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'!'be eeonomlc 10118-1- pIaaniDg tMt la _ beiag COlI­

du<Ied in a nwnber of West ~ -.n._ bu 8JOW1I 
up wholly duriag the palt-war period. The or/giN of thiI 
plannin& actMty are partIy 10 be found iD the ~ 
that, at die ead of the war, many of the COIInfries that bad 
boen engaged iD the war were la«<! wim ~ diffj­

cult probleml, the rapid and e1'ft:cIive aolutilm of wbich was 
fek to requlre a more eent:rallsed IWI coordlnated policy. 
This pIanning waa thUl iDteaded to IaciJitailO the ftCORItrue­
liM J"O""'I> ud iD same _ (e.g., in England) il_1 
no Iurther. IM iD other -. the most well~ tample 
being FrallCe, the planning .mechanism _ dowe1oped and 
.trons ""re made to mould il iDto an Instrument that couId 
b< osed to guide developmtmt iDto the desired direction. 

Our own economic long-term plurung, carried out by 
the Long-Tenn P1anning CommiooioIII, iii pardy the result 
of ouuide influences : the ManhaII Plan reqWed recipilllt 
countries to draw up plans eoveriDg the _ to whicb the 
.id would be pULl Long-term planning bill .ubteq_tly 
b<en made into a petmanent institution and bill graclusl1y 
b<en ..nended through die studi .. made ewry Hrth yea.t by 
the Planning Commission •. 

Fundamentally, the Prench and Swedish planning ac­
tiviti .. have the __ goal, i.e., to set out tha dewlnpmeAt 
t<ndenci ... for a free _kel eeonomy." This lonn or ptan. 

's.. l. S_nllson and IL Bed<m.... -Lon ... Ttrm PIanaing in 
S"-", Sh ndinaviUa _ ... Q_rIy Rew..., No. 5. 1962. 
This >nid" .lt<> indlld<:d a _on! methoclolosical dU. ......... 10-

rethu with • pmen"'t1"" of the !'Utnning CommiuioD', Jleport 
tOvOri"l the y . ... 1960-65. 
• Thå mUll 1IOt toncal the fact that French pIoMing is _ 
"!>r_ti." ..... _ p!anning. 

the pub~c seetor. Here 100 it is lmportant not to regard in­
er'Med private eonsumption and more public consumption 
.. alternatives be~n wruch one l:Il3kes a free thoic,," For 
there is a fairly complex relationohip between she two. k· 
.um. Ihat, in Sweden at any rate, we have to recl<on in die 
ne'l ten years on a oontinued -trons ew.pansion of IM 
PI; ' " te demand for cars and h_ (including weekend 
cot tages et<..). This will necessitate, eithc:r a4 a mbsequent 
adaptation or by way of aovanee preparation by the public 
authorities, Il signilicant jnc~ase in Juc.h whol~ or part 
p"b~c joveSlmonts ... new roads and road lmpro_ents, !he 
planning of suburhs (parking opace, green beIts, camping 

ning il thua quice mu- iii "-eter bom the rWliYely 
infIetdbIe Ioctc-~ or the ~ countrJes. 
la the foll_iIIg l abaII ..,. to cM lOCIIe idea of the prob-
... m ........ lWI ......... u..t m ~ pIq-
nmgm ... -ror ...... _tn>e-.c- ................... 
1lIY. 

The Iwie prebIems that Ioctc-- plans of thillUnd ..... 
latendecllO ___ perhaps be dtscribed by ~ 

to the PJ-"-"'" deYeIopmtmt, ~ by lad: 
of ~fC in DlIlllY __ The start was ambiUous, wiIh 
plaaa l .. r...-..... m_ 'I'IIeM plaaa _ motMted, 

at ~ as w as s-dcn was eonoemed, by \WO objectives, 
flntly, b. nr.iIe the genaaI_ of ..-ch ud, ...,.,..,ny, 10 

