AN OPERATIONAL APPROACH TO DEVELOPMENT PLANNING

hy Albert Waterston®*

1. The Conventional Approach to Planning
A.  The Status of Planned Development

After aboul two decades during which planning gained virtually worldwide acceptance,
questions are being raised about its usefulness for accelerating the rate of development. Partly, this
may be 4 reaction to the overly enthusiastic embrace of those who had great expectations that
planning would automatically Icad to quick development, But even the less naive are disappointed
with the results of pfanned development.

Reacting to the general alr of disillusion, Hans Singer complained in FAO'S CERES for
May-Junc 1968 that the Development Decade of the 1960°s is frequently referred to as a “decade
of frustration.” He is right that this is a‘*somewhat exaggerated” characicrization. Yet it
is not used without justification. For despile rescrvations about the statistical refiability of
the data in the poor countries, what is available indicates Lhal, despite steadily increased reliance
on planning since the War, the annual rate at which real domestic .];r_nd uct (GDP) has grown in all
less developed countries has shown virtually no improvement since the 195(°s.1 This has also been
true of Africa.2 Butin Latin Amcrica, and especially in Southern and Southeast Asia, the average

annual rate at which GDP grew has declined.? The plight of the less developed countries may also
he discerned from their declining sharc in world income. 1n 1950, the poorest 60 per eent of the
world’s poputation received 13.2 per cent of world income; in 1964, they rcecived oinly 11.1 per
cent.4

Those who oppose government intervention in the economy, in ICNCWINg Or increasing

"Lecturer in the Economic Development Institute of the World Bunk. In this paper, T speak for myself, not
for the Institute or the Bank. 1 acknowledge with appreciation sugeestions from Loreto M. Dominguez, P. David
Henderson, Raj Krishna and Eugene R. Schlesinger.

1 According to the United Nations, Worid Economic Survey, 1967 - Pari One (p. 17), average GDP growth
raics declined from 4.6 per cent in 1955-60 to 4.4, per cent in 1960465 and from 2.3 par cent per capila {o 1,9 per cent,
uccording to The World Bank’s Ansnal Report 1968 (p, 49), average GDP growth rates increased from 4.7 per cent
in 1950-60 to 4.8 per cent in 1960-66, but declined from 2,4 per cont por capita to 2.3 per cent.

Z  According to the United Nations (itid.), GDFP growth rates in Africa increased from 4.3 per vent in
1955-60 Lo 4.3 per ¢ent in 1960-65 and fraimm 2.1 per cent per capita to 2.3 per cent; according to data in the World
Rank, GDP growth rates in Attica averaged 4.0 in 1950-60 and 1960-67, but GDI per capita declined slightly [rom
1.7 per cent in [950-6{ 1o 1.6 per cont in 1960-67.

3 According to the United Nations (ibid.), GI¥P growth rates in Latin America declined from 4.6 in 1955-60
to 4.4 per cent in 1960-65 and from 1.9 per cent per capita to 1.7 per cent; according to The Workd Bank (tbid.),
DI growth rates declined from 4.9 per cent in 1930-60 to 4.7 per cent in 1960-66, and from 1.9 per cent per capiia
te 1.7 per cent.,

According to the United Nalions (ibid.), GDP growth rates in Southern and Southcastern Asiz decreased
from 4.2 per cent in 1955-60 to 3.5 per cent in 1960-65 and trom 2.0 rer cent per capita lo 1.2 per cent; according to
The World Bank {ibid.), GDP growth raies in South Asia declined from 3.6 per cent in [9350-60 Lo 3.4 per cent in
1960-66 and [rom 1.7 per cent per capita to 0.5 per cent.

4 Weaver, James H. and Jones Leroy. “International Distribution of Income: 1950-1964."" Jouraal of
Econontic fssues, Quarterly, University of Texas (forthceming issuc),
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their attacks on the wholeidea of developmentplanning, havenotfailed to point to the poor record.d

Tothis defenders of the accepted system of planning reply that what is at fault is not the conventional
planning approach, but the failure of governments to follow the precepts and prescriplions laid

down by planners.® In effect, they say that if the facts do not accord with the theory, so much the
worse for the facts. This should not be taken as arrogance, for those who hold this view mean that
governments, by their actions or Lheir fuilure to take appropriate action, creale or perpetuate situat-
lons which are inimical to development planning,

There is no doubt that planners have done much to make politiciuns increasingly aware
of the cost-benefit implications of investment and other development decisions and the need to op-
timize these decisions within the context of prevailing sociopolitical values. To achievethis, planners
have done well nol to accept politicians’ actions or lack of action as immutable. Butitisalso frue
that plauners have fraquently been unable Lo assess correctly--or have even refused to be concerned
with -- the often considzrable sociopolitical constraints on ihe actions required to achieveeconomic
targetsin plans they have formulated.

Thus, while malfeasance or nonfeasance may indecd be the crux ol the matter, it may have
have a different import than is intcnded by those who defend the traditienal plunning approach.
Thus, if there are some things in the nature of conventional planning, or in the milieu of the low-
income countries, which make it unrealistic to cxpecl the responses required for successful
operation of conventional planuing in these countrigs, it may be more sensible to Lry, at leastat ficst,
to modily the theory rather than the facts, i.e., conventional planning rather than the responses of
political leaders. Ifthisbe so, it is well to ask how it may be done.  Ttisto these questions that this
paper 1s addressed.

B. Conventional Planning

In his book on development planning, Professor W. Arthur Lewis advisescountries which
plan their development to adopt three kinds of plans: “There should be an Annual Plan, a medium-
terma Plan, and a long-term perspective Plan.7 Jan Tinbergen in his book on deveclopment planning,
also recommends that dzveloping countries prepare perspective, medium-term and annual plans.B
It would be going too far, perhaps, to suggest that there is a concensus among planning special-
ists about cxactly how to approach planoed development. But il the writings on planning
are taken as evidence, it is fair to saythat most planning specialists agree that national development
requires the preparation of the three kinds of plans which Tewis and Tinbergen recommend,

3  See, for example, P. T. Bauer’s. **Digsent on Development,” Scottish Journal of Political Econemy. Yol,
NVI, No. 1, Feb, 1968, University of Glasgow, Great Britain, pp. 75-94; Sirkin, Gerald. The Visible Hand: The
Fundamenials of Economic Planaing. McGraw-Hiil Book Company, New York. 1968 and Jewkes, fochn., The New
Ovdeal by Planning: The Experience af the Forties and Sixties. Macmillan, London: 1968,

f These are not straw men, but the reai thing, One need only visil central planning offices almost
anywhere in the less developed world to hear thus riposte,

T Development Planning., The Fssentials of Economic Policy. Harper and Row. New York. 1966, p. 150,

8 Development Planning. World University Library, London, 1967, pp. 32-33,
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Like most writers on development planning, Professors Lewis and Tinbergen suggest that
planning should start with a pcrspective plan which embodies an assessment of & country’s iong-
term development outlook for some 15 or 20 years. Development takes time and, therefore, the
argument goes, Lhe formulation of long-term goals is essential for insurin g that current development
decisions are consistent with long-term objcetives, needs and possibilities. Perspective plans are
recommended to plarners as convenient devices for the systematic congideration of luture cost and
other implications of present investment decisions. They are also advocated because they provide
guidelines for planners and others who make development decisions and show up bottlenecks which

wiil emerge as the economy expands, unless anticipatory action is not taken well in advance.?

