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"Rapprochement" of the Economic Systems in East- 
ern and IVestern Europe? 
Interview with Professor Ota Sik, Prague 

INTERECONOMICS: Professor  
~ik, in recent  years  it has been  
said increas ingly  that the economic 
sys tems of Eastern and Wes te rn  
Europe are  moving closer  together .  
This conclusion is reached because  
Eastern Europe has shif ted some- 
what  from its ideological  posi t ion 
which, for a long time, was  a ve ry  
str ict ly def ined one, and the Wes t  
is moving  further  from its ideal of 
free compet i t ion and a pure  mar- 
ket  economy.  For instance,  we 
have  es tabl ished that  the  inf luence 
of the State is g rowing  in the Wes t  
and State po l i cy - - fo r  example,  
central  banking po l i cy - - i s  being 
employed  to inf luence the market  
and p r even t  excess ive  cyclical 
f luctuations.  The State is constant-  
1y inf luencing economic develop-  
ments,  including the distr ibution 
of proper ty ,  by tax measures .  Now- 
adays  business  decis ions  can also 
be inhibi ted by ant i - t rust  legisla- 
tion. The deve lopment  of certain 
modern  product ion  techniques has 
obliged the bus inessman  to con- 

duct  his affairs as a "planner".  
Furthermore,  our  educat ional  pol- 
icy enables  everybody ,  i r respect ive  
of income, to reach a cer tain level  
of education,  a l lowing each in- 
dividual  to exer t  an inf luence on 
the overal l  economy.  In addition, 
there  are s t rong tendenc ies  to in- 
f luence market  t rends through 
State planning.  Thus, in Belgium, 
Turkey, No rw ay  and e lsewhere ,  
long- term plans are a l ready in be- 
ing. Even in the USA influential  
circles are beg inn ing  to favour the 
in t roduct ion of p lanning  methods.  
The EEC has dec ided  to plan, but 
the ex tent  of this plan has not ye t  
been  agreed  upon. With in  the 
var ious  nat ions regional  and struc- 
tural  p lanning has long been  in 
exis tence;  this serves  to promote  
cer ta in  regions or economic sec- 
tors. Moreover ,  for some time the 
W e s t  has used cer ta in  forms of 
wage and price controls,  for in- 
stance,  the regula t ion of agricul- 
tural prices in EEC. 

V 

OTA SIK 

is today  one of Eastern Europe's  leading economists .  He was born 
in Pilsen in 1919 and whilst  he was a member  of the Czech Com- 
munist  Youth organisat ion,  he was a l ready in te res ted  in eco- 
nomics. Since he  was a political in ternee  during the war, he  was 
able to s tar t  s tudy ing  political economy at the Prague College of 
Politics only in 1945. Even before graduat ing (in 1949), he held  
the post  of l ec turer  from 1948-1950 and then occupied the chair 
of Political Economy at the same College. In 1953 he was  granted  
the title of professor ;  in 1958 he became  Pro-Rector of the newly  
founded Prague Inst i tute of Social Sciences. He p rogressed  to the 
Directorship of the  Economic Insti tute at the A c a d e m y  of Sciences 
in 1961 and took his Doctorate of Economics. Since 1962 Prof. Dr. 
Ota Sik has b e e n  Chairman of the KPC (Czech Communis t  Party) 
and the Commit tee  for the planning and adminis t ra t ion  of the 
Economy in Czechoslovakia,  was set  up by the Czech Govern- 
ment.  In this capac i ty  he es tabl ished the basis of the new Czech 
economic sys tem,  the implementat ion of which has since become 
the funct ion of his committee.  Among ~ik's more  impor tant  publi- 
catior~s is the .authoritat ive work "The Problem of Commodi ty  Rela- 
tions in Socialism", which appeared in Praguo  in 1962 and is now 
being t rans la ted  into English. 

On the o ther  hand, we  can see 
that  in Eastern Europe a cer ta in  
type of "en t repreneur"  or "indus- 
trial manager"  is also emerging.  
Wage  incent ives  are g iven to pro- 
mote product ivi ty .  Calculat ion tech- 
niques have  been  in t roduced to 
assess profi tabil i ty.  The Eastern 
European economies  have  been  
forced to cons ider  in teres t  rates,  
when balancing accounts:  these  
were  long neg lec ted  as a factor 
affecting costs. Because of all this, 
Professor  Tinbergen,  in an art icle 
in the "Hamburger  Jahrbuch" * 
propounds  the theory  that  the eco- 
nomic sys tems  in Eastern and 
Wes te rn  Europe are converg ing  
and that  this process  will cont inue 
until u l t imate ly  a mixed sys tem 
will emerge  in which di f ferences  
be tween  the two systems can no 
longer  be reeognised.  What  do you 
think of this theory?  

SIK: I would  start  by  say ing  
that eve ry th ing  you have  said 
about the economic problems is 
perfectIy correct .  I be l ieve  that  all 
economists  are well  aware  of eco- 
nomic t rends  in Wes te rn  countr ies .  
Even where  p r iva te  enterpr ise  has 
the upper  hand,  the necess i ty  for 
State planning,  or at least  some 
State inf luence upon  economic de- 
velopment ,  is s lowly being real is-  
ed. In this respect ,  there  is un- 
doubtedly  a t endency  to take on 
the characterist ics  of a social ist  
economy. The changes which are 
now s lowly emerg ing  in the so- 
cialist economies  are of more  re- 
cent deve lopment .  I would  put  it 
this w a y - - a n d  this is what  a lways  
creates p r o b l e m s - - :  we do not, so 
to say, cons ider  these  develop-  
ments in the socialist  economy to 
be re t rograde  ones. Somet imes  
they are so in te rpre ted  and this 
makes for u n n e c e s s a r y  "bad blood";  
it is looked upon as a re t rogres-  
sion to capital ism. 

�9 S e e  J a n  T i n b e r g e n : ~ K o m m t  e s  z u  
e i n e r  A n n ~ h e r u n g  z w i s c h e n  d e n  K o m m u -  
n i s t i s c h e n  u n d  d e n  f r e i h e i t l i c h e n  W i r t -  
schaftsordnungen?": H a m b u r g e r  J a h r b u c h  
fi ir  W i r t s c h a f t s -  u n d  G e s e l l s c h a f [ s p o l i t i k ,  
8 [h  y e a r  (1963), p a g e  11 if.  
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INTERECONOMICS: Yes, some 
go so far as to talk of a return to 
the period of the "New Economic 
Policy". 

~IK: I be l ieve  that  there  is a 
rather  serious misunders tanding 
here. Under  "NEP" market  condi- 
tions, the market  relat ionship be- 
tween  s ta te -owned enterprise and 
the pr ivate  economy, part icularly 
be tween  pr iva te ly -owned  agricul- 
ture and pr ivate  craftsmen, were  
to be exploited.  This is common 
knowledge.  During this per iod it 
was necessa ry  so as to st imulate 
the in teres t  of pr ivate  producers.  
But now the problem is different. 
There  is no question,  naturally,  of 
re turning to pr iva te  e n t e r p r i s e - -  
we don ' t  think of this nor, as far 
as I know, does a n y  socialist  
country.  It is more  a quest ion of 
realising that  even  in the case of 
socia l i s t ica l ly-owned property,  mar- 
ket  condit ions are unavoidable.  
I would  put it like this: there is a 
deeper  unders tanding  of the es- 
sence  of the social ist  economy 
than  previously.  Formerly the con- 
cept  of a socialist  economy was 
gross ly  over-simplified.  

