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Summary
—

~aticaal economie planaing exists in Hungary since 25 years, During
this nericd the bagic elements of zocialist Planning remained *onstait;
however, noasiderable cha ges tock place in both the system and techiiques
cf plaining. As far as the system of planning is concemed, the most remarkabls
c.ues tackled the emphasis given to long, medium and short tem plans aud the
interrelatioaship between macro— and micro-economic planning. Conceming the
techniques of planning, the increasiag use of EIP, mathematical tools and

17terdiscipliuary appreaches deserve special consideration,

The aational economic plaas (long, medium and short=temn) form a congistent
system. Kuck effort in made to easure theip close hamony. A basis for the
Plaaned wuidance of the economy is the subsequent series of medium tem plans.
Thuy lay down the major objectives aid tagks of sconomic policy conceming
the rates of growth, tlLe bagic proportions and structupal changes, the
eqiilibrium of the econcay as well as the basjc Reans and measures to be uged
for achievi..g these targets. The Bajor secticns and indicators ur the Pian are
explained in detatl together with the balances, which are consider:1 sy important
tools for plaaning. Te nmedium tarm plars are based on long torm ,lans. An

Prior to the riram of sconomic guidance in 1968, the short tem {annual)
plans coastituted an isportant means for prescriding directives to the sconomic
agents st different levels. Today the anval -plans serve primarily the
objective of S8sessing the expected development of the sconomy in the next
Jear and of providing a basis for marking out 30 measures to promote the




The industrial enterprises draft annual plans, programmes and perspective

plans. Prior to 9968 the fcrm of the annual plans was rigidly regulated and

the basic indicators of the plans prescribed through directives. Although

there arc ..c mo-2 ctligatory forme and figures for annual plaming siuce the
reform, the enterprises have not abandoned the practige of drafti.g annual plans
and guidelines for management and orgaaisaticn. The targets of the ainual plans
are in hammony with the perspective plaa. The plans are approved culy by the
director of the enterprise. A direct iaterference in the activity of the enter—
prise is restricted preferably to the narrowest possible scope.

A brief pwessntation is made of the planning procedures aad decisione
making concerming investmeat projects.

The standpoint of the Hungarian planners about the role of forecastz has
undergone some cheages. Today's opinior makes a distinction between forecast
and plan but considers prognoses as an important planning aid. Turiig the
preparatory stage of planning, forecasts help to visualize possible and
probable development trends. The plan will have then to select the most
suitable,

Information is the most important basic element of planning. Thas ons
of the duties in the organisation of planning is tc ensure the "predretion®,
flow and processing of inforwmation. The main sources of i.fommatica are
statistical aad accounting figures as well as surveys ou technical and eccaomic
facts. The aystem of statistical data collection is controlled by the
Central Statistical Office, with a close co-operation from a aumber of other
ioastitutions - State Planning Office, Hinistry of Pinance, llaticual Board for
Technical Progress, sectoral infomation and dccumestation offices, etc,

The Hungerian system of economic guidmice intends to engure the inplemntutim

of the industrial development plan iustead of breaking dow: and aceedsing the
aggregate figures of the plan to miaistries and e.terprises, by i :contives snd
regulators which should induce all economic units to draft aid fulfil their
pl'ma in harwony with the targets of the national econcmic plan. The central
agencies are entrusted with oertain complsory duties within the plan, just as
councils and enterprises have responsibilities, but the latter prepare their
Plans independently. The exchange of information and the system of incentives
and regulators must create the appropriate connexion between different levels
of plans.




The implementation of the plans is carefully followed by the Central
Statistical COffice and the State Planning Office in general; within their

professional areas it is followed by the respective "branch" as well as functicns)

niristries, and national authorities, councils and enterprises,

There is a general endeavour to maintain the economic regulatorg unchanged
for the entire period of the relevant five~year plan. Another endeavour is
to restrict the number of individual instructions and regulations, thai ig, if

the accomplishment of the Plan would require o different enterprise attitude,

geieral financial or other Beasures should be adopted instead of a direct
adeinistrative instruction,




The Hungarian experience in diifer.nt levele of planning -
industrisl, sectoral a:c factory /projact/
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l.1, level and trends of develcpment.
l.2. S8ystem and organization of economic guidance.

2. T™he role and organization of planning,
2¢1+ Macroeconosic planning; long-, medium~ and short terms.
2.2, Macroeconomic plenning; the process.
- 23, Planning at enterprises,
2,3, Plaoning and decision-making on ‘nvestwent nrojects,
3. Neans and techniques of planning.
3¢1s Major sections and indicators of the plans.
3.2, Balances: toole for coordination.
3¢5+ Poracastyand imternztional comparisons.
3.4, Plow and processirg of inlormation.
3.5« Use of EDP and amoshematical methods,

4., The iwplementation of the plans,
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iungary is 2 small country of 10,5 aillion inuabi-
tonis, with a relatively .igh density of population /111
bersons per sguaremeter/. Per capita national income oy .
the count.y acgording to recent estimatos might be about
40-50 per cent of tiw levol in develoed Western ~Aropean
countries. Per ceita Gonsuwaption should be in the same
range, since in 1970 75 per cent of the national incoms
" has mmatoraon-nnpuon. 25 per oent for capital
formation., Hungary is a censrally planned socialist
sountrys in 1970 98 per cent of the mational income
was ' produced in the socialist sector /69 per cent in the
stato-owned sector, 24 per cent in ceoperetives and 5
per oent in other socialist establismenta/. All people
seeking ¥or jobs are employed. he level of exployment is
relatively high., The number of active sarners amouited in
1970 to 49 pexr cént of the population. Due 0 a rapid
industrialization, fioa the Sotal wunber of astive Sarners,
- 57 per cent are enguged in industry, 7 An construesion,
26 in agriculture, 7 in tranaport and Cosmunication, 8 in
trade, 15 in other branches.

In the last two aecades 719501970/ national income

Ancreased by 5,6 per cent per annum, populssiss

Wy 0,5 per cens, Per capita pationsl ircoms by 5,1 per cent
p;s-wmmnsmawbyamxlmm,
four £ifths of the increase in national incoms can be
aviributed to the srowth in labour productivity. sational
income originating in industry inorease¢ in the psriod
under review by 7,9 pes cent, that in construstion by 7,1




per cent,that in agriculture by 0,5 per cent per year,
/Gross value of output in agriculvure increased by 2,.

per cent annually. value of materials used may be some~
what overestimated und rowth of net prouuct underestimated
in the calculaiions conceraing agriculture, dus to the sxc-
cial price reiations./

While in 1950 in he mtorial sphere of the
eeonens 61 per cent of total employment was e¢nzaged in
agriculture, and 28 per cent in industry and construction;
in 1970 tce ccrrespondin: ratios were 34 and 49 per cent,

Significant changes ook place also in the pattern of
the inuusrial ;woduct;i.cn. In accordance with the generel
trends,’ tb.o siare of uinina textiles and £ood industries
decrwaud, wnilo that of ungineoring and chemical industries
‘fnoreased. In 1570 32 per cent. of industrial eaployment was
'angasqd in the engineering, and only 10 per ceat in the Lood
industries. snterprise sizes and concentration in s
industry are relatively high AB 1970 815 gtate-owned enter-
prices enployed about 84 per cent of the industrial labour
foxce /13 per cent was enzazed in 321 cooperatives and
3s3 per oent, _as,00c  im the private sector/. While
per cnpita industrial exployment rates ave among the highest
in Zuiope, productivity is lagying beiind the azajority of
the Jsuropean countries.

In azriculture cooperatives play @ very important
roje) o3 per can‘.: 04 tue active ezrners in agriculture are
onrazed in cooperatives, producing /in 1966-1970/ about
72 per cent of tosal agricultural output /15 per cemt =
.originated fron tho state-owned, 13 per cent from the
private farms/. Saployuent in agriculture is steaaily
decreusing, the mocest inorease of tuis sectors® ouiput
is due to ..izher productivity, necharization, mo1e use




ol cunemivuls and up=to~date teeanigues, foreign trade ig &
gLato monopoly; in domustic revail txude two tiiivds or

the tuwrnover go turough svcte-pwned sector, one third
tarough cGooperativeg,

Bxports and liports incressed in the lust two decades

Ly .ore than 10 DPer cent per annum. Ope oy e Bajor srobe
lens in developing uhe dungerian economy ic o keep tue
balance of trude in equilibrium, pPricarily by export
pm:nation: : ngaring the preducts uwore Competitive, In
addition to the xrowth in volume, aleo tae com..0dity pattery
of Hungarian forei n &rade underwent considerablo changes, The
shere of azrloultural snd Lood products decreased, that of
/other/ industrial products, rertioularly ene
sineoring products, increased 8imilicantly, In 1970 from
Cotal expo:rts 22 Per cent was agricul Gural end food, 78
otuer industrial /%6 per cent engineering/ products, For
tue iuports the corresponiing shares are 21,79 /12/ per cent,
about two thirds of the total Yoreign trade turmover are

connected witi s-cialist Countries,

800ial insurance. The siare of inhebitants of 10 years

and older who 4id not atend school was only 1,8 per cens,
that of 15 years and older with at leass <rades of
Prima:y school 52 per cent in 1970, Health provision,
Oducational and sulturel opyortunities and 2ood conswaption
Coapared to por capite national income are relatively nighg
meeting the demand for housin; /ard for consumers?




dursbless personal curs/ cncounvers .reater difficulties.

