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National economic planning in socielism and the comprehensive
systen of production and investment planning in industry at
the level of the nastional economy, the industrisl branches and
the industrial enterprises as a component of national economic
planning (long-term prognoses, long-term, medium-term and an-
nual plans)

1. Planning and the planned character of development constitute
indispensable components and characteristic features of all
rhenomena and processes in a socialis! society. This applies

to the development of the productive forces and the relations

of production as well as tc 211 spheres of the social super-
structure (the state, social organizations, ideology, educa-
tvion, culture etc.).

Planning and the planned character of development in the most
comprehensive sense represent characteristic features of so-
cialism.

These characteristics of planning and planned development
evolve as the transition to socialism proceeds and as the
building of mocisliem is being increasingly completed. This
development involves creating the presuppositions and condi-
tions necessary to develop ard improve planning.

Some external attributes of planning - particularly those re-
garding the instruments and mathematical-economic techniques -
may already develop in social systems prior to socialism. How-
ever, the social and economic benefits that can be derived
from the application of such instruments and t-chniques are
limited, if planning is understood exclusively &z the applica-
tion of any such techniques and if the set of social, pclitical
and socio-economic conditions renders planning in a comprehen-
sive way impozsible at all or restricts its application.




2. One of the general tasks of planning consists in elaborat-
ing the objectives as well as the ways and means of future eco-
nomic and social development.

Though this is a perfectly correct statement, it does not com-
prise the politicai and socio-economic content of planning,
moreover it results in a number of conclusions which are of
general importance for planning the nationael economy as a
whole as well as all its elements:

- A scientific forecast of the objectives as well as the ways
and means of future economic development is only possible, pro-
vided that the laws underlying the social and economic develop-
ment are known and increasingly made the subject of scientific
investigation.

That presupposes recognition of the fact that such laws exist
and that it is posgible to understand them with a view to mak-
ing conscious use of them in planning the national economic
development.

- To recognise the need for more detailed knowledge of these
laws makes great demands upon analytical activities.

Analysis as an integral part of national economic planning

must not be restricted to a description of the current devel-

opment of the national economic reproduction process and all

its comporents (in its relevant aggregation or desaggreg - tion)

and of the level of development achieved so far (in particular

by means of relevant statistical indicators). Analysis has to i
answer the question about the reasons for this development, it

has to provide as full explanations as possible.

What particularly matters is the investigation of really exis- _
tent and essential interrelationships of cause and effect and ’
the factors influencing these interrelationships. l

In order to reflect these interrelationships and their changes,
national economic analysis has to utilize a system of qualita-
tive indicators (coefficients) as well as methods of statistics
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anrd operations reseerch (e.g. snalyses of correlation and re-
gression, factor analysis, input-output tables etc.). The re-
sults of analyses enable economists to arrive at conclusions
for the future development.

- The knowledge of causal and functional interdependencies in
the process of reproduction as well as their changes, which is
acquired in this way, comprises the totality of the mode of
operation of the laws to be described; it does not, however,
give full particulars as to the concrete operation under given
circumstances. Information provided by analysis expresses but
tendencies.

Consequently, planning based on these tendencies could nrovide
only outline trends as to the economic deveiopment. For de-
termining “he targets this would necessarily involve taking
into account comparatively large tolerances. The range of
tolerances would tecome ever larger a8 planning extends to
cover wider time horizons.

To some extent, such a procedure is justified in drawing up
long-term plans (15 - 20 years), and in formulating the first
draft outlines in the case of medium~-term plans (5 years).

On the other hand, planning cannot be restricted to devise
such tendencies.

- Analytical activities have to reveal how the concrete modes
of operation have affected the economic laws and to what extent
these laws have made themselves felt quantitatively under given
circumgtances. In addition to that, economists have to study
whether, in these modes of operatior, there are any changes
apparent which may have some importance for the future opera-~
tion of economic laws.

Thus it is possible to draw conclusions for the future economic
development, which in turn makes it possible to reduce the
ranges of tolerance in rfixing targets.

\n
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At the same time, however, we have to recognize that a

stochastic element is inherent in 211 processes of social and
economic development. The demend to fix target function in
any case and to meet exaggerated requirements with regard to
accuracy is not in line with existing conditions.

Orientation data for loig-term and medium-term planning which
have been acquired in this way provide a sound basis to de-
velop and perfect the pattern of standard norms for planning.

- In predetermining the targets of economic development, the
ranges of tolerance can be further reduced by taking into
consideration information on such processes that were started
in the past and will be completed only in future; attention
should also be paid to such processes which are characterized
by continuity and long-term effects (the development of sci-
ence and technology, population growth, reproduction of fixed
assets, implementaiion of large-scale investment projects
etc.).

The imgzact of decisions taken previously with regard to plan-
aing is the greater, the shorter the period is which is cov-~
ered by the plan.

However, such activities are always likely to be selective

in character and have to be limited to the major links in the
national economic reproduction process.

- Lastly - and this is a point of vital importance - the mental

anticipation of an eccnomic development that does not yet
exist in reality has to be accomplished bearing in mind the
goal and the decisive tasks of overall social development,
to complete the building of socialism and to gradually prepare
the transition o communism.

The unity of the goals set and the means applied to acliieve
the objectives of social and economic development are ex-
pressed in the main tasks as adopted for example by the XXIV
Party Congress of the Communist Party of the USSR and the
VIII Party Congress of the Socialist Unity Party of Cermany




in the German Democratic Repudblic. The conscious manner in
which the major tasks were drafted, substantiated and have
been implemented in planning expresses by means of planning
the social interests of the working class and those classes
and social strata in alliance with the workers.

