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3. BRenarks on Soclsl Coast

- Karl Folauyi

Qur group zust desl with gueatiecns which eriee net out of our

owr thinkipg, but exist ludepandently of us. The general realm of

thege guestions is the refoerm of industrial socisty, whether capitalist

gr soelaligt.

He sheould sveld getting lost either in th¢ teghnlicalltles on

in the bagie¢ axloms, postulates she.

Beverasl greations might arige; s2pd we have discussed thres:

)

v)

The grgapigetlen of th&_induatriul gconomny from the peiot

of view of eeéting. We den'tg subsériba b9 an overriding
gffigliency, but provide for vulues. noerms sod perspzectives
whieh have & opat. Effieglency and normetivity are therefore

the two poles.

The instltutionalization of the imevitable csonfliets of

irterest irpherert im humar society. This would also
provide an answWey to problems irn the orgemizstion of

indunstzy.

The ipevitsble sthical probiems imvelved in sgcisl
erzanlzation. Prul Medow raised this question and 1t

cones up later on.

We might take up various topical materiel from the Eastern Europe

Gf the laat taﬁ vears e.g., Hungary, Poland, Yupgoalavia. There are mlao

digscusgions im Bussls on prices. There now exists materizl oca the

experience of edministrative methods of regulatlig the problem, but




this materlsl has aeversl shortcomings. Some of It was written by
hostile people and is gravely negative. Also thig is adaministraetion
vig forelzn raule, not ﬁy the people themgelives. Moreover, im the case
2.2, of Eungﬁry,.there arg.apeeifia prﬁbiemm and burdensa characteristic
of the initial stages ur-indnatriﬁlization vhieh zey detract Fro% i

gerarallty of the experience.

There are twe baspie effechs: .the loss of efficlency in seoeclety
es o whole in some gemeral way (e.gx. freudﬁn}, acd the other, Zhe effects
ipgide & partieular enterpyise on specirvic cousuner goods zuad producta.
Qur problew ia, how do the idesnls whieh cost, rélaﬁe o efficiency?
fome humanlstic ideals impaedr efflcleney, oihers shaorbd material goods.
Our peoint 1lg thai ws wan% ﬁm kpnow the c¢osts, and maintain the efficiency

ealenlation in spite of that.

There %s the further juestion of how far we cen carry ot cost
comparisdns which bre adulteratsd all the time. We will have to burno
thae books every 30 years. Bcochumpeter shows thet iz the long-run, the
figures don't mnean anything &f all. BHverything is cheaper and there

is the andded problem of quality.

Thieg is ot utopls enterlug our work. Uihopia is vague and boundleas.
We &egl with mctusl ethicul reslities, demands and requirements. These
are faets. The sltuetions and their morsl content are both real. e
nust be able Lo feaﬂ.ﬂff the argument that this is all utepian. Taere

is & distinetion betvessn wishful thinking and thinking about wishes.

The yprobless cap be tackled by scholarly methods, iu a sclentific

way and chesked.

Buggestion wza msde by G.D. %0 includs othar arcas of the world
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entellisg situastions of industrialization and socisl control on some
non~market basis, e.g. India, the hiring of wege-labor in the Kibbutzim

ate.

Yoeinl dislocation is unaveldable and vietims of ﬂuciﬁl.dinlouutiun
rugt First he comypenszated. (Tﬁare is = ;enténca e thisz affeet im
"fhe Gresat Transfeormation"}. There is ne soeisl progress if it cannot
maks up for the damage it causes. Frecislon is not needed as long

es ve have zome ldewn of the Limite of the effsete or the margin of arreor.

The mipimum goods whieh are npesded for the whole of society,

must however be produced wlth maxinum efficiency.

One of the juestions we migh% take up 1s what is happening ian
inadeguate gocimlist 2oonomies. We want to kaow if there is AETeenEnt
6n the negative effests of administrative methods under scarcity

eonditicns. Are these diffexsnt for exsample, from abundance conditions?

Take the cese vhers there is no protlem of selling, enly of
production. Then every industry aceepts ewvgrythir:, whether 1t was
aordared or net. As long as_;r@duﬂerﬁ get a premium, everyous wants =all
the raw materisls end Cinished articles paasihle; ragardlésa of whether
they &re ungeful. I they acespt then 1n.thia way, it must incresse
the cost perhaps three-fold. If the ﬁir&¢t@r, oy manager for example,
£ets B preaium ez the weight of steel pro%uﬁeﬁ, he makes pilpes three
times ag heavg.vith tremgndous waste. The system doesu't work at sll

then.
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2. "Thg AfPluent Scclety”

Poul Hedow

Tria report on Galbraith's "The Affluent Soclety” is presented
£ i b .\,5

iz the light of Prof. Polasnyi's position that "An eteotive industrial

seclety ean afford to be human and frae”.

The substance of the message in "The Affluent Soelety” is largely
hidden by ite form, which is psychelogleslly affagtive and probably
gerves vary wall to cenvay the vadicully new paaitiaﬁ that he takes
in a way that is no%s only saceeptable to the general reader but alse
tragditional ecomomics, and onartleulsrly the indfereuces lor poliey
tuat heve been traditionslly made from it; sre reoted ir ninsteenth
century reulities that have long ainece vanished, and that the czhanges
that nave vecurrad in the realitles since, and psrticularly the
replacenert ef searelty by affluence, moss clearly csll for new
concepts concerping the ueed Tfor and potentinitties of government

polieles.

While this emphasis om the psyerelogy of concepbual lmgs does
serve to canturs the intsrest of resaders, it mlsgo brings wiih 1%,
howevers twe lmportant weaknesses that ars oFf coneery to the serious
reader. First, ths substance of hls message itself, the thought, that
iz, that now ﬁn$irely nev thinga are possible with regard to goverpment
polieies, is hardly developed im the book. It 1s barely brought out.
The gtrenser impression, in fackt, concerns not the new pessibilities
thet sre now open for poliey (withough 1t 1w true thei his general
statement that now it is possible to iatroduce individuasl hepplness
ag & criterion ie certainly strong) but rather the nev needs-for public
investments conplemeatary to the private ones and for investing 1m

technological training and basic ressarch - that he notes have unexpectedly




appeared. These needg are atill relatsd %o sconomle effeetivencss,

and not the humanlization of the eqonomy. TYet the substence of the book,
11 teke 1%, is preclsely that effectiveness criteria may now begin to bhe
;;aacrifieéﬂ Lo the happiness eriteris polots where the twos eonflict. In
the "4ffluent Seoeiety”, hewever, thile part appeﬁrﬁ &8 4 berely forming

flower bud on a long stem abundantly covered with leaves.