In the current five-year plan sor 19%1-1975 national
income is roreseen Yo srow by about 32 per cent, industrial
produciion oy 32-%4, construction activity Ly 41-43, auri-
sultural produetion by 17-19 »er cent. The major part of
the increment should Gerive from higher productivity accompani-
ed uy laprovements in the production paitesn. Fer capita
real wa;es should srow by 16-18 per cent, per capita real
incomes by 25-27 per cent. Priority is _iven vo develop
Lhousing conditions and to ilmprove the supply of consumer
foods, |

Purther dynsuic develupment of internationa} econoaic
relations is planned with particular stieniiom to the
Zoreign trade balamee. For lonjer term more euphasis will
be given Yo the development of the tertiary aotivities;
total grewth ol industrial output should be covered vy
incxrease of productivity, in order to provide adiitional
manpower for these sectors which must have a greater
share from the invostments funds, as well,

As in all centrally planned economies,the major objectives
to be pwsued by economic policy, the fundamentsl rates of
crowth and proportions of the economy, the most Laportant
characteristics of the development of the sooial and
ecomouic life, the basic means and measures to be used Lor
achieving these targets are fixed in the national economic
rlan in Hungarye. This plan sets & co-ordinated and coupule
sory direction for the activities of the government and
the vodies responsivle tor the guldance of the ccononmye

About three fourily of the neiional income is produced
by the siate-owned seotor in Hungary. The private sector
Jroduces only a frection 0 ity the rest comes from
the cooperative scctor with special importance in agri-

™ R & ¥ 13 2 L A Y ) " | : 4 s g
B OFL  CER 4. Jieils '?‘, = SACETR R MY R gt A SLLANS




culture, Within the rew 8ysten of econonic Juldance
introduced January 1si 1966, sne state-owned enter-
rrises as well ag tia eooperatives obtained u high

degree of autononmy, ‘i'he evaluation of the puriormance

of tae entexrpriges and tue waterial incenuivus are -
related to profis indic:tors, The enternrisos work accurd=
in; 6o thediw ~lou, cousdlious, oi course, os the ovjeciives
86t in tie national esonomic plan, As  their plans

are ot apnroved by the budies or the state-admini-
steation,/Biztin; their pdans they taice into consideration
not only tuse requiremsats and const:aints of the market
bat are influenced voth oy the targets for e develop~-
aent of the total econouy and by the sysiem of resulators
and incentives that consiitute a purt of the national
edonoaie plan,

in Hungary's staie adninistration the Vouncil of
dinisters is the central or ane The Oouncil of .iinisters
48 elected b, and can be recelled at uny sl by the
Hational ASSombly, the supreme body of svate power,

The Council of «inisterss directs the activity of
the ministries and of o%er bodies Linediately unier the
Council's Supesvision; ensurcs the enlorseuent of Law
and of tie Decrees passed by the Presidential Councilg
snsures tie inplesemtation of national voonouic plans;
porforms the duties Law eatrusts it with, )

The aenbers of the Council oz ~dnisters ares the
Chairrmn, Depusy Chuirmen, cabinet minigters and the
Prosident of tae State Planning Office. In econouic
aflairs, tue Council oF wililsbers is ascistod by three
directly subordibated Jovernmnt Jomaitteess the “conoaio
Co..mittoe /whici 2robadbly will be sworiituted by a
Planning Coaritiee/, the Comnittee ior Interuational
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mevno.aic av..ivs, ana .o Sciencs Polic) vom:litiee,

“he Lcono .i¢ .o wittee deals witl issues in julaance of

vhe econowy tnaat requirs govermaont level deeision-m‘f:ing;
she Comnittoe ior Interiutional wmconouic Afiairs with
quastions of econonic coopersvion snu Joreign trade and

the Science Policy o zittee witi. quosiions relsted o
pescareh and development activiiica. Ifhe resolutions adopt~
ed by taese povernment conrittees are biniing for the otier
bodies of the atate aduinistration.

Guided by the Governnment and the governwent coumittees
agntionsd above, "iunctionsl" snd “brarch" ainistries
/uational authorities/ axecute iae concreie Guties of eco-
nordic management, /The diiterence lies in the fact that the
heads of the national suthorities are not cabinet nembers
in contrast with tne ministers./ The funciional :ainistries
deal witih questiors of genaral clwracier amd related to
all brancaes /planning, ifinances, labour, teehmical deve=-
lopaent etc./ They have an active role in drafting natiomal
econoaic plans and in shaping the system of econoanic re=-
gulators.

There are tiree functional ninistriest: iinistry of
Latour, :iinistry of Pinance, State Flanuin: OZfice;

turee functional national autuoritiess kational
dateriak and Prioce Office, Ceatral Btatistical Office,
wational Loard ef Technical Development; .

eight branch ninistriess Miniatry ol Heavy Industry,
iinistry of letalluryy and angineering Industry, siniatry
of Light Industry, :linistry oi Comnunications, idnlstry
of Construction and Town Development, ..inistry ol agri-
culture and Pood, .idnistry of Home Trade, ildlnistry of
Foreign Trade /discharzes some functional duties, too/}




aad a “braneh" naiiongl u“uthoritys ational vater
Conseivatio, OEzice,

The branch ninistries have cloae woriing linkages
with the “Iunotional® authorities. Zhey constitute &
Gralting the national edonouic plans and 4 shaping the
resulators varticularly concernin; heir respective
oranches, They prepare systemsiie analyses of - the activigy,

trends and prospects of tue Lrensh, Thay et |
developuent concepis and pProcrammes wish Perticilar regerd
w0 Vesanicud developuenv, investue..t Piky, labour re-
oruitmens and vosational training i tae. braneh; oruangse

o $ae enterprisvs subordinete / Ga®ia on the uirect line oz
or wnization, vut slso o G0upanies suboruinate to otuep

ainistries, but puPsuing wetivicy congruous with the given
bility and suthorisy for all aotivisies of transportasion
in she oountry, ineluding 1. a. companies o ' '

E i

estavlish ad diquidate onterprises; shoy supervise and
evaluate the operaiion of tie enternrigses and their
nanagement; s.point auc &lease ke oy axecutives of tue




sntexrprises /seneral-director, diveotors and assistant
directors/; in case of neeq/'a‘?f‘cnin the legal restriciions,
they can coamanc the enter.-ises to exeoute certein
concrete tasks., The exeoutive comiiitees o: Lie local
councils exercise the same supcrvisory rishts oves exter—
prises /uostly oi mediuwm or smsll size/ toas satisly

local needs and requirements,

In September 1972 the 25-year annjversary of the

mational econonic planning wvas  OCelebrated in Eun-
éaxy. In this 25-year period the Lasic slements of so-

eialist planning remained constant but some considersbie
 changes took place, too, both in the syste.a und in the
techuniques of plenning, As for the Jormer chenzes, the
most remerkable ones tackled tie ewshasis given to long-,
mmmrsmplmmmwazlmm
neatxo- and ajcroeoconomic planning. Concerning the tecuniques
of planning, the increasing use of SuP and savheaatical
- ®othods and interdisci;linacy approaches should ve mentioned
first. Here the present state of aifairs will be reviewed,
only with & few reference to former Practioce,

A8 stated in toe Law on national economie slanning
enacted by the liunjsrian Parliament on 22 Deceaber 1972,
She national econouis plans tor dirferent spapsof time
Torm a consistent systen, and their close bharsony should
be ensured. The oesis of the planilied guidunce of tne
economy is the subsequent series of medium~term vians.




<ke nmecium-tern /ususlly <ive~year/ +lans la) dowm
toe .a,op objecvives angd tusks or econoaic policy concern-
ing the rates of &POwWth, the Legie prorortions a,d struct-
ural changes and the ecuilibrium of the economy, They fix
targets on

Staidand 19lioy wag i tasic "regulators” of the enter-
wrises? activity /rules of taxation, jrofit sharing, wage
increases, eto./, an- these are dicoussed ang approved by
the Farliament, - * B '




uwsfting tle rlane. In caGition, decisions uust be taken
often on provlens wuich have & bearin: on a pargpective
02 15-20 yveurs, ualtiown witiout B0 outline of %tiw long-
tora devalopuort. ¥or some loagerange decisions ,

tids woe reco;mized alrezdy in the 1950-3 and
8p8C.iil 110 2cVions Weyosu vik five=ysus ;lennin: rerieds

were €luoriied, s.e for Gesand and supply of enexzy,
. »esidential cons bruction, higily qualiiied nanpowey ete,

The Wational Doard o Technical Jevelopment aad regularly
coiuissioned studies avout the iuture trencs of technicel
PROL 188,

+he Yetier Joundation ara Am‘..;anuat;?a with of thess
speoifie plaus aiwi 0f tu8 Seyear #lzns necegaiiate, howe
ovar, a couprebersive long-tern plan, too, waish states
She lono=tern svcisal and econo:de objeciives and the
<ain direetions and .eans of their impisusntation, i¢
tae beglonin; oz the 1950°~g an attenpt was cude at urew-
g up a 20-year long=term plan. Fuis experimental exerciee
vas abandoned anc a new veature started in 1968
bo dreft a pla: foxr 1971-1585, Recently decision was taken
%o extend tais plur up % 1990. The mext /tALsh/ Live=
year dlan Jor e period 1976-1580 should be claborated
in hapmorny with tais lon_-term plan.

