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Preface

It is the author's intention to give by the following memos,
published in series, a certain outline upon the most inportant and theece

ratical questions of industrial planning.

Industrial planning itself as an ingredient of national economic
planning, as the ingredient, I would like to say, cannot be dealt without

considering some principles of national economic planning as a whole.

Thus, the first number of the projected row of memos is dealing
with some general or basic ideas concerning industrial planning and its

position within the system of national economic planning.

Particular attention has been paid, for these reasons, to the
problem of proportions ruling within an economy. These proportions are
objective ones, and - at least latently = ruling in every national economy,
no matter what special order of society . The difference , however, which
must be stated, is the fact that according to existing property relations
these proportions are coming to the fore either spontaneously = in case of
cepitalist mode of production- or due to plans = in case of socialist rela=

tions of production,

This feature cannot be changed by the fact that all over the
capitalist world efforts are being made so as to establish a certain systenm

of national economic planninge

Neither the French system of planification, nor that of the Nether-
lands, of Great Britain, or whatssoever the system may be, is able fully
to realize the necessary and national economic proportions, necessary sSo as

to make social reproduction process go smoothe.

o il
National economic planning must be &’ comprehensive system of
planning comprising planning of productive units, of branches etc., and
including =211 the single steps of planning {rom bottom Lo Lop and the wiher
way round as well. Such a comprehensive system, however, can only be

materialized under uniform and social property relationse.
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Usually, it cannot be the right of a state to give orders to an
enterprise not being in direct pnesession of the state concerned . The A
private owner, of course, can be asked , for instance, for acting up fto
the recommendations of the state — as it is being practiced in the French
system of planification = but never caﬁ#%e forced to observe these advices

like direct orders.

On the other hand, no private enterprise can be compelled %o
publish reliable figures concerning its input and output , concerning tech-
nical research, etc. But these figures — a.0., of course, not io be men=
tioned in this foreuword = are the most important preconditions for deter-

mining further economic development.

No private owner can be induced to produce goods prescripted by
a state planning authority. Never can he be forced to invest according to
state directives. A private owner is accustomed to relying on his own in-
vestigations and experiences, But - and that is the point in question =
a private producer is oﬁly able ta formaan estimate of the scomvmic sitnatiin
from his oon and limitess stand-point; never from the point of view of na=

~<

tional economic requirements, -

This national economic situation can only be estimated by a cent-
ral planning authority having an entire survey upon the economy as a whole.
But under capitalist relations of production even a central planning autho-
rity would not be able at all to estimate this situation in the right way
and to give proceeding from that reliable directives concerning investment
and production, because of the'mentioned lacking of reliable figures on input,

output , etc. of the single entarpiises, branches, a.S.0.

There is no doubt, the new applied systems of planning in capita=
list countries @»¢ marked by some vantages compared with former times, when
the whole national economy had been run spontaneously and production happened
anarchically. Nowadays, the established planniﬁg centres by and large are
able roughly to observe happening violations of propertions. They cang

therefore, function,as a kind of warning service, and can proceeding
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from their analysis give certain recommendations; they are able to utter
certain desires of the concerned country's government.: But they are not
able to run the national economy in such a way that the economic develop=
ment could be going without any ups and downss It is, so to say , a cont~

rol "following at a trot" and not a real planning in our sense of the word.

Thus, when speahing about real planning of economic proportions
we always bear in mind a national economy marked by homogeneous social pro-
perty relations, at least signed by a strong and determining public sector
within production and circulation as well, being = for repeating this = one

of the most important preconditions for planning at all.
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0. Intreduction:

Planning of national economy requires scientifically-based foresight.
Economic plans can only be é¥pected to represent effsctive implements
for realizing economic aims, if these plans are draiied by taking into
consideration the economic laws which are commonly determining economic

development.

Therefore, the knowledge of these econcmic laws is one of the

most important preconditions for planning .

Simultzneously, a sciehtifically=based investigation of tech~-
nicak questiens is urgently required by economic planning. This so,
because only dn this strength the development of productive forces can
be-planned in the right way. That means, in connection with el¥abora=-

ting economic plans the knowledge of natural science has to be considered.

Therefore, such a difficult task, as represented by planned :
management of many thousands of enterprises and organs, the ceoordination
of the work of all the single elements of economy, can only be solved by

using a scientifically-based organization of planning,

Planning of a national economy means, to lead national economy
in such a way and to coordinate the development ¢f the single branches and
spheres of national economy in‘such a way that the proportions, necessary
for a frictionless running off of the social reproducticn process, are
ensured. Furthgﬁare, manpower, physical and financial means for solving
all the tasks set must be distributed in such a way that the most economi=

cal use of social labour is guaranteed.

By Prof. Fedorowitz, Warsaw, planning is, therefore, defined as

follows:

Planning is the activity, aiming at :



And he continues

In

n

a

a)

b)

c)

iEs

establishing targets (aims) of economic character with the inten-

tion to implement them by coordinated economic and social actions,

establishing or choosing means, necessary for the fulfillment of

established targets,

adjustment of targets and means in oreder to maximize the imple-

mentation of targets at a given level of disposible means",

2)