In the second plaes, the basic emphasis on.the psychology of
concepts causes Galbreith to give up, im effect, any general body of
principles, eitiier coucerning effectivenass or concerning tepolneess
that might serve as guiding lines in deviging hew pelicy messures.
British tradivion inp economie anslyeis are ne lopger valevant today,
econonie amalysls gensrslly way be ssfely sbandoned, ard should not be
allowed to impede the implementstiorn of various "sd hoe” poliey measures,
such as the ones that he sugpests. 4s Tor the other criteérion - happiness
- sluce ke refuses te speculste on thaet, 1% does mot provide any eriteria
fey polliey either. In the absence of general priumeiples, the politiesld
redical may in this way be eucouraged once sgaln that eimost snything

can be done to the ecohomy 1in ovder to serve "soecial Justice™.

Therz 1s one more vealkpega in the genersl message that slso
derives from tbe general emphasis on the paycholepgy of concepts. Thie
ie the very hrg;f but arresting accauﬁﬁ that he provldes of ihe
tranaition rruﬁ & eompetitive nlueteenth <¢enbury order te the new

world of the twentieth ecentusry.

Ir thiz aecount he suggests that this occurred in a very simple
way, mamely as & resulit of the hypoerisgy of the convietions of all
concerned; all groups, he states, ascclepted ths seed for competition

- for others, apd proceesded to eliminete its threats for themselves.




1 ‘fll:r II* 1]

& &

Aa B result Isbor snd the farvmers obtained favorable legislation
whille larger busilpessmen proceeded to eliminate the threat of com-

petition im other ways.

In faet, of course, a8 we learn very eeonvimelngly from both
"G&?italism; Socimliam, anﬁ Demmnrazy"_anﬂ Y7he Great Transformatioen”,
these events have occurred for funetionsl and not psychologieal
reagong, abd their unﬁerstaﬂding requires an understamding of "ﬁ&e
reality of society™ on the one hand, and of the inereaslng capital

intensity of iunovstiens in the thkird Kondwatiefi wave on the otherx.

It follows that the next steps that should be taken by persons

who agree with the substance of the messuge in thin boek should be:

1) %o provide a popular, but stlll realistic aceount of the
Mgreat trassition” from the niseteenth century wvorld of competition
o the modern economic worlid. Thig peed be deone ouly for England and the
United States. In the other countyieg the inatitutional strueture
of the econony hes bsen so different freom the filrst, that & different

¥ind of asccount would be neesded.

2} To maks it clsar that while the British sconomle soclology of
the ninetesnth century may be quite dead, cceconomle analyels 1s nei, and
%+ peed only be purified from any specific set of inetitutional positulages
The marginal principle, in this conbection, which was used cerrectly by
Mengar, and wae net used correctly by Marshall, remains the bhasias of
“"twentieth century ecosomic apalysils” as 1t is presented in the works

af fchumpeter devoted to pure theory.

3} Indicate that in the light of economie analysis, effectiveneas

nust not be gilven up as a eriterien in industrial eccnomies, and thaet
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in faect, only an effective industrial soclety can efferd to be human

gnd free.

_h} That in the llghkt of the works pf Erich Framﬁ and also of
gagsirer (and I would now alsc add Hanpeh Arendi’'s “"The Humaa Bituation,
1258) pasitive stRtements mey nov b2 nade congerning the requirenents of
individual happiness, and in sddition definité etatemsnts cun also be
nade concerving the harmfulness for human happiness of ﬂpmﬁifiﬂ.inntitu—

tional arrangementis.

5) By developlng a method znd imstitutionsl arrangementz for
determining the mctual cosgts lo tsrme of effecliivenegs of speeific
propoped institutionsal arrepgements aimed at sobeneling fraedon and
happioess, it is possible o imstitute a srderly, safe, and rapld process
of tranuitiﬂn to & humanistically oriented industrisal sconomy. ?hﬁrew
fore the formulaiion ¢f such & costlog methad and the ptudy ol corres-
ponding luostitutlonsl srrangements ﬁay bea regarﬁmi &9 thz decisive

item fer mtudy.

General Digeuzgioca

Coneerning the psssing of sgarceity phepomens in nur_saeiety, peopla
in the working smd middle classes stil) fied it difficult to make snds
meet, I8 1t the artifieinl raialng of wants? Do edvertisismg and other

phengmena ralsse veants so that gaking ends meel éq_ﬁg“iifiigylﬁ_aa_befv:g2

Contipueus permanent infletion 18 the aksolute necessity of soceiety
because 1t is the way that isereasing prﬁiucﬁivity ig passed on to the
lowar strata. It 1g for thilis reason thet they can't meke ends meet.
1t P. wag asked whether ke is for a gontinnous slow inflaticn he would

anawer Yes. Certain pecple would suffer but you compensute the vichbims
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{the fixed income people) sutomatiecally out of the surplus that you
Asve. Therefore a perumazent slow iaflation is the angwer to such a
soeiety sings there 1s ne olher way of psseing on incressss. It is the

orgemized instituticsal pressure for rajsiog wvages which is ths basis.

The weakness of Galbraith is shat he leasves out oue basie polnt -
the passing of egonomis motivation {Prﬂfit apnd hunger) and therefore
that we have a etatus soelety. Ipstead he makes saffluence the canter

O
.

and gate €.g. five thidige instead of one or twa.

Qur goneept of relatdng efficlency to buman veluss is far superior.
The misimuz production for sosiety should be created with wmaximun
gificiency and in relation o thig w¢ should kzow bhovw mzmek all other
ideals cogt. Galbraith does not come te 2 sbarp conqlusion on efficiency.,
He thinks that an affluent seociety can afford 4o be imnefficient. A4n
inguetrial seclety can afford to hﬁ.frﬁe and human if 1t is efficiert.

We should begiw o have, not wishful thinking, but tainking ebout wishes.

We bring 1u the fresdom peeds of Individusla in ao industrial
soclaty; compulslon ete. For szample there may be peopls who don's
1lke $0 gebt up 8t T o'cloeck In the morning. "Mhey would be migerable
&ll day. They should be allowed to come ip luater and make it up gonme
other way. Freedeox consists of a margin of ghusting. Pasre are thres
priuciples here ;s followd:

FPirat, the Berd conscientious objeectlon should be aceepted when-

ever ecampulsive regulation comes in.

Becondly, the extenslon of the hekeass c¢orpus set 1o industry. The
vorker should net be at the mercy of the trade uwslon which repressnts

him. After exhausiing als righfs'ha ghould be able te Zo to the courta.
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Third, there i3 implied in the first two the existence of s second
best. It mey not be whet you would prefer, bul &s s¢oh 33 you have

this it de¢ 2 different 1life.