1Uke up for the Iaclo or m_u m cerlam aeg!emd 
areas ... Ilh ... -.is, bOlIIeI, etc:. The high Iawl or m_­
lIIOIIf made it extmDeIr difflcuIt for the .. ttIhorities 10 &.ep 
.. finn hand on the _ IWI iaaer baIanee. This was very 
much she _ with our -.. _try. but she ~ 
m Pnmee m die begönnillg and middle of the 1950J is per­
haps a .nn better _mple of ~ ..,..awiy ambiti_ 
plans can 0IlIiIy gM rise 10 MOUS imbaI&nce. This Iaclo or 
balance was a sign thai she authori!ia, m thtir eocmomic 
policy, b~ not _&ed mete than one ude of die ~Iop­
menr Pl:osramme: in_ had reached the required 
leveI, b the sa ...... n«eSIIaty for the attninmeat or oqui­
äbrium ,- public or priwte - bad BOt increoued lO sh. 
same Cl<ltenL 

Smce savings m thi:I eon_ is the sa_ Al "1IOII-()QIIo 

lumptlo!1", the planning must ex.plicitly deal with eon­
_ption, 100. lt is in thi:I baIancing or c:onsumptioo IWI 
m_t that .... find ODe or the bui.: ptobIew or plan­
Ding: a re we ptepared In increue investmenta - and !hll$ 

pIaoes $:.), m __ ts that can be uid to ~ coI· 
lecti"" C>OIl.umption capita!. The fmal outcoo>e will proi>a­
bly be that a !arg .. perceötllge of she total m- m con­
SumptiOIl will ret:er 10 the c:onsumption outslde the ho.­
hold _tor whicb is m part Il functinn of the general eoI­
lectivisatjon of OUt Ii'ring and eultutal pattems, of whith 
mbanisation lo only on. expression. 

But tllåo i. llmply an additiona.l s_tural shift withln die 
f_rle of Il eonrmuaDy expanding total c:onsumpUOll. 
The ..uwation of wants i> not a fa<tor to wruth we need 
allot IL otrattgic role m _ p1lU1rung or pt'Oduction lOJ: 
satilfying the wanlS or tomom>W. 



.bot';n from coruumption today - so as to ensure a pater 
in"","", in OU< cOllSlll1lption possibilities in the futuro? In 
the fint place. ,... mml know how OU< (utu.re producthe 
<.apacit)' will be inllu<'flC<'d by different m" , .. mont plam -
" qul5tion on whieh Dur flll:tual knowledge is at present "". 
Hl"''''l}' limit«l. In tbe sooond place, tbe "chok." of a n". 
of growth al.<o rnlail. a balancing and O\-alualion 01 the 
prosont gen .... ation·. con,umption sequircmelllS agairut those 
of coming gen .... tiom. Here, oconomic thtory is unabl. lo 
off .. us any weU...,.,ablish.d analytlcal instrument; in fact, 
it lus not p\~n been abl. to gh ... a saMlIl:'ory theorctical 
lonnuLujon tO tbe prohlrrns. 

In .oh-ing this intert_poral problem, it il lUSUm«l that 
the gi",n rate of growth should be attain«l at tbe lowest 
possible cost, i .• .• with the small .. t possible in''tOlment>. This 
means th.lI long·tenn planning is bc«l with another prob. 
If'm, i.e., it must aim at the optimum allocation of the re .. 
sources of the """nomy. Thc desired . trUctural d .. " lopment 
must th.",fore be studi«l ."d, agaimt ,hil baclground, the 
J'e$()urces mm1 be di tributw bctwtt'n the different a rt'3S 

of we - bet\.\·~n tht" publjc a.nd prh-ate s«ton, and Ix ... 
twt'e.n the component parts or thesc settors. 

,re now t Omt to a thjrd t)"pe of problem that mlöl also 
be .. k.n im" "'(ounI. A problem 01 thi. t Yl'" has aln •• dy 
been mcntiont'd : the oo.l::.\flC'e bctween savings and invtst .. 
m''''I5. If the long·tenn plan in itself il not 10 kod to 
rh.lnges in the prjce' !t"\'el, plan ned ,uvings and plannt'd in .. 
\·tS~nu mu~t ~ual one another in the ACC't"ptcd plan. 
Even if the objttth'(" oC an hunchanged price If!\~" i~ per~ 
ha~ of a lhon-tt'OD nJ.ture. it ran in tlus way guid~ the 
de\'d(\pmf'nt In the long mn. A target for the baJanc(' of 
foreign tmde has, in principl~, till! ~ltJe importance for 
long-tt"flD planning. 