INTERECONOMICS: You mean 
socialist  economies  not  as seen  
from capitalist  countries,  but from 
the socialist  "bloc"? 

~IK: Yes, I am now talking only 
of socialist  countr ies  and the no- 
tions about economics  within so- 
cialist States. Earlier  people  were  
real ly  under  the impress ion - -qu i t e  
apar t  from NEP; the NEP was  rec- 
ognised  as a t rans i t ional  s t a g e - -  
that as soon as col lect iv isa t ion 
had been  completed  and pr ivate  
enterpr ise  had d isappeared ,  the 
causes  of unhea l thy  deve lopment  
in market  condi t ions would  have  
been rooted out. That was the im- 
press ion given earlier, and it s tems 
di rec t ly  from that  pe r iod  of so- 
cialist deve lopment  in  the Soviet  
Union known as the "Stalin Pe- 
r i o d " . - I t  was a l lowed  that even  
be tween  S ta te -owned  enterpr ise  
and the communal  fa rms  something 
similar to market  re la t ionsh ip  had 
to exist, but only, so- to-say,  as a 
neces sa ry  evil. It was regarded as 
be ing due to communa l  socialism 
being an inferior  form of socialism. 

INTERECONOMICS: W e r e  even 
the "communes" considered to be 
a transitional phenomenon? 

~]K: Even the "communes  ~' were  
regarded  as someth ing  to be trans- 
formed as soon as poss ib le  into a 
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State organisa t ion of some kind or 
other, i.e. someth ing  to be mod- 
ified quickly. Such ou t -da ted  im- 
pressions must  be e rad ica ted  now. 
But in this p r o c e s s - - l e t  us not  mis- 
unders tand  each o t h e r - - s o c i a l i s m  
becomes far more  realist ic;  it 
s imply becomes  much sounder!  It 
will be able to deve lop  more  satis- 
factori ly as a social ist  economy! 
Moreover,  this will  demons t ra t e  
that  the e s sence  of social ism is 
not so vas t ly  different  from the 
capitalist  sys tem as was  p rev ious ly  
supposed.  

INTERECONOMICS: Professor,  
can you tell us wha t  actual  eco- 
nomic f a c t o r s - - a n d  poss ib ly  wha t  
technical factors, t o o - - h a v e  led to 
such a reversa l  of ideas  in the  
concept  of socialism? 

~[K: Yes. It is impor tant  to un- 
ders tand w h y  certain th ings  were  
previously  disputed.  Pormerly,  it 
was thought  to be v e r y  s imple to 
plan a socialist  economy.  It was  
assumed that  the whole  economy 
could be managed  from o n e cen- 
tral point  by  di rec t ives  and quan- 
t i tat ive indices and that  every-  
thing could be adminis te red  from 
above so that  no th ing  was left for 
the market  economy to do. This 
was possible  for a time. Natural ly,  
if it had not worked  at all then, 
people  would have  asked:  w h y  did 
you not know this before? This 
kind of p lanning  went  r ight  just  
as long as ex tens ive  growth  fac- 
tors were  present .  Provided  new 
factories could be built, p roduct ion  
increased and new labour employ-  
ed, it was sufficient to set  es- 
sential ly expans ive  and quanti ta-  
tive growth t a r g e t s - - a n d  these  
were  met, more  or less. But quali- 
tat ive deve lopment  lagged behind.  
This led to an ex t remely  uneco-  
nomic and one-s ided development ,  
and it became increas ingly  diffi- 
cult to sat isfy needs.  Cer ta in  con- 
t radict ions arose s imply because  
of these condit ions,  demonst ra t ing  
that  things could not cont inue in 
this way. 

INTERECONOMICS: You said 
that this first phase  in the concept  
of a socialist  economy was f e  a -  
s i b l e .  Would  you go so far as 
to say that, in the first p e r i o d - -  
the ex tens ive  p h a s e - - i t  was also 
n e c e s s a r y ?  Or could the first 
p h a s e - - t h e  creat ion of soc ia l i sm--  
have been  comple ted  in a different  
way? 

SIK: This is a difficult ques t ion 
to answer  because,  in a cer tain 

sense,  a s l ightly different  form of 
guidance,  making more use of 
market  relat ionships,  pr ices  and 
so on, would have he lped  towards  
a more  effective development .  On 
the o ther  hand, it must,  of course,  
not be over looked  t h a t - - a s  long 
as a count ry  has a large labour  
su rp lus - - i t  is, in a cer ta in  sense,  
possible  to help  such a count ry  by 
the fas tes t  possible  quant i t a t ive  
development .  If we  had a imed im- 
media te ly  at maximum effect ive-  
ness, we should not, for instance, 
have been able to extend the in- 
dustrial production capacity so 
rapidly. But, for a time, our labour- 
force would also not have been 
fully employed. In today's highly- 
developed industrial countries this 
is no longer of importance. But in 
partially-developed countries or, in 
general, where there is a labour 
surplus this is really a serious 
factor. Therefore I cannot simply 
ignore it. In undeveloped coun- 
tries, as in certain socialist coun- 
tr ies-even today, for instance, the 
position is somewhat different in 
Poland as compared with Czecho- 
slovakia-extensive plans can still 
be of assistance by setting pro- 
gressively higher growth targets 
which are met simply by building 
an increasing number of new in- 
dustries, employing more and more 
new labour. But you must under- 
stand that this is only on  e side 
of the matter, wl~ich is not to say 
that, on the other side, this form 
of development could not be more 
effective than is allowed for by 
this somewhat simplified and over- 
centralised planning by directive. 

INTERECONOMICS: In this case, 
had it not been  possible  in Czecho- 
slovakia, as in other  Eastern Euro- 
pean countries,  for cer ta in  dis- 
tortions to arise in mee t ing  de- 
m a n d - c o m p a r e ,  for instance,  the 
fulfilment of public and pr iva te  
demand;  even  we in the Wes t  suf- 
fer from this? 

