Plan and Market, Part I

The centrally planned economy is a dead end!

In order to discuss the centrally planned economy it is necessary to qualify the concept somewhat. Centrally planned economy is not equal to planned economy or to a strategically planned economy.

Most economies are more or less planned. Those in power put up some targets, which they subsequently try to meet by various methods.  Since 1980, governments around the world have weakened trade unions, forced through a huge increase in income and property gaps, and substituted private service for public service. Surely, no one can deny that this is a result of planned changes – that political goals are able to steer the economy in a thoroughgoing way. Within the framework of the EMU there has been a co-ordinated, planned and very deliberate change of the European economies. We have got lowered interest rate, less inflation, smaller budget deficits and a smaller public sector, higher unemployment, increased income gaps. Thus, even with traditional monetary and fiscal policies, big changes have been implemented in capitalist countries in a planned way.

Before 1980 there are examples of a more interventionist planning. Many capitalist countries had a big sector of stare-owned companies. Public procurement was important in governing and influencing the business sector. Some countries went further. India had 5-year plans for industrial development and France had a framework planning for industry. The Ministry for Industry and technology (MIT) i Japan has had a strong position as a planning authority. 

During the Second World War many countries, including USA, had an economic system best described as a strategically planned economy. The whole economy was redirected towards a single purpose – winning the war. After WW II we had in Sweden the so-called planhushållning debate#. The social democrats presented proposals on far-reaching state direction of the business sector. But! Neither during the war nor in the social democratic proposals for a strategically planned economy, was an introduction of a centrally planned economy on the agenda. 

One may call the centrally planned economy a form of a planned economy and of a strategically planned economy. But this does not imply that a strategically planned economy, or a planned economy, is a centrally planned economy (Figure 1).

Figure 1. Planned economy, strategically planned economy and centrally planned economy
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Centrally planned economy is not equal to strategically planned economy, or planned economy.

Strategically planned economy is a broader concept than centrally planned economy and when we talk about planned economy the concept is broader still.  When discussing centrally planned economy, strategically planned economy or planned economy, it is a problem that nearly all non-capitalist countries in the last century were centrally planned economy. Jugoslavia was an exception, being neither a centrally planned economy nor a strategically planned economy (in some periods it was hardly a planned economy at all). China today maybe could be called a strategically planned economy.

However, the important point here is that centrally planned economy (henceforth abbreviated CPE) is a distinct historic phenomenon in managing the economy. It is something totally different from the concept of  “socialist planned economy”, and even from “socialist strategically planned economy”. A CPE try to abolish markets as far ass possible and replace them with a single common enterprise, where as much as possible is planned beforehand.  

The aim of this paper is to show that this solution is not a viable alternative for a socialistic vision. First I discuss the problems in the traditional CPE. Obviously they was worsened by Soviet being a dictatorship, but there were other problems. Secondly I criticize two proposals to reform the CPE (Benny Åsman i Röda Rummet No 1/2001, and Cockshott & Cottrell in Towards a new socialism). 

Bad adaptability

Assume that the central planning authority decides that during the coming five-year period, a certain amount of red and blue bicycles will be produced. When the bicycles reach the shops it turns out that people want much more blue bicycles than produced, and fewer red. 

As a result, queues emerge for obtaining a blue bicycle, while the stocks of unsold red bicycles grow. The endlessly repeated shortages of certain goods create a special consumer behaviour. When an attractive product emerges in the shops, it is bought not in the amount one needs but as much as one affords. Subsequently, it is sold or bartered away, or hoarded for future private consumption. Because people buy as much as possible, shortages are aggravated and the queues grow. Hoarding makes it virtually impossible for the planners to get rid of the queues by increasing the production. 

Traditional CPE lacks a mechanism allowing peoples demand – their tastes and preferences – to influence the direction of the production. From the early 60:s this was a constant problem. 

In the middle of the 60:s, a revolutionary idea emerges. Increase prices for the blue bicycles and lower it for the red ones. In this way, demand increases for the red bicycles and decreases for the blue ones. Demand and supply will be balanced. The queues for the blue bicycles and the stockpiles of the red bicycles disappear. 

This, to adjust prices but not production, was the main content in the efforts to reform the CPE:s from the middle of the 60:s to the final debacle in the early 90:s. 

There has been no lack of ideas to create some form of adjustment allowing peoples demands to direct what is produced in a CPE. One is to use market studies – asking people what goods they want to buy. These market studies should then be the base for the planning for consumer goods. 

 But! The capitalist large companies globally invest billions in market studies, then they invest hundreds of billions in advertising to convince us that what they produce is what we want to buy.  Yet time and again it appears that there are products that people do not want to buy. One of the beautiful things is that people’s behaviour cannot be planned or predicted. 

Hierarchic inertia

Another solution for the dilemma of unpredictable people is to let the plans adapt to what people wants to buy. If shortage occurs for an item production should increase, if surplus occurs it should decrease. A socialist CPE should be based on planning agencies who plan production of consumer goods based on market studies and who, when imbalances nevertheless occur, adjust these by subsequently changing the production of some items. 

One reason that this was never implemented and never can be implemented is that the very construction of the CPE makes every change very complicated. Possibilities were lacking – other than by higher level administrative decisions – to link the different parts of the economy. Every change decision must be forwarded upwards in the system.  

Assume that the bicycle factory really wants to adjust its production to consumer demands. This in itself is unrealistic because there are no incentives to make that change. But assume that the decision is taken anyway. In the neighbourhood is the paint factory, which delivers the paint to the bicycle factory. Unfortunately it is not only to take a walk to the paint factory delivering the paint to the bicycle factory and say that from now on we want mote blue paint and less red. 