, There are .aJw orht"r m."lgnitudes thaI must be brought 
mlo balanre In 3 non-comradictory, or a coruistt'nt. plan. 
Tht hbour requJred. for the pbnlled \olume of productioll 
must ~ ~u31 to th~ I.upply of labour. l ~atura l gro\\ lh of 
tbc:- workmg popul:tllon and the ex(em of for('lg:n mip:rntion 
are cI('a rlr f.:tctOf' dut set an up~r hmi t to the zr()\\ th of 
the labour force in tht' t'conomy as a \ . .-hole, '--' 

111e5e haJ.anct' rd,j,tion..,hips rt'fer to the whole econOJll\ . 
H o\\'t'\t'"r) \\ l! h rcs!)("(1 to titt' di .. rribUtion of [( ourc~ \\ itJ:~ 

in this given total r~ tIaere allt ....... fl 
iimiIar probIcmt owinc to lM I~ iJuea... t ... 
- the deveIopment of the ,wi_ -.s. If .::.. 
u to be consistml, it is -..y, ror eumpIe, 1IIat die 
r""",try IClCtoI' in lM plan shouId be UaUocatetr' &af&:ieot 
reoources to .My the mw material ftlClaI-.. af !be 
form industries. In _I yean, both lM "-la lIId 
Swedish plans ha,." taken problem. al this __ imD lit> 

rount. 

Planning in stages 
Tbe", is clearly a ''''ry strong inl~ ~ thest 
th...., bask probl ..... in thai the ooIutiorJ ." Olle ........ 

tics down the ""ution of lM othtm. In order lo pi a naI 
grasp of this inten:l.pend....,.,. the plan should pedIaps bo 
Iormulated as a striet mathemltical mode!, where rhe ...... 
tion 'o cuh indiddual probltm is obtained simuIwIa>uoIy. 
Ho""",,,,, i, must be .aid st"'ightway thai this la _ prao­
tically (taMbI,, : we cenaillly do ""I ha~ _ 10 lIICb iD­
(ormation that would make it penible 10 dactibe, ift • 
total model. th.", complicate<l relationshipo in • way Illa. 
is meaninglullor the planning acddty. 

Both tbe French and Swedish long-tenn pIaMen Ila,,, 
im'ead used a p1anning mod.l whicb, by _ of __ 

,ive approximations, arrh-eo al a corWttent IOIution lo the 
problems. The method might be rderre<i 10 .. "planninc 
in .'ages .... ThiI mcans that r .... t 01 an lM buic dewIop­
mr.nt trends are 5<'1 out, trends that can be lUI1dIlOd to be 
of importance for the individual finn', appraiaal 01 ila 
future d.,,,Jopment. Examples are the growth of total in· 
<.orne, tbe growth of Ioreign dernand, and perhaps rhe Itwl 
of int ..... t rates and the wage development thai can be et­

I""'t«l during the planning period. 
In tbe light of thes. penpecti,'eS, the pIalU of the indl­

\ridual cconomic units are dum determined, i.e." lheir ~ 
in re.p<ct to their d~rnand for and supply al produtth .. 
resourc., a nd good,. Th. method. that hav" been app!itd 
here lmve \·. o,,,j (or different t)'pes of sectors. As far a' 

l lt lhould prrh3.ps be poinh'd out that this mtthod il nOl eaUtdl' 
th(' s.unr aJ Tinbtrgen', "plannrnc in SL\Jd" me-tbod, wbich JeeIDS 
(O be .... wider con("~pt. T mbtrSC"n's different au," refer JOI)1't 10 

th ~ tftatment of th(' bUIe probJt:ms outlinoo above. and GIll,. pa~ 
10 the SUCCt.-ulve approximations. ej. T'mbercen• "Pb.NliI'lJ ,n 
Stages", Stlluokonomisk T idnltrift, 1962j pa.lt' 1. ) 

privatt caaaumplioD is c:oncemecJ, It bu baa deIlnUnecI 
_ boIb lOIaIly ...... ID - -t, broAD dowa by • 
aumber 01 ptodud poupa - 011 the ... of the ___ 
~ ~ l!IIquiries ha .. hem CIII1ducted to at­

