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3, Annual planning in industry

The problen is well-known that planning of socio-
economic progress cannot end in preparing long-term programs
of national economic development. This is an important but
only one step on the way of achieving a fast economic advan-
cement and high standard of living of the peopie in the coun-
try concerned. For immediately implementing all the detailed
tasks connected with the various plans and programs mentioned
so far, long~term plans sre no sufficient basis of reference.
This is due to two dimportant reasons. :

Firstly, direct materialization of foreseen techhico—
economic objectives requires clear-cut ideas on that what has
+o0 be done within a definite and limited space of time and -
that, proceéding from the tasks set and from the reached level
of development, e€.g. fulfilment of prospective plans attained
at this point of time. Needless to say that such peculiarities
cannot be considered in long-term planning but must rather be
the contents of medium~term and short-term plans.

Secondly, when drafting long-term plans it can only
be estimated what kind of resources will likely be available
at a certain point of time. But plamning of realizing objec~"
tives depends upon the exact knowledge on what is actually
at one's disposal so as to tackle the foreseen tasks .

Thus, realization of economic objectives and, there-
with, condueting of industrial production according to these
aims demands a system of medium-term and also thort-term plans
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within them annual plans play, abt present, a dominating

role., 1 To say it in other words, for the sake of realizing
long-term objectives, respeftive programs and plans must be
subdivided into somewbh&t shorter periods of time. This is a
necessary part of economic planning at all the neglect of
which in developing countries is causing a lot of difficulties
and deficiencies in implementing their long-term objectives

of socio-economic development. In case of India, for instance,
ba effeats of aueh = lack have been analysed by D.R. GADGIL
in hig book: Planning and Economic Policy in India; and he
cemes Tthen o the following conolusion2

A national Five Year Plan is prepared, considered,
and accepted largely in terms of national aggrega-
tive figures. For execution and implemention, as

in the case of any other plan, scheme or budget,

it has 0 he expressed in terms of appropriate con-
stituent detalls. An overall plan has to be broken
down, for exsmple in terms of areas of activity as -
well as periods of time, Division by time is an
elementary end important division., All Five Year
Plans have to be broken down into. annual plans, and
all annual plsns have to be broken down into alloca-
Tions for different types of activities located in

% should be mentioned that the period of one year is a

5 unit which in mahy respects does not coincide with
yelg of industrial production. Therefore, studies are
being undertaken in: socialist countries of Europe to find
out a meré apprepriate space of time for this kind of plan-
ning under discussion in here.

Uiy
O o

2) D.R, Gadgils Planning and economic policy in .India;
Agia Publishing House, 3rd edition, 1965

page 1o4,
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different regions or areas, This is again an ele~
mentary proposition for the proper fulfilment and
the implementation of a plan, the annual plan must
be framed; and also that is the work of the Plan-~

ning Commission.

Though this statement was already given some years ago, it ds
now as before of high significance since the level of medium-
term planning in developing countries has not yet reached
such a quality promising the highest possible .results.

What are, in general, the weak points £

Beside a partly complete neglecting of that stage of
planning, one will find that mnedium-term plans, if any, are
drafted in a very rough manner. There are practically no
direct connections between central economic planning and plan-
ning of the various economic units, €. factories or organi-
zations of public enterprisés, in industry. That means, plans
of economic units are set up isolatedly from planning of na-

' tional ‘economic objectives the implementation of which they
are intended for. Furthermore, these plans of economic units
are generally no comprehensive ones but they are containing
only a very few constituent parts of industrial plans as pro-
duction plan, plan of financing production, etC. elaborated
by some senior officials of the factory or branch in question.
Such a system of plamning, however, cannot be sufficient for
one of the most important advantages of public sector in
industry consists in the new role in and attitude of workers
towards prqduction enabling management of enterprises to



include all groups of employees in planning reaching, there-
with, a higher quality of drafted plans. This was already
stressed in the introduction to the First Five Year Plan of
the UAR when stating there:l

The planning adopted in our Arab Rebublic does not
make economic development the responsibility of the
government alone, Indeed, it i1s the responsibility -
of the whole people, as individuals or members of
establishments and organizations.

What is to do now in order to overcome such kind of shortcom--
ings and to reach such a level of medium-term planning a high
quality of managing public sector of industry is demanding

foma?

%.le Setting up of annual plans

3.1.1. Objectives and indicators

For ensuring a continuous, proportional and balanced
growth of national economy, objectiveé of its single sectors
and branches have to be derived from the targets of long-term
plans. Goals being contained there for the planning period
concerned have to be looked upon the starting point of planning
activities in this field. As, however, there is already gone
a certain-space of time from the drafling of a prospective plan
up to the elaboration ¢f that annual plan now in preparation,
alterations in various related fields may have occured partly
different from these being ex-pected. Thus, it is inevitahly
necessary to analyse, at first, the following factors decisi-
vely affecting setting up of the new plan:

1) General Frame of the Five Year Plan for Economic and Social
Development , Cairo 1960, page VIII,
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a) reached level of implementing prospective plans,

b) internal and external position of the country,

¢) internal and external resources available for
implementing forthcoming tasks.

Preparatory analyses

The first-mentioned point includes that planning
of industrial growth can only be well-founded when proceeding
from the standard of production attained hitherto. This esti-
mation of the standard of production, again, means to judge
both the quality and the quantity of present industrial pro-
duction. But for getting an actual picture of planned and
realized development, a system of control has necessarily to
be established which - to be economically effective and actual
at the same time-must closely be related to the applied systen
of planning.

What does this imply ?

A high efficiency of control demands, firstly, that

the structure of control coincides with that of planning, i.e.
there must be similar fields of planning and control as research

and dJdevelopment, production, investment, manpower, etc.
Secondly, The figures being planned and controlled have to be
similar ones, too. That means, merely those economic appeara-—
nces should be controlled the development of which has already
been planned for this is the only method to come to real con-
clusions and, finally,‘to ensure a hizh degree of actualitys
i.e., respective figures can be made available in time, in this
case, at the point of time of preparing a new plan.
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Beside this, sometimes it renders necessary additionally %o
control the development in a strongly limited field so as to
bring to light the reasons of outstanding results of working
groups or of deficiencies in fulfilling terget set. Since

all these additional performances are requiring additional
outlays, too, they are to be confined to a rather small scale.

. As concerns the position of the country when preparing
s new annual plan, some other problems come into the fore and
must be paid attention to. It depends, for example, upon the
internal soci-economic position of the country in guestion
which degree of industrial development can be foreseen in the
forthcoming period. As to that, we think of such factors as

financial position of public sector of industry,

g

e.g. effectivity of manufacturing and selling
industrial production on home and foreign. markels,

~ level of qualification and experiences of workers,
clerks and managerial personnel in public Indus-
trial enterprises and thelr organizations,

- attitude of employees in public sector bowards thelr
work, etc.

Concerning the latter, in case of the UAR, for example, respeo%ive
tasks have been formulated by premier S. MOHIEDDIN as followss: )

18 8% Mohieddln' New look for the economy, in: The Egyptian
Gazette, October 18, 1965, page 4.
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The people's control over the means of production has
been established and the public sector has assumed the
responsibility of developing our national economy. It
is natural that we should expect that its leadership
should rise to the level of this serious responsibili-
ty which affects the livelihood of the people and their
hopes for the future. '

And he went on in saying:

We expect political brganizations and labour unions to
appreciate their responsibilities in the present econo-
mic stage. The concept of sound democracy is to have

it become a means of increasing production and improv=:-
ing quality.

To consider thecinternal position only can, however,
Lot be sufficient. Planning of industrial production for the
forthcoming year is also influenced by the present situation
¢nd expected alterations on the world market and the political
cituation in the world. Hence, amnalyses must be started with
regarding trends of supply and demand in the respective field
of production, of prices, of competition on markets and of
ceneral political development decisively influencing decision-
raking on forthcoming industrial production.