The bicycle factory is subordinated to the ministry for durable consumer goods, while the paint factory is subordinated to the ministry for chemical products. The bicycle factory has to contact its regional ministry and they (may) contact the local ministry for chemical products. There the answer is that unfortunately the blue paint contains other chemical ingredients and the supply is decided on the central level. The case is handed upwards to the central ministries in Moscow.  The change affects not only the ministries for durable consumer goods and for chemical products. Even the ministry for non-metallic raw materials and the central ministry of transport have to take stands. In the best case the case reach the central planning authority which states that this is a good idea and, when recalculating all material balances before the next five year plan, of course we shall take these wishes into consideration. The do it. But five years later for some reason people prefers red bicycles to blue ones!

The traditional CPE simply lacks space for direct horizontal relationships between enterprises. Every decision has to be handed up and down through the planning hierarchies (Figure 2). 

Figure 2. Relationships in a CPE
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The contact between the bicycle and the paint factory must go up and down and sidewards in the panning hierarchy.

To get a realistic understanding of the problems, the figure should be multiplied with perhaps 20 in height and several thousands sideways. In 1986 there were approximately 49 000 industrial enterprises, 23 000 state farms, 27 000 collective farms, 47 000 building enterprises and nearly a million wholesale and retail trade enterprises.  The economy encompassed more than 24 million products. 
 

Lenin was tremendously impressed of the panning developed by capitalism within the companies and considered that the corresponding planning of the whole society would be a comparatively simple process: 

“All citizens becomes employees and workers of a single countrywide state "syndicate". All that is required is that they should work equally, do their proper share of work, and get equal pay. the accounting and control necessary for this have been simplified by capitalism to the utmost and reduced to the extraordinarily simple operations - which any literate person can perform - of supervising and recording, knowledge of the four rules of arithmetic, and issuing appropriate receipts.”

But it is not so easy.  Surely, every one has played the whispering game as a child. You sit down in a ring and whisper a message to your neighbour. When the message had gone around the whole ring it is often totally unrecognisable. It is the same with big organisations. Information is lost on the way up to the top. As a rule of thumb, 10 to 20 percent is considered to be lost at each level. This situation was not acute for 19:h century companies with perhaps 1000 employees.  As a matter of fact, it was only in the 30:s that researchers begun to study how information is changed when transmitted between humans.  Some consider this problem now to be solved by the modern information technology. But they miss the point. It is not a technical transmission problem, but about how and what man can understand. Even Lenin’s simple operations of supervising and recording were technically more than enough powerful to transmit more information than humans are able to comprehend.  The Soviet CPE was uncritically built on the conception that an organisation can function as a mechanical building box into which new cogwheels can be added indefinitely. 

Capitalism has introduced a multitude of changes – functional organisation, divisionalisation, matrix organisations, profit centres, management by objectives, self-managing groups, flat organisations, project organisations, flow-oriented organisations, and so forth – in order to manage ever growing corporations. 

There are two fundamental differences between a capitalist big company and an economy of a society. Firstly, the capitalist big corporation is targeted towards a single goal – maximum profit. The higher up in the hierarchy, the less measures on what really goes on, and the more concentration on the single all-embracing goal – profitability. An economy of a society cannot be steered in the same one-dimensional way, and when more and contradictory goal are introduced the amount of information increases exponentially. 

Secondly, and even more important, the capitalist big corporations can get rid of the units that don’t meet the planning goal – maximum profitability. When a unit is disbanded the company will have no responsibility and no costs for those who worked there. Within the framework of a whole society, it is of course impossible to get rid of units, who not wholly fulfil the planning targets, in the same way. 

In spite of a multitude of organisational innovations and in spite of the ability of the capitalist corporations to steer towards a single all-embracing goal, no capitalist corporation has managed to grow bigger than around half a million employees. A CPE of Soviet size are dealing with over 100 millions. 

The idea of a working CPE comprising hundreds of millions of people is impossible. We can steer complicated mechanical course of events because we have a very detailed knowledge of these processes. That level of knowledge the social sciences will never reach and it is therefore impossible to manage in the way presupposed by CPE. 

Contrary to Lenin, who considered the whole as a simple accounting operation, Trotsky saw the problems. He wrote in 1932:

If there existed the universal mind, that would register simultaneously all the processes of nature and of society, that would measure the dynamics of their motion, such a mind, of course, could a priori draw up a faultless and exhaustive economic plan, beginning with the number of hectares of wheat and come down to the last button for a vest.

In truth, the bureaucracy often conceives that just such a mind is at its disposal; that is why it so easily frees itself from the control of the market and of Soviet democracy.

There are those who seem to believe that computer technology give us such an omnipotent demon. But, as already said, the problem is not a technical one, but concerns human ability and how we as humans solve social problems, namely by creating social networks. 

Horizontal relations absent

If the problems were limited to such simple things as red or blue paint, the CPE model may have been able to cope with them. But relations between enterprises not so simple by far. CPE is built on the same basic concept as the traditional market theory in economics, namely that products and services are homogeneous – red paint is red paint. This implies that all we need for complete knowledge is the quality of red paint and the price/cost for red paint. Bu in reality, few products and services are homogeneous. On the contrary, they are heterogeneous in nearly endless ways. 

It is not enough to have the knowledge – this and that litres of red paint to this and that price. There is a multitude of qualities and types of red paint. What is suitable in a certain situation cannot be summarised in a simple statistic to be sent upwards in the planning hierarchy. What is suitable can only be decided by trial and error, and trial again. That knowledge can only be obtained by an intensive interaction between the bicycle factory and the paint producer. 