crnain the futuft cIemmd al individual incI-w -
pNeo for ptocIuctive _ - labour ..... m-
pdI_ .. weil. Iheir planAed productioD. on.- "micro­
p!an<" have lbmI hem agrep.tetI _ pIaaa for _ ar 

iftdUilria. at che __ time • tbey are RIYiIIwed by espena 
in the areas COIICt!I1Ied.' The plans ." the pabIic _ bhe 
beeo cletermined in a simiIar way. As .... the rost ." the 
economy, _ bu hem mada al expert ocudiet whk:h ttu­
light on lM future deweIopment la reapect ." the.abcM 
f"'ton. What is iavoIved here il thua not • dlrect "fUdat' 
of the plalll or the individual WIits. but ratber • "precIkt­
;ng" 01 the fullm! demaIId for Iabaur and capItaI ...... lM 
roIUJtM' of ptoductiorJ that can be actained. SimiIady. il can 
be said that the supply al labour il upredic:tetl" on lM buio 
of esptct«l populatiorJ growth and roreip JDisn.tiOD. In 
the planning procea thae r_ are COIIIidend \O be lM 
aggrogated rcsults ." lM individual enu .. ' plana for pro­
duction, consumption, in\_t, and supply of ..... de­
DWId (or labour. 

HOWNer, a buic condition for the fulfilment al tbese 
plans is that ther must be mutually consislent, SO thai the 
planned ptoduction on the micro-Ievd gives an inc:ome 
d",·.loptnent equi\'alent to that .......... ed in the .... w" po .... 
'pe<:tive. The next st.p is 10 see how far the total, " ..... 
gat«l" plan is in harmony with the previousIy mentioned 
balance rdationships. One of the mOlt important paints in 
thi. cont",! ia, of c:oune, lhe tesl asaociatetl with the quet­
tioll of .tability: dces the planned development mean an 
iner.ase in inc:om .. and thus an incr_ in coasumption 
.nd >avings, which will make pooslbIe the wlume ." invat­
menb planned by the busineu $eC1Or and the public SCCIor? 
Amentioned earlier, we have the same probIcmt for labour, 
foreign trad.., the interdependence be_ difIerent see­
ton, etc. 

If we fiod that we have a gap in the baIance relation· 
!bips, then the aggregate<l pLan is obviously not consislent; 
all 01 tbe units <.annot have their plans fulfilled, and the 

, for • mo", d ... iIod accounl of che plCOOd ...... .....s in detenllialnc 
Ihro plan$ of the individual economie wUu .. tee I .. SveJUlibon aad 
R, Bttkrnan) ibid. 
2f -1fI.tJ11 

....... will tIMa lie to __ .... of ........ U-
of __ I C _ ... ...., ..... foIIDw. 'I1IiI_dIM 
k.notaalytbe ......... ."a-farthe ..... 
IIÅII Jt&tIwity. The .....,...., ____ • _ be 

.... to ... CIIfPIaJ. ............. are'" ..... .... .... __ Porabwba -. ............. __ 

ap_tlle ... ofa ............. ~oftbe'-
de ok; t U~II ...... _«_ 
.". ~ _da 'ij ..... tU ..... of the Wo 
vId.I UIIitI are ............... haft pat __ m.r oa the 
"1IIIdu paiats" la the ~ The war la .... the 
pp il cJa.d • allo aD importuat part ." the ..... ttIDce 
tWa detamInes the clItet:Iioa of ectIIIIIIIIIc pa&c,. A pp be­
_1IMIIp ..... __ can thus be cJa.d by_ 
.... lIimed ~ at ..... or -'uIIveIy at m-
lIIeIIII, or at botb --.. ..... ~ The plan -
thcaefore indicaee the ecGIlDIIIIc policy .-paus that _ 

be aapIoyed II !be belanced developmIDl il lo be attaiDed. 
PIamaiDc "iD stapI' thus __ that _ feel out' war 

f-.nla ID a final ~ plan tbM (uIfIIIt all the 
~ n:IatiomIIipL The lint.I produet will be just .... a 
..... wblch reaIly ..-u ODe af lMIty pGIIibIe ~ 
of the ~ ---= motIeL HcMevw, M lM 
s-diah 1cIIIs-13tImI ...,.. aN m:ither tara.ny IlOl' in pne­
tiee raioed 10 the llatal 01 "public: plamD, thcn is DO ....... 