Tast but not least, any sound system of planning and,
thereupon, of formulating new objectives is to be based on a
ssudy on the various kinds of sources and resources being with
a high degree of certainty available within as well as outside
the country'for implementing forthcoming tasks. And this goes
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for such resources as, on the one hand,

-~ number and qualification of workers,

accomplished new investments,
- discovery and utilization of new raw materials,

- financial means of government, public sector of
industry and others.

On the other hand, any industrial development in emerging
countries, in its initial stage, especially, depends to a smaller
or larger scale upon. foreign support. That is, it has ta be
analysed :

-~ quality and efficiency of assistance by foreign
countries, firms or experts in building up and
running one's own country's industry,

~ planned supply with new machinefy, spare parts,
raw materials and intermediate goods within the
forthcoming planning period,

- financial loans, credits, etc., by foreign countries

aimed at furthering industrial growth.

The problems mentioned so far are showing very obvious-
Ly that foregoing analyses are closely connected with and cannot
e separated from each other. They have been explained isolatedly
only in order to make the peéuliarities somewhat more evident, In
nractice, however, analyses must be comprehensive ones including
¢ study of the single items and their interactions at the same
time., This is the only way to come to right and well-founded
conclusions, .



Formulation of objectives

Taking into consideration the results of these analyses,
determination of new objectives for the planning period can be
sharted with and as aiready mentioned long-term plans must be
regarded basis of reference. That is, it has to be amnalysed
what are the tasks to be fulfilled in the forthcoming period so
as to ensure that long-term objectives of general national eco-
nomic development can be attained.

Usually, such a general estimation of the objectives:and
conditions valid at present should be given by central state
authorities, i.e. the government of the country, for instance,
and that, at the beginning of the new planning activity, show-
ing the position of the country and drawing necessary conclusions
~_ich must be considered when drafting new plans in all the
ssctors and branches of national economy. These conclusions,
azain have to comprise necessary changings in national economic
objectives within the planning period in question and likely
alterations as to the foreseen way of their implementation. In
joing so, all the single economic units of national economy
From the very beginning are informed on the main tasks and pro-
Hlems making sure, Simultaneously, similarly directed efforts
of all the single units in overcoming shortcomings and fulfill-
INE new goals.

What nhave the objectives of the single public industrial enter-
prises and their organizations now to contain ?
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Generally speaking, one can say that these objectives
ere supposed to reflect that part of fulfilling national economic
chjectives public enterprises and their orgenizations are inten-
¢1ag to share with. This goes, at first, for such general but
very impertant objectives of national economic development of
FLYy emerging country as

~ increase of national income,
- 1lncrease of industrial production,
- increase of living standard of population.

Yor any factory or branch is, however, marked by a certain pro-
cuction, their share in fulfilling these state targets cannot
¢lways be expressed in a direct way for instance, by means of
specified production targets. It is, thereupon, rather necessary
©2 use different indicators so as to show foreseen efforts of
Tactories and branches aimed at contributing to the fulfilment
o7 that goals. Such indicators may be the following:

- increase of profitability of foreseen production
or foreseen volume of profit,

~ increase of labour productivity,
~ decrease of cost for a comparable unit of produc=".
tion,

- reduction or even abolishing of hitherto necessary
subsidies, etc,

Irdicators mentioned so far are reflecting, by and large, effects
of enterprises activity on development of national income as a

whole, Besides this, it is necessary to know enterprises or bran-
eches share in increasing industrial output and living standard of
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nopulation more in detail. Regarding this, we have in mind deter-
nination of the outcome of thelr activities expressed 1n a way
heing in line with their special kind of production. Such indica-

f;ors may comprise, above all:
- quality and quantity of foreseen production,
- quality and quantity of planned services,
- development of social and cultural services,

- development of wages and salariese.

As, furthermore, any industrial production is in need of certain
conditions and prerequisites, formulation of objectives only can-
not be sufficient for conducting economic units in a planned
manner. According to the very nature of industrial production,
its implementation has to be planned comprehensively, 1.e. We
have to determine the goals as well as the pre-conditions in :
order to fulfill them, So, industrial plans and the indicators
used are expected to reflect both the contribution of factories
and branches to the fulfilment of national economic objectives
end the physical, financial and other requirements being demand-
ed for . And this mutual dependence must be planned by means of
very detailed indicators and balanced in a meticulous manner for
making sure that afterwards foreseen tasks can actually be ful-
filled.

A system of indicators

Though the specific contents of that indicators showing
tte objectives and the requirements of economic units in industry
are different according to the peculiarities of various branches,
some hasic groups of indicators must be elaborated and applied.
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They are representing the connecting link between various levels
of plenning in national economy and also the skeleton for set-
ting up and comprehensively balancing detailed enterprise plans.
In the present period of economic development, these basic systen
of indicators used in industrial planning of developing countries
should be composed as follows:

a) indicators of technical progress,

b) indicators of industrial production and its dis-
tribution,

¢c) composition, qualification and training of man-
power,

d) distribution and utilization of raw material re—
sources,

e) utilization of existing productive capacties,’

f) cost and price of main products,

g) efficiency of selling industrial production on
home and foreign markets.,

Ad a) Indicators of technical progress used within annual plan-
1ing have to meet various requirements. Firstly, they are expec-
ted to show what is to be done so as to carry out foreseen re-
searches or to introduce their results into production. That is,
~ndicators have to reflect foreseen kind of research activities
tnd expenditures possibly needed so as to fulfil planned tasks.
These expenditures, again, must be expressed in physical and fin-
¢ncial terms as well., The former is required in order to balance

1) In here, a short survey on most important indicators is only
o be given, The necessity and the problems of their applica-
tion, to avoid repetitions, are dealt with when analysing
main fields of planning,
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rnecessary amount of research time with capacities available while
the latter serves for preparing the financing of the single pro-
ject. : '

In addition to this, indicators of technical progress are marked
bty a certain peculiarity and that, they are specified according
to the importance of the single project. In this way, it becomes
obvious whether a certain project is of national economic impor-
tance and must, therefore, be given prominence when deficiencies
in the course of implementing research activities in a research
¢epartment or of introducing their results into production may
ocour,

Ad b) Indicators of production are expected to characterize the
structure and volume of industrial output by underlining those
grods determining industrial activities of enterprises and bran-
cies. Thus, it renders necessary to use a twofold system of
iadicators, on the one hand, for these very important products
s3parately and for determining development of whole groups of
products, on the other,

As concerns the distribution of production attention should be
paid to the following items: :

- distribution on home markets
— production for exports.

Tris so, because to a steadily growing emtent developing countries
are forced to export parts of their industrial production in

order to be able to import those industrial goods not to be produc-
ed in one's own country - for the time Being. or generally - because
of a lack of natural conditions or of other prerequisites needed
for an effective production of these goodse.
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Ad ¢) Regarding manpower, indicators have to reflect the demand
for workers, technicians, economists, managerial and administra-
tive personnel needed in order to fulfil planned objectives., The
2alculated demand serves again as basis of reference for balanc-
ing requirements with number and structure of working people
already employed in this factory, for example.

In addition to this, respective indicators are to be elaborated
in such a way they can be used for the collaboration of enter-
prises with regional authorities in order to co-ordinate their
cultural and social policy in this area, i.e. building up of
dwelling-houses, expansion of medical care, etc.

Moreover, we are in neced of indicators expressing required fina-
ncial means for wages and salaries of employed working peoplee
These indicators are to be used for internal and external pur-
Doses as well., As to latter we have in mind their utilization
Zor leading national economic policy; e.g. the distributidn of
national income for accumgplabion and consumption.

