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I - INTRODUCTION.

National economic planning was introduced in France following the
end of World War II. Over its more than 25 years of existence, French planning
has considerably evolved both in its objectives and methods. The purpose of
this paper is to point out the most recent trends through an analysis of the

VIth Plan (1971-1975) and of the first works and procedures associated with

the VIIth Plan(ql.

Qur perspective is mainly "economic” ([8511. In our analysis
of the functions and functioning of the Plan we will refer to some
specific branohes of economic théory (general equilibrium, economic policy
(f.1. MUSGRAVE [90], TINBERGEN [031), planning (f.i. MALINVAUD [801, TINBFR-
GEN [1047). Symmetrically, we will examine to what extent French planners
resort to economic theory and quantitatiVe methods to solve specific

planning problems.

The scope of the paper which focuses over the most recent years
and the retained perspective set precise bounds to the relevance of our
exposition : "To be perfectly rigorous, the analysis should be imbedded in
a wider perspective dealing with the relationship between the State and
French Society of which French planning is but a particular form, specific
to our country” (SEIBEL [ 8d]). French planning in its present form is the
outcome of an historical evolution dating back to more than five years and
its functions, which, in & way, call for specific types nf technigues, can
not be fully appreciated without considering the political and social envi-

(2]

ronment e

(1 Althoug@hpreliminary works have been launched before, the preparation of
the VII Plan actually started in November 1974, The "preliminary phase”
of the preparation procedure —an equivalent of the "options phase” of
the previous plans— ended in June 1975 with the adoption of a report
about the orientation of the Plan.

(2} A short history of French planning giving the main characteristics of the
successive plans is presented in Annex 1. Complements may be found in
the following articles and books : BAUCHET [ 71, CAZES [231, DELANGE [44],
GRUSON [863], HACKETT, HACKETT [84], MAC ARTHUR, SCOTT [76], SEIRFL [gg9l.



Though it was not feasible to give an exhaustive analysis of
French planning in so short a paper, we have tried nevertheless to avoid the
drawbacks of a purely "technicist” approach which, fof insfahﬁé, would reduce
the evolution of French plannirg tn a history of quantitative method5[1).
In this respect, it appeared. necessary to devote the first part of our expo-
sition (Chapter II) to the example of the VIth Plan. It being the most re-
cent plan covering a whole "planning cycle"”. Besides, while cerresponding )
to the completion of a specific planning organization, it introduces relesvant X
inflexions as well in the functions of planning (evolution from the "Plan of
the Nation” to the "Plan of the Goverrment” (§ 2.a) SEIBEL [891) as in the
techniques (use of simulation models. (§ 2.b). The second part (Chapter III)
is more methodological and technical. It deals with- themes particularly re-
-levant for French planning and leading to interesting applications either of
economie theory or quantitative methods. We will thus consider the problems
of dynamics and uncertainty (§ 3.b), regional planning (§ 3.c), congruence
of macroeconomic objectives and microeconomic decisions (§ 3.d), international

environment (§ 3.e).

OQur conclusion shows how the first orientations given to the pro-
cedurss of the VIIth Plan confirm the double evolution initiated before :
explicit limitation of the operational scope of French. planning to public
action, expansion of the technical "apparatus” and of the. function of "study”

of the Plan.

~IT - THE EXAMPLE OF THE Vl'th PLAN.

2.a) Nature and scope of the VIth Plan : from the "plan of the nation” to the

"plan of the govermment”. -

i} First let us recall the general characteristics of the French plans[ZJ.

The French Plan is a medium-team plan covering a five-year period

th

(four years up to the V' Plan). It is based in particular on macroeco-

(1) A history which.would not be antirely peculiar.

{2) More detalls may be found in Annex 1 and 2.



nomic representaticns of the final year {named "esquisses”, "projections”,
"comptes” according to plans and authors). The choice of this horizaon
implies that French planning deals with structunal problems whose reso-

lution may require several years.

The preparation of the Plan is conducted under the responsability
of the General Planning Board (Commissariat Général du Plan). The pro-
cedure is largely "public” with representatives of the administrations,
employers and trade unions. This public character of the preparation
procedure is a major original feature and distinguishes French planning
from other planning schemes in Western countries where the preparation

phase is much more administrative.

At last, the "options” (or "orientations”) and the Plan itself are
submitted to political assent. They are presented to the Economic and

Social Council, they ara discussed and voted hy the Parliament.

Schematically, one may consider that the French planning procedurs
performs three major functions (C.G.P. [281). It has first a function of
"study”, dealing with medium-term analysis and prevision. The corres-
ponding technical tasks are mest often performed by other administrative
institutions(1) but the General Planning Board plays an important
role in impulsion and coordination. The Plan also fulfills a function
of "concerntation”. It makes possible a debate between representatives
of the various social groups abecut economic and socialvdevelopment. At
last it vmeans to guide and lead economic "action” over a medium-term

horizon, particularly wublic action.

Those three main functions of French blanning —study, concertation,
action— have been variously implemented in each successive plan. Indeed,
the evolution of French planning may be seen as a modifdication of the
scope of these gunctions, hence of the actual influence of planning

upon the various economic agents.
th . .
The case of the VI French Plan is particularly demonstrative.

