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THE POLICY VALUE OF MANPOWER PLANNING
IN THE UNITED STATES*

S.C. Kelley and T.N. Chirikos
The Ohio State University

I. Introduction

The Conference discussion thus far has been focused or the first
term of the Conference titl~: the modeling of specific or generalized
aspects of labor markets. This paper is concerned with the second
term: the use of these component models in simulating .hange and their
value or utility as policy instruments in the economic and political
context of the United States. Our objective is to discuss the limi-
tations of manpower planning activity as a source of policy criteria
and to suggest some directions for improving the state of the art.

This discussion draws on our recent analysis of the practice of
manpower forecasting in the United States.1 and on a long experience
in manpower planning in developiang countries. The American study
involved an assessment of the policy relevance of nearly 400 manpower
plans or forecasts made between 1965 and 1973, and an evaluation of
the thecretical and empirical base for planning. We found that the
current practice has only limited policy value, and that the knowledge

base is not a primary constraint on the state of the art. Further,

*This paper is based in part on research supported by an award
from th~ National Science Foundation. The views expressed are thorse
' the authors, and should not be attributed to the NSF.
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the study revealed a large gap between the current state of the
planning art in the United States and its practice in the developing
countries.

That research and experience leads us to the conclusion that the
primary factors which limit the usefulness of manpower planning to the
policy process are conceptual and institutional in uatuve. In par-
ticular, manpower planning in the United States is limited by the
concept of planning as a decision instrument, and by institutional
gaps in the policy and operating systels that planning intends tc
serve. One consequence is that the range of policy concerns chat caa
be served by common types of planning models---some of which were
described earlier in this Conference——is extremely limited. Another
{s that investments in model building or in the knowledge base egsential
to model specification will produce only marginal returns to the
policy process. Indeed, the more important limitations of the
existing knowledge base are also functions of the conceptual and
{nstitutional factors that limit the practice of planning.

In view of that conciusion, it is essential that we move the
discussion beyond the consideration of forecasts and mod2ls to a
wroader consideration of the foundations of manpower plans. Accordingly,
this paper begins with a general discussion of the conceptual and
institutional requisites of manpower planning in policy analysis
and formulation. Section TI1 extends the discussion by examining the
current state of the art in estimating future manpower requirements

and the effects of conceptual and institutional factors on knowledpe



generation and policy analysis. It also examines the effects of these
constraints on estimationsof future manpower supplies and the inter-
action of supply and requirements. Section IV suggests some possible

means for enhancing the policy value of manpower planring.

11. Some GCeneral Observations

In the context of policy formation, manpower projec’ions are con-
sidered as analytic criteria whick serve the development of specific
manpower policies or strategies. These stratcgies will differ with
respect te policy issues and their corrollary effects on the scope of
inquiry., For the immediate purpose, we may suppose that strategles
aim at minimizing uncertainty and hence the cost of labo- morket adiust-
ment, sustaining progress toward system goals, and inducing greater
rationality in public and private decision making. Likewise, we mav
distinguish global strategies relating toc the development and utili-
zation of the entire human vesource stock, and sectoral strategies
delineated in terms of industrtal and/or occupational coverage. In
all cases, strategies are designed to supgest necessary and sufficient
policy actions (interventions) to achieve balance between desirable
and actual patterns of wmanpnwer use over time. This task requires a
conceptual and analytic framework which treats policy formation as a
holistic process and provides operational criteria for rationalizing
the complex set of institutions that implement policy. The preparation
of manpower strategies, in other words, encompasses both a set of

technical (analytic) activities and a set of institutional relationships
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among relevant policy mzkers. As will be seen, the dual nature of
these requirements is critical to efforts to improve the state of the
art.

In this context, we believe that manpower planning is necessarily
an integral component of general economic and social planning. As
such, manpower planners help specify the set of social goals and
priorities to which policy variables (means) must respond, the technical
and social constraints on the choice of means, the human performance
roles implicit in the means, the human attributes associated with those
roles, and the optimal means for attribute development. Social policy
may act to rationalize these process elements in various ways. For
instance, it may act to change social preference functions, influence
time paths, constrain or expand the choice of means, modify qualifi-
cation standards, or adjust resource endowments. The choice of inter-
vention possibilities as well as their relative weights and timing
constitute a decision strategy. This strategic role is the primary
function of planning.