In spite of the Hayek position, the econemy in this eountry is
the leamst of the sources of loss of freedom, while th2 ioss oeccurs on

the politieal and culiural level.
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3+ Accountacecy Problems im the U.8.8.R.

Regent discusslons smong economists in the Soviet Unien of the need
for cosiing ix a eociallst economy. - Paul Kedow.

{Based largely on en artiele devotsd to this in Voprosy Zkonomiki,

#8, 38).

Bapkground: The institutional structure om the basis of which

industrislization has proceeded 8o repidly in the Boviet Uinlon wan

not establighad on the breis of any specific theoretical prineiples.
Lenip had mevely sovisioned s system in whieh indivigusls 4in charge of
firma would be mede through & system of cdministratisn te ageount fox
the timely exseutiorn of specific tusks Tormulatsd im physicel, rether
then ip meoustary %exms, By ececcnomic experts in a planning BEenay .
These aconomic experts would fermulate the specific assignments for tne
various pless (Lenin had propused to sssign up o sixty plants For
supervisglon of task-Tulfillment %o esch escopomisgt in the planning
agency} on the basie of their gergral knowledge of prevailiong imput-
outpul relatiopships {the method of balances). The basic agalguments,

hovever;, would bhe mafe by the politicel lesders.

Thigz method 4id pot enter the thinking of the economists wao
discussed the theorestiesl principles of plaasning at the request of the
pariy leadsre afier Lenin's death. The mdviece of these sconomisbs,
whose thinking, while it was mseroecconomic, tended to be based on
statles, and vho tended to see some Fform of merkei economy as the only
viable one, was rejected by Stalin, Who appears to have introduced an
isportent iprovation inte Lemin's scheme. Stalin enphasized that
planning was an sadministrative, and ot & thapratical aon¢ept, or rather
he stated that 1t ﬁau the a&miniatrative_maﬂning of that tern thst was

theoretically relevant. At the same time, however, by introducing
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strict cost-aceouunting for she Yivme, and by letrodusing the practice
of meking resources availeble teo firms only im atrict accordumes wish
their preper use, as Catermined in the yearly ¢ont}a¢tua1 eopmi tment
of the firm {the plezusd commitient ), he replsced, in effeet, Lenin's
Prioeliple of sdministrative auperviglon, which could be eppliecd anly
wWith regard to a liuited number of firms, by the putting out principle
of production, geared, newever, in this chdge; not to serve consumers
narkets, but t0 serve the needs fop resl capital resources of the
iovegiment program asdopted by the pﬁlitie&i leaders and elaborated by

the plazning BEEULY .

The use of the putting out priveiple 1In an advanced industriasl
SCONORY &5 aB alteviative to either administrative contral or market
reguleiion appesrs to combsin many possiyilities, particulsrly im the
field of investment, tast have not yet been explored by theoretical
geonomigte. It is also true, ﬁwﬂevar, waat 1ts use requires complex
channels of sdmindstrative connunicatilon, sinee it 1s based on contraetual
commnitments thaet refer 4o a lerge number af'physieal ladexes other thanp
the queniity norm. At the ganme tima, &5 Lhe gusbtity of fized capital
gquipient in sach plent imervesses in the courss of time, the need to
give it & meapingful valuation becomes spparent, sluce ihat would deter-
ming the need for replunemgnt and the degree of cbaolescence. Sueh 8
veluation, huwawér, would require that Producers goods have a meanlogful
marketi determined price that would reflect all po8sible waes of the
equipnent, and not merely those whaich ave emphasized Dy the prioritiss

#yaten in foree during any given ipvestment Brogramn,

It is largely this new nesed to €5tablipgh mesningful values For
capital equipment, but also the new role thet the consumers market
¥ »

is beglaning to assume 58 o direction~giving factor iz the Boviet eeonomy
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that hss encouraeged scononiste to sxplore the prebler of price formation
in & socjiallet eoconomy. In sddition to this, a direct appesal to a
Congrass af cconomiste to study retiomnally the proper methods for
establishing prices was made by A. Hikoyan, whose inkterests heve long
been essocliated with the developnest of the consumerse goods industries.
Prisg was done shortly after Stalin's desth, and shoxtly befors the

adoption of a decentralized planving structure for the seonomy.

As & resuly of this appeal Soviet econonists have begn discusseling
the basic preblems of the Soviet seonomy in & way that 1a @ireciiy
opposed to the general pripeiplea irid down by Stalir on these matiers

ghortly befoare his dsath.

Stelir had emphasized that while thé concept of market-dirscted
production (commodity yrodueiion) did persist inm the Soviet ecomnomy
deapite the presence of & sooialiast order, this was %o be regerdedas
2 necesgsary evil, ithat existed because concessions had hed to be made
%0 the farmers 1o Ruseis, who for the bime being still owned their
mears of production, {aveﬁ though net o individuds, but as mewbers
of the collective Tarm) and still produced for the market. (This
peang L6 be a way of maying that the Ffarmers, beecsuse of the very shar-
acter of sgricultural proeduction, were anot amensble to directiom-setting
tharpugh the putting out primcipie &t that time, znd therefore, unlike
other groups, lG;Rad £0 the market ip terms of its income giving sspect).
In the course of time, Stalin thought,; the Farmers too would be induced
to apggociate themselves through contracstual commitrments to apecifie

groups of fectories who in return would proevide them with manufactured

goodes. {Another variant of the putting ot sysitem}.

in the cew discusseion that developed, however, the Boviet econcmists

goenerally took the opposite positien: that commedity production a
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(production for the market) was not merely o temporary evil, but

rather & permaneunt institutiensl feature of even 8 socialist EoDRnOnYy .
Karket determined prices should be sccepted as the besic ones i guiding
production, although 1t wse then azrsed that thers should be no reluctance
to lajeet & variety of non-pries canﬁidaratibna{and pry subsidies) inte
the aectual functioning of the econcmy: politieal eims, sueh as the

aim of eahanging the growih of 2 ¢erteln elsds; or the iccation of
industry in vertain usderdeveloped regione even though this might be
initially wore expensive; or subsidizing certain new types of machines

ip order te sncouregs their use by obther factories; ete..

It is generally sgreed, now, that & market Tor produgers goods
should be alloved to develop. But 1t is ulso universslly agreed that
the actusl market for lshor is wot & market, sinee labor must not be a
commedity 1w a soelaslisi soeipty. In faet, of eourse, the role of
nopetary lucentlves appears to have been increased by the political

leuders boeth for the farmers apd the workers.