(1) Few people are permanently working at the General Planning Board (150
approximatively)



“We will come back later to its function of study (§ 2.b and Chapter III).
Let us now see its function of "economic action” for each category of
agents. (The reader interested in the “concertation” aspect a function
somehow outside our perspastira, will find details in the following re-
ferences : DELANGE (441, Mac ARTHUR, SCOTT [787, SEIBEL fagl).

ii) As for padlvate f4ums’, all the plans — except for the first to some extent~:ﬁ
‘have been rather {ndicative or at. most {ncifafive. There has never been
a planning of the decisiors of private firms which could be compared to
what exists, for instance, in socialist countries. The VI~ Plan, or
its predecessors, have never tried to replace the market. However the
VIth Plan abandons some previous ambitions about the possibility of glo-
bally orienting and coordinating the decisions of private firms over a

medium-term horizon through the provision of an appropriate information

system.

Indeed, this function of planning put forward by P. MASSE (MASSE
{841 (r26]) and which is to impiement a "general.ized market siudu® is
now dropped out.It is important to comment this point since this func-
tion has been particularly prominent in the Ivth and Vth Plans and
considered by many observers as a major originality of French Planning.

. The corresponding  approach is very simple and derives directly from
general equilibrium thesry : the Plan should supplement existing short
sighted marxets by providing a substitute to markets ¥or future goods
(f.1. MALINVAUD [781) which ere necessary for an efficient intertemporal
allocation to be reached. Such & role being but very imperfectly imple-
mented by financial markets (MALINVAUD [7987). The reference to general
equilibrium theory is particularly clear in the report on the Vth Plan -
options : "According to the French conception, plan and market are not
permutable instruments to implement the same function but correspond -
to two complementary functions. The role of the market is to achieve
daily adjustments of Ffluctuating demands and supplies without an excessive
computation cost.., The role of the Plan is to offer a giohal view of
the sconomic development which reduces the uncertainty of individual

. choices and cannot be provided by the operation of markets. All long
term decisions, particularly investmen: ones, rest in fact on a con-

ception of the future. But it is clear that the market does not provide

n/u



this conception. No market existswhich enablesthe prices of steel or
transistors, or the freight rates from Labrador to Dunkirk, to be
negociated fifteen years in advence...” ({261). In practice, the privi-
leged tecﬁnical instrumsnf to implement this "generalized market study”
is the Leontieff imput—output.téble which takes into account the inter-
dependencies of sectoral prodﬁcticn decisions. Very detailed physical
projections _ have besn one major technical support for
the preparatinn of the IVth and Vth Plans. When known by ecconomic agents,
they were supposed to constitute a coherent system of expectations,

fulfilled if considered as "true” ("self ~fulfilling anticipations”).

The VIth Plan abandons almost entirely this @pproabh and the
corresponding technigues. Detailed projections play a subordinate role
only, as a desaggregation of the macroeconomic globaiiprojeotion. The
objective of "congruence”, so strongly looked for in brevious plans
(MASSE [841), is now considered as non important in this area (C.G.P.
[287). One may of course discuss atnlength about the relevance or irre-

levance of previous ambitions and advance political or technicel argu-
ments[1]. what must be stressed here is that the VIth Plan explicitly
abandons all attempt af gﬂobaﬂu coondinating the economic decisions o4

private 5Uzmz> 2

(1) Let us quote two technical arguments advanced against the relevance and
efficiency of the "generalized merket study”. As pointed out by MAC
ARTHUR and SCOTT [781, one may wcnder about the relevance of a detailed
balance given in phqALcaﬂ Lferms for an open economy where national agents

may substitlte between national and foreign markets according to prices.

Moreaver, it has been checked that the knowledge of the physical prOJectlors
was limiterd to very big firms conly (CARRE, DUBDIS, MALINVAUD [19]1).
course the problem of coordinating or not private firms through plannlng is
-by no means a purely technical one.

(2) The "generalized market study”, considered as a part of the function of
economic action of the plan in the 605, may be taken up again for the
VIIth Plan. But it would then be considered as a pure research output and
not integrated to the Plan itself (project of "revolving detailed projec-

~tions”). One might observe here a transfer of a technical activity from
the function of "economic action” to the function of "study”.



On the other hand, sectorel "priority” actions are still program-
med in the plan. For instance the VIth Plan, Plan of the "industrial
imperative”, set priority on the development of some strategic sectors

(chemicals, electronics...]

This can be paralleled with the framework of global 1875 projectioné
where the distinction between sectors is essential for economic policy
measures (§ 2.b). But here again, the "allocatidn" aspect (MUSGRAVE
{801} of this approach and of corresponding economic policy which
was predominant in previous plans, is of very minor impertance. The
stress is on the "regulation” aspect which referes to the problem of

public economic policy.

iii) As to this point, a medium-term plan may guide and lead puhlic economic
action in two ways. Firstly, the macroeconomic figures of the Plan
. (prices, employment, growth,...) may constitute references, "targets”,
for annual economic nolicy measures (DELEAU, GUESNERIE, MALGRANGE [487,
_ Secondly, the Plan may define and coordi-
nate large scale wwoaramming of pubfic investments, particularly collec-
tive ones,

The TV'" and VP Plans tried fulfill both tasks. In

particular, the introduction of "signalstﬂ]”(fr. "clignotants”) for the
\/th Plan was meant to provide a rathef strict puideline to annual eecno-
mic policy : "The definition of alarm indicators, which should trigger
corrective policy measures, if necessary, will materialize the necessity
of fulfilling two major objectives : stability and full employment ;
this will allow & hetter adjugtbent of medium term development policy
and shortirun economic action” ';_ﬁ_k[ésjl. The VIth Plan renounces
Very 1argely.to~providing such a.étriét guidelipe to annual economic
poliéy. Majer choices are defined‘[¥.i.'development of industry) but

the procedure of planning control (§ 2.b) does not mean anymore a quasi-

automatic regulation {("indicators” chceed to "signals”).

