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THE WORLD ECONOMY FROM THE SOCIALIST VIEWPOINT*
Branko Horvat**
INTRODUCTION

There is little doubt that the world economy is in serious disarray.
None of its three segments escaped profound crisis. The first, developed
capitalist, world is struggling with colossal unemployment which not
only reduces significantly the use of available labour and capital re-
sources but also generates deep demoralization. The second, centrally
planmned, world is experiencing a great reduction in its growth rate
and a drastic deterioration of efficiency: capital efficiency s decre-
asing all the time and technological progress, as conventionally
measured, {s substantially lower than in the First World. Development
plan targets are no lomger being achieved, though being constantly
lowered, and the main target — catch up and overtake — is being
replaced by the struggle for survival. The thind, less developed, world
is hit by the calamities of the other two and om top of that lives
with hunger, disease and the widening gap in economic developrent.

There is scant comfort in the theoretical speculation that we are
living through amother Kondratief irough, exactly fifty years after the
last one. Neither do we denive much help from the knowledge of the
proximate causes: the collapse of the Bretton Woods world monetary
system in 1971, widespread harvest failures in 1972 and more than
quadrupled oil prices in 1973 with the emsuing accelerated inflation.
The Keynesian remedies failed to work in the First World. All that
economiic theory was able to add to our kmowledge was the dnvention
of a mew term: stagflation. The administratively planning medicine
proved to be equally deficient in the Second World. An unending
series of onganizational reforms made things only worse. The internal
difficulties of the two worlds, caused by anachromistic social and
economic arrangements, coupled with chaotic developments on the
globale scene, led to the breakdown of the old world economic order.

* The paper was prepared for the International Economic Association
Special Session on "Recent developments m Economics with special
reference to International Economic Relations,” within the framework of
the Allied Social Science Associations 1982 Anmual Meetings, New York,
28—30 December 1982,

** University of Zagreb.
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As a consequence, we see the spreading of protectionism, inward-

.. +looking philosophy and beggar-my-neighbour pragtice, national animosi-- .

ties, mounting conflicts, a revival of the cold war, and huge military
expenditures. We are living in a rather unpleasant world which is
frrational, exploitative, unjust and full of hazards. Is there anything
we can do about it? ) .

I do mot propose o explore the possibilities of a world socialist
transformation. Not only because such a task wranscends by far the
limits of a paper, but also because a socialist world order will become
possible only after the constituent parts, national states, have become
socialist. My task is anuch more modest. All I want to do is to look
at the world economic order, with all the existing constraints taken
for granted, firom ithe socialist point of wiew.*

Socialism is about equity, solidanity and rationality (hence: scien-
tific sodialism). These three characteristics are, of counise, contrary
to what we find in ithe contemporary world. But they also seem to
be widely shared values that provide impulses for change. I shall use
them o organize my analysis. Rationality is presumably in everybody's
interest. Thus I shall start by exploring the possibility of a more ra-
tional organization of world economic affairs, Equity and solidarity
are important for those who are weak and exploited, who lag behind.
These principles will be applied to the treatment of the less developed
countries and the widening gap. It will turn ouwt that the moral
puii!nuiples of equity amd solidarity contribute to the rational orgamiza-
tion of the world. Immoral rationality and drrational morality are not
arrangements that can be sustained for any length of time. Enlightened
realism and genuine idealism wonk. together. That being so, there is
some iscope for positive action.

FURTHER DEVELOPMENT OF THE UNITED NATIONS SYSTEM

If anything ds certain about the contemporary wonld, it is that it
has become an integrated and interdependent whole, It dis still very
heterogeneous, it has at least three very different segments, but the
Segments are mutually dependent. No one can live in isolation. Dis-
tances of every kind have been reduced tremendously; the globe has
contracted. The mations have a common heritage, such as the eco-
§):stem, the hiigh seas, outer space, and wital resources, which require
Joint management. The mations trade and interact with each other in
numercus ways which requires the establishment of various ocodes of
conduot and vamious global regulating institutions.

) Common dnterests and a common hernitage are often contrasied
with national soverdignty. The two principles are said to be firrecon-
c_illable and since the world order iust be based on -them, its founda-
tlons are considered rather shaky.

* For a complete theory of socialist economy see my Political Economy
of Socialisin, Sharpe, New™ York, 1982. There also the possibilities of so-

cialist transformation are examined for each of the three world segments
separately. -
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Yeot, is the situation within a modemn nation basically different?

The nation has obvious common idnterests. But Hts ditizens are so:

vereign dn a certain dmportant sense. They are supposed to enjoy
consumer sovereignty, they are allowed free initiative as producers,
they have legal integnity (habeas conpus) and are able to engage in
political activities as free and equal individuals. All ithis, of course,
within a system of social, political and legal morms. An international
system can be built up in a similar way. It will appear as a second
order or global system whose constituent parts or subsysiems are the
nations. The citizen at the mational devel and the nation at the global
level are bearers of sovereignty. There are cleamnly important differences
between ithe two sovereignties. But there are always differences when
we pass from one system devel to another. The point ds that a system
is a set of functionally interdependent pasts. The «design of the system
ought to take care that the pambs are functionally and mot disfunc-
tionally interdependent. )

A system may be designed in vamious ways, and an earlier design
may not suit the modern need. Janez Stamovnik, the secretary of the
UN Commission for Europe, has aptly described ithe stage-wise evolu-
tion of the world order: supramational or colonial in the nineteenth
century, transnational or meocolonial since then and an international
cne yet to be built.* Here the derm "intemnational” Emplies absence
of domination and the presence of genuine national sovereignty.

The mechanism that s available for the establishiment and
management of an international world order is, of course, the United
Nations system. It consists of a set of institutions such as the General
Assembly, the Economic and Social Council, the Secunity Council,
UNIDO, FAO, WUNCTAD, ithe International Labour -Organization,
UNESCO, the World Health Organization, the Intennational Commumnica-
tion Union, the International Monetary Fund, the World Bank and
some ‘othens. These dnstitutions are highly reminiscent of Parliament
and ithe ministries for foreign affains, manufacturing, agriculture,

_trade, labour, culture and education, health and communications. The

last dwo, IMF and IBRD, are a central bank and a development bank.
In tthis énstitutional structure there ds a conspicuous lack of a cabinet
government and of minlistries ©of finance and defense. Does this mean
tthat all that needs to be done ds to add the three missing dnstitutions
in order 1o establish a World Government?

The answer ds a definite No! — although the idea of a World
‘Government has been proposed rather frequently in the past two
centuries. There are at least two reasons for this No: (a) a World

* J. Stanovnik, Mednarodni gospodarski sistem, Dri. zaloiba Slovenije,
Ljubljana, 1982, p. 414.
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Govermment would perpetuate the ‘donﬁmaiiqgi(of" economically and
military strong nations and (b) it is simply not necessary.*

Since a Wornld Government is not desirable, am alternative solu-
tion 6s sought in voluntary agreements at ad hoc international con-
ferences. Pemmanently binding statutes and, in particular, institutions
with decision-making power are feared as preparing ithe ground for
World Government and are therefore rejected.** But this is a ron
sequitur. There is a clear third possibility.