Ad d) Like indicators of manpower, indicators of material are
350 be based upon the necessary input per unit of production.
lhat is, they have,firstly, to express the demand for various
kinds of materials required so as to produce one unit of the
Zinal production. : :
Becondly, for balancing total demand of material of a certain
ractory or branch with the output of the supplying enterprises
¢f raw materials or intermediate goods, aggregate indicators
¢f material consumed must be elaborated summarizing the needs
for the production program as a whole.

Beside this, by means of indicators it should be influenced what

k_nds of materials are or prohibited to be used for producing



-]15=

certain kinds of products. In dolng S0, input of scavce materials,
for instance, is to be steered centrally according To the most
urgent needs of national economys.

Ad e) Conditioned by the general trends of mechanizing and autc-
minizing production process with the view to increasing outcome
of production, the share of dead or embodied labour in cost of
production is a steadily increasing one. Thus, existing produc—
tive capacibies are to be used as much as possibile, if possible,
»eund. theclock, leading to a relatively smaller share of deprecia-
tlons per unit of production.
My infl-uence this development indicators should be applied mar-
xing the degree of utilizing productive capacities or its effects
on enterprises efficiency. As to the utilization of capacities,
the number of shifts can be taken as one indicator, others are
direetly to be related to the absolute employment of very impor-
tant machines or equipments. More expressive are, however, such
indicators connecting outcome of industrial production with input
of fixed assets, working capacital as a whole and so on. This is
already a method of characterizing entire economic units efficie
ency of production based on aggregate figures, Lo Dbe completed
afterwards by other figures relevant to single products so as 1o .
be sble to determine and amalyse level and development of effici-

ency more in detaill.

i:".’

£) Needless to say that increase of efficiency represents one
of the crucial points of every industrial production, particularly

in developing countries having very often not yet reached such a
]

level achieved, for instance, by similar factories in industrially

o
L= 8

wanced countries.
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Hence, indicators are to be applied marking the aims as to the
level of cost or effectiveness in absolute terms or/and - that
will be the mostly adopted method - determining the necessary
reduction of cost and increase of profit by means of relevant
indicators.

Because of the very nature of these indicators, they are represent-
ing 2 good basis of reference for applying material incentives
encouraging the endeavours of working people to reach the fixed
tarzets or even surpass them., This, again, is implemented by
specific indicators indicating the distribution of profit , in
general, and the share of workers, in particular, after having
fulfilled planned objectives.,

Indicators of this kind are mimultaneously needed £8r guiding
Jinancing industrial enterprises’ activities and for co-ordinating
their financial relations with banks and the state budget.

Ld g) Though cldésely bound with foregoing problems indicators of
efficiency of production should be used separately, This so,
because they are representing an aggregate but at the same time
specified picture of the reached or expected results of all the
efforts undertaken in a certain industrial enterprise. These indi-
cators are to be baged on prices valid on home and foreign markets.
Ls to the former, from the national economic point of view it has
to be estimated whether this degree of efficiency is sufficient

to reduce the prices of the products concerned, e.g. because of their
inportance for increasing living standard of population, or what
decree of efficiency should be striven for enabling the country to
sell products at prices serving implementation of its social po-
licy. Respective goals are to be expresszd by means of indicators
L0 be attained in the forthcoming planning period,
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And this goes particularly for those products intended to be
cxported. Since export production of developing countries can-
not or, at least, only for a very limited space of time be
subsidized - any subsidies must be paid out of national income
representing, therewith, a loss of financial means which should
rather be used for other purposes = observation of efficiency of
this kind of production is to be given prominence. That is, cen-
trel state authorities should meticulously design and control
economic development of that production and give priority to re=
search and technical improvements in this field.

Proceeding from what has been sald it betomes ebvious that com=—
rrehensive planning of national economy and its single economic
inits in industry requires a lot of preparatory activities.
ileboration of indicators is supposed to be a cornerstone in this
process, They can, however, not formulated and introduced over
nizht, their introduction into planning is rather a complicated
md Jasting procedure to make sure that indicators applied are
~ctually serving that purposes their formulation is intended for.
Thzt is, no central. authority or management of enterprises or
their organizations is in need of a '"cemetery of figures" which
40 not express anything of importance or can be used for nothing
ul pure statistics. What management is in need of is an actual
virror of what is going on in various fields of industrial activi-
sies enabling decision-making at the highest level possible. Thus,
indicators formulated once are not valid or useful for ever, they
have rather to be changed in line with alterations of wthat condi-
tions their application was based upon.
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2,1.2+. The procedure of preparing annual plans

%2.l.2+1 Basic principles of planning

Elaboration of technico-economic plans of industrial
enterprises and their organizations forms a very important pre-
conditions for a scientifically-based managerial activitys. To
ensure that required quality, some general rules or principles
should be observed when drafting plans representing, in a way,
o condensed expression of the experiences 6f countries marked
by a planned economy.

These basic principles are:

- the principle of determination of priorities or

centres,
- the principle of com-prehensive planning,
- the principle of steadily balancing plans,

- the principle of strongest economization.

As no developing country will be able to push ahead all the
hranches of industry at the same time, priority is to be given
to those decisively influencing economic growth of the country
in a certain period. These priorities have to be determined in
line with the foreseen development of industry as a whole for
over a longer space of time by singling out the projects being,
at present, cornerstones for a further speedy progress. And
these projects may concern the prior-development of an entire
branch - so-called leading branch - of some factories or even
one project only. The tasks arising out of the implementation
of that projects must be fulfilled at first and have, therefore,
especially to be earmarked within the plans at all levels of
aational economy.
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T+ is understood that priorities are closely connected Wwith the
1evel of industrial development and, thereupon, not constantly
sttributed to the same projects, but they are rather changea-
ble and have, therefore, to be determined annually newly.

The next principle includes that planning of national economy
and its single economic units in industry can never be SucCessS—
ful when confining elaboration of plans to single elements of
production process. This must be considered a first step only
on the way to a planned economy. And it should be taken care of
the fact that deficiencies caused by this one-sidel system of
planning are not used to put the blame for shortcomings in the
economic progress of developing countries on planning at all as,
sometimes, it has happened in the past. :

Comprehensive planning means, therefore, planning of all spheres
of indusbtrial activities by considering their close interationse

Purthermore, setting up of plans in a comprehensive manner eX-—
cludes elaboration of single plans within national economy 'side
by’ &ide™ and " one after another®. It demands rather to work

them ou®t with one another and at the same time at all the levels
of national economy.

In doing so, the manifold interactions in the course. of implement—
ing foreseen objectlves as well as the preconditions or repercus-—
sions of realizing planned targets, for example, of one factory
on that of others being supplier of raw materials or consumer of
its products, can be studied, adjusted and taken into considera-
tion from the very beginning. This is, simultaneously, the only
way to avoid decisive alterations of planned targets within the
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planned period . always connected with additional expenditures
and, thereupon, affecting economic efficiency of industrial
enterprises concerned.

The principle of steadily balancing the plans is closely con-
nected with that mentioned before., One can say that overall
plarning presupposes setting up of balances or, to say it in
other words, it can only be materialized on the basis of balan-
ces of the single elements of production process in the various
forms needed., And this is true of planning economic units and
that of national economy as well. While, for example, within
one industrial enterprise demand for productive capacity and
productive capacity available, demand for manpower and manpower
available, etc. are the subject of balances, the distribution
of raw materials within one branch or in national economy as

a whole and distribution of final production is to be balanced
at higher, i.e., at the level of organizations of enterprises

or central state authorities.

Besides this, interactions between industrial enterprises and
local or regional authorities must be adjusted, too. Regarding
that, we have in mind such items as

- social and health service for working people and

- their families of all the factories in this area,

- transport of workers to the factories in line with
the working time and shift-regimes applied,

- training facilities for preparing workers, e€.g.
polytechnical education of pupils in factories,

etc.



In carrying out preparation of plans in such a way, we are
able to ensure their necessary quality and foundation and
with a high of certainty @ smooth run of entire production
and reproduction precess within national economy.