(1) A "signal” is defined by an indicator and a "blinking” limit. Example
for the prise level '
- indicator : average growth of consumption price index over the last
12 months.
- blinking 1limit : same indicator for foreign countries + 1 % during
three menths.



On the other hand, the VI‘th Plan has put an emphasis on coherent
programming of public investments ([737, [7471).

A global envelope of 228 Mds(1] has thus begn split into nine
"collective functions” ) following several
arbitrations and iterations on & national and regional level. This re-
partition has then been completed by the elaboration of detailed regio-
nal programs ("Programmes regionaux de developpement et d’'équipement”

[(73713.

iv]) We must cventually say that the influence of successive plans upon other
agents (trade union f.i.) has been weak. During the preparation of the
Vth Plan, the planners thought of using the planning procedure for ela-
borating medd{um-fesam contkact¢{2) hetween social agents {particularly
about prices and wages-1963 income conference, MASSE [A3]). Those
were only great expectationgT hey have been explicitly dropped in the
VIth Plan. There remained only contractual procedures concerning local

organizations.

v) This brief analysis shows clearly that the VIth Plan embodies —or
confirms— a noticeable evoluticon in the basic cencepts of French plan-
ning and the functions of the Plan. With respect to this evolution, the
VIth Plan stands at midway between a "Plan of *he 'ation" and a "Plan 04
the Goverment " (about French Planning "ideologies” see MAC ARTHUR, SCOTT
(761, SEIBEL [991).

The "Plan of the Nation”, a capital notion for the Ivth and Vt

h
Plans, means to be a "contract® between alf social forces, an "ardent
obligation” which founds the "third way" between capitalism and socia-
lims. The Plan does not replace the Market but supplements it by redu-
cing uncerteinty about future economic conditions. It provides a guide-

line for annual economic policy and defines a large-scale programming

(13 100 Mds were supposed to be financed by State budget. 20 % of those
programs were itself declared priority ones. At last, P.P.B.S. technigues
were used to define some "finalized” programs (traffic safety,
+ae, see LION [757).

{2} Conception of the "Plan federating plans” (C.G.P. [2871).
I'i



of public investments. At last its aim is to associlate all social groups

through the elaboration of binding contracts and the fixation of norms.

In contradiction, the "Plan of the Government” may still perform
an important function of study and concertation[1), Its operational
scope is definitely limited to public action. It means to provide a
framework for the medium-term economic policy of the government, being

binding only for a limited number of priority programs. Nothing is left

of the ambitious desire to globally coordinate private economic decisions

through a “generalized market study” or the fixation of contracts.

The VIth Plan stands at midway between these two polar conceptions
of French planning. It keeps a very heavy "concertation” apparatus with
a host of commissions. committees, technical groups... (approximately
3000 persons) (SEIBEL [991). But, with it, economic action is explicitely
limited to public economic policy. The way is paved to a plan of the

government .

2.b) Planning procedure of the VIth Plan and gquantitative methods

i} In the planning procedure of the VIth:Plan and associated works, there
are elements of continuity and innovation too. In particuler, the prepa-
ration phase correspends to the completion of a specific type of organi-
sation tested durimg the previous plans. On the other hand it is the
first time that planners resort on a large scale to a macroeconomic
simulation model, Fifi. This model allows more projections to be made
and widens the. scope of medium term.quantitative economic analysis.

We will see in this paragraph how these "modern” guantitative .-

methods were used to support a traditional planning procedure.

1 h

ii) The planning procedure of the VItr Plan,. as with the IVt and Vth Plans

before, can be split into three phases : preparation, implementation,
control (TINBERGEN [103]).
The prepanation phase, dealt with now, being the culminating

n/l

(1) The "concertation” function .of planning is still useful for a plan
of the government but its meaning is different. It must be seen as
a "social simulation” (DELANGE [447. SEIBEL [gg7) allowing the
State to test the reactions of the various social groups to its
- egconomic policy and no long2r as a search for a social concensus.

[y



(2)

_/lD..

time of the procedure. A very large number of persons take part in this

phase which is supported by numerous guantitative studies. Among these

studies, the global macroeconomic projections relative to the final year

of the Plan play an important role and the introduction of Fifi was indeed
1)

. . .
a major innovation .

Details about the theoretical structure and specification of the
model may be found in numerous articles (for instance AGLIETTA, COURBIS
[ 11, AGLIETTA, COURBIS, SEIBEL [ 37, PHAN [ga]). Let us briefly recall
that Fifi is a 2 000 eduations model with seven branches and products
(Agriculture/Food industry/Energy/Manufacturing/Transport and Communica-
tions/Housing/Construction and public works, services and trade). Trans-
fers between agents are very detailed. Given a basis year (1865 for the
VIth Plan) projections are made for the final year of the Plan (1875).
The model gives a point, not a trafectorny. Besides,the theoretical scheme
describes an economy "exposed” to international competition. The price
of the "exposed” sector (manufacturing in Fifi) is almost exogenously
set on international markets. This assumption, the hypothesis of a de-
sired self-financing rate and the inclusicn in the model of a Philipps
curve imply the following consequences for economic policy (cf. Table 1 -

for more details see COURBIS [37], DELEAU L4881, PHAN[94]).

1. Standard Keynesian policies are inefficient, or even "perverse”. They
do not bring any substantive change of the employment level but lead
to employment shifts and variations of imports.

2. Any economic measure which ex-ante raises the cash flow of the exposed

sector (f.i. higher productivity, lower public prices, subventions,

lower tax rates...) is very beneficialfor employment and growth(Z).