Planning speeialists also advise that after a perspective pian has been prepared, a medium-
term plan should be formulated. A medium-term plan usually ranges from three to seven Years,
but it may extend to 10 years. For example, Thailand had a 6-year plan; Iran a 7-year plan; In-
donesia an 8-year plan; Libcria a 9-year plan; and Chile a 10-ycar plan. But five years is the most
popular cheice. The medium-term plan is more detailed than the longer term, perspective plan.
It is the plan on which planners generally spend most of their time, It may take from 18 months
to Lhree, four and even five years to preparc.

Finally, there is the annual plan. The character and the dircction of the annual plan is
determined by the medium-term plan, just as the character and direction of the medjum-term plan
15 governed by the perspective plan. The annual plan is essential to good planning because it
provides the means by which medium-term plans are made operational. Tn fact, in socializad coun-
trics, where annual plans are necded us much as in mixed-economy countries which plun, annua!
pians are reterred to as operutional plans,

Since by lar the largest part of the literature on development planning technique, as well
as most ol planners’ time and interest, is concerned with mediume-term plans, it is useful to review
brieffy the procedures which planning specialists consider csscntial for the tormulation of a good
medium-term plan. Thercis a general agreement among planning specialists that the preparation
of a medinm-term, comprehensive, plan (comprehensive in the sense thal it covers the private
as well as the public sector) involves the use of two simultaneously executed procedures. One
of these moves fromthe general to the particular and is sometimes refered to as “planning from
the top down,” while the sccond moves from the particularto the general, and s sometimes reterred

tu as Yplunning from the bottom up.”

“Planning fromthe top down" starts with the setting of cleary - defined development
objectives by the political authorities, and the formulation by the central planning agency of an
overall or aggrepative plan in conformity with these objectives,  This is achieved by the cons-
truction of a series of interrclated projections, which with their assumptions, constitute a growth
modeti for the propuoscd plan,

A mode] usually estimates the effect of an assumed rate of growth on public and private
conswmpliodn, savings and investment; imports und exports; employment; and the demand and
supply implications involved in producing the assumed national product or income. A variety of

? Lewis, W, Arthur, op. cit,, p. 150,
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calculations are made to relate inputs of labor, raw materials, land and .capital with the resulting
outpyts. Still other calculations show the telalionships between the income to be generated and
expended for consumption and investment in the public and private sectors, for imporis ad exports,
and so on. These calculations may vary from exceedingly simple, rule-of-thumb estimaics or plain
guesses, to complex formulations involving input-output tables, linear programming, Or even more
sophisticated econometric techniques. The results are tested. to determine their compatibility with
the overalltargets, their consistency with each other and whether they are within the Limits of
available resources, 10

When the aggregate model has been prepared and agreed upon, the “planning-from-the-
top-down” procedure requires thal the overall targets be divided or, ‘‘disaggregated,” nLo e
terrelated sector programs and, occasionally, into regional plans. Where the overall plan is divided
into regional plans, these must in turn be subdivided into sector programs. FEach sector program,
whether national or regional, has its own aggregate growth, investment, input and output targets.
The final step in the “planning-from-the -top-down™ procedure indicates the extent to which the
different economic and social sectors, whether national or regional, requirc additional capactity to
achieve plan targets and, sometimes, lists projects for providing this capacity.

While ihe “planning-from-the-top-down™ procedure is being carried out, and starting even
before because it takes longer, the ““planning - from - the - bottom - up”™ procedure must be going
forward. In the public sector, this requires that each operating ministry, depariment and public
enterprise collect all the projects it expects to carry out in whole or in part during the plan period,
list them us to priority, and combine them into coherent sector or subsector programs on the basis
of well-defined objectives. These programs must be submitted by a specified data to the central.
planning agency to combine and reconcile them with each other and available resources.

While the ministries, departments and agencies prepare their programs, the central planning
apency canvasses industrial, agricultural, mining and other investors or, alternatively, manufactur-
ing, agricultural, mining and other business associations, to delermine the extent to which they (or
in the case of associations, their members) expect to start new projects or expand existing plants.
The central planning agency may list at least the most important projects which private investors
expect to start, continue or carry out during the plan period ; and estimate what it believes will bethe
extent of private investmentin industry, agriculture, mining and other sectors during the plan
period. These sectoral subtotals are added to produce a total for privateinvestment which, when

added to the total proposed by government organizations for investment in the pubhlic sector,
constitute an overall investment plan.

If regional plans are to be included in the national development plan, the pﬁblic and private
sector projects in each regional plan must be built up by cconomic and social sectors and with the
figures for the other regions aggregated into a total for investment in all the regions.

The sectoral and regional subtotals and the apgregates obtained from the “planning-from-
the-buttom-up’ process are not likely to coincide with the corresponding totals obtained from the

10 Waterston, Albert, Developient Planning: Lessons of kxperience, Johns Hopkins Press. Baltimorg,
1965, np, 64-66,
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“planning-from-the-top-down™ procedure. The two scts of calculations must be considered as
“first approximations” which must be reconciled. In the process of reconciliation, some figures
i the original model may have to be reduced, and a few may have to be increased, These alterat-
lons, in turn, will require revisions in other figures, as well as changes in assumptions and targets.
By moving backwards and forwards, using a sysicm of trial and error, through a process which pro-
duces a series of so-called “‘successive approximations,” the two sets of caleulation produced by the
“planning - from - the - top - down™ and the “planning - from - the - bottom - up™ procedures are
gradually pushed, prodded and pruned to closer arithmetic proximity until there emerges an in-
tegrated, internally consistent, comprehensive, medium-term plan, with sectoral divisions often
with a list of projects and, oceasionally, with vegional plans as components.