For the system to wonk three components are necessary: decision-
making institutions based on consensus, techmical imstitutions based
on professional expertise and the carrying out of professional work
and various codes of conduct. Every mew change fn fntennational
arrangements must clearly be voluntanily megotiated by sovereign
panties and becomes binding only for those who ratify ithe convention.
After some critical mumber of mations have joined the mew covenant,
it becomes umniversally binding. The sanctions for disobedience are, of
course, not backed by police but are based on moral disapprovals and
the withdrawals of benefits coming from intennational regulation. In
particularly serious cases a disobeying freewider may be expelled
from omne or more UN imstitutions ending, in an extreme case, with
expulsion from the General Assembly. Im the so-called primitive com-
mumnities — which knew of no government or state — expulsion from
the commmunity meant death. In the snodemn interdependent world the
inability to participate in international arrangements means something
close to mational suicide. Benefits always imply obligations and respon-
sibilities.

For a modern economic system to work, the following minimal
set of institutions seems mecessary:

1. A-Central Bank which takes care of shori-term adjustments.

2. A Development Fund which makes possible the full use of all
available resources in the long sun.

3. A Treasury which collects financial means for market and non-
market interventions.

4, A Planning Organization which coordinates all activities on an
ex ante basis.

5. A Tribunal which adjudicates conflicts among the parties.

* And, in fact, UNO is not moving in the direction of the World
Government, It suffices fo take a closer look at how its "ministries”
operate, Take the "ministry of agriculture”: FAQO provides technical
assistance, International Fund for Agricultural Development provides
funds, the World Food Programme is a joint undertaking of the United
Nations and FAO designed to provide food aid to less developed countries
in order to help them in carrying out development projects while the World
Food Council, organized as an interministerial body, has the political role
of overseeing developments in the field. .

** Stanovnik is one of those who express siuch views: "The idea of
the World Government, World Central Bank or World Development Agency
(proposed by the Brandt Commission) is not comsonant with the principle
of full national sovereignty.” "The idea... of taxation at the world level
is the first step to the World Government. And the World Government...
ineans going back to hegemonistic relations of domination...” (op. cit., pp.

16, 510).
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Apart from the dnstitutions and functions mentioned, though of
somewhat lesser impontance, there ds the management of food and
raw matenial supplies which tend o fluctuate both absolutely and
also relatively ito unstable demand causing wild fluotuations of prices.

Let me mow dramslate rthe above general scheme imto a set of
United Nations institutions.

1. The International Monetary Fund ds an obvious candidate for
the World Central Bank. As any Central Bank, it must be a last resort
lender. But umlike other central banks, &t does mnot deal with com-
merocial banks; instead it helps mational central banks. In this wole it
is instrumental in establishing balance of payments equilibria fin na-
tional segments of the world economy. For that it must have a legal
tender in onder to provide ithe mecessary liquidity for international
financial #ransaction. Special Drawing Rights represent a possible legal
tender. In order to become a world curnrency, "paper gold”, SDRs must
be fraded like any other cumrency. At present, SDRs are confined to the
system of national central banks. The next step is ito seoure free entry
into the finternational monetary manket, An extension of the functions
of the SDRs #s to link them with development finance. S

.Let me note in passing that there s haxdly any doubt that a single
national ocurrency, such as the U.S, Dollar, could in future serve as
world money. For one thing, the world economy thas been growing
much faster than the American economy and though the latter is still
the Jargest mational economy in existence, it no longer domfinates the
global economy; exponts” and monetary reserves of other advanced
countries taken together are several times larger than those of the
United States. For the rest, the world economy can no longer be
dependent on the vagaries of a particular mational economic policy
and, moreover, would not finance the deficits of +that economy. In
this sense, the abolition of the Dollar convertibility imto gold in 1971
represented not only the end of a particular international arrangement,
but the end of an era. In the transitional period the Dollar will be
joined by a few other currencies of the economically strongest nations
in performing the role of a world reserve ourrency, which has so far
proved to have destabilizing effects. In the end, orderly mangament
of world finances will require the replacement of gold by a single
internationally recognized Teserve currency. Whether s distribution
will be mentral or will be used to effect the transfer of real resources
ito those who lag behind — which s an exact reversal of the former
praotice when the michest country was financed by the rest of the
world — depends on the extent to which the enlightened selfdnterests
and soaialist principles of equity and solidarity will prevail.* But in
any case, the solution will be negofiated among free and sovereign
nations.

* There are at least three possibilities: (a) allocation of a portion of
SDRs to international development agencies, (b) allocation of SDRs to
Fund members based on an agreed undertaking by the richer recipients
to transfer part of the SDRs to developing agencies and (c) increasing the
quotas of SDRs for the less developed countries.
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financial resources from rich to poor countrigs;. this is a rather
important potential source of international taf¥revenue. - ]

(6) Voluntary aid contributions. In 1970, the UN General Assembly
requested of each developed country that in the course of the Second
Development Decade the net flow of financial resources to LDCs be at
least one percent of their GNP of which 0.7 percent in the form of
official development assistance. Implementation of the goal was disap-
pointing: 1970 — 0.52 percent, 1979 — 0.39 percent. Only the OPEC
countnies, Sweden, Norway and the Netherlands surpassed the goal.
The CMEA countries transfenred only 0.12 percent of thefr GNP. Yet
these figures are no reason for despair. As long as at least some coun-
tnies do their job properly, others will follow in due course.

The establishment of the UN Treasury implies a multilateralization
of aid. Multilateral ajd is generally considered more efficient and more
desirable than bilateral aid. That, hiowever, is no reason to prohibit the
latter. Since England dis more likely to give aid to India and Pakistan
than to, say, Bolivia; France to her francophore pantnens in Africa and
the Soviet Union to Mongolia, Afganistan or Vietnam — than to many
other countnies, by exploiting such bilateral preferences the total
volume of aid may be substantially increased. In fact, I see mo reason
why the dax credit device should mot be transplanted to international
taxation, and thus give great freedom — and jincentives — to donors
to choose the forms of aid and their recipients.

4. Twelve years ago, at an international conference, I first sug-
gested the establishment of a World Planning Agency within the UNO.*
The idea was mot at all applauded. The spokesmen for ithe developed
world said that it was not feasible because the big powers would mot
resign their power to shape world affairs. It was also safid that mo-
nolithic central planning was both dangerous and inefficient (Robinson,
Ohlin). Mahbib Ul Haq, speaking from the point of view of the Third
World, called the ddea irksome, impractical and unacceptable. He
concluded that "the underdeveloped countnies should be allowed to
develop in their own fashion, according to their own stages of de-
velopment, without being subjeoted to prefabricated models ©of
development from a central agency.”** Having been born and raised
in a less developed country, I easily agree. But tthe issue was deeply
misunderstood. Perhaps the name I was using was misleading,

Planning, like democracy, is a word with many meanings. Since
planning was first practiced tin the Soviet Union, its ceniral, admin-
istrative, authoritarian planning dis mostly taken as paradigmatic. But
that is mot the type of planming than can be applied to a world or-
gamization. What is needed is prediotion, amticipation amd co-ordina-
tion. Administrative order-giving has mo place.

The UN system has reached such a degree of complexity that
co-ordination is becoming cmcial. No wonder that only a few years

* B. Horvat, "The Gap between Rich and Poor Nations from the .