Several projections ("esgquisses”) for the year 1870 had been computed for
the Vth Pilan but they were non automatic methods of high (human]) computa-
tion cost ([681, [691). In comparison Fifi appears as a progressive inno-
vation. It should be stressed however that the learning-by-doing gained
during the Vth Plan (INSEE [68]) as well as some associated studies
(COURBIS [357) played an important role in the elaboration of the model.

It was said that Fifi was used to legitimate the following point of
view : what is good for industry is good for France (C.G.P. [327)-



TABLE 1.

A SIMPLE MODEL OF AN 7EXPOSED ECONOMY".
{(From COURBIS [371)

. Variables : = production (model with one product)
= imports

= investment

= hosehold consumption

public expenditure

= househcld income

= cash flow of industry

= employment

= price

T 0 Z » U oo H = O
n

= wage rate.

. Equations :

Supply - demand equilibrium :

(N Q+M = C+I+56
Technology :
2y 1 = k0
(3) N = wQ
Wages and incomes :
(&3] wo= Eé - E} noo* Eé N (Phillips’relation)
(5) R = wN ’ '
(6) A= p@ - whN
Consumption Function :
(73 pC = YR
Desired self financing rate :
A
(8) plI = z
Exposed economy :
(9) P = p
. Resolution w = (1 ~&a K b
N .= o -a, p + Eé W - (not dependent on G)
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As for its use in the preparation phase, three periods should be

distinguished (BONNAUD, PAGE [151).

The first period (March 68-Sept. 68), purely "administrative”,
led to the elaboration of a "diagnosis” synthetized by the "preliminary
projection” ("compte de départ” Sept. 89 - AGLIETTA et al [27).

This projection, made with thes help of Fifi, was based on assumptions
elaborated by extrapolating the past. At this stage, the use of the
model is of a "previsional” type. The planners want to study what "will
happen” if "everything is the same”. This "preliminary projection” dis-
closed several worrying features (weaker growth, strong inflation,

unemployment, foreigntrade deficit).

The cancertation procedure followed and the "preliminary projec-
tion” was submitted to the Commissions (sse Annex 2].1Thé research for
alternative development schemes was based on a Admulation use of Fifi,
from Anstruments on uncontrolled variables fowarnds objectives. This

study of the set of feasible "economic states” led to three main

N\

synthetic projections(q](with growth rates of 5,5 % ; 6 % 5 6,5 %)
(BONNAUD, PAGE [15]). They were submitted to the Government who set
"options” for the Vth Plén close‘to the 6% scheme. A projection for
the options ("compte d'options”) was then built with the help of Fifi

(July 701,

After the options had been adcpted by the Parliament, an itera~
tive procedure started so as to precise the conditions of implementa-
tion of the options. Schematically, the options can be seen as an impli-
cit representation of the "preferences” of the Government. Fifi was
then used in a kind of Lterative “optimization” procedure (without
explicit objective function) similer to those considered in planning
theory (f.i. MALINVAUD[ 801 - functioning : objectives » instruments -
objectives...). Simultaneously, the associated economic policy measures
were thoroughly examined and detailed. This iterative prbcess ended with
the definition of a "projection for the Plan” ("Compte de Plan”) a
quantitative representation for the development scheme eventually adopted
(July 71). |

(1) During this period, two other schemes were studied, one., about a
"Japanese typs” growth (demand of the employers), the other about
a reduced labour time. '
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TABLE 2

USE OF FIFI IN THE PREPARATION PROCEDURE OF

th

THE VI™ PLAN.

Phase

Objective followed and type of use’

Frojectinns

Preliminary phase
(688-68)

« Identification of medium-term problems

< Use in "previsicn®

"Preliminary prajection

Options phass
(Oct.B89- Juil.70)

» Definition of the sst of feasible states

« Simulation
{instruments
+ objectives)

uncontrolled variables

Variants
¥
Synthetic projections
,',
Three projections preliminary to the options

¥
"Projection for the options”

Terminal phase
(Sept.70-Juil.71)

. Conditions of implementation of the options

. Implicit optimization :
(Iteration : objectives - instruments -
objectives + instruments...)

Synthetic projections

¥
Projecticn for the Plan
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Various "detailad” projections were also elaborated during the
preparation procedure (for a complete presentation see
INSEE [70]). Some meant to elucidate assumptions of Fifi (f.i. demo-
graphic projections [ 701). Others consisted in desaggregating the glo-
bal projection (f.i. : projecticns in 36 branches) or making then more

explicit (f.i. : sectoral studies).

Several of these detailed projections were themselves outputs of
specific models (see Table 3 and corresponding references). There was
thus a progressive and decentralized building—up of a system o4 models
(see PAGE [92],-SEIBEL f99]), characterized by the coexistence of a
central qusl, Fifi, and specific peripheric models. The links between
them are not entirely formalized and the management of the whole system
is of & discfetionary type with numerous so called "man-machine” inter-
actions 7,

TABLE 3.

SECTORAL MODELS.

- Agriculture _ (fesll
- Fousing

FILO (Financing) ([201)

POLD (Pnlicy) (rzaM
- Energy .

FINER (Financing) C13bD
- Imports (fes1)
- Fiscality

IRPP (Income tax) , (r10M
- Administrations o ' ([89)

-Models for desaggregation Fifi projections
Fifi en 6, Confi 1

-Detailed projections
Tecol, Ecol (Public investments)
Etat (Budget) '
Secus {Sociel security)
Confi 2 (Financial accounts)
Ospae (Semi-public organiration)
Apié

{1) About the problems raised by the use of a system of models for national
planning, see PAGE J.P., ROYER J. [93].

'y



ii1) Let us now deal with the dmplewentation and contro? of the Plan. Our
exposition will be short since the Planning Pnard itself does not
direcfly meddle with annual eccnomic management. Resides, the recourse

to aquantitative methods is weaker during these two phases.