Conventional planning has great virtues, First, it provides the perspective required to
testcurrent investment decisions by reference to future costs and long-term development objectives.
Second, through the comprehensive view of the cconomy afforded, it guards against the misallo-
cation of scarce resources by ullowing competing requirements in the public and private sectors to
be balanced against one another so that marginal choices may be identified which promise to yicld
desired results at lowest cost, And third, through internal consistency, it provides protection against
against the appearance of unexpected botticnecks and imbalances which may impede growth.
Finally, the procedures followed in preparing perspective, medium-term and annual plans have
value in cducating those who participate in preparing the plans in the essentials of planned develop-
ment,

C. Mecthodological Shortcomings

Yet, it must be realized that in preparing plans in Jow-income countries, planners make
use of a kit of tools largely devised inand for the more advanced countries. Experience raises some
doubts about the relevance of this “transter of technology.” Thus, attempts to apply to less devel-
oped countries with a large subsistence sector concepts, categories and pricing policies used in a
system of national accounts devised for industrialized countries may produce misleading or in-
accurate conclusions.  Because of skewed income distribution, per capita income is not nearly
as significant a datam in poor countries as in the more advanced ones, where incomes are more
equally distributed, Increased per capita income also is more deficient as a measure of progress in
the poor countries than in the more developed countries because it ignores the institutional changes
which are essential for the transformation ot underdevelopment. Nor does the record indicate

that time, moncy and effort spent on producing many-columencd, input-output tables for low-income

countries are nearly as worthwhile an expenditurc of scarce financial and technical resources as in
the more advanced nations. And it is douhtful whether the planning models used in preparing
medium-term development plans in low-income countries have contributed much to development.

Considerable advances have been made in recent years in planning techniques, But most
planning models actually used in medium-term planning in low-income countries constitute so oreat
an oversimphhfication of reality that they oficn end up as inaccurate representations. The results,
as Paul Streeten has said, may be technically elegant and shapely, but they lack the vital organs.
Thus, the models often assume stable parameters {e.g., incremental capital-output ratios), when the
essence of development is dynamism. At the same time, models may be too “dynamic,” in the sense
that projeciions for five, ten or more years usually produce results of dubious reliablility, given the
present state of the art. Linear relationships among variables (in the form of constant uutput-input
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ratios) are almost always assumed, althoagh in the real world linearity is scarce and nonlinearity
commonplace. The models usually describe the ecconomics of low-income countries in term of
one aggregate each for consumption, savings, investment, production, per capita income, and so
on, when the dualistic or triplistic nature of most low-income countries requires two or three values
for these. They often include only two sectors (e.g., agriculture and industry or production and
consumption goods), instead of the larger numbers of important sectors usually found in even
simple economies. They usually ascribe development to a single factor -- capital--although polit-
ical, social and institutional factors are widely recognized as of ¢ritical importance in determining
the results obtained from investment. And the caleulaiions in the modcls arcin terms of constant
prices, although price changes sometimes distort sector relationships and alter financing require-
ments for the plan.ll

D. The Data Gap

But to construct a model which would adequately reflect cven a small, low -income
country’s economy and the more important forces determining its development would generally
require the use of much more complicated techniques than are practicable in most low-income

countrics, 12 1t would, moreover, greatly exacerbate the data gap which makes planning dif-
ficult even with the simplest models. Everyone who has worked in the field knowt, that statistical
data in low-income countries are generally unrcliable or absent. Not only are ingemental capi-
tal-output ratios often little more than guesses, but basic data for population, population growth,

production and national income, as well as many of the components of narional income, are either
sUsSpect or nonexisicnt.

The data gap makes it difficult to plan qualitatively or quantitatively; but the danger of
compounding errors is great when inaccurate data are incorporated in a plan which by 1ts nature
has to be internally consistent. In many plans, what is being made consistent are bad statistics,

not the realities.13  What is worse, whereas a careful planner knows the limitations of his data,
most political leaders do not appreciate the low reliability of the data with which planners must
work. Usually, therefore, they accept without much question the basic figures in the plans they
adopt, thereby giving official sanction to error and incompleteness.

E. Instability, Uncertainty, the Will to Develop and Administrative Friction

The deficiencics in methodology and data, although serious, are not nearly as important
as other factors in explaining why planned development has performed below expeciation and
need. The evidence indicates that when it comes to implementing their development plans,

- I  ——

11  Tam indebted to Enrique Lerdau for this point, Somelimes, a percentage increase in prices 1s assumed
as a correction factor, but aside from the dillicully of forecasting price increases, there is no practical way of fore-
casting sectoral distortions which mighl be introduced as a result of price changes.

12 Alec Nove tells of one eminent economist who began a lecture thus: **1 will assume perfcet competi-
tion because if I do not, the mathematics becomes too difficuli.”

13} While consistency exercises may lead to the discovery thatl estirnates are inconsistent, the discovery
does not nccessarily lcad to the ability (o correct inconsistencies, Planners may revise inconsistent figures to make
them consistent, but with unreliabie data the consistent results may stilt compound errors,
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few of the low-income countries have the (1) political stability, (2) economic certainty, (3) political
will and (4) administrative capacity required to carry out medivm-term plans. Implicit in con-
ventional planning is the assumption that although change is inevitable, if occurs in a generally
stable environment. But the fact is that change, sudden, [requently unforeseeable and great, in
political and economic condition of countries, particularly in the less developed world, has become
characteristic of the modern world.

1. Political Instahility

The record of the last decade makes it clear that political instability is the norm for low-
income countries. In the last ten years there have been no fewer than 66 coups d’etat in the less

developed countries. 14 The impact which these changes make on planning is better understood
when one recalls that governments rarely continue with their predecessors’ medium or long-term
development plans. And even when there is no change in the top leadership of a government,
politicai instability may make the execution of such plans difficult or impossible. This was true,
for example, before the 1968 military coup in Peru, where six cabincts served in the five years
President Belaunde Terry held office ; and it is true in a country, such as Nigeria, where civil strife
reaches proportions which interfere with the orderly conduct of government,

2. Economic Uncertainty

Undue economic uncertainty also inhihits the preparation and execution of development
plans in low-income countrics. Where inflation or the stabilization of the balance of payments is
a source of concern, as in Brazil, Chile, Ghana, Indonesia and Sierra Leone among others, political
Icaders and officials invariably give shorl-run problems priority over longer-term development
plans., Unexpected declines in foreign and international sid and loans have also made it difficult
in some countries to carry out medium-term plans. Substantial fluctuations in the prices of
primary exports sometimes reduce foreign exchange carnings below expected levels, and make it
difficult or impossible lor some countries to adhere to planned investmeni targets.