It goes without saying that these interests are linked with
the obJectiveiy existing laws of social and economic devel-
opment, but, at the same time, they are also directed at
making conscious use of these lews in the interest of build-
ing the socialist society.

This shows clearly that the subjective factor does pley a
role in planning and why planning is a task of vital politicsal
importance.

Recognising the existence and the operation of this factor .and
the necessi’y to take it intr, account in planning, we realize
that the ilea of reducing planning to-a sequence of mathematic-
al operations is not in keeping with reality and is, there-
fore, bound to fail.

This does, by no means, exclude that variocus fields of mathe-
matics may be usefully employed as instruments in planning.

3. The tasks of planning as a real social phenomenon under
socialism are not restricted to predetermine the objectives
and means of the future economic and social development.

An essential feature of planning is the organizing and mo-
bi.!izing role it plays -~ in the most general sense.

Essentially th' objective foundation of this role of planning
is based on the mode of operation of the economic laws of
socialism:

Economic laws exist and manifest themselves in the activities
of people and in the relations into which they enter with one
another in the process of social production and reproduction,
and which are of basic importance for all spheres of social
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life. They are expressed in the indivi<ual activities of
masgses of individual personalities tha: society is composed
of, as well as in such relationships tetween peorle that are
typical of the society concerred.

Hence the utilization of the economic laws of socialism in
planning the national economy demzr.ds

- to start from such social patterns of thinking and behaviour
as are typical of socialiazmn and

- to exert influence on these patterns of thinking and be-
haviour in order to provide & larger scope for the economic
laws of socialism and with a view to ensuring ever fuller
compliance with them. This aim is t> be pursued in con-
junction with complex, scientific, political-ideological
and professional as well as technical education.

This leada to the following cc.:clusions necessary to under-
stand planning under socialism:

- The elaboration of the plan has to incorporate not only all
the knowledge, experience and interests of classes and sirate
of society as weli as those of large work teams and the people
that they consist of but also the elaboration of the plan has
to be borne by the working people themselves. This includes
the representation of the interests of working people by the
central state planning authorities as well as the submitting
of plan proposals and improved current plans "from bottom to
top".

The elaboration of the plan is a task rfor the whole of socie-
ty, it is not a matter for & small number of specialists.

Viewed from this angle, plan elaboration is a gigantic task
of organization and mobilizat.on, the content of which is to
predetermine the future econom:.c end social development.

- Planning is not completed with the eiaboration and approval
of the plan documents. The utilization proper of the economic
laws takes place within the realities of economic processes




and developments, i.e. in the process of implementing and
fulfilling plans, which includes a constant follow-up and
analysis of results achieved.

The every-day operative management and implementation of eco-
nomic policies as well as the decisions made to this end are
based on the plan; in fact they represent the final stage of
finalizing and concr2tizing the plan and thus assume a planned
character.

Within the process of actual economic development, the elabor-
ation of the plan, its finalization and implementation
coalesce, and this process requires the deliberate activities
of the whole of society.

The structure and the mode of operation of management and plan-
ning under socialism have to meet these requirements. To en-
gure this, there must be one overall principle to act as a
guideline for the further perfection of this syster. That is
the principle of democratic centralism.

The essence of democratic centraliism is that, under social-
ism, the interests of society as a whole as well as collec-
tive and individual interests have both common objectives and
common foundations; hence these interests can and must merge
to form a unity in planning (planning being regarded here as
the unity of elaborating and implemen‘ing plans) with the in-
terests of society as a whole given the primacy.

There are concepts that amount to the erroneous alternative,
namely, that in building and perfecting sociaiism the choice
is between centrally managed and centrally planned econcmy

or one that is functioning on a "decentralized" foundatio.n.
Such concepts result either from ignorance o¢¢ tne essence of
democratic centralism or they endeavour to deny this principle.
They either overlook or deliberately reject the fact that so-
z:alism and socialist 2conomy constitute s homogenous and
consistent svstem which is characterized by socialist ovmer-
ship in the means of production and the elimination of the
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exploitation of man by man and that this organism is not, un-
like capitalism/imperialism, split by internal antagonistic
cuntradictions.

If planning is to meet the requirement of acting as an organ-
izing, mobilizing and stimulating factor, there has to be
another organizing force that is borne by the working people
themselves, thus forming an integral part of socialist scciety

In these countries where the working class has taken over po-
litical power and has been building socislism paving the way
for the graduasl transition to building communism, the nucleus
of that force is represented by the commnist and working-
class parties. In addition to these there is the socialist
state power in these countries, and lastly we have to refer,
in this connection, to the mass organizations of the working
people, particularly the trade unions.

4. National economic planning under socialism has to achieve
far-reaching tasks in predetermining the objectives as well
as the ways and means of economic development which includes
orgenizing and stimulating all working people. To accomplish
this, a well-organized planhing system is required.

There are at least three angles from which to regard its basic
structure:

- The object of planning is the national economic reproduction
process a8 a whole including all its elements.

This requires planning the main proportions of the national
economy and their development which is expressed in a system
of national economic halances.

National economic planning and planning with reference to
branches of industry and industrial enterprises also comprises,
among other things

. planning the output as well as the distribution of produc-
~ion,
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. planning labour force, its structure with regard to occupa-
tion, qualification and productivity,

. planning the circulation end utilization of raw materisal,
material and power as well as the development of stocks of
raw material and other kinds of material,

. planning the reproduction of fixed assets and investments,
. planning research and development,
. planning the effectiveness of social production,

. planning wholesale and rcteil tradz in ihe field of con-
sumer goods and supplies to the population,

. planning the spheres of social consumption and services and
their development,

. planning the development of living stardards and social ser-
vices for the population,

. planning exports and imports,

. planning prime coste and prices as well as the formation,
redistribution and utilization of financial funds.

