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Abstract

Planned and market economies are often treated as mutually exclusive systems, yet this
dichotomy conflates ownership, allocation mechanisms, organizational boundaries, and political
governance. Using comparative historical institutional analysis, this article synthesizes the

socialist calculation debate, the dispersed-knowledge argument, theories of shortage and soft
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budget constraints, market-failure economics, and the developmental-state literature. It argues
that planning is comparatively strong in mobilization, intertemporal investment, public-good
provision, crisis response, and the internalization of externalities, while remaining vulnerable to
information compression, weak incentives, target substitution, soft budget constraints, and
deficient accountability. Markets are comparatively strong in using dispersed knowledge,
generating price signals, enabling experimentation and exit, and promoting product innovation,
yet they are structurally exposed to unemployment, monopoly, information asymmetry,
externalities, under-provision of public goods, and the accumulation of wealth and political
power. Historical evidence from Soviet industrialization, the Great Depression and the New
Deal, postwar Germany, East Asian developmental states, China's reform, and post-socialist
transition shows that outcomes depend less on labels than on state capacity, legal institutions,
competition, budget discipline, social protection, and reform sequencing. The article develops a

task—-mechanism matching framework and concludes with ten testable research agendas.

Keywords: planned economy; market economy; mixed economy; shortage economy; market failure;

developmental state; institutional comparison; economic transition
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