S]K: No, it is quite different  
from what  you would  expect .  I 
bel ieve that  if we  had a s o mew h a t  
different form of planning, giving 
somewhat  more f reedom to pr iva te  
enterpr ise  and a more  logical ex- 
ploitation of market  condit ions,  
our deve lopment  might  have  been  
more rational. It may  sound odd, 
but it is a fact that  al though, after 
Stalin, the talk in Czechoslovakia 
was always of the law of p l anned  
proport ional  development ,  in fact, 
due to the out-moded me thod  of 
planning a ve ry  dis torted develop- 



ment  resulted.  Indeed, it was a 
decidedly  lopsided development .  
This form of planning, which can 
be called "directive" or "adminis- 
trat ive" planning,  we call "prefer-  
once" p lanning  so as to emphas ise  
its special  characterist ics;  prefer-  
ence is g iven to a par t icular  sector  
of product ion  a n d - - a s  you k n o w - -  
this sector  is industry,  especia l ly  
h e a v y  industr ies .  In my  v iew this 
can lead to over- industr ia l isat ion;  
there  is much to be said about 
this, but we  have  no t ime here.  
To sum up, we  can say that  "di- 
rect ive" planning,  which is intend- 
ed to overcome lack of proportion 
in the economy, has, in fact, been 
the cause of very serious dis- 
tortions. 

INTERECONOMICS: Can it not 
also be said that today ' s  distort ions 
are the resul t  of the c i rcumstance 
that  in a compara t ive ly  undevel-  
oped economy it is possible  to 
plan for a v e r y  long time, whereas  
w h e n  the s tandard  of l iving is 
r is ing p lanning  becomes  so diffi- 
cult that  it has  to be abandoned  
and e lements  of market  economy 
have  increas ingly  to be in t roduced 
into a cent ra l i sed  economy? 

~IK: I should like to be a little 
more precise.  W e  should not talk 
of "deviat ing" from planning. This 
is not  for ideological  reasons  but  
s imply because  of our knowledge  
of economics.  I do not be l ieve  it 
is a ques t ion of d e v i a t i n g  from 
planning,  but of a comple te ly  dif- 
ferent  c o n c e p t of planning.  
W h e n  we talk of p lanning in gen- 
eral terms,  we  cannot  simply 
equate  this wi th  the  form of plan- 
ning which h i ther to  has been  ac- 
cep ted  in socialist  countr ies  as the 
only  valid and poss ible  one. It is 
a ques t ion  of changing a form of 
p lanning which emerged  in a cer- 
tain per iod and even,  at that  time, 
offered cer ta in  advantages .  To be- 
gin with, it h e l p e d - - i n  the USSK, 
for e x a m p l e - - t o  c rea te  a no t  yet 
exis t ing industry,  and secondly,  it 
was possible  for a time to run this 
newly-c rea ted  indus t ry  from a cen- 
tral point, because ,  at the start,  it 
was  not  on a w ide  scale. At  a cer- 
tain point, it was  seen  that  t h i s  
type of p lanning  was  no longer  
possible.  So I mus t  put it in this 
way:  We still n e e d  "planning" as 
a tool a n d - - a s  y o u  yourself  said 
ea r l i e r - - th i s  is be ing  reat ised in 
capital ist  countr ies  too. This means  
that we  are not  abandon ing  plan- 
ning; quite the cont ra ry :  the ne- 
cess i ty  for p l ann ing  is becoming  

more  wide ly  recognised.  But it will  
be an u t ter ly  different  type  of 
p lanning from the one  we  have  
known hi ther to .  The idea that  the 
centra l  au thor i ty  can give  a de- 
finite answer  about  wha t  and how 
much is to be p roduced  must  be 
scrapped.  You know that:  the 
whole  scale  of indices,  ex ten t  and 
d ivers i ty  o~ product ion,  produc-  
tivity, costs,  size of labour  force, 
w a g e s - - a l l  used to be es tab l i shed  
by d i rec t ive  and this p ro v ed  u t te r ly  
unworkable ,  This prec ip i ta ted  the 
fol lowing si tuat ion:  first, us ing that  
type  of p lann ing  it was  impossible  
to calcula te  what  the most  ef- 
fect ive act ion would  be, and sec- 
ondly, it was  es tab l i shed  that  the 
se t t ing  of ta rgets  had  been  over-  
simplified. In fact, it was  be l i eved  
that  if we had  steel ,  iron, coal and 
power,  we  would  have  eve ry th ing  
else automatical ly .  But this is not  
true at all. On the contrary,  al- 
though we now lead the world in 
per  capi ta  s teel  product ion,  we do 
not have  all the o the r  things we 
real ly  do need.  

INTERECONOMICS: Professor, 
returning to the ques t ion  of fac- 
tors, your  remarks  lead us to con- 
clude that  one  of the factors which 
led to a change of pol icy an the 
type  of p lanning  n eed ed  in so- 
cialist countr ies  was the  following: 
certain dis tor t ions  a l lowed at the  
outset  in the in teres ts  of rapid 
industr ia l isa t ion and deve lopment  
have  now become so acute as to 
be intolerable.  

~IK: Yes, there  is someth ing  in 
that. On the  one hand,  people  re- 
ally be l i eved  that  indus t ry  had to 
be expanded  as quickly as pos- 
sible, par t icu lar ly  in countries,  
which had  prac t ica l ly  no indust ry  
at all. But at the s tar t  it was  not  
foreseen that  after a cer tain pe- 
riod dis tor t ions would  be created.  
In brief:  these  dis tor t ions were  not  
seen  as such immediate ly;  this 
only happen ed  later.  The more  in- 
dustr ial ly deve loped  a country  is, 
the sooner  such dis tor t ions appear.  
For example,  Czechoslovakia is a 
h igh ly-deve loped  industr ial  coun- 
try; d is tor t ions  appeared  there  
much sooner  and more  violent ly  
than in countr ies  with a lesser  de- 
gree  of industr ial  development .  In 
under -deve loped  countr ies  the pop- 
ulations are pr imari ly  concerned  
with the quant i ty  of consumer  
goods produced.  They have  a com- 
para t ive ly  sufficient agricultural  
product ion and indust ry  provides  
new goods which were  previous ly  

in short  supply (e.g. textiles,  shoes,  
etc.). Initially, it is sufficient  for 
these  things just  to be available.  
But when  the s tandard  of l iving 
reaches a cer tain level,  they  are  
no longer  concerned  pure ly  wi th  
quanti ty.  They do not  want  jus t  
"shoes" or "texti les",  but cer ta in  
kinds of shoes and cer tain kinds 
of text i les;  qual i ty  and the avail-  
able se lect ion suddenly  become 
the dominant  factors. If t ranspor t  
has been  neg lec ted  during this ex- 
pansion,  this also will  act as a 
brake upon industrial develop- 
ment. The same applies to other 
services .  

INTERECONOMIC$: The second  
reason  for modifying your  eco-  
nomic sys tem is, therefore,  the 
rising s tandard  of l iving? 