3. Political Willto Develop

The largely formalistic acceptance of development plans by political leaders in some low-
income countries is still another impediment Lo the implementation of comprehensive, medium-
term plans, When the time comes to implement development plans, the preference of many polit-
ical leaders for maintaining investment options in their own hands and for impr{wisatinn becomes
apparcnt. This penchant of political leaders is also found sometimes in cmmtnea wuh cmtltlnn
governments or in those with strong technical and finance mimsters, B |

4, The Administrative Factar

Finally, it must be recognized that conventional planning assumes the availability of an
administrative structure and a pool of trained manpower which do not in fact exist in most low-
income countries. Most poor countries find it impossible to follow the procedures for formulating
the three kinds of plans which are essential for conventional planning. Where perspective plans
exist, they are generally rudimentary and unpublished, Countries which prepare annual plans

bt The Economist, March 1, 1969, p. 601,
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regularly are exceptions to the general situation. Moreover, it is a rare country where the planners
have succeeded in preparing a medium-term plan with botk the “planning-from-top-down,” and
the “planning-from-bottom-up™ procedures. Mostly, medivm-term plans are prepared on the
basis of “planning-from-the-top-down,” almost never “from-the-bottom-up™’ because the project
and sector information required from the technical ministries, departments and agencies for

“planning-from-the-the-bottom-up™ is either unavaitable or, where available, is usually so poorly
prepared that it is largely unacceptable for realistic planning. In the end, most plans in low-income
countries are prepared almost exclusively by the “*planning-from-the-top-down’” procedure because
it can be done in the central planning apency with estimates to filf the informational gaps. When
it comes to implementing their development plans, few of the governments in less - developed
countrics have the administrative facilities to maintain the discipline required to carry out medium
«term plans.

F. Planning in Practice

Political instability, economic uncertainty, formalistic acceptance of plans and adminis~
trative friction largely explain why it has been possible for the rates of growth in a country
without much planning experience to decline as planming techniques have improved. It is, there-
fore, not unreasonable to ask whether the conventional method of planning as apphed to thesc
countries may not be in need of revision,

Indeed, the instability and uncertainty in recent years make this question equally relevant
for countries which have considerable experience with planning. Countries with considerable
expertise in planned development have had to abandon their medium-term plans when unforeseen
svents made it impossible to deal effectively with development problems framed i their plans.
Thus, after two wars and two droughts in three years, India found it necessary to postpone its
Fourth Five-Year Plan from 1965 to 1969 and resort to annual plans in the interim. Because 1ts
economy was heating up unduly, Japan first discarded its ten-year plan for 1961-70 and then the
five-year plan for 1964-68 which replacedit. Although directivesforthe U.8.5.R.’s five-ycar plan
for 1966-70 were approved in 1966, it was never formally enacted as a plan; instead in December
each year, one-year target figures are announced. Although the reasons for this have not been
announced, it may be at least partly because the new system of partially decentralized plan im-
plementation introduced uncertainties which could not be dealt with effectively within the frame-
work of the five-year plan. When the Yugoslav Governmenti submitted its seven-year plan for
106470 to its Parhament that legislature refused to approve the plan for two years, and annual
plans were issued instead. (The plan eventually emerged as a five-year plan for 1966-70.) In
France, there was no choice but to give up the five-year plan for 1966-70 after civil disturbances
in May 1968 forced the Government to increase salaries and wages to an extent which so
compromised plan targets that revision of the plan became impracticable,

1, Planning as Facade

In the prevailing circumstances, it is not surprising to find in low-income countries that
medium-term national development plans, whether well or poorly devised are, in varying dcgr?ﬁ‘,
(acades which are ignored or circumvented by the technical ministries, departments and agencics
charged with implementing the plans. In practice, these organizations generally pursue a “project-

oject” approach, with many projects related neither to national development plans nor 19
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cach other, Technical ministries, departments and agencies in most countrics do not have staffs
qualificd to (a) tdentify, evaluate and prepare good projects, (b) fix project priorities in accordance
with general economic criteria, (¢) execute the projects in accordance with well-devised timetables,
and {d) operate completed projects efficiently. There is generally a scarcity of well-prepared
projects ready to go and it is hard to find ¢coherent programs for basic econontic or social sectors.
The lack of projects reduces the number of productive investment opportunities. Projects which
are likely to yield low rcturns in relation to costs are often approved and started because they are
the only ones available. The lack of investment alternatives mocks economic investment crileria,
shadow pricing techniques and estimations ol the rate of return, since there is sometimes little
point in applying these to the only project in & sector which is ready to go. The shortage of invest-
meni alternatives plays into the hands of those who prefer to choose projects of dubious worlh.

They can contend that if a project they sponsor is nol accepted, there is no adequate substitute for
it,

2. The Real Plun

In maost low-income countries, the ultimate arbiter of the projects accepted by govern-
ment is the budgetary authority, which frequently ignores the recommendations of the ceniral
planning agency or the national development plan. Because of this, Lhe government budget in
many countries comes closer in reality to being the public investment plan than does the national
development plan, But since the budgets in most }ow-income countries are incomplete statements
of public investment, and are besides poorly organized and administered, with systems and pro-
cedures designed to serve limited goals in a bygone and largely static era, budgets urc often
unsuited to the more dynamic needs of planned development under present conditions.

Because technical ministrics and departments often cannot furnish rcliable estimates of
project costs and benefits, as well as de pendable estimates of time of construction, budget authori-
ties frequently make ‘““across-the-board’” reductions in requests Tor allocations, regardless of the
merits of the projects. Use of so-called “miscellanecus” or “suspension’ accounts, in which
expenditures for different projects and programs are lumped indiscriminately, and delaysin closing
out these and other accounts, lead to poor reporting of past expenditures for projects and

programs. This leads, in turn, to budgetary allocations for projects and programs without benefit
of past experience,

There is considerable slippage in the mobilization and allocation of public resources,
control of expenditures, and estimation of the impact of public investmenl on recurrent
expenditures. Archaic budgetary classification systems make it difficult or impossible to relate
capital budgets to recurrent budgets, or budgets to development plans, and 1o cstimate the budget-
ary impact on development, Qverspending by some ministries and underspending by others are
common and it frequently happens that no one in authority knows how much is being invested in
the public sector, or whether the sum is more than total expected financial resourges,
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Almost without exception, medium-term plans are not supplemented with the annual
plans which are essential for making medinm-term plans operational. Instead, the central plan-
ning agency usually prepares a partial public “development budget,” which often includes non-
developmsnt items like the construction of insane asylums or embassy buildings abroad, and
excludes developmentitems like agricultural rescarch and Lraining of personnel to operate develop-
ment projects. In contrast, rescarch and training expenditures, although often related to projects
in the “development budget™” and frequently as important as capital investments for development,
are usually included in the recurrent budget, which is generally prepared by the budgetary
authority. And since communications between the central planning agency and the budgetary
authority in most low-income countries are inadequate, it frequently happens that provision is
not made for maintenance and oparating expenses tor completed projects. This helps explain the
schools without teachers; the hospitals without equipment, doctors and nurses, and the new roads
which deteriorate quickly, sometimes before they have been completed.

3. Planning Technical Assistance

[n providing technical assistance for low-income countrics, donor countries and inter-
national agencies generally use national development plans as benchmarks. Since the plans
are frequently ignored in practice, technical assistance programs which provide help for prepar-
ing plans may have little to do with on-going public investment activities.  Technical assistance
provided by foreign and international entities for projects in which they areinterested arenotin
this category. But these projects average only a small precentage of total public investment in
developing countries. In contrast, despite the great lack of project expertise in low-income coun-
tries, most projects in low-income countries financed from domestic resources go begging for
technical assistance. This is also true for budgetary improvement. - Since a government’s ability
to identify, prepare and carry out productive projects, and to exercise appropiiate budgetary con-
trols over expenditures, are crucial determinants of public investment yiclds, 1t 15 understandable
why shortfalls often oceurin public investment targets.