Prior %o the reform oi econonic guidance in Keagewy
introdused in 1965, the ohort~term /annusl/ plans eonstie
Suted also an igportant weans of dipect watrole They
were elaborated iv :any details, then Lrokem dows and
Presocibud a8 Gipeoiives Zor Giw .iuisiries und saterpriscs,
‘Yoday the unnual plans in iunagary serve rimarily tue
objective o: assessing tne expacied developaent of the
€000y in vie next year anu of rroviding a bvasis for
mcing out che measures to promote Lhe uevelopment fore-




-15 -

seen in {he dediun-er; DiGl, o Lo HAixy it 4n Sone
=lans incluage Dumerical Sur:ctsg
04 concrete “8uBures /ee:e aboat

‘“be uetailaeg C¢alculatsions with the Tisures on

of ”indicatars” &re aslacheu 4o tae rlan ang
disributsg a8 irisrrutive

~'€8.,0C38s he annyal
201icy Luidelines
investuenig/,
the systen

@2 terial, fimilarly ag in che
¢ase of the 104l ue oy ®lans,
The arafyg oy 7 ) long=tern Plers are usual -
1y troien down into 1ivg

-your perioﬁﬂ’ Yor dm%

tue five-year Plan s dvided

“Up She annugy vlang,
iate the respeciive Jears

5-year period ror the 2¢ ané 3., in the 8eoond, third ang
Tourth year for ihe rest of tie period,/ Apnual state

i % 4oIMONy witn tue
sedium ang 8l0rt-tam Plans,

HOving a . mzoanw‘uret
internediary “producis"/; S

~ analysig of tue PABT £X0Wth and the present situstion
0L tho eeenomy,

:a’#i;as# /urognosig/ of the ébaectxu Processes,
Pequirenents &0d conditions o the aevelopment or the
eSonony;

of cae *Gonony, Dased on g set
aevelopment congopts and Jrojects,

= draftin; the Coprehensive gpg iinal plan,
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The analysis ol v¢he past trends and che present
siluavion evaluasm ull inportant aspects of the social
and acono.aic 1i)i‘c.ﬁ It does po- anlyr re::isirate vhe most
sisnificent chariclcraneivs cue ag 533%!1'018 cXpiains
taeir causes and interrelationships, too. vor tais ’
netiods of mathumatical svziistics, sconomotriés and
international couparisons are increasingly used, hese
2nsalyses are Lhe vacis or tie igrecasts of Zfuture
trends, requireme: t8 anc constraints of development in
populaticn, in vechnical progress, in internationel trede
and 81l otlexr intarpal and exernal conuiiions of econsaic
gPowti, Next iypothescs, concepts, projects and sumarising
alternitives on the aifierent aspects of iuture development
will be formulated, These provide the bacis For drafting
"“s consictent plan, irst tentativaly perhaps in some
varianis, 1inally the version %o be suswitted 4ior approval,
Tads finel ¢ e Lay Jlgo iccluue soue alternatives S¢ be
selecudu, Lxporisace suows, h:i'ﬁavur, cact 2 preselection
Will be persormou mostly aireudy in he previous stages of
She plunning process, and s single "optimal® /suboptimal
but less risiy/ varisnt will be subzitted for approval in
the case of medius~ and long-term plans to the Parlisnens, o
in tis case of amnual olans t tue Counocil of liinisters,

“he teaporal interdepondence of econouic crowth end
strucvural ciianges arc toen inty neccount by the system
of plans for differentpericis of time. s ‘interdepenaence
oi the various elemeniu ui ihe wConouys chat oz inputs
and outputs, of nprounction and distribution,or uifferent
acvivities, aectors, re;ions etc, ure tuken into’ consideratioa
by planning these cloments rirst separatueiy, then Loraonizing
i:honwitb"l'fﬁp of a_yrogstion, ualuncus und Linally by drefting
Coupre..ensive plans.
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4ll Lue sta_os or bue plannin ¥0Ces88 wentioned
avove - analysis; Prognosis; elaboretina' kwpotkhsn,
duevelopnent concepts and alf:emativeq drai’ting the
consistent plang - should b. reriormed on ghe one hand
in the subsuquent Dlanning yor aifferent periods, on the
other nand Lotk 8eparutely ror different activities and
asregated, mostly repeateuly us ap iterative procedure,
Orianizer of the wopk o1 acroeconomic vlanning is the
Ltate Planning Ofsice, with g Spacial department rop long-

STy with ar otuer one ior amuual Plans, while the organis-
atlon of medium-torm Planning is slared by toem, Under the
guldance of these dopartuents in the rour Btaiges of the
rlanning process cake pars vie various oLber uepurt-
dents of the Planning Sfiice /as Departuent. Indusiry,
isriculture, Investment, Finance, ctc./ and all tne mj-
ristrics and otiher natviopal sushorities according to theip
8pecilic lield or activities. .nalysus upg Proposals will
be collected Irom the Gizierent represuntatives and organ~
izations or the Bociety including country, city and othey

oriticusl stazes of tie ¥linning; ocesy also the co.petant
Party and 7rade Union Lodicg eXpress th:@ir opinion,

e dlaiuivab Tarie ox a0 plun Jard oy ¥Pepursiory
asulyses, +3recssis, develop.eny concepiu etc./ will e

on eaployaent veg. will be calculaied by branches in the ,
Aristries ana in ghe "branch departaents” of the Planning
Office; according to re_ ions by departments enga;ed 4in
territorial development; in a Coaprehensive way by tbe
Lepartment dealin: wity “Hnoower a8 well ss that one




cesponsible lor cu pieacnsive lanning in she Planning
visice, ent elio wy vhe Zuistry of Labowr. Often in tae
deyust unls Lowe GLSfer.ne o, 10aci.08 uzre spolied siauliane
QOuSly, 2..e by usc of "ireaivioncl™ ilteraiive planming
and aabuouotical _iogradoing. o1aidin, development conce;ts
ard projects ior science, vesvarch and Lsciuolo y .
;zea;-i:: orsunized by e noblonol Coawd Jor Tecinicul Progress
with participation of a greut nwiver of ex.erte from differnt
s54tusions and then discussed severzl vines by all interest-
a6 uxperts and insiuivutions.
. 'Phis procouswae 15 .. siuplo ip tue case oi the
annual ,larcing, besed in prluciple on tke aciucl meuwiwse
tori plen and Ghe analysuas, forecs.Vs and olher wrkiag
apberials alroady avallable, recuirin .iostly only thorough
up=dating. In cuse of loag=wanje pluanning «ll tnale sua o8
g ear very erticulased, not iimited by the luck of time
w.ich osten suerzes in the period of sfinulizing che zedlium-
tera planse
Por prexaring uhe long-tem: plan tor the peried 1971
1555 & wide notwork oi coil ityees hus L.en brought imso
being. Soven comiittees dcult with spocific fieldss
anpower and living siondurus, industrial developuent,
construction and builaing wbeslals, agricaliure and food
incustry, transport and comaunication, soreign cmue. and
r2 lonsl plaminu. ‘“he whole work was controlleaw vy 8
so-02llad cons J1t:idve comaivtee, IV is iurce that the
ra3.ults of vone activitivs ol other comnittees wore sum=
marizea ond evaluyssed. -esida. the auihorities concerned
. also regeurcn institatas and yruciical people were rep-
regented in ths comniiices and acuively purivicipztew 4n
thg iowrmclation ol sue 2lan.
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In the ricsy Phase o1 wors Crdvicel unolyses were
P+2pured covesin.: the vaust 15-20 years, Relying on
tlese, in tie s203nd Phase the comuitiees claborated
Lypoiheses, developuent Concepts, alternatives ior the
next 15 years, In tic third phage the harmonisation of
tae different proposals aad draits and the role of the
syntieizing depurtments ang comaittee came into pro
kinance, ‘

dor medium~term Slanndng foru.l comaittees will not
be established; infornal ueetings and woricing linkages
are preferred, L.aving oiesared tie analyses, rorecasts
and alternatives,und tazin; ;:reliaiz.mﬂ decisions about
vhe seemingly optima) pace of growth, mope attention is
yaid w the possibilivies, the.alternativg Vays and the
measures needed foyr the iaplemencation of the ylam,
lere 1108 the usir dif.erence between long= and mediume
term planning, In the Tirat phase of the aodium-term
plunnin: the aralyses, Q0LR0GeE,y sliernauives and
uavelopuent someapts Ior ik vuoslous apheies of roduction
&nd edonomic policy ave baged primarily om iR-dakad long-
tern Jorecuste, In :he 8scond phase the incregsed numbey
0% consultution witrh iorei:sn tr:de partuers /i, s, with
the plannin; authorities of she (/% 7Y Sountries/, with
cnlerprises and with tae cxpoits of the ministrios and
deveral departaents snould hel to reveal She
lon;-tern plon and how f:N Ry Ve
period, |




tbem perspuctive -lans, ioo. lrior tu tue reiloin ox

0Gono iic [uidance introduced in January 1968 ths foxrms

of snnuel olans have been rijidly rejulated and tae

bvarle indicutors ol tie pluke prascrived threugh directives,

These uilreciives weid nevoriheluss vesulis ot negotiations
waere usuwally %he .inisviies wrgued Lor 10re amwitious
burgeus, wle ehtesprises Jur inaicutors whos. irmplemenvation
seemed gearamsied with noderate eifrrts and withous too

much risk. sonuses for aireciors and staff as well

as other signs of high esteems were primarily based ob
bhue "gueoess iniicuiors". Yhough aiter the reform there
as:a no more ovligatory xorms and rigures ior annual planning,
the encerprises did not abundon the practice of drefting
annual pluns, gudelines ior mamagc.wnt snd or.anisution.