SIK: Yes, but in addit ion there  
are the technical  deve lopments  
made in product ion.  The posi t ion 
is similar here.  For a time, cer ta in  
product ion- l ines  are sufficient for 
the pure ly  quant i ta t ive  develop-  
ment  of product ion.  Do you fol- 
low? For a t ime it was sufficient  
mere ly  to produce  quant i t ies  of 
machines,  quanti t ies  of steel, i ron 
and coal. But at a cer tain point,  
this becomes  insufficient  to devel -  
op the p roduc t iv i ty  neces sa ry  for 
a rounded e c o n o m y - - a n d  there  is 
no progress  wi thout  deve lopmen t  
of product ivi ty!  All of a sudden 
the resources  necessa ry  for ex- 
pansion disappear .  There is no 
longer  any surplus labour. At  this 
stage, the necess i ty  manifes ts  it- 
self for p roduc t ion  deve lopment  on 
a much more  in tens ive  technical  
level  and sudden ly  the former 
level  of product ion  is no longer  
sufficient.  For the same appl ies  
here:  we have  only produced  
quantities of machines and 
have not made sufficient progress 
in technically-advanced, modern 
production skills in engineering. 
It is no longer sufficient only to 
possess steel--we suddenly need 
refined steel, refined metals and 
SO on, 

INTERECONOMICS: So both from 
the point of view of the consumer 
and from that of the manufacturer, 
planning must be made more effi- 
cient. Now we should like to know 
how this more  efficient p lanning 
differs from the  central  p lanning 
used previously. 

~IK: "We feel that central plan- 
ning must necessarily be macro- 

economic p lanning  - -  macro-eco-  
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nomic in the sense that  by plan- 
ning the direct ions of inves tments  
the basic s t ructure  of product ion 
is being c rea ted- - tha t ,  moreover ,  
it inf luences the basic propor t ions  
of the distr ibution of the nat ional  
income, but  no longer a t tempts  
defini tely to de termine  the actual 
quanti t ies of specified products  
each sector  must  produce.  So we 
must  change our earl ier  ideas of 
"planning by  directive".  Plans must 
take on more  the character  of 
"planning by orientat ion".  Thirdly, 
such plans can be only tong-term 
plans. Consider  that  cent ra l i sed  
plans are one-year  plans. The 
minimum run must  be five years,  
if possible wi th  even  longer- te rm 
prognoses,  cover ing perhaps  ten 
to fifteen years.  Work-programmes  
for terms of one year  or less 
should be left to the individual  
businesses.  Natural ly,  it will still 
be necessa ry  for shor t - term plans 
to be brought  to the a t tent ion  of 
the central  p lanners  in order  to 
establish if, and to wha t  extent ,  
they  coincide with the Iong-term 
plan. 

INTERECONOM!CS: What  hap- 
pens  if the plans of individual 
enterpr ises  do not fit in wi th  the 
central  plan? 

~IK: If they  do not  fit in, the 
enterpr ise  cannot  be compel led  to 
alter  its plan, as used  to be the 
case. In future, long- term plans  are 
not  meant  to be b inding  plans for 
ac t ion - -as  f o r m e r l y - - b u t  a basis 
for continuity in work  planning. 
This means  that  c rea t ive  work 
must  be done on the  plan and at- 
tempts  must  be made  to modify  it 
and keep it up- to-date  by  con- 
s idering new factors which arise. 
Previously,  the Five  Year Plan 
col lapsed after one o r - - a t  the most  
- - t w o  years,  by which t ime it had 
become a conglomera t ion  of out- 
of-date figures. 

INTERECONOMICS: You talk of 
ging'ering up the plan? How is this 
actual ly achieved? How far are 
the wishes of ce r t a in  business  
groups, individual  management s  
and consumers  cons idered?  

~IK: This br ings us  to the ques- 
tion of what  the con ten t s  of macro- 
economic plans are to  be and how 
they  will be compiled.  Insofar  as 
there  are any indicat ions,  almost 
eve ry th ing  which was  previous ly  
s ta ted can be re ta ined :  product ion 
targets,  pr ior i ty  t ypes  of produc- 
tion, productivi ty,  cos t -develop-  
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ment, labour force, etc. On the  
basis of scientif ic research,  an im- 
press ion will be ev o l v ed  of how 
certain macro-economic  factors are 
l ikely to develop.  However ,  these  
macro-economic  plans  are to be 
cons idered  b inding only  to a lim- 
ited extent ;  only  the  basic  direc- 
t ions and the eff ic iency coeff icient  
of inves tments  should  be binding 
because  inves tments  inf luence the 
basic structure.  

A word  here  on how these  plans 
are constructed;  o t h e r w i s e - - I  f e a r - -  
the old idea will  stick tha t  some- 
one at the centre  will  th ink some- 
thing up! The cent ra l  authori t ies  
should set  up on ly  a first hypo-  
thesis  based  on an apprecia t ion 
of future deve lopment s  of the mar- 
ket, both  at home and abroad- -  
i.e. macro-economic  business  re- 
search as carr ied out aIso in cap- 
italist countries.  

INTERECONOMICS: W h o  sup- 
plies the data for the guidance of 
the central  authori t ies?  

SIK: One starts  wi th  an impres- 
sion of the p o s s i b l e  growth;  
this hypothes is  is ga ined  by as- 
suming deve lopment  will  cont inue 
as hi therto but na tura l ly  inhibit ing 
factors have to be taken  into ac- 
count. This also means  taking into 
account  the labour  potential ,  the 
raw material  outlook, etc. This 
gives an initial idea of product ion 
potential.  Based on this, they  cal- 
culate the secondary  hypo thes i s  
of the approximate  volume of in- 
ves tment  required.  By deduct ing  
this inves tment  from the quant i ty  
of production,  one can calculate 
consumption. On the basis of spe- 
cific calculat ions a long the lines 
of deve lopments  up to date, con- 
sumption is a l located according to 
individual social consumption.  This 
leads to the ques t ion of wha t  
structural  changes are l ikely to 
occur in the calcula ted level of 
consumption if wages  are ra ised 
and so on. "Where will  things de- 
velop more rapidly  or more  slow- 
ly? This is how a first impress ion 
of the optimum future s t ructure  is 
gained. This is whe re  a fur ther  
quest ion must  be put: s h o u l d  
we produce all this ourselves? 
And: can we produce all this 
satisfactorily? Prev ious ly  such 
quest ions were  not posi ted.  Ef- 
fective potent ial  must, however ,  
be calculated and it is no longer  
possible for the central  authori t ies  
to do this. This needs  to be done 
start ing from the bottom. That is 

to say: bus iness  en terpr i ses  can 
only have  this basic macro-eco-  
nomic perspect ive ,  so t hey  can 
say: ~Aha, demand m a y - - o r  will 
a p p r o x i m a t e l y - - d e v e l o p  in such a 
way  for us; we  can count  on ap- 
proximate ly  this amount  of invest-  
ment." However ,  they have  to set 
up var iants  for themse lves  at a 
later  stage. And  now the possible  
technical deve lopments  in individ-  
ual bus inesses  have  to be con- 
s idered:  which inves tments  should 
be made, what kind of products 
manufactured, what substitutes be 
introduced? We want to reach a 
stage where each business devel- 
ops its own v a r i an t s - -b u t  var iants  
set  up by a method  common to 
all. I do not  need  to detail  the 
me thod  to you  here,  Basically, it 
depends  wha t  resul t  can be achiev- 
ed at wha t  overal l  co s t . - -A t  this 
s tage it will become clear to you 
why  we wish  to retain planning.  
In our view,  it is difficult for a 
business to make up its own mind 
in favour  of this or that  variant .  
It realises, of course, that  in its 
opinion one var iant  is more  ef- 
fect ive than another .  But this is 
not necessa r i ly  also the most  ef- 
ficacious from the point  of v i e w  of 
society.  It may  turn out that  this 
var iant  is too demanding  in rela- 