1I. Planning from Another Point of View

A. Improving Macroeconomic Models

What has been said makes it clear that the accepted system of planning has defects as
well as virtues. The task is to eliminate the defects while retaining the virtues. Partly, this can
be done by improving plan formulation. For example, macroeconomic planning models can be
made more realistic by changing parameters into variables, that is, by including in planning models
important factors which are gencrally treated as outside the scope of the models. Consider the
administrative and political factors usually assumed away in most models. It has been suggested

elsewhere,15 and on the basis of research being done in The World Bank on completed projects
which the Bank has helped finance it is suggested here, that it is feasible to calculate for each func-
tional sector of a country, historical ‘‘coefficients of administrative friction” bascd on average
disctepancies on completed projects between original costs, benefits and time of construction
estimates, on the one hand, and actual costs, benefits and time of construction, on the other.
These coefficients can then be used to correct cost and time of construction estimates for future

15 wWaterston, Albert, op. cit., . 287-288,
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projects. On the basis of these corrected estimates, capilal-oulput ratio usually concocted from
unreliable data may be corrected; or aggregated project capital-output ratios may be calculated
lor the public sector or for the cconomy as a whole. These as likely to be much more relinble than
the capital-output ratios frequently included in planning models.

Experience suggests that it is also possible to measure and quantify the extent of the polit-
1cal will to develop.  This could be done by (1) listing all feasible investment and policy choices
available to political leaders. (2) For each choice, an estimate could be made of the increase in
income or output to be expected il it were adopted. (3) The sum of the estimated increascs in
income or cutput obtainable from choices madc by political decision-makers would constitute u
reasonably accurate quantification of the government’s “political will to develop.”

B. Improving the Planning Process

If admuinistrative and pelitical variabies were in corporated ifplanning models, plan tar-
gets would be more realistic than they often are.

But the problem of bettering results obtained from development plannin o goes beyond
improvement of models or other aspects of plan formulations on the macroeconomic level, There
is no way of improvimg medium-term, macrocconomic planning results with improved models
within the context of the conventional planning approach, when a government is not prepared or
able to do what is required to carry out a medium-term plan. The gucstion then is how planners
can make the best out of a given situation. Where there is a reasonable presumption, therefore,

that a country 1s in this position, there is much to be said for another approach to planning which
takesthis into account,

[ a period of about three and one-half years when, under World Bank auspices, I ad-
vised sixteen countries on their planning procedures, I was able to evolve and tesL an annual-plan-
ning-cum-sectoral-programming approach to planning which gives promise of increasin g returns
from planning cflorts in low-income countries. Proceeding on the assumption that it would be
desirable to redress the imbalance which has thus far greatly favored medium-term over annual
planning, improved budgeting, sector programming and project preparation and execution, I pro-
posed that greater atiention be given to the following three elements in the planning process:

1. The preparation of annual plans in which the iwo bhasic items were: (a) an inventory of cur-
rent public investment, rationalized by the application of general economic and other

criteria and made consistant with available financial resources, and (b) policies for stimulating
private investment along appropriate lines.

2. The improvement of budgetary organization, administration and procedures for (a ) linking

annual plans with budgets, (b) relating investment and recurrent budgets, (¢) controlling
expenditures and (d) reporting on the progress of projects and programs,

3. The preparation of multi-annual scctor programs which r;ﬂncentrate on the identification of
A shelf of potentially viable projects in each sector, -
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In gssenee, this represents an attempt to give greater emphasis to “planning-from-below,”
without which the practice prevailin g 1n most low-income countries of “planmng-fmm-abnvu
with medium-term plans alone has yielded little, The proposed approach is primarily directed
toward improving the management of on-going investment and other development decisions.
At the same time, by setting up for each sector a multi-annual perspective with a “shelf®’ of proj-
ects from which selections may be made to be used as required, each sector program provides a
bridge, now often lacking, between the medium-term plan and the projects prepared by technical
niinisiries, departments and agencies. This tends to increase the probability that medium-term
plans will be carried out. In countries without medium-term plans, the proposed approach lays
a firm basis for their effective employment.

The record of some developed and developing countries with long planning experience
supports this approach. When several of these countries have found themselves confronted with
especialiy difficult problems, or have faced the prospect of unpredictable change or unusual uncer-
tainty, they have resorted to annual planning with good results, As already indicated, the II.S.S.R.,
Yugoslavia and India have planned or now are planning with annual plans because their govern-
ments decided that for a time, conditions did not permit them to plan (or more than a year ahead.
France is in the same position, but is planning through its annual budget. Mexico, whose first
plan (one of six years) was issued in 1934, has also planned for many years through its annual bud-
get, notwithstanding the occasional preparation of medium-term plans by the Govermment.
Yugosiavia and Mexico both have supplemented annual planning with multi-annualsector pro-
gramming.

C. An Annual Plan of Action

In theory, every medium-term plan must be followed by annual plans which make them
operational. Much more than medium-term plans, annual plans concentrate on specific projects
and instruments of economic, fiscal, monetary and other policies and mcasures which a govern-
ment must adopt immediately if a medium-term plan is to be implemented.

Annual plans are also needed to correct outdated estimates in medium-term plans. By
allocating resources to specific projects in the public sector and programs, annual plans become the
basis for government budgets; and by spelling out in detail the measures and instruments of policy
required to stimulate private investment to conform with national developmenl objectives, they
transform the general development strategies and policies usually found in medium-term plans
into a program of action for a year at a time.

The components of an annual plan when it is prepared within afunctioning system of

planning based on perspective and medium-term plans, have been described elsewhere.16  But
as already indicated, (ew low-income countries prepare annual plans worthy of the name. The
lack of annual plans makes it difficulf to refate a medium-term plan to annual government budgets.
This can be a fatal flaw, since budgets must reflect the medium-term planif the planisto be imple-
mented. The lack of anaual plans also makes it difficult Lo converl the general development stral-
egies and policies in a medium-term plan into specific instruments of pelicy for the private sector.
Where 2 medivm-term plan exists, it is frequently out-of-date or does not provide a usable frame-
work for public investment or economic pnhcy and, hence, for annual operational plans,

—— =

16 Wuterston, Albert. ep.cit., 1. 141-4.
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 TIn these circumstances, it has proven useful to prepare a comprehensive annual pian for
the ficst possiblé fiscal year as an “Annual Plan of Action™ to coordinate on-going development
activities in the public and private sectors. An Annual Plan of Action can do much Lo reduce waste
in the current allocations of scarce resources and help produce quick returnsthroughthe concen-
tration of available resources on the most urgent public investment projects.  This is attractive
politically as well as economically.