What matters in planning is not only to include all these
partial spheres of reproduction, but above all the interre-
lations existing between them.

The planning of the national economy by sectors and branches
in the fields mentioned is supplemented by planning according
to the territorial structure.

In all fields the requirements and effects of rapidly devel-
oping socialist economic integration have to be taken into
consideration.

- Planning is carried out by a system of management operating
at different levels and comprising the whole of society:

. At the top of this system there is central state planning,
which is carried out by the supreme people's representa-
" tion (parliament), the Council of Ministers and vario s
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ministries on the basis of the decisicns taken by the com-

munist and working-class parties of the countries concermned
which act as guidelines for future developments. The Stete
Planning Commission is an organ of the Touncil of Ministers.

. Classed next are those managerial bodies which are respon-
sible for major economic units (branches of industry, in-
dustrial combines) or territorial structural units (re-
gions, diztricts). '

. Classed next are enteiprises and institutions which can
carry out planning down to the specific job.

As the socialist planned economy has been developing, the
basic structural pattern along the three levels outlined has
become prevalent.

All these levels,perform planning functions and cooperate in
the process of elaborating and implementing plans.

In accordance with the principle of democratic centralism,

the superior managerial body holds the right to give instruc-
tions to the one that is classed next. At the same time the
latter is not only entitled and obliged to cooperate in plan-
ning at the higher level, but it is responsible, above al ,
for the efficient management of planning the reproduction pro-
cess at its own level,

Cooperation between the various levels is effected by

. such an allocation of responsibilities that the processes
to be plénned can be properly controlled and all problema
arising ocan be settled in a complex way and with a high de-
gree of competence,

. a variety of detailed mutual information during the process
of plan elaboration, implementation and preparing the
statement on plan implementation.

- Plans are elaborated for different time horizons - virtually
on parallel lines.

12




The main categories of plans are

. long-term plans covering a period of approximately 15 years,

. medium-term plans covering five years,
. annual national economic plans
. operating plans for periods less than one year.

Wherees long-term and medium-term plans contain the strategy

of economic development, annual and operating plans are in-

struments serving the immediate organization of economic ac~
tivities. The former are necessary to provide a clear nrien-

tation and outlool for the latter. On the other hand, the
latter are necessary so that planning does not end at the

stage of 3drafting strategies but turns into a reality that
will make for social and economic development.

The interrelation between the former and the latter is ensured,
among other things, by subdividing the five-year plan into an-

nual plans and by elaborating annual plans on the basis of
statements from the five-year plan; at the.same time such

amendments as may have become necessary caii be made,which in

turn leads to improve the five-year plan.

Within the system of planning, five-year plans increasingly

tend to hold a central position.

- The various structural aspects of the planning system as
outlined above are interlocking and overlapping.

5. The mode of operation of this planning system has to be
directed at maintaining or bringing about - ever better and
faster - the conformity of collective and individual inter-
ests of the working people with social requirements, which

play a primary role; this is to be accomplished on the basis
of the requirements and possibilities provided by the social

and economic development.
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The social requirementes concerning the c:2velopment of the na-
tional economy are formulated in the gil~inclusive na.ional

economic plan., The elaboration and implementation oi a na-
tional economic plan, in which social requirements and the
personal and collective interests agree widely, is possible
only, if close connection is brought about tetween central
state maragement and pleanning of the national economy, self-
responsible planning at the level of enterprises and institu-
itions and the initiautives of the working people. This inter-
locking demands that administrative and economic methods, in
particular economic accounting, should be applied simultaneous-
ly and jointly in national economic planning.

To elaborate their plans, the indusirial enterprises and other
bodies responsiblz for managing economic units are provided
by bodiezs at a higher level with

.- basic orieatation data on the development of their scope of
responsibility in the plan period,

~ state plan tasks,

- ptandard norms end indicators of economic accounting which
indicate the conditions of economic efficiency in the sector

concerned and
-~ gpecific instructions.

The basic task in the further development of the system of

management and planning the national economy is to bring about

the ever better integration of economic incentives into the

planning system; thus all the orientation data, indicators

and standard norms given will provide for high efficiency in

the national economy without any contradictions. In this way

those enterprises and working people that meet social require-~ .
ments will derive economic advantages, while, on the other '
hand, deficiencies in plan implementation caused at the level
concerned will entail economic disadvantages. l

Such a procedure involves that decisions on the plan are com-
pulsory; the plan has assumed the character of a directive
after it has been drawn up in a democrstic way. The same !

L S
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upplies to legal regulations on the planned use of material
and moral incentives with a view to slaborating realistio
and amb!tious plans as well as to adhering to and overful-
filling the plan targets.

On the other hand the planning system is flexible enough to
ailow for new conditions that may turn up at short notice,
Cases in point may be e.g. the short-term implementation of
opportunities of rationalization, above all the differentiated
fulfilment of plans in various spheres and branches of the na=-
tleonal eoconomy, and disturbances that may originate from fors
eign trade with other than socialist countries,

The assumption that planning is completed once the plan has
been elaborated and that -~ after approval - it will be imple=-
mented no matter how sooial life keeps changing and develop=-
ing is not in lins with the realitiea of a mocimslist planned
sgconomy.

On the other hand flexibility does have its limits. These are

fixed by the economic rssources =24 potentislities available

to the national economy. They may slso result from fundamental
political and economic objeotives that are embedded in impera-

tive demands regarding the scoisl development and whioh there-

fore have to be met vnoonéditionally.

