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Economic Planning in Theory and Practice 
The Experiences of Western European Countries 
By Dr. Karlheinz Kleps, Berne 

This contribution summarises some of the most significant results of a detailed investiga- 
tion made by the author.* It deals with planning attempts made since the end of World 
War II in France, Belgium, Britain, Italy, Norway, Sweden and the Netherlands, the con- 
cept and policy of a social market economy in the Federal Republic of Germany, the 
long-term programmes conceived under the Marshall Plan, the "General Aims" of the 
High Authority of the European Coal and Steel Community, the Five Year Plan of the 
Euratom Commission and the programming of economic policy within the Common Mar- 
ket envisaged by the EEC Commission. The author has lald particular stress upon the 
quantitative and qualitative efficiency of such planning experiments. 

S ince Wor ld  War  II there  has been  a cons tant  in- 
crease  in the  number  of countr ies  in W e s t e r n  

Europe where  a t tempts  have  been  made at an overal l  
economic direct ion and co-ordination,  of all decis ions 
by  means  of so-cal led "out l ine  planning",  both  in the  
public and pr iva te  sec tors  of the economy.  Because 
of this, a third group of p lanning countr ies  has grown 
up, differing from the Eas tern  Bloc countr ies  because  
of their  democrat ic  const i tu t ions  and from the devel-  
oping countr ies  because  of their  high degree  of in- 
dustrial isation.  

The Extent of Economic Planning in Western Europe 

Whils t  being descr ibed  as a "neutral  technique for 
the prepara t ion  of economic  decisions",  economic 
"outl ine planning",  over  and above its d i rect ive  and 
co-ordinat ing functions,  se rves  to replace a policy of 
reac t ive  and of ten incohe ren t  in te rvent ionism with  
prophylact ic ,  cons t ruc t ive  action. 

Efforts to achieve such a "change of s tyle in economic 
pol icy" date back to t he  immedia te  pos t -war  period.  
In 1945/46, because  of the  inf luence exerc ised  by the  

current  s i tuat ion and clue to the exper iences  of the 

' thirt ies,  the  Governmen t s  of France, Britain, the 
Nether lands  and N o r w a y  were  the first to decide to 

in t roduce  nat ional  budge t s  cover ing one year  and 

"outl ine plans" cover ing  severa l  years.  It was ex- 

pec ted  that  these  new ins t ruments  would counter  the 
genera l ly  ant ic ipated pos t -war  per iod of depress ion 

and achieve as speed i ly  as possible  the reconst ruct ion 

of product ion plants  d e s t r o y e d  during the war. 

V e r y  soon after, in au tumn 1948, Sweden fol lowed 

the example  of these four  coun t r i e s - - the  first Wes te rn  

European countr ies  to in t roduce planning. Contra- 

* Langfristige Wirtschaftspolitik in Westeuropa (Long-term Eco-  
nornic Policy in Western Europe}. Contributions to Economic Pol- 
icy Vol. 5, published by E. T u c h t  f e l d t ,  Freiburg im Breis- 
gau, 1966. 

riwise, the p lanning exper iments  in t roduced in Britain 
by  Labour came to a t emporary  halt  wi th  the change 
of government  in autumn 1951. 

In the last  few years  meanwhi le ,  Belgium and Italy 
have  also decided in favour  of a long-term "outl ine 
plan" or Uprogramming" 1 and Britain rever ted  to this 
sys tem even  under  a Conse rva t ive  Government .  In 
Britain and in Belgium the impetus  for p lanning ori- 
g inated in the t endency  which appeared  be tween  1948 
and 1960 for GNP growth-ra tes  to fall in the lon~ 
term. In I taly the convers ion  to overal l  economic  
p lanning  was  due to the rea l i sa t ion  tha t  it was  not  
possible,  in the long run, to permi t  two different  eco- 
nomic sys tems  simultaneously,  i.e. s ta te  p lanning in 
the South and a market  economy in the  North.  

In recent  years ,  sectional,  regional  and overal l  plan- 
ning has become more common, even  on a supra-  
nat ional  level  and this has  reached its peak  in the  
p repara t ion  (now under  way) of a p rogramming  sys tem 
for the Common Market.  A m o n g  the  forerunners  of this 
sys t em of d i rect ion and co-ordinat ion  w e r e  the "Gen- 
eral Aims" of the  High Author i ty  of the European Coal 
and Steel Community,  publ ished since 1956, and the 
Five Year Programmes in t roduced  s ince 1958 by  the 
European Atomic  Energy Commission,  as well  as the  
nat ional  Long-term Programmes worked  out wi thin  
the  ERP f ramework  for the per iods  1948/49--1952/53, 
as a condit ion of American economic  aid. 

Finally, if we  consider  that  on many  s ides  the re  is a 
demand  for a concept  of overal l  economic  p lanning 
even  in those countr ies  which do not current ly  go in 
for planning, it can be seen that  the genera l  t en d en cy  
is towards  a si tuation where  the  fascinat ion of plan- 
ning takes  an ever  firmer hold. This t en d en cy  is the 

i Theoretical attempts to differentiate between "planning ~ and  
"programming" have not so far been convincing, nor does practi- 
cal experience reveal a n y  d i f ference .  It should merely be said 
that the  c o n c e p t  of "programming'--obviously for psychological 
reasons--is preferred where there is very outspoken criticism of 
state "outline planning" or "planification'. 
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more conspicuous because  it is ,  i n  general ,  countr ies  
with p lanned economies  which have  increas ingly  
serious economic problems to contend with. 