As for the implementation phase, the National Planning Board is

not directly responsible for the execution (3 of the Plan but can

take part in it. For instance, the Commissaire is a permanent member of
. some economic policy committees, specific types of investment projects
must get the Board's apprdval etc... (for the case of industrial policy,
see BONNAUD [14]). Nevertheless, the main part of public economic po-
licy is directly implemented by the Minisﬁry of Ec@n&my and Finance.
The National Planning Board is mofé directly concepned whenever there

is need of some kind of concertation (f.i. regional programming).

The Natbnal Planning Board is more autonomous in controlling the
fulfillment of the Plan. We overlnok here the traditional form of control
which consists in the elaboration of an annual report presented to the
Parliament. But we will comment upon twe "technical” forms of control

which resort to some guantitative methods.

The first consists in the publication of quaterly statistical
"indicators” ("indicateurs associés au Plan”) whose purpose is to
"detect movements relevant from a medium term point oféview" (f31 1
and relative to Plan cbjectives, international environment and French
industry. These "indicators”, which succeed to the "signals” of the Vth
Plan, are devised as a bure information system with no{automatic impli-

cationfor economic policy.

Moreover, a bhetter adjustment of the initial choices of the Plan
with the actual events of the period has been looked for. A "revolving

planning” scheme having been put aside (C.G.P. [311) a midway exam

(1) The largely "indicative” character of French Planning and its atemporal
and rigid formulation make the notion of execution rather amhiguous, at
least for macroeconomic objectives (see MASSE [g51). The same remark can
be made about control. Of course, the problem is much simpler for precise

sectoral programs.
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procedure was instituted. This procedure actually worked at the end
of 19873. It was supported by three years projections given by the DFCA
model (L 131 and § 3.b) and checked the caonformity, at that time, of the

actual economic evolution with the initial objectives.

IIT - PROBLEMS OF THE FRANCH PLAN, ECONOMIC THEORY AND QUANTITATIVE METHODS.

3.a) Introduction.

The VIth Plan proved the end of previcus ambitions about the
operational scope of French Planning but it developped the technilcal

"apparatus” of the preparation phase.

This last trend is of course related to a general development,
in all countries, of the applications of economic theory and quanti-
tative methods to economic policy problems. For the specific case of
the French Plan, it indicates the increase of the function of "study”
in planning. OFf course, the National Planning Bnard has no monopoly
aver medium-term studies. Almost every ministry has got a department
of research and prevision. Nevertheless, the Planning Board is the
only administrative body with a specific mission for initiating medium
term synthetic studies or coordinating more specialized ones. Even in
the case of a "plan of the geovernment” whose main finality is to support

medium-term public economic policy, the function of study 1s capital.

The innovations introduced during the VIth Plan make up a pro-
gressive step but are not sufficient for an efficient treatment of
several major economic problems particularly relevant for medium-term
planning. We will see how some of theseproblems have been tackled with.
In the perspective of this paper we chose to put the stress on those

works where economic theory or cuantitative methods are basic elements.

Some areas have becn overlooked, where the corresponding works

are of a more "statistical” nature (elaboration of series, indicators,

ﬂ/ﬂ
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accounts...) or because the approach is still weakly formalized or
guantitative (f.i. social problems see J. DELORS [4913(1].
Given this bias towards methodological relevance, we will deal with
the following problems : dynamics and uncertainty (§3.b), national-
raegional integration (§ 3.c), consistency of macroeconomic objectives

and microeconomic decisions (3.c), international enviromment (§ 3.el. -

- 3.b) Dynamics and uncertainty. _ S -

i) Up to now, French plans have been based on represantations relative

to the final year and following from "poncthal" assumptinns without
alternatives (DELFAU, GUESNERIE, MALGRANGE. [487). Hence the ambiguous
meaning of the "average growth rates” of the Plan for guiding eccnomic
policy. The reference may sven btecome useless if the actual svents are
too far from the initial assumptions. For instance, the relevance of
the last two plans have been largely invalitaded by major events (May
68 and the oil crisis). The improvement.of the so called "short term-msdium
tarm 1ink”, more or less equivelent tn a Plan-Budget conrdinaticn is
not a purely technical problem. It could benefit however from quanti-
tative studies in thres areas : ‘

- elaboration of dynamic models

- identlfication and guantification of elements of risk

- "strategic” approach to eccnomic policy.

ii) We have mentioned before that Fifi gives a projection of the final year,
a "point” not & trajectory. Intertemperal interpretations can be made
("average growth rates”- see C.G.P. [32]) but their meaning is not
very precise. The least so as the characteristics of the starting perind
are more peculiar and preclude any reference to a smooth constant-rate
growth. Improvements in the intertemporal explicitation of the Plan can

be gained by the use of dynamic models. Several annual dynamic models

(1) Nothing will be found either about the extension of guantitative methods
~to monetary and financial phenomena. These last few years several
works have been done in this field (for a survey see LEVY-GARBOUA ed.
[ 1) although not directly connected with planning excert for a minia-
turized version of Fifi, Mini-Fifi-TOF (ROSSIGNOL, ROUX-VAILLARD [87 7).
It was meant to test the integration of financial operations in the
big model. This project itself has not materialized vyet.
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iv)

have been elaborated during these last ten years by the Direction of
Prevision of the Ministry of Finance (in a chronological order Z0GOoL
(HERZOG, OLIVE [668), DECA (BILLAUDOT [131), STAR (BOULLE & al. [171],
[181). These models however are mainly intended for short-run projections
relatad with the elaboration of the Budget (f.i. BOULLE [161). During
the preparation of the Vth Plan, DFECA was used to assoclate a trajectory
with the "preliminary projection” given by Fifi. The operation had but
methodological results without actual implications for the preparation
of the Plan. It seems that for the VIIth Plan ‘a study of the first

two or three years will be made on the basis of projections given by
STAR. Besides a dynamic multi-sectoral model intended for medium-term

projections is being built at INSEE (FOUQUET [531).