To illustrate this, I have sampled a little from a textbook in business economics.
 The relationship between a supplier and a customer can be described as an interaction - an interplay. Interaction is a way of solving problems. It may be a matter of finding solutions who are more cost-effective, better adapted to the production of the customer, better adapted to the routines of the customer, better adapter to the customer of the customer’s demands on the products, etc. This requires a developed interaction between the companies and inside the companies (Figure 3).   

Figure 3. Relations between two companies in a market economy
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The interplay between supplier and customer demand adaptation of a multitude of processes. From development, planning, production, and quality control to administrative processes. 

Quality improvements are seldom the result of a grandiose internal product development project within a company. The are rather a consequence of an interplay – or maybe rather confrontation – between problems and possibilities within several different companies. It is a confrontation which occurs within a framework of relations between the companies, and not on an anonymous market. Here is an example from the relationship between a paper mill and a printer:

“The paper qualities are changing all the time. It is predominantly the paper mills who, in order to stay competitive, develop new qualities. But the printers have an interest to influence the development. The printing staff of Interprint have meeting with the engineers of the paper mill to discuss the quality development.”

Inside these relations is created a “tacit knowledge” which only can be won by experience. Knowledge that is not possible to codify and write down in statistics publications or other reports to be transmitted to others. 

This interplay was nearly absent in the Soviet CPE. When it occurred it was in the form of illegal contacts between the enterprises. Soviet enterprises had small or no contact with its suppliers and customers. The only contact they developed was with the nearest level of superior planning authority. There were no relation to suppliers and customers. They were wholly anonymous. There was no interplay, no possibilities to learn from the relationship to suppliers and customers. Every form of adaptation took place indirectly, via the planning hierarchy.
 It is sometimes striking what similarities there are between the CPE and the image of how markets function in neo-classical economics. The image of markets in economics is also of a place without social relationships and where purchasers and sellers are totally anonymous for each other. 

Can one imagine a CPE where those inter-enterprise contacts forbidden in the Soviet model, was allowed? Yes, it would without doubt improve the situation. Bu I do not believe it would solve the problems. 

The CPE is an authority type of organisation. And it is something special with authorities. They are always right – irrespective of if we like it or not. The bicycle factory and the paint producer may surely arrive at a solution together. But if one of their superior planning authorities (or some other one at the same level) do not like the solution it will drop dead. So why even try? Especially as it is hard to learn and adapt. It requires a great effort. And if it is the planning authorities that decide, why take all this inconvenience on oneself? On the other hand, there may not be a good solution between the bicycle factory and the paint producer. It may be better to discontinue the co-operation. But in a CPE this is not a decision that can be taken by the bicycle and paint producer. It is the planning authority that decides who will deliver what to whom. 

For the interplay to be more than a deceptive appearance the two parts need to have a real right of decision. Even if the enterprises are allowed to contact and learn of each other, the situation will be the same is in a big company. When it matters, it is a superior level that really decides. We are back at square one again. This is something that has worked for a size of around 500 000 employees, but not for 100 millions.  

No unexpected renewal

How do we find new knowledge? How are new discoveries done? In way is that there is a problem and to solve it, we start a planned search process. Here, CPE has no handicap. The ability of the Soviet Union to solve problems within military and space technology through a planned search process was impressive. The process fitted hand-in-glove with the mode of functioning of the CPE. 

But, a lot of new knowledge and lots of new discoveries do not origin in this straightway and planned way. A surprising big proportion of all discoveries is not the result of a planned search process. Suddenly there is a solution to a problem we did not even know existed. There is no space this kind of discoveries within the CPE. 

New and unexpected solutions arise from the interaction between buyer and seller. They arise in social environment that is diversified. In a homogenous environment, the probability of unknown discoveries is very low. The environment of CPE does not allow space for the differences, the social contacts and the independence needed for new ideas to burst forth. The enterprises do not have the close and ongoing relations with their customers that mat result in new, unexpected discoveries. 

However, if an unexpected discovery appears anyway, it is best to keep quiet. There is no space to explore the discovery directly within the relationship to the customer. All interactions take place by way of a superior planning authority. The superior planning authority knows nothing about missed opportunities. They will never be able to punish those enterprises that do not use the opportunities. But those who try, take the risk that the new discovery does not works and then the planning authority can use its power, and take measures against those who have committed themselves to a failure. The enterprises learn to neglect new discoveries. They have no possibilities to test them out in direct interaction with their customers or suppliers, and upwards nothing is lost by not changing anything, while every proposal of change includes the risk of failure. 

Some things cannot be achieved by planning. They only happen; someone grasps the opportunity. This does not imply that nothing could or should be planned. In many areas, extensive planning and steering is needed. However, CPE is based on the belief that all economic activity can and shall be planned. It strangles that part of discoveries which is unexpected. In a CPE the unexpected is very rarely created, and if it is there is not space to test if it functions. 

For consumer products, the problem is still worse. CPE lacks the capacity to allow new products to get a foothold and, equally serious, it lacks the capacity to weed out failed products. 

How do we get new consumer goods? Well, a company decides to try to get people to buy a certain item, e.g. a freestyle. First, it is only a few percent that buys the new product. Later, several things can happen. The product may became a mass consumption item, which means that from the first percent its use increases to five, ten and them maybe as much as 90 percent of the consumers. Th product may remain an exclusive item never reaching more than a few percent of the population which, however, is prepared to pay somewhat extra. Finally, the product may be a failure. After the fist test there are no more who want it and even the first ones are not prepared to keep on paying the price for it. The important point here is that all new products are small and uncertain in the beginning. 

Suppose now that we in a democratic order (exactly how that should be done for hundreds of thousands of product, I don’t understand) decide on our production of consumer goods. One percent of the population perhaps wants to test it – the remaining 99% consider it unnecessary. The decision will nearly always be that we shall not produce anything of the new item. Of course, one may thing that society in this way will be liberated from a lot of rubbish. But we will also have missed a lot of products that people would have received much delight from. 