When speaking about balancing of plans, another problems
comes into the fore and that concerns the units to be used
a5 hasis of references And, as a matter of fact, any balanc-
ing of taﬂhnicﬁQeconomic plans can only be effective when

it is proceading from technically-founded norms or standards
for the cxpenditure of social labour required in order %o
produce certaln goods or Ho guarantee a certain performance.
These standards are te be elaborated for repeating expendi=
tures of living or dead (embodied) labour and for producing
various kinds of goods or performances. Hence, we are in
need of technically-based standards of working time, mater-
ial, capacity efcs eﬁpressed either in physical or value
terms. Thelr calculation.itself is to carried out in a very
thorough manner with the view to economizing in-put of
material, manpower and 80 on, In using now these standards
for working out of balances of these various kinds of el=-
ements of production process, optimum distribution and utili-
ration of all the existing resources is to be made sure.

To conclude this, it should be added that annual plans are To
be prepared by using ‘the most appropriate organization of plan-
ning at alle Of.unrﬂe, its elaboration is not an easy task
and economists have, first-and foremost, to study progressive
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experiences in thase countries marked by similar socio—eco-
nomic conditions. Afterwards, their applicability in one's
own country has to be analysed. This, however, cannot be
done by a simple transformation of that methods applied in
other countries but is to be carried out by adapting these
methods according to the conditions given.

For the practical use of these methods and experiences can
never comprehensively be proved on the basis of a Theoretical
pattern, manifold practical experiments have to be arranged.
Their successful fmplementation is the most important con-
dition for a step by step introduction in similar or related
factories and branches of industry,

3.1.2.2 Main stages of preparing annual plans

Though annual plans of industrial enterprises and their orga-
nizations are to be set up comprehensively and in close col-
laboration with all levels of industry and national econony,
a temporal and qualitative subdivision according to certain
mein stages of planning renders necessary to make the entire
procedure a highly effective one. That is to say, annual :
plans of industrial enterprises, for instance, cannot be dréb
-ted in all the @etails at a point of time national economic
objectives for the forthcoming year have not yet been formu-~
leted. Enterprise plans are contributing to that but, at the
seme time, they are affected by these targets and their goals

shenld, therefore, be defined step by step within these
mein stages and in line with the progress of plamning at
other levels of management.,

What do this main stages contain ? In general, they are
characterized as follows:



a) elaboration of the first project of the plan,
b) elaboration of the plaﬁ—proposal, e

¢) elaboration of the final plan.

Ad a) The first project of the plan

As a rule, one can say that annual planning starts with dra-
f4ing a first outline of the forthcoming objectives. This
goes for all the various level of management in industry
alike. In so doing, the first ideas as to the targets'of the
following year are fixed based upon the reached level of im-—
plementing prospective plans and the annual plans of the cur-
rent period.

Tnitially, these considerations are carried out, by and large,
separately, i.e. at any level of industrial management there
are formulated these tasks serving fulfilment of their long-
term objectives best. Of course, these tasks are to be der-
ived, in case of enterprises, for instance, from a thorough
investigation of demand and markets and an analaysis of
development of productive capacities but without being con-
fined to a small field of possible activities only. That is,
the first project forms, in a way, a program of the desired
development leading to the highest possible utilization of
productive capacities, the highest degree of profitableness,
etc. of the industrial enterprise concerned. For there may
exist different solubions by setting greater store by the
one or the other factor, the first project can an even should
consist of some variants of technico-economic development
containing the foreseen main tasks and requirements and ef-
fects of their fulfilment, to be offered by the enterprises

to their organizations or superior authorities.
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As regards the main tasks, we have in mind:

- planned production by quality and quantity,

-~ planned profits,

- main objectives of technical pProgress,
—vphysical and financial preconditions for imple-
menting mentioned targets,

utilization and effectivity of funds available,

etce.

They are to be calculated for each of the proposed variants
by underlining those being from the national economic point
of view the most efficient ones. And on basis of the above-—
mentioned figures superior authorities must be able to esti-
mate the conditions and the outcome when applying the various
variants and their effects on the developnent of the branch
as a whole.

Similar preparatory activities are expected to be undertaken
ot the level of organizations of enterprises, too, proceeding
from their long-term objectives and the most suitable way of
their fulfilment in the forthcoming planning period.

Then, the proposals of the factories and thelr organizations
have to be compared,assessed critically and discussed or even
defended so as, in result of this, To f£ind out such an optimum
solution which fits in with the intentions of the factories
and their superior authorities as well,

Since similar negotiations are carried out at the same time
and at all levels of management of industry and national eco-
nomy, this will, finally, lead to clear-cut ideas regarding
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that what must generally be done in all the branches of industry
in the next year to meet the requirements of a further speedy and
economically effective development of national economy. That
means that, lastly, only one variant can be determined which is i
to be followed in the forthcoming year. And the figures of that
variant are serving as basis of reference in order to set up the
more specialized plan-proposal of the economic unit in question.

Ad b) Elaboration of the plan-proposal

To ensure now a uniformity of actions within a planned economy,
preparation of plan-proposals has %o be influenced or even guid-
ed by central stabte instructions. These instructions are to be
based upon the results of the first main stage of planning in-
corporating in this way the ideas of the various economic units
in national economy concerning their foreseen development. This
represents, however, one part of the problem only. Before men-
tioned state instructions and, especially, respective orienta-
tion data can be fixed, the various effects of implementing these
targets on other sectors and branches must be analysed in a

nore specified manner. Main instruments for realizing this are
balances, in general, and interlacing balancés, in particular.
They are the most important basis to formulate such orientation
jata considering all the distinct interactions and fitting the
single tasks into that of a proportional growth of national eco-

nomy as a whole.

1) ¢.f. memo No. 599, Theoretical problems of industrial
planning, part IIL, of the INP, Cairo.
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Thus, state orientation data as regards technico-economic develop-
ment of all the sectors and branches are to be derived from
interlacing balances and, afterwards, submitted to their leading
organs. In case of industry, this concerns the ministry of indu-
stry or other institutions taking over its functions or responsi-
bilities in the country in question. <

Since, however, by means of orientation data not all the tasks
can be expressed in the most appropriate way, a general instruc-
tion is to be added explaining in somewhat more details those
problems to be taken into consideration when setting up plan-
proposals. Such general instructions " contain, for example,
the necessity of increasing quality of production, the importance
of &a higheéer.: degree of utilizing productive capacities, new
problems and tasks regarding qualification of manpower, etc.,
informing, thereby, all working people on those tasks to be given
prominence in the forthcoming planning period.

Submitted orientation-data and instructions are then to be ana-
lysed by ministries and, afterwards, by the organizations of _
public enterprises and to be compared with their foreseen obje-
ctives for the next year. That means, orientation data of central
state authorities handed over to the ministries should not simply
be distributed between their subordinated organizations. They are
rather to be specified in line with their own studies concerning
The necessary technico-economic development and the commitrants
arising over against other sectors of national economy, e.g.
agriculture, foreign trade, etc, calculated again, on the basis
of interlacing balances of the sector and the branches in ques-
tion. '

The same procedure has to be applied in case of the single bran-
ches and their managerial institutions elaborating in this way,



i.e. by considering thelr internal and external interlacementis,
orientation data and instructions for industrial enterprises

gubordinated o them.

Owing to their position, the most detailed tasks of preparing
annual plans have to be taken over by industrial enterprises.
This so, because enterprises are delivering the biggest share
of industrialproduction and, finally, they are those being
responsible for meeting demand for industrial goods of all
sectors of nabional economy gualitatively, quantitatively anil
temporally as well. Therefore, the level of planning in enter-
prises has to correspond to these requirements being demandel

for.
How to Teach such a high guality of planning ?