In order to perform this strategic/analytic function, the planning
process should encompass the set of insti:utions that elaborate micro-
policy and implement macro-policy. This requirement is not simply to
assure the implementation of planning decisions. In our view, the
conventional distinction between plan preparation and implementation
s not very useful and its organizational implications are injurious to
t . policy process. In a highly complex socio-economic system, acts of

planning and implementation are not independent or sequential events.
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Put differently, a policy proposal must be both tecunically and
institutionally feasible. Operating institutions are the best
source of the technical information basic to analysis, and they are
the primary source of institutional or organization feasibility
criterfa. In a pluralistic and highly decentralized decision
structure, policy criteria must include or be accompanied by a set
of incentives, i.e., penalties and rewards, to assure that the
criteria are utilized in some appropriate fasnion. As shall be
seen, we are particularly concerned in this regard with the use of
manpower projections to rationalize decisions arrived at on other
grounds.,

From the perspective of this framework, the current practice of
manpower planning in the United States appears to have a very limited
policy value. For example, the BLS Industry/Occupation Matrix is
the dominant and technically most sophisticated planning mcdel in
use.2 This approach links an aggregate economctric forecasting model
to an input-output model to estimate sectoral output and eomployment,
and links the employment estimates to an industry-occupat:on matrix
to estimate the occupational structure of empicyment. These are
interpreted as the manpower requirements of a full-capacity growth
rate in output, given tte assumptions of final demand, the distri-
bution of public sector expenditures, the savings and investment
parameters of the macro-model, and the technical coefficivnts ot

the loput-output model.
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The major limitation of the BLS Matrix does not stem from problems
of estimation, but from the fact that it is not linked to supply systems
in any direct way. One consequence is that the estimates of manjower
requirements are independent of potential supply conditions and do not
reflect the malleability of rupnly, i.e., substitution possibilities.
A more important concequence is that the model cannot evaluate, on
feasibility grounds, the strucrural assumptions of the projection or
provide unambiguous output criterfa for human resource development
systems. These limitatiors are compounded when the National Matrix is
applied to local or regional labor markets, where supply estimates
require h-roic assumptions concerning labor mobility.

The pulicy utility of this model 18 also limited by the static
and somewhat mechanical form of the techniques employed in estimating
sector output and euwployment. Although conceptually the model can be
used to simulate alternative patterns of growth, it has not been used
in this way. The structure of private cector final demand is extrap-
clated from histurical data, and public sector output is estimated by
trend aralysis of employment. Similarly, the effects of technical
change on the occupational structure of employment is estimated by
inter-censal trends and is not specified in any discrete form. Conse-
quen-ly, neither the structure of activity nor technology can be treated
as policy variables. With the exception of macro-economic variables,
the single human resource policy variable in the model is the manpower
supply. That variable is specified only in the form of relative
growth rates for specific occupavions. Their relation to supply flows

or the capacity of supply systems must be interpreted by the user.
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This examzic .llustrates our contention that the limited policy
value of manpower planning in the United States is not primarily a
function of limirations of the technical knowledge base essential to
est imation procedures--limitations which may be overcome by additicnal
research. Rathe,, it reflects a fundamental ifsjuncture between the
concept or perception of planning as a decision instrumenc and the
{nstitut‘~nal environmerit for policy formation. It is our hypothesis,
moreover, that this ¢isjuncture is a function of the strength of the
market paradigm on the genevation of policy-relevant knowledge and the
decision process in the public sector. By this we mean generally the
impact that economt< theory has had on the way in which we perceive
social problems and devise solutfons for them.

At root, the problem stems from the preoccupation of economics
with static allocation questions and its failure to develop a unified,
consistent theory of social process. In particular, the failure of
economics to integrste macro and micro analysis and consequently to
move toward a dynamic process thtecry has separated policy into an
aggregate employment policy and a disaggregate manpower policy. It is
impossible to conceive of a pattern of economic growth that does rot
fnvolve structural change, or a significant change in the structure of
activity that does not affect the total, Yet these changes are treated
indenendently in conventional economic constructs and, as a result, in
policy formation., The state of economic theory has also constrained
the integration of economics and other social scieaces, and public

policy based in economic constructs reflects their simplistic



psychological, sociological and cultural assumptions. For instance,
human resources are defined in terms of functional skills in a narrow
job context. Change fs a simple function of profit maximf{zing behavior
and the institutisnal and cuitural context is stat.c. Since the inter-
dependence of human resource institutions is not specified in cheory,

it is not reflected in practice. Policy responses tc problems of
unemployment or growth reflect little sensitivity to the interdependence
between educational, training, health, community, and labor market
institutions.