«+s planning does not include passive forecasting, deprived of any in-

tension of the direct management of the economic life... planning
cannot be considered a mere collection of different methods of
establishing economic aims, of choosing means, and of their mutual
adjustment; planning is an organisational activity, too, establi-
shing links between different economic units, coordinating their
economic decisions, and subordinating their activity to the achie-
vement of general national targets. Therqfore, the problems of eco-
nomic planning and of management (economic administration) in a
socialist economy are very strictly bound to each other in this
meaning, that every pattern of the planning system is compatible

with only one precise pattern of the management system and inver~

!’§ely“;

i5
way the same) ppinted out by Prof._WatkinB), when saying that the tasks

of the British planning authority, of the National Economic Development Coun=-

cil

(NEDC), are represented by the following:

n
the NEDC has to choose sensible, feasible targets, poit to the advan%ages

to be obtained from the attainment of these targets and suggest that many

of the problems faced by the economy are avoidable through planning,

to indicate what the obstacles to growth are,

the NEDC has to offer from within itself and organizational framework

through which some, if not all, of the major obstacles to growth can be

removed,

it must take the initiative in respect of alternative ideas as to how

the high rate of growth required is to be attained.
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But, as you see, only in a way the.same is pointed out. Planning cannot
be equal to planning. The character of planning, and that what we call -
real economic: planning, depends to a high degree on the sccio-economic
structure of economy and socieﬁy . Prof;‘ Wétkin is onlyrtalking about
the aims of targets, which shbuld be set by the pla@hing authoritj. We
however, are always and everywhere émphésizing that flanning cannot be
considered a mere collection of different method$ of establishing ainms,

of choosing means, and of their mutual adjustmehtfm Pianning dees not end
in indicating the obstacles of growth, if foéfing ideas as tc how major
obstacles can be removed and‘as to how a high rate of growth can be ob-
tained. Planning is, and I would like to stress this once again, an orga=-
nizational activity, too, establishing links between different economic
units, ccordinating their economic decisions, and subordinating their

activity t¢ the achievemnt of general economic: and national targets.

Mere in right, therefore, and somewhat searew'tm truth is Gunnar
5 . ' R o
Myrdal, a Swedlsﬂpconomlst, when saying: )
"A main purpcse of every national development plan iz te¢ proclainm a
desicion to increase the total amount of 1nvésﬁment aimed at raising -
the productive powers of the country, and to define the means by

which this can bhe done,

The plan must determine this overall amount and must, in addition,
determine the proporticns of:the capital to be allocated in different
directions : to increasing'dverail faeiliﬁiés in transport and power
preductions to constructing new plants and acquiring the machinery for
heavy industries, and for light industries of various types; to raising
the level of productivity in agriCulture by 1cngmt§% investment in ir-
rigation schemes, and short-term investment in tocls, machinery and fer-
tilizers; to improving the level of health, eduﬁatxop and training of

the working people, and so on. "o

And Myrdal goes on, making the important statement q)

" To be practical and effective , the plan must not only be a general
scheme, but must have this adequately whorked out in detail directives
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by careful planning of different sectors. And it must give inst-
ructions for the specific inducements and controls by which the

realization of those directives becomes effected.®

What Myrdal wants to express is that planning must be a comprehensive
one, that it must be a general and detailed one simultaneously,
and that it must be connected with control, But, and that is the
crucial point, this character of national economic planning can

only be realized under certain socio-economic circumstances, which

'{‘are again, determined by ruling ownership-relations.

At length, there can be observed the dollowing property -

relations:

1. the public sector

2. the sector of co=bdperatives

%, the private sector, consisting of:
31. the capitalist sector
D

oo the sector of simple commodity production, i.e., small farmers,
handicrafts, etc,

This structure is nearly the same in all the countries having reached a cer-

tain level of industrial development ., The differences are only consisting

in different balances of power between the single and mentioned strata.

For a planned economy the public sector is the most important one.
Economic planning is not an end in itself, National economic planning rep=
resents a method for managing and directing national economy in addordance
with national economic demands. Resulting from this, national economic
planning renders necessary central planning authorities being entitled to
give instructions and orders to subordinated organs and even to enterprises.
This, however, is only possible in relation to nationalized enterprises.
Over against private sector there are some certain limitations. They can
be bound to a system of national economic planning, but not in a direct
way, since private owners want to organize production process at own dis-
cretions. They usually want to determine kind, quantity and gquality of
oroduction according to their own investigations of demand. State authori~

ties are not allowed to set tasks to them. -That's from a superficial peint



of view. Meticulously, we have to say, the possiﬁility of planniﬁg results
from the ruling economic laws, which are objective laws, acting outside and
independent from human being's will., These economic laws, however, are de=
termined by ownership-relations. And according to different ownership-rela-

tions within different orders of society different economic laws are acting.

Within the capitalist order of society private ownership relations
are being prevalent marked by the existence of heterogenious enterprises
being more or less isolated from each other, and producing, therefore, more
or less 1solated1y from each other. The mctor of develoPment o in such a
case, can only be represented by the profit each enterprise is able to rea-
lize. And, thus, the production is being regulated by the law of value.
That means, the regulation of cepitalist production happens automatically
and on the market, and, therefore, subsequently. Since that regulation can-
not happen within production, but only subsequently on market, capitalist®
production is marked by a steadily disproportional development, what is

equal to waste of time, waste of material, or waste of social labour in

general,

There is a certain contradiction in capitalism. That is the contra=_ _
diction between planning and organization of production within enterprises,
on the one hand, and regulation of national economy on the other., The capi-
talist factory represents a very high stage of organization . The setting-
into—operation of this complicated mechanism of production is carried through
according te¢ an uniform plan of organization, and each worker is forced to
comply with this plan, But the organization ends at the gate of the factory.
Outside and in the social scale there is no really planful organization;6)

cannot be, because of the secret all enterprises are surrounded withe

A socialist economy, however, can in a way be compared with one large=
scale enterprise, consisting of a great number of separate and productive de-
partments and forming, therefore, an integral Qrganism. Because of this new
economic laws are coming into being. Among others.the law of planned, pro-
portional development. Of course, also capitalist economy requires proper-
tional development. But-—and that is the great difference = under capitalist

x
conditions of production these proportions are , on the one hand, existing
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(objectively existing), but their observance cannot be observed, and, there-
fore, steady violations of a proportional development are the rule, on the

other hande.