�9 tion to earl ier  work  carried out at 
cer tain o ther  branches, about  which 
the individuaI enterpr ises  are in- 
sufficiently informed. You appre-  
ciate, of course,  why  these  alter- 
nat ives  should be submit ted to the 
central  authori t ies? It is only  in 
this way  that  t hey  can be ba lanced  
- - a l l  t o g e t h e r - - b y  modern  meth-  
ods. By using up-to-date  input- 
output  methods  we can then com- 
pile a table, which is a l ready sta- 
t istically calculated,  involving 93X 
93 items, whi le  now and dur ing 
the next  y e a r s  a much more com- 
plicated one is be ing prepared  in- 
volving 400X400 items. Only then 
can we say: we shall select  cer- 
tain variants  in par t icular  branches 
of the economy because  they  guar- 
antee the most  effective develop-  
ment  from a general  economic 
point of v iew too; other  var iants  
we do not wish  to have  imple- 
mented,  we would  prefer  to im- 
port. On the o ther  hand, it may  
also be decided that products 
which could be highly competitive 
in overseas trade shall not be 
produced for domestic consump- 
tion alone; this involves types of 
products and branches where it 
would be expedient to produce 
for export too. Thus, a macro-plan 



is e s t ab l i shed  based  on recom- 
m e n d a t i o n s  f rom bus iness .  There  
m a y  be two or three  p h a s e s  be- 
fore it is f ina l ly  comple ted .  W e  
are speaking ,  in this connect ion ,  
of the  m e th o d  of approx imat ion :  
the  cent ra l  au tho r i t y  se lec ts  some-  
thing,  s ends  it back to the  busi-  
ness  sec tor  for de ta i led  formula-  
tion; they,  in their  turn,  pu t  it up 
to the cent ra l  au thor i ty  once  aga in  
in the  form of a concre te  proposa l  
and, in the  end, a so lu t ion  e m e r g e s  
which approaches  the op t imum.  

INTERECONOMtCS: W h a t  about  
the t ime-factor?  Does it no t  some-  
t imes  t ake  a v e r y  long  t ime for 
p lans  to be f ina t i sed  by  this  
method? 

SIK: Yes, and thus, it is our 
opinion too that this method should 
only be used for five-year plans. 
But let me sum up: The plan will 
contain three sets of investments: 
f i r s t ,  the  so-ca l led  "cent ra l  in- 
v e s t m e n t s " .  These  m a k e  up about  
20-25 % of total  i nves tmen t .  These  
are i n v e s t m e n t s  ou ts ide  the  scope 
of the  bus iness - sec to r ,  such as 
la rge  dams  or a tomic  power  plants .  

INTERECONOMICS: You m e a n  
the in f ra - s t ruc tu re?  

SIK: Yes, unde r  the p lan  such 
i n v e s t m e n t s  will con t inue  to be 
gu ided  b y  d i rec t ive  and  there  will 
be no g rea t  change.  The  s e c o n d  
group of i n v e s t m e n t s  are the  so- 
called' "branch i n v e s t m e n t s " .  These  
are i n v e s t m e n t s  which are ac- 
cepted  on the  bas is  of r ecommen-  
dat ions  f rom the bus iness - sec to r .  
The  size of t hese  will no longer  
be forced u p o n  b u s i n e s s e s - - b u t  it 
is e s sen t i a l  t h e y  be effective.  The 
t h i r d  type  of i n v e s t m e n t  is 
"bus iness  i n v e s t m e n t " ,  p robab ly  
20-30~ of the  total .  This  is no 
longer  i nc luded  in the  f ive -year  
plan.  T h e s e  are  sho r t - t e rm inves t -  
men t s  b y  i nd iv idua l  b u s i n e s s e s - -  
i.e. s u b s t i t u t e  i n v e s t m e n t - - a n d  also 
i n v e s t m e n t  for ra t iona l i sa t ion .  This 
i n v e s t m e n t  p l a n n i n g  is ba sed  on 
the v i ew  tha t  if we  h a v e  a grasp  
of i n v e s t m e n t  po l i cy  and  the  in- 
v e s t m e n t s  are r ea l ly  adhe red  to, 
we can  also con t ro l  the  basic  
s t ruc tu re  and  deve lopmen t ,  the  
g rowth - r a t e  and  the  ef f ic iency of 
the  economy.  C o m p a r e d  wi th  the 
past ,  the d i f ference  is tha t  we no 
longer  cons ide r  it n e c e s s a r y  to tetl 
each sec tor  how- much  it mus t  
produce .  This  s h o u l d  be left to 
m a r k e t  forces.  In a word:  an in- 
d iv idual  b u s i n e s s  st i l l  has  its ca- 

pac i ty  control led ,  bu t  it mus t  de- 
cide for i t s e l f - - j u s t  as in y o u r  
c o u n t r y - - e x a c t l y  w h a t  use  it 
shou ld  m a k e  of this  capac i ty  on 
the  bas is  of its k n o w l e d g e  of the 
marke t .  

INTERECONOMICS: N o w  we are  
l eav ing  the  p roduc t ion  side for 
the c o n s u m p t i o n  side. 

~IK: Yes. 

INTERECONOMICS: If we h a v e  
u n d e r s t o o d  ar ight ,  in y o u r  s y s t e m  
the c o n s u m e r  h a s  his  s a y  via the  
d e m a n d  r e c o m m e n d a t i o n s  vo iced  
by  bus iness .  

~IK: Qui te  r ight .  But I w o u l d  
l ike to poin t  ou t  tha t  we  are ta lk-  
ing now of t a rge t -mode l s .  In the  
t r ans i t ion  per iod  we c a nno t  com- 
p le te ly  avo id  ce r ta in  d i rec t ive  in- 
dices  for some  products .  But this  
is on ly  a t r ans i t iona l  problem. W e  
h a v e  bot t le-necks ,  we h a v e  dis- 
tor t ions.  In th is  y e a r  of t rans i t ion ,  
for example ,  we  c a nno t  ye t  afford 
for ce r ta in  types  of p roduc t ion  not  
to be cont ro l led  cent ra l ly .  This  is 
no t  a p rob lem of the  total  ex t en t  
of p roduc t ion  of bus iness .  This  is 
impor t an t  b e c a u s e  ear l ier  the  ex-  
tent  had  mis l ed  bus ines s .  Also  th is  
on ly  affects  ce r t a in  impor t an t  
products .  On ly  about  70 i tems are  
involved .  In a r a nge  of p roduc t s  
of about  one a nd  a ha l f  mil l ion 
i tems,  70 i t ems  are  a lmos t  no th-  
ing. These  include,  for example ,  
power ,  steel,  etc. 