In seeking to appraise thie onew development in terms of the basice
issues that are novw accepted for discussion by ecﬁnnmiats-in the
8oviet Union, it may be noted firast of ell that B conflicst has been
regoguized between the nesds of effectivensss and certsis other
non-¢cononic' aime. A® in the case of dulbraith, the position that 1s
now accepied is merely_ghat effectivenses may bhe gaerificed to other
congiderations on ceriain oceasions, but here again thers is nof
taeory, no body of priueiples, that might provide guidunce on such
veeaglons. FPregumably it i3 uwp to politiecml leaders aloume. decordlagly,
i view of the.nav awareness of the great importance of costing, therse

might be a very great interest in a method of establishing the costs
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¢f any nen-eifectivensss orlented mesgure in ferms of lost effectiveness.

Thers 18 alsv snether polut in the case of the JSoviet issues, how~
ever, that galls for defimitive clarificavlon. This is the point
thet in feet, if not in principle, laber teo is 2 coumodity from the
point of viaw of any gepersl cesting aystem.  21 ia by making cleayw
the principle th#t vh;le labor wust be costed as a commodity this does
not mean that operatiors most then negesssrily be garried eut. selely

on the basis of cost criteria thet significant progress might be made.
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1. ERemarks on Bocisl Cost - Harl Pelanyi

Our greup must deal with questiﬂns, which arlse not out of our
own thinking, but exiet independently of us. The general realm of
these guestions 1a the reform of iodustrial society, whethsr capitalist

‘or soelialisgt.

We should sveld getting lost either in the technicalities or

in the basic axioms, pastu%ltes ehe.

Several yuecstions might arise, and we have dlecuszsed three:
4Q?lu The organizatien of the industrial seconomy {from the polnt
of view of costing. We don't subscribe te am overriding

effieciency, but provide for valuea, norms and peragactivea
] ' A sk
which heve = cost. Efficisncy and normativity aré&?he two

poles.

v 2. The instltutionslizaticn of the inpevitable confliets af
interest inherent 1n buman soclety. Thig would also
rroavide an angwer to problema in the orgenization af

ipndustry.

fﬁh The inevitable ethiecal praoblems involved in social
organization. Paul Medow ralsed thie gquesticn and it

gomes up later eh.

We might teke up variocus tepleal material frem the Easterno
Europe j41 the last ten years e.g. Hungary, Peland, Yugoslavis. There

ere alsg discugslons in Busgsia oo prices. There now exists material

P

=
i
5

(31 fi* experience eR-bhe administrative methods of regulating tha prmhl&m}hut

o, ih v oXgaiel
: iihhaa geveral shortcomings. Somes of it was vwrittenm by hostile people

and 13 gravely mnegative, &}EE this is admipistraticm via foreigon rule,
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pot by the people themselvesy aadhin the case e.g. of Bungary, there

are speciflec problems and burdens charaeteristie of the initilial stages
of industrializatien which may detract from the gemerality of the

gxperience.,

MWEE Qur preblem ls; how do the ideals which a«be cost, relate o
efficleney? &Some humanistic ideals impair efficiency, others absorb
material goods. Our podiet is that we want to know the coets, and

paintaln the efficiency caleculatlon 1lp apite of thet.

PThere 13 the further guestlem of havw far we ean carry oD cost

ing . X

comparizons which are adulterated a8l1ll the time. We willhburn the books

e

evary 30 yeara. SBchumpeter shows that in the long-run, the figures
don't mean anything at all. Everything is cheaper and there iz the tiiaii

preblem of quality.

This is not utopia entering ocur work., Utepis is vague and houndleas.
We deal with actual sthicoal realitiea, demandes and regquirements. ‘These
are facta. The a#&uationa apd their moral content are both real. We
muat be able to fend off the argument that this is all wtopian. There

is a diatlinction between wishful thinkimg and thinking about wlshes.

The problems cean be tackled by scholarly metheds, im a selentific

way and checked.

Suggestlion wag mede by G.D. to inelude other areas of the world
entailing situatiens of industrislizatior and soecial control on some
con-market basis, e.g. India, the hiring of wage-laber in the Kibtbuizim

ato.

There are two baslc elfectsj, sl the loss of efficiency in society

&8 a whole in some general way J (e.g. freednm}ﬁanﬁ the other, the effects
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inside & partieular enterprise on syeecifiec consumer goods amnd products. ﬂ
e e
Social dislecation is upavoidable and vlietima of seclal dislocaticn
must first be compesnsated. (There is a sentence to this effect in
{ ; et
¥ Phe GCreat Transformatien). There is no zoecial progress 1T 11 caennot

make vp for the demage 1t eauses. Preclsion is not pzeded as long

as we have some idea of the limits ©f the affsets or the margin of error.

The minimum goods which are needed for the whole of society,

muat however be produced with maximum effleiency.

One of the yuestions we might take up is what igﬁﬂppeming in
inadequate soclalist economies. We want to knew if there is agresment
on the nagative effects of administrative methods under scareity

ccnditiona,kre these different for example, from abundance condlitiops?

Thike the casge whare there is no problem of a2ellimg, orly of
produetion. Then every indugtry accepts averytning, whetbher it was

ordered or not. A3 long a8 prodigceErs get a premium, everyn?a Hﬁﬁ%ﬁ all
Bl il Sl

the rawv materials snd finished articles possible, regardless iﬁﬁthey
are waseful. If they accept them inm thls way, 1t must lunoerease the cost
perhaps three-fold. If the director, or mapager for example, gzats a
premium on the weight of steel produced, he makes pipes three times

Y= g8 heavy witan tremendous waste. The system doeesn't work at all then.

| [ =,
H h, A ' ~ -"'\""'-u.
ﬁ"-\}i‘-__g.__:.h ":1_ 5‘..,'\.‘::,‘&"' ¥
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2. "The Affiuent Society" - Paul Medow

This report on Galbraith'a "The Affluent Society" iz presented
in the light of Prof. Folanyi's positionr thai;“ﬁn effective Iindustrial

society can afford to be human and free".

|-
|
|t
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Resumz of report-ziven 22 Now, 1950

Palangi's

2albralth's "Eu"i'lt:-_g -
N &1i0ra kLo

nl Soeioty” in the 1ight of fro i
8

pesivion that’ - ﬂ%_gll ~cpive Induatr-lal soeleby
-E.}_ILH'IE,;; _A.ﬂd. [ITSE . {P' ]'n C.D"i'i"} ............ -l 1

The subatance of the message in "The Afflmemnt Sosisty™ 4z larrely
hidden by its form, whieh 1= psychologk€ally effectlive znd pr mbablﬂ
gerves véry well Te convey the radieslly new nosition that hea fabpq
in o way that 1s not only acceptable o the genaral reader but also
atiractive. I am referring to 1ls primary emphasziaz on the fact thabh
traditional sconumies , and B® partieularly the infercnsez for poliay
that have been traoditienhllly mede from 1%, =re rooied 1n ninsbteenth
cenlbury reaslitiss thal have long since vanishad, and that the chancea
that have oeenrrad in the reanlitiss sginee, and partienlarly ths
replacamant of geprelty bF afflnenecs,most elesarly ez)ll Tor new
corcepta ecncerning the EE need for and potentialities of movernment
policias.