Usually the annusl pluns of tie entu.prises consist
of thw followin: chaplerss

produstion and realization,

HERDOWeY, Wu_e8, productivivy,

eavaeity utilizotion and investaent,

maberial sapply, inventosles,

techulcal pvogress, orgunizational devclopment ,

costs, profit and Tinunce.

Produotion and re.lizution are planned by major
products /also in physicul units/ as well as aggregated
in valua terms /gross value ol output/. Jhe produsction
tapgots are based on the one aide on warket researeh and
on long=term ocontracts and planc, on the other hand on
the possibilitiss permitted Ly the p.ooducticn factors
/inoluiing R and D/ and their erficient uses, and thirdly
on finsncial oconsiderations.

xanpower planning rirst entaile  the calculation of
tae avarage number ol enployees neeced by occupations




/tused on alGernative produc ion and DProaustivity tape
53t8/, drafting manpover bulancus ip 0Lder o cucoix tue
reguir.ucnts fopr redruiting and training and tue need
1or aismissin employeos, and tinilly the plunning ot wae
w98, personel and social ¥olicy. Planned Ranpower roouie=
Zents ars closely linced wish ¢l foreseen technicul and
or_arnjzuiional PPOVCI0ASE, Wa_ug = “ecording to the
actual Hungarian re ul:iop6 - with tng profitabilivy ox
tue onsesprises, |

Sroauction vursts will ve conirontua wita available
Supacities by/?é%?iﬁa Caloniutions anu dnalysis Lo raveal
imbalaaces, In czse sull utilisation os Cuyuciiles
/et loast in uho <irgt shift, in otuer cases bota Ain
the iiret and suoond saisue, or contimously/ can not be
Xpacted, the possibility of raising produstion targets
will e checked, Lack o? capsoitics 8aould be covered
by redustion ¥ale reriots, aduivional shifts, by investments
/Jusually Tforeseen alrsady in the Perepoctive plan/ or
by use of Soopexation, Lubconilacting. .8 a rosult chunges
in the stock ol fixed as.ets and tueir ac:resute Ltilis-
ation will ve plannsd, oo,

katerial Laquiroienis uxe glanaea by ail souts of
vagle wng auxiliary materlals and interueaisry products
LALOG o0 4ONiE 0% uses per unit of outpat /oy prouucts,
o2 Pelateda to aggregate indicators/. also Flannod ipe
venisrios wall be calculated by help or noims and tae
vucchases needed by uelp of Lalange Squations, Jue oon-
8idercilon is ;iven to chanus in product .ix as indicsted
in the producsion plan, as wll as vo 1 pacts of techaicul
0 recs /aa&cﬁi—%uﬁaaa, 8evings o materials, etc./ presented
io cuis s;ocial oavpves or tas @mnual plan. i




Due plan ol conideadl swo SeDs Bhe o& ailautional
ivswoveaents Seub celneug Lon tae wBwellipens 04 pIguuCwe
duslh nb e £0X w8 it eodac L ion oo new procucts, ocinolo--
cies, cou Gus Lipadvoiubis in woit und soowucuion oxgwalee
thioee OIS Shoielr 04 Gub ALl incluaus sob oundy sii-;_{l-
rag CiuruLCooniving vas ado3gcen GadudDoent O L..@ Cnuonl-
i8¢ WOXIl Luv ulBO Uiu neAluLus Jaiti concrele datcs and
addresses/ needed for S.oe i.ple.entation 0% tLogse burpets.
focunical pro_ress and orgenizutional laproveusnt nodifly
ver vris soflp, production possivilities, costs and o~
£ivy all these 1pacts should b2 vaken into edcount in the
xespsctlve obues Gipluds oi the plan.

Surourizing costs or luboux, capital, natesials and
gome 2Guitional couponents, toi.l costs i bt be culoulai-
ed orG coup. £ou W0 B.las vulue werlves fwon kue plon of
produciion anu pealivutione Sue meselting Sroiit Lfijwees
20 of Wh 08t Laptrva.sd 200 whe Hansariii GUGE TesuBy
taoy ase vae vesls Leve.ninapts of tiw incceuse of personal
incoWeS. Dubu ol plampeu costs ase Sevenues ave Cii. sbalbe
in; poliu.8 Ior Yinoncial clanning, iccluain sagring «nd
develspownt aunds, liguidity, cwroulis, eic.

All those nuvks of whe armual plan of Luo enter
prise ure closely interrelaiuay vasy age clabusated as
a pule sinwuliarcously vy an {ierative pracoss. auxiliary
caloul.sious /e, on meterial, cagcily, au.power reguire-
wents/ are increasin ly poerioomed by usc of CO..JUVCIRe
dathe:abical progvwaning .actnods Jusually ascualng linearity/
will o also ossca uwseds wue Gargols ol tie annual plans
apo Grufbed in .somony with taeir perspecvive plou, with
tie roquirewenis ol Gislr douesiic and intematiaml
>uli_ations, in _iven caces wili those sct LYy vhelr
higher auLaoriiy Jairdcury/ and envisa o vhe wcowth of
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Prorits needed Cox the forcseen inc.ease > Per80ilal
incomes. .u anncal s Wwill o6 APplOvVed 0y wie alocolor
of uhe wawer, cisa,

EEERe uns Julsma of econd.de cuiLunce only some
vl tue laryest vnterprises u.caited persnuciive pHlang,
“ue increased rreedomi” ecisioc memaki. ¢ b the unterpriges
@ade them awere of {he neeu Jor longer temm perspectives
and just aiser the re.orw a yreater number of enterprises
Svarted o iorz on yerspsctive plans. In the degree of
the joverniemt on tie Fourth five=ycar plan ror 1671-137%
tue enterprises  wer: advissd to draft Lheir own
perajective /rive-year/ plan, vased on var_ets derived
fron  the plan of the nutional esonony and fromconsultatvions
with vheir ministry, but without the obli.stion So subait
these plans ror formal 4PPToV e,

the psrs).otive plans of the enterprises mosivly
consist of two purtss a plan of the Usvelopaent strate;y
and numerical turgets on the ajor indicutors of the en-
terprises® activicy. The straie;lo plan sets tue vasic
objeotivas concernin; product und technolo:icel develop=
ment, srowth of output, improvement of competitiveness,
Wagzes and labour conditions, investmentas, uote. umerical
vuesets are arefted in the 8ystc: of tue annual plunes but
io8® wevoileu. wue need Jor rolliag planning is quite
Generally reco_nised and its praesice i.troduced step=hy-step,

-In Hun ary there are a ;reat number of largesul ti-
blant entaipriscs where ooth wnrwsl ard persyective plans
are -~ elaboruted separuately ior toe inwividual
unitss <he degres of ocentrslisstion .nd decentrelization
is varied and weponds an!ﬁ‘?tars 48 markets, locztion,
linica between the sinle units, ets., In some cascs tae
plens of wuue exit;er;ariea vill be desa tru uted, in obher
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ones the plans ol the single rlanvs ujx,re «ted and nar-
monized, bubt wmostly an iterallive pricess takes place with
permanent consuluvztions z:c exchan_e oi iniormation.

The most im;ortont targevs of vhe plans are slsc oroken
down by dupartments.

