬁi)

It can be seen that investigation of demand will only-
be effective if all those institutions of national economy are
taking part in this procedure which are able to give definite

informations on the development of demand.

For example; The research institutions of universities

and academies are espected to explore and to prepare the

technique of tomorrow. It is their job, therefore, to support
enterprises and associations in this field. The state adminis—
tration for statistics, on the other hand , disposes of statistical
materials expressing the production and consumption of most
important goods during different periods of time . This

figures are needed for estimating trends of the consumption

of éohsumer goods especially. Furthermore, all the institu-

tions which are selling products have to be charged with
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investigating requirements and demand, since they ave in the
best position to do so because of their continuous contacts

with the different kinds of customer.

This shall be sufficient so as to outline the main
instruments for investigating requirements and demand and the
authorities to be charched with. The task to be solved now
consists in analysing the direct investigation of demand itself
more in detail. In doing so, we have to proceed from the fact
that by ne means investigation of demand represents a task to
be tackled from time to time and solved within a certain period®
On the contrary. According to the continuous process of arising
requirements and demand,the investigation must be carried through
steadily, too. For drafting the prospective or annual plans,
however, the results of such a conbinuous observance of arising

requirements and demand have to be summarized and enalysed

comprehensivelys
So far, two main forms of investigating demand

are distinguished 2
—. 4o observe continuously the development of

demand on home and foreign markets,

—— to snalyse the accumulated informations

pericdically and comprehensively.

The connection between both the forms can be

seen by the following sketech :
(c.f. sketch 3, page 15)
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Sketch 3: The system of investigating demand and market
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%.1.2.1 The continuous observance of demand and market

When speaking about observing of demand and market,
we have in mind such problems as, for instance, the utilizabion
of primery and secondary informations as %o their development,

Primary informations comprise above all:

objectives of the industrial and social development
of the country importing the products in question;

reports on fairs, iLe., the arising demand for
products exhibited their by the enterprise itgelf
or a foreign trade company;

reports on fairs, visited by nmembers of the above-
mentioned institutions analysing demand and supply
concerning the products of the respective enterprise
or association;

reporis on other kinds of exhibitions visited;or
whers products of the enterprise or branch were
digplaid;

questiloning of the customers concerning their impresg-—
ions and wishes regarding the offered products or
products to be offered in the future;

analyses of service centre in one's own or in foreign
countries.

Secondary informations include those sourceg available, above all,

for other purposes which are to be used additionally for investiga-
ting demand and market, That is to say, secondary informations
are provided by:

technical books dealing with new inventions and their
forthcoming industrial use;
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- Gechnical periodicals expressing,partly,actual needs
of certain goods or new possibilities for their
application;

= industrial production in other enfterprises and -
countries;

-~ statistical analyses as to the consumption of goods
produced by the enterprise or by the association in
question, etce

When observing demand and market by means of the sbove-
mentioned methods the main problem consists in analysing and
naking full use of the informationSand data available. That means,
they have to be analysed as well as classified in such a way being
fruitful for all the further needs as,

- Ghe exact delermination of required products;
— place and time of expected demands,etc.

Furshermore, the single tasks connected with the
comprehensive system of observing demand and market nmust be
distributed among the participating institutions in a way such
that nothing is done twice. On the other hand,all the analyssd
and classified informations have to be prepared and distributed
among the enterprises, associations, etc, in consistency with
thelr needs,

We are quite suré, this represents a very difficult
tagsk. But,and this must be emphasized again,the entire effects
of the observance of demand and market depend decisively up-on
fhese preconditions. If not, a great part of time and money
needed for it is going to be wasted.
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It hence follows,when observing the development of
demand and market is under discussion, every socialist country
will be forced to prepare a well-founaed system or method:
for these purposes. This must be done by taking into considera—
tion such important facts as, for instance: '

- the division of labour between the different
institutions engaged in observing demand or market,

- the Working-out of a comprehensive classification
system for arranging the analysed informations,

- the necessary system of distributing the collected
and analysed informations among those institutions
which are in need of them for their daily work.