The reason why  the fasc ina t ion  of planning is catching 
on in spi te  of this obvious  contradic t ion is threefold:  
First, under  the inf luence  of p lanning ideas w h i c h - -  
cons idered  log ica l ly - -a re  cer ta in ly  at t ract ive,  the re- 
al i ty of planning is to a large extent  neglected,  in the  
same way  as the s ignif icance  of the ever  vary ing  sets  
of c i rcumstances is over looked .  Secondly,  scientif ic 
circles are often apt to g ive  the  impress ion that  there  
is no longer  any par t icular  difficulty in solving satis- 
factori ly the problems connec ted  with prognosis.  Re- 
f inements  of method are of ten taken for improvements  
in prognost icat ion.  Thirdly,  economic pol icy in coun- 
tries which do not have  p lanned  economies  has lacked 
convict ion in recen t  yea r s  and this again has made  
planning appear  more  a t t ract ive.  

In view of this situation, it becomes the more  urgent  
to discuss the pros and cons of s tate  outline planning.  
To find an answer  we must  s tar t  from the quant i ta t ive  
and qual i ta t ive  eff ic iency of economic planning as 
pract ised in Wes te rn  Europe since World  War  II. 

Quantitative Efficiency of Planning 

At the nub of the quant i t a t ive  target  sys tem of eco- 
nomic p lanning are ce r ta in  GNP growth-ra tes  which 
have  to be  rea l ised s imul taneous ly  wi th  addit ional  
overal l  economic ta rge ts  of full employment ,  mone ta ry  
stability,  the ba lancing  of payments  and a p rogress ive  
income distribution.  The dominant  part  p layed  by  
growth-ra tes  is exp la ined  by  the economic develop-  
m e n t , w h i c h  has  in e v e r y  case  p receded  decisions t o  

plan the  economy,  by  the growing demands  made  by  
all sectors  upon the nat ional  product  and by  the 
p iecemeal  methods  used  in this same planning.  

Vary ing  methods  are used to break down the macro-  
economic aggrega te  figures. Whereas ,  in first plans, 
the  b reak-down has, as a rule, been res t r ic ted to a 
few broad ca tegor ies  (in the first French plan there  
were  seven,  and s e v e n t e e n  in the first British Five 
Year Plan), subsequen t  plans are a lways broken down 
into a grea te r  number  of categories,  both  by  sector  and 
regional ly  or /and an increasing number  of separa te  
plans  is prepared.  The fourth French Plan (1962/1965) 
- - c o n t r a r y  to what  was asser ted  by the curreat  Com- 
missaire  au Plan that  it was "un plan de  branches,  
et non un plan d ' en t repr i ses  o u  d e  p r o d u i t s  " 

(a plan for sectors ,  not  a plan for firms o r  p r o -  
d u c t s ) " - - a l r e a d y  conta ined detai led targets  for in- 

dividual  goods and performances .  

A n y  s ta tement  about  quant i ta t ive  eff iciency can be 
made  in three  different  ways:  first, by making a com- 

par ison wi th  the  economic deve lopment  which took 

place  before the  plan was introduced;  secondly,  by  

making  a compar ison with economic deve lopment  in 

2 p .  M a s s ~ : Les principes d e  l a  p l a n i f i c a t i o n  f r a n c a i s e  ( T h e  
Principles of French Planning), Weltwirtschaftliches Archly, Vol. 
82 {1964}, Issue I, p. 121 {Editor's emphasis}. 

comparable  countr ies  with unplanned economies;  
thirdly,  by  means  of a "Should Be/Is" comparison. 
These three  methods  lead to ve ry  different results 
which, in each case, should be t reated with consider- 
able reservat ion.  

a) The t a rge t - -whiah  is tied up with planning deci- 
s i o n s - o f  achieving a more  rapid economic growth 
and thus an improvement  in economic deve lopment  
has been  met  in the countr ies  under  consideration.  
Cont ra ry  to expectat ion,  the  effects of war  were  
speedi ly  overcome,  the  pre-war  problem of unemploy-  
ment  was also solved in the first few post -war  years  
and cont inuing economic growth set  the scene for a 
genera l  r ise in the s tandard  of living. 

A n y  comparison with ear l ier  economic development  
appears,  therefore ,  to indicate the expediency  of "out- 
line planning",  wi th  its ant ic ipated  quant i ta t ive suc- 
cesses,  as far as  full exployment ,  a growing national  
product  and a rise in general  s tandards  are concerned.  
This conclusion,  however ,  is w eak en ed  by  comparably  
high rates  of inflation, tangible distort ions of balance 
and somet imes  considerable  ba lance-of-payments  
difficulties which, in recent  years,  have  forced the 
Governments  of France, Britain, I taly and the Nether-  
lands to take some very  drast ic  measures  to stabilise 
their economies.  