Tt is our opinion that such a high level of planning public
enterprises can only be achieved by including really all the
employees of the factories in this process. Their participa-
tion in planning is one of that features arising out of the
new position of workers and their responsibility in public
enterprises and has to be stimulated, therefore, by the man-
agement and social organizations of workers likewise. This
was particularly stressed by S. MOHIEDDIN in his statement
on the new tasks of the economy in the UAR, already quoted
before.

As ‘to our problems, now under discussion, participation of
workers in planning should be incited in such a way that they
are informed upon the general objectives of their factory,
for instance, from the very beginning of preparing gnnual

plans.
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In practice, this can be realized by an official handing over
of the factory's orientation data by the director general of
their superior organization. In this meeting the director
general, or enother high-ranking official on behalf of him,
should not only read out these objectives but explain to the
workers the importance of their fulfilment for implementing
other targets of national economy as a whole. Furthermore,in
order to emcourage their active participation in planning,
the main methods for realizing thése goals, existing good
experiences and obstacles hampering a speedy progress should
be pointed out leading, therewith, initiative of working pe-
ople to the solution of main tasks and avoiding a fritter away
of their power on oo many abjects.

As, naturally, orientation data of factories are more of less
condensed figures, they cannot immediately be used as basis

of discussion with all the workers. They are rather to be spe-
cified by the to.-management of enterprises and to be discussed
with the representatives of workers and their social organiza-—
tions so as to reach a uniform system of actions in the after-
wards following discussions.

Necessary specifications include, again, a refinement of objec-
tives handed over to the factories on basis of their own
investizetions of demand and markets and comprehensive analyses
of preceding planning periods as well as preparation of detailed
targets for each of the productive and managerial departments

of the factory concerned. And, as experiences show, the quality
ol thesc preparations influences decisively the contribution of
workers to planning.



What does this imply 7

~ The interest of working people in discussing their
further tasks is all the higher the more exactly they are
informed upon. That is, their tasks are to be prepared in
such a way that they are actually able to estimate whether .
and how they can be fulfilled. ;
To give an example.
Objectives of productive departments, for instance, can be
Pormulated in a very manifold manner. On the one hand, they
may contain that the production of one department is to be
increased by, let us say, LE 200 000 in the forthcoming years
But, when informing on this figure only, most of the produc-—
tive workers will be unable to derive their special tasks to
be fulfilled in order to reach this target and, thereupon,
they will not share in the discussion.
If, however, the goals of that department are explained as
follows:
- output of product I has to be increased by 5000
pieces,
- output of product II must be raised by 3000
pieces,
- necesgsary working time for processing product i
is to be reduced by 8% and of product IL by 5%

etco 9

then, the workers will Dbe able to compare the present level of
production with that being demanded for and to develop their
ideas of how the gap between both the levels can be narrowed.

or even closed.
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In general, these necessary improvements have to be prepared in
a very careful manner, merely, by means of a system of compre-
hensive analyses of the various activities within tThis depart-
nent, In detail, the following fields of activities are to be
analysed:

~ technology applied for manufacturing the different
components or products,

- organization of production process,

- organization of materials handling,

‘= planning and follow-up of production,

- effectiveness of applied system of wages and material
incentives, etc.,

the improvement of which represents crucial points for increasing
level and outcome of production in industrial enterprises.

How to reach now a high level of these improvements ?

Generally speaking, this can be realized in a twofold
way, on the one hand, by preparing clear-cut ideas about that
what must be done in the forthcoming year, as it has been dealt
with so far, on the other hand, by including all the workers in
this process of analyses and planning, This needs, however, to
be implemented in a well-organized manner, '

1) c.f. Memo No. 617, Planning of technical progress, part IIT,
of. the. JNP, Cairo.
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For example, TO ensure a high quality of analyses, they are to
be carried out by forming working fHesms consisting of workers,
technicians, engineers and cconomists knowing the problems
under discussion best. When studying then all the conditions
and circumstances of a certain field of activities theoreti-
cally as well as on the spot, working teams are going, firstly,
+o reveal outstanding working results, for example, of single
workers the generalization of which is expected to lead To &
higher outcome of production, increase of labour productivity
etc. Secondly, sbudies on the spot will reveal idle resources
and hampering factors of production. Buf, if the reasons for
that have been disclosed, one will usually be able To develop
amendments aimed at overcoming these deficiencies and reaching

better economic effectse.

T+t should be mentioned in this contexﬁ +that this kind of team—
work in public enterﬁrises represents not only a very important
precondition for preparing technical and organizational improfe-
ments of production process. At ‘the same time, team-work is sup-
posed to be an additional system of training all the membens -
concerned affecting the ideas and activities of engineers and
cconomists and productive workers as well. That is, such common
sctivities are expected to . lead to a broader scale of: mutual
informations on the various problems facing on either éideﬁhus,
to be better mutual understanding and collaboration also in the
further. Again, this forms one of the decisive advantages of
public enfterprises resulting, finally, 1in their superiority 1o
any other kind of social organization of production.

1) These problems are analysed more in detail in memo No. 617,
Planning of technical progress in industry, part III, of
the JNP, Cairoe. :
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According to the basic rules of management in public
enterprises, working people should be interested in this kind
of team-work morally and materially alike, That means, beside
the moral.responsibility for the _activity of their public
enterprises, working people are materially to be incited to
reach really valuable improvements in result of their proposed
alterations. And these incentives should be applied in a two— °
fold manner '

- by granting bonuses according to the &fficiency
of proposed amendments,

- by determining that bonus fund being, for instance,
at a productive department's disposal ‘after having

fulfilled the tasks.

As regard the former, respective systems in the European socia-
list countries are shaped in such a way that the amount of bonus
depends upon the savings likely to be reached within one year,
In the German Democratic Republic, for example; the general
relations between efficiency of improvements based on amendment
proposals of working people and the amount of bonus is as
follows:



Bonuses awarded for ameddment proposals

efficiency percentage plus
up to MDN 1000 at least 16 MDIN 20.-
MDN 1001 - 2000 2 MDIV 40,
MDN 2001 - 5000 8. MDN 120,-
MEN 5001 - 10 000 S} MDN 2206
MDN 10 001-20 000 4 MDN 420.-
MDN 20 001-50 000 5 MDN 6204~
MDN 50 001-100 000 ! MDN  1120.-
MDN.100 001 - 200 000 185 MDN  1620.-
MDN 200 001 — 500 000 10 MDN 2620.-
MDN 500 001 -1000 000 0.75 MDN  %870.-
nore than 1000 000 0.5 MDN 6370.-
maximum payments MDN 30 000

Owing to such a system, working people are stimulated to teke
part in working tCeams in order to analyse single fields of
activities and they are naterially interested in preparing -
commonly or separately - amendment proposals so as o achieve
better technical or economic resultse

Concerning the second point, We have in mind a system of mater-
ial incentives putting pressure On the departmentézbut also

of reaching that technical or economic effects calculated in
advance. In doing so, a certain amount of bonus is to be
figed, in this case Dby the management of the factory, being
paid after having attained the new targets set. Management of
public industrial enterprises is able to do so for the main
tasks and the likely volume of bonuses are known or can be cal-
culated on the basis of respective state regulations.

x) concerned to take care not only of introducing the improve-
ments.
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Accordingly, it is:up to them to allot financial means of the
enterprise bonus fund to the fulfilment of single objectives
in a way promising highest possible effects as to the realiza—
tion of common tasks,

There are, of course, no generally valid and detailed instruc-
tions' of how to solve these problems now under discussion. It
depends rather upon a thorough study of all the circumstances
et present and in the forthcoming period in which way bonus
funds are to be used. On the other hand, it reveals the res-
ponsibility of erterprises! top-management which care must

be taken so as to utilize best that material incentives being
represented by the bonus fund.