& further areu of uniteryrise plarnain; - of the so
called operative plunuing - will not Le deal: with hereg
under cils acvivity acurlting quarterly and monthiy pluns
and scheduling tasks .or esch unit of the plant is aeant,

, Unkil 1968 invesiments in state~owned:enterprises
bad buen Iinanced in lunjary wostly vy rudy:tusy uranbsd
other iinuncial sources /ercaits, interncl savin s/ 3id net

Play & si niiicent 1ole, Wita Lhe ain o stimulste the
better utilization of Tixed ass:ius «nd 0 modesave Ghe
anterpriges’ requesius for investuent iunds, u levy on
Tixed assets /5 por cont on _o0ss value/ was intoo=
Qused in 1964, lue resorm oI wCOuOuAC suluasnce in 1668
mouliiled both the finuncin; of investments and the tasks
and responsibilities of jovernment investment policy. The
rmajor features ol these changes are deccuirsiization of
investnent decisions and vide us: of indirect seasures in
oxder %o chanell the enterprises® uctivity towacds the
$nplementation of the ob,ysciives laid down in the national
e00Nn0:1i0 planse

‘he idea was tast inveatmemts waich can ve decided
oest by state autiorities ure uo e rinanced primarily by
oudgetary ap_ropriations or, vy scabe loans, Investunents
whicl can uve evaluatad arna choosen Letter vy the onterprises

themselves, will ve rinanced irom interral funds su_.pleaented

by governmest credits. Tioush tLese Iorms of finsncing




Qirsap iroa each othed in Ly Tuspucty Several roprulations
8p,roximacely equalige ‘aeir ting) Consaguences op enter-
Joise Froriis, valng theip S I8 in a ¢ii)up rOsision ang
Create an equal inServst in tpe eCononic uwse of a1} thege
£ources,

Tae inveatoents o be decided 401N by state auitorities
and rin.need Ty bud S22y Zanis e 0% tw Tysess

/1/ lar.e indiviaual BLO;GC i wish sijniricant
influence on the structiry anc rate oF _rowth of the
whole sconoay ox ity 33jor sectors and

- IN/ lunp sums allccated to Objectives where tue

Goncrete individua) invogtuent serving the same obJective
and a8 8 rule being of similar character can be Gecided

The lurge individua) Projects uay Lave botn Productive
i infrastructurs] churacter; in the Iirst cate ory they
a8y oe establishment of now pluntg op Bajor reconstructions
and enlargements oy existing onog, @alification depends
Partly on the costs of the Projects, partly on thcir charage

investmerng common in their destination, 08tly in uifferent
Geographicel areas, of ven interrelated /048, housing, produce
Vion and distribution of energy, uevalopment of the network
ol highways, ets./,

The budgeta:y funds are .iver either as appropriation
O in rorm of scate loans with g gpecial re.ulation concern-




ing tue terus oi rejayment., “he .inancial sourtes of e
repayent zre dupreclatiorn vi.ovsnces and pare ve tue
crofits transferred inso tae duvvelopment .und of the
entarprise.

The scope v. ¢nterprise ucciszions covers ihe investments
deened nsoessary .ur iis owi develppment, primarily the
maintenange of the capacivy oi fixed assets, as well as
their continuous zoderniz:ziion, flexible adapt.tion %o
s08 Lurosbe? needs, improveusent oi prouuct range and
cuality, and iurtuer on cajacity expan: ion. These invest~
ments are to be realized frou imternal sourccs, the develop-
ment iunC of the enterprise supplenented by siate creuits.

The pro:it of the Bungarisn enteiprises is equal o
the sales receipts, less costs incluaing a 5 pe. cent lewy
on fixed and current assets and a 25 pexr cent coarge om
wa, e COSts. Leside these (eneral sontribuiions to ve paid
by all enterprises Lbere are specicl Surnover taxes and
subsidies, customs Guties, und yroduction taxes /to abaoxd
dif.eventirl rents arisin; irom extoaorainarily favourable
coniigions of rroduction/.

Profits ure to be divided /acesrdin, to the prepertion
of assuts and wazes wmiliiplisd by a -oefficient/ into o
peris and then tiese two parts will be Juued sepasately
and at airrecsnt tases. The amounis aster the deuuciion
of these profit-texes form a part of thae development
and sharing funds

The develooment Jund  is augmented also trom She
depreciation allowances. ihe¢ ruves ox depreciation are
centrally stated on vie basis of the 088 vulue of fixed
assets with a aifferentiation .y cite ories of fixed assets

ana Ly Lrancies. venswsuily /with soue va-iavions/ 40 per cent

of tue culculated aepreciation allowaicus urve due to the
swsie bud_ et and 60 Ler cent uay be revilacu and addeu o




Vol GLVGL0 weng LfalGe Tl Sihvel rive aug WO dirzice Lsron
its acvelopmeny .ung Xiest ios heeds 1o Current assets,
vie resicuzl cuip g 48¢d Jor inv.gtiop.s ainin; at
replacenment, Maernization ang eXvaision of Capacity,
The developnent Tund cay ce supplenmcnted by creditg
U0 be repaid 1ager o .srom this fund, dediuaetory creuits
art % bz repaic usually within P54 ﬂig-‘aem Creaits
within © years, “he eonuition for Coenting mveatzaeutsereditl
s . ~ . , _ is lied ¢o credits
+Or wdlan-Yern is coegit woriainesgs. “ﬁ% 40nG-terzy 38 well,
‘WS 3 preserinsg alnioun level of Proziitavili.y of tie
investment. Claing for lon; —teom Credits meeting thig
Tequirement co.pete with each other, They will be evaluaied
4R0 ranied primarily uy Profitubility and terms of repuy-
@8t orfered byt P¥fereices wiil ue taicen into consider-
ation, too, Prioriiy is givar to aprilcations wuich suen to
rounce tha objectives «ormmlzted in the hational egonomic
wlan and in additicn ;ive srlorivy o invisinents whieh
ale 1oL JroZiteovle, and S<ORUSC BROrter tine ol recoupment,
The invectaent projects ao no cone fion enterpreneurs
but ezer e and vill be foruaiated ip the process of planning,
-aCre¢ononie Planning reveals imVaiances, lagk of Capacities,
need for developaont which L8rtly cun be  met only by
invest._ent, Ideas on productive invesinents arise in the
Secuoral planning Fron aifierent ancles: in orcer to increase
ouvput for domesiic oy «oreisn WReidy aiming ay insroduciion
9L new PIoGUCts, nuw techaomsiea, r ex.ort Fromotion,
i port ~ubstitution, eic, Prososals of enterprigses concernin;;
witi projuots to be financ:q by tieir owm fungs and ihose
sonnected wviip request :y; vud et Soriopriatisn, loam op
Credis, will be ialen also into account, The need for nop-
droductive investnenis is the outcore ol 3 cizilap work
analys:ng Tequirenints and possibilities of development
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ol health, @ ucation, wusing, etc,

Investaent proposils and projects will e wnalysed and
evaluated as 4 purd ol tne fverative procyss oi macro-
@cond .ic lemning on wiese luvelss on 20oject, scecltosal
sod naetional scononic level.

Project wsvoluavion qt ~ierprises ig based arimasily
on c.miwarcial oodituuilicy, s.hile swave autnoricies look
at natlonal econdnic gwo.;i%gls.iey. snterpriscs mostly
usd aouadds of pay=-wack veriod, uverz e reiurn on épvestment,
and/or discountcd cam rlow, ..nalyses of national uconomic
profivavilivy .. ke use of accounting prices boti for measure
in, ipput and cutput and inteixiependences as well ss social
preservnees are also toksn into considerstion. Im*‘:we‘eieas
decling vith macroecono.ic Planning spzlyse amd avalmﬁ.
sa3purstely only tile asjor ;.“o;%ec ¥Se

On the secisral lavsl a preselection of prcaecf;a takap
place, combiued with tie narionigation of the difierent paris
of the sectoral pian /production, manpower, mateiial supply,
8%c./., at chis s.oge che working links s witia the sectors’
entarrrisos, with Luyers and suponliers wre of utaost import-
ance. Tuv SeCuwdral invesiuent piuns iucluse volh e pro-
Jects elaborated separstely and the o regute fia'a:—?sa' of
the ainor projects. .8 s rulc tite requects for investment
funds eéxceed the available resources, *os nationsl econoaie
point of view the draits of the sectorul investment plans
- and the mos® i.mortant projects submitted invividually are
to ne @valuated on the ome hund vy the ceiteria of tne
dyna.de eguilibrium of ¢ie econoay, on tae other nand
according %o .8 prioritive laid uown in the lonz=-tarm
plan or >tuer docuuents of economic policy. Decisions
will be taken on the toi.l awdunt of investoent, on the ,
gsectoral distiribution of investnent, on the major ipdi-
vidual projects /and lump suas sllocated to objectives/,

3
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Sn Va8 rinance of investmeny upg in necium- «0d 8hoote
torm plans 20831y ulso on so.e 0L janizationa] Qeasures,
Territosial councils ung enterpr35us bave Sheir own
investmens plups, ihgse plans ure baged °n the unalysis of
their needs rop investaent, of their internal rinupeis)
Sowrces and of otuer Lunds /budgetary appropriations, loans,
credits/ already granted or ex.ected, 8injle projecis will
“@ evalugieu “ilt raaced in ige Conuext of the drart or tue
Consisiens plan Cavering all iuporiung aspects of e |
Councilsg’ op enterprisesg? activity, it thig level decisions
=28 Gulen aLout uue totil cuount of inventmsat, abous conc-
rete projects, end about questions of {inancial poliey,
teshnical and organisitional 8 asures,

The wsjor sectiong amd inuicstors of the plans will be
presented primarily on the basis of the curcent /Pourtty
Yive-year plan for 19711975, Soums Pearks on the convent
of toe long-range and Siort-term plans will be agaed lator
Ol

“ae Yourth riveeyear plan sop 19711975 wes enacted
Uy toe dungarien Parliauunt ag Law 11/1970. The text of tuis
Law consists of tup purts. Chapter 1 of Purt Ope formulates
the busic objactives of ihe rlan, including ihe General
«ias of economic poliocy, the main figures of growth and
useé of nation:l income, tae wain developmunt set ior pro-
duction, living standaad, investment, scicnce and rdsearch
20iicy. Chaptess 2-4 gas) in moce detail /MM targets
for the ueveloprent of industry, agriculture, and communic-
«tion, by maéor VianhCnes, Yul 6es wnd odiuelines ror nome




$r.ds wnd Lourisa are sosmuleiew in chapier o, those Lor
interrstioncl cooseraucion .nd Loo.iln uoaGe in oshapler 6,
for uuaployaent, ircomss und living comallicns in Lokbuer
7, Zor xre_lonal developueni in shapbur Ue Part W0 fac~-
aalates uiueliues .or she scononic sejultos, £or price,
inencisl creullt, rorci_n Liwe, we_e ana eeiiorel policy.