INTERECONOMICS: Professor ,  
wha t  are the  i nc e n t i ve s  for in- 
d iv idua l  b u s i n e s s e s  to p lan  in this  
way?  Are  the re  ce r ta in  incen t ive  
s c h e m e s - - a s  we  h a v e  in the \,Vest 
- -prof i t s ,  for example?  

glK: Yes. N o w  we are coming  to 
the s econd  f a c e t - - t h e  ne w  one. W e  
an t ic ipa te  that  the  in te res t s  of the  
b u s i n e s s - s e c t o r  will deve lop  in a 
qui te  different  w a y  t ha n  they  h a v e  
done  h i the r to  u n d e r  social ism.  Up 
to now, the  in te res t  of the busi-  
ne s s - sec to r  was  s imply  to com- 
plete  its quota.  

INTERECONOMICS: . . .  cost  w ha t  
it m a y  . . .  

~IK: . . .  cost  w h a t  it may[  W h e n  
the quota  was  completed ,  some-  
t imes goods  were  p roduced  which 
were  not  sold, t hey  e ve n  r e ma ine d  
in stock! It w e n t  as far as that.  
I could  tell you  some  stories! A nd  
cer ta in  types  of goods  were  pro- 
duced  which w e re  sold, but  at a 
h e a v y  loss, b e c a u s e  there  was  no 

other  w a y  of d i spos ing  of them.  
All this  h a p p e n e d  b e c a u s e  the  
m a n a g e r  ha d  to shou lde r  the  re- 
spons ib i l i ty  for the  fu l f i lment  or 
non- fu l f i lment  of the  plan.  A s  well  
as this  moral -cure-pol i t ica l  check, 
there  were  ma te r i a l  i n c e n t i v e s  
too: w a ge s  w e re  tied to the  fulfil- 
m e n t  of the  plan,  so tha t  t he se  
p lans  b e c a m e  the  ma in  in te res t  
both  of m a n a g e m e n t  and  the  la- 
bour  force. For the  future,  each 
business will sell its goods on the 
marke t  in the  no rma l  way .  As  hap-  
pens  e l sewhere ,  it will submi t  i ts 
r ange  and  con t rac t  wi th  b u y e r s  in 
the no rma l  way .  E v e r y t h i n g  it 
needs  for r ep roduc t ion  will  h a v e  
to be  c ove re d  by  profits.  If the  
cost  of ma t e r i a l s  and  deprec ia t ion  
is de duc t e d  f rom these  profits ,  the  
ba lance  is w h a t  we call "basic  
ea rn ings" .  Out  of this, cer ta in  pay-  
men t s  have to be made to the 
State. In fact, the re  will  be  two 
types  of p a y m e n t .  I shal l  no t  call 
t he m " taxes"  because ,  un l ike  or- 
d ina ry  taxes ,  t hese  p a y m e n t s  a re  
a p l a nn ing  tool. T h e y  are, in fact, 
a con t r ibu t ion  to the  State budge t ,  
but  at  the  s a m e  t i m e - - a n d  th is  is 
mos t  i m p o r t a n t - - t h e y  are  a p lan-  
n ing  tool. 

INTERECONOMICS: Are t h e y  
also con t r ibu t ions  towards  inves t -  
men t  funds?  

~IK: Yes, in a cer ta in  way .  The  
init ial  p a y m e n t  is first of all a 
p e r c e n t a g e  of the  "basic  ea rn ings" .  
This p e r c e n t a g e  m u s t  be f ixed by 
the State in a d v a n c e - - t h a t  m e a n s  
before a b u s i n e s s  beg ins  p l a nn ing  
at all. Thus ,  b u s i n e s s e s  k n o w  in 
a dva nc e  w ha t  is r equ i red  by  the  
State. Equal ly,  t he se  p a y m e n t s  m a y  
not  be a d j u s t e d  af te rwards .  This  
shou ld  p r e v e n t  deduc t ions  be ing  
made  s u b s e q u e n t l y  if a b u s i n e s s  
earns  more  t h a n  was  ant ic ipa ted .  
If this were  done,  the  i n t e r e s t  of 
bus ines s  wou ld  d i s a p p e a r  again .  In 
future,  we s h o u l d  like to see  uni -  
form p a y m e n t s  f rom each branch 
and  each en te rpr i se ,  because ,  if 
these  are not  kep t  s tandard ,  the  
p rogres s ive  f i rms  wou ld  be pena l -  
ised and the  inef f ic ient  o n e s - - t h e  
bad m a n a g e r s - - w o u l d  be at an  ad- 
vantage .  U n f o r t u n a t e l y - - i n  this  pe- 
riod of t r a n s i t i o n - - w e  are not  ye t  
able to set  s t a n d a r d  p a y m e n t s  
because  pr ice  d i f fe rent ia l s  are too 
great .  W e  still h a v e  the old pr ices  
and  on ly  n o w  are  we p repa r ing  
the price re fo rms .  

INTERECONOMICS: -Will the  
s t andard  p a y m e n t  work  on a per-  
centage  basis?  
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glK: Yes, in future  we env i s age  a 
pe rcen tage  of the "basic earn ings" ,  
I canno t  tell you  ye t  whe the r  this  
will rise p rogress ive ly ,  or not. This 
will h av e  to be t augh t  by  exper i -  
ence  and research.  At  present ,  we  
th ink that,  wi th  in t ens ive  devel-  
opment ,  it need  not  be progress ive .  

The s e c o n d  type  of p a y m e n t  
is from the  so-cal led "product ion  
fund",  or w h a t  y o u  call "f ixed cap- 
ital". It is a p a y m e n t  which, whi l s t  
made  from "basic ea rn ings" ,  is cal- 
cula ted  as a p e r cen t age  of "fixed 
capital".  This is in tended  to s t imu-  
late in teres t  in the  mos t  effect ive  
explo i ta t ion  of the m e a n s  of pro- 
duct ion.  Hither to ,  b u s i n e s s e s  h a v e  
fought  am o n g s t  t h e m s e l v e s  for the 
m a x i m u m  inves tmen t ;  at the  same  
time, t h ey  did not  care w h e t h e r  
these  were  exploi ted or not  or 
w h e t h e r  they were exploited effi- 
c ien t ly  or not. Thirdly, firms 

have, of course, to repay credit ad- 
vances and pay interest out of 

"basic earn ings" .  

INTERECONOMICS: How are in- 
cen t ives  for staff and  the  firm itself  
scaled? 