G r o s s  D o m e s t i c  P r o d u c t  G r o w t h - R a t e s  I i n  
12 O E C D  C o u n t r i e s  1949-1965 

Aver" J i J1964 i Country age 1960 1961 1962 1963 ~ i 1965 1949---- I 
1959 i 

Federal Rep. 
of Germany 3 7.4 4 8.8 5.4 4.2 3.2 5.5 4.5 
Austria 6.0 9.2 5.2 2.3 4.4 5.6 5.0 
Italy 5.9 6.9 8.3 6.0 4.8 2.7 3.0 
Switzerland 5.2 7.6 8.7 5.1 4.5 5.1 4,3 
Holland 4.8 5 9.6 2.0 3.1 4,5 5.2 3.5 
France 4.5 6.2 4.5 6.3 4.7 4.5 2.5 
Canada 4,2 6.0 5.0 6.0 6.5 
Norway 3.4 6.1 5.6 3.3 5.0 6.5 5.0 
Sweden 3.4 4.0 5.8 3,5 3.3 6.2 4.0 
USA 3.3 2.5 2.0 6.0 3.0 5,0 5.5 
Belgium 3.0 5.2 3.2 3.9 4.0 5.0 3.5 
Britain 2.4 4.6 3.3 0.2 2.9 4.5 2.0 

I Expressed in factor costs of 1954 prices. 2 Provisional figures. 
3 After 1960 these figures include the Saarland and West Berlin, 
4 Average 1950-1959. s Based on 1953 prices. 

S o u r c e s : United Nations: Economic Surveys of Europe, 
Geneva 1962 ft.; OECD: Economic Surveys 1964/65 and 1965/66; 
OECD: Economic Prospects for 1966, Paris, February 1966. 

b) Because of the differing s tages of deve lopment  and 
varying sets  of c i rcumstances (economic and other-  
wise), it is ex t remely  complicated to make a valid 
comparison with economic deve lopment  in countr ies  
which do not have  a p lanned economy.  It is impossible  
to voice any opinion unless it can be genera l ly  es tab-  

1/shed that the up-turn achieved by  means  of "outl ine 

planning" (compared with pre-war)  has also occurred  

in countries w i t  h o u t  p lanned  economies.  This 

further  weakens  the (in part) pos i t ive  impress ion of 

quant i ta t ive  planning eff iciency which is gained w h e n  

the first method is applied. 
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c) In general ,  a compar ison of the p l anned  ta rge ts  

wi th  f igures ac tua l ly  rea l i sed  is be l i eved  to be  a re- 

l a t ive ly  solid basis  for judg ing  quan t i t a t i ve  p l a n n i n g  

efficiency. But under  closer s c ru t iny  this  m e t h o d  also 
appears  dubious.  

Inves t iga t ions  show tha t  t he  more  and  more  differ- 
en t i a t ed  p l ann ing  targets  w e r e  e i ther :  a lmos t  rea l i sed l  
or they  fell far  shor t  of the target ;  or the  ta rge ts  we re  
over-reached.  Addi t ional ly ,  it must  be  sa id  that ,  as a 
genera l  rule, dev ia t ions  from p lan  a re  a g g r a v a t e d  b y  
fu r ther  b reak ing  down the  a g g r e g a t e  f igures and  b y  
l eng then ing  p l ann ing  periods.  But a th i rd  gene ra l  find- 
ing is even  more  remarkab le ,  i.e. t ha t  dev ia t ion  from 
p lan  whe re  the  aggrega te  f igures  are  comparab le  
(e.g. public  and  p r iva t e  consumpt ion ;  publ ic  and  pri-  
va t e  inves tment)  are g rea te r  in the  publ ic  t han  in the  
p r iva te  sec tor  of the  economy.  

Hi ther to  these  f indings h a v e  held  wi thou t  except ion,  
bu t  it is difficult to make  a n y  eva lua t ion ,  first because  
of the  differ ing p lann ing  r equ i r emen t s  and, s econd ly  
because  of the  degree  of l iabi l i ty  which is expressed  
in s ta te  p l ann ing  policy, bu t  no t  in the  ma in ly  differ- 
en t ly  ph ra sed  s t a t emen t s  m a d e  by  the  p lanners .  

By str ict  s tandards ,  whe re  any  dev ia t ion  from ta rge t s  
is g iven  an equa l ly  nega t i ve  ra t ing,  all p l ann ing  ex- 
pe r imen t s  to date  would, w i thou t  except ion,  h a v e  to 
be  cons idered  failures,  a l t hough  to di f ferent  degrees .  
A priori,  this would mean  tha t  i t  is possible  to aGhieve 
a ba l anced  economic  d e v e l o p m e n t  b y  means  of a 
comprehens ive  sys tem of t a rge t s  and, equal ly,  tha t  
any  devia t ion  from this t a rge t  sys tem must  logical ly  
lead to an  imba lance  {bottleneck or excess  capaci ty) .  

However ,  if such an  uncompromis ing  me thod  is used  
to eva lua t e  quan t i t a t i ve  p l ann ing  eff ic iency it wil l  be  
ob jec ted  tha t  for  the  p r i va t e  sec tor  "out l ine  p l ann ing  ~ 
is m e r e l y  a s ignpos t ing  and  ind ica t ive  ins t rument .  It 
would  also mean  not  on ly  tha t  smal l  shortfal ls  bu t  
a lso amounts  in excess  of t a rge t  should  be  t a k e n  to 
m e a n  tha t  the  p l an  h a d  b e e n  fulfi l led successfu l ly  for 
in  such cases the  p lan  is cons ide red  to h a v e  s h o w n  
p rope r ly  the  d i rec t ion  of d e v e l o p m e n t  and  thus  en- 
couraged  or acce le ra ted  economic  ac t iv i ty  in these  
sectors .  In add i t i on - - s o  the  a rgumen t  goes - - shor t f a l l s  
a r e  more  or less compensa t ed  for by  such achieve-  
ments .  