What is the main content of the law of planned and proportional
development ? - First of all , it is a matter of fact that the friction-
less functioning of any economy requires definite relationships between all
the different branches and spheres, forming the maechanism of a national eco-
nomy, In a socialist economy now, and conditioned by uniform ownership-rela-
tions,these necessary relationships can and must be established in a planned
way. There is no question, whether there are still existing other than so-
cialist ownership-relations or not. The character of an economy is determined

by the ruling property relations,.

Realizing the objectively given possibility and necessity of plan-
ning, the socialist state can be considered a "tall-manager® who is managing
a huge enterprise, comprising the national economy as a whole and consisting

of all the single producing and distributing (trading) enterprises.

The main fact, however, is that the law of planned, proportional
development really is an objective lawj that means,.the proportions of natio=-
nal sconomic development cannot be established arbitrarily or according to
someone's wishes, desires, or discretions, buit are governed by necessary
-requirements, the negligéﬁéélofﬂwhich inevitably leads to disorganizing social

reproduction process,

When talking about social reproduction process, we have in mind
not only the process of mere production, but the economic process by which
all the necessities are being shap¥ed so as to repeat production , either at
the same level (sustaining reproduction; a merely theoretical constructiong
not possible to be realized) or at a higher level (expanding reproduction).
Thus, we see, not only physical proportions between the separate branches or
spheres of physical production have to be considered , i.e., investigated
and contemplated as well, but also other proportions concerning, for instance,
the value composition of gross national. production, the distribution of na-

tional income, i.e., the share of accumulation and consumption, or, for
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instance, the proportion between wage rates and the level of labour

productivity, and so on.

Summarizing, we san state: socialist society cannot disregard
the real position of the national economy and the existing resources
and cannot change " by a wave of the hand" the relationships between
production and consumption, and between accumulation and consumption.
It goes without saying that it is completely impossible to realize the
best intensions to increase sharply the volume of consumption omitting,
however, to arrange in good time for a corresponding increase in produc-
tion., Undoubtedly, as a result the existing stocks of commodities would
rapidly be exhausted. The same would happen if the relationship between
consumption and accumulation of.resources earmarked for the expansion of
production would arbitrarily = be changed. A reducticn in the share of
accumulation will, for instance, inevitably slow down eccnomic develop-
ment and subsequently bring it to a halt, leading te a rapid consumption
of fixed capital and to the disorganization and decline of the whole eco=
nomic life. An excessive increase in the rate of accumulation, on the -’
other hand, may weaken the material incentive of those engaged in produc#’
tion and ultimately affect the rate of growth-of labour productivity. UNor
can one disturb with impunity the proportions between wage rates and the
level of labour productivity, between the monetary receipts ef the popula-

tion and the available fund of commodities, and so on.

In addition to these proportions, mentioned above, many other
branches of production and distribution as well are existing which cannot
function without taking into consideration certain propoertions. Thus, for
instance, balance must be observed between the basic branches of national
economy, such as industry, agricultural, and trasport. Incalculable dif-
ficulties threaten if any of them falls behind. Definite relationships
are required in the development of the heavy and light Zndustry, between
extractive and manufacturing industries. During a certain stage of econo=
mic develcpment a faster rate of development of heavy industry ensures the
advance of all branches of economy. Similarly, the raw-material and power
industries have to be expanded faster than the manufacturing industiries; so -
as to change the necessary reserves for the advance of the whole national

economyjtoo.
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In this connection a theoretical problem is arising . At first,
we have to know that besides all these mentioned branches anﬁ'spheres every
nationzl economy must be subdivided into two main branches, or = hetter

said-into three main branches:

le investment goods
2., intermediate goods

3, consumer goods

Commonly, the first of them are termed producer goods industry. Thus, we

have to subdivide our national economy into:

1, producer goods industry and

2, consumer goods indusiry.

The first group, again, is called sector I or A, the second group sector
I or Bo This is the basic subdivision of every national economy. Sector
k.

I or A must be further subdivided into

Il or Aa = producer goods for producing producer geods and

12 or Ab =

It has been a rule, now, or even an axiom that the development of sector

producer goods for producing consumer goods.

I, and within sector I segtor Il again, nust be a_faster one hthan that of
sector II, or concerning sector I the development of sector I1 must be
faster than thgat of sector 12. In other words, the development of produc-—
tion of producer goods must be pushed ahead more quickly than the develcp-
ment of consumer goods industfy; and within the production of producer
goods the development of producer go;ds for producing producer goeds must
be brought forward more quickly than the production of producer goods for
producing consumer goods. That means, the following mathematically expres-

sed conditions must be observed:
Gr = (A Il > 12) > all

In words, the rate of growth (Gr) of Il mﬁsf be bigger than that of I2
and the rate of growth of both of them together must be bigger than that

of IIo



Now a discussion is coming into being concerning even this pro-
portion, Up to now all the socialist economists have believed that there
must be a prior rank development of the section producing means of pro-
duction always and everywhere, Now-a—days, however, some of them are
trying to prove that the relation within the proportion of sector I and
between sector I and sector II are changing or have to be changed accor-
ding to the reached level of industrial and, therewith, national economic

development,

In othér words, they are meaning that the prior rank development
of sector I, or sector I1 respectively, is only a necessary one during the
first stages of industrial development. Later oi, however, the development
of consumer goods industry will be proceeding; ox, to use their own words,
the production of consumer goods will be the determining production within
the duality of social production. These economists are going to make their
aésertion good by economic investigations concerning the national economy
of the United States and other leading capitalist countries., They have
found, for instance, that that prior rank developuent of secter I held true-
for the USA- up to 1920, Since that time consumer goods production is going'—
more quickly than the production of producer goods. Similar results are
at hand regarding the proportional development of Great Britain's industry