As a consequence of the ztrength of the market paradigr, we have
no institutional rcapacity for estimating a long-term social welfare
function, for specifying social goals and priorities or for examining
and evaluating the social i{mplications of alternative patterns of
technical change. Even if such institutions did exist, there would
remain an institutional gap between policy making and implementing
institutions. Those institutions that deveclop policy affecting manpower
requirements are largely independent of and isolated from those that
generate supply decisions. There is no current means by which these
decisions can interact to produce an optimal long-terr condition or
evaluate alternative strategies and means. Furthermore, the supply
system is so highly decentralized that it 4s incapable of respondiny
in rational ways to external policy criterta. The use of the svstem

term is i semantic conveaierce rather than a desceriptor,
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111. Some Specific Problems

The extent to which both conceptual and institutional factors
1i{mit the state of the planning art {s manifest in each of the major
components or elements of planning activity: the specification of
manpower goal functions and potential supplies. This section congiders
in more specific fashion several of the important problems on each side
of the planning equation. Let us note that space limitations require
us to omit sume topics and preclude more than a cursory glance at
others. We have concentrated, as a result, on those facets which are
fundamental to the notion of planning and points where conceptual
and institutional changes might lead to substantial improvements in
the state of the art.

The Goals Function

Clearly, the specification of an objective or goals function is
central to develrpment of manpower strategies. Such functions specify
in explicit form a set of desired outcomes and their manpower impli-
-ations, i.e., they contain both a set of estimates of the ievel and
structurc of output and a transformat ion algorithm which estimates
the alternative manpower configurations implied in the output
ctatements. As we envisage the process, these are not simply forecasts;
rather, they represent an {ntensive search in time for a) potential ur
desirable changes in private and public preferences, and b) the
technical alternatives for delivering a prescribted set of outputs. In
the absence of such a search, the policy value of the manpower plan is

reduced exclusively to recommended action on supply side variables.
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Furthermore, those recommendations may not be persuasive, since they
can be justified only in reference to achieving specific output targets,
cereris paribus. Thus, trade-offs on the goals or "requirements" side
must be considered because the rationale of the plan and the policy
ins”ruments included within its purview hinge on it. Two particularly
important voints imbedded in this notion are discerning shifts in
nreference fields and treating technology as a policy variable.
Genera:ly speaking, most cur.e.. planning activities assume, as in
mirke: analysis, that prefercnces and technology are glvens. Headway
in the planning srt requires a change in the way in which we perceive
aud treat thes: variables.

The structure of output.--Consider initially the question of

rreferences and changes in the structure of output. The impact of
changes iu the structure of output on the level and occupational
structure of employment is not inconsequ:ntial: 1t is estimated that
more than half of the histoirical change in the occupational structure
{s a function of change in the product mix.3 Yet, current methods of
projecting structural change or in estimating a future structure of
output belies this fmpact.

The principal difficuliy in this regard is that conventional forus
of analysis rely heavily (if not exclusively) on estimates of market
demand as revealed (individual) preferences for goods and services.
While surely such demands cannot be ignored, they are not
autffeient for the specificatfon of outputs. They are insufficient

methodologtcally because consumption {s treated simply as o tunvtion of
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of sociological, psychological and environmental factors or that they
are constants.k They are insufficient conceptually because of

the growing importance of collective goods and services in the mix of
final outputs.

This conceptual difficulty is exacerbated by the absence, at the
moment, of a relevant theoretrical framework for estimating preferences
for collective goods and services. This is especially critical since
the concent of preferences revealed through prior decisions has little
utility when there is no direct link between consumer choice and
outcomes. Consequently, the need to develop a more meaningful comnstruct
and more effective estimating procedures is a first order requisite.

The use of consumer survey techniques and opinion polling, the develop-
ment of Delphi procedures and goal analysis for evaluating

trade-off choices reflects movement in this direction. Nonetheless,
these techniques are operationally limited at the present time by the
lack of a theory of public choice, particularly one that interprets

the public welfare in ways different than zn aggregative function of
individual utilities.