Socialist Viewpoint”, in G. Ranis, ed.,, The Gap between Rich and Poor
Nations, Macmillan, London, 1972, 96-111,
** Ibid, p. 117. .
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after my proposal a group of 25 experts, headed by Al Noor Kassum
of Tanzania and appointed by the 29th General Assembly, reached a
Similar condlusion as I did* The group called for a revitalization of
the Economic and Social Council which was. to become the world
economic forum. The Council is to be served by the Secretariat's
department for Development and International Economic Cooperation
which is a sopt of Planning Bureau. The department dincludes two
sectors, Development Authority and Research and Policy. An Advisory
Committee on Economic Cooperation and Development is attached.
It includes ithe heads of IMF, IBRD, UNCTAD, UNIDO, ILO, FAO,
UNESCO and WHO and the secretaries of the Regional Commissions.
Thus 'the World Planming Organization would consist of a professional
Planning Bureau, ECOSOC as a political decision-making body and
the heads of various UN agencies and commissions.

If planning means an agreed upon ex ante co-ordinalion of eco-
nomic activities, the World Planming Organization should ¥mprove
upon present praotices in international economic development in all
four major fields: financing development; stabilizing comanodity flows;
promoting and stabilizing trade; advising and assisting in the im-
plementation 'of programmes. In order to do that, it would have to
engage in ‘the following activities (here I am quoting from my 1970
paper):

(a) Co-ordination of ithe activities of existing iniernational asen-
cles. By co-ordination I mean a commonly agreed plan of action. £Jrhe
W.P.O. will also provide an informational and data-clearing Function.

(b) Working out development forecasts and development program-
mes for the United Nations and associated institutions. The national
planning bureaus may become affiliated to the W.P. 0., and so world
planning may be conducted din a truly democratic fashion with full
infonmation accessible to everybody concerned. Nor should one un-
derestimate the political educational value of such Co-operation.

{c) Giving advice and rendering services #n the field of de-
velopment either when ordered to do so or on its own initiative., The
W. P.0. should become an organization to which any government may
confidently turn at any fime for adwvice and help. Most of the work
will probably be done by other agencies outside the W. P. 0., but the
W.P.0. must provide for an efficient channelling of requests,

(d) Proposing the distribution of avaflable Tesources among Te-
gions and countries. The wdistribution programmie becomes operative
when approved by ECOSOC.

(e) Assessing the performamce of assistance recipients and control-
ling the conduct of assistance donors.

In order to win confidence and function efficiently, the W.P.O.
must be administratively independent, display a high degree of profes-
sional competence and intellectual excellence and have sufficient finan-
cial resources. The first condition 4s a matter of organization, the
second hinges very much on the success of research, the third is
catered for by the UN Treasury.

* A New United Nations Structure for Global Economi - i
UN Safes Mo. B 7511, A T f omic Co-operation,
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5. The last two decades have witnessed an gxplosive developmont
of international ecenomiic:daw, both privaté-and public. Arbitration
rules and vanious codes of conduct (for Transnational Corporations
and the Transfer of Technology) belong here as well. International
law requires an International Tuibunmal. The one in the Hague is a
possible candidate. It hardly needs to be added that national courts
are teplaced by the International Tribunal when the parties — private
>r public — so stipulate.

Once international business cycles are — if not eliminated, then
at least — brought under some control, the task of stabilizing food
and raw material flows becomes tnuch more manageable. With ap-
propriate changes the national solutions — buffer stocks, compen-
satory finance* to stabilize export earnings and a Common Fund, as
proposed by UNCTAD — can be applied. That, of course, is much
easier said than done and the North-South negotiations have not
been partioularly successful so far. However, partial actions are
always much more difficult and less efficient than those which are
negotiated as constituent pants of a consistent overall programme.

Efforts to introduce some order into entropic international eco-
nomic relations are often opposed on the ground that this prevents
the free flow of commodities, capital and labour. Addressing an in-
ternational symposium on the Seventh Special Session of the General
Assembly, the Netherlands Pdime Minister J. den Uyl remarked that the
global system we had was simply not one of free entenprise and free
markets. The principle of open and expanding trade was contradicted
by the practice of low tariffs for raw maferials and- high tariffs for
industuial products blocking the indusinialization of the poor countries.
\One may add that the GATT philosophy of free trade has been violated
by agrarvian protectionism ail the time and by all sorts of protective
measures by DCs now, so that even wich countnies cannot agree any
longer. Instead of the free inovement of capital, capital creation and
credit systemns were dominated by the United States and Europe. In-
stead of the free movement of technology, the patent system restricted
its use to wich countries. And raw matenials are mo longer readily
available. "This illustrates — conocludes J. den Uyl — that the inter-
mnational economic system ds not as free as ofien said, and that our
choice is not one between a free system based on free entenprise and
a completely planmed economy. Our real choice is between our present
system which is largely guided and manipulated for the benefit of the
nich countries and a system directed towards solving the problems of

* Buffer stocks can stabilize supply but cannot create non-existent
demand. Compensatory finance can stabilize producer prices but cannot
unprove or even preserve the terms of trade if demand is not forthcoming.
That is why the scheme is of secondary importance, the expansion of
trade being crucial.
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division of income and property, of scarcity of natural resources and

of the despoiled envirommend.™*. o : .
The evidence accumulated in the seven years that have passe:d

since the above statement was made requires that it be corrected in

only one respect: the present system works against the interests even

of the rich countries!

BRIDGING THE GAP

Two centuries ago the gap between rich and poor countries — as
measured in terms of per capita product — was less than 2 : L. Todz}y
it s 39 : | with a widening tendency.** The industrial revolution 4n
FEurope, which started in the late XVILIth century, catapulted a small
number of countries into the growth orbit while most of the world
was left stagnant, occasionally even regressing economically.

When the gap between rich and poor segments of a si'n.gle. .nzlt‘l.cmz\l
sooiety transcends a certain critical point, internal stablihty'as lmke.ly
to be jeopardized, violent class war ensues, the economy is disorganiz-
ed and social eruptions of various kinds put an end to the orc.lerly
life of the mation. The disruptive consequences of great ni.nternamo.nal
differences are no less dangerous for the orderly life — even survival
— of the global society. At best, they prove to be '\’éi[‘y costly; at
worst, they may become fatal. In a small and contiracting ‘world no
one can live in splendid isolation and hardly :myon‘e can avoid becom-
ing a victim in case of a serious world conflagration. The -t\?o. world
wars — although generated by different causes — are a suff:w]ent re-
minder. Mankind can scarcely afford a third one — without jeopardiz-
fag its very existence.

The consciousness s gradually spreading that we all have stakes
in a civilized world in which the differences between rich zmd poor
nations will be greatly reduced, in which the most debilitatiiz oid
wrones will be redressed and in which all nations will feel a:t hc_)me.
Thush*it is rational to do something about it. The socialist principles

* The Seventh Special Session of the General Assembly, United Nations,
New York, 1975, pp. 16—I17. . .