Suppose that the decision is to add a new exciting product to the plan. This demands decisions on investment in new plants, changed delivery norms for input suppliers, changed norms for transport companies, new delivery lists for middlemen, that space is allocated for the new product in the shops – to only mention a few of the things occurring in a production chain. The framework for this is put down in the five-year plan, which predominantly affects investments, suppliers and transport companies. The details applying all the way down to the shop are decided on in the one-year plan. Then the consumers do not want the new exciting product! In fact, such happens now and again, in spite of billions invested in advertising. It is a quite sure bet that in an CPE the product will continue to be produced, even if not demanded to the price necessary cover the costs. 

Primitive growth 

The Soviet CPE was a functioning tool to achieve a single goal – fast production growth counted in tonnes and numbers. Here CPE can show impressive sustained growth (Figure 4). 

Figure 4. Growth of GDP in USA and Soviet Union (1929=100)
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Source: B.R. Mitchell, International Historical Statistics, OECD, Economic Outlook December 1989, FN, Economic Survey of Europe in 1988-89, D. M. Nuti, Perestroika: transition from central planning to market socialism, in A European Forum no 7/88.
The official figures of the rate of growth given by Soviet authorities were clearly exaggerated. I have, according to the estimates done by CIA, reduced them to 60% or the official Soviet figures. If the CIA estimates were too pessimistic, the Soviet performance was even better. 

Already in the early 60:s the direction of this growth began to be put in question, even by the Soviet rulers. Chrustjev spoke about it no longer being enough to show diagrams of increasing production of steel, coal and cement. The population demanded more. To meet a growing malcontent with the functioning of the CPE, major reforms were repeatedly undertaken (1965, 1967, 1972, 1976, 1979, and 1982
). One tried: regionalisation, a “streamlining” of the planning bureaucracy, new mathematical methods together with computerisation of the planning, price reforms, increasingly complicated systems of incentive, market studies, and an increased effort to produce consumer goods.

Bu nothing of this were able to change the basic characteristics of the CPE. One never succeeded in adapting the production to the fancies and tastes of the consumers. One was not even able to improve the proportion of consumer goods compared to means of production, in spite of it being a repeatedly iterated goal since 1965. The hierarchic structure with long communication chains up and down in the planning bureaucracy was not significantly changed. Horizontal relations for adaptation between enterprises was not established. No answers were given on how to generate and (if they happened anyway) assimilate into the planning unexpected discoveries. The only way to introduce some new consumer products was a limited amount of copying from the West of guaranteed successes.  

A democratic CPE?

In Röda Rummet no 1/2001; Benny Åsman writes that a socialist CPE has no need to discuss how many pair of shoes will be produce by entrepreneur Bergstöm or by the collectively owned shoe factory in Torp. On the other hand, the democratic decision-making ought to concern itself with the number of shoe factories to be invested in. With modern computer technology, management technology, and the Internet there are, according to Benny Åsman, every precondition necessary for a democratic decision-making process to be able to plan the economy of society. The local investment councils may have the task of evaluating what investments to put in first priority in the locality. The local investment councils make inventories and discuss the need and priorities of the region. The same chain of information flow and democratic discussions follows at national and international levels. Only by a recurrent back-and-forth process, where information, discussion and decision-making is taken care of by the majority, can the necessary and desirable investments polices be envisioned and then fine-tuned. 

If Benny Åsman means that some local, regional, national and international investment decisions shall be decided on politically, I have in principle no objections. Possibly we will disagree on which and how many. But I do not believe that this is what Benny Åsman envisages. It appears to be systems where the direction of the production are thoroughly managed by CPE methods he wants. 

In the market economy of today – and in the self-governed market economy I envisage – the shoe factory in Torp is embedded in a network of relationships. The shoe factory has many suppliers, who in their turn have suppliers and other customers. The shoe factor sells to various middlemen and shops. (See Figure 5.)

Figure 5. A network of relationships
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In a market, every enterprise is embedded in a network of relations.

To understand the networks it is necessary to remember that every single relationship may be as complicated as that shown in Figure 3. Also it is a network that is not confined to the local level, but reach out nationally and internationally. 

If these relations are broken to make way for a conformation of each enterprise into a hierarchic CPE, we will encounter the deficiencies I have discussed earlier. If the enterprises can decide the number of items, it will maybe ameliorate the problems somewhat. Bu they will not go away. Questions of who will deliver to whom will by necessity be handed up and down in the planning bureaucracy. It shall not be that much easier for enterprises to adapt to each other, because every adaptation is to a great extent connected with investments (who are decided on higher up in the hierarchy). As enterprises are prohibited to cancel their relations, the pressure towards adaptation will be lessened. The arguments for the difficulties to get renewal in a CPE are as valid here as they were for the traditional CPE. It will look in the same way (Figure 6).

Figure 6. The same CPE model
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In a CPE the enterprises are conformed into a hierarchy.

Benny Åsman writes that the turnover of General Motors is bigger than the GNP of Denmark. “Yet there is no market anarchy between the production units and sub-contactors of GM. Everything is planned to the very smallest particulars. ‘Just-in time’ methods steers the goods flow within the corporations and the sub-contractors are tightly reined in to keep the production chains unbroken.” In his critique of the Left  Party’s discussion on ownership and power, Lars Henriksson has a similar example in the section where he argues for a democratic CPE (Röda Rummet no 1/2002). “The ever-growing corporations have, inside themselves, a detailed and top-down managed international planned economy.”