A related counstraint is the problem of measurement in the treat-
ment of output statements ccatainirg intangible products and services.
0f the latter, two areas of particular importance are education and
health services. Although health services absorb an increasing preportion
of the National Income, we have no precise or even meaningful measure of

its output. Conceptually, health services should produce—in conjunction
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with other services and the environment--states of health. Since such
states cannot be specified empirically, they are usually specified in
simple proxy forms and in terms of physical inputs or expenditures,
neither of which has policy value. Similarly, the outputs

of educational systems are traditionally specified as body counts,
degrees granted, or hours of instruction. In the absence of any
explicit measure of the quality of the product, such measures have
only limited policy value. Even less tangible outputs are illustrated
in the current concern with environment, and reflected in the recent
attempts to specify and measure the quality of life. Such measures are
in effect attempts to incorporate intangibles into a social utility
function. They must include currently non-measurable arguments such
as psychological states. Conditions of this type are not readily
inferred from expenditures or from levels of activity; they can only
be derived indirectly from attitude surveys, opinion polls or
comparable instruments.

All current techniques of valuing output are short-term. They
evaluate both current and future eveants in terms of the existing
value structure. In long-term plamming, values must be treated as
variables, if future structures of output are intended to be optimal
in terms of utility. In other words, playners must bz able to specify
the shift variab}es 2ffecting utility functioas and estimate changes
{n these variables over time. Much of the recent research in futurcs
analysis assumes that values respond to changes in technology. They

-

extrapolate Technological change and impute a "relevant” set of values,
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yet the relationship between value changes and environmental changes
is not well documented.

These brief comments suggest the conceptual and empirical require-
ments for specifying long-term changes in the structure of output are
signiffcantly more complex than an examination of current practice
would suggest. In this light, it is easy to see that improvements in
the current state of the art will require more than methodological
refinement of existing models. Indeed, further refinement of
conventional economic specification of consumer behavior in a market
context should be accorded a very low priority in this regard. More-
over, the state of the art will not be improved in the absence of an
appropriate institutional means for specifying a long-terz social-welfare
function. Since the institutional implications extend bevond the
question of output specification, we delay a discussion of them until
we ,ave examined other elements of the planning process.

Transformation.-—The output vector, however estimated, must be

translated or transformed into input statements, taken here to mean a
vector of associated manpower requirements. Not unlike the earlier
step, this phase of goals specification has been treated in conceptually
limited form and, for lack of an appropriate institutional mechanism,
has rarely entered the domain of policy analysis per se. Unlike the
formulation of goal statements, however, it is an element which might

he refined conceptually by applving eccnomic comstructs—-in particular,
the not ton of the production function.  Tn order to snderstand this

salnt, 1t must be recognized that methodolepically mest manpower plans
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have used the prevailing or trend adjusted ratio of inputs to output
(i.e., the input coefficient or its reciprocal, the productivity rate)
to estimate the sectoral distribution and occupational composition of
employment. This procedure has led to a number of well-known conceptual
arguments relating to the desirability of preparing manpower plans.5
Since the policy value of manpower plans hinges on these arguments,
several observations are warranted here.

To begin with, the tvpical transform procedure has bdbeen criticized
because it implies zero elasticities of substitution and/or zero or near
zero elasticities of labor demand, and thereby over—emphasizes techno-
logical rigidities in determining patterns of manpower utilization. This
criticism does not emerge directly but is inferred from the fact that
prices appear to play no necessary role in manpower projections. That
is, the critics argue that since factor prices are not explicitly
considered, this must imply zero substitution elasticities or a fixed
coefficient production function.

Yet, there is nowhere in the concept of manpower planning the
requirement that fixed input coefficients be assumed. If anvthing, the
opposite is true in the sense that both the structural characteristics
of the economy and the technological conditions of productien are pre-
suped either to change cr be manipulated by policy over time. This
implies that the critic's argument is erroneous in several respects:
First, from a methodelegical viewpoint, the transformation algaritm
should be carried cu: in technical "space”--i.e.. should explore tre

~echnical links and alternazives between ioputs and outputs. The reasons
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are a) that changes in manpowver requirements stem from shifts in the
production function as much as they do from (economically-induced)
movements along the existing technolugical frontier; b) manpower
utilization is determined by interactions of projected supplies and
hence the criteria for evaluating such patterns must be independent
of existing supplv conditions; and c) the policy implications of
technical change will not otherwise be visible. This means .:'.it while
factor prices may be determined by planning action, their magnitudes
in the base yvear of the plan are not considered as primary ex ante
determinants of factor use patterns.6

Second, whether there are "many" cor "few" alternmative technological
patterns of manpower utilization at piven levels of cutput is a questien
to be answered empirically. It shoul!d not be considered a postulate
or assumption upon which the analysis is based without critical exami-
nation. Stated differently, it means that the parameters of the pro-
duction function are unknowns to be determined through plamning analysis,
not givea a priori. We believe that the magnitude of those parameters
are what is at issue, not whether prices play a role in determining
manpower requirements.