)

snd s0 One

=

What is to say to this problem ? < First of all, concerning dsve-
loping countries there is, at least in my opiaion, no doubit that the prior
rank development of sector I must still be stressed; since,vegarding those
countr1e§’1“dustr1a11Zdtlon is still representing ths main task. Only by
e strong and - above all - comprehensive industrializaticn the just even
now reached political and economic independence can be ensured or streng-

tnened respectively.

Even for the most of the socialist countries, being in a way deve=-
loping countries, too, prior renk development of secta r I, and within sector

I of the section of Ilg must be cqnsidered necessary. "~
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~ Generally, I think, we have to proceed from the following con-
sideration.

We do not intend, of course, to produce means of production be-
cause of the means of production. They have, and that is understood, no
end in thesmselves. We produce means of production so as to produce by
means of them consumer goods. That is the one problem. Another problem
is that we are going to replace more and more living labour by dead labour.
That means, we intend to iﬁprova people's standard of living by an ever
growing scale of commodities - and that qua;itatively as well as quantita=-
tively~ and by shortening the working-time per day as well as in general,
L¢Cen DY reduciﬁg the age of pensioning, It becomes evident without any
difficulties that these two facts are diametrically opposed. If we intend
to save living labour (or working-time, in general), but simultaneously
we wish to increase the available number of goods, we are forced to set
nore and more fixed capital into operation, And not fixed capital anyhow,
but we are forced (step by step, of course) to replace out-dated techniques

by most modern machines.

And now, we are faced with a two-sided probilem.
1- when replacing living labour by dead labour, the share of net
' product (value added or new value or national income) in gross

national product is a relatively decreasing one. In our opinion,
only living labour is able to produce additional values. By
dead labour (machines, buildings, etc.) only already existing
values can be transferred to the newly produced goods. 0f course,
the mentioned decrease is only a relative one, for it is compen-—
sated by the growing quantity of produced national income. But
this is a question of distribution; at least, it is closely
connected with distribution. = But that holds true, for being
able to compensate the relative decrease of nationzl income,y the
increase in production, made possible by using modern technigues,
has to reach a considerable and calculable level . That means,

when investing and applying new technique, we are forced to
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calculate very meticulously the economic efficiency of our
jnvestment, even under the point of view of compensating the
decrease in national income; and not only of compensating,
but also under the point of view of surpassing this decrease.
The national income, now, can roughly be subdivided into fund
of accumulation and fund of consumption. These are the two
main ingredients of national income. It goes without saying
that the fund of accumulation, which serves so as %o expand
production, can only be increasing, when the above mentioned
condition is fulfilled.. -But the fund of accumulation must be
an increasing one so as to satisfy enterprises' requirements
for financial investment means. = But ensufing of financial
means is only one side of the problem j; and we are touchning

the second side.

These financial means, available for investing, have to be

physically covered; that means, the necessary and most modern
wg dctoriding W ithe TEImITEIIent S

must be pro& e -
machinesvor the proportional development of national economy,

and resulting from the above mentioned conditions of saving
living labour along with a simultaneously increasing produc-
tion. = Thus, we have to state that the production of means
of production, even considere@énly under that point of view,
must be a steadily and &uantitatively as well as gualitatively
increasing one.

But this problem is further touched by the problem of moral
wear and tear. As commonly knwon the proceSs of moral wear
and tear depends to a high degree on the rapidity of techni-
cal progress. Technical progress, however, is proceeding the
more quickly, the higher the level of industrialization, for-
cing us to replace out-dated equipments long before their

physical using up. This fact, again, is caused by two thingss
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l= by the fact mentioned above and concerning the rapid
increase of gross national production and especially
the increase in national income so as to meet interior
national economic requirements; and

2= by the economic competition existing between the socialist

and the capitalist camp.

of course, these two points are g¢losely connected to each other,
since the internal economic situation of a country ig influencing
the position of that country on world market and in the world at ¢
-ally, and, vice versa, the internal economic and generally public
situation of couniry is highly being influenced by that mentioned

positione

roceeding form these considerations we should come to the conclusion that
there is a certain trend to priority regarding the productibn of means of
production and there; again,regarding the production of means of production
used for preducing means of production., But hitherto this trend has been
considered an axiomes In the view of socialist economists it has been
completely impossible to vivlate this trend of priority or even to neglect
ite This opinion, however, is a dogmatic one and not to be supported any
longer, I would mean, in a way, to produce means of production because of
the means of production; and that cannot be the aim of any socialist economye..
de do not preduce because of production, but we produce because of satisfying
social and individual requirements as well.s And for realizing this intenéion
vwe have to look at and for the optimum proportions necessary to attain this
high aim, These proportion, on the other hand, are changing once - his~
torically and nationally conditioned -~ and our national eccnomic planning
might not be, therefore, a wigid system, led by dogmatic axioms, but a
flexible one corresponding at any moment of time to these special condi-

tions,
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Therefore, I would like to say concludinglys:
condifioned by technical progress, by the intention to save living labour,
and by the necessity to increase market pfoduction more and more, by the
purpose, finally, to raise people's standard of life, a lawful trend
can be perceived regarding a prior rank development of sector I. This
prior rank development, however, cannot be a rigid one, Certain chan-

gings are conditioned Dby:

l. historical factors; j.e., we have to make differences bet-
ween the first and the further stages of industrial and na-
tional economic development;