While this emphasis on the payehologyr of Xzgx conceptual lage do
aarve te eapiuwre the interest of readers, it also brings with it
howsver, X bwoe important wesihmemses that are. ol eonsern to tha ser]
regder. First, the subatance of hils meszsage itsel the thouzhbythab
laythet now er%*ﬂclj new bthings ere pnﬂﬁioje with vr**rﬂ to 3o*arnment
policles, iz hardly bmemghixenixskzatl develoved in tho books 1t is
barely brouznt cuf. The strongsr Impwecssion, i fset, concerns not

the new posslibllities thet are now open Tor pelicy { althoughk it

is %trus that his ”“ﬂﬂrul stetement that pow it is possible to
introﬁuc; iadiviﬂual happlinas & as & critsrlon is cerbalnly atrong)

but tThi“now neoda=for public investmenks complementary to the private
cones and for investing in technolosical training and bhasic research w
wnat hs notes have nnexzpectzsdly apresrsed. These needs are shill
rolcted to sconomic effechivenzmas s8, and not the humenlzabion ol the
aconomye. Yet the mubahan ice of the book, I take 1t, is vrmciHPT—

that sffectiveness criteria may now begin ¢ h‘buac?ierpi Ho i
happiness criberis abtmmimiam pointa whare —“airgonfi_cu. fnri ;Ex‘he

i i

"AfTIuent Soeicty™, howsver, this part appsars as a barely forming

n-’ﬂome% bud on a lonz mmex skem abu nantW; Euvered with leves.

In the seccnd »laes, ihkimx the basien emshasia on the pavcholopy
of concspts causes Galbraith %o give up, in effect any geﬂﬂral EE&F
uf w__nv_gleu, gwithar muﬂcerﬂiug el feetivensss opr n0qee1 iing hapopiness
aerve a3 gulding lines in ﬁAvlﬁjng new poliey messurcde
Cne iz left with the impressions F%q+ 2ince the basle concepts of the
Zritish traditlon in sceonomie analvsias are no Lenger PEWQTant Hoday,
sconomic analysls ganﬁr371v may ©e safaly adandonad, ancé should
no’ he sllowsd te impeds the implawentation of variouz "ad hoc'
Pollcy measmwsss, such as the ghos Lhats he sugceatas Ag for the other
crlterion - happiness - sines he re? tusss to greculate on that, 1t
does not nrovide any erikeximRx srigdviz Tfor poliey eilhan. Tn the
abzence of general prineiplss, tha rcliuinr- radiesl may in this
way be sncouraged onee asain dhu" almoa aﬁvuh’“" esn be donz to
the econoay in ordsr %o serve "sopial jusi neal,

o
=3
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=
r-‘-
2
L=

There is one mors wealtmoss In the general mesasace thet ¥ SR
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alz0 derives from the zeonscal smphasis on tha wnaygholozy 07 cONCSTH O

This 35 tho meEm very brief bub arrssting secount thab he orovl idss of
tha tpanaition fros a compebiiive ainstesnth canbury order Lo lno
new worid of the twmmitiebh coninny.

In 7 8 scecuwnk hs suegests fhat thia oeccureed in o vary simplp
wer, namoly as a result of the hypoerisy of the convietions of all
eoncerned: aill mrouns, he alates, ascecnbed the nesd Zor rompetition
=for atﬁﬁ“p, and proesedsd to oliwmirate 1tz thraale Tow ““nwﬂélvns-
L4 a peanlt laber and ke Parmers ohtazined favorabls leg’riationx
vhile larzer buginezsmen vroceedsad fo eliminate the Chreat cof com-
petitlon in ofther WaT i

|_|.

Ip fagt, af eo ur"a, as we laarn very comavl 1y from both
Oupitalism, Sociallsm,and Pemoeracy® and 'Th ”TCJ Prensformation”,
thcse events have cceurped Tor frnetional ard nod pafohelogieal
ressons, and their vndsrstending vegulres an undsrstapding of
ithe paalitsr cf societr” on the one hand, andjof the increacing
na*iipl imtenaity of ilmmovations in ths thirg Eondratleff wave
on the okher.

A
=

. Lot the next atcps that should be btalten by wersons
who Ggﬁr hith t=e avhastenez of fhe mezsars In pMothnokx Lhils bDGL
alimald bat 1} to nrevide a nopular, tut stlll reallastie acoount
of fthe 'aﬂe"t tranalition™ from the wnpidxaf nineteanth century
sorld of compatificn to ths @odosrn sxnaatmrmxnﬁazszz&rizaﬂxbg
sconomic worlds Q“W“iq nesd be done mq1y for England snd the
Uritad Stated. In Lhe other countriss o atrue e
af the eeonomny iz been ae AiF Torent fﬁmn Eh“ firet, that o
diffevant kind of oearunt would e nandad, 2)0ake it cleor bhat
while tha Bpitiszh e sconomic zooioliosy of bthe niveibBenth centwry
AY ba 21i e dedd, = ﬁﬂt, und dh nesd only be
vuriflied from siyy i ftutions]l postulates. Ths
mnr"ﬁﬂa1 rﬁlnnﬁJTG, in thisg Pjﬂﬂ giﬁ ggmeh won u3cd pribripke -
Q““Gﬂtj" by Bsnger, and L 5 Tﬁgrgﬁall, ranping the basis
Lo §

0

=

o~

of Fmm<'bwenhisth century sconomle analysis® o5 11 1s rreﬂelgeﬁ
in the *or ra of %ehLﬂnHLe“ devobaed bo purs theorye 3} Indicate
that In the light of economle analwsls, effectivenass rust nos
e Tiven uﬁ ag 4 ﬂFJ;?P on In industeial eg, ang that

in faﬂt Jl-xﬁﬂ effective ipndusteial soe
Trman and L“Bﬂ- L} het in the 1iskt of | {* HP e oum

and alzd of CUassirer [ and I would now 2lso ada Hap“ah frendtta
e dumen Situation”, 1958) positive stalements fﬂﬂ-iaﬁb fOT1=
cerning ths recuivemsnts of indiwicnal happinmess, 2nd ir adéicion
del1n1+e statevients ezn 2lzo be made ceoncarning thm narmfoinags for
human krappiness of apee’vie institutional arrangsmentz. 5) By de-

I i
x5y con alford Lo be
g ™
o

veloping o mathod and institutlenal arrvangements for determining
tho astasl costa in terma of effectivenesa of areclilie pronosed
instituticnal srrvangements almed at anhonelins Treccom# and hapolness,
1% i# possiklse t¢ inatitubs an ﬂﬂﬂﬂ*1w it :ﬂ”c, and ranid process

£3 . -

.