_ that !be economic policy will be fGl'Dl1llatled in lIICå a 
war that the filial plan will be ruIized. In this n!IpIlCt, the 
French pIannins ..... 10 be ~l DIOR reIiIbIc, cIue 
pudy to the finner inltitutiaDal aH orpniatiaDal plan­
niag forms thai have been cIew:Ioped thcn. A DIOR eeriouI 
obIIacle \O lM reaIization af the plans - and, far olMout 
reaso.... this is the cue with all pIannins countriea - il 
that the imperfeet infontlation on wblch the pIannins is 
bued gi_ extremdy wide marsins 01 uncertainty .. ...,. 
gards lM RlatiODsbip betwmI economic policy and actuaI 
011_. . 

l'IamIing modeIs 01 this type 111 ... enWI • --
01 in_ on _ of the tIIIee probImIII that wen: -­
detcribed as the b4uic pIObIemI of pIannins. The priawy 
purpote of p1anning is to give • pic:lIm! of an attainahIe 
development. The chniee betwa:n dlfferetll pGIIibIe pIam 
is bardly made to any a-t exteat apil1It the lIacIIpIund 
of tbc other !WO b4uic pzdlIemI. The ..,...,.nem. in both lM 
French and lM Swedish long-tenn pIam repnIinc the bal­
ance becweal consumption and invatDIeDt have, far ab­
vi_ ..-, become no DIOR than ~ As_ 



mentionod by \\11)' of introdllCtion. this problem bas not 
"",n bet" g1'''''' a ... tislaclOty th<oretital Cormulation. A. 
"'PIt" the aIlocation of producm... resouras among tbe 
,,,"OU> ....., .. n{ use. !hr pi.,., art' - only tO 1Omt: ""tenl 

_ in .. nd«l 'o g1'" resour<;" !hr most producti\-e employ· 
ment. For <XllrrIple. il is reoommended that priori,)" be 
gh"", 10 rertain public in,'t!StIIIt1\ts - roads, school., h"'pi­
tak. e'c., where the markct mecballism Glnnol funetion. As 
reganb the whol. of the pri\"11te "",tor, bo".."..r, we ha, ... to 
",ly on tbe forces of the marltt! as an tlfecti\"e .Uotation 

instrument. 
In ,-iew 01 d", abo\"e, il seerm natural that the much­

dr:bat«l problem regarding the "programrne" or "predic­
tion" , haraeter of the Swedhh long-term su""ys is oC lim­
hed interest. On <enain pain .. a .u ....... 1· of this kind must be 
& progra:mme - this is tbe C3$ft ,,;th the pubUc s«tor's 

progmnune for consumpllon and iD\'t'5tmenu. As {ar as thc 
private sector is concerned, on till" other han~ the plan 
looks like 3 prediction rnu~h ,,""" than a programme. T he 
presentation of the plan in the forn. of a ,ingir final figu,"" 
for c3ch inru\-i.dual item, without giving alternath'e out~ 

COInCS, can p robably be justifi«l to some e.xtent by the 
yolume of work that is thereby ~lvoided_ Thc mos, inter­
("Sting al lem ath-e would be :1 radicalt)' "diffenm" nltcl'na­

tin~ i and this \\ou!d Tl.-quin: an anaJysis at lsst as pt'nen a t· 
ing as tha t for thc main altf'.rna th.-e .. 