6. The features of planning mentionsd above may be summed up
in three principles:

- the principle of the unity of politios and economy;

For national eoconomio planning, observing the oclose oconnection
of politios and economy implies that, in all phases of prepare
ing, fixing, implementing and ocontrolling economioc tasks and
targets, it is the interests of the working olass and other
working people that provide the starting point from whioh to
prooeed, A politiocal approach has to be chosen in fixing

and solving economio tasks. Eaoh stage of national eoonomio
development is to be designed as part of overall poliocies.

15




-~ the principle of democratic centralisc;

What matters here is above all tc connect central state plan-
ning concerning the fundamental issues of social reproduc-
tion and self-responsible planning in enterprises and local
government suthorities with the initiatives of the working
people in shaping and implementing plans. The social repro-
duction process can only be shaped in a conscious way pro-
vided that developed socialist democracy is closely connected
with etrictly enforced and precisely operating centralism in
jointly establishing the targets, implementing the tasks and
checking on their sccomplishment.

In addition to that, the principle of individual management
and personal responsibility of the manager has to be fully
enforced in managerial and planning activities, combining
with it the active participation of working people in manag-
ing and planning the part of the reproduction process con-
cerned. The necessity of one-man menagement and personal res-
ponsibility is a direct result of the requirements of the co-~
operative labour process of social production. A large number
of forms has developed for working people to participate in
managing and planning the national econcmy, such as the col-~
lective deliberations to prepare decisions to be made, the
delegation of authority to decision-making, the conscious
cooperation in preparing and implementing plans, socialist
emulation ard democratic mass control.

- the principle of applying scientific methods in planning;
Planning scientifically calls for consistent orientation on
reality, the utilization of the economic laws of socialism
operating, including the observance of the manifold require-
ments of proportionality in the national economy and orien-
tation on the national economic optimum. To achieve this, it
is imperative to make full use of the latest results produced
by social sciences, economics as well as natural and technical
sciences with a view to further improving the national eco-
nomic plans and perfecting national economic planning, es-
pecially the methods and techniques applied.
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T. The further development of the techniques used in plan-
ning is of essential importance for further developing the
gscientific foundations of national economic planning.

The quantitative statements made in the plan are presented in
the form of indicators, standard norms, balances and models.
They form the "frame" of national economic plans and ensure
that

- plan tasks are formulated in a sufficiently precise, de-~
tailed ard unambiguous manner,

-~ the plan tasks have a specific addressee,

- the consistency of the nstionel economic plan is safeguard-
ed while observing all targets set and paying due atten-
tion to given requirements of internal and external pro-
portionality

- the efficiency of national economic development can be
neasured both as a whole and in its various spheres and

- the fulfilment of individual plan tasks can be controlled
and given account of.

Some of the ma.n problems tc .2 solved at present consist in

further developing the range of standard norms for plans, im-
proving the efficiency of the gystem of balance-sheets of ma-
terial -(used to balance sources end uses with respec: to
specific material or commodities) and product balances (show-
ing supply and use of a product); these forms of balancing
have to be mcre closely connected with the process of deci-
sion-making; another case in point is to apply step by step
modern techniques of national economic modelling to practical
planning.

Ti illustrate his point, national economic planning in the
GDR has gained substantial expe~ience in national economic
input-output tables. They comprise a magnitude ranging from
113 to 164 items and are utilized above all in five-jear
planning. Moreover, a lot of theoretical and experimental
work is done here - as is the case in other countries - to
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develop input-output balances coverinz several plenning
periods (dynamic input-output tables). Studies are alsc be-
ing made to create what ie called a "aatural - value -~ input-
output balance". This balance is to show the output and the
use of producta or groups of products in physical terms and
simultaneously the commodity production of the varionus bran-
ches expressed in terw= of both value and price.

All activities to develop national economic balancing and
modelling are subordinated to the demand that decisions and
plan calculations covering verious phases and spheres of
the national eccnomic reproduction process as well as those
affecting various managerial levels should be coordinated
ever more closely. In the Soviet Union studies are being
made to solve this problem; these are of great importance
for the development of national economic planning in the
GDR, too. They are aimed at developing an automated system
of plan calculations which is to be part of an overall con-
cept to develop automated systems for managing and planning
the national economy as & whole covering all levels. Other
partiel systens are designed to cover planning of produc-
tion, the elements of the production process and other as-
pects of national economic planning.

8. Intensively extended reproduction is the form of propor-
tional highly effective development of the national economy
that is typical of socialiem. It is the main way to raise

the volume and the quality of output laying the foundation

to satisfy the demands of the people better.

A variety of factors influence the intensification of the re~
production process. A direct influence is exertad by eecnon-~
omizing the use of various elements of the reproduction pro-
cess, namely,

- social working faculties

- means of work

- subjects of labour.

18
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Speciai importance is attributed to those intensifying factors
which make social working faculties, means of work and sub-
jects of labcur more effective,

They are, among others:

~ gcientific-technological advance

-~ the process of socialist economic integration of the CMEA
countries.

All intensifying factors mentioned are inseparably linked with
one another by a process of interaction. To use them as an
enhancement to effectiveness means to improve the quality of
planning their interaction as well as the planned application
of every factar. This is one of the main current problems in
developing further management and planning of the national
economy. A comprehensive assessment of the results of all
interacting factors of intensification makes high demands on
all effectiveness ~r efficiency calculations in the process
of planning. Comprehensive effectiveness calculations are to
determine those national economic variants of development
which meke for an intensively extended reproduction of the
national economy at the highest level of effectiveness.