£ trangiftion to o hmmanistically 1wﬁﬂﬁ1~ﬂ |ﬂru:+L_ml soonoemy. lhere-
grz the formulation ol sueh a cogiing webhoed and ths study of corrsse-
ponding inasbitubional srrangsment: rey be “ﬂﬁa“uﬁﬁ a3 the decizivs
ltem Por atudyrs

=

I
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GENERAL ﬁ%EGUEETGH

foncering the passing of scarcity pheocmena 1n our soeiaty, Teocple
in the working and middle eclasses atill find it aiffienlt te make ends
meet., Tg it the artifidal ralsing of wents? Do advertisimg and ather

5
phenomena raipe wants Xe that meking ends meet is &5 difficult es bhefore?

Continuous parmanent inflatien is the absalute neceaﬂﬁy of soclety
vecause it 15 the way that lpereasing prn&uctifity iz passed on teo the
iowar strata. It is for this reason that they can't make ¢pds meeb.
if P. was asked whether he ia for s coptinuous slow ipflation he would
answer Yea. QOertain peeple would suffer but you compensate the viectinms
(the fixed inceme psople) automatieally out of the surplus that you
have. Therefore s parmenent slow inflstion i3 the answver to such a
society Bince there 1s no other #Fay of passing on imereasss. It 18 the

argenized ipgtitutiional pressure for vaising wages which is the wasla.

The weaknesa oFf Galbralth is That he leaves sut ope hasic point -~
the passihng of sconomie metivation (prefit amnd hunger) amd therefore
\l.r"’ B b l"w:?--s,m
rhaxiagha statns society. Instead he makes affluenge the center and

gets e.g- five things ingtead of ene or Lwo.

Qur cencept of relating efficiency %o hunan values is far superior.
The mipimum productlen for secliety ;hnuld ke created with maxlimum
efficiency and in relatiom to this we should know hov much all other
jdeals cost. OGalbraith does net come to a sharp conclusion en efficiency.
He thinks that ap afflusnt socciety can afferd to be Lmpefficient. An

jpdustrial seclety ¢an afford o be free apd human if 1t is efficiegéﬁt.

We should begim to have, not wishful thipking, but thimnking ebout wishes.

We bring in the freedom meeds of ipdividusls im ap industrial

society, compulsiom ete. For exampls there may be people whe don't




like to get up at 7 @'ecloek in the mornipg. They weuwld be missrable

all d4ay. They should be allowed to ceme in later and make A iqﬁp BOMmE
Thasat, Rad
other way. Freedom consists of a margin of shuunting. Fhe three

e

AL
iﬁinciples wpee: 85 follows:
8

First, the bhard conseienticus objgetien should be sceepted when-

ever compulsive regulation comes in.
B ktnnnidon okl i
3 e 2
Becondly, thef# giﬁhaheaﬁ corpus aet +h industy. The worker should

not be at the mercy eof the trade union which represents him. After

exhausting his rights he should be sble to go te the courts.

Third, there is implied in the first two the existence of 3 seocmd
best. It may net be what you wld prefer, but a3z acen Bs you have
thia it is & differemt life.

In spite of the Hayek positien, the economy in this couniry is

Ma Yoes  eoe s

the least of the sources of loss of freedou, whilaﬁmn the political

and cultural levsl, there-AEr-mn-dors.
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w5 ) 3 f-"{_l . :
Regune of renert Eﬁ?ﬁn 3 Mov 1058
;ﬂ e T
ont disecnssions Jme“ economists in the Soviet Tnlon of the reed
for posting dn a sSoedaldist cconomve . ?ﬁﬂi Vl#kuud'

{Bansed largely on an esrticle davoted o0 this in Voproszy Eoonoemiki, ﬁﬁ,?ﬁ}

Baclgound: @Pe Instlibutional structure #Awwm on the basis of which
industrislization has broceeded so papidly In the Sovist Unilon was
noh ezt.p1ldrn: on the baslis of any thewembiexX specifizs theoretieanl
™ ineiplas, Lenin had merely envi; Toﬂ“%_a sgstem in which Individuals
i 2 1 i o 13 ratnd
in chargs of firms would be mddeﬁﬁ “Biecubs yéﬁ“mwh SR B ReRH YN
=~

of specific phpmtmaitiyzfor taslks fmﬂwwqfteﬂ n prhyaieccl "rather than
in monetary terms, by economic experts in a planning qraﬂcw.ELQHWﬁglﬂ
extenkatextarinprirraani xqmﬁﬂﬁﬁfﬂfiﬂﬁﬂiﬁnﬁ These sconomic exnerts

would fommuilate the speclfic pagEEmx azeiprments fow magﬁz;miantxx

thio Variou plunto xLaﬂjﬂ had propeosed to azsligy =m up téd 9ixty rlanta

fum for ‘.'IEL[f( reiaion tagk~fulfillment to sach econcmist in the pilane

nlng agency) on the quin of thelr ¥momIpRy seneral knovwledse of

pravsa lThnzi input=outpat rekationships ( the meihod of H¢1aﬂ¢cﬂx.

The basic aasignmants, hawevap, would be made by *Lv politlics

Thia method did not enter the thix 17 of' the sconomista

dlgcusged the theoretieal principles of plannine aﬁﬁF?x%ﬂnxziﬂxam&xh£

4t the reguest of *he party leadersz aftor Lanin'a deathe Tho advies

of these peonomiasd ta, mgﬂm Those t11'] zﬂ.riwr, while it was macroeconom’c,

tended to e based on atatles, and who Lendod to ses zowa Torn of maphet

economy as the only vlable cne, was roijectod br 2% qT*n, Wiio gauppeanrad to

have Inirodueced an important Innovation into Lenin's sehen eg Stalin

eriphasinad that nlaﬂrﬁnﬁ was an adwminiatrative, and not a theoretiesl
concest, or rather he stated that it was the adninlsirative meaning

of that fterm that was thecretieslly ralovant. At the anua time, howe

eVar, M® by Iintroducing striet cost-scsounting for the firms, and by

introducing tne Practice of making resources avallable to Tirms only

in striet sceordanes with thair Proper nas, As determined in the vearly
contractual eommitment of the firm { $he planned commitment), he repla =
eed,in effect, Lonin's rrlnelinle ol administr=tive superviglon, which
counld be applied only wikh regar i

d $2 & limlted number of firms, by the
pEering putiing out peinegiple of produstion, geared, however, in this
cassa, nst fto seve conaunsrs m&rkzta, but fo zserve the needs =Xt

Tor real eapital resources of the invessment progranm addpted by the
political leaders and elaborated by the rlanning amency.