Implementation of these tasks has to be done by determining. s

1) What must be doné for ensuring a highly effective
system of informations%

2) Who is charged with carrying through the tasks in
question? And another question will concern

%)  the know-how,

Concerning the qualitative contents of observing demand
and market, we will be forced to start with observing the develop-
ment of most important products or groups of products. Later on,
this system has to be extended in a way such that a high quality
of national econoimic planning as a whole can be ensured.
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5+ls2.2, The comprehensive analysis of demand and market

The comprehensive: and periodical analysis of demand
and market forms the main instrument for investigating demand.
The vollume of work to be done and the time it takes depends
mainly up-on the preparation of informations, mentioned above.
The very character of those analyses demands for implementing
the tasks by means of team—work including experts of the
various fields of specielization. That means, in other words
the working teams have to be composed of technicians, economists
and other experts as well,

The analyses themselves are to be carried through
by considering such general problenms concerning the single
objects: of the analysis (a#ertain product or groups of products
ass

le Gheir position and interekations on the markets

2. factors affecting their position and development;

5« possible trends of development, their form and
contents; etc.

That is to say, we have to start with analysing the dependence
of demand for a certain object on such factors as, for exampl®,
the tecnical and technological dévelopment in this field now

i i o Sl
under way or being expected in one's own or other nountrl~" )

d;penaence of demand on a certain level of prices, on Ycertain
level of service, etc. By this, it is also shown the connection
with the above-mentioned second point. The demand for certain

products is noy a constant one, It depends, for instance, in case of

%)
consumer goods average wages of workers or certain custons and behavicur,

TE) R Recommendatlona of Productlon Conference, Part III,
in ¢ The Egyptian Gazette, October r 20, 1965

x) on such facts as the
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For exemple,*the level of average wages surpasses a certaln
amount, the people will spend more mdney for so-called durable
goods than for foodstuffs., On the other hand, if a television
centre has been estaglished and has started with transmitting
prograusytne people will be affected to buy television sets,
etc, To estimate these newly arising demands, however, includes
tlie analysis of certain contradictions as;for example, the
contradictions between: '

- requirement and demandj
- demand and production;
~ demand and saleable products.

The first contradicbtion comprises such problems as the increasing
requirements caused by new technological inventions and the people's
possiblities to demand for these new products, that means,

financial means must be available immediately or after a certain
space of time. ‘ |

Further-more,the contradicgtion between requifﬁent
and demand must be considered by taking into account the present
and the foreseen price of the product in question, It is quite
clear that the demand for television sets, cars, etc. depends
mainly on the price. If the prices are reduced,the demand will
be an increasing onezheeting the general requirements. Theng
production has mainly to up cover that demand arising out of the
normal wear and tear. (Decisive tech-nological improvements of the
product in question are excluded)

This shows very obviously that bhere is a difference between
requirement and demand mainly affected by the fact whether
respective financial means are available or can be made available.
x)up to such & level
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In addition tq this, to meet such kinds of demand requires
productive capacities. Needless to say that these capacities
cannot be established from one day to another. Thab is‘why

it renderS'necessary to calculate very thoroughly the efficiency
of the foreseen production so as to be able to decide whether it
is more favourable so produce or to import respective goods.

In case of producing the same or similar products in different
factories, the volume of saleable goods of each factory is
determined by such facts as their quality, terms of'delivepy,
service and advertisments, etc. Thus, the share of a certain
enterprise Aipn the market depends upon its efforts to meet best
customers‘requirements9 '

lioreover, some remarks only on form and contents of
demand, If there is a demand for a cerbtain product, then it can
be estimated that the product is used to meet specific requirements.
It is now quité clear, however, whether this product meets these
requirements best,  In other words, it renders possible that the
demand for this.product will be a decreasing one if another
product appears on the market, To explain this by a very simple
exam?le, The demand for brooms is affected by the production of
vacum—-cleaners dependingyin turn, on the level of prices.