The identification and guantification of the main elements of risk
also constitute a basic element for improving the coherency between
nbjectives of the Plan and annuel economic nolicy. Qualitative
identification of the main "hazards” has been searched for during

the preparation of the VIth and VIIth Plans (groups "hazards”

C.G.P. [29]). Moreover, three quantitative studies were devoted tc this
problem. The sensitivity of the macroeccnomic projections of Fifi for
the Vth Plan with respect to uncertain parametérs was thnroughly tested
on the basis of numerous variants (AGLIETTA and al. [ 21). Fifi was
also used to elaborate "structural schemes” corresponding to polar
typesof ecoromic growth (GUILLAUME M., ULLMO B. [821). At last, a
methodological study (DELEAU [471) based on a miniaturized version of
Fifi (ROSSIGNOL, ROUX-VAILLARD [87]) yielded a quantitative evaluation
of the uncertainty "surrounding” the central projection of the Vth Plan
and an identification of its main sources. To give an example, the stan-
dard error about the growth rates of productions (average value = 6 %)

0,

is around 0,8 % {(under an assumption of rigid policy). The main sources

of uncertainty, contributing to 80 % of the total,come from the factors

of determinetion of wages, incomes and prices (international environ-
ment. Philipps curve, self financement desired rates, productivity éssump-

tions).

A good knowledge of the dynamic workings of French Economy and of the
main elements of risks could ground a quantitative approach toc a ”"stra-

tegic” definition of planning. In this perspective, the Plan would not

e
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N

~correspond any longer to a gneefor—all—set~action, but to a “rule of

~action” (f.i. MA?SCHAK ?A?N "R {8713. Such conceptions had been examined

3.c)

same lina. & “sthodoivgicer operevicn, Cpu

- A snclal preverence functicn for the V lan (GUESNERTE, MALGRANGF

‘tments were split into a regicnal rcoart.. a.The regicnalizetion of &

before (MASSE [8471) and gave birth to the noticns of "selsctivity”,

"nriority” and "flexibility”, introduced in'the ik Plan ([301). In the

ded a comp. 32te quan-

L/
|_.

.
Cos : : ¢ L : sh .
tified formelization of the coordination between the VI'' Plan objectives
and anpnual economic poliicy (DELEAU, GUESNERIE, MALGRANGE [4873), Tho fra- -

)

mawork is & classical decisicn-making schoeme (F.1. MARSCHAK, RADNER [g7

Lh r

]

is determined through intervie. s ¢ -d”inverse optimum” technigues (FRISCH
[547). This Function yields a ranking of trajectories
given by the dynamic model DECA. Three decision variabies {public expen-
ditures, subventions to firms, income taex; and two uncertain uncontrol-
led variables (wage increeses. exports) ars taken wnto scoount. Two
types of computations are then made. V
"certainty equivaients” (THEIL 1011, MALTIVAUD T8211 for the uncontroi-
led variables and illustrate the notion of "uferugo wath” of the Pian
([3273).. On the other hand, stochastic decisiorn rules (DELZAU. MALGRANSE
[457) are computed on a linear-cuadratic approximation of the original
schame (f.i. THEIL AD1]). Different information structures are considse-

red and can be interpnreted as different planning orgenications (pericdic

revision schemes, ...

Reeional nlznn:

n

gionalization” of the Plan hac been consicered for many
years. In 1852, for the first time, global nvelopes®for public invas

the Plan shouid serve two purposes : it should dofine a g

o

iobal policy

for the organization of space, & Field where "markst failures”" ars

Cprominent 5 1L =tanT o onnip o fomes SeeT ot publiic decision-making.
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However, up to now, regional planning has not been supported by
very sophisticated quantitative methods. This is due in particular to
a lack of reliable statistics. Methods of regional accounting were
tested during the Vth Plan (ANFRE [ 5l1) and yielded accounts for some cate-
gnrias of agents ([558,[75H,B3k1). Indeed standard regicnal nrojections
abodt demogfaphy and employment remained the main quantitatiVe support

for regionalizing the VIth Plan [70].

.The VIIth Plan should benefit from a technical innovation : the

"regional~netional” macroeconomic simulation model, Regina (COURBIS, PRA-

GFR [44]). This model provides a synthetic framework for regional
and national economic analysis. It is a "medium-term” model giving
ponctual projections (cf. Fifi). Natienal space is split into five main
regions, with a subdivision in three zones for some variables. Three
types of location behaviour for the firms have been.considered : loga-
tion by "supply” (f.i. agriculture), location by "demand” (f.i. housing,
services, trade), (cf. input oriented, output-eriented distinction ;
£.1. BECKMANN [ 313, location according to differential factors (food
industry, manufactures). Supply and demand behavioural equations are
treated at a regional level [man—hours.prbductivity; capital ratio,
Leontieff coefficients, Philipps curve, consumption functions].
Table 5 gives the level of analysis for the differént variables of the
model ([381). The scope of Regina implies that it is a very big model

(8 000 equations). Hence possible problems in understanding and inter-
preting the simulation.results. The first projections for 1980 should

be available next Fall.
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TABLE 4

VARTABLES OF REGINA.
(from [391)

Level | R Variables

Employment and demography :

. Employment (/activity)

. Foreign immigraticn

. Migrations between zones

. Frontier workers

ZONE . Working population and unemployment

' . Tntal population and number of households.