As a result of a careful analysis as to the level of planning
the effectiveness of the economy, supported by a thorough
evaluation of international experience in the field, an over-
all concept was elaborated for the future development of ef-
fectiveness planning in the GDR. The major component of this
overall concept is a pattern of indicators which is consistent-
ly applied to effectiveness calculations at all levels of
management in the national economy, together with methodolo-
gical rules for determining and applying these indicators.
Thus higher degrees of consistency, comparability and com-
prehensiveness in establishing, assessing and planning eco-
nomic effectiveness will be achieved. The effects produced
by the different intensifying factors and their combined ap-
plication are summed up in comprehensive effectiveness cal-
culations. The most important criterion of intensification
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is reising the sociel productiviiy of labour, i.e. to de-
crease the total expenditure of living and materialized
labour needed to produce & certain share of the naticnsal
income which must alsc meet the pettern of demand.

9. The implementation of the "Comprehensive Progranme of So-~
cialist Economic Integration of the Member Countries of tne
Council for Mutual Economic Aid" requires the adjustment ol
&1l netional systems of managemernt end planning which are
concerned. This process is based on the jdentical political
aend economic foundation of all countiries within the socialist
community of states. The main trends consist in an adjust-
ment of management atructures and planning systems as well

as in utilizing commodity-money relations.

This means
— the creation of comparable structures of information con-

cerning planning and fulfilment repcris, systems of indica-
tors, nomenclatures, methodoligical systems, models and

techniques,

- the adjustment of etructures and sequences in planning and
balencing the economy, the gtructure and operation of manage-
ment as well as the mears and methods of preparing and

making decisions,

- the adjustment of the functions of economic accounting, the
system of wages, galaries and monetary gtimuli {bonuses),
the formation and use of finaucial furds of enterprises
end the corresponding formation of pricing and financial

aystems.

In the field of planning,'the currently highest level of co-
operation of the CMEA countries is being developed. This is
the joint bilateral and multilateral planning of selected
branches of industry and lines of production by the countries
interested, which is an early form of joint international

pianning.
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10. The development of sociaslist national economic planning

and its stcady improvement have to be understood as a his-

torical prccess firmly and universally embedded in the pro-
cess of building and completing the socialist order of so-

ciety.

In the course of this process the objective foundation of
planning is established and developed; its ultimately de-~
termining factors are:

- socialist owneréhip of the means of production as the core
of the new socialist relations of production,

- gocialist state power which is characterized by the rule
of the working class led by its party and in alliance with
the peasants and other strata of the working population,
and )

- the level of development of the productive forces typical of
sccialism including the formation of the material-techno-
logical basis of socialism,

The development and improvement of the foundations of plan-
ning is a steadily continuing rather than a limited process.
This necessitates the continual improvement of planning.

This in turn is linked with a sustained accumulation of ex-
perience in the field of planning and & steadily advancing
.enlargement of the theory of national economic planning.

The experience gathered by the USSR in this field is of basic
importance. The USSR is the country that first built up prac-
tical systems of national economic planning. It has always
kept exploring new theoretical and practical areas in plan-
ning. The Soviet Union developed the pleanned menagement of
the national economy immediately after the victory of the re-
volution on the foundation of nationalizeu big industry,
banks, land, foreign trade, transport and communications as
well as the biggest trading enterprises. The establishment
of workers' control of all enterprises of the country was

the first step towards a deliberately organized influence

on the course of the national economy.
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In the USSR, between 1921 and 1928, all major aspects, ele-
ments, forms of organization and methods of socialist plan-
ning were conceived in their esesence and experimented in
field work. One of the main pillars in doiug this wae to
work out and implement the GOELRO plan. This plan, meent
to cover a period of 10 to 15 years was not only the first
long-term plan to exist in history, but it was also the
first universal economic plan to include the country as s
whole.

While the GOELRO plan was being worked oui, Lenin drew a
number of very impcrtant conclusions from it for principles
and methods of socislist management of the c_.onomy, which
has & basic effect on-the socialist plenning system to the
present day.

These are

- the necessity cf long-term planning covering many years
ahead, focussing on decisive complex problems of economic
and social development,

- the linking of long-term planning with current planning,
which means that current plans have to be worked out on
the basis of long-term planning,

- the safeguarding of consistency of the national economi:z
plan, which strictly coordinates and links with one another
all plans of the different branches of production and the
overall plan covering the tasks of the production and the
overall plan covering the tasks of the production branches
as well as those of the regions in their respective co-
ordination,

- the task that the calculations of the plan have not simply
to be based on already existing proportions of the economy,
but that they have to provide for new efficient proportions
on the basis of technological-economic and social devel-
opuents,




- the application of the balance principle as the foundation

of the planning decision which is to de meclL,

- the observing of the principle of unity between natural
(physical) and value terms in drafting the plan on the scale
of the national economy as a whole, and

- the principle that, on the one hand, the plan is compulsory
for everyone in its implementation but that, on the other
hand, it has to be worked out in such a way as to enable
working people to fulfil and overfulfil its targets, leaving
room, however, for new experience or conditions to be includ
ed and thus become more specified.

In the history of planning, the full development of the so-
cialist planning system was achieved when the first five-year
plan (1928 - 1932) was worked out and made lew. This wae the
beginning of the line of medium-term plans which has continued
to the present day. The periods of operation of the second
and third five-year plamns (1933 - 1937, 1938 - 1942) brought
a constant development and improvement of the planning system
of the USSR, This is particularly related to the more com-
prehensive and specified inclusion in overall planning of all
spheres of the economy, to the qualification of the balance
method and the system of indicators as well as to the elabora-
tion of a self-contained system of balances (on the basis of
material balances, the balance of labour power, the financial
balance and the comprehensive balance of national income) as
an instrument of securing a planned proportional development
of the economy.