SIK: After  deduc t ion  of the  two 
types  of p a y m e n t  and  the repay-  
men t  of credit  advances ,  the bal- 
ance  be longs  to the  firm. W h a t  is 
left to the  firm is thus  not  p lanned,  
but r ema ins  as a res idua l  item. How 
does the b u s in e s s  use  it? I would 
s ay  jus t  the  same  as a n y  o rd ina ry  
capi tal is t  bus iness .  First, it has  to 
set  up a cer ta in  r e s e rve  fund and  
secondly ,  a fund for technical  de- 
ve lopment ;  the r ema inde r  is avai l-  
able for dis tr ibut ion.  These  re- 
sou rces  fall into two sect ions:  the 
so*called "basic wages"  and  "bo- 
nuses"  as a special  form of recom- 
pense.  The bet ter  a bus ine s s  is run, 
the  larger  the whe rewi tha l  for bo- 
nuses .  Such b o n u se s  are  in tended  to 
s t imula te  the in teres t  of the  whole  
staff in the  growth  of the  bus iness .  
Ev e ry b o d y  in the  firm sha r e s  in 
these  bonuses ,  but  on a dif ferent ia l  
scale, i. e. it is for the firm itself  to 
decide w h e t h e r  k e y - p e r s o n n e l - -  
such as eng ineers ,  technic ians  and 
other  respons ib le  p e r s o n s - - s h o u l d  
rece ive  a re la t ive ly  h i g h e r  rate of 
bonus.  

INTFRECONOMICS :Wha t  par t  do 
the  un ions  p lay  in this  d is t r ibut ive  
process?  

~IK: As regards  bas ic  wages ,  
aga in  we wan t  to h a v e  a genera l  
State schedule,  in which, you  under-  
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stand, bas ic  pr inc ip les  are  es tab-  
lished, s imp ly  to avoid  confusion.  
Surely  this is done  e v e r y w h e r e ,  in 
a s imilar  form in you r  c oun t ry  too? 
So init ially,  the  State will nego t i a te  
with the  un ions  over  the ent i re  
State wage  schedule  (rates,  bas ic  
rates,  etc.). But as regards  actual  
wages ,  the  m a n a g e m e n t  of each bu- 
s iness  wilt consu l t  wi th  its union.  
The un ion  will h a v e  a cons iderab le  
s ay  in this. 

INTERECONOMrCS: Can you  s a y  
a brief  word  about  the  par t  p layed  
by prices in you r  new sys t e m?  

~IK: This s y s t e m  jus t  needs  gen-  
uine, economic  prices:  m a r k e t 
p r i c e s ,  in fact. This  i nvo lves  an 
impor tan t  p rob lem which looms 
large, even  in capi ta l is t  count r ies :  
namely ,  if we h a v e  a comple te ly  
free price sy s t e m,  how do we pre- 
ven t  it from r u n n i n g  amok? W e  
want  to s a f egua rd  ou r se lve s  aga ins t  
this, at least  at the  outset .  W e  are 
a t t empt ing  to achieve  this  by  us ing  
three  forms of pr ices:  first, the  so- 
called " f i x e d  p r i c e s "  for the  
most  impor tan t  r aw mater ia ls ,  for 
power,  s taple  foods and  other  im- 
por tan t  c o n s u m e r  goods.  A l t h o u g h  
these  pr ices  are  var iable ,  t h e y  are 
fixed and cont ro l led  by  the  cent ra l  
author i t ies .  

The second  form is " r e - 
s t r i c t e d  p r i c e s "  (from . . .  to 
. . . )~  this in t roduces  a cer ta in  flex- 
ibility. The  th i rd  form of prices is 
those  which are  comple te Iy  u n -  
c o n t r o l l e d .  

INTERECONOMICS: Is this  a per- 
manen t  se t -up or on ly  an in ter im 
solut ion? 

SYK: This  has  not  ye t  been  
decided. In m y  opinion,  a free 
price m e c h a n i s m  will g radua l ly  
gain the  upper  hand.  W e  mus t  
a t tempt  to m a k e  g rea te r  use  of 
counte r - in f la t ionary  tools, a t tempt-  
ing, on the  one  hand,  to control  
pr ice- levels  and, on the o ther  hand,  
to allow free economic  pr ice devel-  
opments  to a s se r t  themselves~ 

INTERECONOMICS: Can  we get 
back to profits? You said tha t  pro- 
fits offer an incen t ive  for expand-  
ing product ion.  But wha t  h a p p e n s  If 
this causes  bo t t l e -necks - - i n  the  dis- 
t r ibut ion of goods,  for example ,  or 
if a product  p r o v e s  unsa leab le?  In 
case of necess i ty ,  can a f irm ob- 
tain goods abroad? Can it sell its 
output  abroad or m a n i p u l a t e  its 
prices? And  w ha t  h a p p e n s  if a 
bus iness  is so inef f ic ient ly  run that  

- - a s  h a p p e n s  with us, for ins tance  
- - i t  has  to go into bank rup tcy?  

~IK: If a bus ines s  is bad ly  run, 
if it c anno t  sell  its output ,  or sells 
at a loss, t hen  its "bas ic  earn ings"  
fail. As  I h a v e  said already,  the  
p a y m e n t s  to the State  are obliga- 
tory. So first of all the  " rese rve  
fund" d i sappears  and, if the  busi- 
ness  con t inues  to do badly,  the  
bonuses  wilt also d isappear .  Na- 
tu ra l ly  there  will be an  outcry,  but  
th ings  should  go no further,  tn 
theory ,  it is poss ib le  for income to 
fall to 92 ~ of bas ic  w a g e s - - s i n c e  
92 % of basic  w a ge s  are  gua ra n t e e d  
by the  State, it be ing  impossible,  
in the las t  ana lys i s ,  to hold the 
workers  respons ib le  for bad man-  
agement .  But fu r the r  than  this, 
th ings  cannot  go. A s  I said:  t he y  
should  not  e ve n  go thus  far. As  
soon as the  b o n u s e s  h a v e  dwindled  
away,  the  cent ra l  a u tho r i t y  should  
launch an inves t iga t ion ,  and if it 
shou ld  t r ansp i re  tha t  fau l ty  man-  
a g e m e n t  is the  cause ,  the  people  
respons ib le  m u s t  be replaced;  the  
bus ines s  migh t  e v e n  be put  into 
l iquidat ion.  But this  wouId be a 
polit ical decision:  e i ther  soc ie ty  
needs  the  bus iness ,  in which case 
it mus t  be r e - o r g a n i s e d - - n o t  by  
pumping  in m o n e y  but  by  credit  
advances .  If soc i e ty  does not  need  
the bus iness ,  then  it m u s t  go into 
Iiquidation.  

INTERECONOMICS: Say there  is 
a s t ruc tu ra l  crisis, a coal mine,  for 
ins tance ,  which for s t ruc tura l  rea-  
sons  is not  f lour i sh ing  as e.g. in 
W e s t  G e rma ny .  W h a t  then? 

glK: Then,  logically,  the  bus iness  
will h a v e  to be closed. That  is pre- 
c ise ly  wha t  we  are a iming  at. W e  
ha ve  m a n y  b u s i n e s s e s  which are 
quite unprof i t ab le  but  which were  
a l lowed to ca r ry  on u n d e r  the  old 
sys tem.  N obody  had  the  oppor tun-  
ity to close down such bus inesses .  
In future,  if such a bus ine s s  does 
not  cover  its w a ge  bill, it will no t  be 
able to surv ive ,  and tha t  is a good 
thing b e c a u s e  the  w orke r s  will 
move  a w a y  from there  to w he re  
we need  them. This w a y  an "eco- 
nomic"  red is t r ibu t ion  of labour  will 
be achieved and u n d e r  our condi-  
t ions u n e m p l o y m e n t  canno t  happen .  