In this light, it can be argued that the use of productivity rates
in specifving manpower goals is conceptually appropriate because it may
be viewed as a poorly specified, surrogate measure of the productien
function. 1t is methodologically limited, however, becouse it ix simply

a simmary measute af the ra o0 favtors arfecting marpower utilization
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industries, changes in the amount and quality of other productive
inputs, changes in managerial efficiency, and in certain cases, changes
fn qualitative standards. It also indicates rnanges in the state of
technological knowledge, and shifts in the rate at which such knowledge
i{s incorporated into the productive process. Furthermore, the pro-
ductivity rate reflects changes in factor supply canditiens.

As such, productivity reflects both too much and teco little. On
the one hand, 1% would be Jdesirable to have a procedure that is inde-
pendent of factor supply. O=n the other hand, it would be desirable to
separate the differeatial impacts of the changes stmmarized abeve,
because each i{s likelv to assume greater or lesser importance over the
course of a given planning period, and because each has rather
different policy implications. One way out of this impusse is tc
insist that manpower planning be based explicitly on a preduction
function—i.e., the technical relationship between input sets and
(maximal) output, and not simply on some surrogate form. As before.
this suggestion has izoortaat implications for the manmer In which the
state of the art might te improved. Movewent in this direction will
not be useful, however, unliess there is some agreement on tue conceptual
framework for plamming snd an imstitutional capacity to use such an
analvtic stiategy for planning purposes.

Analvsis of Human Fesource Supply

The ‘ermulation of manpower plans requires the znalyses of both
coal functions and human rescurce supply functions. While these
elements mavy be treated separately Zor analytic coovenlence, they are

13
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of course joined together in order to assess interactions and draw
policy inferences. OCur discussion of the supply side of a manpower
plan, as on the goals side above, is predicated on two general
propositions: first, the nature and scope of supply estimates in
manpower planning practice is limited, or frequently absent, for
reasons relating to both technique and the decision environment.
Second, our capacity to prepare useful supply estimates is limited
by the perception of the supply process and the Televant knowledge
base. Each poimt is discussed in turn.

To begin with, our earlier examination of manpower planning
practice in the United States showed that relatively few plans are
complete.7 In partiz.iar, estimates of real human resource supplies
to given occupational functions, sectors or areas were rarely provided,
(or compared to requirements) either under ceteris paribus conditions
or as a resul: of recommended policy changes. This fact led us to
infer that policy respomses cr outcomes fail to achieve Yalance, and
that manpewer forecasts have a tendency to escalate requirements for
changes in schoolicg capacity. These inferences raise important
questions about the wisdom of policy acts taken in reference to mantower
srojections as well as something about the perception of the role of
such criteria in policy formation.

Tt is possitle, of course, to suppose that the oxissions of supply

analvsis in forecast models reflects little oore than techniczl lacuna

1]
P

i.e., the absence of cata, skilled analvsts, etc. That such factors

conscrain the policy process is unquestionable, but it is 2ot clear that
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they are always the most important constraints.8 indeed, there is
ample reason to suppose that the weakness of manpower plans on the
supply-side relates as much to the policy environment as it does to
technical capacity. In fact, it may be that they are a product of the
environment--characterized as it is by both an increasing number of
cducational institutions and organized occupational groups. Moreover,
the decision environment is not only pluralistic, but it is in most
cases highly decentralized, involving in the tvpical case numercus
different Federal agencies, State, regional, and local jurisdictions,
etc.

in these circumstances, the use of manpower criteria may take two
somewhat different forms. On the one hand, individual producers may
project manpower requirexents irn an effort to rationalize (or justify)
program expansion. Supply estimates here, if they are made at all. are
tvpically limited to the capacity of the individual producer to satlisfy
chargine needs. Oa the other hind, and perhaps more cormon, the