It is a very big difference between a GNP of a country and the turnover of a company. If a comparison shall be made between a country and a company, the relevant measure is the value added of the company (the summed salaries plus gross profit, or turnover minus the cost of all purchased products and services). A simpler and more relevant measure is the number of employees. And here, even a small economy like Denmark’s is many times bigger than that of GM with half a million employees. Size is of importance, especially when considering CPE with tens to hundreds of millions. But there is, as I have mentioned, two completely decisive differences. The first is that the whole of GM can bee steered towards one single goal – maximal profitability. One cannot do that for a developed economy (and hardly for a non-developed either). The second is that GM always can liquidate units, or get rid of non-profitable suppliers. As mentioned, one cannot do so in a society. 

Benny Åsman himself says that the economy shall not be governed by the profit interest, but by people’s need. But of course the need of people is nearly endlessly varied. When I enter OBS [a coop superstore – transl. note.] there is 10 000 items. Over a year, I may consume 500, maybe 1000, of them. But (neither) my consumer pattern (nor that of any other) can apply to everyone. An incisive example: One person may read perhaps a hundred books per year. Thousands of books are published in Swedish every year. Shall we limit the selection? I, for my part, think that a socialist economy should be about a bigger selection – not only regarding books. 

How will a democratic assembly be able to make meaningful decisions on those investments necessary to deliver the 10 000 items present on OBS? It is virtually impossible. 

The result will be that the planning ends up in the hands of bureaucrats, while at the same time there will be strong demands to decrease the selection. It has been proposed (not by Benny Åsman) to solve this by substituting computers for the market. By help of the computer, everyone can enter online with the central planning computer and choose their future consumption (in detail for the next year and more crudely for the coming five years). The central planning computer weighs all wishes and sends out production orders to factories, take care of the distribution to the nearest shop and, last but not least, check if I am able to buy what I want. 

This was discussed primarily in East Germany in the decades before the fall of the Berlin Wall. Bourgeois economics assume the human being man to be perfectly informed and always doing completely rational choices. On top of this, computer socialists assume him (her) to be a perfect planner. He (she) shall be able to in advance decide his (her) whole consumption and the trust the computers to take care of everything. How could I have known in the middle of the 80:s that I in the late 80:s should want to invest substantial sums in PC purchases? Personally, I am more scared by this model than by bureaucratic socialism.

A new socialism?

In the book Towards a New Socialism, Paul Cockshott and Allin Cotrell argue for a CPE built on mathematical solutions (it was reviewed by Tomas Widén in Röda Rummet no. 2/2001). They write:

“We are proposing a system of computerised planning which involves the simulation of the behaviour of the economy in great detail. To make this feasible the central computers must be supplied with copious amounts of technical information, for instance lists of the products being produced and regular updates on the technology used in each production process. Other computer systems will have to record the available stocks of each type of raw material and every model of machine so that these constraints can be fed into the planning process.”

The account is infested with mathematics. But their basic image of how a CPE works is fairly simple: “Planning can be thought of as a branch of control theory, the study of regulating systems.”
 An example of this is a thermostat (Fig 7):

Figure 7. CPE as a thermostat
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Source: Adapted from Cockshott & Cottrell, p. 84.

With a thermostat the wished temperature is decided; a sensor determines the real temperature and if the goal and the real temperature do not correspond a feedback occurs which activates a correcting process, e.g. by putting on or off the stove burner. This picture can be found in many American textbooks in Management
 It is much rarer, to not say non-existent, in research in business economics. A contrasting picture to planning as a thermostat is to consider the system as a relationship between a person and a thermometer. It is a picture that may characterise a planning of self-managing unit in a socialist economy.

In the following, I have extrapolated from the two pictures and tried to characterise what distinguish the picture of planning as thermostat and as person-thermometer, respectively (Figure 8 summarises). 

Figure 8. Planning as thermostat or as person - thermometer
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Planning as a thermostat is a fairly striking picture of CPE. Planning as person – thermometer is more in line with what a planned socialist economy built on self-management should look like. 

Svensk uppslagsbok (1954) [a Swdish encyclopedia – transl. note.] offers the following explanation for the word thermostat: “From Greek thermos – warm, and statos – standing. Device for keeping temperature constant.” The very definition of thermostat as “keeping … constant” gives associations to something static. The explanation for the word thermometer is: “From Greek thermos – warm, and metron – measure. Instrument for measuring temperature.” The point with measuring something can only derive from the fact that this something changes – is dynamic. 

It is in the nature of a thermostat that the goals are given. I adjust to a wished temperature and expect the thermostat to do the job of keeping that temperature. A thermostat is characterised by given goals and emphasis on goal fulfilment – not changing the goals. When I read a thermometer the situation is different. My aim may be to determine how I shall dress if going out, to decide if I will go out at all, or to simply verify what I already know – today it is really warm. The goals are undecided and an essential function of a thermometer is that I after reading it may decide to change my goals – I may decide not to go out as I had imagined. 

For a thermostat to work we must have full knowledge of our goals and of the connections within the system. We have to be fully-learned. When I read the thermometer I learn a little – if only just that the present temperature is 10 degrees. O else I confirm knowledge I already have – it is not warm at present. When reading is combined with action (in whatever direction) I learn something more lasting – it is not comfortable to go out wearing a T-shirt when it is 10 degrees. The thermometer image put emphasis more on learning than on full knowledge. 

A thermostat has a complex structure, which assume simple and predictable behaviours. Without simple and predictable behaviours the complex structure will break down. The approach to behaviours as being simple and predictable is possible to uphold in a world where we have given goals, emphasis on goal fulfilment, and to do things in the right way. With an emphasis on undecided goals, goal changing an on doing right things by learning, we have to take care of more complex behaviour. At the same time, we have in the picture person – thermometer a comparatively simple structure. 