From this it appears that the analysis of demand is.
not intended to reflect only the development of certain products
but to study comprehensively all the factors affecting existing or
forthcoming demands and the problems to meet them,

_ Additionally}when considering the development of demand
we have to look at the different factors influencing either the.
demand for producer or consumer goodse The demand for producér
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goods if mainly affected by such facts as, for examples:

— the planned objectives of national economy,

~ the planned increase of living standard of population,

- the trends of science and technique,

- the requirements arising for improving technically
existing prmndnctive capacities,

-~ the planned investments, etc,

The demand for consumer goods, in turn,has to be
estimated by faking into account such factors as

- the receipts of the different strata of the population,
in general, an of the different trades and professions
andrﬁheir shéresin‘the‘popplation, in partiular,

- the number and the composition of the population,
€8s, CONCErNing age, sex, etcey

- the reached level in satisfying demand for products,

the level of prices,

- Traditional and geografic pecularities of The region
in question, etc.

ol

It is quite clear, to repeat this again, tha® such a comprehensive
estimation demands for the highest possible gquality of the analyses
under discussions This, in turn, sets a standard for those enngaged
in investigating requirements and demand.

It should be noted, as a matter'of,facﬁ;mﬁhtil qﬁite,
recently -comprehensive and thorough investigation of reguirements
and demand was underestimated in all the European socialist
countries. This holds true, especially, for the post-war period.

Nowadays, however, the basic needs are more than satisfied
and industry and population ask for a higher level of meeting



R

their requirements. This leads, as mentioned earlier,l) to
general changings as to the system of planning and managing the
national economy as a whole and the investigation of requirements
and demand, in particulare. ZFor the needs of entire national
economy and population are concerned, investigation of demand
can only be mastered successfully by using a basicly uniform
system within the different institutions collaborating in this
field in the various branches and sectorsand,to a certain extent,
in national economy as a whole.

That means, in other words, a high level of investigating demand,
without doing any work twice, can only be implemented on the
basis of social properiy relations,

After dealing with some general ideas which mast be

considered when analysing requirement and demand, we have to
study the entire procedure more in detail,

As mentioned earlier, the analysis consists,in general,
of six maln partvs. Their composition is illustrated by the
following sketch.

(cefo sketch 4, page 24 )
Let us consider now the main parts of such an analysis.

Part a forms the basis and the main link between the analysis
of scientific-technological development and the analysis of demsnd

and market. This so, because scientific and technalogical

progresg is considered to be the main basis for investigating

demand and market, To transform the main conclusions of the

sclentific and technological analysis represents, however, no
simple reflection, These conclusions have to be compteted by

1) c.f. Memo No 495 of the INP, Cairc.
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Sketch &,

.Set-up of the comprehensive analysis of demand and market
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the exper%nces of those engaged in investigating demand.
This concerns, especially, the peossible realization of
main trends of technique regarding, for example, fashioning,
technique of application, etc.

Since competition oxn world market is a very strong one,
enterprises must be fexible enough to meet a short-dated
demand at a very high technological level. This so, because
the time of delivery forms a decisive preconditior for
getting a certain order. That requires, an the other hand,
that the enterprises have already undertaken preparatory
activities according to the scientific and technological
development in this field, It bhence Tollows .nab the
investigation of demand is generally expressed ir sbtudying
and applying the latest scientific and technological knowledge
and producing aceording to ite If an enterprise offers such
products determining world-top level to be delivered in qﬁery
short time then the main obstacles for investigating demand
will be removed since the customers themselves will ask Ior.
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On the other hand,the main tasks of scientific and -
technological development and their foreseé&n implementation
laid down in the plans of research and development have to be
estimated again, This so, because investigation of demand results
in detailed figures concerning the btechnical parameter,economic
preconditions, etc, of The products to be developed newly which
are more or less unkwon when starting research worke

Furthermore, the running of research and development
haes to be analysed by taking %o account the time of demand.,
That means, technical preparations must bekinished up  Ho this time
the demand for a certain product will be arising., This affects,
in turn, all the single stages of research and deveiopment to
meke sure bhat they are finished in"time, If not, it can happen
that the finencial means spept for this special research work are
useless because of the fact that another firm cr countiry is able
to meet the requirements earlier andtﬁominate., therefore, on the
market, In such a case, 1t is chmeaper to desist from continuing
an already starled research work (if there are no possibilities
for shortening the time) according to the saying tha®t the firs®
loss is ‘the smallest one, and to concentrate all the capacities
available on such Gopics supposed to be the most effective ones.