The systematic linking of state and factory plans was achievad
by stipulating a universally applicable regulation for factory
planning in the form of the so-called "Techpromfin” plan. It
provided for a self-contained, consistent regulation of tech-
nolcgical, production and financial tasks in implementing the
reproduction process of the factory concerned.
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In the period after World War II new conditions of development
appeared in the USSR. Their expression was an accelerated
growth of sucial production and the productive forces used

as well as a higher degree of specification in the require-
ments of society. New demands arose from accelerated mechan-
ization of egriculture and the rapidly growing application of
science to social production.

Internationally, the early stages of the scientific-technclogi-
cal revolution were beginning to be felt and added new aspects
to the world-wide struggle beiween socialism and imperialism.

Considering these new conditions, it was necessary to utilize
to the full all possibilities the socialist order of society
has to offer by an efficient use of management, planning and
economic stimuli as well as to concentrate on these possibili-
ties to achieve the highest prssible growth rutes of labour
productivity and the effectiveness of the nationel economy.
This required a higher degree of versatility of planned manage-
ment and orientation mainly towards qualitative indicators,
but also a higher quality of linking top-leval state planning
and management of the national economy with the creative ini-
tiatives and responsibilities of factories, regions, collec-
tives and individual workers. To achieve this objective,
further development and broader application of economic ac~
counting and material incentives as a constituent elemsnt of
socialist planned economy was necessary. On the whole, a
systematic approach wae needed to improve the planned manage-
ment of the national economy. This implied, to some degree,
the exploration of a number of new fields.

Thus different steps towards improving the system of planned
management of the national economy were theoretiocally studied
and partly implemented in practice in the USSR between 1957
and 1964,
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On the basis of the results obtained and supported by thorough

scientific dircussion the USSR, in the early 60's, prepared

the elaboration of a comprehensive outline of a steady gradual

improvement in the system of plauned management of the national
economy. The steps required were adopted in 1965. In essence,
they were:

- more qualified application of the principle of democrat: c
centralism in managing the economy using the production
principle, reduction of the number cf management levels to-~
gether with increased individual responsibilities of 2co-
nomic unites within the scope of state planning,

- increased role of long-term basic planning data, specifical-
ly the role of the five-year prlan, while reducing the number
of coampulsory indicators in plans and strengthening the ef-
fects of indicators aiming at higher effectiveness and pro-
portionality,

- more intense linking of planned managemert by the state with
full application of ecoromic accounting and wider utiliza-
ticn of material incentives,

- systematic and gradual introduction of the overall syster of
planned management of up-to-date means ard methods in deci-
sion-making and the control of economil processes.

There is a close relationship between more improved systems of
planned management and the creation and general introduction of
automated management systems, coupled with the setting-up of
an automated system of plan calculations.

11. As a result of World War II powerwas taken over by the
people in a number of countries and - on that basis - the way
of socialist developnent was chosen. Por these countries,

the study of experieace gathered in the Soviat Union - to-
gether with its active heip in many forms - meant a much
easier way towards solving the problems of socialist constiruc-
tion.
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In all these countries, elements of a planned economy devel-
oped. In Poland, a three-year plan 1946 -~ 1949 and a sub-
sequent six-year plan were adopted, in Czechoslovakia it was
the two-year plan 1946 - 1947 and five-year plan from 1949
onwards, in Bulgaria it was a two-year plan 1947 - 1948 fol-
lowed by the five-year plan 1947 - 1953, in Hungary it was a
three-year plan 1947 - 1949 with a five-year plan following
between 1950 and 1954, Yugoslavia adopted a five-year plan
for 1947 - 1952. In the GDR planning developed from the
quarterly and monthly planning in the years 1946/47, which
was carried on to the half-year plan of 1948 and the two-year
plan of 1949 - 1950 to become homogeneous state national eco-
nomic planning.

In accordance with the provisions of the Potsdam Agreement
whioch astipulated the gradual establishment of a democratic
state machinery, starting from the bottom level, in Germany,
the first planning organs were set up as early as in the sum-
mer 2nd autumn of 1945 as decentralized units working at the
economic departments of the five provincial govermments. In
July, 1947 the first central economic management organ was
founded, the Economic Commission for Germany, whose depart-
ment of economic planiing was responsible for coordinating
the plans of the provincial governments. When the GDR was
founded in 1949, first a Ministry of Planning was establish-
ed, which was promoted to the State Planning Commission in
November, 1959, thus distinguishing it from the other minis-
tries.

This first period in the development of & GDR planned economy
was characterized by quick and comprehensive acquisition of
Soviet experiencs in the field of organisation and methodology
of national economic planning. Thanks to the overall applica-
tion of the balance msinod it was possible to establish a
complex balance, on the basis of some 300 important product
items, in the 1948 half-year plan and the two-year plan of
1949 - 1950.
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Following a directive from the German Economic Commission in
1948, so-called planning committees were set up at the fao-
tories. Two-thirds of the seats on the committees were held
by factory workers. The committees were given the task of
organising the necessary steps derived from the plan targets
and of working out plan proposals. As a result of this
first generally organized form of workers' part’cipation in
planning and management activities a stock of zvnerienced
planning staff developed in nationally~owned factories. This
made it possibis, in the autumn of 1950, to link the pattern
of national economic planning organically and systematically
with planning at factory level by a decree on the introduc-
tion of factory plans for nationally-owned enterprises.