The left column in Figure 8 is for me a fairly good characteristic of what distinguishes a CPE. Therefore, I understand why advocates for CPE like the thermostat picture. What I cannot understand is the conception of the world, the approach to how society works, which underpin it. A society with the traits mediated by the thermostat picture is for me a poor society. 

Mathematical socialism

The method for planning in the “new socialism” advocated by Cockshott and Cottrell, is mathematics. Ther treat for example input-output tables, linear programming, and the cf computer-calculated prices, so-called shadow prices. Bu this is not so new. All three methods can be found in Soviet planning today
 from 1972. In the introduction to this book, academy member Fedorenko writes: “This book reflects the main trends in Soviet planning, who have contributed to a constant, crisis-free growth of the socialist economy.”

There is one method I do not recognise from my study period at the Department of East European Studies at Uppsala University in the middle of the 70:s. In the studies to develop artificial intelligence, the scientists have developed mathematical algorithms considered by the authors to be important tools to keep the CPE balanced (e.g. as regards supply and demand). 

Cockshott is doctor in computer science and Cottrell is professor in economics. Bot these disciplines have a strictly mathematical nature. Of course, I have no possibility to assess the value of these mathematical methods (except that the first three apparently didn’t save the Soviet CPE). But, contrary to what Thomas Widen express in his review of the book, this makes me deeply worried. What I know is that economists nearly always can explain fairly complicated course of events afterwards by help of their mathematical models. On the other hand, they hardly ever manage to predict the future. Something unexpected always occurs which was not included in the mathematical formulas. 

It is a qualitative leap from analysing and trying to predict the economy by help of advanced mathematics, as done by the economists, to state that the economy can be governed by advanced mathematics, as done by Cockshott and Cottrell. The attempts made in for example the stock market to use advance mathematical models to decide purchases and sales have, to put it mildly, not been success stories. It worked for a while but, when something unexpected occurred, the computer programmes run amok and contributed to worsen the situation. 

The democratic governing of the mathematical CPE proposed by the authors is in my view very dubious. The authors write: “For economic planning we envisage a system in which teams of professional economists draw up alternative plans to put before a planning jury which would then choose between them. Only the very major decisions (the level of taxes, the percentage of national income going towards investment, health, education, etc.) would have to be put to direct popular vote.”
 Planning shall not be under government control but under a supervisory committee drawn by lot among all citizens.
 

This is a combination of an advanced and extremely intricate planning and a management of those doing the planning not being politically founded. I fail to see how this can do anything else than set the stage for an expert rule that makes the power held by today’s economic experts pale by comparison. 

Economics is about social relationships created by humans. Capitalism has given these – man-made – relationships an appearance of being laws of nature not possible for man to influence. A CPE of the kind proposed by Cockshott and Cottrell can only raise this alienation to heights hitherto unimagined.  

Cockshott and Cottrell’s book has been given the Swedish title “strategically planned economy and direct democracy” (Planhushållning och direktdemokrati). For me, strategically planned economy has a wider content than CPE, and their proposal is among the most extremely CPE I have read for a long time. For the authors, “direct democracy” implies a radical abolishing of all representative democracy – this applies to both parliamentary and council-democratic structures. Instead, they want a modern and computerised version of the Athenian democracy. For my part, I fail to see how a democratic form of government adapted to 10 000 free men in Athens can functions within the framework of a total CPE comprising tens to hundreds of million people. 

A dead end

The classical Marxists was impressed by the planning developed by capitalism within the factories and considered a corresponding planning of the whole society to be a comparatively simple process. The trend-setting socialist standpoint on the society of the future was very clearly expressed of the Russian revolutionaries Bucharin and Preobraszjenski in The ABC of Communism from 1922:

“In these circumstances society will be transformed into a huge working organization for cooperative production. There will then be neither disintegration of production nor anarchy of production. In such a social order, production will be organized. No longer will one enterprise compete with another; the factories, workshops, mines, and other productive institutions will all be subdivisions, as it were, of one vast people's workshop, which will embrace the entire national economy of production. It is obvious that so comprehensive an organization presupposes a general plan of production. If all the factories and workshops together with the whole of agricultural production are combined to form an immense cooperative enterprise, it is obvious that everything must be precisely calculated.”

This view of the planned socialistic economy as a gigantic enterprise has remained since then. Benny Åsman uses General Electric to convince of the possibility of CPE. Lars Henriksson follows the same track when he refers to the international CPE of the big corporations. 

But that picture is lop-sided on a number of points:

· It is a difference of size. Th biggest capitalist companies have several hundreds of thousands employees. Even a small CPE would comprise millions of employees and a middle-sized one tens of millions.

· Capitalistic corporations can be ruled by a single principle – maximum profitability. This simplifies the planning tremendously.

· The capitalist corporation can easily get rid of the costs for units not fulfilling the plan target. A whole society cannot do that. 

· The big corporations are authoritarian or even totalitarian organisations. Does the image of the capitalist company tell us anything on what is possible and desirable in a democratic organisation?

It surprises me that the paradigm for how to govern the economy during socialism continues to be the capitalist corporation – the most efficient organisation for exploitation of humans created by mankind! This must be due to that one, like Cockshott & Cottrell, consider planning of big organisations as mainly a technical problem. Most of us can see the advantages of the technical advances done under capitalism. But! Management of big organisations is not a technical problem, it is a social problem. To use a Marxist language, it appears to me that one confuses the development of the forces of production and the development of the relations of production. The gigantic corporation groups do not represent a development of the forces of production, but is a part of the capitalist relations of production. 

It also surprises me that persons, who call themselves anti-Stalinists, democratic or libertarian socialists refuse to se the development of the CPE in its real historical context. The main explanation for the origin of this system of economic management is that it fitted so well into the main aspiration of the Stalinist dictatorship – to get total control over society. 