Those  who  are  inc l ined  to a g r e e  wi th  t he se  a rgumen t s  
and  to lower  the i r  s t anda rds  of p l ann ing  accu racy  
will  also h a v e  to admit  t ha t  any  fu r ther  discussion of 
quan t i t a t ive  p l a n n i n g  e f f ic iency  is useless.  First, be- 
cause  this would  lead to a f rui t less  discussion about  
w h a t  degree  of dev i a t i on  from plan is, in fact, ac- 
cep tab le  and can  be  dec l a red  a success.  Secondly,  i t  
would  lead to an  equa l ly  unsa t i s fac to ry  and  endless  
con t rove r sy  abou t  wha t  dev ia t ions  can  be  compen-  
sa ted  for at any  g iven  time. For i n s t a n c e - - t o  g ive  a 
concre te  e x a m p l e - - i t  wou ld  be  necessa ry  to ask 
w h e t h e r  a 24 ~ shor t fa l l  be low ta rge t  in the machine 
tool indus t ry  is be t t e r  b a l a n c e d  b y  a 4 2 %  overfulfi l-  
men t  of a t a rge t  for t h e  chemical  i, ndus t ry  or b y  a 

47 "/o over fu l f i lment  of the  p l anned  f igure in the auto-  
mobi l e  indus t ry .  

It can  be  seen t h a t  the  planners" a rgumen t s  tend  to 
force d iscuss ion  of q u a n t i t a t i v e  p l a n n i n g  ef f ic iency in 
a d i rec t ion  w h e r e  a n y  s t a t emen t  of op in ion  no  longer  
appea r s  ob jec t ive .  

Thus,  in spi te  of a t w e n t y - y e a r  pe r iod  of expe r imen-  
t a t ion  and  judgi, ng from its q u a n t i t a t i v e  e f f ic iency  
h i ther to ,  economic  out l ine  p l a n n i n g - - s e e n  as a w h o l e  
- - a p p e a r s  s o m e w h a t  u n c o n v i n c i n g ;  it r ema ins  to be  
seen to w h a t  ex t en t  this  type  of p l ann ing  can  be  
jus t i f ied  b y  its qua l i t a t i ve  meri ts .  

Qualitative Efficiency of Planning 

The  qua l i t a t i ve  e f f i c iency  of p l a n n i n g  p rac t i ce  to da te  
is bes t  po in t ed  up b y  a compar i son  b e t w e e n  the  theses  
e x p o u n d e d  by  p l a n n e r s  and  the  ac tua l  pos i t ion  at  a n y  
g i v e n  t ime:  

1. The  type  of p l a n n i n g  pract ices ,  r e c o m m e n d e d  or 
d e m a n d e d  h i t h e r t o  is e v e r y w h e r e  descr ibed  as 
o u t 1 i n e p l a n n i n g  and  is r es t r i c ted  (or supposed-  
ly  res t r ic ted)  to mac ro -economic  agg rega t e  f igures ,  
to b r o a d  sec tors  of the e c o n o m y  {agriculture,  
power ,  communica t ions ,  etc.), d e v e l o p m e n t  a reas  
a n d  the  social  in f ras t ruc ture .  

In those  count r ies  of W e s t e r n  Europe  which  h a v e  gone  
over  to p l a n n i n g  and  w h e r e  two or m o r e  p lans  h a v e  
a l r e a d y  b e e n  p r e p a r e d  t he re  has  been,  w i thou t  excep-  
tion, a p rog re s s ive  ex tens ion  and  s imu l t aneous  in ten-  
s i f ica t ion  of p l a n n i n g  act iv i ty .  This  is expressed  in 
two ways :  f irst  in  the  ex tens ion  of the  cen t ra l  p l an  
and  the  inc reas ing  n u m b e r  of ca tegor ies  i t  con ta ins ;  
secondly ,  in the  c o n s t a n t l y  r is ing n u m b e r  of s epa ra t e  
plans .  It is e x t r e m e l y  doubtful  w h e t h e r  p l a n n i n g  sys-  
t ems  deve loped  in  this  w a y  can  r ea l ly  b e  desc r ibed  
as "out l ine  p lann ing" .  

2. Co l l abora t ion  b e t w e e n  r ep re sen t a t i ve s  of indiv id-  
ual  economic  sec tors  and  groups  in  the  v i r i o u s  
p l a n n i n g  and  a d v i s o r y  forums is no t  cons ide red  
on ly  as a specif ic  express ion  of the  p r e d o m i -  
n a n c e  o f  d e m o c r a t i c  p r i n c i p l e s  e v e n  
i n  e c o n o m i c  l i f e ,  but  as a g u a r a n t e e  t ha t  
s u c h  p l a n n i n g  w i l l  b e  h i g h l y  r e -  
a l i s t i c .  

Tak ing  the  first po in t  of view, it shou ld  b e  s ta ted  t ha t  
r ep r e sen t a t i ve s  of p r i va t e  indus t ry  w h o  co l l abora te  in  
p l a n n i n g  and  adv i so ry  forums are  i nv i t ed  to do so at  
the  sugges t ions  of a g o v e r n m e n t a l  c en t r a l  p l a n n i n g  
a u t h o r i t y  (in France,  for example,  the  Commissa i r e  au  
Plan) and  pa r l i amen t s  are  not  c o n c e r n e d  in  the  selec-  
t ion  procedure .  Thus  the re  is at  l eas t  a poss ib i l i ty  t ha t  
the  g o v e r n m e n t  wil l  se lec t  only  pe r sona l i t i e s  of w h o m  
it  app roves  and  of whose  basic  c o n c u r r e n c e  t he re  is 
no doubt .  Whe the r ,  and  to wha t  extent ,  g o v e r n m e n t s  
m a k e  use  of this  oppor tun i ty  canno t  be  e s t ab l i shed  in 
specif ic  cases. 