Similar ends were achieved by introducing, late in 1951, the
gso-called "general system of contracts" and, early in 1952,
by the steps taken to introduce the principle of economic
acoounting in nationally-owned enterprises.

Since these years, the system of national economic planning in
the GDR has been gradually enlarged while adapting it to the
changing internal and external conditions. Milestones along
this way were the final victory of socialist relations of
production, in 1961/62, in all spheres of the national economy
after the triumph ot oocialism elso in agriculture and the
closing, in 1961, of the Western state border of the GDR,
which finally eliminated the serious imperialist disturbances
directed to our economic and social development.

The decisions of the 8th Party Congress of the Socialist Unity
Party of Germany (June 1971) are the starting point for a
systematic and comprehensive future development of our plan-
ned socialist economy. This holds particularly true of the
main objective of our policy that defines the steadily in-
creasing satisraction of the people's needs, the continuing
rige in material and cultural living standards of the people,
as the basis for all activities of planning and management’ih,
the economy. This economic main task has been formulated on
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the foundation of the basic economic law of socialism. The
above-mentioned facts are closely connected with the orienta-
tion towards intensification of production as the main way

to increase the effectiveness of the national economy as
well as towards organically linking the scientific-techno-
logical revolution with the advantages cf the socialist eco-
nomic system.

12. The ultimate criterion when judzing the quality of plan-
ning under socialism is to assess the success the socialist
countries have achieved in their social, socio-political and
economic development.

It has been possible, on the basis of a growing and ever more
sfficient national economic potential, to achieve a continual
rise in the material and cultural living standards of the
people. Constantly high and rising rates of growth in pro-
duction and productivity are matched by stable prices for
consumer goods, & supply of consumer goods rising at a more-
than-average rate and ever more comprehensive socio-political
achievements,

The following figures illustrate this trend for the GDR:

Averzge rate of growth per annum
1961/1965 1966/1970

per cent
produced national income 3.4 5.2
produced national income
per capita 3.7 5.2
investments 4.9 9,9
volume of fixed assets (overall) 3.9 3.5
within productive sphere 6.1 4.9
total labour force (overall) - 0.1 0.2
within productive sphere - 0.3 0
retail sales (oversll) 2.6 4,6
industrial consumer goods 2.8 55
foreign trade turnover . 6.0 9.9
consumer retail prices 0 0
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The trends deducible from this have continued in the years
after 1970, and this development is taking place in condi-
tions of absolute social security; unemployment, lagging or
distorted education levels or similar phenomena are alien to
socialism. The achievements of socialist planned ecoromy are
even more conspicuous when contrasted with the results of eco-
nomic development under capitalism/imperialism. With infla-
tion going strong for years and the wretched state of the
capitalist world monetary system, with rising costs of living
and heavy unemployment aggravated, particularly in 1974/1975,
by a net decline in production and investments, there are
typical signs of the inability of monopoly capital to master
the pressing problems and tasks of the scientific-technological
revolution and to guarantee to their peoples a quality of life
that makes possible the unimpeded growth of man's creative
spirits in the interest of a social development full of hap-
binese and prosperity.
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The main characteristics of national economic planning under
socialism and their main trends of improvement are reflected
in detail e.g. in the fields of production and investment
planning. Some of the main relevant aspects are:

1. Social production is the central sector of the reproduction
process of the national ecbnomy. For this reason, planning
social production has to play & central part in long-term and
medium-term plans as well as in the annual national economic
plans.

Its task is, among others,

- t0 plan and balance the supply of products and services con-
sidering the different kinds of products, branches of pro-
duction and sources of supply as well as to plan and balan-
ce the distribution of production output considering the
different branches of consumption and different uses (in
production, consumption, export etc.) to which products go,
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- t0 work out and stipulate, which volume and structure of
labour, means of work (tools etc.) and subjects of labour
(material) are required to achieve this production output.

Due to national economic interdependence, both tasks condi-
tion each other: Production output cf different branches be-
comes production use of subjects of ladbour or it decomes the
means of work in other branches (prodvction of means of pro-
duction), and, on the other hand, the production of consumer
goods has to guarantee a rising level of consumption for
people working in all branches and spheres of the national
economy and for the entire population generally.

Thus the planning of production is a decisive condition of
securing a proportional development of the national economy.

2. To accomplish this task, the main concern when planning
production output has to be its material volume and the struc-
ture of the latter according to kinds or groups of products.
In some cases, planning is possible in natural units (physical
units) e.g. electric power, cement, lignite extraction etc.).

If this kind of planning is not applicable due to the va.iety
of kinds of products within one product group, the volume of
production must be stated in aggregate terms, i.e. in terms
of prices. In national economic planning of the GDR, planned
and fixed prices are used for this purpose which is the way
to describe the development of the physical volume of produc-
tion. Production plans are first worked out on the basis of
planned and fixed prices which are then adjusted to actual
prices.

3., The industrial bdranches and enterprises receive plan tasks
and targets concerning the production output they have to con-
tribute.

These are:
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- overall indicators concerning production output as a whole
and

- selective data concerning the output of certain kinds of
products.

These tasks or targets have the character of restrictions in
planning and practical economic activity in the industrial
branches and enterprises.

In the course of planning it is the task of branches and enter-
prises to specify these data and to prepare the necessary de-
tailed contractual egreements (sales or delivery contracts on
products and services) with their prospective customers.

As a result of these activities the detailed production plan
of the enterprise is composed. It is the main element of the
plan of the enterprise as a whole, and is approved together
with it.

