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LIMITATIONS 0 SCONOLIC PLANMING

By E. ¥. Dpumneier, Ph. D.

Agricultural Economist, State College of Washington

The publicity given to the Russian Five Year Plan has tended to make
the people of the United States "plan conscious." In "kew Russiat's Primer" the
School children of the soviet republic are told: "In America they work without
& plan. Ve have a plan." The Americun people have heard the shouting to this
effect, and as a result of such propagenda, many in this country have come %o
the conclusion that up to the present time we have lived without planning, and
are resolved that hereafter we shall plan. Planning as an expression has
become a popular slogan, such as the expression "Make the world safe for
democracy"™ during the world war. A large sector of our population are as
tmotionally excited about it as the flappers were about Rudolph Valentino not
@any years ago. It is well that we should pause and ask, VWhat does it mean?
What are its possibilities? What are its dangers and limitations?

Let us start by saying that the statements or inferences that up to
the present time we have lived without planning are of course without founda-
tion. Every ratiounal human being plans, and in spite of the fact that psych-
Ologists find it easy to show that huran beings are far from being completely
Tational (and certainly econorists would readily agree that in this the
Psychologists are right), it is nevertheless true that a human being could
hardly be considered a human being except in so far as he is to some degree
Tational, and accordingly practices some degree of planning. What is the
Teaning, therefore, of the cry from the housetops that we have not planned?

f/ithin the past few years the term planning has corme to be used in a
H§W and somewhat techinical meaning. It has reference to social econormic plan-
Ung, in a very particular menuer. o find what is neant by planning in this
n§W usage of the term we must exawine the "plans" of those whose naries are niost
W1dely associated with this new planning nrovement. As representative of the
"hole movement I shall make brief references to three plans, which have been
Very widely heralded. I think it is a fair statement to suy that these three
Plans represent the new planning movement in its most favorable aspects. These
i?e the Beard Plan, the Swope Plan, and the plan of the Chamber of Commerce of
4 United States.

In summarizing the Beard Plan, I shall quote briefly from thuat plan as
iresented by its @uthor in the Forum Magazine of July 1931, "Besides being
repugndnt to reason the philosophy of lcissez faire has been tried and has
r?lled to fulfill its promises." "There will be established for the funda-
fﬂtal industries of the country--covering the prime necessities of food, cloth-
?8, and shelter--a small body charged with the function of coordinating these
Visions of economy and working out the project of their inner relations--
aéianc§al, operative, and distributive." "The Shermen und Clayton anti-trust
aqu vill be repealed. All industries included in the National Economic Council
1 other industries not yet ripe for affiliation, but approaching a high degree
L concentration, will be declared to be national public service enterprises,
vZfected with a public interest, and subject to the principles of prudent in-

Stment and fair returns." "Each (industry) will be a syndicate of affiliated




corporations in the form of & holding compeny," "Let the President sunmon
Congress in a speciul session to organize irmediately two of the syndicates to
be ultim.tely fitted into the general. schere,--one for Agriculture und one for
Building Materials and Housing." "In each state the Syndicate will proceed to
Organize one or more agricultural corporations to estublish corporate farming
u4s above outlined on a large scale, in that way covering thousunds of acres of
public and private land with grand model enterprises." In this connection
Beard "points with pride" to what has becn done by "T. D. Campbell in Vyoming."
There is to be a murketing syndicate to "open the direct routes between pro-
ducers and consumers."

I shall quote no further from the Beard plan, but shall quote briefly
Yiith my approval from an article by frofessor T. N. Curver which appeared in
Current History in April 1932:

"Fundamentally there are only two economic systenms possible, though
there may be various mixtures of the two. These two systems arce
based on tvio wiays of getting things done. One way is to offer a
reward for what you wunt done; the other is to conmand some one to
do it and punish him if he does not. Accordingly, one economic
system is carried on by contruct, the other by authority."

Returning novi to the Beard Plan, the author of the plan leaves us in
Some doubt as to which of these tio forces, individual initiative and contract,
Or authority is to be the dominating rforce in nutting his plan into action. He
Condenns in most vigorous language the degree of laissez faire which yet re-
Mains in our economic system, yet as the Tirst step in his plan he proposes to
Tepeal the anti-trust laws. These anti-trust laws are the outstanding feature
°f our economic system for the puruose of putting some limits on laisses faire
%hen laissez faire results in private planning by collusion or consniracy oper-
ating to the detriment of the general welfare. {e refers with praise to city
Planning, which is a kind of planning with which I am highly sympathetic, but
€ presents an outline of national econonic planning which is of an entirely
different genus than modern city planning. City planning covers either things
done as public enterprises or prohibited to private enternrise. The Brard plan
?Overs things to be curried out as private enterprises. 1iis plan of consider-
g practically all our economic life as a business vested with a public inter-
®st, with some regulating body to fix prices so as to allow a fair return on
Prudent investment is in ny opinion fantastic and unworkuable. V.o can have the
knQWledge to fix the correct price under all conditions, .nd how is the whole
SCheme to be enforced? It would take oractically all personal initiative out
°f our entire econowic life.
X Let us now refer briefly to the Suone Pian and that of the C:amber of
Coumerce ol" the United Svates. Iu The Survey of March 1, 1932, Lr. Svope is
Woted as follows: '—-— -