** 1, Dragidevi¢, Novi medunarodni - ekonomski poredak i Jugoslavija,
FVT, Zagreb, 1982, p. 105.
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systematize our approach.* s T o TP

In May 1974, at the vequest of Algeria, the Sixth Special Session
of the UN General Assembly was convened. It produced the Declarat-
ion on the Establishment of a New International Economic Order.
This event heralded the begimning of a mew era. The Declaration en-
visaged the New International Economic Order to be based on the
following principles:

1. Sovereign equality of States with self-determination and mnon-
interference.

2. Full sovereignty over matural resouxces including the dight to
nationalize private businesses.

3. Supervision of fransnational corporations. :

4. An equitable relationship between prices of ewported and im-
ported goods of the less developed countries. _

5. Preferential mon-reciprocal #reatment for the less developed
countries. :

6. An adequate flow of real resources to LDCs.

7. Promotion of the transfer of technology to LDCs.

The first two principles represent some kind of constitutional
nights of an unwritten world constitution. The others deal with equity
and solidanity. For expository pumposes I shall translate equity dmnto
equal stacting positions and solidanity into aid. This will enable us to
undertake an analysis of the substance of the 1974 Dedlaration. It
will transpire that there are two main channels for fostening develop-
ment: (a) providing access to markets and securing equal exchange,
both of which are preconditions for expanding trade and (b) effecting
a real transfer of resources including the ¢ramsfer of technology.

of equitly and solidarity provide further motivation and also help to

{a) Equal starting positions

The political system of a nation ds shaped by those who hold
power. Similarly the world order is shaped by and in the interest of
the world powers. Pax Britannica was replaced by Pax Americana and
the latter is in the process of being replaced by Pax Trilateralis and
Pax Sovietica in the two secluded parts of the contemporary world.**
In Bretton Woods American views prevailed; GATT was created as a
rich countries’ club which remained outside the UNO and changes
only slowly and with great difficulty; the World Bank has an Amenican

* It is sometimes said that the reforming role of the less developed
countries in the world is similar to that of the working class in society.
Whatever the ideas, wishes or moral trails of individual workers, the
existential needs of workers as a class of individuals make them supporters
of the socialist transformation. Similarly, less developed countries do not
necessarily represent ideals of human decency and social ethics — and
some of them have abominable political régimes and social orders. Yet
they represent a class of countries vitally mterested in improvement in
international ethical, political and economic standards since these are
preconditions for their national survival and human emancipation.

** Hopefully this is a transitional stage to a truly international world,

AP o= .
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president (though this is more a status symbol than the requirement

of real interests); the International Monetary Fund js dominated by - .

the vote of a small number of mich countnies; international capital
search activifies of transnational corporations — which dominate worla
wrade and produce one fifth of world output — are located in rich
~ountnies; and so on. This state of affairs can be changd only slov«_rly
amd by political means. For this purpose, the -].ess‘ developed coumntries
set up various organizations that cater for thelr interests. The Cf:.ntraﬁ
organization for the demoocratization of world ‘.pf)h‘tlcal life is, ot
course, the General Assembly. Though po!ﬁiﬁicai deciisions are, obviously,
ported goods of the less developed countnies. ) - )

If a mational economy is left to operate of its own accord in a
laissez-faire fashion, the dnitial wegional differences in development
will tend to magnify and soon a process of polarization will set in.
crucial, I cannot pursue the matter further. Let us, therefore, turn
our attention to economics proper.

It is easy to explain the phenomenon in terms of exteimal economies
and inputoutput relations. When a thind factory is built at a place
where two have already been in operation, it can make use of the
available transpontation, communication and social serviices imfl'asbgupt-
ure, the supply of skilled iabour, repair facilities etc. Such externalities
may be crucial foramnew firm. On the other hand, the empty cells of an
input-output table of an underdeveloped region make it necessary ithat
each increase in output be preceded and accompanied b¥ purchases of
capital and intenmediate goods from a developed region. Thus the
growth of the developed region will be accelerated. The effects are
sunprisingly great. Even dif the developed region makes a ‘m?t f:manoml
transfer as a pure grant to the other region, the output will increase
more fin the former than in the latter. The rich become aicher éeven
when engaging in philanthropy*.

Now, if such ds the case when both regions belong to one national
economy with common borders, a common tax and budgetary system
and common mational interests, going beyond the mational frontiers
can only aggravate the situation. Tariff and mon-taniff barriers and
restrictive practices, the dncomparably greater financial power of
corporations from developed countries, biased international institutions, "
trade marks — all these make access to the world market exceedingly
difficult for the latecomers. Thus, formal equality of the partners and
formal firee trade — which is ithe philosophy mnderlying, for instance,

* Here are two illustrations. The regional differences in terms of per
capita output between North and South in Jugoslavia are 2 : 1. If 100
million dinars are spent in the South, the northern output will increase by
123 million and the southern ome by only 105 million dinars (B. Horvat,
-Medusektorska analiza, Nar. novine, Zagreb, 1962, p. 173). Similar were the
findings of Chenery in Italy. Here the initial investment of 150 billion
liras in the South generates an increase of income of 160 billion in the
industrial’ North and of only 131 billion liras in the underdeveloped South
(d. Chenery, P. Clark, Interindustry Economics, Wiley, New York, 1955,
pp. 314—18). .
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GATT — implies real inequality and real cﬁlstopbiz)‘g; of trade*. In onder
to establish .equal. starting positions, unilaigral; non-reciprocal pre-
ferentials are neceéssary. Besides, the giant transnational corporations
must be dnternationally controlled and restrictive practices eliminated.
The United Nations have already taken the first step in this direction**.

The second important consequence of empty cells in national input-
output matnices is the lack of diversified exports. Less developed
countnies derive about 80 per cent of their export proceeds from

exporting only 12 commodities. Since demand elasticities for these -

commodities are quite low, ‘their prices tend to fluctuate wildly. For
the same reason and because foreign exchange needs cannot be co-
vered from other sources, their prices tend to be low and ito lag behind

“the export pnices of developed countries. A possible remedy is in-
dexation***, compensatory finance and buffer stocks. There is no need
to add here to the expanding technical }iterature on the matter. Suf-
fice it to say ithat appropuniate stabilization regimes have been worked
out for the national economies and that similar regimes are technically
feagible at the global level as well. :

Finally, even if international trade wonked according to the text-
book model of perfect competition, there would still remain unequal
exchange. As shown by Arghiri Emmanuel****, due to differences in
national wage rates, caused by differences in development levels, huge
amounts of labour (income) of the poor countnies are appropriated by
more developed countries through international trade. Lagging in de-

* "since over half of the Third World manufactured exports take the

form of intra-company trade — remarks Lance Taylor — the presiding
transnationals can easily set their internal prices to take profits where
covenient while still satisfying all GATT provisions regarding non-dis-
g;:lsr)ninalow trade” ("Back to Basics,” World Development, 1982, 327—36, p.