2¢ by proportions resultipg from plan tasks, where by under
socialist conditions of production, production is being
determined so as to satisfy individual and social require-
ments of an ever geowing consumption; i.e., sector I has to
be developed according to optimum proportions ensuring, in
such a way, the fulfilment of the above mentioned task;

3o by the development of international division of labour; the
more developed the system of international divigion of labour
the closer the international economic relations, and the bigger,
therefore, the possibility of national specialization; the
comprehensive, and organic economic development happens then
on a wider scale, or, in other words, the separate national

economies are compensating each other,
Summarizing the theoretical side of the problem of proportions the following
classification can be made:
There are by and large two big roups,

1l-- proportions between sp3;rate branchg;_and spheres

These proportions are resulting from division of labour existing within
the system of every national econamy. They are resulting, therefore,

from the division into single branches and spheres, from the position
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of the separate branches and spheres, from their tasks within the national

economy, and

from their relations to each other, or, in other words,

their interdependent relations.' The productive dependence’ of the separate

branches, spheres and enterprises rendérs necessary a strong coordinatior

of their development.

Benerally speaking, there must be coordinated the development of

cogéct’proportions betweens:

=Y

Ce

de

industry and industry;

That means, for ‘instance, beftween sector I and sector II,
between heavy and light, extractive and manufactering in-
dustries, or between metal producing and metal processing
industry, between engineering industry and all those branches

making machines, 2.S«0e

industry and agriculture

so, for instance, between production of agricuitural,good;

and all those industrial branches and enterprises working up
agricultural raw materialsy on the other hand, there must

be a proportional development between agricultural ddnta?arw%t ank

production; of “5”‘_"‘“""“ nsans Ve N oKl

production and tranSporjj and between

production and foreign trades

no country can be developed isolatedly; more or less all the
countries depend on foreign irade; and this dependence will
become stronger more and more as a result of the ever growing

international divisjon of labours,

e

That, in brief, to the first group. The second big group is being formed

by the main proportions concerning the reproduction process as a wholes
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that means, proportions necessary so as to ensure not only the mere process

of current production, but so as to ensure the reiteration or permanent v
repeat of production process, This reproductionprocess has always to

restore - or is expected to restore - the physical conditions as well as

the socio-economic conditions of production. And, therefroe, this group

of necessary proportions is comprising a rather large scale and touching

all spheres of production, distribution, circulation, and consumption,
Let us start with dealing with the proportions concerning

Formation and distribution g; sogial‘ﬁqus

When planning social funds the following

substantial proportions must be taken into considerabtion:

1- The proportion between used fixed capital

and net product or national income

By that proportion the relation between needed dead labour

and living labour is expressed.

Conditioned by industrial development and especially conditioned =
by technical progress this relation will be changing more and

more on behalf of dead labour. It is labour productivity which
makes this fact true., Modern technique will be introduced into
production process more and more., Thus, dead labour. or embodied
labour (as machines., etc.) ﬁill‘be an increasing ome, while liviag
labour ( number of workers, working-time per worker as well as

totally) simultaneously will be decreasing,

By that, the dis?ribution of the produced gross national
product will be influenced, According %o our opinion that only
living labour is able to produce new value and that new value
is the only content of net product or national income, the «
dropping tendency of living labour leads to a relatively decrea-
sing national income, This decreasing tendency must be compen—
sated by an absqlute—increase of national income camsed by in- E

creasing production, i,e., camsed by an increasing output of goods.
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Thus, that proportion can be formulated:

AC D

A GNP > AN

In the GDR's national economyy for.instance; the development of

7
this proportion has been aS'follows:ﬁ)

Gross iper e Rk og gETOR ‘
Natfonal Pradict Net Product Compensation Fund
: ¥ T

Mrd. | 1950 ={ Mrd, |1950= | Share | Mrd. | 1950 =| Share
Year s in in

MDN 00| Moy | 00 | dn | uDN 00 | o
1950 | 5049 100 | 30.3 | 100 | 59.7 | 20.6 100 | 40.3
1953 | 77.9 | 153 | 4k | 146-| 57.0 | 33.5 | 162 | 43.0
1956 | 9.2 | 289 | Sk.7 | 180 | 56.8 | 41.5 201 | 43.2
1959 |128.0 | 252 |70k | 233 | 55.0 |'57.6 | 209 | 45.0
1962 | 147.0 289 | 77.6 | 255 |-52.8 | 6944 338 | 47.2
1963 | 1516 | .297 79.7 | 262 | 52,0 | 71.9 48 | 48.0

As it can be oberved, the GDR's national income, net product, ine=
creased in befiween 1950 and 1963 by 162%. Relatively, howeven it
decreased by nearly 13% within the same time, Diametrically oppo-

sed has been Hhe development of the compensation fund. Absolutely,
it increased by 248% aid relatively by about 19%. 8) The above men=
tloned condition

is, therafora,

timazg)

in

1953
1956
1939
1962
1963

aCD AGNP 2 AN

obzerved in the GDR's economy at every moment of

=D e | e b
=101 > 89 > ‘80
2179 > ‘1> 133
=238 > 189 "> 155
= 248 D 19‘?"?
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or, related to the period respectively mentioned before:

1956 over that in 1953 = 23.8 » 23.4 2 23
1959 " mow 1956 = 39 > 33 > 29
1962 L1 R IR, | S )
1963 MEW 1962 = T SIRe TS yoian

When transforming these relationships on a common basis, it can be made
discernible that they are no rigid ones, but that they are changing

according to the efficiency of invested means of production.