Because the annual budget is the real determinant of public investment in many low-
income countries, it often happens that imbalances are introduced in the pattern of public invest-
ment. The budegetary authority often makes zunual allocations for projects without knowing bow
much has already been spent on each or how much will be required to complete it.  The govern-
ment is Iikely to know even less about the investment activities of public enterpriscs which use
government funds to curry oul projeets outside the government budget.

Often, therefore, it is desirable as a first step in preparing an Annual Plan of Action, that
an inventory be taken of ajl investment projects and programs sponsored by public bodies, includ-

ing those sponsored by public enterprises.l7  While the inventory is proceeding, estimates arc
made for at least two or three years ahead (as a second element of the Plan of Actlion), of the
amounts expecled to be available for public invesiment, i.e., the sum of budgetary surpluses on
current account, the expected net inflow of foreign public investment loans and aid, and net in-
ternal borrowing by the public sector. it is useful to have these estimates when the Annual Plan
of Action is prepared because commitments made in the Plan to start or continue projects, if they
are not completed within the vear, imply that funds will be available to conlinue or complcte
them in later vears.

If the inventory of public investment projects and programs reveals, as it often does,
that more investment is being attempted that can be supported by resources likely to be available,
some projects and programs have to be postponed or eliminated in accordance with priotities sct
after applying to them general economie, financial, technical and administrative criteria. 18
The Plan of Action should go beyond financial allocations for cach project and program and in-
include estimates of the physical progress which each project and program is cxpected to make
during the vear. |

Since foreign exchange is usually a major constraint on investment in less developed
countries, public investment projects and programs to beincluded in the Plan should also be exam-
ined to determine their foreign exchange requirements and to ascertain whether these require-
ments can be met. To this end, as a third item in the Plan of Action, a dstailed foreign exchange
budget, for two or preferably Lhree years should be prepared; it should include exchange allocat-
ions for euch project and program included ia the Plan of Action. ‘The foreign exchange budget

should also make appropriate aliowances for the foreign exchange requirements of the private
sector,

17

struction.

The inventory should include projects not yet under coustruction as well as those in process of con-

i8 The criteria and procedures tor be fallowed in applying them are described in Waterston, Albertl,
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Fourthly, the Annual-Plan of Action should include a program of organizational bet-
terment. speifically devised to implement the Plan. Since the time available to institute and carry
out administrative and procedural reforms for this purpose will be short, only minimal changes
required to achieve the Plan’s implementation should be attempted. For this reason, major over-
haul or basic reforms of the government’s structure, the public service or administrative procedures
-- all of which it is safe 10 assume will be needed -- should be postponed for a later time,

A fifth component of the Annual Plan of Action is a technical assistance program devised
specifically to aid the implementation of the Plan. The technical assistance program should
provide for consultants or other technicians required to expedite execution of public sector
projects in the process of being carried out; the preparation of feasibility and other pre-investment
studies for potentially viable projects or for investment studies of projects already identified as
viable but not yet in process of exccution; and the establishment and improvement of the organiz-
ational arrangements required to implement the Plan of Action.

As 2 sixth and final element, the Annual Plan of Action should contain a set of specific
measures and instruments of econontic, financial, fiscal and monetary policies through which the
government will seek to implement the Plan and, especially, to stimulate private investment along
socially desirable lines. Most annual plans are virtually limited to the public sector . Even Pakis-
tau, with its unusually good planning procedures, largely confinedits annual planning to the public
sector before 1968--69.

Because appropriate preparation of the six components, particularly the rationalized
public investment inventory, is likely to take all the time which planners have for preparing the
Annual Plan of Action, it is best that material of lesser importance be cxcluded. Thus, the Plan
need not be based on a quantitative model; nor is there need even for overall or per capita income
or output targets in the Plan, or for an evaluation of the economy's performance in the previous
VEar.

There is no disputing the desirability of including thesc things, and perhaps others. But
the question of what is or is not to be included in the Plan of Action should be resolved on the basis
of the opportunity costs of scarce pianning resources. Aggregative income and output targets
far the Plan of Action can be dispensed with because the inclusion of targetsis unlikely to improve
substantially the results obtained. In clfect, income and output become known at the end of the
year as achievements instead of at the start of the ycar as targets. Targeis and otheritems omitted
from the Plan of Action can be included in the annual plans which should follow the Plan of Action
in subsequent years, when it should be unnecessary to spend time to rationalize a public invest-
ment inventory. For the first attempt at comprehensive annual planning, it is better to have an
incomplete annual plan in time to influence basic development decisions, especially those made in
government budgets, than to have a detailed plan which comes too late.

D). The Relation Between Plans and Budgets

The close relationship between plan and budget which s essential far_effe:ctive plan 1m-
plementation, requires a budpct classification system and budgetary procedures for translat}ng
itemss in the plan into budgetary terms, as well as budgetary expenditure controls and information
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lo allow timely and accurate preparation of quarterly, semi-annual and ‘annual reports of plan
progress. Because of the short time available for preparation of an anonuxl plan, prompt and ac-
curate progress reporting ol projects under way is even more pressing for annual plans than for
medium-term plans.  But in many less developed countries, budgetary classification systems make
it difficutt to relate projects and programs in plans to budgetary allocations.

(zood planning also requires that current expenditures {e.g., for training personnel to
be used on a project under construction after its completion), be related to, and phased with, capital
outlays for the construction of the project so that ali parts of the project move forward as required
to insure the timely completion of each phase,  In addition, it is useful in planning to be able to
extract from the recurrent budgel, developmentitems which, when added to capitalitems for devel-
opment, constitute a comprehensive statement of budgetary outlays for development, But in
many countrics it is impossible to do these things.

As previously indicated, another impediment to effective planning relates to the fact that
development ¢stimates are generally prepared in the central planning agency while recurrent esti-
mates are prepared in the budget office, usually in the ministry of finance. Neither body may be
aware of the estimates which the other is preparing until after they have been completed. Lack of
commuantcation between the planning agency and the budget office not only prevents proper
phasing of capital estimates and recurrent estimates for development; it makes it difficult to
mzasure the impact of current investment outlays on future recurrent expenditures, This is serious
shortcoming, since capital expenditures almost always require increased recurrent expenditures,
Failure to take account of this gives rise to unexpected increases in recurrent expenditures which
reduces the surplus on current account available for development investment. Another short-
coming of budgetary procedure in many countries is the need for technical ministries to make Lwo

budgetary presentations, one for cupital estimates to the central planning agency, another for
recurrent estimates to the budget office.

Although serious, Lthe problems outlines can be resolved without undue difficulty, The
The object classification system usually found in recurrent budgets must be replaced by a functional
classification sysicm, It then becomes possible to designate the recurrent or capital account ifems
which fall in the development category. With a classification technician available to help, the
necessary changes usually can be completed in a year or so.