*¥ The General Scheme of Preferences, which was first negotiated in
Tokyo in 1973 under the auspices of GATT, provided for unilateral tariff
concessions to be granted by rich countries. UNCTAD IV called for an
extension so that LDCs' exports of manufactures and semimanufactures
could enter duty-free into developed country markets. The Convention
signed in Lomé in 1975 between the nine-member EEC and 46 LDCs from
Africa, the Caribbean and the Pacific provided for the latter duty-free
access 1o EEC markets on a non-wreciprocal basis for all industrial and
almost all agricultural products. Moreover, a stabilization fund was set up
to smoothe out fluctuations in foreign exchange earnings from a dozen
primary exports. In the UNO a Commission. and a Centre were up to
supervise the operations of transnational corporations. Since three-quarters
of transnational activities are in DCs, the OECD drafted a code which they
were supposed to observe. Later a UN Code -of Conduct was also drafted.
In 1980 the General Assembly passed as a resolution The Set of Multilaterally
Agreed Equitable Principles and Rules for the Control of Restrictive Bu-
siness Practices, The Resolution is mainly directed against the practices
of TNCs which restrict access to markets to third parties.
. . ™= Indexation, i.e. linking export prices with the prices of imported
industrial goods, is opposed by DCs and, also can hardly work if supply
outpaces demand. Since cartel-lice restrictions of supply are not particularly
de51_rab1e (or even realistic), the expansion of trade is a preferred solution.
Besxdes, since DCs also export raw materials and LDCs also import them,
indexation, even if it could work, would not do much good,

*k*r A, Emmanuel, Unegual Exchange, Monthly Review, New York, 1972,
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velopment means. that wages are low, which affects the whole cost
structure. LDCs export-dwo kinds of commodities: » non-competitive
such as tropical fruits and competitive such as labourdntensive textiles.
DCs defend their intennal markets by #mposing high tariffs on labour-
intensive goods and appropriate the surplus of ithe poor by buying
cheaply their spedific non-competitive produots. .The textbooks and
our principles would require that taniffs on labour-intensive products
be abolished. But apart from ithat, some sort of export duty must be
imposed on non-competitive exports in order to equalize wage dil-
ferences between poor and wmich*. This export duty may be collected
either nationally, or by the UN Treasury.

We have thus reached a straightforwanrd conolusion. In order to
equalize starting postitions, developed couniries must remove all tariff
and mon-tariff protection for Smports from the less developed parts
of the globe** and also effect a certain amount of net transfer of
resources. Tariff protection cannot be removed overnight since that
would badly hunt old industries in DCs. Thus, instead of removing the
tapiff dmmediately, it may be retained but the iproceeds be returned
to the exporting LDGCs. In the countries with administered prices
(CMEA and other administratively planned economies) this would
imply handing over ithe difference between the import and home prices.

In this way DCs will have an economic dncentive to reduce taxi{fs

on LDCs commodities as quickly as possible. The process of global
adjustments can be speeded up by the UN Planning Onganization and
the UN Development Fund. -

So far, I have been talking of only two segments of the world
economy: ‘the developed and the less developed one. Since there is a
relatively small number of developed countries and economic dif-
ferences among them are mot too great, they may be ireated as a
homogeneous group. Not so the less developed segment of the world.
For reasons explained elsewhere***, there is quite a strong non-linear

* Export duties would increase prices, and higher prices would generate
larger export earnings only if demand elasticities are sufficiently low and
supply keeps being matched or outmatched by demand. It is_Instructive
to mention yet another obstacle of an entirely different kind. In 1971 the
producers of bananas in Central America (UPEB) imposed an export duty
The transnationals (United Brands, Standard Fruit and Del Monte) staged
a boycott and the attempt of banana producers to live up to the Emmanuel
theory was frustrated.

*% This is a necessary but not a sufficient condition. The Lomé Con
vention, for instance, did not improve the position of 46 LDCs at the EEC
market. The reasons were: (1) a reduction in the EEC Common External
Tariff, (2) the application of the General Scheme of Preferences and (3)
the exemption of certain agricultural products from dutyfree access,
restrictive rules of origin and a safeguard clause (J. Moss, J. Ravenhil},
"Trade Developments during the First Lomé& Convention,” World Develop-
ment, 1982, 841—56). On the other hand, the EEC preferential trade
agreement with Mediterranean countries in the 1960s and early 1970s
boosted the preferred exports of iextile and clothing to the EEC markets
(R. Pombret, "Trade Effects of European Community Preferences to Me-
diterranean Countries,’” World Development, 1982, 857—62),

*** B Horvat, "The Relation between Rate of Growth and Level of
Development,” Journal of Development Studies, 1974, 382—94.
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correlation between the level of development and the rate of growth.
The correlation: analysis provides a simple dird “straightforwand criterion
for the classification of less developed countries into four distinct
groups in ascending order of development*:

(1) The poorest countnies in the dmitial stage of development with
almost stagnant economies on a per capita basis. The gap between
them and the rest of the world is rapidly widening.

(2) The developing countries which "took off” but are still not
catching up.

(3) The wapidly industrializing countries (such as Southern Europe,
some CMEA countries and parts of Lafin America and the Far East)
which are achieving high rates of growth and are catching up, oc-

casionally very quickly. Japan used to be fin this group, but has in the’

meantime caught up and s now in group (5). :

(4) Possessors of am unusually dmportant raw mmaterial. Nowadays
this s oil. Thus, the OPEC group ought to be classified separately.
Countrnies dn this group meed not be more developed tham those in
group (3), but the high rent from oil generates huge revenues available
for fast growth.

It is sometimes said that such a classification is undesirable since
it undenmimes solidamity among the less developed countries. But this
reasonimg seems to be devoid of sense. If the pminciple of equity is
to be applied, it snust be applied universally. If developed countries
— which may be denoted as ghoup (5) — are to open up and remove
unilaterally all barriers to trade for other groups, the same principle
applies to every other group down the list. In other words, whatever
preferential treatment fis received from those located upwards, must
be made available ito everybody placed dowmwards. This is the con-
temporary meaning of the old "most preferred mation” clause. Only
the poor of the world have no obligation to grant monweciprocal pre-
ferences.

This brings ms to the problem of collective self-reliance. Though
the development game cannot be played without DCs, there és a lot
that IIDCs can do by themselves to fimprove their lot. Of panticular
importance fis regional development planning administered by groups
of meighbouning LDCs. The profitable size of oufput capacity im many
lines of production ds often substantially larger than the size of the
market in a poor country. Due to circumstamces, the sunplus capacity
cannot be mused for profitable export. Thus, a vital precondition for
rapid development fs productively oriemted wegional economic din-
tegration. Quite a few attempts have been made so far, but the success
has mot been spectacular; mnationalistic Iimitations and less than
responsible ‘governments perhaps provide, an explanation. The Sixth
Special Session of the UN General Assembly and UNCTAD called for

* Similar classifications later became quite common. For instance
group (1) is called Least Developed Countries and the General Assembly
and ECOSOC established in 1971 and 1976 twenty nine of them and so did
UNCTAD IV in 1976. Group (3) is frequently called Newly Industrialized
Countries, The OECD study INTERFUTURES (1979) classifies LDCs into
practically the same four groups, etc.
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the formation of producer associations for joint marketing arrangem-
ents, orderly- commigdity trading, improving export incomes and terms
of trade. There are already producer associatioms in existence for
bananas, bauxite, copper, cocoa, rubber, tea, tin, fungsten, phosphates
and coffee. The Manila meeting of the Group of 77 accepted the
proposal to establish a programme of economic cooperation among
LDCs. Apart from the already mentioned areas of cooperafion, the
need was stressed for establishing mulbinational entenprises in such
fields as aviation, shipping, insurance and banking and for financial
aid by oil-exponting states to other LDCs. The ideas are forthcoming;
the implementation seems to be somewhat lagging behind.

{b) AID

Even if bamriers to trade and growth are eliminated and some
resources tramsferred in order to equalize stambing conditions, the dif-
ferences in the level of living will sfill remain tremendous. Human
solidarity requires that less developed mafions be helped to speed up
their economic growth. For that we meed a considerable transfer of
real resources.