Pransforming 4 C alway ot 14 we will receive, according to our

example, meptioned above, the following relationshipss

1956 over that in 1953 = 1 : 0,98 : 0,96
1959 ® t . 1986 = 1 : 0,88 t 0.7
1962 " N AgRaT sl 5 0466 "t TE0RT
1963 " e ohesega s 11 310466 5 TDI55

It is interesting, in this case, to look at the development of
the relationship between 4 C and 4 GNP. Pointed eut in words, it must
be stated that the efficiency of fixed capital is a relatively decreasinges—
one; that means, the rate of fixed capital (or fixed assetslo)),_showing
how many goods can be produced by ysing fixed capital of one currency unit,
or how many fixed capital is needed so as to produce goods of one currency
unit, is a relatively decreasing one., We have steadily to spend more
fixed capital for producing one unit of goods. That is the coumon trend
in all national economies and can, for instance, in a way be proved by
the following figures concerning the dependence between costs of research

11)

work and new investment in the United States' industry -
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R

| v | e Balsten betrues
Investmens Research work e Réaearch
in Mille 8§ in Mill, B | in %
1947 20,612 o Tsls - 643
19448 22.059 A8 1 Y - SR 6466
1949 . 19,485 RS 1 [ FAR 7,1
1950 20,605 TSR (Y 1T N 748 ‘
1951 | 25 o5l 24900 g 7h |
P52 " 24 493 24035 { wsidotane ‘
1955 | 284322 - ol aRniT s B Bigle: »
195 | 26,827 2 400 E 849
1955 | 28,702 24400 | 8.3
1056 ! 2,088 . 1 . 3418 9.7
| 1957 i_ 36962 3,500 ST
| 1958 | 32,074 | 3,500 11,2

That is, commonly sald, the genaral trend whick holds true re-
garding ths relatinn between investment and research work as well as re-
garding the applicafilan of research werk in produciion {in form of new

invesiments) and its effects on producticie

02 course, w2 have to take pains so &s %0 reduce these relatively

bad effects, but never will we be able %o remove them cempleiely.

What are, in brief, the possibilities for reducing these
relatively negative sifects? - We would like to mention, first of all,

two main possibiliiies or twe main efforis:

i~ we hawa o construct and to apply sc-called multi-purpose
machines; and to apply them, above all, according to the
logiczl and technological process; that means, the orga=

nization of the production proesss has %o be earried through
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corresponding %o technology and not, as in former times and partly

at present, tco, corresponding to separake products.

2- we have to take pains so as to improve the using of machines

by trying to reach max1m m ubtilization,

This can be dene, again, in a twofold ways:

1- by applying the mubii-shifts system wherever it is adoptable,
and

2= by using production and process steering,

That means, ‘mprovements of ubilizaiion of equipment can be .
realized by extensiva and intensive measures as well; and both the measures
nust be implemented L simultaneously; in.as.much as it is possible, of cours:

and correponding with %he proportional development of national economy,

<= The preportion betwsen acoumulation

and consumoiion

By the accumul q+1an that pcrt of national income is formed ready
for expanding social proau,,mun. Consumption, on the other hand, repre-
seats that part which is finally used for the sake of individual and social

consumption,

The relatinn between these two ingredients of national income depends

¢ development; and that from a twofold point of view:

p;.

conal

f./

b}

(1]

on the speed of

1- from the point of view of general economic development; that

means, from the spesd of development of production; and

2= from the point of view of the development of people's standard
of living; developmeat of production is no end in itself, it
serves =0 as %o increase consumption (directly as well as in-
direcily) and, therewith, pecple’s standard of living, But
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this canﬁot be done anyhow. For inereasing consumptions and stan=-
dard of living in genmeral, certain preconditions must be shaped.
These preconditions are mainly formed by means of production. And,
ss I mentioned before, there is a certain trend towards prior rank
development of sector I, production of means of productlon, camssed
by technical progress and the intengion to replace living labeour

by dead laboure

Furthermore, increasing production means expanding reproductione
Expanding reproduction howevers means steadily increasing.expenditures
of fized and working capital as welle These increasing ¢rpenditures
nust be covered, apart from foreign crediis or foreign economic aid, by
+he nabional income and here, again, by means (physically and financially
considered) available for the sake of accumulation, That means, for the
sake of covering inereasing requirements resulting from increasing produc=
tion the ammount of accumulation has to be a steadily and rapidly increa=
sing ome. Or, in other words, the rapidity of economic growth is mainly

determined by the rate of accumulation.