These Wulh var_2ts usnu Lijuwxres wcoub tae grouth and
structure ol Lhe coonomy ond princijal cuidelines oo tue
aifserent ficlds of econouic poiicy are uLaLsG on wevaileu
ubslyses znd calculutions. Lhe moat iupori-nt results of
these wunulyses und calcalaiions are summarized in two
documentst one of tiem includes Lue figurcs in the consistent
systew of the plen indicaiors, tus sccond is the regolution
o the Governzent wibi. concoele measures neeaed Jor the
implemeniovion ol tre plan.

The document sumarizing tie basic cslculutions of
gue plan concists of 1) parsius as followss
1. Summayy 2i the vasic indicetors oi the planned econonic

growths , . : | five—ymar periods

- prates ol _woweh Lor the previous two/and 10X Vo6
planned ive-your serlods/indicators on nuilonal income,
consunpvion, acyumnlation, yersonsl invoues, ciy loyment,
production, traGs Lurnovus, invesiuent,
| - charseterisuics of tue patiern of the aconpomy
/peroentage fi_urcs on uie puttean of pstional incoms,
industrial and sgricultural output, retall crado and
forcign trade, -3 loyment, investuents/.
2. nmployumenis

- gg_regzote DEAROUGT LRLILCE 0L ¢ GCONORY ,

- numoer va _8cedons Supleyed LY wa o dranches of
the ccorony and by cuale_ories ol ¢..loyees.
5« Sociul prob.ci anc nsuional incomes

- o4 e_ale balance ol socaal roduct / ross value
of out:iui/ at cursent and consuunt priees,
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= aggrec.te balance of pa ‘donal incoms g - current
and constant prices,
= additional data adout tie use of ¢ne Retional inceme,
- growth of productivisy in the W0  previous and
the plapned Live=yeur periods /in industry, %onatruction,
and acriculture and the total sounomy, neasuped by sosial
product and natiomsl income T person en aged/,

~ LI088 valuwo of oulruv at cucrens and coustans prices
by mejor produsts and Uy sestors 8000.4ing te o Rerohipy

= peresntage fi;ures chasasterising the pattemn of
the industrial output by brenshes and 3e0tqrs}
< deusstic production, Liyers, domestis use and
®xport for 93 produsts /208ty in physical unite/;

= Der capita production and Sonsuption /ugse/ top
Mjor products;

- 25 “technioo-econoais” indieators charsoter
differens aspects or teciricul progress;

- the pattern of ensr:y consun,tion,
5« Constructions ‘

. ™ gFOB8 value of output a: curpens

brices by 11 cosponents;

« indicators op oueing congtruetion,
6. agricul Sure;

= &0088 wlue of eutput oy constant prices, plaas
oultivation, animel busbandry and totad;
®xpors for 12 major products /ia nuysicel unite/;

~ use of land /and sowing/ area by wajoxr sctivisies;

= average yields for 2) produsta;

= stook, .roduction i vodustivity indicators of
the animm) husbandry;

and Sonstant
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- 9er unit area and per capita indicutors of
the agricultuml o ductions

- indicutors of nmechanization und other measures
of écvclo;;ing as-iculiure;

- Andicators of gilviculture and water supplies.

?zeaagart and communicailons

- indicators cf the volume of transport ol
goods and pastengers; |

« indieators oharacteriging muawnt and technioal -
eaw&epaea&.
8. Retall trades

mugby?ﬁaamax goods a%mﬁaﬂ

. Wm w 51 subgroups of gam at currens
- prices, |
9+ Intomes and eanams.em

« balence of incomes and expenditures of the population)

- personol incomes ut the enterprises;

- Zoai Vages and incowes; .

- pattern ol consumption according %o d&ﬁm
lassifications

- Sotal and per cupita consuaption of major produsts,
per capita stook of consumers® dmm;. 9t industrial
pervices.
30, Housing, Mth. culture and Qéatt&ea. .
11+ Toreign tredes

= exports and impors ia Zorints; in rubsls end

in dolnrs by 5 groups of goods aid by )2 brenshes;

« exports and inports by major products /about
2050 products eaea/.




12. Investment ana inventories:

- = investments according to ueir "naterial compo-
8ition" /oonstruction, mack Ty domestic and iuported,
o%hex/, by Zinancial sourcee, by brancaes and by spieres
of dnuan-hkims o ,

« balances of enterprises’ and local councils’ develop-
Bent Junds; '

= Ero8s value dtmaezﬁzdmuwmm; |

= total ‘value of inventoriss %y brenches,

£ ﬁa‘ﬁw tﬁf& Sié%i':,i deve % projects ,

= 0P tos 1,0 investumni Hojeots an
~ rants, o
"= for re;ional developmens, and’
= for the aajor economic re ulators,
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The four central development projects in the Pourth
Live-yeur plan concera tug poduction or puolic coad
Vehicles, the inoreased use o natural gas, the aluminium
industry, and the use and produstion of conputers. The
bumber of amujor investacut yojeots individually approved
amounts to 100; usually the starting; and tie termimal
Yoars of the comstruction, the total coals and the expected
inoremental cepacity are sta o Other investment grents
are allocated hy oojectives, by branches, or mini wwhes.
HATARG DOt Drefits, the rules of srediting, retes of

Toved o8, but iv-should somsist /similerdy to the medium~

Serm plan/ of a dooument listing the aain tergets and guide-
14008 and of an ennex with deiailed Yigures, The anousl
Plans /also memtww?ymwmm&mm
the resolution of the Government ineluding the majoi
Sargess, guidolines and polisy msesures and en annex

with detailed fizures a000dii; to the stzuotwre of $he
mediue~term ,lan caloulations, ‘




Mough @45, in the comprebensive plan unasr indugtry
ondy the production Saryets ard indicutorg on Joreiin
trade, on tue use oz industrial porducts and og tech~
nical progress are listed,  the plen of the sector
industry - for lomge, mediun- and short-term - ‘
imeludes a consistent aysten of irdicutors with & number
of interrelated scctiong on
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8y By produetive seciorss
- indusiry
- Maetien

m:
- moans of mti&a,
- conauaption oods.

salences are Lue main instrument in nun arian macro-
econonie plsaning Jor uaruonizing the different parté and
tar,etle oi Ghe plans, irom the severul iy es of balances
used four are o uve mentioneds
the syntnetle baiances,
toe inputeoutput Loliunees,
the .roaust valances and
tie Jinanciazl balances.
, m sﬁst iusortont uwynthetic balances sre the valanes
Weisl product, tue vulerce df nutional incoms, and the
) ﬁ mpam; On ¢he one side of the scale: e
are indiested by najor items, on the cther, the uses. : '
%i ypical pettesrn of he balance of sosial produss
Yy &ross v.lue of output/ is as Tollowsi

¥ ﬁnﬁhuaut /by sestore/
- of xaamm £00ds,
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loth vslamces are elsborated 8¢ owwent und constunt prioces,
8000xding to the iPs /Zaverial Proaust/ 8ysten, whioch does
inolude 08t o the tertiary activities of the SiA system,
%% Balance of national income sets the basie proportions
of the plammed economy: on the “sources” side the propor-

She sourees and uses or Ronpover at two dates: on She




characterizing Lou.. e at.e.. 0 SOUWrCaE anu uses
separately and their wajor interrelationscips. o tae
aanpower ovalance enploywent /purticipstion/ ratios re-
lited Vo total populution ure wlso added.