N a r r o w  l imi ta t ions  are  p laced  u p o n  w h a t  would  b e  
the  op t imum degree  of rea l i ty  in p lann ing .  Even  o v e r  

20 LNTERECONOMICS, No. 1O, 1966 



one-yea r  periods,  the i n v e s t m e n t  ta rgets  set  by, for 
ins tance ,  coal, i ron and  s teel  indus t r ies  at  the  beg in-  
n ing  of each yea r  at t he  reques t  of the  High  A u t h o r i t y  
of ten differ impor tan t ly  from tha t  i nves tmen t s  t h a t  
are, in fact, made.  Even the  genera l  l ine  of deve lop-  
men t  is no t  a lways  pred ic ted  correct ly .  In the  m o n t h l y  
es t imates  made  by  en t r ep reneu r s ,  for example  (i.e. 
es t imates  r e l a t ing  to order  figures),  the  accu racy  
quot ien t  is not  much more  t han  50% . Wi th  four or  
f ive-year  p l a n n i n g  per iods  the  degree  of u n c e r t a i n t y  
is v e r y  much greater .  VCe m a k e  only  marg ina l  m e n t i o n  
of the  p rob lem of p red ic t ions  of in t en t  by  en t re-  
preneurs .  

3. The s c i e n t i f i c  b a s i s  of p l a n n i n g  is to be  
assured  b y  co-opera t ion  of sc ient is ts  in the  pre-  
pa ra t ion  of such plans.  

Here,  too, the  poss ib i l i t ies  are s t r ic t ly  l imited. If i t  is 
he ld  tha t  the  d e v e l o p m e n t  of consumpt ion  and  inves t -  
m e n t  canno t  be  p red ic ted  wi th  accu racy  th ree  m o n t h s  
a h e a d  but  tha t  the  t rend  and  the  approx imate  degree  
of change c a n ,  this  is v e r y  of ten not  the  c a s e - a s  
has  b e e n  seen, for ins tance ,  from the  predic t ions  of 
the  Dutch Cen t raa l  P l a n b u r e a u - - f o r  es t imates  cover-  
ing one yea r  only. For per iods  of severa l  years  the  
u n c e r t a i n t y  is v e r y  much greater ,  even  us ing  es t imates  
w o r k e d  out  b y  scient i f ic  methods .  The  power  esti- 
mates  for the las t  yea r s  and  the  "Genera l  Aims"  for 
s tee l  h a v e  left  v e r y  l i t t le  doubt  abou t  the  dif f icul ty  
of g iv ing  any  rea l  sc ient i f ic  bas is  to long- te rm prog-  
noses,  or abou t  the  risks i n h e r e n t  in such predict ions .  

From these  s e v e r e l y  l imi ted  oppor tun i t ies  for prog-  
nosis  it fol lows t h a t  the  data  con ta ined  in such p lans  
- - f r o m  the  overa l l  size of the  GNP down to ind iv idua l  
goods and  s e r v i c e s - - m u s t  be  r ega rded  as the  r e su l t  
of va r ious  compromises  w o r k e d  out  be t w een  pe r sons  
co l l abora t ing  in d r a w i n g  up the  plan. The p l anne r s  
a re  de luded  into a s suming  tha t  such compromises  m a y  
r ema in  p rac t i cab le  t h r o u g h o u t  the  four or f ive -yea r  
period.  

4. The pa r t i c ipa t ion  of r ep re sen ta t ives  of ind iv idua l  
sec tors  and  g roups  of the economy in d rawing  up  
the  p lan  is t ied u p  wi th  the bel ief  tha t  these  peop le  
and  the  o rgan i sa t ions  t hey  rep resen t  w i 1 1 b e - 
h a v e  i n  a c c o r d a n c e  w i t h  t h e  p l a n .  

It has  m e a n w h i l e  b e c o m e  v e r y  appa ren t  in France,  
Br i ta in  and  I ta ly  t h a t  this  bel ief  becomes  wishful  
t h ink ing  as soon as one  or ano the r  of the  groups  feels  
tha t  it has  no t  b e e n  g iven  suff icient  cons ide ra t ion  
(i.e. accord ing  to i t s  own es t imate  of its impor tance)  

in  the  fo rmu la t i on  of the  p lan  and  the facil i t ies it 
offers. Al l  t hose  who  feel  they  h a v e  been  p re jud iced  

are,  b a s e d  on  pas t  exper ience ,  incl ined to seize e v e r y  

o p p o r t u n i t y  to  c o m p e n s a t e  themse lves  by  o ther  m e a n s  

and  this  mus t  in  e v e r y  case  lead to non-ful f i lment  of 
the  plan.  Equally,  w h e r e  the  sys tem of mul t i - la te ra l  
compromise  is first  in f r inged  b y  one group, this  
m e a n s  t ha t  all  o the r  groups  are re leased  f rom the i r  
obl igat ion.  J u s t  b y  cons ider ing  the  l imi ta t ions  upon  
p rognos i s  or  the  d i so rgan i sa t ion  of the  p lan  caused  
b y  ex t e rna l  e conomic  in f luences  we can see  t ha t  i t  is 
wishful  t h i n k i n g  to hope  p l a n n i n g  will ach ieve  any  
genera l  and  p e r m a n e n t  ba l ance  of interests .  