1deally, the unity of the budget should not be endangercd, as it is in practice in many
countries, with one agency preparing capital and another preparing recurrent estimates. But 4
delicate problem confronts anyone who advises that the two parts of the budgel be prepared by
oneagency when two are engaged in the task, The adviser who recommends this may have
principle on his side, but he is unlikely to convince one agency to relinquish its pre-rogatives Lo
the other. Given the political and administrative realities in many countries, another course gen-
erally hasto be foundinthe short run for accomplishing the same result.

1L has been found possible to deal effectively with the problems raised by dual budgets by
establishing a Budgetary Coordinating Commitiec. Top officials representing the budget otlice
and the central planning agency act as permaneant members of the Commiitee, and a high official
of cach technical ministry, departiment or agency presenting hudgetary proposals, acts as 4 tems-

L)



788
porary member when his organization presents proposals for inclusion in the budgets, Each tech-
nical organization presents its capitul and recurrent estimates simultaneously, The estimates are
considered and discussed by the Committee, which reconciles capital and recurrent estimates and
brings total budget estimates into line with available financial resources. Experience in Nigeria,
the Sudan and other countries has shown that the procedure outlined not only permits realistic
cstimates to be made of the impact of capital outlays on recurrent expenditure, but also reduces

from two to one the number of budgetary presentations which technical organizations have to
make. |

E. Sector Programs and Projects

Annual plans and budgets, by themselves, have limited value for influencing basic econom-
1c changes because not much can be done 1in one vear to bring about such changes. Moreover,
most available resources are already committed to existing projects and programs, Annual
plans and budgets also lack the perspective required to gauge the long-term effects of current
investment decisions. . Without perspective, ihvestment decisions that appear to be sensible tn the
short-run may produce serious internal or external battlenecks and imbalances over longer periods.

But when annual plans and budgets are used in combination with multi-annual sector
programs, maneuverability and perspective become possibie, Thus , projects mcluded in an An-
nual Plan of Action can be phased into sector programs over the years. The implications of going
ahead with proiects in a basic sector, e.g., 1n agriculture or industry, also can be related to other
sectors, e.£., by the completion of complementary projects in transport and power. 1n this way,
the Annual Plan of Action determines some investments in each sector ““from-the-bottom-up™.
At the same time, by a system of *‘feedback™ projects included in sector programs determine which
projects are Lo be included in the annual plans which (ollow the Annual Plan of Action.

But, as suggested earlier, political instability, economic uncertainty, fﬂrmalilsti; adgoption
of plans and administrative shortcomings, make long-term or even medium-term comprehensive
forecasting difftculi in most low-income countries and impossible in many. If the planners have
not taken account of the likelihood that events will require major recrientation in the direction or
scope of their plan, its life expectancy could be short. But if they have prepared for contingencies
by considering feasible alternative development sirategies, and have studied the projects and pro-
grams required to give effect to them, plan revisions become more manageable.

Sector programs may be especially useful for revising plans if they are preparcd in such
a way as to identify alternative strategies and the projects required to implement them. For
example, in agriculture it would be possible Lo consider alternative strategies for improving and
increasing the output of current export crops, diversification of exports andimport substitution,
or combinations of these. The projects and programs required to implement each strategy might
be identified in the agricultural sector and in related infra-structure sectors, €.g., in the transport,
irrigation and power sectors. Regional factors could be taken into account with projects in dil-
ferent regions of a country. This would also make it possible to disaggregate national sector”
programs into regional programs. Project priorities could be set on the basis of the strategy adopt-
ed. Different ways of implementing development strategies might be incorporated into a sector
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program. Thus, some strategies could be carried out with the execution of one or a few projects;
others with a whole series of projects determined by systems analysis. Development strategies
might range from maximal to minimal, each to be brought into play if rescurces were augmenied
or if they were reduced. In this way execution of projects and programs could be speeded up or
slowed down as resource availabilities dictated.

When sector programming {s based on a series of different assumptions with the speed
of exccution of the variant chosen determined by changes in resource availability, sector investment
and output targeis have little value, ITowever, to facilitate a coordinated approach, a rolling pro-
gram for the first three years could be maintained in each sector. Coordinated programming for
more years would be desirable, but it is unlikely to be of much value in conditions of uncertainty
and mnstability. Projects in the first year of the sector programs would be included in the annual
plan, and provision would be made as required for those that continue beyond the first year in the
three~year rolling sector programs. The three-year rolling programs would be compared with
each other to insure that adequate provision has been made for complementary projects and their
coordination. Only minimal efforts would be made to relate projects among sectors beyond the
three - year period on the assumption that inter-scetoral lforecasting beyond a three- year period
15 likely to be unfrnitful.

Annual plans would be the primary integrating force, with the three-year sector rolling
programs us secondary, and to some extent less detailed, coordinating etements. Where medium-
term or perspective plans were in eflect, these could influence the composition of the annual plans
and sector programs. But where these were unavailable, partial and, if possible, overlapping models
could be prepared as supplements to sector programs, where this did not involve too much
work. For exampile, it might be useful, and it would not be difficult, to project the level of exports

required to support a level of imports implied in a proposed levei of invesiment.

A prime purpose of sector programming should be the identification of various develop-
ment strategies and the different projects required to give effect to them. When feasibility and
other pre-investment studies for these projects hud been carried out, a shelf of projects would
become available Lo be drawn upon as circumstances require without great defay. This implics
that morc projects would have to be studied than are likely to be carried out. While this may
appear wastetul, it 1s in fact likely to be Iess costly ullimately than being caught short of viable
projects, a situation in which low-income countries frequently find themselves. Where a shell of
studred projects exists for a sector, choices among alternatives become possible, Furthermore,
the existence of astock of projects aliows governments to arrange for financing projects long
enough 1n advance to insure their completion in accordance with a predetermined timetable,

F. TYonger-Term Comprehensive Plans

Where multi-annual sector programs exist, il becomes casicr to prepare comprehensive
macroeconomic plans, There is, of course, nothing sacrosanct about a five-year period and since
most of the sector progrums would be for ten years or more, a comprehensive overall plan could
be prepared for Len years instead of five, with the sector programs as a foundation. Since compre-
hensive forecasts for more than three years or so are likely to be uureliable, both technically as

well as otherwise, it would not be desirahle to spend more than a few months on the pmmraunn of
perspective plan.
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The preparations of a ten-year parspective as the last item in the planning sequence may
be technically less desirable than to prepare it first, as is customary in conventional planming. But
this seems to bz.a small price to pay for the benefits which are likely to accrue when planners start
with an annual plan of action and an improved budget. Moreover, by providing a long-term,
comprehensive framework based on well-prepared sector programs, the perspective plan is likely
fo have more substance than mast perspective plans prepared at the beginning of the conventional
plaaning process without benefit of scctor programs.