"Grunted freedom from the present restraints of the anti-trust laws
vhat industry would endeavor to do would be to prevent over-production,
and would regard as an unfair competitor any member of such trade
association who, kiowing the consuming oower of the public and the
stocks on hand in the possession of ull rembers of the association,
Tegardless oi' these facts built up a large inventory, which luter must
be sold at reduced prices, quite regardless of cost. Such practices
are unfair to the competitors thewselves and highly unfair to the
labor employed; and such prices below cost for a brief period are of
no lasting benetfit to the consuming public.m

is The gist of the plan of the Chamber of Conmerce of the United States
Presented in the first of a series of propositions submitted to be bulloted
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on by local chambers. That proposition is, "The anti-trust laws should be
modified so as to make clear that the laws permit agreements increasing the
Possibilities of keeping production related to conswaption.”

The Swope and the Chember of Commerce plans are based on the same
Tundamental idea; viz., the permitting of industrial agreements to restrict
Production in order to uphold prices.

The essence of all the plans is an enormous exteunsion of the principle
Of roncpoly in our econoric life. Though the Chamber of Commerce Plan pro-
Poses to restrict production to consumption, it must be recognized that con-
sumption depends on price, and that the innocent looking proposal to regulate
Production to consumption means in eifect to restrict production to what can
be sold at prices cousidered to be fair by a privileged monopoly group.

That sort of planning may be in the interests of the privileged few
engaged i.n these privileged industries, which would thus be protected from the
Competition of those who are thus denied an opportunity to work in these in-
gustries. But several important principles should not be overlooked: (1)
honopoly and restriction of output preécticed by some economic groups operates
to the detriment of other groups. It holds up prices in the privileged indus-
tI‘ies, anid throws more labor into the competitive industries. This results in
Tore production and still lower prices in the competitive industries. It is a
fuct thut at least in part becuuse this very unjustifiable practice is already
80 widely in vogue thut farm products are selling at less than 60 per cent of
1909 to 1914 prices, while railroad lubor is receiving over 230 per cent (in
Viages per hour) of 1909 to 1914 prices, freight rates are 145 per cent of the
1909-1914 level, and farm machinery is selling for more than double 1909-1914
Prices., The rigidity thus introduced into our gcononic system is delaying recov-
fry from the present depression. (2) Universal mounopoly through universal
Testriction of production caniot promote the general welfare. (3) Our present
troubles arc not due to generul over-production, but to unbalunced or maladjusted
Production, which will uot be removed by stronger monopolistic influences in
Privileged groups, though this is disguised uuder the word planning. (4) Uni-
Vgrsal planning (monopoly) is inconsistent with frecdom of action on the part
0{ the individual, which is the distinguishing feature of a competitive order
SI society. Universal monopoly necessitates the adoption of some sort of
QOOialistic or cormuiiistic system. (95) aAgriculture will remmin corpstitive
Ven though industry becomes monopolistic by "plamning," and will be "squeezed"
¥ such mouopoly worse than it is aow.

. I belicve in planning, but I do not believe in allowing the popular
Q‘lltch word "planuing" to place even a greater injustice upo:n those economic
‘asses which are already receiving the lcast economic justice at the present
e,

- Wie are not yot ready for a static economic socicty, which is what
Ch of the proposed economic planning uppears to visualize.

e 105 Ooghere ig o group of SupeIme: gble to p}un the whole economic life of
h@iv‘d’v ,000 po?ple. Initelligent social plgnnlpg gust keep the door tg
ﬂ&uhl ual.ogportunlty opex. It my§t‘not permit Fne few to plan to couspire
\OSQESt Fh?.?glfure of.tne riany, wiich would be the result of ruch of the pro-
Svoy p;annlﬁb. .Plann{ag as ve have alwvays planned can advantageously be
%nt-?ped. Wes huv§ alhays.planned, but often we have planned unwisely. We will
e laue to muke nistakes in our pleaning. 1In my opiuion the adoption of the
£i§r rec9mmundutions of our nost widely advertiscd plans would be a rost

Ous ristake,