Incomes and demands
. Total wages (/activity)
. Rents. '

Demography :

. Migrations between regions

Goods and Services

. Regional input-output accounts ; interregional and inter-
_ nationa: trade :

« Production and investment (/branch 1

« Household consumption

. ..« Housing investment

REGION « Public investment .

Agent acecounts :

»  Households N
. Local administrations
. Agriculture.

Wage rates and prices

. Wage rate
. Service prices.

Sectoral accounts and prices (firms).

Other accounts (Non local administrations ; financial institutions ;
foreign countries).

NATION

Financial transactions account.




3.d)

i)

i)

Macroeconomic objectives and microeconomic decisions.

The "1iberal” nature of French economy where most economic decisions are
decentralized railses the problem of coherency between Plan objectives
and individuél‘choicesx The general Planning Board has thus been led

to propose doctrines ahbout prices, taxes and tariffs. They derive most
ofteh from the general equilibrium model conclusions on the correspon-
dance between "efficient” or "optimal” economic states and "competitive
equilibria”. Thus in the line of &an approach advocated for many years
by French "engineers economists” (Cf. DREiﬁ [521) (principles of "true
pricing“, "deperequation of tariffs”, "marginal cost pricing”, "discoun-

ted value criterion”...) (C.G.P. [331).

Beybnd these doctrines, two streams of quantitative studies are
inspired from the microeconomic model, dealing respectively with the
choice of a discount rate associated with the Plan and cost-benefit
analysis tachnigues.

Evaluations of a "discount rate of the Plan"/Hirst made for the Vth Plan
on the basis of a very aggregated one-sector growth model (MASSE [861).
The method is simple. A long-run growth path (20 years) is associated
with the central projection of the Plan.. The consumption programm cor-
responding to a "marginal” increase of the investment rate is then com-
puted. The Plan rate of discount is defined as the discount rate making
the discounted sum of marginal consumption variations equal to zero.
This is, in a way, an "inverse optimum” technique which reveals a dis-

count rate "associated” with the Plan choices.

Such works have been done again for the VIth Plan, with the help
of a more sohhisticatéd econometric model, Antoine (BERNARD, MAIRFSSE
[1171), with five branches, Cobb-Douglas production functions and exoge-
nous technical progress (cf. CASS [221). A first evaluation reached by
a similar method and based on a 1385 growth pafh (ANDREANT, GAURON [ 4 1)
gave a high value (20 %). The grthh path of Antoire optimal for this
discount rate coincides with the original path for thé main characteris-

tics only (rate of investment, rate of growth]} The optimal production

I/I
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techniques are far from the technigues of the reference trajectory. This

- led to a reformulation bf the initial Framewbrk and a final evaluation
of the discount rate in the neighbourhrnd nf 10% (BERNARD, MAIRESSE [111).
This discount rate was then advised for an evaluation of investments by

public Ffirms and administrations (C.G.P. [ 13.

i11) Amther quantitative study deals with cost-benefit analysis (GUILLAUMF
M., ROCHARD [581). The evaluaticns made on the hasis of market prices
or shadow prices most- often overlook feedback effects and implications
for general economic policy cbjectives (trade surplus, employment...).
The research about this theme led to the formulation of a general second
best model (GUILLAUME M [581). This model shows how the consideration
of macroeconomic objectives and/or constraints alters traditional eva-
luation rules. It can be interpreted within the organizational framework
given by MUSGRAVF [80] (distinction of offices for allocation , regula-
tion and distribution). At last a numerical application, based on the
preference function of the VIth Plan. {GUESNERIE, MALGRANGE [561), was
made for the case of coal mining regression (GUILLAUME H., ROCHARD [5873.
It led to cenclusions contradictory to those of a more vlassical sec-

toral approach.

3.e) Planning in an cpen econony.

With the IVth Plan, the "cpen" character of French economy has

given birth to & major problem : the change in tariffs and regulations
fnllowing the Rome treaty led to an accelerated development of foreign
trade, hence an increased dependency of France upon foreign economies.
At the time of the IVth Plan, some economists even wondered about the
feasibility of any national planning (f.i. BALASSA [ 61). A sure point
is that French planning, to remein operational, must take great care of

the interactions between national and foreign -economids.

This concern has:been increasing with each; sutcessive plan and
guantitative works trigd to follow. tp to the,VIth Plan, they are tra-
.ditional methods of projecting imports and exports, not explicitly con-

nected with national studies. Foreign trade aspects are integrated for

/e
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the VIth Plan within the framework of Fifi (see previously). However,
besides criticisms about the theoretical assumptions , the treatment

‘of foreign economies in Fifi is itself purely exogenous.

An entirely endogenous and integrated treatment is given in a
‘new model, used for the vrrth Plan, Molse (COURCIER, LAFAY [431). This
model is a "world model” based on several interconnected regional blocks.
Twenty zones are distinguished within three main classes (grosso modo
“OECD countries, socialist countries, third world). Foreign trade pro-
jections are given for 13 products. The specification is rough for each
regional block (many allccation coefficients), more detailed about

exports and imports equations (particularly for manufactured).

The model is usaed for ponctual medium term projections. During the
preliminary phase of the VIIth Plan,
world scenarics were made up (GEPI [551). The model should be used
again during the second phase tn aive foreign scenarios cnherent with

the global projections of Fifi.

IV - CONCLUSION.