After having accomplished above-mentioned activities, on basis
of submitted orientation data a comprehensive plan-proposal
for the respective productive unit has to be workerd out and
discussed with all those employed theree. This S0, in order to
nake them acquainted with the results of other working teams

and the effect and interactions when realizing proposed im-
provements.

Furthermore, they are to be informed on

~ the consequences of implementing proposed
improvements on the activities of each worker,

- the detailed tasks to be fulfilled by themn,

- the necessary prerequisites so as to fulfil
these targets,

-~ changings in the qualification needed and fore-
seen methods of training to meet new requirements,

- last not least, the material incentives and fin-
ancial means available for stimulating fulfilment
of planned objectives.,
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Po say it in other words, the discussions are to be conducted with
she view b0 analysing in all details whether set targets are
optimum ones, to determining what is to de in order to attain
shem and, finally, to convincing the employees of that depart=
ment that by means of their active participation targets can
actually be fulfilled.

The importance of such a discussion was again stressed in the
Hecommendations of the Production Conference of the UAR. There,

*t has been pointed outb:

ilure of the potentialities available in the
alization of the desired aims may entail negative
ts adversely affecting the moral of workers,
dishearten them and shake their confidence. It is,

i:'.'g
o
i~
cr

therefore, necessary that the plan should be sub-
jeect to continuous discussions on various levels o
ensure equilibriumbetween the desired aims and po-
tentialities available and overcome the difficulties
and -.obstacles confronting execubilon.

Fence, to make sure an eguilibrium between aims and potentia-
lities forms one of the main goals of these discussions. And =
this goes for the internal relations of enterprises, i.é, with-
in and between departments, and their extvernal 1nterlacemﬂnts
likewise. In order to prepare these final discussions, plan= .77
proposals of single departments have to be collected, adjusted
ach other and a comprehensive plan-proposal

snd balanced with e
for the whole enbterprise be elaborated by its central plamning
department,

The plamning department, on behalf of the director.of the fac-
tory, tekes the lead in. shouldering the responsibility for
setting up this plan—proposal. This dces not mean that the

1y c.f. Production Conference Recommendabtions; in: The Egyptian
Gazette, October 20, 1965, page 4.
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planning department itself should carry out all the activi-
ties connected with. On the contrary, in line with the posi-
tlon of managers in public enterprises, they are fully
responsible for their respective field of activities. This
includes, for example, that the director of a sales-department
is in charge of drafting relevant plans as to the investiga-
tlon of demand and markets and development of sales, the
director for technical affairs has to plan implementation and
introduction of research and development, etc,

Furthermore, they have to balance necessary activities within
sheir subordinated departments and, in as far as external re—
Latlons are concerned, to co-ordinate these relations on the
basis of their plams. Concerning that, we think of

= Necessary negotlations as to the supply with raw
materials,

- preparation of sales contracts with consuming
enterprises or home and foreign trade organiza-
tions,

- agreements with the bank to ensure financing
of production,

All these itemsmust be negotiated upon before submitting pro-
cuctive and aduinistrative departments' plan-proposals to the
central planning department.
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The planning department leads and prepares these activities so0
as to reach ahigh guality of plans and to keep the necessary
expenditures for the administrative pars of the work at a
rather low level. This is merely ensured by means of a well-
prepared system of organizing planning activities and con-
cerns, above alljs ‘

- suggestions as to the elaboration of plan-
proposals within productive and administrative -
departments,

—~ debérmination of figures and termini %o be used
in planning,

- preparation of time-tables marking the temporal -
progress of elabgprating plan-proposals within
departments and the entepprise as a whole,

- elaboration of uniform forms for handing over
plan-proposals, ,

~ development of suitable methods for calculating
efficiency of technical improvements, etcl

The organizational system, however, should not hamper develop-
ment of creative faculties of working people, bubt it is rather
intended to stimulate them and to guarantee the necessary con-
formity of- efforts of all units within the factory in question.
This renders necessary especially by using data-processing-
machines in planning. Their economic application is only pos-—
sible on the basis of such an uniform system compulsory to be

applied at all levels of management.

Though organization and technique of setting up the compre-
hensive plan-proposal of the factory affects its quality and

the amount of working time and money needed, the final accom-
plishment of the plan-proposal is again determined by the working
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peoples That is, without analysing and estimating the qualita-
tive side of the various interlacements of the enterprise with
other parts of national economy, quantitative flgures can never
be balanced in a proper manner, The qualitative condltlons,
therefore, are to be put into the centre of deliberations also
when the plan-proposal of a faftory is finally workéd out and
cuentitative targets are discussed,

Which methods of discussing that plan-proposal of the enterprise
by the workers is to be applied depends upon conditions glven.‘
Generally, however, participation of social organizations of
workers or other represéntatives of working people must be en-
sureds And in line with their increasing role in pUbllO enter-
Prises, such forms have to be introduced correspondlng to thelr
Tesponsibility for development of public sector. So, one will
find, for instance, that in the European socialist countries

no plan-proposal can be submitted to superior outhorities with-
out being confirmed by the employees of the factory or their
social organizations,

Regardless the fact _that The plan-proposal is to be cbnfirmed,
The director of the factory is solely responsible for its quality
and he himself has to defend the objectives containéd there
against his -superior authority, This seems to contradict each
other but does not in practice as 1n.publlc enterprises interest
of workers and of the director is, in general, similarly dlrected.
Accordingly, the director is forced to make himself acquainted
with the most important problems of science and technique, pro-
duction, economy a.s.o. for being able to prove why the:foreseen
way of production is.to be .followed.
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After that, plan-proposals bf industrial enterprises subordina-
ted to an organization have to be put together and balanced,

the internal and external relations analysed and critically
assessed and, finally, objectives obtained in this way compared
with the organization's tasks and ideas as to the techntco-
economic development in the forthcoming year. In result of thts
a plan-proposal of the orgenization is going to be worked out
and must again be defended against his superior ministry, usual-
ly, the ministry of industry. Afterwards, the plan-proposal of
the ministry can be set up and handed over to the government,

Summarizingly, mentioned procedure of drafting a plan-proposal
is to be demonstrated by a sketche (Skecth 1)

Ad ¢) The final plan

Plan-proposals of all sectors of national economy are to be
discussed by the government and the highest authority of the
country, the parliamént. So, representatives of all strata of
the population are expécted to give the final decision upon
planned objectives for the next year, the fulfilment of which
is then as complilsory as the observation of any other law,

Confirmed objectives are distributed like orientation data up
to the single enterprises and must again be compared with those
tergets being contained in their plan-proposals. As a rule, it
cen be stated that deviations are all the smaller the better
plan-proposals have been prepared and co-ordinated or balanced
with other enterprises, branches or sectors of national economy.
Therefore, working out of plan—proposals has to be considered
the most important stage and be paid much attention to.
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If deviations might oceurplans and circumstances have to be
analysed'newly and all those preconditions determined neces-
sary to fulfil targets set. Problems arising in this context
are to be discusséd with superior authorities so as to gét a
conclusive decision upon the objectives of the economic unit
concerned. Then, confirmed targets can be handéd over to single
productive and administrative departments being the basis for
their last arrangements in order to fulfil their goals,

fo sun up, we would like to show the whole process of setting
up indusgrial plans by means of an, of coursej somewhat sim-
plified sketich., ( Sketch 2)

5.2, Main fields of annual pyanning of industrial enterprises
Generally speaking, annual plans of economic units like indus-
trial enterprises have to- contain the same parts as prospee—
tive plans. According to the different functions in managing
public sector, the contents must be, however, somewhat diffe-
rent, This so, because annual plans are looked upon as an in-
strument in order immediately to organize entire production
and reproduction process. Thus, annual plans of enterprises
are to be balanced in all details and up to the smallest pro-
ductive unit with the view to increasing production; to using
existing productive capacities best and to achieving the highest
possible economic efficiency.
It goes without saying,furthermore, that in result of +this the
contents of plans will differ between the various branchés of
industry, too ;80 as to bring in line the contents of that plans
with the requirements of leading reproduction process. When
analysing applied methods of annual planning, one is forced,
therefore, to start with analysing conditions of production in
the enterprise or branch in gquestion,
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There is, on the other hand, no need for overstating the special
conditions N ational economic planning requires, of necessity,

a certain uniformity as to the applied indicators and planning
methods as well so as to co-ordinate and balance aims and re-
guirements of all sectors and branches. This has to be seen,
especially, in connection with the elaboration of partial or
comprehensive interlacing balances being a decisive tool for

a proportional development of national economy as & whole. An
optimum solution has, therefore, to be find out fitting in with
needs of enterprises and central planning alike.