Let ns Look, for instance, at the GDR's exampls



Distribution of Nationz Income

and Econonic Growthlz)

T Gross National Pro. National Income BN
! &7 1950=“r§;§r1y thereof
iYear {Millia~| 100 rate | ta1 Accumulation | Consumpt ion
i - of in }1950=| yearly| ¢ of in { 1950=] yearly| % of

s growth | Mrds.| 100 | growth! NImc|Mrds.| 100 ‘| srowth| NI
1955 91.1 {178.8 _ 52,5 | 6.5 lose.s —~ 12,3 {46.0 160.8] = " lignis
1958 | 115.4 |226.5 = | 64.9 | 13.0 {522.2 =4 oot isage el Taa ol 79.9
1959 | 128.0 |251.3| 10.9 | 70.4 | 14.1 {563.8] + 8.4]|20.0 |s6.3 | 206.8] + 8.4 li8o.0
1960 | 135.8 126647 6.1 | 73.6 | 14.1 |563.8| +  0]19.1 |59.5 | 217.4| + 5.6 £80.9
1961 141.5 |277.8 4.1 | 76.0 | 13.7 |549.9] - 2.9{18.1 !62.3 | 227.8| + 4.7 {81.9
1962 | 147.0 |288.6 3.9 | 77.6 | 16.2 |650.4| +18.0/20.8 |61.4 | 227.8| - 1.5 |79.2
1963 | 1516 1297.5] 3.1 | 7947 | 15.6 |611.5]| - 3.7{19.6 |64.1 | 2304 | + 4.4 | 804

T
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As it can be seen out of the figures, mentioned in the last
table, the share of scenmulation, in the GBR'S National Income is a re-
tatively low 2ne. It moves in betwean 12,3% and 20.8%, Regarding other
socialist comntrﬁes, e for instance regarding ihe ¢SSR and the Soviet-

union, we will find a share of 25% and more sinee JEarse

Aad we should net let ourselfs be deceived, The following
problem is implisd.~ First of all,ws have. to state that, in our opinion,
1% must be the very aim of all couniries with plannei anonomies to reach
2 subdivision iike 20380. Of course, thai canno ot be a dogmabic axiom.
The crucisi poind is 50 reach an optimue dsve pmenﬁ of production and

-

stendard of -

e

ving, t50. Sa, we have to tperesge accumuiation withoud

= gle ct inf‘l’ COnEL n-’?“:s 5— D..a.-

Bub, and tkal is, in my opinion, the poiat in g question, is it

sufficient %6 ohserve the valuable subdivigion of mational income only?
Means of accumnlasion serve so &s o become vealized as physical means

of production, Financifa means available for the sake of consumption are
to become reelized as physical goods of consumption. In other words, th
valuable subdivision of nationmal incoms ig nobhing but the reflection of
its physical subdivisiog. But now we have to take iunbto gonsideration 2
different mavemant of prices regarding means of producticn and means of

consumpticn. Waille on producer govds markel a certain incregse

can be obssryed, on corsumer goods marked prices vaually ars dropping

43)

(more or less)e

By this different dsvelopnent of prices deviations are coming

into beinz regarding the vaiuable and the phy s*cal subdivisione

May %that be explained by an exampie. Let us take for granted,
for that purpose, the following assumtion, From 1955 up teo 1963 the
prices of consumer goods might be dropped by 9. 42%, That means, purchasing

power of money ra garding consumer goods had been increased by 10.45m,



The purchasing power of money on the market of investment goods, howe
ever, might be decreassd, during the same time, by 43%, camsed by in-

creasing prices from 100 to 175.6.

Proceading from this assumed fapts there are some differences
between physical distribution of national income and its distribution iz

value terms,

Acgording to the GDR'S figurative example, for instance, the

4
-

O

effects would ha as follwe
trivution In value terms is like 19.6 to 8044 {accumnla-

& B )
tisn t0 ccosumphion),

whez locking st the physical distrib tiew, however,
w2 have o state a relation e 11.2% to 88.8%.
That means, vider the assumad cenditions of decreasing pricss on con-
sumer goods markat (9.4%) and increasing omes on investment goods marketd
(75.6%) only 1l..2% of the physical goods of naticnal income can be in-

v€sted and z percentage of 88.8% ig determined to 'be consumed.

f11l im right , when saying that this fact

I beligweme be
is essentially %o be copsidsred when planning the relative distributuion

of national izcoma, Fore in my opinion, it is the relation of the physical
distributicn which iz bound to ba brought t¢ a level like 20:80 (or even
25:75)e Otherwiszs we would let us be deceived regarding the pase of Hech-

nical development and technical progress.

3- The proporiion between accumuiation

and reserves

Bvery zational eccnomy is more or less foreed to form reserves.
This is, of course, particularly so if the national economy is a pianned
one, All the kepht reserves are nscessary for encountering any unplanned
events or disturbances happening during the planned period; for instance,

resulting from:

4



a. natural disastcri,

b. disproportions resulting from overfulfilments
or non=fulfilments of plans,

c. disturbances in international relations,

de any other disturbances.

Production and reserves, physically and financially considered,
are mutually reinforcing. That means, increasing reserves are conditioned

by increasing production and vice versa.

The economic source of supply for these reserves can only be
formed by national income. In other words, the economic soures for reserves

is finally represented by the accumulation itself,

We will deal with this problem of subdividing gress national prO-
duct or national income respectively later on, when talking about plan~-

ning of these two economic categories directly.

4- Other important proportions

Besides all these mentioned proportions there are some others,

not less important for planning national economy,

In this connection especially the following proportions should
be termed being of highest importance for the realization of the total
process of expanding reproduction:

a. proportion between prime cost of production and net income of
society,

b, proportion between increasing labour
productivity and development of average wages,

Ce proportion between supply and demand,

de proportions comnected with reproduecing manpower
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By the proportion between prime cost and net 'income of society
the most important tasks in the field of finance is se%,

By increasing production both are swelling, toc, prime cost of
production and net income of society. For making possible dropping
prices, there must be a different increase 'in production and prime cost;
the increase in production must be gquicker than the increase in prime
cost. This proportion is being determined by the possibility of reducing
prices and, secondWy, by the neceéssity of increasing accumulation., When
setting this proportion they have to start with ascertaining the total
of prime cost and the needed amount for accumulation and social consum-

ption.