The control of whether the production plan is being fulfilled
ig exercised, besides varied operative methods, through a
wide-ranging system of production reports (production statis-
ticse).

4. To produce the output planned, corresponding production
facilities are required. Their existence is in turn tied to
the existence of corresponding fixed assets (equipment, build-
ings, installations).

Intensively extended reproduction of fixed assets is one of

the major factors to be able to produce a growing material

volume with rising productivity and falling costs per product

unit. The planning of fixed assets reproduction cannot be

1imited to the planning of investments. It has to include

such fields as

-~ the planning of the rate of utilization, and its increment
in fixed assets,

- the planning of fixed assets maintenance in the interest of
their permanent operation and their functional reliability,
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which has to be linked with modernizing existing fixed as-
sets, and

- the planning of discarding in particular those fixed asseis
which are technologically obsolete or physically used up or
which have been insufficiently utilized.

The different aspects of fixed assets reproduction (utiliza-
tion, maintenance, discarding, investments) have to be ef-
ficiently coordinated so as to achieve the necessary produc-
tion and productivity targets with minimum expenditure.

5. When planning investments, which is embedded in the com-
plex planning of fixed assets, attention must be focussed on
material-physical output to be achieved in the interest of
the development and modernization of production capacities

as well as the rise in productivity. This is similar to
production planning.

In improving further national economic planning in the GDR,
great efforts are being made to enlarge capatity planning in
the factories in connection with fixed assets and investment
planning. The intention is to extend this process to- the
other stages of the management and planning system up to top-
level planning; there, however, it has to be concentxated on
selected kinds of products. The establishment of a national
economic system of capacity planning is aimed at finding bet-
ter substantiated approaches to developing fixed assets and
the investments required for the purpose.

To serve the interest of increasing orientation of investment
towards productivity, the branches and enterprises receive
data on the number of workers to be saved by investments. The
labour power which is set free is needed to man new Jjobs
which have been created by other investments.

On the other hand, the branches and enterprises are set tasks
and targets concerning material goods and services (equipment
and building work) which are made available to them to reelize
their investments in the plan period.
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These tasks and targets too, have the character of restric-
tions on the branches and enterprises, from which they have
to start when working out their respactive plans.

6. Parailel to overall planning of investmert for the nation-
al economy as a whole and its branches and enterprises or
other economic units, and in close connection with it, the
planning of preparation and realization of investment pro-
jects takes place.

The aim is not, however, to break down full long-term and
medium-term plans into individual pr~jects before the begin-
ning of the plan period, this would unnecessarily restrict
the flexibility of the plan.

Specification of medium-term plans regarding individual pro-~
jects is only made, at the stage of working out the plan, in
the case of projects which have far-reaching national eco-
nomic importance and require special expenditure for their
realization. They are specifically included in a plan of
investment preparation as individual items and, at the later
stages of the planning process, in so-called items lists. On
the basis of the indicators in this plan it is possible to
examine in advance, among other things:

- What effects these projecte have on the development of the
volume and structure of production as well as exports and
imports,

- how many and which new jobs are created by these invest-
ments and whether these jobs can be manned,

- which raw and other materials are required to put the new
equipment into production,

- which material and financial expenditure have to be made
for implementing these orojects,

- which effects do they have on the development of effective-
ness in production of the branches and the national economy
as a whole.
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In this way these projects can be well aligned to national
economic proportionality requirements and can thus be made
part of the economic balance.

The example illustrates, however, that proper substantiation
of necessity and expediency of investment projects and their
implementation are in the last instance only possible when
the national economic reproduction process in its full scope
is planned in a complex way. Investment preparation plans
are made more precise by the items lists, which are a central
part of the national economic investment plan.

Investment projects are not included in the items lists be-
fore their preparation is completed ©> a high degree before
the preparatory documentation is approved and a decision on
principle is made on the investment project planned.

7. Preparation and implementation of investment projects may
be managed and planned in different ways based on their na-
tional economic importance.

A number of investment projects is under the control of the
Council of Ministers; for a greater number of projects res-
ponsibility rests with the ministers co. cerned. The fac-
tories make independent decisions on an e¢ven wider range of
investments which often require relatively low expenditure,
but may result in considerable effets in rationalizing social
production.

This procedure makes sure that, on the one hand, smooth pre-
paration and implementation of investment projects important

to national economic structural development and to further
raising productivity and efficiency of social production is
guaranteed and that, on the other hand, based on the initiative
and detailed knowledge of workers and enterprises, all oppor-
tunities of rationalizing the production process are made use
of. It is one of the major concern of investment plans in

the enterprises, branches and the national economy as & whole
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to find the best combination of projects on large, medium
and small scales and to align them properly to the propor-
tionelity of the national economy.

8. A continued improvement in the planning of fixed assets
and investments necessitates the further enlargement of
long-term planning which duly considers all requirements and
consequences emanating from socialist econcmic integration.

Long-term planning is of specific importance to this field

because

- the setting-up of new fixed assets may require considerable
periods of time and

- the utilization of newly established fixed assets normally
extends over several five-year plan periods.

The step-by-step extension of long-term planning too, is an
expression as well as a result of the continual improvement
of the scientifici foundation of planning under socialism.
This process is also linked with a permanent rise in the
quality levels of compulsory and indicative planning indices
which express fundamental requiremernts of naiional economic
reproduction. These indicators are subject to steady improve-
ment by means of long-term, medium-term and short-term plan-
ning, finally they become state plan tasks themselves. This
is similar to extending the basis of standard norms of na-
tional economic planning which includes, of course, alse

the planning of production, fixed assets and investments.

Ag.~Nr, 614/133/76 (204 )
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