All economic changes - from the forced collectivisations in the 20:s, the up-speeded five-year plans in the 30:s, to the nearly endless numbers of economic reforms from 1960 to the end of the 80:s - have been about the control of the economy by the bureaucracy, not on what has been economically rational in the given situation. 

A planned socialist economy built up during other historical circumstances would have had a completely different appearance. In a democratic socialism and if founded on strong, independent and worker-controlled enterprises, then the special economic formation we call CPE would never have emerged. 

To conclude – centrally planned economy is a dead end!

· It lacks the capacity to adapt to people’s changing need; after their whims and wishes.

· Its hierarchical construction makes it hard to initiate changes from the base. 

· The lack of horizontal relations prevents adaptation between different production units.

· Innovation can only be done if planned in advance, not as a response to an unexpected situation or discovery.

There is no reason to deplore its collapse (but, of course, what has replaced it in Eastern Europe). To realise this, I consider, is the starting point for the important discussion on how to manage a socialist economy. Cnetrally planned economy is one of the historical failures of mankind. We will not go anywhere by continue to cling to it, in one form or another. It is necessary to ponder how to get out of the cul-de-sac. 

In a following issue I will give my opinion on how to do that. 

Sten Ljunggren

# We use strategically planned economy as a translation of the Swedish planhushållning. – Translator’s note. 
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				usa		ustrend		usavv		sovj		sovjtrend		sovjavv																										a		7.39		5		0.68

				sumus		g				sumsovj		h																								k		l		b		6.46		3.1		0.48

				-661		1.03				-88		1.0345																								0.6		0.60		e		4.42		2.2		0.50

						1048.31						120.0579990333								USA				Sovjet				USA		Sovjet				120		120				d		3.51		1.9		0.54

		1929		1084		1084.48		0.00		124		124.2		0				1929		0		1929		0		1930		100		100				127		124.2		5.83

		1930		977		1121.90		-12.88		129		128.4849		0.0901953471				1930		-13		1930		0		1931		87		100				135		128.6007874016		5.91

		1931		902		1160.60		-22.30		130		132.91762905		-2.0824140344				1931		-22		1931		-2		1932		78		98				137		130.1497336885		2.01

		1932		768		1200.64		-36.03		129		137.5032872522		-5.9688067283				1932		-36		1932		-6		1933		64		94				136		129.2959817911		-1.09

		1933		754		1242.06		-39.32		132		142.2471506624		-6.8540814532				1933		-39		1933		-7		1934		61		93				141		132.4974150912		4.13

		1934		822		1284.92		-36.04		140		147.1546773603		-4.6460095472				1934		-36		1934		-5		1935		64		95				155		140.317857001		9.84

		1935		903		1329.25		-32.08		153		152.2315137292		0.5124079081				1935		-32		1935		1		1936		68		101				179		153.0115600442		15.08

		1936		1028		1375.10		-25.24		160		157.4835009529		1.7953491863				1936		-25		1936		2		1937		75		102				193		160.3108797058		7.95

		1937		1082		1422.55		-23.91		170		162.9166817357		4.3719323816				1937		-24		1937		4		1938		76		104				212		170.0392888996		10.11

		1938		1027		1471.62		-30.18		172		168.5373072556		1.9747093182				1938		-30		1938		2		1939		70		102				216		171.8654291666		1.79

		1939		1115		1522.39		-26.74		178		174.3518443559		2.2413515152				1939		-27		1939		2		1940		73		102				230		178.2596820611		6.20

		1940		1210		1574.92		-23.16		188		180.3669829862		4.2577111518				1940		-23		1940		4		1941		77		104				251		188.0464881351		9.15

		1941		1405		1629.25		-13.79		162		186.5896438992		-13.1393429706				1941		-14		1941		-13		1942		86		87				193		162.0729906397		-23.02

		1942		1586		1685.46		-5.89		125		193.0269866138		-35.0641133133				1942		-6		1942		-35		1943		94		60				120		125.3437853022		-37.77

		1943		1796		1743.61		2.98		131		199.6864176519		-34.2137099947				1943		3		1943		-34		1944		103		60				130		131.3662858177		8.01

		1944		1924		1803.76		6.69		150		206.5755990609		-27.4610900031				1944		7		1944		-27		1945		107		73				160		149.8476878784		23.45

		1945		1892		1865.99		1.39		172		213.7024572285		-19.6252048488				1945		1		1945		-20		1946		101		80				199		171.7629122306		24.38

		1946		1665		1930.37		-13.74		171		221.0751920029		-22.4462121684				1946		-14		1946		-22		1947		86		78				198		171.4521853542		-0.30

		1947		1651		1996.97		-17.34		183		228.702286127		-20.0221650808				1947		-17		1947		-20		1948		83		80				221		182.9111368552		11.14

		1948		1486		2065.86		-28.09		198		236.5925149984		-16.3362367113				1948		-28		1948		-16		1949		72		84				251		197.942201707		13.70

		1949		1857		2137.14		-13.11		211		244.7549567659		-13.9003986643				1949		-13		1949		-14		1950		87		86				278		210.7330420247		10.77

		1950		2046		2210.87		-7.48		223		253.1990027743		-11.98847215				1950		-7		1950		-12		1951		93		88				304		222.8443108426		9.58

		1951		2209		2287.14		-3.42		233		261.93436837		-11.0989443695				1951		-3		1951		-11		1952		97		89				327		232.86241854		7.49

		1952		2275		2366.05		-3.86		243		270.9711040788		-10.1702101669				1952		-4		1952		-10		1953		96		90				352		243.4127733023		7.55

		1953		2375		2447.68		-2.97		253		280.3196071695		-9.7893795708				1953		-3		1953		-10		1954		97		90				375		252.8780568122		6.48