In this context two types of resources can be distinguished:

. knowledge amd financial resorces. The transfer of knowledge can be

affected by improved techmical asgistance and by fadilitating the
transfer of technology. UNDP and UNIDO are supposed to take care
of that. The financial tramsfer is effected by ithe Development Fund.
Financial transfers can wmnder wspedific conditions be replaced by
transfers of real resources (suoh as food).

The transfer of resources #s used primarily for investment. De-
velopment investment can be classified dnto two categoriies: invest-
ment in social overhead capital (schools, hospitals and, possibly, the
transportation network which only pays off slowly) and directly pro-
ductive investment. Development assistance consists of unilateral
transfers (gramts), loans on concessional terms and comumercial loans.
The first category fis essemfially a budgetary subsidy, the other two

- represent development loams. Grants will be wsed to finance social

overheads and doans for directly productive investment.

As far as the transfer of resources is concermed, we may postulate
the following critenia. If a man, regardless of where he was born, is
10 be treated as a human being, he must enjoy an adequate diet*, and
must have access to medical and educational facilities. These three
requirements will in principle be met by budgetary subsidies (unilateral
transfers) administered perhaps by UNICEF, WHO and UNESCO.
There ds also another reason for this approach. If we succeed in
educating people and keeping them healthy, they will soon fiind ways
and means of generating fast growth., In the poorest countries (group

* For instance, it is now well known that prbtein d_eficiency in the
early years of life has an adverse effect on future physical and mental
development, Prenatal malnutrition causes retardation and brain damage.
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1), investment in the transpontation network also qrggéh'-ﬁie‘s fior budgetary

subsidies. Otherwise such countries ‘soan_ubgcéi'n‘érsirddlcd with heavy; .

debt servicing which has depressing effects on growth.

A UN study indicates that as a country weaches an average per
capita income of about § 400 .{in 1960 prices), it comes very close to
the health and educational standards (as measured by tife expectation,
infant mortality, caloric value of food consumption, quality of diet,
enrolment ratio and literacy rate) characteristic of contemporary ci-
vilization*, In other words,. at a centain not very high level of de-
velopment an average countiry amanages :to finance fts social services
cut of its own income and so there dis mo need for further subsidization.

In general, group (1) of counimies will rely heavily on subsidies and
loans with no interest charges; group (2) will to some extent replace
subsidies by very soft loans and finance other development needs by
moderately soft loans; group (3) needs no subsidies and most of the
loans will be on a commercial basis while group (4) appears to be a
net exporter of financial capital. The volume of necessary finance, and
also its ‘distribution, may be detenmined by wusing the criterion. of
gradually closing the gap. This means that all four less developed
groups must develop substantially faster than the £ifth, developed
group. What "substantially” mmeans in concrete terms is tfto be de-
tenmined by political negotiations™**. .

"With assured finance for the social infrastructure, with large
amounts of foreign exchange at their disposal, with expanding foreign
markets providing sufficient revenues for ithe Tepayment of debts and
with access to development finance depending on performance stand-
ards, most less developed countries should be able to accelerate their
growth appreoiably and begin to close the degrading gap between mich
and poor.

Closing the gap is the responsibility of the entire fntennational
community, No group can be exempted. In this context the position
taken by the CMEA countnies — that they are not historically res-
ponsible for the gap and therefore are mot obliged to help, at least
not as imuch as others — requires comment. This position s well
represented by the statement made by Andrel Gromjytko, the Soviet
representative, at the Sixth Special Session of the General Assembly:

"We shall never accept, either im theory or in practice, the fal-
lacious concept of the division of the world into ‘poor' amd 'mich’
coumntries, a concept which puts the Socialist States on the same

1961 * Rizport on the World Social Situation, United Nations, New York,
1961, p. 41,

** A target which to me looks reasonable — though it falls short of
what is desirable — is to close the gap at a rate which will enable the
least developed group to come within a generation so close to the most
developed "group that the time distarice will not be greater than'a ge-
neration. In other words, after thirty years the poorest group would be
able to reach the then achieved development level of the most adyanced
group! within the next.thirty years. Individual members "of the .poorest
group can, of couise, bridge the gap much more quickly depending .on
their own éfforts. . . - T : R
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footing as certain other states which extracted so much wealth
from the countries which were *under ~the:iColonial yoke. The
authors of the concept are not only concealing the basic difference
between sodialism and impenialism, but at the same time are
completely disregarding the question of how and at whose expense
the high level of dependence was achieved.”*

The statement is meither histornically correct nor is it accepiable nor
has it anything to do with soocialism. As for historical responsibility;
Czanist Rlll!S'S'la. was also one of the big imperialist powers, Easten{
Germany is a pamtial heir of another big smpenialist power and even
small Hungary recklessly exploited nations under her rule** Interwar
Germf'my, Hungary and Bulgania were fascist allies that caused a lot
of misery in the world. And the ancestor of CMEA, COMINFORM
caused great damage 1o my own country. Thus OMEA countries have
o _better historical record than the others. Next, not all advanced
nations have a colonjal past — the Scandinavians or Canadians, for
?'I_lstanc.e — and yet they accept their share in providing aid. Finally,
if we find a beaten up man in the street, we shall help him wegardless
of who was the cause of his sufferings. Since the Council of Mutual
Economic Assitance includes countries at various levels of development,
the_grqup’s economic potential is imore modest than that of advanced
capitalist countries and so ‘their international economic obligations
are smaller. Yet, the share in the LDCs’ exponts of only 5 per cent
and the transfer of resources of only 0.12 percent of their GNP are
obviously far below their international obligations. Besides, such a
degree of isolation is detrimental to their own economies.

There is, however, a case for a different kind of responsibility, a
selfwre_sponsfibilirty. Less developed countries are entitled 4o international
he!p if they use it responsibly. Being poor does mot necessarily Jmply
bem'lg decent. Closing the gap between rich and poor countries inter-
nationally makes little sense if at the same time the gap between rich
apd poor citizens fs widening within national borders. If international
aid swells the pockets of minfisters and other members of the rulling
strata, it ds obviously self-defeating. -

Intranationally, individuals are sovereign and basically responsible
for their choices. Inter-nationally, the same applies to mations -(states).

* Quoted from J. Sh. Singh, 4 New International Economic Order,
Praeger,.New York, 1977, p. 10. A similar statement was later issued by
the Soviet government: ”.,.there is no ground — nor can there be —
for the requests addressed to the Soviet Union and .other Socialist states,
as are for instance the requests of the less developed countries dirécted
to developed capitalist states, including the request for an’ obligatory
contribution of a certain percentage of the mational output to less de-
\'elogfd countries as economic aid" (Pravda, 5th October 1976).

For instance, Hungary quite brutally exploited Croatia in the half-
century before the First World War. The value of the resources plundered
and the damage (;aused_ by retarded development can be estimatéd without
much difficulty. Y et, neither have I, as a Croat, any intention of presenting
such a bill (capitalized at an appropriate interest rate) to the Hungarians,
nor are they able to honour jt. . ’ .
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The states have to qualify for fntemnational assistance. (Medical, food
and “educatiénal “programmes are mot subjéét ¥o qualification criteria.
Here it §s the suffering of individual human beings which calls for
joint action). If a fascist regime is helped, that would mean prolonging
fascist terror over the population. If an economy with an exitreme
imequality of income distribution ds helped, that would mean support-
ing class exploitation, assisting the zich to become richer while keeping
the poor in their squalor. If.the natioms that wage wars against their
neighbours are helped, that would not only mean a waste of resources
but would also encourage the agressors. None of that has anything
to do with human solidanity or with imternational responsibility. In
fact, the cases mentioned contradict both.