Jecision envircnment creates a need for policy coordination. A comn

th

prezise is that the formation o policy criteria in the form of manpower
forecasts serves =o cocrdinzte the activities of multiple systen
participants. This promise typically assumes that producers ané
individual entrzats te the labor market can and will interpret the

policy criteria, i.e., Tanpower requirements, in terms of individusl

adjustments at the margin. Tor a variety of rsasoms, this appears o
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the supply system to goal structures. Responsiveness, in turn, requires
disaggregate supply information and a sufficient set of incentives
(penalties and rewards) to ensure that the information is both used
and useful. Unfortunately, these conditions are rarely met. Our
experience suggests that they are not met because they require amn
institutional mechanism for achieving agreement or conseénsus, and
that few such mechanisms exist. In the absence of appropriate insti-
tutioral mechanisms, it is likely that detailed, disaggregate supply
estimates enhance the probabilities of conflict among suppliers with
respect to relative allocations, jurisdi.tional boundaries, and *the
like. It appears to us, moreover, tnat this possibility explains why
Jdisaggregate supply data are rarely available for analytic purposes.
The exigencies of the policy environzent, in other words, appear to
pressure manpower plinners to limit projections to the requirements
side and assume that producers will respond in appropriate ways, with-
out necessarily evaluating the form or extent of those responses.

While this argument is surely predicated on a set of broad
generalizations, we are nonetheless persuaded that it has an impeoriant
message. For one thing, it implies that even technically scophisticated
projections of requirements may produce less than optimal policy

responses if there is o iastitutional mechanism for linking the

decision process. Feor another, it implies future research must probe
toth the kinds of imstizcticnal arrangements wvhich =ayv fill this gap

: -

in the planning art aad the nature of the policy respomss mechanism.

This latter point raguires further eiaboration.

o
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It is important to recognize explicitly that even with appropriate
institutional linkages, our capacity to estimate supply conditions is
limited by our perception of the policy response mechanism. As before,
this stems from the fact that the theoretical structure apon which most
vstimating techniques are based is limited. 1In this case, the
difficulties stem from the highly individualistic choice mechanisms
imbedded in the economic theory of the labor market. As is well
known, individual decisions relating to work/leisure and investment
in human capital, adjudicated in the context of the market, lead
theoretically to a set of desired individual and social outcomes. To
be sure, therz are theoretical allowances made for Keynesian impacts
on the labor market stemming froz changes in the aggregate level of
demand. Moreover, the long line of empirical research on labor force
participation, viz., on discouraged workers effects, allows for endog-
ecous or induced labor market responses to changes in the level of
economic activity. But these are generally assumed to be the exceptions
to the rule. The maintained hypothesis is that individual preferences
count, preferences are revealed in market valuatioms, and accordingly,
narket variables can be Lsed to explain response patterms.

But we must recognize that a set of decision processes which
affects human resource supplies differs substaatially from the decision
mechanism upon which neo-ciassical theory is based. It is difficuls
to imagine, for instance, that the characteristics of tne Unmiversity
wvatem In this country reflect policy responses to a el of agpresialad

individual preferences cr, indecd, that decisioa processes and response

22
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patterns behave "as 1f" they were exclusively a function of such
preferences. Racher, they reflect a set of collective decisions,
particularly at the {nstitutional level, which frequently may differ
from individual judgments. More important, these collective decisiouns
may affect individual respons:s through the available choice set, i.e.,
produce endogenous respouses as a function of relative availabilities.
Briefly put, the principal implication is that labor market information,
including manpower projections, may be interpreted differentiy by
individuals and supply institutions, and/or acted upon in differential
fashion. Structural imbalances may occur as a function of these
Jifferences in decision cutcomes. The imbalances are a supply-side
analogue to the Kevpesian theoryv of unemployment stemming from
differential decision outcomes (of savers and investors) on the
(aggregate) demand-side of the market. *

Such imbalances create a set of social costs, the magnitude of
which remain tc be calculated but doubtless are great. The oinimi-
catirz of these costs is a raiscn d'etre of the kind of manpower planning
activity envisaged bere. Iz order to facilitate that planning it is
essential thar we understand how both institutions and individuals
respond to changes in {or projected changes in) demand conditicns.

Unfortunately, theTe is very 1itcrle in the present knowledge hase

Q

which permits inferences in thie regard. This is an area in wrich

2dditional research is reguired.