Part b of the analysis comprises all the technological and
cconomic problemg connected with manufacturing snd selling
those products expected to be or already being exported, This

includes for example comparisons with the products of those
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countries or firms regarded as the most progressive ones in the
respective field. This has to be done by means of detailed ana-

lyses of the products in question, that means, analyses of price,
sconomic efficiency, etc. and other factors affecting sale.

Thus, when speaking about economic analysis of a
product, we have in mind such problems as;

-~ the analysis of cost, i.e., the structure of cost

in one's own country and enterprises compared with
Their possible composition,amount and development
in other factories;

the analysis of prlcesg This includes an estimation
of the prices granted by COﬁ%ult ors and, if necessary,
to advance suggestions as to albterations of the
hitherto applied price system which must be
implemented when continous export is to be achieved.

the analysis of efficiency of exports because of

the fact that it is subjected To continuous
changings., Hence, those measures conceraning quality
of products, methods of transportation, marketing,
etc. are to be developed ensuring the highest possible
economic efficiency. =

It goes without saying that these factors must be analysed as
thoroughly as possible so as to aveid any false conclusiorms and

decisions bytmf:&espebulve authorities charged with determining

foreign trade policye.

The ebove-mentioned analyses concern, above all, The products

themselvese.

In addition to this, sales methods in particalar heve

to be considered, As stressed earlier,this has to be done in
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a comparative manner, too, including such items as:

- the analysis of the service system, This comprises
the efficiency of service—eentres in foreign countries,
supply with spare parts, qualification of "service-
personnel, their participation in investigating new

requirements and demand, 8.S.0.
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- the analysis of the sales-system on the whole,that
means, the organization of sale by means of own
trade-centres, of the sale an comission, of selling
agents etc, Moreover, the analysis of terms and
especially of time of delivery granted by the different
competitors has to be included.

Other factors to be considered in this cornection
are quality and role of package, the'costifof trans-
porting, packing, storing and supplying the producis,
the amount of advertising expenditure, etc.

- the role of the trademark or manufecturer's mark.

This so, because trademarks are usually promissing

a high quality of goods, (on basis of the consumers
expefiences in using products of the firm in question,
of course). They are affecting the sale and the price
to be fetched very decisivel:-,fo LG is’neﬁessary,
therefore, to study the protection of trademarks in
the'different countries, the unequivocal determination
and differentation as against competitive products,

to register trademarks, etc.

All these above —mentioﬁed considerations are aiming at
estimating the economic position of exported products on the world
market, in generél, and in different coqntries, in particular,
compared with the products and sales-methods of the main compe%itors

so0 as to derive necessary conclusionsand alterations.
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Part ¢ and d should be elaborated in close connection with each

other, since the fubure plamning of sale can only be based on
a wall - founded estimation of the present and the forth~coning

situation on the different markets.

Proceeding from the facts analysed in part b regarding the

general position of certain important product or groups of

similap products, their role on different markets and in different

arecas has to be sstimated. That's very difficult a problem as

very often no exact informationsare available concerning the
competitors and their efforts to provide the mariket with their
products, the preparation of a similar productien in the country: in

question, etcCe

-¥% is one of the decisive advantages of the European socialis®
countries, however, to overcome this diffioulties by a sygstem of
coordinated long-term plans. In doing so, the main objectives are °
brought in line from the very beginning. In other words, this
forms the main basis for an exact investigation and, beyond that,
muitual information on the arising demand for exectly specified
oroducts. As these requirements are fixed in economic agreements, 1
the respective supplier are able to prepare themselves for such
a production and to collaborate with the consumer so at to meet

his requirements best.
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"This division of labour caussd by thé rapid progress of
technological development is steadily deepened in the socialist
countries, It hence follows, of necessity, a Steadily increasing
econonic collaboration and cooperation concerning the long-tern
development of all t-he countries concerned. For ensuring this,
permanent mixed commissions or organs have been or are bz formed

ithin the Council ~* ¥wimal FEconomic Aid, Their activity is
considered to be a decisive precondition for a highly qualified
prognostic estimation of forthcoming requirements and the
continuously more exact determination of a specified demand,