While the financial oniteria for doans given by the IMF and World
Bank have been worked out in great details, anitenia for eligibility in
the wider social sense are still not available. Work in this area has
hardly begun. The dangers are obwious: the criteria mmay be misused
for the imposition of own values and preferences. But that meed not
happen. Conditions of eligibility can be conveniently stated in terms
of protection of human rights: social, political and economic. Since
vamious UN covenants on human rights and state duties have obtained
practically unanimous support, there is high degree of agreement on
what are the minimum standards that a contemporary state must
satisfy in order to be considered civilized. These standards can be
defined dn very precise terms and can be objectively tested. Thus
agrarian refonm, income distribution equalization and the reduction of
anmament expenditures may be included among these conditions in a
similar way as the control of inflation, reduction of the balance of
payments deficit and payment of interest charges. States which do
not pass such tests will be excluded from international assistance
programmes, will lag behind in development and will evemtually have
to be reformed. Thus helping development will also contnibute to rai-
sing standards of international morality.

Iaternational solidanity, like any other kind of human solidarity,
is a moral principle. It can work only if ¢he world s treated as moral
commuanity. If this is not to remain a pious wish, intemnational law
and the Unfited Nations system will have to be strenghened and con-
siderably developed.

WILL IT WIORK?

By its very mature, a long-term programme of institutional de-
velopment cannot be implemented immediately. Some of the elements
may not look realistic if considered in isolation. Yet as parts of a
consistent programme; they tum out 4o be not only realistic, but
inevitable. The realism is enhanced df the jpresence of all the con-
stituent parts cam already be detected even if only in mpudimentary
forms. In this paper care was taken to imcorporate into the analysis
only those evolutionary elements which are already present.

Now, every programme, however designed, depends on the will for
action. Here realistically assessed common interests play a crucial
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role:{An. interdependent world has clearly some important survival in-
terest§ In common,, Presenting the key argument -of the RIO project,
Jan Tinbergen said: "As a consequence of technological and ecological
developments the finterdependence of aill ‘pants of the globe has tn-
oreased to the ‘point where only the welfare of humanity as a whole
— tncluding even future generations — can be taken as the goal of
the order to be established and ithe policies to be followed.*

The high dependence of advanced countries on the imiports of
raw materials and oil — a dependence which is frequently in the
region of 80—I100 per cent — is often quoted and well known.
Thus the First World fs vitally interested in the steady supply of such
goods. On the other hand, 75 percent of all LDC exports flow into the
markets of advanced countmies. Thus, the Third World s vitally in-
terested in the stability and the expansion of such markets. Should
they Fail to expand — as in fact they did — the terms of drade would
turn against LDCs and UNCTAD proposals for commodity price comtrol
will be left unimplemented, Produotivity inoreases would do no good
since they would only lower export prices.

Though the advanced counimies trade mostly among ‘themselves,
an expansion of itrade tn other mankets would be beneficial, Thus, it
is highly desirable that the economies of the Third World expand din
order to be able to absorb additional imports. Besides, as we have
Seen, even pure granis generate higher additional demand in the
economy of the donor as compared with the economy of the recipient.
On the other hand, the faster the growth of the advanced segment
of the world economy, the greater are the ipossibilities of transfers
of real resources which will accelerate development of the less de-
veloped segment. In a stagnant world, the gap is penpetuated. Trans-
fers may be linked to schemes which ensure a fair participation in
gains from trade by all donors. The budgetary subsidy, when used to
finance adequate diet, may help to relieve the United States, Canada
and other agnicultural producers of their surpluses and at the same
time diminish the competitive pressure on European fatnmers. The
Second World will benefit from an overall explansion of trade in
increasing forefign exchange revenues from expanded exports to less
developed countries and in being able to increase imports of advanced
technology from the more developed countries.

The efficiency argument works in the same direction. The old
Jabourintensive industiies are a bunden for ddvanced ocountniies amd
they can be weplaced by cheaper imponts friom the Third World. The
High devy on niice in Japan and on wheat and meat in Burope inarease

* H - 7 : .
SID X{}/;I:]l;ﬂbelgm, "Reshaping the International Order (RIO)" Doc.




22 < BRANKO HORVAT -

the cost of living unnecessanily, Why shomlc\if.r%wgppam countries grow
sugar beet when (it s so much cheaper +t69fmfport cane sugar from
tropical countmies? Why should advanced countries spenid § 1 bu-llmolj
ammually on research dntended to develop substitnites - for tropical agri-
oultural products when ithese products are diready available?* Cleanly,
costs could be substantiedly reduced, trade substantially increased and
everybody doncemed could substantially gain Gf drade barriers are
aliminated. An ecological aspect of efficiency can also be mentioned.
The already ‘threatening pollution of air dn highly industrialized re-
gions could be weduced if the raw unatertials are processed where they
originate with the beneficial industrializing effeots for the former less
developed exponters.

Few people are likely o oppose an dntensive Iiwtenna'tﬁlongﬂ. devel-
opment effort, but many will argue that it is dmpractical since .Lhc
money s simply not available. There are at least three pE)ss§b1e
answers o this objeation. The wequired transfer of resources is just
a fraotfon of the global military expenditures which, as mentioned
before, are 30 Ifimes Jarger than the total spent in all fioreign assistance
programmes. If an agreement could be reached whereby military
expenditures would be reduced and wesources used for international
economic developient, everybody fin the world stands to gain. Next,
19th-century capital expont s taken as a standard, the Umnited States
would havé to reproduce the Manshall Plan twice per amnum §n order
to match Buiitiish dending abroad in the XIXth century s measured in
proportion to mational income.*** Thirdly, a number of countries have
been transfemring — by aid or trade — more ithan one per cent of
their GNP which was the Second Development Decade target. Thus,
it works and could be made to work much better. Add the suggested
lifternatiional taxation and the linking of SDRs with development fi-
nance, and we neéd mot be pessimistic. The international commuaity
also has some imeans of exerting pressure when necessary. Member-
ship of the Umfted Natfons Organfization may be miade conditional
upon the fulfilment of economic cooperation obligations.
~ Finally, 24 million unemployed in Europe and Ameiiica, with 'the
conresponding fidle capadities, give drastic expression to the inrationali-
tites of the present anrangements. Debts wof LDCs, whiich amount to
600 billfon Dollars, which can hardly be fepald and which are ‘bound
to thwant. all development effomts — nake wp the other side ©of the
same “coin. Reowwent unemployment and finandial breakdowns are, ol
‘dQIuJ‘Sé,, cld capiftalist diseases. But many old diseases are mo longer

T IMF-IBRD, The Problem of Stabilization of Prices of Primary
Products, A Staff Study, Part I, 1969, p. 26. -

. ** Twelve year§ ago they were only 25 times larger,
*** B. Higgins, Economic Development, Norton, New York, 1968; p. 197.
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tolerated, pamficularly when appropriate medicines are available* It
is meither desirable nor necessary to put ithe less~developed nations
into ithe position of poor nephews begging for favours firom wich
uncles. It §s meither desirable mor mecessary to ask oitizens iin rich
countriies to vote for intennatiional -chanlity. Recipients and donors have
become partners in developmient. The dnisistence on requests and
concessions should be replaced by cleanly defined international
respongibilities. The wonld has reached the stage when dlosing the
gap and restoding the prnoper functioning of the global economy
represent two aspeats of the same design. Neither the widenling of
international differences mor global economiic criisis can be tolerated
with Impunity.** ' ’

We "Imve reached the point of condusion. The contemporary
world seems to be stuuctured in such =a way as to make the socialist-
orniented or, as some would prefer to call it, humaniist — sooialisim
being the humanism of the date twentieth century — solution mot only
desirable, but also necessary. Necessary, becamse it ds wational. The
moralist and . the wrealist approach work dn the same direction. In
faot, ds there amy other viable long-term alternative — if the world is
to survive as a civilized place to live?