Thus, this proportion i5 mainly determined by the proportion bei-

ween increasing labour produclivity and developing average wages.

By increasing labour productivitv an ingreasing social product
and a raduction of living labour per prodused unit is effected. The
reduction of living labour must be accompanied by dropping costs of wages
per produced unit., On the other hand, however, and conditiocned by the
purpogse to increase standard of living, wages must be increasing ones,

too. By this fact dropping wages are affected diametrically,

That is to say, therefore, for ensuring social progress. labour
productivity must be increasing more qﬁckly than average wages. But both
of them must be swelling ones. That can simply be explained, The mutually
reinforaing relations between labour productivity, naticnal income, ac-

cunulation, and new technigue can be made visihle by means of a ciiele:

increasing
labour productivity
more new technique ingreasing national income

N 2

higher accumulation
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The mentioned circle, of course, caunot be an uniform one. Ac-
cording e the fact that social reproduction is always expanding re-
producticon the rotation has always to be happening on a higher level,
Therefore, the mutual relations between the four components and their
development should bet?er be compared with a spiral spring, going cir-
cularly, and becoming beoader and higher more and wmore., For ensuring
that spiral development, for separating more and more means for the sake
of accnmulation (out of national inecomel) labouwr productivity must be
developing mere quickly thawk average wages. Otherwise, consumption
mugt be expandsd at the expense of ascumulatien; developmsnt and ap-
plication of new techmique would be embarrassed, and the development of
labouwr preductiviiy would be happening less quickly than necessary. The
result would be a delayed development of standard of life.

How iet ws icok b another proportion, ab thabt between supply

and demand.,

At Fizgh, we have to states supply is embodied by physical goods,

demand by monstary meansj

Sevcudlys bebween physical goeds and available monetary (finane=

cial) mesuz there must be a certain equilibrium in generals

.. Bpirdly: the total of physical goods must be subdivided, accor-
ding to their usa, inte
3 = gonsumar goods and

-~ produger goodse

Accordingly, available financial means have to be subdivided intos
- menetary means coming to the fore on consumer goods
market {(purchasing fund of population) and
~ fTinancial means to be realized on producer goods

market (purchasing fund of enterprises).
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Fourthly: equilibrium must be existing between:
- purchasing fund of entéprises
and availatle producer goods,
- between purchasing fund of population

and available fund of consumer goods,

Fifthly ¢ This named equilibrium has to be observed in a twofold
way:

1- from the point of view of coincidence between the
total of prices (of the fund of commodities concernad)
and the total amount of the concerned purchasing
fund.,

2~ from the point of view of the structure of the
available fund of commodities which must be in con-
formity with the structure of the so-called solvent
demand.,

And that, in both the cases;

Concerning producer goods the évailable assortement is determined’
by the past production, But planning is a coniinuous process, carried
through in such a way that by.élanning and production the preconditions
are being formed for ensuring current and coming productioﬁ"és well, Thus,
the fund of producer goods must be in conformity with the fortheconing
program of production by which the solvent demand of enterprises is being

determined, oo,

One can state, therefore, conformity between the structure of
available producer goods and the structure of solvent demand is in that
field determined and ensured, as well, by programmes of production being
adjusted and homogeneous ones, and shaping, therefore, the necessary

preconditions for carrying production on.

Concerning consumer goods, the structure of supply; that means, its

comnogition according to foodstuffs, luxury goods, clothes, household

?

&
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utensils, sundry industrial goods, etc., has to be in congruence with the
population’s structure of requirements, and, of course, with the population's
possibilities toc materialize these requirements according to the purchasing

powar being in the population's hand.

Of course, it is by far more difficult to plan and to achieve con=
formity between purchasing fund of population and fund of available consumer
goods thafh to plan and $o reach congruence between purchasing fund of enter-

rises and fund of producer goods.
p

Becauss of these difficulities the congruence between purchasing fund
of populatisn anmd fund of consumer goods can only be an approximate one.
In other wordsz, the fund of commodities nust be a bigger one than the
available purczhazing fund of the population; om the whole .and in detail as

well,

Let us cesse talking about proportions by dealing with proportions

connected with reprodusing manpower.

In this connection we hawve to look at two main groupss

l= proportions related to mumbers of manpéwer and thedr distribution
amoiz the different branches of national sconomy,

2= proportions expressing the level of qualification.

To the first group there are belonging proportions expressing the relation

between aggragahe population (capable of work) amd working people,

By the second group the level of skilfulness is shown, and the
proportions ares being expressed existing between technical personel and
productive workers, for instance, or between skilled, semi=skilled, o

unskilled workers, etc,
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Prdportions between
separate branches -
and spheres

a. between sector I and
sector 1II
b, industry and indusiry
° and i= .
Ca indnsffy agr

‘d. production and trans—

e, production and foreign

33

Survey on Main Proportions

Proportions concerning for- I

mation and distribution of
social funds

c

Sundry proportions

b, between accumulation and

ae proportion between fixed
capital and national in-

come ( v=c+wW+p)

consumption (N = ac + Co)
cé'betueen accumulation and

reserves (ac = i + r).

» prime cost and net

income of society
labour productivity
and average wages
Supply and demand

manpower
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subdivision of national incoms is a deceptive one,