In doing so, the long -term collaboration enables enterprises
to specialize and to concentrate their preoduction and to supply
goods representing world-top-level,

Up till now, such a comprehensive system of common investi-
gation of demand has ohly been developed in the Burcpean socialist
countries. For these countries are also exporting geods- in a -’
large scale-to socialist countries in Africa and Asia we have
to look for other possibilities in order to inveshigale their
demand. These possibilities are being represented by long-term
plens.of the economic development or cther developing programs,
Since, in general, they only conbtain the main objectives and the
main tasks to be tackled, the demand has to be specified in trade
agreements between the go%ernments of the countries In question.
In our.opinion, production of investment goods, sspscially, is.

so, because technological development of these products and the
production itself demand for such high outlsys that, in the long-
run, no enterprise can afford to procduce without having a certain-
t¥ - of sale of the products produced.

At present,.the demand of capitalist countries is supposed
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to be estimated very roughly only. It should be noted, however,
that there is a certain trend to conclude long-term trade-agree-
ments between socialist and capitalist countries, too, especilly
cencerning the supply of investment goods and building up of
complete factoriess This is caused by the above-mentioned
phencnena of the development of technological progress. On the
whole, however, the prognostic estimation of demand and ivs
development in countries adopting the principle of a so-called
free market system will only be a rough idea to be precised
continuously.

Proceeding from these considerations, sales programs have
to be eleborated for the countries mainly importing the products
of one's awn country (part d of our analysis)e. These sales pro-
grams-based on products or groups of products-~are expected to
comprise, for example:

~ the significance of the product in guestion for the .
regpective country,

' — the own production and the entire demand in this

. eountry, their development,

.~ the share of different countries (factories) in wmeeting
this demand,

'~ the economic potentials of the importing country, that
means, its abilities to pay for imported goods by means
of producer or consumer goods of its own production,
raw materials etc, and their imporiance for the exporting

countrye

Furthermore, such factors are to be considered as

e

 ~ithe political and economic situation in the country
in question, '
~ its trade policy and technigue of trade,
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- other commercial conditions, i.e., conditicns of
customs, especially,
the economic efficiency of exported goods at present

and in the forkhcoming period,

price policy,
- problems of advertisement, transportation,etc.

These information are to be gathered by both the institutions
of foreign trade companies and the industry, i.e. associations
or organitations and enterprises as well,They have toc be analysed
by the departments of prospective plamning of the organitation
of factoriss and of the ministry of foreign trade which takes the
lead in shouldering the responsibility for drafting the long-term
plans of foreign trade, in general , and the sales programs
concerning the main trade partner, in particular.

These sale programs are aiming at concentrabing exports on
productvs promissing a high economic benefit for both the supplier
and consumer. It renders possible, furthermore, to encocuntexr a
further splintering of foreign trade on too many markeis,
especially, in capitalist countries.

At the same time, the sale programs are intended to develop trade
relations with those countries,above all’which are able to meet the
necessary demand for certain goods, raw materials;etcey, of the ex-
porting country,.

Part e of the mentioned analysis of demand conceruns the home market,
—_————

that means, the investigaetion of demand for producer and consumer

goods of national economy and population. As stressed earlier, the
main factors affecting demand for producer goods ares

- the prospective demand of consumer goods,
- the trends of science and technique, etc.
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Thus, the investigation of demand is closely connected e
with the long-term planning of national economy as a whole.
Its main objectives, in turn, are gathered from the foreseen
socio-economic development of the country in question. That's very
easy to say but very complicate to carry out., In the GDR, for
instance, 30,000 economists, engineers, and other specialists
from the different managerial levels of national economy were
engaged in preparing the orien?ation ~data for our next long-
term plan. This so, because in such apireparatory stage,demand and
praduction,in generaly as well as internal interlacing of the singlsg
sectors of national economy and branches,in particular have to be
studied comprehensively,

To start with, the general procedure is a very simple ope.
We have to proceed from the objectives and the demeand arising
out of them 3

The general objectives concerning which give rise to a

certain demand for producer goods én the home market, we have 0

consider the following items, for instances

I) establishing of new factories,
2) expanding of existing enbterprises,
3) increasing of labour productivity in existdng enterprises,