The use of the pubbing out rineiple in sn advaneed incdustrisl
economy 22 an alternantive to elthar adninizirative cont=o0l or marlket
regulatien appears to conbkain mery rosgidilitisas, martieunlarly in ths
Lield of iInwvestment, that have not vet been explorad by theoretieal
seonomlsts. &k It is alao true, however, that =mEgh ita nse requives
complex channels of administrative communication, since it is basged
on contraetusl commitments thas pefer to s large nuuber of physical
indexes 3szmzi¢tsuJtﬁ“ﬁnarzihwfnﬁxmxi ataer than ths gquantitry norm,.

AL the sawme tims as the quansity of fized eapital Puu...'l""&:"‘ in each
pLant inereases in the ccurse of time, the need to eive ik g ﬂnqn*ﬂq:ul
valuation becu“ufcttﬂ“01t since that would dntermine the need f 7

fw-llraw”nt andik tho Pﬂﬂm of obsolsseenne. E*EE”IEimi*iﬂﬁ;Khﬂx
Such a v zluation, howa ch, #oUld reguire that preoducerz zoods have
o meaningfal markst determinsd peige that '-Hrrjn,,ft_r] ﬁe'."':fct all pogaibls

uses of the eq uipment, and ok mereiv BEEE o an I emnhasized
i

i L e hads | ™ FAEE 3T . L] " Fur s - L B
P L8 prior uj_ 28 aTstom in flores duapine a Y £.7v&0 1NTasd A TYsAl= g PO Alle

]
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v ia Laracly shlas new meod T ssiablish meaningful valueas Tor
eapital sunipment, but alno =t the comsumeprs msriet
is beglpning Lo asgune as a = Pactar In she
Soonomy 4w*+ hagm ,rcouw"fﬁd
mrier prlice Lformetion in 2 so ,._i
this, 2 direct appBAl Lc 2 Conmresa of sconomiats ho a thExprosx
Blamazofzapins mmirpdzzafs rationally the prover method o sababli-=

shinge pricep was mede br Sikmxmm A, Milkovan,. BH0r Mqﬂdaaauuxﬂna}azvmﬁux
Baaﬂaﬁ mEkREtnsrdng zTﬁEmzwth shhErsACHENTSrE o RondEsIntnEfndESR T XA HANTE

vhorg intarnats 1dVﬁ Tong bosa asio iateﬁ with the developuont of
PO E quuu 1ndnstrics. This was dona shortly 28tz Stalin's
and shoBtly bafore the adostinn of a degeniral 172d planning svruchbur
fep the anam,

cXEvAscnpaenhe

da 85 pemnlt of thiz arpez]l Soviet ecomomiats have Desn dlizcuszlog
tne basie prohioms of the Seviet eceniomy in o way thei 1o directly
orposed 30 tha genersl nrinciples laid dowmn by Stalin on these matisrs

shorhly bafors his desth.
Stalin had smphazized thut pmex wnlile The ﬂﬂunnﬁt of marikste=direscted
roduction { somndity production) 444 peralst In tha Soviat econony
c@qkﬂﬂﬂ the prassaes of a scelelist order, this waz te be regardsd na
7 nessssary ovil, that sxiatzd beeause sonesssions bad had to e made

-+

ko the farhers in Bussis, who for ghe £ime beins 8411l owaed thsir
rannd of ""HC..F""".“" "ﬁ.‘l {l."—‘-"“l "1"{}1_]_.:'?‘?"! Indlvidual "i,
af tha eollaoehive famz) and =till Car ths= 1“*:3.

seams $o De = way of saying that fths farmers, beeause of the cha=-
macter of agrioultursl ,raiﬂ,t;uﬂ wema nNoh snenable 0 BRIL K
direction—setting thﬂcuﬁb the otk u*'“"1ﬁ1 &t thet t ard

.I.fJL‘]I'--’fF.‘(":. Lo 'H‘ il et ERNHSE NP EG Loy

thersfaore, vnlike oiher mroups, s
gmemmy in Lerms of ifs inecowms siving aspecti. In the eourse ofx t'?r:_-:n:!
Stulin .1G“rh+, the fsraesr:s ﬁga wollld be indueped to fsﬂﬂbiiie than-

=

seives throush contracinzl commitnisnts fo anseifie groupsy of Freforiaes

who im peturn would ?P ?ine themn vﬁFh manufaostnrad po0ds. (Another

varianlk of the potting :
in the new di *nsaLcﬂ

zererally teck this cwrozltes
1

% d -ud, howevor, the Sovist econormists
-Dsitia Erath cammﬁﬁitv oroduction BREXAGLE
al production Zor tha Tl ? was wat e merely a temporoiy ovil,

ket rether a porvanent institutlonal fesbtvnre of aven 2 soeialist
economys Harist de ,u¢¢iﬁﬂu orices should be accﬂ*ted a8 the baale ones

in guiding rredaction, although i1 was then agrsed thaw Share dhenld bhe
e sl 1 & = -
na rolach nest o Xme inject a varlohty of noneprice sonsiderabslons { and

pay subaidies) xkm inte She asbaal ?unehioninﬁ oi the csoncwy: poelitical
atiwes, such asz She aim of sphancing the srowth of a ecarfaln ﬂluuw, or

tha loestion of Industrr in ecrbain maiimmst ondevdeveloned pegiona aven
though this might be inauiglly wore axpenaivad or msubsldizing eerbdin

Eal

new typ=2a of machines in order Lo sncovrage thelr uss by other factorlesy
ghe.. :
1t is gem val?ﬁ &ﬂrpeﬁ now, shat pEbiERER %xgmadzhahmxiﬁahsﬁ?
a mariet ' ra ooz zhowld he =zllowed fo devaelop. Bukb it
%"”eeﬂ that X2 the sebuasl umarkst for Wﬂaﬁﬂ iz not

g2 mlago uni

a market, 2 1maaw e b not bs A commodlity In A aoelzlist soelaiy.
In faet, of courss, ths rols of menskary incantivea sppears ru hare
meen increased by tha polivieal leaders both Tor the fammers =2ad the

WOTIOTS
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CAT
In seeking to appraizs this new developmsni in bsrnz of the basle
lagves Lhot are now scecpbod for dlzcusgazion by = { ﬂbs in the

Soviet Unlon, i% wey bde mnabed firat of sll that a econflicth hasz been
racorialzed betweer the neods of eflectiveness and esrtain other
non-soonemic aimf As In bhe ease of Raldrslth, The podition thet 1=

ww accepbed 13 mersly thubt effectlivensss nary be secrificed to ofhier
sonsidarations on merkain oecaglons, but here sgsin there i3 nok

Theory, no Qﬁxv of zrmineinles, that micght orevide gunidance on suech
gocaalong. sregumably 1t is uy o pmlit’cal leaders slona. Accor-
dingly, hn visw of the new awarsness of Hhs greab lmporbznes of costing,

li= L

ShEre ml Mt he a wary graczk inlerest in a method of esiablishing the
codta of _ng non-aflechiveness orisntod measure in berms of lost effec =

Siverezs.