5. In m a n y  cases  t h e  S t a t e  i s  d e m a n d e d  t o  
a d h e r e  s t r i c t l y  t o  t h e  p l a n  regard less  
of w h e t h e r  the  leg is la ture  is i nvo lved  in the  pre-  
pa r a t i on  of the  p lan  or  not. 

Pr ima facie, the  fact  tha t  the  Sta te  i tself  t akes  the  
dec is ion  to plan,  decides  the  n a t u r e  of the plan,  ex- 
erc ises  a dec i s ive  in f luence  upon  the  p r epa ra t i on  of 
the  p l an  and  thus  gives  e v i d e n c e  of its pa r t i cu la r  
i n t e r e s t  in  the  coord ina t ion  of all economic  decis ions  
to be  t a k e n  o v e r  the  per iod  in ques t ion  unde rp ins  th is  
claim. On  t he  o the r  hand,  the close and  rec ip roca l  
r e la t ions  and  i n t e r d e p e n d e n c i e s  exis t ing b e t w e e n  the  
p r i va t e  and  publ ic  sec tors  ga in say  it. Devia t ions  f rom 
one  aspec t  of a p lan  (e.g. un fo re seen  inc reases  in 
wages  and  salar ies)  enta i l  unavo idab l e  and  corres-  
p o n d i n g  d i v e r g e n c e s  e l sewhere .  Ove r  and  above  this, 
it mus t  be  cons ide red  tha t  ex t e rna l  factors h a v e  more  
in f luence  upon  economic  dec is ions  t aken  by  the  Sta te  
t h a n  is the  case  in the  p r i v a t e  sector.  Thus to c la im 
tha t  the  Sta te  has  an  a b s o l u t e  du ty  to a d h e r e  to 
the  plan,  w i thou t  a l lowing  any  "con t ingency  fund  ~ 
based  on income  and  ou tgo ings  (i.e. not  to a l low 
exempt ions  f rom the  plan) is unreal is t ic .  

Ne i the r  of these  points,  h o w e v e r  (economic inter-  
d e p e n d e n c e  and  ex te rna l  inf luences)  is suff ic ient  to 
exp la in  the  u n e q u a l  degree  of d i v e r g e n c e  b e t w e e n  
s ta te  dec is ions  and  p l a n n i n g  ta rge ts  which is p r e s e n t  
in e v e r y  country .  This p h e n o m e n o n  can  on ly  be  under -  
s tood by  cons ider ing  t he  fol lowing aspec ts  of 
p lanning .  

6. Bel ievers  in  "out l ine  p l ann ing"  con t inua l ly  em- 
phas i se  t ha t  this  is n o t  b i n d i n g  u p o n  t h e  
p r i v a t e  s e c t o r  o f  t h e  e c o n o m y .  For  
this  sector,  da ta  con t a ined  in the  p lan  are  on ly  
in t ended  as an  ind ica t ion  of which use  can  be  m a d e  
in p l a n n i n g  ind iv idua l  i n d u s t r i e s - - o r  not. 
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In v iew of the compara t ive ly  much grea te r  number  of 
decis ion-makers  in the p r iva te  sector,  it would  be 
obvious to assume, if such p lanning is real ly  not  bind-  
ing for them, that  their  deviat ions  would  be corres-  
ponding ly  greater,  even  using comparable  aggrega te  
figures. However ,  this is not  the case in all countr ies  
wi th  p lanned  economies for reasons which show tha t  
both the al legedly indicat ive character  of the p lan  
vis-a-vis  the pr ivate  sector  and the asser t ion  that  the  
French Plan is not a "plan de produits"  are  pure  
decept ion:  

a) In F r a n c e ,  meanwhi le ,  a comprehens ive  and  
ex t remely  differential  arsenal  of economic devices  has  
been  developed,  s tretching from confe rment  of t he  
r ibbon of the Legion d 'Honneur,  th rough a grea t  var i -  
e ty  of subsidies,  f ixed pr ices  and wage  ceilings, to 
State credit  handouts  and credi t  control .  All  these  are  
used to guide pr iva te  decis ions in w h a t e v e r  d i rec t ion  
the  State considers  desirable.  Never the le s s  it is some-  
t imes be l ieved that  there  are cons iderable  d i f ferences  
be tw een  planning pract ice  in the  Eastern bloc and in 
France,  since in the former  orders  are  g iven  by  the  
State  and in the lat ter  t hey  are not. One  cannot  help 
wonder ing,  however ,  whe the r  the grant ing  or with-  
holding of facilities to raise funds on the capital  mar-  
ket, the grant ing or o the rwise  of subsidies,  etc., a re  
any  less effect ive than  a s t ra ight forward  "direct ive  
from above".  

b) In t h e N e t h e r 1 a n d s - -  as long as unemploy-  
ment  was  re la t ive ly  high and apar t  from the State 
inf luence on import  pr ices  and a differential  sys tem 
of subsidies  mainly  in favour  of expor t ing  industr ies  
- - t h e  decis ive factor  inf luencing the approximate  ful- 
f i lment of Government  targets  has been,  in the main, 
the State wages  policy. But s ince a s tage  of full and  
even  ove remployment  has been  reached previous  State 
pol icy in wages  has become ineffective.  For this rea- 
son, discussions are be ing  held  in Hol land both  about  
the use  of drast ic  s tabi l isa t ion methods  and on n e w  
and more  effect ive methods  of enforcing a State pr ices  
and incomes policy. 