At I) When establishing new enterprises the projects are prepared
some years or months in advance, i.e., before starting thelr :
materialization. These projects conbain all the necessany equip-
ment needelto run the factory in question. For the authority :
charged with implementing this project will be forced to conclude
contrants concerning the supply with these equipments, the producer
gets detailed information about arising demand. 5
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The problem, however, consists very often in a delay of projecting
work over against the foreseen fixed date effecting seriously

the necessary technological preparation of required machines and
their production. Hence, we are intending to solve the problems

in such a way that after having fixed the general parameter of

the necessary equipment, the supplying eaterprise shall get the
order-by means of a contract- to start preparing these plants
technologically.

Another method applied more and more in all the industrialized
countries consists in producing machines and equipments according ..
te the unit composed system. This enebles us to meet short-dated
demand in time. In such a case the necessary machines are not
constructed newly but composed only out of available components
in line with a specific demand.

At 2)When existing factories are to be expanded, the above -
mentioned.phenomena will occur likewise., They have to be solved,
therefore, in the same manner.

At 3) The planning of demand for equipments needed so as to
increase labour productivity in existing enterprises is supposed
to be the waekest point in investigating requirementss This so,
because the demand depends on such factors as ,8.Z.:

- short-dated changings of requirements of the customers
or the population asking for a certain kind ¢f good
which cannot be produced by the available machines;

- %teehnological inventions effecting products or
production process which can only be made effective
by means' of a few additional machines, accesscries

or adwvices.
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- innovation sug%stionSOf workers - aiming at facilitae
ting producfion or materials handing, increasing
productivity, decreasing cost,etc.

It is very obvious that these demands cannot be forsseen
and planned in all details, Industrial enterprises will be forced,
therefore, to study the technological development concerning
their preducts and to use statistical calculations sc as to get
an impression of how the demand will pessibly lcoﬁﬁﬁain any case,
close confiacts should be established between supplier and consumar :
for enabling both to debermine and o meet newly arising requir-
ments in time,

The investigation of demand for consumer gocce in the home
market represents one of the difficult preoblems. This sd, because
the demand of population for different kings of consumer goodsg
especielly durable ones, cannot be predicted in detail, Besides

those factors, already mentioned, as

~-receipts of different strata of population,

nunver and age of population, etc.

some other factors must be considered., These are, for .examples

= the infiuence of fashion,

- the role of novelties or fancy goods,

= the results of technological development,
- natural conditions,

customs and behaviour, etc.,

These factors, however, are influencing requirements and
demand . very decisively. If production shall be in comsistency with
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demand, we shall have to look for additional pessibildities enabling
us to meetirequitements comprehensively. That's very important for -
satisfying the wishes of population, on the one hand, and, last

not .Least, avoiding production of goods unable to be scld and ,
therefore, economic lossesson the other,

What can be done so as toc solve these tasks?

We are intending to come to grips with them by using three
nethods.

{4-!-

Flrstbly, & so-called analytical method is appl

e

ef, i% comprises
the following stages, for example:

- to study demand for ceritain goods and its development
in preceding years

- %o analyse the main factors affecting demand, in detail,

- 0 look for predictable changings within the facbtors,

- 50 estimape the development of fashion in other contries
and its influence on onefs own country,

Secondly, we are trying more and more -~ to influence the
buyeﬁ% intention to byy. That, however, isn't done in such a way
80 as to bring about requirements which are not actual cnese. Thatb
e for the sale
(In the
Buropean sccialist countries, for instance, adveriisement for cigar-
ettes atc, is forbidden}On the contrary., This influence aims at
making the people acquainted with new goods or performances meebing
genuine requirements arising at present or in future. In doing so,
the following methads are used, for examples

means, in other words, one is not allowed to advertis

(&)
of goods which benefits only. the enterprise in question, |
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~ offer of new products facilitabting the work in ..
households or ensuring a more comfortabls way of . .
life,

- influence the consumer's tast by means of practical
demonstrations and advertisements,

- close collaboration between productive enterprises :
and fa=hion-creating institutions,

-organization of fairs and fashion displays, etc.

o

Thus, the second method proceeds from the effects .of g
thorompgh information on those products expected to be or already
produceds

Thirdly, a last group of methods is applied ¢ as %o be
informed on the buyers reawtion to the offers of industry and
enterprlses. This is necessary for guantifying the demend for
a certain kind of product as a basis for long-term and short-
term production planning ad well, This can be done as Zollowss

-~ ¢lose collaboration between industrial snbterprises
or associations of industrial eanterprises and
wholesale and retail trade organizaltions,

- establishing of retail trade shops run by.cr under

the supervision ¢f productive enterprises,
- representative interviews of customers.

