


1T The need for higher than national authorities

We are becoming increasingly conscious of the fact that the well-

being of each separate country does not depend simply on the

government of that country alone, but to a great extent on what

happens 1in other countries. We also know that there are often

conflicts of interest between different countries. In the ’thirties.

various governments took measures to aid their own economies

which were detrimental to the economies of other countries — for

example, trade barriers and devaluations. If our aim is to promote

the well-being of every nation as much as possible, then we must

ask ourselves how we can best organise economic and social

policy for the world as a whole. Even though it is not yet possible

to establish a world government, we must force ourselves to be
guided by the question, what would a world government do, if
we are to see what the best policy is. We must make the interests of
the world as a whole the basis of our own policy.

This immediately confronts us with the question as to which
affairs can be left to the national authorities or to various other
authorities at a lower level, and which affairs must be dealt with at a
higher than national level. It has long been recognised that the
supranational level 1s the only possible level for a number of means
of economic policy. The General Agreement on Tariffs and Trade
(GATT) or the new Council for Trade and Development of the
United Nations would be the right places for decisions to be taken on
certain questions of trade policy that are binding on national
governments. The International Monetary Fund has certain
functions to which certain national decisions are subordinate. There
are also several issues, affecting areas that are smaller than the
world as whole, for example, that covered by the European
Economic Community, on which decisions are taken by higher
authorities than the national governments. Yet, even though we
have in certain cases accepted a higher authority than that of the
national governments, we have certainly not yet reached the point
where the two authorities are perfectly balanced. On the contrary.
the world is still groaning under far too heavy a weight of traditiona &
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and emotional nationalism, which again and again plunges entire
communities into disaster. I shall deal at greater length with the
problem of balance between national and supranational authority
in section 4 of this chapter. In the meantime, however, 1t 1s 1m-
portant to note that the preparation of plans for economic develop-
ment must be organised with this in mind, and must therefore,
to some extent, be supranational. This is already partly the case,
and I shall consequently begin by outlining briefly the existing
situation and tendencies.

2 International planning in the East, West and South

In all three of the principal world areas — the communist bloc, the
developed non-communist area and the underdeveloped non-
communist area — some planning already takes place at a supra-
national level. I shall adopt the practice of refernng to these three
areas by the names East, West and South, and give an outline of
what has been done in each of them in the matter of supranational
planning.

A Council for Mutual Economic Assistance (Comecon) €xists
in the communist countries for the purpose of co-ordinating
national plans and planning for mutual trade and assistance.

Although it is repeatedly asserted that national autonomy 1S
maintained, it is apparent that the nature of the problems themselves
1s in conflict with this principle, and that no full autonomy in fact
exists. There 1s a marked tendency towards better co-ordination. A
beginning has been made by exchanging surplus products and there
1S an 1ncreasing movement towards a systematic division of labour
between the countries, which is in the interest of all. Nationalist
forces play their part in this, of course, and there is a strong under-
current of resistance against domination by the larger countries.
One of the most interesting developments has been the abandon-
ment of the hobby-horse of bilateral balance of trade, in other
words, that each country A must import as much from each
country B as 1t exports to it. It has at last been accepted that this is




a serious obstacle to the best division of labour. In conjuncy,. .
with the granting of assistance and with short-term disturbyy, . .
in the balance of payments equilibrium, an international bapk . -
now been founded for the settlement of accounts and the grantipye. .
international credit.

In the West, clear examples of international planning have ;1 ...
place within the Organisation for Economic Co-operation ... .
Development (OECD) and its predecessor, the Organisation o
European Economic Co-operation (OEEC). There are. ¢ ..
example, well arranged and co-ordinated figures showing yi. .
development of the economies of the member countries availi ii..
tor the period 1955-60. What is more, the methods used in
arrangement of these figures are also of importance for ingey-.
national planning in a wider context. Several general data yv.q
aims were first selected in joint consultation and then figures w e ..
not only arranged by the national governments, but also ¥y«
the international secretariat, so that the discussions that follow
had a more objective point of departure. A framework .-
also been set up for the development plans of the member countrye=«
during the development decade 1960-70, and an attempt has bee
made to fit national development into it.

Even more far-reaching planning has been taking -place with i,
the European Economic Community, both in connection with 1 he
steel industry and agriculture and in the sphere of financial am«i
monetary policy. The calculations of the expected demand for stee]
form a background to the policy of the High Authority of the
European Steel and Coal Community (ESCC). The estimates o f
the demand for and the supply of a great number of agricultural
products are required as a quantitative basis for a joint agriculturzal
policy and especially for the fixing ot prices.