Irput-output balunces will v: coupiled according
%0 sas usuol opem stolic type, at current yoicese In the
tesiinologloal &trix 20-50 s:clors are represenied. islue
8GA0G i3 Ddroken down inko u nunber of couconenis and im
order $0 Xacilitate further caleuiaiions, ii ures on mp=
loyment, fixed snc worsing assets by seotors are also udded,

Produet bulundes in puyiical units are ireditional
00ls of wacroecononic plannin;., dowudays they will ve eal-
eulated in iun;ary apyroxinmaiely for 150 products, in the
+s0ra as s+0llowst | - |
1/ Domestic produciion 3/ For productiom /by sseto.e/
2/ Inport : 2/ ‘or conau ption /prives

soeis)/
3/ Otier sources 5/ Investinsnt
4/ Caoanzes in stocks 4/ Sxport
~ Inputeoutzut and uroduct balunces cu;ilemens She

synthetic ones on socisl uroduct and nationsl income. Spas
time: ‘ot.cer sup:lementary bvalances sxe ¢ .lculabed, oo, an
@se Dulazuce o .ational wealih, thut of Liwed assets, of
working assets, dalance of tae veuisizibubion ol national
incoae, eto,

Financlal balanges caduld xuciliiate vae unalyeis ok
S8 iipapeis) ecuilibrius o the plenned yrowbh of the
coonomyy They Deflest tue Iinungiel aspucts and izpacts
of the plunned roul wocesses. he most fgportant finan-
ciul balauces v che Lalunce of incomes and expenditures
of the -opulation, tnat oi inteinational payments, of
eredits, of stade tud.ey «ndé Lhe syrishetic sinoncial balances
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The structuce oy uhig latier one con be illustrates oy
the ...ol.wx.i.. 8Cueng e

13
¥ Imomeﬁ of stste buczet, 1/ bud;e bary Xpandisures for
Iroh - stuie~owned ente:- = financin; investuent,
prises,
* @0operatives, ~ subgiaizin; ctatt—anea
] BRY Qﬁgﬁl?‘i“.;
- suuami:ug cooperatives,
C pRCmeits, - budgetary !aati%aﬁtm.
* dbudietary instie = inbernaiional peyman:
- ‘batioms; o 'umﬁw«,
= othurs,

S’m 2/ Sredits, Tor

deposits, - inha“&itaﬁta,
- 3&%3&&&* cash, ‘= 8tzle-owned enterprises,
- -enberprises? deposits, workin: ‘agsets,
'+ enteryrises cssn, =.%0peratives, w!ﬁw
C . mo éemsiu, asseis,

B - ‘ =~ investoent,

‘088 workin: linica es ang ea Iﬂi
afoution &Bﬁ smauim variants, ﬁay
nsiderction so sany mampew

$¥8e Oo.puter eclculations play a
¢ auxilicry role but still oan tﬁi

Wﬁ "tmﬁitieml" Planning,
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i _jnternat: >ual compariso: s

The lﬁlﬁﬁﬂlw of Huamarian plaaners about the fole of
forecasts bas undergone sowe changes. Frow-
viously the view was expressed that the sceialist planasd
eoonony bad nothing tut plans which differed from She
progaoses by not oniy outlining the feasible pattera of
fubure development, dut alse/Projecting She conditions asd
atasures wheredy the realisstion of the selected develop~
NSNS pace could de ensured. Today's opinion inveriadly
mkmmm betwosn progaosis and plas, bes coasiders
m m mm muum 1a mmm. mrall
ROSt hdp te umm possidle and prodable m
mm The plan will have thea to select the woet |
suiSable one therefrom, taking into acocount She conditiecns
asd msans, $00, of how to realise this developssns, amd
defining the weasures needed to ensure isplomsatation °° Wil

In the verious areas of preparing prognoses Nungary
has most experience in draft .ng forecasts ¢ 1 population
ond msapewer strustude. Such ferecasts m
15 %0 30 years dave been regularly meds for quite soms
tine and represent one of the fundamensals for |
plasnieg. ochaiocal development studies covering m:
10 %o 20 years adead bave sisilarly deen prepared regula

*

for soms time now. They forcast weill trends Wﬁl
by investigations on the possidilities and preconditions of
She Rungarian development. These are prepared moetly by
the Natiomal Board for Technical Progress and, ia & smsller
aumber, by tae different ministries with the co-operetion
of many experts of emterprises and other institutions.

In addition, medivm-tera prognoses are regularly prepared
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on the growth of foreign trade, including the developuent
of the volume of export and import, as well as prices and
Serms of trade. Porecasts are drafted also on the deveélop-
sent of consumption, with respect to the various categories
of the population, regional wiits, and the development
requirensnts of the infrastructure, Earlier, such progaoses
ware prepared mainly for medium-term; but the 1971-85
long-tera Planning work has extended them to a longer time
period, (

Short-Sern progmoses, too, are prepared for prodwstion,
8080rs of ¥he econonic equilidrium. Pere of the long-sera
PRognoses correspond to the Planning period /recestly 15
Pare/, But may Do extended if the nature of She process
¥hus forecsst requires. In sccordance with the plamning

PPOcess, mediun-4era prognoses cover gonerally S yoars,
and are superimposed o: the long-Serm plan and prognoses. -
Proguosis methods bave undergone o signiticant develop~
mnt ianm yoars. Iaitially, wostly only various
88 0.8 time sequence analysis, correlation and regression
Aslyeis, Sconometric mthods, special surveys collecting
Jexprise asd population opiniocns, and organised
. ®4 %o promste intersational co-operstion in preparing and
48 a rule in preparing forecasts, paxrticularly ia
countries which do not renk among the most developed, data
of other countries and imternation) cosparisons are widely
used and these orient planning from seversl other aspects
a8 well. About 10 or 15 years ago, such comparisons




covered acre or less only the per oapita production end
consumption dats /expressed in physical units/ of She
Bajor products, and certain growth rate figures. Receatly,
however, the reguiresents °f such international com~
parisons have been considerably increased, According to
the general opinion, the situation of an economy at a givea
time, its development during the past period, the growth
rate characteristic thereof, and the structural changes
can be sorrectly evaluated only on the bdasiz of intermatiomal
comparisons. With respect to the further development of ah
econony, it seems to de similarly important to leara about

- the situation and structure of the awre advanced countries

and, in ordsr to assess the projected growth rate, %o
complete its evaluation as reflected dy the past experiences
and future plans of other nations.

~ Haturally, plenners are convinced that the
development of the country cannot be outlined werely on
the basis of intermational amalogies but planning consists,
essentially, of finding where or im what do we have %o
deviate from the general Gevelopment trends, with uw
oot only to the geographical environment, level of develop~
aent and other conditions of the counmtry, but also S0 is
social objectives. lmternational analogies can render caly a
starting poiat for outlining the pace d development the
country can follow. Evaluation of imtersatiomal experiences
should help to arrive at conclusions on how to avoid certain

negative experisnces, leap over certain phases of amm, '

end how to make the whole development process such more
harsonic.

Development of the intermational comparisons proper
is manifested in Hungary both in i; extended scope and
{mproved methods. Thus, today, international comparisons
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cover, in addition to prodaction and sonsumption, the
Various structural charactoristics of the economy, oo~
parisons of Productivity as well o téchninal Progress,
& great oumber of social uroﬂueuu, and aia not only
at recording faots dut also $he discovew of sertain core
relations. They study, for *Xample, the correlation of
the pattern of the soonomy and other characteristics to
She por capisa aationsl fncome level, wish TeEpect e the
8180 and other features of the coumtry.

Efforts to.isgrove the Wthods are ssnifes od, among
Buagarian statistiocs are adjusted so the sysben of She
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*

bilateral productivity and multilateral imput-output balance
couparisons initiated by the 1FC, Following the creation of
a suitable statistical basis, the main endeavour aimsat the
economic analysis of the international data whereby the
regularities of econemic growth might be better understood,
and their utilisation in planning inoreased.

5 o s

Iafomttaa is m nost fmportant basic element of
plasaing. Thus one of the most important duties ia the
organisation of plamning is to ensure the "productioa",
flow, and processing of information. This, in Sura, requires
labour division &nd connectiom buildup smong the variows
erganisetions engaged ian plenaing, and withia the individes

4. Information required for plammta

erganisations cogoern
16 Dess prodused apd tressaitted withia the exiss
taforaation aystewm, with appropriate leﬁtﬁm onl ﬁ
coapletion, or else very such parallel work night be indueed.
Organisation of she information flow is preceded by

*he construction of She system of informstion "preductien”.
‘T80 maln sources of imformation are represeated by ssasisvical
aad scoounting figures and by iuntelligence on Sechaical and

~ Ia Rungary, She system of statisvical date aoliectien

ia contrelled by SBe Oemszel Statistical Office, with the
co-operation of ail 'ﬁn mumm affected, In mu ;

upon by the Oondrel m Watistical amea.; ta
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With the State Planaing office,
Tequiremenks o Planning as well ag to the existing
meMlogu statistical standards and surveys,

After completion statistics are then rénuarly publisheu

with the wost important latercational statistics] data,
Accounting and balance data are collected and made avajl-
able . ’the competent Planaing bodies by the Ministry
of Pinanobs, o | ‘