Which are now the main fields of annual plans of enterprises?

a) Planning of technical progress
Because of 'its significance for any industrial progress plan-
ning of technical progress is to be started with comprising
usually two main sections, firstly, piénning of research and
development and, secondly, planningpf introducing its results
into production. As to the former, it is necessary to observe
that all the various research activities to be carried out in
the forthcoming year have to be planned. And this gees for
such kind of research activities asl)

~ determination of new topics of research,

~ implementation of foreseen topics,

- experimental activities in connection with
developing new products or technologies,

- research activities for improvements of current
production and applied technologies, etb.

1) co.f. Memo No 617, Planning of technical progress in ine
dustry, part 1, of the INP, Cazro.
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U0 be planned and balanced with existing research capacities
separately by taking into con51derat10n the national economic
_nportance of the single proaects concerned, S

As regards introduction of new techniqué into production, all
the preconditions and the temporal progress of their implemen—
tation have to be includedto mske sure their realization in
time and according to the quality being demandéd for,
Yet, we have to keep in mind that introduction of new techni-
gue does not mean, and thig in developing countries especially,
practical utlllzatlon of own results of researgh and develop-
ment ohly. On the contrary, to a steadily growing ‘extent -
because of the steadily growing division of labour, research
included, in all the countries all over.the world - scientific
results of other countries are also applied. Undoubtedly, this
will bring about new problems and difficultiés which must- be
,nalysed beforehand for the sake of overcomlng them as quickly
es possible, :
In addition to this, due to the new position and attitude of
workers in public enterprises, some new pjenomena are coming
into the fore, They are marked by the active participation of
workers in research and developmeﬁt, widening in this way the
capacity of reéearch departments, and their suggestion of new
ideas of how to amend the conditions of production. This repre-
sents a new feature of carrying out technical improvements in
public enterprises and every efforts of workers in this direc-
tion are, therefore; morally and materially to be supported
form the very beginning. This so, in order to encourage them
to utilize their creative faculties for achieving a higher out-
come and-efficiencyfgf production in public enterprises,
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gince technical improvements are affecting all the spheres of
enterprises' activities, all the other parts of enterprise plan-
ning are influenced by the planning of technical progress, One€

can even say, that respective plans have to be founded by the effici
ency of méasures Or improvements of the plan of technical pro-

Bresse

b) Planning of production
On the basis of long-term and short-term investigations of
demand, by considering existing productive capacities

as . well as the consequences of implementing the plan of
technical progress,'the production targets have to be fixed..
And, although production differs betWeen single branches and
enterprises, some general ideas have always to be taken into

accounte.

Firstly, those products have qualitatively, quantitatively
and”tamporally to be planned intended to be sold. .This is
true of both final products, from thé point of view of one
factory, and intermediate goods, €.8e. spére parts, needed
for maintaining or repairing these final products.

Secondly, an excess of intermédiate goods within the factory
must be ensured so as to guarantee a continuous progress of
production, particularly, in the first days after a finished
planning period. This is a problems a lot of factories are
suffering'from and is to be underlined, therefore, in here.

Thirdly, the deepening division of lebour in all fields of
industrial production leads not only to a growing exchange of
separately produced components but also of performances.

That is, one component is worked in different factories, for
example in case of such special performances as termo-elec-
trical treatments and something like thig. BSince a cerfain
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rart of that enterprise's capacity is required respettive tasks
ere to be laid down in the production plan.
Finally, the foreseen distribution of production or performan-
ces has to be planned merely as a basis for drafting balances

end co-ordinating targets of collaborating enterprises, This
bolds true, for example, with regard to investment balancés in
case of produce® goods and to commodity balances inasmuch as
consumer goods are concerned,
Widespread is, therefore, a subdivision of industrial factories'
commodity production according to the following items:

& commodity production as a whole,

- production for export,

- production for the local markets or, in case of

consumer goods,

- production for population,
expressed in line with the importance of the goods in physical
end/or value terms. If needed, other indicators can be added
supposed o enable superior authorities to estimate and control
wapether production and distribution of goods is in consistency
with national economic tasks. But only those indicators are to
be planned the observation of which can really be controlled,

For any industrial production is in need of productive Capg;
cities, planning of production and utilization of productive
capacities are closely linked with each other and the results
of an effective utilization of productive capacities can be
cemonstrated by the proposed production targets. Thereupon,
planning of utilizing productive capacities is a mere internal
matter of industrial enterprises, the indicators of which must
not necessarily or only to a very small extent cemtrally be
rlanned and be submitted to superior authorities,
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This goes especially for those branches marked by a uniform
production, having already certain experiences in planning and
being well acquainted with the conditions of their subordinated
Ffactories. Sometimes, however, it cam be of- use to have, at
least, a survey on the utilization of those machines of depart-
ments representlng bottlenecks in entire production process Or
being, in case of equipment, of high importance for the branch
as a whole. In this case, a separate plamning only for that

purposes should be asked TOle

¢) Planning of manpower
While within the frame of prospectlve planning the basic trends
ss to structure and composition of working people and necessary
conditions to attain the level of qualification required are
subject of planning, in annual planning some other problems are
coming more into the centre. These are, above all, those ques-—
tions related to planning and balancing of

—~ the quantitative demand for manpower,

-~ development of wages and salaries,

= relations between increasé of productivity and

wages,

- implementation of foreseen objectives of qualify-
ing workers and other employees of various kinds
of qualification.

The first item concerns a very important problem of developing
countries, generally characterized by a high degree of -opeh or
disguised unemployment. But, the solution camnot be found in
such a way of creating jobs amywho. This is the most unecono-
mical way to go and will never lead to a highly efficient pro-
duction., The answer must rather be given by a very detailed
determination of workers, clerks, etc. calculatéd on the basis
of production targets, working places available, number of
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shifts and the necessary managerial and administrative activi-
ties, Some advanced developing countries are well aware of
these tasks which particularly are emphasized, again, by S.
MOHIEDDIN. -In his statement on the role of workers in the
UAR, he pointed out:l)
The increase of employment in any project will not
solve the unemploymegt problem, We have a continuous
increase in population each year. The number of
people applying for Jjobs increases year after year.
The solution of the problem cannot be realized
through the concentration of workers in factories.
‘If a projéct requires ten workers, ten workers only
should be employed. This givea a chance for defining
the responsibilities of workers from the highest level
to the lowest worker, The golution can be through
increasing production. By increasing production, the
income will be increased and, consequently, wages
can be increased and funds can be made available for
being invested in additional projects allowing em-—
ployment for new workers,

50, the problems of wages and salaries are also touched and tae
seneral way.ls showh how to solve the problems under discussion,
As a rule, in annual planning it has always to be taken care Sf
Gthe fact that labour productivity - increase more quickly than
iverage wages sum, This is the only way to cope with &bove

;nentioned tasks and respective figures hawe to peflect that
levelopment in the manpower plan.

Vhat does this mean?