Thers 15 rlsc znobthsr point in the eas issues, howe
evEr, that A== colls for deflniilive elo 3 is the point
nEgiEprmn gt akogkEr ez itaol In fuct, 0 o ' 3 PR L nivla, leshor too
iz sovitedity Trom the noint visw of Zaner; wpatling systonl.
It 48 by making Egis cleur zr&ixxxﬂf£§ﬁk S T s e poated
as & cowntodityr /88328 rnot wmenn that XIm opevralions must tha pozarily
be earried ont solely an She BESS® basia of eogt rin

tiat msrizmm sismiflennt progress misht bs cade.
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¥emo on Calbraith

Dezr Frisnds: .
A e
Galpraitinte "AFfl-cant Eaciehga cutg descer thsa any work in economics
i
sisce Keynes' "Genersl Lheory'. Fut whiie Keyaes resained within tas eanfines

of his géiseipline, Galbraith iz esnsedously brangeending it.

To pat order ints wy mind T wiil closs it to the numersus darine avenues
opened Wp by Galbraith, and rectriet my thinking to three polnts of particular

interest te ovr craszsnt studiaes.

b

These are: (a) the 'market tasores' as one migab call the institutional

analryls of the eriglas sad history of industrial capitalism ag sect out in

Pihe Great Tramsformationt; (b)) the polarity of efficis=ncy and normstivity as

Lnhersnt in an dumanistic undsrsianding of a techmologically comples socieiy;

{¢) the Industrislization of Asia acd Africa.

SR A o m— i s

Faibrailh's work esnters on a reintercretation of the sopin—econonio

comiitions of Lhe Wegt, Ho rests his cage on the asserbion of an afil

Ssguisty ( in cangrast to the stark noveriy of the Mesrds—Narrian "first

World" )] and the insdequacy of sgovowmic analysis to deal with this fact.
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Ad {ajs: 2he "fgrket theorsm" starts from the Industrizl Bevoluticn az a

.I
‘prims canse, and 'exolains' the sariket-dyster 25 3 nenss of using exprnesive

aa2 for protuctizn. Cormarcizl espita
necozsary 'orgiriser! snc ‘riskbesrer'; Calbreiik?s 'poverty' and 'insecurity!
carry closely samilar connchations riski tarovgh "the irsl world®. add to

this Selerzsite’s "iresualitv® sxacsrbated oy the apread of market methods -
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Merx!) 'expleibeticn! - and our warkst tkeorem sufficisntly approximated

- e . e . Ly 1, R LI L = g T i r i
elomenig of "The LfT7Turrt Seciety! te serve a2 ar irtroduction to it.




True, the marteiethecrem attompis alss a funerions) smalveia of She
fietitions commodlity charselsr of man, neture and money &s wall 29 of the
tdochla !!‘I-‘:!M@I&_‘Ef of market dislecation on the ave hnnﬂ; the seif-nroteetion
of soeiety on the others 411 this s wors em@lﬁm_ﬁaw to, than divergent

from, Galbrasithts undaratuindine of typisa) zocis-edeuesic devolopmente in

e ——

“the firet werldr. e ——
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Hevertheless in the affluent featern sociely, the 'second world! as one

wight 6s11 it, an entirely new divesiive pssbulede @vargss in the forw of full

or near-full ol 5vTatt. ?}:_&i:imaﬁ:*i??rdirsamuﬂtv tn zeneml have

ﬁam permanantly radused 58 sourges »f congern, mmsmployvmant as & srecific
form of inssaurity has seined a new status. Iis sbzance has become an sbsolute
reguirement pf gecurity bat hag wpot vat besn safely ashisved. The ouboome is
an overvhelming siress on the ons Ffacior io which s}l iwprovement 1s due and
%o which alona we can ook for the untimate acisinment of the security nf.
employment, namely, intrassine production and oreduetivity, Hot beesuse short
of it inequality would tand s #mwj nor beeanse soeis) insuranee, savings,
anion strenziéh and sther antidates of insecuklty depend upon if, but because

if produation fallz off whemploveent is presant.

Galbraiih's stress therafore ia an jtm snbroakabie conbext of production
and emplovmant uru:":sr. a markat system, '-‘]E.‘:lf.'rh umiﬁrmﬁ;tma '5;'.}1:3 arizinal prime
contaxt of ?;‘niuntian and mrm;mptian. 'ﬁawmticath, the nanmpﬁ;:él syatem
of mconmeics has lost sris; prasticslly, the ori ginal orﬁarrlmt.iqn of industyy
finds itself in a condition of m}_tipl.a. u-neérhni_r;t,y.. Haw posaibilitiss, bath
good and avll, smerge s xgnmu%i& wants induced Ly uﬁwrﬁ.aiﬁg az a ‘depandence
effwt_' of productien; the filnsion of national sseurityd the need for shifting

the "socisl belines™ from privats o publie sarvicsg) & eyelieslly groduated
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coupensation to the unempleyed as ap antd depresaion measure; & new class
whose primery identifieation 18 with their joby investwent into the personsl
eapital of the country, together with other sims that flow from & humznistic

veivation of 1ife in saciety.
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(b) The interperetration of efficlency and narsstivity takes on sn unaxpected
asreet if produciion §5 sgein diversed Frow securily - a development which

may be anticipated once sffluense ig imstitulionalised.

The postulate of waximwm efficiency i a derivative of the post:late of
produstivity. Tﬁa gradual suhbordination of a1l hnman voluss o the postulate
of sfficiancy mirrored the vise of pradugtisn to an end in itself.: ne would
expect the reversal of this.garﬁaectiva tc be agcompanied by a weakening of

the primzte of afficlsnoy.

{e} OGelbraith spsaks of Western affluence, thereLy appearing to exclude tha
Bast. Bat the preasent West is the future Bsst. Whst csnclosions césn and

sheuld we draw Fram thia?
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