c) In N o r w a y State  manipula t ion of import  prices,  
a comprehens ive  sys tem of price and income subsidies  
and State control  of the  wages  s t ructure  were  the 
main methods  with which the  Social Democrat ic  Gov- 
ernment ,  until  its defea t  in September  1965, was try- 
ing to guide the behav iou r  of decis ion-makers  in the 
p r iva te  sector.  ~) 

d) In B r i t a i n  the State "Prices and Incomes Pol- 
icy" is r egarded  as the  nub of the p lanning pol icy 
in t roduced  by the  Labour  Government .  

e) In B e l g i u m  and I t a 1 y there  has recent ly  been  
discuss ion about  an ef fec t ive  State incomes policy 
s ince these  countr ies  have  met  wi th  difficulties in 
implement ing  their  plans.  4 

3 See Kartheinz K 1 e p s : V, rirtschaftsplanung in Norwegen (Eco- 
nomic Planning in Norway: Hamburger Jahrbuda ffir Wirtschafts- 
und Gesellsdaaftspolitik, 10th Year (1965); published by H,-D. 
Or t l i e b  and B. M o l i t o r ,  Ttibiugen 1965, p. 186ff. 
4 The opportunities and limitations of State prices and incomes 
policies as a method of overcoming problems of inflation are to 
be investigated in a later contribution by the author. 

Hi ther to  all these  and other similar measures  which 
are  used to implement  p lanning  in the pr iva te  sec tor  
but are not  men t ioned  in the " indica t ive  out l ine plans"  
have  been  in each case, e i ther  only  par t ly  successful  
or have  tailed as to their  quan t i t a t ive  eff ic iency;  this 
is mainly  because  provis ions  con ta ined  in var ious  
in ternat ional  ag reemen t s  do no t  al low the  d eg ree  of 
control  over  foreign t rade  requ i red  by such a p lan  and 
also because  the degree  of d i f ference  wi thin  the  econ- 
omy is too great ,  as are  the  numbers  of pr iva te  
decis ion-makers ,  compared  wi th  the b r eakdown  of the 
plan, to be able to exerc i se  State control  wi thout  
a l lowing loopholes .  

T h u s - - w i t h  the  except ion  of S w e d e n ~ - - w h i l s t  the 
general  t e n d e n c y  is for State  inf luence  on the  be- 
hav iour  of pr iva te  dec is ion-ma~ers  (not l eas t  the 
unions) to increase  wi th  " indica t ive  outl ine p lanning"  
and for ef fec t ive  co-ordinat ion to he achieved in this  
sector,  it is apparen t  that  State  authori t ies  are  not  
p repa red  to subord ina te  their  f reedom of act ion to 
any  plan. 

7. W h e r e a s  French planning,  for example,  is de- 
scr ibed by  its en thus ias t s  as a "cr6ateur  de simpli- 
cit6", the  EEC Commiss ion  r ecommends  the  jo in t  
p rogramming  which it advoca tes  as an inst rument ,  
not the least  of whose  serv ices  will  be to r e d u c e 
S t a t e  i n t e r v e n t i o n .  

Leaving aside the  p rogramming  for the  Common Mar-  
ket  which is still in a p repa ra to ry  stage,  the  economic  
deve lopment  of e v e r y  count ry  which is supposed ly  
aiming at reducing State in te rven t ion  by  means  of 
"outl ine planning"  (with the excep t ion  of Sweden) i~ 
prec ise ly  the  opposite.  In this respect ,  countr ies  wi th  
p lanned  economies  are  not  bas ica l ly  v e r y  di f ferent  
from the o ther  W e s t e r n  indust r ia l  countr ies ,  but,  on  
the one hand,  in this connec t ion  it is a ques t ion of 
compar ing  the p lanners '  theses  wi th  current  real i ty,  
on the o ther  hand, there  is also an unmis takable  a n d  
re la t ive ly  s t rong increase  of in te rven t ion i sm in coun-  
tries wi th  p lanned  economies.  Even if there  are differ- 
ences of degree,  this holds for the Ne the r l ands  and 
N o rw ay  jus t  as much as for France,  w h e r e  there  is an 
even more  rapid degree  of esca la t ion  as far as inter-  
vent ion  is concerned.  The British sys tem of p lann ing  
and the con templa ted  "Prices and Incomes Policy" 
lead us to ant ic ipa te  a similar deve lopmen t  there .  

8. Its suppor ters  be l ieve  that, as a direct ional  and 
coordinat ing device,  economic  out l ine  p lann ing  
ensures  a m o r e  r a t i o n a l  S t a t e  e c o n o m i c  

p o l i c y .  

There  is no objec t ive  crit ique which helps  to p rove  
convinc ingly  that  this thesis  is r ight  or wrong,  but  
actual  deve lopmen t  tendencies  h i ther to  give some 
grounds for doubt,  also about  ra t iona l i sa t ion  argument .  

9. The reference  to the often l e n g t h y  p e r i o d s  
o f  f r u i t i o n  o f  p r i v a t e  i n v e s t m e n t s  

5 See also Karlheinz K I e p s : Langfristige Wirtschafts- und So- 
zialplanung in Schweden (Long-term Economic and Social Planning 
in Sweden): Hamburger Jahrbuch ffir Wirtsd~afts- und Gesell- 
schaftspolitik, ltth Year (1986), published by H.-D. O r t 1 i e b  
and B. M o l i t o r ,  Tfibingen, 1966, p. 60ff. 
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is one of the a rguments  in favour of out l ine plan- 
n ing extending over  a per iod of severa l  years  be- 
ing used as a guiding and co-ordinat ing device  also 

in the pr ivate  sector.  