The Economic Commission for Latin America (CEPAL o r
ECLA) is active in the South. The work done by thisbody wasin the
first place intended as an example for national planning. Its wor
does, however, include calculations which might lead to a comm <y
market, since they provide an insight into the co-operation tiuat
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is desirable in heavy industry, the markets for which are generally
too small in the individual countries to justify a national industry.
[nvestigations are also going on in Asia and Africa which might

eventually lead to more co-ordinated planning in these parts of
the world.

3 The beginning of world planning

In the meantime, a number of activities have been taking place
in the Centre for Development Planning, Projections and Policies
of the Secretariat of the United Nations, which can be regarded as
a preparation for planning on a wider scale that should eventually
cover a large part of the world. This work consists principaliy of a
comparison of the systems followed in various countries made in
consultation with the planners of the member countries and the
specialist organisations within the United Nations. It also includes
a study of the best procedure for forecasting some of the most
important markets of primary commodities and the development of
national incomes and other macro-economic variables for the
continents and the leading countries. The principles accepted tor
development during the development decade have to be expressed
in this work. So far, very few positive results have emerged con-
cerning the part that can be played in the policy of the United
Nations and in those of the member countries by forecasts and
programs. It is, of course, difficult to work out a better form of co-
ordination in the short term than that of exchanging ideas and data,
although this 1s very much to be desired. More recently, however,
some interesting progress has been made.

4 The optimum international economic policy and
Its planning

With the knowledge that we now have of the operation of economic |
systems and of the most important means of economic policy, we
can say quite positively that a greater measure of co-ordination and
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centralisation in some of these means would greatly benefit the
world population. It is quite obvious that exaggerated nationalism
prevents the optimum from being attained. This irrational and
emotional attitude on the part of so many people in most, if not
all, countries 1s played on by all those politicians who are motivated
by a simple lust for power or else lack the patience to take decisions
in' international co-operation.

The aims of an international social and economic policy are not
the subject of serious controversy. There is a universal need for
further development and for a more equal distribution of incomes
with a more stable system of prices for primary commodities.
There 1s also far wider agreement about the means than there
would appear to be on the surface. As I have already attempted to
show 1n some detail, in chapters 2, 5 and 10, investments
in things and 1n people, the system of taxation, the regulation
of unstable markets and a non-protectionist trade policy are among
the most important of these means. The most controversial point
1S the level at which the most important decisions have to be taken.
[n other words, should these decisions be taken at the national
level, at ‘continental’ level or at world level? By continental level,
[ mean at the level of those bodies which represent a group of
fairly closely associated countries, such as the OECD, the Comecon
or the 77" group of the World Trade Conference, or even smaller
groups like the EEC, the Latin American Free Trade Association
(LAFTA), the Arab League, and so on.

The first requirement, however, 1S a criterion based on the
economic effects of any possible decisions without preconceived
political preferences. This criterion must also be considered in the
light of the ‘external effects’ of the decisions to be taken or the
measures to be introduced, that is, their eftects on other countries
or groups than those taking the decisions. If these external effects
are considerable, then the decision should be taken at a higher level
- the matter should be taken to a level that is just high enough for
the external effects to be negligible. Decisions concerning the
regulation of unstable markets for world market products should
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therefore be taken at world level. If they are taken at national level,
as for example the regulation of cotton prices in America or the
agricultural policy of thé European Economic Community, there
are bound to be powerful effects on the outside world and no
cuarantee of a proper policy. The interests of the outside world are
of less importance to national bodies than purely national interests,
and this could not be otherwise. There is less need tor decision at
the world level in the case of products with a guaranteed continental
market, such as coal and steel. There is similarly little need for
decisions to be taken at the continental level about purely national
products; such as those of the building industry — the national level
1s usually quite adequate here.

There are, of course, very marked external effects in the case of
certain aspects of financial policy. The most obvious 1s the effect on
development aid. This i1s of such importance to the countries
receiving this aid that the only acceptable decisions are those taken,
at least in broad outline, at the world level. For obvious reasons,
most prosperous countries have little real enthusiasm for aid to
developing countries, but this is not in 1tself sufficient reason for us
to conclude that national or continental decisions are acceptable.

The same applies to the anti-cyclical policy which forms a part
of the whole financial policy. The effects of a wrong anti-cyclical
policy are not restricted to the country carrying out that policy,
but are felt throughout the whole world.