-

IT. The Institutionzal Requisites for Policy Plaaning

The argumeat that the policy value of manpower pianning cannot te

ephanced in the existing jastitutional framework deserves some positive
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suggestions for institutional alternatives. It is obvious that two
primary requisites of a policy relevant planning process are the means
for linking a diverse set of policy making and operating institutions
in a more direct, systemic relationship than is afforded by a market
mechanism, and the specification of institutional responsibilty for
rationalizing and coordinating the behavior of component institutions.

wWhether these conditions can be met in the pluralistic and decen-

tralized economic and political system of the United States is proble-
matic at this juncture, yet there appears to be no rational basis for
the negative view that prevails. Two recent actions in the Congress
of the United States suggests, on the contrary, a movement toward the
requisite conditions. Ome is the recent establishment of the
Congressional Budget (Office as a lf_lslative counterpart to the Office
of Management and 3Budget in its role in policy analysis. The other is
the proposal sponsored by Senator Humphrev and others f-+ the establisgh-
ment of a national econcmic planning board and a Council on Economic
Planning. These institutions could provide a long-term priority
frazework for the short-term analysis of the CBO, the OMB, the CEA and
similar agencies. As the EBumphrey Bill suggests:10

. . . the United States has no single governmental

body engaged in the systematic and comprehensive

formulation of national economic goals and policies

« « - (The) formlation of long-term mational economic

goals, the identification of available and potential

labor. capital and natural resources, and recommendations

for policies to reconcile goals and rescurces would

enable the Tederal Govermment to rationalize its

own impact on the national cconomy. These activities

would provide sssistance to State and local govermments

and the privane sector by permitting action with greater
knowledge of the nation's economic direction.
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Although the flow of priority criteria and strategic information
from the Federal level should act to rationalize policy analysis at
State and local levels, local governments can be stimulated to repli-
cate the planning structure of the Federal government and to interact
with that system rather than react to {t, If a stimulus is needed to
encourage regional and local planning, it is obviously available 1in
the magnitude of current revenue sharing and other transfer pavments,
and reflected in the conditions we have imposed on economic aid to
developing countries and the Federal stipulation of planning in health

and manpower programs at home.ll

The failure of sectoral planning in
the domestic case does nci reflect a rejection of planning but the only
pcssible outcome of an institutional arrangement with no systomic
characteristics and no source of criteria for specifving deminant,
exogenous variables.,

Initiatives such as the Fuzphrey proposal respond to both planning
requisites——the stimlus to systemize information flows and decision
criteria, and aa iastituticnal responsibility to explore altermative
eads and means in a long-term perspective. It seems evident that the
curTent necessity te respond to the social costs of economic growth,
to the trade-offs between unemplovment and price stabdbility, and to the
long-term implications of eaergy and envirommental policy have raised
the public sensitivity to the limitation of 2d hoce decision muking
and Increased the pudlic awareness of the policv valiuve of long-term

plarming.

o
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ta prchlems appear to stem from the absence of an institutional
base for planaing. Our earlier analysis showed, for instance,
that a large number of marpower plans were formulated on an ad hoc
basis; they were cme-shot affairs carried outr under the auspices
of special task forces, committees, etc., established expressively
for those purposes. Such procedures preclude the development of
technical capability and experience, they exacerbate the probdlem
of data limitations, and they rarely establish a mechanism for
improving data flows over time. TYurthermore, they do little to
create 2 flow of Inman capital to the decision process iteelf.
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Recent research by R.A. Freeman is perhaps an exception to this
point. Freeman's failure to include a broad set of institutional
decision variables, however, makes his work somewhat less relevant
than it might otherwise be. It perhaps also weakens his general
conclusion that there is a high degree of responsiveness to changes
in labor market conditions for high-level manpower, and that this
responsiveness produces a relatively costless adjustment process.
See, for example, his "Supply and Salary Adjustments tc the Changing
Science Manpower Market: Physics, 1948-1973," American Economic
Review Vol LXV, No. 1 (March, 1975), pp. 27-39.

"Senate Bill 94:1795" Congressional Record Vol. 121, No. 82
(May 21, 1975)

It seems paradoxical that no stimulus to private sector planning
appears to be required, as the most extensive, on-going planning
effoert is in that sector--in particular, in the major national and
multi-national corporations that dominate private decision making.
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