Apar t  from the fact tha t  pr iva te  investors  often need  
to look much further  ahead  than  a four or f ive-year  
p lanning period, no out l ine  plan cover ing  severa l  
years  has yet  been  p repa red  which, a year  later, 
seemed anything  more  than  a doubtful  basis for just i fy-  
ing State in te rven t ion  in the pr ivate  sector,  more  than 
an object  for academic  discuss ion or even  more  than 
a myth  (France!). This is the basis of the idea of 
"progressive" (rolling) p lanning  which has been  
evolved  in Sweden so that  a p lanning per iod  of sev-  
eral years  can be r ev i sed  ei ther  at in tervals  of one  
yea r  or when  un fo re seen  and serious disrupt ions  of 
plan occur; this a l lows the  plan per iod to be amended  
correspondingly.  However ,  s ince it is more  difficult 
for en t repreneurs  to base  their  p rognoses  upon such 
general  figures and  s ince the necess i ty  for revis ion 
increases  as aggrega te  figures are fur ther  b roken  
down, it is difficult to see  what  useful indicat ions  this 
type  of "progress ive"  p lann ing  will offer w h e r e  de- 
cisions on pr ivate  i nves tmen t  are concerned.  

10. In general ,  it is a rgued  by  its suppor ters  and by  
those responsible  for p lanning that  out l ine plan- 
ning for periods of severa l  years  is a m e t h o d  
o f  i n t e n s i f y i n g  c o m p e t i t i o n  a l though 
scarcely  anyone  of them omits to express  his per-  
sonal convic t ion  of the  super ior i ty  of the  marke t  
economy system. 

The contrast between such pronouncements and actual 

planning practice--which is all we are concerned with 

--is so great that no more detailed explanation is 

generally given of how competition is intensified by 

planning. Only in France has it been candidly stated 

in various quarters that what is intended is not so 

much to intensify competition between d o m e s fi c 

firms as to intensify the international com- 

petitiveness of the French economy. 

Not even the EEC Commission appears to have any 

very clear idea as yet of the competitive efficiency of 

the joint programming it is aiming for. Although the 

Commission stresses that particular emphasis he 

placed upon the maintenance and encouragement of 

competition; but apart from such general statements, 

it has not yet succeeded in removing the contradic- 

tions contained in its recommendations of July 1963. 

In these  r ecommenda t ions  both  "medium-term" pro- 
g ramming  and nat ional  outl ine p lanning are sug- 
ges ted  as me t h o d s  for improving the general  market  
informat ion and for overcoming  obstacles in the way  
of small and medium-s ized  firms which are not  in a 
posit ion,  as are their  more  important  competi tors ,  to 
mainta in  their  own research depar tments  or to com- 
miss ion scientif ic  ins t i tu tes  to make forward- looking 
inves t iga t ions  (market  research). W h e n  the joint  pro- 
g ramme is announced  this would  achieve a cer ta in  
ba lance  of informat ion  and would  thus give smaller  
and medinm-s ized  firms the chance to reach rat ional  
decis ions  so tha t  compet i t ion  becomes  stronger.  

But the same source  also s t a t e s - - a p p a r e n t l y  because  
it r ecognises  the  danger  of undesi rable  ant ic ipat ions 
connec ted  wi th  the  publ icat ion of official p rognoses  
and p r o g r a m m e s - - t h a t  the p rogramme to be publ i shed  
should  contain  only  data referr ing to aggregate  figures 
for the whole  economy and its b roader  economic sec- 
tors  (agriculture,  power,  communicat ions,  infrastruc-  
ture). Detai led p rognoses  should remain secret.  

It is obvious tha t  overal l  targets  will  not  real ly  sat isfy 
the hunger  of smal ler  and medium-sized firms for in- 
format ion and prognoses .  Such targets  are more  in- 
c l ined to p re jud ice  them still further, a l though most  
p robab ly  this also happens  w h e n  authori t ies  decide  to 
publ ish  deta i led  data  as well. For large firms h a v e  a 
v e r y  much be t t e r  chance of evalua t ing  such informa- 
t ions for the i r  own p lanning  than do smaller  and 
medium-s ized  firms. 

The publ icat ion of data  in connect ion  with a plan must  
there fore  be cons ide red  a failure as a me thod  for 
s t r eng then ing  competi t ion.  Par t icular ly  on oliogopolis-  
tic markets ,  the  resul t  is ra ther  the opposite,  part icu-  
la r ly  s ince the  cer ta inly  la tent  incl inat ions towards  
marke t  ag reements  are increased  by  the publ ica t ion  
of detai led targets.  For instance,  if, in a branch w h e r e  
there  are few compet i tors  a cer ta in  rise in tu rnover  is 
indica ted  and if the State is aiming to achieve its 
targets  of the  plan, the incl inat ion of firms on that  
marke t  to divide it up amongst  themse lves  will  be  the  
greater .  

This obvious miscalculat ion or underes t imat ion  of the 
nega t ive  compet i t ive  eff iciency inheren t  in centra l  
p lans  cover ing  the  pr ivate  sec tor  of the economy 
der ives  from a basic  att i tude which is hard  to recon-  
cile wi th  the  almost  universa l ly  exp res sed  convic t ion 
that  compet i t ion is of the u tmost  s ignif icance for eco- 
nomic  development .  
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