The practical significance of long-term 
planning 

Il " dear tha t, if this fonn of uconsi!tent planningU is to be 
d~'"\'('"loped into "optimum planning", grcmter knowledgc is 

required on both the fmpirical and tht"Ore:tical matteTS. h 
j" pcrh.::tps the lheoretiQ} de-ficieucts that are presently the 
biggt:st problem. sinc~ aU the we ll ·formulated optimuation 
crl t("ria tha t econorrUc Iheory has lo offer 5etm. from a 
plallnhig" \ il·Wpoint. to be fa r too amt r.1.Ct. \'-h:lt we- nC'ed 

}wre JS a ~pecifit vlanning thoory \"\'hich giva th~ criteria 
an opeclt iH' lUt'a ning and thus m..1k.cs il pos~ible {or our 

planners at lr:ast 3.pproxim..·udy w Cl'timatc the ga ins that 
can. be made through a. rcdistribulion of rcsourccs. In the 
M .. 'cond place, we mu't find th(' ('cnnofU1c policy itlstrumcrHs 
tha t 'wi ll eruble u-'" tO tum thcs(' ~im tO fuH accounl. 

H m\ e .. :~r, w {' must n Ol alkj.\\ these C"I.rcuJnstances to con ~ 
c('a.l tht< fa<:.t tha t tod:\}'s pb nning fumis.ht'S us. \'\Iith \"crv 

.... a laable infonnatlon, Through its de"\"elopmtnt alternati ... ~ 

it pnwida UI witb. lramcwort for 0IlI' ~1IDCl""'" 
the "gap analysis" we Ieam abouc the -.II JIQiIIls iii .. 
devdopmml, etc. In addition, we have 1he ........... 
able detail«I information 11ft 1he t!IIalOI1Iic ......... 
lhat is pmented in the Swedish pIaa. 'lbiI -1eriaI _ 
be of importan<:e not only for thooe l'C!IpCIOIlbIe f DI' __ 

policy, but allO for indhidual entrrprioa. Tbe 1aItr, .... 
sibililito of dra"ing up relativelr erlecU\'e laac-taaa pItmo 
must be COIlIiderably Jmproved if society is JIIaaaiuI ilie 
general «_le development. 

From tbe viewpoint of the ~ eorapriaIs, il is .... 
haps the pr«Iiotions roprding the various COIIIIIIOIIitr 
man"'" that are of primary in-. le is mcleot Ibat, fot 
enlPrprises dominating a marltet, a SU1'\I"!' of the apecsod 
devclopment of total demand must be of m- impan. 
ona. Of r.ourse. it is not aJway" the c:aae that p/alII of doio 
kind tontain tpecific. de1ailed forecastJ for iDdividual pis. 
lnst.ad, we how. to pul our trust in knowu reIatioaIhipo 
betwren cbang.. in inoorna and (hanges in ciemaIId iD 
order to cktermine the future demand for an enterprile'. 
produCIJ in the light of lbe income cl>ance indicaIed iii ilie 
plan. How.,..,r. an cnterprise', pot6ibilities of expaosiaa do 
nol only depcnd on the developmenl of total demand. 'The 
competith'e SitWltion ami the dynami<: behaviour of ........ 
petitors in the given situation are at Ieast "'IualIy importaaL 
lt ;, possible that infonnation on the existence of a PI'> i.e., 
.urplus demand or supply, can gi"" some inditatloD of the 
fUlure development of the mamt. 

II ... .., ronsider tbe markel for the lo.cton of productioo. 
uur interest in the gap Qllalysis i. more proaouncod - per. 
haps to the same extent ru; in the information 011 the ''pIP­
ned" employment and investment in the ~'l -
><etor. An analys,. of the saving-in,..,.lment baIance (alt 

gi\'~ ,'aluable information on the developroent of the Cl'!IdiI 

mark. t. In ,his way we can, lirst 01 all, leam wtuther the 
de, dopment as a whol" will be inflationary or ddlatianary, 
but the analysi. can allO tell us something about the "di!­
(kulti"," in financing via the c.pita! .......ut and the COOl> 

io\'olved, i.e., the level of interest ra'es. although the -
dusion mu" 01 n=ity be e,,,,re_I)' uncertain. 'TIte war 
in "hieh die gap h dosed is abo of interest, ... can be illu­
stratcd by an example from the latest Swedish long.!a11I 
su" er. In the original plans tbere ,,-aJ a $UtplUl of demand 
for labour. whkh was a5Sumed to be chiefly locaIised to 

industry. This surplus was rliminated in the final plaD 
through iJldustrial in\'estmentt!; be:ing inc~ JO much that 