Although, as a matter of fact, investigation of demand for
consumer goods must be impereved steadiiy, the economic effects
have to be considered simultaneously. That means, there must be
certain proportions between econcmic and cother effects arising
out of possibly rough esgtimations only and resulting in &
possible excess or shortage in the offered producks. In general,
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we have to. determine such an optimum vproduction avaeiding economic
losses without shortening a necessary and p0551b1e supply with
goods asked for.

Beyond that and above all, planning must be flexibla
enough to be adapted to newly r drising demands. This, = system
of planning applied in tevhile industry (clothing,for example)
should not proceed from the single goeds to be produced., Rather
such groups of products should rather be used for plamming
sufficient enough to balance demand for and supply with material,
necessary capacity and capacity available, etc., We are able to
do so since the production procsss for producing a coat, for
example, is not affected generally by a fashion dominating in
a certain space of time, This goes for a let of sther consumer
goods, tooybecause of their short and flexibla production
process. The so-called durable goods cecncerning as helevision
sets, refrigerators, etc., demand depends, by and large, on the
amount of ingome and sayings., Demand can be estimated, thesrafors,
on the basis of the development of income and sawvings by cops
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sidering the level of supply which has been reached up 4ill now,

Part £ of the analysis is expected to surmarime the main
conclusions of the preceding parts. L5 proceeds from the planned
scientific and technological development of and the demand for +
the products in question on foreien snd home markets. The Ademand
has finally to be quantified By taking into account the effects
of all the mentioned factors (level of price, guality of vroducts,
terms of delivery, etc.) being affective either similary or
diametrically opposed, That means, we have to balance the effects
of each factor increasing or decreasing demand in a certain
space of time. Since there are various interrelations, they are
o be estimated by means of caleulations of variants.




The calculated demand has tc be compared with the foreseen
development of these products expressed in orientation-data of
the prospective plan which,in turn, is based on a proportional .
development of the single sectors of national economy by conse.
sidering its interlacing. As far as deviations occur, that means,
the newly investigategvggdhigher or lower than +the first estima=-
tions, the effects on the whole national economy have to be
calculated again so as to aviod

- an excess production of unsalable goods,
- a shortage of products for meeting demand,
The intended general equilibrium cof demand and supply effects,
therefore, such plans as:

-~ investment plan,

manpower plan,
plan for material édemand and supply, .
- demand for cther.means of production, eltc.

i

It goes without saying that the different variants must be
caleculated very thouroughly. It can only be done in time, however,
by using data=processing machines for carrying ocut the various
calculations. '

This stresses again the role and imporftance of aturiform
system and proceduare of national economic planning in socialist
countries being the main bagis for mechanizing planning asctivities.

Although it represents & main part, investigation of demand
and market alone cannot be sufficient so as to elsborate a ¢
scientifically-based production plan. To meet existing or forthe-
coning demand, depends, further more, on such factcrs as, for
example:
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- capacity and manpower being or possibly to be made
available,"
- material available or to be provided, etc.

Capacity represents a very important factor since it can-
not be changed, in principle, from one day to another. That
means; capacity of an enterprise, for instance, is our potentiel
to produce a certain ¥ind of product. This potential must be
used as effective &s po8sidle not only to meet requirements of
products but also to produce at low cost. This so, because the
amount of prime cost per unit of product and the part out of it
for finacially replacing the used machines is mainly determined
by the utilization of funds available.

It is necessary, therefore, to analyse the problems of
capacity and its utilization in connec¢tion with production
ﬁ%nning more in detail., This, however, is expected to be the
contents of another memorandum.
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