Similar considerations also apply to trade policy. They are

accepted 1n principle, but there is still much to be desired as far
as the carrying out of good intentions is concerned, especially in
the case of the EEC.

I have already made the point several times in this book that
planning must reflect the policy for which it is a preparation. This
means that decisions that have to be taken at a supranational level —
either at the continental or the world level — should also be prepared
at the same level. An ideal organisation and procedure for world
development planning would therefore require decisions to be
taken partly at the highest levels. The situation here is to some
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extent analogous to that within each country — the relationships
between the world authority, in the sphere of planning, and the
continental and national planning bodies can be compared with
the central government’s relationships with the regional authorities.
This means that the most important aspects of a development plan
for the world as a whole must be determined at a world assembly
with authority in this field. The Economic and Social Council ought
basically to have this power, provided that its constitution 1s
satisfactory. We must hope that its constitution will be satisfactorily
drawn up and that the work of the Centre for Development
Planning, PrOJectlons and Policies of the United Nations will be a

preliminary exercise in what I have outlined here as an ideal
international planning machinery.

The most important aspects of the plan are, of course, the
development rate of incomes in the continental groups and the
leading countries, the necessary transfers of capital and of highly
qualified advisers and the development of trade and of public
finances. To this list it is probably necessary to add the develop-
ment rates of the most important international sectors, such as a
number of branches of industry, agriculture and mining. The
methods employed would probably be very similar to the tech-
niques described in chapters 6-9, but very many more data would
have to be collected. A first attempt should, however, not be
delayed until all the data have been collected. In the absence of
sufficient good material, mediocre material or reasonable conjecture
will have to be used.

The main aims of an international development policy should
be expressed in the figures mentioned in the preceding paragraph.
It 1s most important that they should show an improvement in the
distribution of world incomes, that is, a more rapid growth of
incomes per head in the developing countries than in the developed
countries. Incomes per head in the developing countries should
certainly have g growth-rate of 4 per cent per year, which means
that the growth of the total incomes of many countries must be at
1 per cent per year. As for the development of industry, a bold
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attempt should be made to reduce drastically the most prominent
examples of protection in highly developed countries. This means
especially a reduction 1n the protection of beet sugar, wheat and
certain textiles and probably also of shipping and air transport.

5 International planning in circumstances that

are notideal

[t is, of course, important to keep the optimum international
economic policy and its planning constantly in mind, so that this
form, which 1s 1deal according to economic criteria, can be used
as a guiding principle for future changes. It is, however, equally
important to indicate what can in fact be done under the existing
circumstances, which are far from ideal. In view of the fact that
economic policy — and indeed policy in general — 1s at present far
too subject to national autonomy, co-ordination can only be
achieved in one of its weaker forms, in other words, by exchanging
information and entering into agreements. Even so, forecasting
and the preparation of alternatives on an international basis can
be extremely valuable. A well equipped international centre, such
as the United Nations Centre mentioned, can serve a very useful
purpose here in improving national plans and 1n extending the

voluntary co-operation that already exists in many spheres.
The most important change that will thus be attained in national

planning 1s that in the supply of more data to the national planning
offices. These may relate to the results of central research and
obviate a duplication of work, both with regard to the authentic
data of economics and with regard to the agreements that are
concluded for certain means of economic policy. Demographic,
technical and similar data that are not specifically economic in
character should be included among the authentic data here, but
not the means of economic policy. Of all the means of economic
policy available to every country, some will be determined 1n this
situation by the agreements referred to. The rest will continue to be
available to the national authorities and will be regarded as
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unknowns 1n planning, serving to achieve the aims as well as
possible.

The ideal form of international planning and the less ideal form
that exists at present do, however, have a number of points 1n
common. Looked at from the point of view of the national
planning offices, and expressed in the terminology that has previous-
ly been used in this book, they may be regarded as procedural
questions, concerned with the contacts between the international
centre and the national offices and the sequence 1n which these
contacts take place. In general, the international centre will first
prepare a number of the most important data and aims and submit
these to the national offices. A number of amendments may be
suggested by the national offices. These will have to be discussed at
an international assembly, where an attempt will be made to reach
agreement on a certain number of the data. The national offices
will then prepare their plans with the help of these data. They will
then send their plans to the international centre, if they contain
changes that are of any international importance. The centre will in
any case be able to calculate the most important macro-variables
resulting from the national plans and to decide from this whether
a second round 1s necessary. If so, a revised plan will have to be
prepared by each country concerned.

We are, of course, only at the very beginning of the development
of this kind of procedure and are confronted by a very great
number of problems. Some of these will be discussed in chapter 15.