The Systen of techmical irformtion collection,
of She Mt ;: ",'itr

with respect to the
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by collecting and processing opinions of the populaSion

and the enterprises on various prodleas, snd forward the

respenses to the coapetent authorities., The nuwber of

such surveys has been considerably increacsed in recend

yoars: both the various population groups and ¢the enSer-

prises are regularly interviewed on the prodlems She

econonio and politjical managoment is nost interested in,
Statistical and documentary pudblications, as well

as other written inforsation are further processed by

She plaasing organs, The results are then either recorded

ia the form of mew documentation, or iafluence whe attutudes

ﬂMGWM,umﬂm.MMJ.h

ifested a the dsteraination of tw targess aad iadicatbors

mtm tt;‘ ond on fh W&u of the peried , "
This 15 folioned by an exchange of iaferwation on TR MU0
rma. the poesibilities and contitions of Py yare oveley~
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Reat. Approaching the last phacse of Plaaning, the final
step 1s to exchanze information on definite plap concepts
and figures, work will be focugsed on theip Co-ordination,
and the various forwa) methods of the latter will be Shruss
iate prouinence.. The system of this activity is developed
by the State Planning Office,

An iaportant part of the ¢xchange of informaticn is




On the expected development of the relations with
Western and dsveloping countries, the planning bodies
collect i{nformatiom through channels like intergoveramsmtal
negotiations, foreigm representation, foreign trade companies,
euterprises in cemnection with partners abroad, e$o, Infora-
ation thus cellected is then exchanged between the ceubrel
plamning organisations and the enterprises conocerasd.
The enterprises compose their respective plass ia
final fore after Shey have been iaformed on the Sargets #f
the natiesal ecomomic plaa. Aa fiuformation material feo
Shis merk, now Shey have availadle not oaly the natiomsl
econonic plan preper as ipproved by the Parliamsas o W
mm -snm. but also its great mn
M salculation appendices, Shes vari
iau. -.u umm:-m 1mm Lons,

20, hovever, m m ta xﬁzm /a8 nﬁw
mmn 1eavn meve precisely about thw e
&“tﬂﬁﬁ:ﬂ't km:mmmmmm

bed, Theoe, ia turn, represest inportant inferwsbis
for ﬁn msh- of She expected acocowplishment, as iﬁi
as for drefting m ﬁa for the nexs period.

preseat, ﬂ‘inisa used extensively for um




and planning. This i valuable assistance both in
attempting to perfora the treditionay

8 oams o' Becter ‘amually. The latter are
810 comtimuously by olininating the price asd




organisational changes. Sectoral and product balances are
also being prepared /the latter msinly for price calculat-
ions and modelling/, and also the conversion of balances

&t national curreancies inte world warket prices was carried
eut: Usually static open type balances are set up by detaile
ed breakidown of the bottoa and lateral wings, and by cosplet-
ing the former with labour, capital and other data, T
Central Statistical Office is dealing with calculations of
dynanic input-outpus balamses. Inpub-owtput dalence has
been produced by soss major enterprises as nu.

By saking use of the input-output belamses, an incresnsd
sumber of sueh more thorough analyses are bdeing completed
nowadeys, than before, on the iaterdependsnce of She ees
with a clearer picture about these relaticts. Analyees '
of S0 use of total input coefficients effered furthes
application possidilities for studies of $he Mm t
She price systen 88 Well as on relative level and changes
in tiwe of labour and total productivity, This methed was
often employed for ecomomic efficiency calculations, for
evaluating comparstive aﬁuntma of tmua trade Srans-
actions. y
M—mﬁeplamm&h!wmﬁ all she .
m&m« of such gsnalyses, while in direct ﬁm&g "
input-output interas are used meinly for checking ®he
figures of the different parts of the plant produced other=
wise and separately as for their consissency.

AR isportan: field of application of Mtﬂﬁ
mthods s progreasing. Iaitlially, sathemstical progre:
was attempted only im enterprise sad sectorel plamning,
but ia the prepsretion of the Fourth fiveyear plan atbeaphs
Were extended to make use thereof in nationsl econszie plan~
ning as well, within the so-called two-level vieoning
systea,

) ek 5
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Dealing with mathematical Progranming methods has
rendered valuable assistance in systematization of the
procedures and requirenents of nplanning, ths exact

Tunctions, constraints of plauning. The actual accepbance
of $he results of thieecalculationsis inpeded by the
frequent difficulties 1n providing  dasic calculation
data. Practical professionals express anxiety in connection
With the reliadility of these basic data, their Dscessarily
oexteonsive aggrezation, and the assumption of liosarity,
AlShough this Sype of progruaming has Ereatly helped the
Plaaners, adove all thinugh the oonsitivity analyses, at
mmmemmmumumamw
SPedisioml planning Sechaiques. Applicatioa of $he =mth-
BRiAly for & siapler production of the different variants,
Puarther asbitions forcsee BoXe extensive use of
®athesatioal methods. Thus, Aaong others, the idea to
SRSSTuct planning models for the Sarval plans asd sedelling
B8 Lapacts of the "ecomonic Pogulatqrs” is being dealt

ut&.mmamammwumumm

e




At enterprise level mainly linear programming methods
have been widely accepted in annual planning for the pre=
paration of production programs. A relatively great susber §
of compsnies conducted experiments to draft their mediue- “
tera plans *h/heh!p of mathematical programming. These ex-
periments pointed out $he lack of an adequate data basis,
and emphasized the demand for the elaboration of mstheds
guitable to deal with She necessarily high degree of wa=
certainty.

e T

m lmhn m ed' economic guidance mﬂ
to ensure the implemsntation of the matiomsl econ b P
instead of M& down and assessing the aggre “ 9
of the plan to sechers /ministries/ and cmtm,\s
ingentives and regulstors which should fnduce all econcats
uaits to draft and fulfil their plens in harwouy the/ShEyete
of the natiomal economic plan. The central agencies are
entrusted with certain compulsory duties withia the plaa,
Just like councils and emterprises, too, have am&bﬁ&t&.
but the latter prepare their plans indepeondently Aand primeri
the exchange of iaformation, aod She systes of inceaSives
and regulators must ereate the appropriate comnection Yotwies
the different leveh of pleans,

The fulfilmest of the plans is carefully followsd

by Ueatrel Stasistical Office and the State Plesaing

Office in gonerel ead, over Sheir professicmal areas, Wy -
the "branch™ as well as functional ainistries, and astieasl
authorities, the councils, and the enberprises propesr.
Current inforaation en $he implescntation of the natiemsd
econonic plan is offered dy the highly advanced statistiond

system but in addition the Btate Planaing Office, toe,
bhas the duty of paying strict attention to the process of
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plan accoaplishment, The Hungarian statistica) systen
collects detailed data aonthly, quarterly, and particularly
for each year /in the field of economic statistics, there-
fore, the periodic ocensuses in other countries are of

Bo particular significsnce/, Date are published by the
statistical seryices at & relatively rapiq rate, and
disseainated through a great number of pudblications
ocontaining sconomic analysis as well, The Centyal Btatistical
Office has also a separate Economic Research Instituse ‘which




and the sharing fumd/; and a thorough aialysis at the end
of the year om the work performsed during the previous anavel
period, as well as on the expected fulfilment of the mediwm~
term plan. Development of the profit amd the shariag fund
created therefrom is watohed with particular attentica dy
the enserprises since in the Hungarian systea of economis
guidanse the perscnsl incomes depend, to & great oxtent,
shereca. Nowover, She enterpris:s must not adopt undue
asans $0 iscress profit; this is controlled by several
Asserdiag 5o the general ides of the new aystes of

escononis guidance, a direct imterference with the aﬂ!&t}
of S0 onBerprrises is pestricted pueferably to the Narrgwesl
poseidie ssepe. Maturelly, however, if the safety of 4 f;;ﬁjff:
sstiemal supply, the equilibrium of the foreign trede Yalamse
‘oF any other fundamental laterest demands, the enberyrises
SAy B¢ given direct imstructions as well. A basisc evalunttes
of She emterprise activities is perforssd ecach ysar, whee
the oceapetent ainissry will assess the work of the conpaniss
in a comprebonsive manaer on the basis of stutistical ol
seoouasing reports, and supply ' the aterprises with aew
guldelinse and suggestions for the mexs period.

On She sxpectod accomplishmens of the maticnal om
AR & mam saglysis is made in the second Mif of eeel

; &. &t the- m !hm. e mu tn *he
mmmmmﬂimautbm pe
requirensnt, adhorence So whish is very carefully
Probleas in $he scoenplishasnt ctmnummm
analysed mainly during the approval of She sucoessive anmwal
plaas, eladoratiag at the same Viae provisions to ensure the
realisation of she mediun-term plan projections and, if
issvitadble or expedient, certain modifications of these
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mdiva-Sera projections. For th: control of the reallsatice
of the long-te~a plan no standard practice hag been develeped,
as yot, bt Shis provably will be connected to the amalysis
of the realisation of the Redium-tern plans, amld ve e
mﬁu of the same for the next period, ,
e 1s Tal endeavour to maintain ¥he seq Maie
pulates WMaged Lfor the entire period of She Pelowau
five~goa; Q%n. .wwm hvhﬂa ﬁu thin m m