		1954		2342		2532.12		-7.52		265		289.9906336168		-8.6775172864				1954		-8		1954		-9		1955		92		91				404		264.8266462558		7.88

		1955		2518		2619.48		-3.89		280		299.9953104766		-6.8078748516				1955		-4		1955		-7		1956		96		93				442		279.5720051788		9.28

		1956		2565		2709.85		-5.34		298		310.345148688		-4.106750592				1956		-5		1956		-4		1957		95		96				489		297.600047457		10.75

		1957		2602		2803.34		-7.17		311		321.0520563178		-3.264622874				1957		-7		1957		-3		1958		93		97				525		310.5709174499		7.26

		1958		2636		2900.06		-9.12		334		332.1283522607		0.4176453012				1958		-9		1958		0		1959		91		100				589		333.515470718		12.31

		1959		2794		3000.11		-6.85		349		343.5867804137		1.720776471				1959		-7		1959		2		1960		93		102				636		349.4991408886		7.99

		1960		2858		3103.61		-7.92		365		355.440524338		2.6922600827				1960		-8		1960		3		1961		92		103				683		365.0099076924		7.40

		1961		2930		3210.69		-8.76		380		367.7032224277		3.3696051383				1961		-9		1961		3		1962		91		103				730		380.0933691041		6.89

		1962		3100		3321.46		-6.67		393		380.3889836014		3.3308797291				1962		-7		1962		3		1963		93		103				772		393.0592831481		5.69

		1963		3222		3436.05		-6.23		402		393.5124035357		2.1774873086				1963		-6		1963		2		1964		94		102				801		402.0810861803		3.83

		1964		3392		3554.59		-4.58		425		407.0885814577		4.4334162755				1964		-5		1964		4		1965		95		104				878		425.1365128836		9.56

		1965		3591		3677.22		-2.33		442		421.1331375179		4.9928885365				1965		-2		1965		5		1966		98		105				937		442.1598456643		6.67

		1966		3805		3804.09		0.02		471		435.6622307623		8.0193446402				1966		0		1966		8		1967		100		108				1037		470.5994865143		10.72

		1967		3909		3935.33		-0.68		488		450.6925777236		8.3300493302				1967		-1		1967		8		1968		99		108				1102		488.2354917757		6.25

		1968		4080		4071.10		0.21		512		466.2414716551		9.8408098968				1968		0		1968		10		1969		100		110				1192		512.1234085407		8.15

		1969		4185		4211.55		-0.64		528		482.3268024272		9.464131937				1969		-1		1969		9		1970		99		109				1253		527.9748473765		5.16

		1970		4171		4356.85		-4.27		558		498.9670771109		11.8030109974				1970		-4		1970		12		1971		96		112				1371		557.8602160959		9.43

		1971		4296		4507.16		-4.69		577		516.1814412712		11.8756817434				1971		-5		1971		12		1972		95		112				1452		577.4815064551		5.86

		1972		4542		4662.66		-2.58		591		533.9897009951		10.680982343				1972		-3		1972		11		1973		97		111				1508		591.0250466717		3.91

		1973		4790		4823.52		-0.69		623		552.4123456794		12.8256421792				1973		-1		1973		13		1974		99		113				1646		623.2627764901		9.09

		1974		4708		4989.93		-5.65		642		571.4705716054		12.2596429743				1974		-6		1974		12		1975		94		112				1726		641.5308233872		4.89

		1975		4660		5162.08		-9.72		658		591.1863063258		11.3806646194				1975		-10		1975		11		1976		90		111				1802		658.4672371247		4.40

		1976		4889		5340.17		-8.45		682		611.582233894		11.4775641826				1976		-8		1976		11		1977		92		111				1908		681.7769773189		5.90

		1977		5119		5524.41		-7.35		700		632.6818209633		10.6693653123				1977		-7		1977		11		1978		93		111				1994		700.1849557065		4.50

		1978		5390		5715.00		-5.69		722		654.5093437866		10.2521487587				1978		-6		1978		10		1979		94		110				2096		721.6106153511		5.10

		1979		5525		5912.17		-6.56		731		677.0899161472		7.98209485				1979		-7		1979		8		1980		93		108				2142		731.1358754737		2.20

		1980		5514		6116.14		-9.85		748		700.4495182543		6.8234662827				1980		-10		1980		7		1981		90		107				2225		748.2444549598		3.90

		1981		5618		6327.15		-11.20		763		724.6150266341		5.3055301258				1981		-11		1981		5		1982		89		105				2299		763.059695168		3.30

		1982		5478		6545.43		-16.31		781		749.6142450529		4.1756206193				1982		-16		1982		4		1983		84		104				2389		780.9152920349		3.90

		1983		5675		6771.25		-16.19		801		775.4759365073		3.2390973987				1983		-16		1983		3		1984		84		103				2489		800.5943573942		4.20

		1984		6061		7004.86		-13.47		815		802.2298563168		1.5325835606				1984		-13		1984		2		1985		87		102				2561		814.5246992129		2.90

		1985		6267		7246.53		-13.52		832		829.9067863597		0.2076054281				1985		-14		1985		0		1986		86		100				2651		831.6297178964		3.50

		1986		6436		7496.53		-14.14		852		858.5385704891		-0.751365373				1986		-14		1986		-1		1987		86		99				2759		852.0878089566		4.10

		1987		6674		7755.16		-13.94		864		888.158151171		-2.737297453				1987		-14		1987		-3		1988		86		97				2823		863.8466207202		2.30

		1988		6968		8022.72		-13.15		887		918.7996073864		-3.4988517214				1988		-13		1988		-3		1989		87		97				2947		886.6521715072		4.40
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