Received: 8, 2. 1983

* If the appropriate UN framework of institutions and policies existed,
the enormous debt of LDCs, which currently cannot be repaid, could be
handled in the following fashion. The major debtors are the newly in-
dustrializing countries such as Brazil (80 billion dollars), Mexico (40 billion),
Jugoslavia (20 billion), Argentina, Romania and some others. These
countries are able to export but cannot find markets: those with pur-
chasing power would not buy their exports, those who need them do not
have foreign exchange to pay. As in every crisis, money is scarce and
there is a need for additional liquidity. Thus the IMF would have to create
the necessary amount of SDRs. (In reality, things moved in the opposite
direction: the share of SDRs in the world non-gold reserves declined from
8 per cent in 1972 to 4 per cent in 1981.) The new world money would be
allocated to appropriate UN agencies which would buy exports of the
viable debtors for the various world programmes and for the least
developed countries to which the goods would be allocated in the form of
pure aid. As a result, the debtors would be able to repay their debts and
also spur their stagnant economies; the bankers would avoid the risk of
a breakdown -of the international financial system; the LDC- would get
concessional credits and aid which would speed up their own growth; the
DCs would benefit from an overall expansion of markels, including their
own; the world economic crisis would be alleviated, unemployment reduced
and increased output would more than compensate for the increase in
liquidity..Thus everybody stands to gain from a regulated world economy.
< **.In this context the perspective of a big power was well described
by Henry Kissinger when he addressed the Ministerial Meeting of OECD
in Paris in 1975: "These issues go far beyond economic considerations.
Economic stagnation breeds political instability. For the nations of.the
industrialized world, - the economic crisis has posed a threat to much
more than our national income. It has threaiened the stability of our
institutions and the fabric of our cooperation on the range of political and
security problems. Governments cannot act with assurance while -their
economies stagnate and they confront increasing domestic and interna-
tional pressures. over the distribution of etonomic. bénefit. In" such condi-
tions the ability to act: with purpose — to address- eithér our national-or
international problems — “will falter.” Quoted ‘from-Singh, op: cit. p.. 4. ;
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SVJETSKA PRIVREDA SA SOCIJAL[STIC‘KO_,G; STANOVISTA

o]

Branko HORVAT
SaZelak

Svjetska privreda nalazi se u gotovo kaoticnom stanju i to vrije-
di jednako za sva njena tri segmenta: trZi$ni Zapad, administrativio-
-planirani Istok i nerazvijeni Jug. Od interesa je ispitati $to se u toj
situaciji da uraditi sa socijalistikog stanovidia. Socijalizam znaéi
raviopravnost, solidarnost i racionalnost (odatle: naudni socijalizam).
Te iri karakteristike su, naravno, suproine onome $to danas nalazimo
u svijetu. Ali one takoder predstavljaju Siroko prihvadene vrijednosti
suvremenog drultva, te stoga mogu dati podsticaje za mijenjanje svi-
jeta. Stoga su one poslufile kao osnova za organiziranje ovog ogleda.

Buduci da se moZe pretpostaviti da je racionalnost u svaijemt in-
teresu, autor zapolinje svoj rad istraZivanjem mogucnosti racionalni-
je organizacije svjetskih poslova. To se, prije svega, odnosi na dalji
razvoj sistema Ujedinjenih Naroda. Taj razvoj ne bi trebalo da ide u
praveu stvaranja svjetske viade, jer je to w praksi neprihvatljivo za
suverene driave a znalilo bi i takvu koncentraciju modéi koja bi oz-
biljno ugrozila poZeljan drutveni razvoj. No, s druge strane, suvere-
nost Elanica sistema nije prepreka da se njegovom reformom poboljSa
poloZaj svakog od njegovih segmenata. Potrebno je: (a) dograditi ko-
ordinativni anehanizam UN i (b) dograditi sustav normi medunarod-
nog ponaSanja s odgovarajuéim sankcijama. Politicke odluke donose
se kvalificiranom wveéinom ili konsensusom, a sprovodenje odluka
ostavija se tehnickom aparatu UN pod nadzorom politickih tijela. Au-
tor utvrduje potreban skup institucija, uz odgovarajuéa organizaciona
rjeSenja, kojima bi se izloieni projekat mogao realizirati,

Racionalna organizacija svijeta zahtijeva premo$cavanja jaza iz-
medu razvijenog i nerazvijenog segmenia. Ovaj jaz u ekstremnint slu-
dajevima prelazi 39:1. On je snaZan generator entropickih tendencija
koje nikome ne mogu koristiti, Preoviadavanje jaza zahtijeva izgrad-
nju Novog medunarodnog ekonomskog poretka. Zahtjev za NMEP
postavijen je Deklaracijom Sestog specijalnog zasjedanja Generalne
skup$tine UN u 1974. god. Ako se ta Deklaracija poblie proudi, vidi
se da se zasniva na dva socijalistiéka principa: ravnopraviosti i soli-
darnosti.

Ravnopravnost  zahtijeva ujednalavanje uvjeta privredivanja i
odatle proizlazi &itav niz institucionalnih rijefenja koja autor istraZu-
je. Solidarnost u medunarodnoj praksi znadi ekonomsku pomoc. Dok
ravnopravnost’ zahtijeva samo uklanjanje privilegija koje daju pri-
vredna razvijenost, te ekonomska i vojna moé, solidarnost traZi trans-
fer realnih resursa u svrhu ubrzavanja rasta. Utvrduju se osnovna
nacela takvog transfera.

Na kraju autor ispituje realnost predloZenih rjelenja. Analiza po-
kazuje da objektivna situacija uvjetuje konvergenciju interesa. Ne sa-
mo da je ureden svijet poieljniji od kaoticnog veé, $tovise, davaoci
i primaoci pomodi postaju raviopravni partneri w uredivanju tog za-
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jednickog globusa. Na osnovu ovih razmatranja autor skicira tehmicko
rieSenje kojim bi se sadaS$nja svjetska ekonomska kriza mogla radi-

‘kalno ublaZiti.

U zakljucku autor konstatira da je suvremeni svijet tako struk-
tuiran da socijalistiCki orijentirana rjeSenja postaju ne samo pozelj-
na nego i nuZna. Nuina, jer su racionalna. Socijalizam, u stvari, nije
niSta drugo nego humanizam kraja dvadesetog stoljeéa. Zbog toga mo-
ralistiCki i realistiCki pristup konvergiraju istom rjeSenju. U sivari,
druge alternative i nema ako na$ svijet treba da prefivi kao mjesto
gdje se mofe civilizirano Zivjeti.
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