The previous exposition points out a double evolution of French
planning. The Vth Plan embodies a shift from a "Plan of the Nation” to a
"Plan of the Government”. The main operational purpose being now to contribute
to the definition of public action. At the same time, the same time, the
function of "study” becomes more impertant and benefits from the introduction
of sophisticated technigues and methodological tools which apply economic

theory and quantitative methods to medium-term planning.

The first procedures and works of the VIIth Plan follow the 1line

th
of the VI Plan. Its new institutional characteristics () are typical of a

plan of the government : creation of a "central planning council” under the

direct heading of the President, transformation of the "optiorsphase” into a

(1) It is sometimes said that these transformations were imposed by the lack
of time due to the peculiar featurses of the starting period (oil crisis,
new presidential election). Of ccurse, esvents may have accelerated the
transformation but are not the fundamental motives.

s
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"preliminary phase”, lightening of the -conmcertation apparatus. What may be
known about the future procedures(stress put on "priority programs” elabora-
ted under the direct responsability:of various ministries) is also coherent

with this new conception.

Simultaneously, the recourse to simulation economic models for ths

-

preparation of the Plan increases. Besides the global 1980 projections given -
by Fifi, world simulations have been operated with Moise and regionalized ‘

projectinns will be available next fall. Here again, the trend is towards an-

increased "technicity”.

-o00o0-
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ANNEX 1.

A SHORT HISTORY OF FRENCH PLANNING,

- This short history givesbrief informations about the general
characteristics, contents and techniques of each successive Plan.
1°% Plan (1947-1950 ; extended until 1953)

» Plan of "reconstruction”

. Stress put on six "basic sectors” (coal mining, electricity, steel,
cement, agricultural machinesry. transportation}. Definition of "caps-
city” objectives and indications about corresponding investments {(eli-
mination of bottlenecks).

. Sectoral studies.

11" P1en (1954-1957)
. Plan of "modernization” {(restoring a competitive economy)
« Stress put on competitivity and definition of "basic actiom” (technical
and scientific research, specislisation of firms, normalisation and
standardisation, organisation of markets, reconversion)

« Global production study plus sectoral studies.

IIIrd Plan (1958-13961) (with an "intermediary’Plan 60-61)
. Plan of "foreign competition” (Rome treaty)
» Stress put on monetary stability and foreign trade equilibrium

« Use of aninput-output tables and of national accounts.

IVth Plan (1962-1965)
. Plan of "sconomic and so0cial development” (Gaullist ideology of the
"thrid way", "concerted economy”...)
. Stress put on social aspects (public investments, income distribution)
. Projection of interindustrial accounts and national accounts (constant
prices). Test of financial accounts. First regional studies. "Generali-

zed market study”.
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Vth Plan [1988-197D]l

. Plan of "balanced growth”

. Stress put on competitivity, price stability and income distribution.

« Projection of interindustrial accounts, national accounts (ewuent
prices}, financial accounfs, Regionalized demographic projections

"Generalized market study”.

VIth Plan (1971-1975)
. Plan of the "industrial imperative”
» Stress put on the development of a competitive and strong idustrial
sector.
« Simulation model {Fifi). Projection of financial accounts. System of

specific models. Regression of sectoral projections.

-c0o-
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ANNEX TTI

INSTITUTIONAL STRUCTURE OF THE PLANNING PROCESS.

THE "CENTRAL PLANNING COUNCIL” (Conseil Central de Planification).

This "council” was created in October 1974. It is directly headed by
the President of the Republic. The permanent members are the Prime Minister,
The minister of Economy, the Minister of Labour, the Plan Commissaire. This
council meets.every month, deals with the main planning problems and defines

directives.

THE "NATIONAL PLANNING BOARD” (Commissariat Général du Plan).

The National planning Board is the permanent planning administration.
It is headed by a Commissary. An average of 150 people work at the National
Planning Board.

THE "COLLABORATING” ORGANIZATIONS.

The two main collaborating administratiomsare the Nationai Institute for

Statistics and Economic Studies (INSEE) and the Direction of Prevision. Both
are direqtions of the Minilster of Finance. They execute most of the quantitative

technical works used in the preparaticn and control of the Plan.
The National Planning Board may elso get the collaboration of research
centers which it subsidizes (CREDOC, CEPREMAP) or with which it signs contracts

(GEPI, GAMA, BIPE...J.

THE "CONCERTATION” APPARATUS.

The concertation is operated inside a system of "Commissions”. They are
composed of representatives of the administrations, trade unlons, employers
and of "experts”.

This concertation apparatus has become increasingly important up to the

th
VI Plan (which introduces a distinction between Commissions and Committees).



ISt Plan 8 Commissions 434 Persons

IInd Plan 22 Commissions 804 Persons

IIIrdPlan 21 Commissions 704 Persons

I\/th Plan : 26 Commissions 1055 Persons

Vth Plan " 30 Commissioné.' ~ 1950 Persans

VIth Plan - . _ 3000 Persons {approxima-.
: e tively)

ol

Up to the \/Ith Plan, théré'was a distinction between "vertical” -
Commissions (productive sectors, collective Functionsj‘and "horizontal” Com-
missions. '
N In opposite, the preliminary phase of the‘VII#h Plan was suppor-
ted by only 4 Commissions {130 persons apprqximatively(1]] dealing with
themes : Growth,‘empldyment and financing/Drganizatioﬁ of space and quality

of 1life/Social Inequalities/International economic Relations.

The second phase should be supported by a larger apparatus {15 commis~-

sions perhaps).

5. THE POLITICAL CONTROL OF THE PLAN.

Two main bedies partake to the politicai cantrol of ﬁhe Plan :
- the Economic and Social Council .

- the Parliament.

-00o-

(1) With 200 persons more in technical groups.
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