INTERECONOMICS: Do you  not  
think it poss ib le  tha t  you  m a y  
ha ve  to con tend  wi th  diff icul t ies  
such as we  e x p e r i e n c e - - t h a t  you  
will ha ve  to f inance  conce rns  which 
ha ve  got into s t ruc tu ra l  diff icult ies 
sole ly  because  t h e y  are  backed by  



certain in te res t s - - say ,  the coal- 
owners  or even the unions which, 
in the Ruhr, represen t  400,000 
workers? One compromise after  an- 
other  is made and a branch of the 
economy is subsidised which is no 
longer justif ied by  current  require-  
meats? 

~IK: I would put it in this way:  
in that case the problem would  be 
the same as yours  or as that  in 
other  countries.  It would not  he 
easy  to change. Since you ment ion  
coa l - - in  our count ry  this is also a 
highly inefficient  inves tment  which 
is becoming inceas ingly  expens ive  
for us. We are going deeper and 
deeper and we must therefore be 
converting increasingly to oil-heat- 
ing and other  uses of oil. 

INTERECONOMICS: So here  too, 
by taking the example  of a branch 
of the economy which is t h rea tened  
by a structural  crisis, we  can see  
that  you have  problems similar to 
the ones we  exper ience .  

~JK: Yes, that  is quite right. 
Now, if I may  say  some more  about  
it: this is jus t  w h e r e  p lanning 
should help us somewhat ,  since it 
should be poss ible  to predict  these  
things ear l ier  and t ry  to find a 
solution in good time. 

INTERECONOMIC$: This is just  
the reason w h y  we are also intro- 

ducing a cer ta in  form of planning.  
This should solve s t ructural  crises, 
growth  cr ises  and o ther  cr ises  
which may  occur. To this extent ,  
there  is real ly  a cer ta in  "rapproche- 
ment" of our  problems and of the  
methods  used  to solve these  pro- 
b l ems - - t a lk ing  from an economic 
and technical s tandpoint .  

glK: I agree completely.  If one 
is bet ter  acquainted with the essen-  
tials of a socialist  economy,  it 
can be seen  that the d i f fe rences  
vis-h-vis a h igh ly-deve loped ,  mod- 
ern, capitaIist  economy are by  no 
means so grea t  as people  used  to 
t h ink - -o r  wished  to think. But I 
r e p e a t - - a n d  p lease  u n d e r s t a n d - -  
this must  not  be in te rp re ted  as a 
re t rograde step back to capital ist ic  
ownership.  There  is no ques t ion  of 
that. 

INTERECONOMICS:At this point, 
we should really explode a myth 
which- - i t  may  be--a few econo- 
mists in Eastern Europe have  
he lped  to create} we, in the West ,  
are a lways adding fuel to the f i r e - -  
namely,  that  we  in the W e s t  are 
still the arch-capitalists  we  used to 
be. All the examples  quoted at the  
beginning of this talk and especial-  
ly those ci ted towards  the  end, 
indicate  tha t  in that  sense  we  are 

no longer  genuine  capitalists,  but  
that fundamenta l ly  and with a good 
dash of pragmatism,  we  are t ry ing 
to make  the bes t  of the market  
economy in order  to achieve cer- 
tain pre-se t  targets ,  b u t - - w e  must 
recognise  this as the essent ia l  dif- 
fe rence  b e t w e e n  our  s y s t e m s - - i n  
our sys tem these  targets  are  set  
more  by  individuals  or b y  part icu-  
lar groups than is the case in your  
sys tem (and this will  hold even 
when  your  n e w  ideas have  been  
implemented) .  

~IK: Quite so; I agree  entirely.  
Nor do I v iew the ques t ion of pro- 
pe r ty  so much from its legalist ic  
aspect;  it is more  a ma t t e r  of who  
controls  the proper ty ,  of a social 
type  of p roduc t ion  and product  
distribution, i.e. the  way  of enforc- 
ing cer tain interests .  But as soon 
as p r iva te  in teres ts  or the  inter-  
ests of small  groups are subordi-  
nated to the genera l  interest ,  the  
economical ly  impor tan t  essent iMs 
of p rogress ive  deve lopment  will 
actual ly asser t  themselves .  

INTERECONOMICS :Professor,  we  
ought to end our discussion here.  
We have  heard  a weal th  of v iews  
from you and have  arrived at a 
conclusion which we think will be 
of great interest to the public. 

Effects on Development of the Population Explosion 
in Latin America 
By Dr. Jiirgen Westphalen, Hamburg 

The present  popula t ion  problem in Latin America  is 
not  dependen t  upon  too large a number  of inhabi tants  
in re la t ion to hab i tab le  area and the potent ia l  area  
available for g rowing  foods tu f f s - -as  in the case  of 
some developing countries in the Far East--but ra ther  
upon the far too rapid  popula t ion increase compared  
with the growth  of the economy, i .e . -- to quote  
R. F. Behrendt  1 u p o n  a marked "dispar i ty  b e t w e e n  
popula t ion rates of g rowth  and comparat ive  economic 
s tagnat ion".  There  is no inhabi ted area of comparable  
size whose  popula t ion  increases  as rapidly as that  of 
Latin America.  From 1920 to 1950 the popula t ion of 
Latin Amer ica  i nc r ea sed  by 79~ over  the same 
period the popula t ion  increase in North America  was  

1 R.  F.  B e h r e n d t : S o z i a l e  S t r a t e g i e  f i i r  E n t w i c k l u n g s l f i n d e r .  
E n t w u r f  e i n e r  E n t w i c k l u n g s s o z i o l o g i e .  F r a n k [ u r t  a m  M a i n  1965, 
p.  24. 

44'~ in Asia  43 ~ in Africa 42 0f~ but  in Europe (in- 
c luding USSR) only 18 %%. It can be es t imated  that  in 
the second  half  of the century,  i.e. b e t w e e n  1950 and 
2000, the  popula t ion of Latin Amer ica  will increase  
by  263 % (!), whereas  in Asia  the increase  will  be 
only 180 ~ in Africa 159 ~ in Nor th  Amer ica  86 ~ 
and in Europe (including USSR) 65 0/~. 

The fol lowing brief remarks cannot  be more  than  a 
rough outl ine of populat ion deve lopment s  on the 
Lat in-American sub-continent .  Some impor tant  causes  
of this deve lopment  are indica ted  and the i r  most  im- 
por tant  economic and social effects  descr ibed.  Final ly 
- - b u t  again only in b r i e f - -poss ib le  popula t ion  t rends  
will be  es t imated and indicat ions will  be g iven  of 
some of the requirements  in Latin Amer ica  re la t ing 
to genera l  deve lopment  pol icy in re la t ion to the 
populat ion problem. 
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