Ll Technical Assistance Reguirements

Bxparience has showa that technical assistance is the main requirement for making the
annual planning -- improved budgeting -- sector programming approach viable in countries where
the government is prepared to adopt it.  Much has been made of the scarcity of competent tech-
nical assistance for macroeconomie, and microeconomic planning, and for sector programming.
There is no question that good technicians are hard te find, but the scarcity may not be as great
as soma balieve. When an attractive program of action for planned development has been devised,
espacially where an influential agency has indicated its support, and where an aggressive search for
competent technicians has been made to help carry out the program of action, people have usually
haen found to provide the technical assistance. While the supply of good technical assistance is
insufficient to mzet all demands, the record indicates that where 2 countryr eally means to develop,
it can find foreign technical help for this purpose. The problem appears to be greater than it is
because many technicians languish in countries which do not make adequate use of their services.
If these technicians were reassigned to countries which need them more, some of the shortages
would be alleviated.

1V, Conclusions

From day to day, governments in the less developed countrics make investment and other
development decisions. The way they are made and carried out reflects the state of the pelitical,
economic, social and administrative realitics. And given the characteristics of underdevelopment,
these decisions are often made without proper account being taken of development potentialities.

In contrast with the faulty decision-making usually & ound in low-income countries, high
quality dicision-making is required to achieve goals frequently found in medium-term plans. The
The planners know this, of course, and hope that the necessary improvements will be made in the

scision-making process. But the gap between the way things are done and the way they would
have to be doae to achieve the plan’s objsctives ofteri proves to be too great to bridge in a
medinm-term plan period. Planners are usually better informed about the macroeconomic than
the microsconomic aspects of planning. They therefore tend to have a mach clearer notion about
where 4 country must go to arrive at macroeconomic fargets than they have about precisely how
to bring about the political, managerial and other changes which are usually pre-requisites for
starting up and maintaining momentum for the journey. Planners sometimes view their plan as
though it were a beacon in the durk, without the need for marking out the way {o it, Consequen tly,
they rarely chart the reefs to look out for en routc. Many who start the voyage do so with the
optimism of the inexperienced who, finding the passage more difficult then they had expected,
predictably give up before the journey’s end. |
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Planners cannot limit themselves to saying what is to be achieved without showing how,
by whom and when it is to be done. Unless they give attention to the means for reaching macro-
economic goals, there is little reason to expect that planned development will be more successfil
in the Meture than it has been in the pust. The operational approuch to planning proposed in
this paper is not especially original or new. Although the planning sequence and trcatment
proposed differs in some respects from the “planning-from - below" phase of conventional
planning, the components in the proposcd approach are ail recognizable parts of the planning
malrix,

The proposed approach is not a negation of comprehensive planning since it employs
comprehensive planning in the formulation of annual plans, What is different is the order in which
comprehensive planaing introduced; and this change seems desirable because it is better Lo jm-
prove current development decision-making with annual planning rather than to postpone dealing
with carrent decision-making (as is done in many countries) by starting the planning process with
longer-term plans, 1n this sense, the proposed approach is a form of “instant’ planning in con-
trast with the “‘delayed” planning in the conventional approach. There is ., of course, some risk
in this approach that the need for the long view will be lost, but this risk is greatly reduced by
the multi-annual sector programs. By emphasizing annual plans, the proposed approach incorp-
orates provision for plan implementation as an integral part of plan formulation. For whereas
potitical authoritics may make a plausible case for postponing firm decistons to implement a
medinm-term plan without immediately exposing themselves to the critcism that they do not really
mean to carry out the plan (as happened in Nigeria in the casc of the National Development Plan
tor 1962--1968), this is not easy to accomplish for an annual plan because of the shorl time available
for implementing a one-year plan. This is one reason why the proposed approach is properly
referred to as “An Operational Approach to Development Planning.”

The proposed. approach can be used in whole or in parl wilh conventional planning, but
it can be used alone if'a country is not ready for conventional plannin g. While the two approuaches
are compatible they are not the same. Conventional planning seeks the optimal solution to the
problems ol development; the proposed approach seeks the optimal exploitation of development
passibilities to obtain sufficiently good solutions, given the political, administrative and social
realities in a country. Unlike conveniionul planning, which to be effective usually requires sub-
stantial improvements in the political-administrative-social miliex in the med; um-term, the proposed
approach accepts that milien as given in the short-run.

-Ltke conventional planning, the proposed approach seeks to improve development de-
cision-making; but whereas the first approach does this by reference to goals which promise the

greatest returns in the long-run, the second does it by reference to shorter-run which promise the
fastest returns.

The sccond approach is sccond-best, but only if the first works. If it does not, and in
muny countries it clearly does not, the second approach may be the best one qvailable, at least
untilinstitutional arrangements for decision-making are improved.

-

The proposed approach has certain advantages over the conventional approach. Tis
prime virtue is that it starts with the situution as it is in each country and applics those planning

b3
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techniques which give the greatest promise of ameliorating the situation, instead of attempling

to force every country into the same mold, somewhat modified perhaps to take account of
individual differences. |

A second virtuc s that it suggests a way (there are undoubtedly others) for providing,
“from-the-bottom-up,” a solid foundation for planning “from-the-top-down,” After all, it is the
microeconomic {actor which largely determiine a country’s macroeconomic performance. Since
plan implementation frequently starts before plan formulation (in'the sense that it often takes

longer to prepare projects than macroeconomic plans), the preparation of a shelf of projects [or
each sector provides a solution for *'the project gap,”

While a stable development strategy is obviously desiruble and in lact essential [or con-
yentional planning, the proposed approach does not by riself depend on year-to-year continuance
of the same development strategy. A third advantage of the proposed approach, therefore, is
the (lexibility provided by sector programming with alternative development strategies. This
makes the proposed approach well suited to the politically unstable and economically uncertain
circumstances in which most low-income countries plan today.

A fourth advantage is that the elements in the approach are separable, thereby making
cach part useable without the others. This adds to the flexibility of the proposed method.

A fifth advantage is that since it introduces few planning concepts which are new, 1t re-
quires few administrative or structural changesin government organization.

A sixth advantage is that it widens the planning (uaction by making planners of those in
the technical ministries, departments and agencies who preparc sector programsand projects, as
as well as those who work on government budgeis. Virtually everyone concerned with projects
and sector programs must see himself as a planner, and be recognized as such by central planners,
if development plansarc to be carried out successfully.

It would be premature to make claims for the success of the proposal outlined here.
Howcver, where it has been tried, the results have been encouraging. In several of the sixteen coun-
tries visited, application of part or all of the proposal outlined herein has produced improvements
in planning procedures and organizations. Although modest, the improvements have been wel-

come especially because, for the most part, they represented a reversal of downward trends in
planning performance,