1) c.f. S. Mohieddin: The role of workers, in : The Egyptian
Gazette, November, 3, 1965, page 4.
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Though there is an urgent need to increase developing countries’
living standard of population, financial means allotted to this
must be limited so that they do not exceed the possibilities of
the country in question if lasting economic effects - without
coming into debts — are to be achieved. And the problem becomes
still more difficult because of the rapid growth of population in
many developing countries.
In the UAR, for instanceg consumption has been increased from LE
1,199,7 millions in 1959/60 to LE 1,762.2 millions in 1964/65,
i.e. by IE 652.5 or 46.9%. The planned increase of consumpticn,
however, was only 25% during this period in order to make sure
financing of other projects of national economic development, The
ecfects of that speedy growth of consumption are summarized by
§. MOHTEDDIN, prime mimister of the UAR, as.follows:l’
But what happened was that consumption went beyond the
preseribed limit ... It increased enormously if we note
that local output increased during this period (estimated
by the present prices) by 49.1%.The proximity of the two
percentages shows that we have consumed the greater part
of the increase in our: production and we have not managed
to direct to savings andinvestments but only the slightest
part of this increase despite the fact that séving a large
part of the increase in national output for investment
' purposes is a basic netessity for the attainment of de=-
velopment,
Needless to say that this increase of consumpbion must be influen-
ed and steered, for instance, by handing over indicators to the.
industrial eﬁterpriseg marking the possible volume of wages and
salaries for carrying out foreseen production. This amount should
only be allowed to be surpassed in case of overfulfilling state
production targets and observing set standards of quality of

production and cost.

1) S. Mohieddint Produce more, curb consumption, in : The
Egyptian Gazette, December 5, 1965, page 5.
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Last but not least, annual manpower plamning is supposed &o
bela tool for implementing long-term or short-term objectives
of training manpower. That is, there are to be fixed those
tasks to be solved within the annual programs of training,

- the outlays needed and likely losses of working time
due to training during normal working hours as well as the
effects of a higher qualification on required working time
and number of workers. And the latter is of particular signi-
ficance.

Bvery training, like technical improvements, is finally aimed

at increasing productivity. But if productivity increases this
results in a necessarily smaller input of working time for
producing a comparable volume of production. To make sure
atilization of these new conditions, improved standards of
vorking time are to be used as basis of reference for planning
demand for manpower as from this date alterations are expected
to be effective. Again, the need of a comprehensive balancing
of manpower plans becomes obvious for it is the most impor-
tant method to use all the new achievements to their utmost.

1) Planning of material requirements and supply

Planning of material requirements is expected to
cesult in a systematic survey about all the materials needed
Zor producing foreseen goods. To determine demand for mater-
ial presupposes, however, elaboration of standards expressing
she material required for a certain basic unit of production.
Though that demand is mainly influenced by the technical fea=-
tures of the products in question and the applied technology
of manufacturing, their sole consideration cannot be suffici-
ent, In the course of production, workers are influencing
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these technically-calculated standards and they are able to
find out methods reducing the necessary amount of material.
That is, why annual planning of materials required should
proceed from the latest results of utilizing materials and
the foreseem changings in technology- being contained in the
plan of technical progress. This is the only way so &s to
avoid that more materials are ordered than absolutely neces-
sary-increasing stocks and, therefore, cest of production -
while in other factories these materials are urgenbly needed

for expanding current or starting a new production.

But, when speaking about planning of material, some other pro-
blems are coming into the fore and should also be paid atten-
tion to. For example, to avoid from the very beginning a waste
or uneconomical use of one's own or imported raw materials,
central state authoritiés must have an eye to thelr applica-
tion and utilization. And that includes the limitation of
using raw materials for special purposes only up to the strict
prohibition to process raw material of high value to final
products of a low standard. To say it in plainer words, long-
staple cotton is only and exclusively to be processed to
fabrics of high quality. Particular attention is to be paid

to the utilization of imported raw materials to make sure that
they ate not wasted for tThe production of less important
articles,as we can notice it very often, but for such indust-
rial goods that quality of material is actually required.

This does not mean to establish a rigid scheme of planning

and distribution all the materials. It must only be specified
in such a way that figures about material required submitted
by enterprises can be used for drafting balances of formation
and distribution of that materials. Simultaneously, this
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enables central state authorities to keep a strict eye on -
those demanding import of materials and to look for its fur-
ther use.

S0, it becomes ebvious that the plan of material requirements
and supply has to reflect demand for the various kinds of
materials and the sources materials are expected to come .. ...
from.

Indicators concerning that must have such a quality they can
easily be used as basis for concluding commercial contrasts
or - drafting of balances for such materials being of na-
tional economic importance,

e) Planning of cost and financing

According to the designation, this field.uf Pplamning
has to reflect expenditures for carrying out production pro-
cess in financial terms and the way of how to finance this
production. Hence, it is generally to be divided into the
two sections:

- planning of prime ¢ost-and.profit
- planning of financing.

The first section has to contain the ¢omposition of costs of
single products and production as a whole. That is, it is
expected in detail to show financial outlays for necessary
wages and salaries, for consumed materials, for physical and
moral wear and tear of machines and buildings and dther ser-
vices looked upon as elements of costs in public enter-
prises.

Since planning of cost does not end in simply reflecting
necessary expenses but shall play an active pard in . =
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diminishing them, effects of all the foreseen improvements on
costs have to be made evident. One can even say that this plan-
ning of the absolute or relative reduction of cost forms one
of the main tasks of costing.

This so, because increase of efficiency of production is one

of the crucial points of industrial progress in developing
countries. Though they are, sometimes, favoured by natural
conditions or, especially, by the level of wages and salaries,
cost of their production is very often higher than in other
countries. 'Higher cost entails, however, higheTr prices affec-
ting the ability of enterprises to compete with imported goods
on the home market or, what 1s even more important, effectively
o sell their products on foreign narketss Of course, state
taxes on imported goods and subsidies for exported production
can protect or supporﬁindustry in one's own country. But these
methods do not solve the problem and they are only tem-—porally
spplicable, i.e. Lthey cannot be used for ever,

Efficiency of production has frather o be increased by introduc-
ing and utilizing best new results of technical progress: and
by applying material incentives interesting working people -
materially in' reaching necessary reduction of costs.

These material incentives are nothing but a certain pért<of the
profit, and so the second part of planning of cos?t has been
touched namely planning of profit . As to planning of profit

we have in mind planning of formation and distribution of profit
on the basis of and in iine with the effects or tasks of other
fields of planning. That is, formation of profit is to be plan-
ned on the basis of the production plan and sales programs as
well as by considering the effects of implementing tethnical
progress. Distribution of profit , again, must also be derived
from the planned development of the factory as concerns, for

. .
YRR 2
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example, expansion of production, expansion of working capi-
tal, etc., the formatién of bonus funds and public enter-
prises'contribution‘to the financing of tasks of superior
authorities like organizations of public enterprises and the
state.

What kind of formation and distribution is to be strlven for
shall be demonstrated in this plan.

1 o

The plen of financing industrial enterprises is supposed %o
show financial means required for financing fixed assets and
working capital and respective sources. This includes neces-
sary expenses for maintaining and repairing fixed assets, for
implementihg the plan of‘technicai progress -— espécially; in
as far as -they are paid by the enterprise itself - and for
carrying out production, i.e, for financing wages, salaries
and mabterials.
Since not all the financial means are paid out quown funds.of
enterprises, the connections between them and other institu-
Tions teking part in financing their tasks, as organizations,
state banks, etc., must be brought to light.

From what has been said it appears that mentioned parté of
enterprise plans are, as a matter of fact, reflecting all the
sphereSfof‘indHStrial enterprises‘activities. And as a main
ool for leading that activities, respective plans have neces—
sarlly to be elaborated for internal and external;m;poses. It
P2 QL : 3 i S
depends, however, tupon the adopted system of planning and the
degree of centralization and decentralizeation of management in
public sector of industry in which details enterprise plans
are submitted to and confirmed by superior authorities. This is
a question to be decided upon by every country separabely.



