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Grzegerz W.Eolodke

Crisis, Adjustment and Growth in Socialist Economy -
Political Challenges and the Dilemmas of Economlc Sciences

The ecrisis syndrome which now reaches beyond the
economie sphere, to embrace alsc social and political
institutions, presents a serious challenge to both policy
and sclence, speaifleally = to scontale selences. Sclence
ls often held llable f{or adverse socizl and economic
developments {consequently alsc for political evental.
One thues comes to ask, to what extent the level of
thecretical knowledge and sclentifle postulates with
regard to soclal and economlc polley share the Jaint
liabllity for crisis phenomena and processes. Is sclence
keeping abreast of the challenges of development processes
and proving 1ts usefulness? Is pollcy willing and able to
use the wisdom that sclence proposes? Answering these
questlons s worth a try, especially in view of
accelerated changes taking place In  the socialist
countries at the turn of the elightles. Speaking of
soclallst countries, [ prefer Lo the economlies other
authors call, increasingly often - real soclallsm,
cosfiunlsEm or Soviet-type economy. The probles however is
not  with definitions, but with the meanings they stand
for. Ore could say that on the one hand, science falls to
follew the pace of political challenges and, on the ather,
both pelley and practice drav too little on sclentific
achlevements.

1. General Crisis of the Socialist Economy

Soclallist economy 1s undergoing a general crisis. This is
no business cycle recession, dus to an adverse combination of
events and consisting in  the appearance of unfavourable trends
in the process of macroeconomic reproduction, but a4 wholesale
crisis of economic, social and political relations, along with
thelr concurrent Iinstitutlons. The difference between the
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goneral crisls and that related to cyclical growth pruce::esl,
abserved already at the earlier stages of soclallist economlc
development®, 1s that 1t cannot be cured under the set of
conditions which had created 1t. Hence, the general crisls can
be cured by a eajor reform of the socialist economy or Ibs
outright negation. In the second case, never practically
implemonted as yeb, we would have a very -pucullar case of
development through a2 double negatlon, asg i itk wers,
Socialist economy came Into belng as a negatlon of the
capitalist sconomy and now, It would be comnfing back Lo where it
came from, though on a different level and In a considerably
modified form, because no one, I belleve, would like to bring
back the status quo andfe. Afbter ﬁil. the only escaps route
1ies ahead, though for ldeologlical and political reasons,
various factlons and scclal and professional groups glve
different interpretations to such basle concepts as
development, natlonal interests and macroeconomic performance .
The general crisis of the soclallist economy appears In three
planes: systesic, structural and pelitical. Attempts at
avercoming It sust therefore also consist In Tundamental
transformatlions in all these planes. Comprebensive and radlcal
ecanomiec refors 1= the answer to the systemic crisls.  Attempts
are made to counter the structural crisis with far-reaching
strustural transformatlens, while a re-evaluatien uith regard te
former objectives and means and methods wsed thus far, are the

! I expanded on cyclical ecomomic growih iIn soclalism,
Including the so-called long eyele elsewhere [Kolodko 18988).

2

Janos ¥ormail divides the history of soclialist economy to
date Into three phases: herole, classic  and reformed
socialism (Rormal 1987). The following periods should
corregpond to these phases In Poland: 1846-~18956, 1855-1580
and 1980-1%83. According to my Interpretatlon of the general
crizis of sccialist economy {Kolodko 1988a and Eolodko 1883d)
it started anly in the elghtles. )



reactlion to the crisis of weconomic policy. Speaking of policy,
one cannet ferget its broader disension, as we are also
concerned here with the ways power 1s exercised, which have to
change In tlmes when we are coplng with the general crisis of
the soccialist economy.

It is clear that the extent of crisis phenosena differs from
one scclalist country te znother. Without getting invelved in
the subtleties of definitions and methodelogy, we can say that
the crisiz syndrome is most obvicus in Peland., Poland however
is an exception not with this respect. What 18 excepticnal, i=
the spectacular scale of crisis phenomena in so many areas f_q.:.
inflation, shortages, forelign debt, environmental pollution,
depreciation of the ethos of work, Ideological chaos and
others), much broader than In other countries. This allows some
to deny the existence of such problems, but Lhey are still
there, official declarations notwithstanding’  While still
questioned by many politiclans and - less frequently - by
economists (even if they do not use this term), the general
crisis of soclallsm ig a fact.

This erisils presents both theory and - practlice, science and
pollicy with speclal tasks. What they should consist Iin s
another question, on which there are many views. The most
convenlient polnt of view would be to assume thet science should
merely explain reality. leaving the difflcult task of Its
transforsation (for the better, of course)] to politicians.

1 The position of HRamiz Alla, the Albanian leader Is an
extreme, though not unique illustration. He said on the 45th
annlversary of Albania’s liberation: "Everybody knows what is
going on in the Soviet Union, Yugeslavia and other Eastern
countries. Revisionists  have betrayed MarxismLeninism,
abandoned soclalist ideology amd entered the road of
counter-revolutionary reformism. These countries Ffound
themselves beset by a deep economic crisis, their debts are
choking them. Social and national conflicts are erupting
everywhere. Gates have been opened to foreign capital. The
growth of the private sector has become the prime goal.
Coerclon and class exploitation are setting in again. Vid.
Tygedniowy Biuletyn Specjalny PAP, Ne 3129 (19839.03.23) p.V.



While I do not share this wiew, I propose to drav a clear
distinction between science on the ene hand, and pollicy and
ideclogy en the other, and to diztingulsh bebtween theory and
practice (Koledko 12907, It is worthwhile te guote here an
interesting wview of Aalf Dahrendarf, the recter of Anthony's
College ab Ouford: "Today, it Is . such more important to be like
a crystal reflecting external light, than {o elaborate
tomorrow’ s  programs.  Our role should above all consist iIn
wnderstanding what Iz geing on. One should pot repeat the
mistakes of the past, when many Intellectuals, becane
Ideoleglsts, only lo play a truly negalive role. Wishing to
take sides, they confused lheory with prnct!cs"}'

Glven that thegse approaches ara-lntarﬂnvan with regard to
gsoctal and ecopomslic phencmena and processes, confusing theory
with practice, or sclence wlth pelicy Is both frequent and
understandable, There should be no doubt however, that economlic
sclences cannot confine themselves to the role of the crystal,
whilch can all too ecasily become a crooked mirror. The rele of
economics is  te explaln  reallty and facllitate Its
understanding, which i3 no small feat In a perled of turbulent
changes, but it alse should point to the methods and Instruments
to be used Lo achieve desirable transformatlons of this reallity.
The former s ithe descriptive approach, while the second -
norzat ive.

Much progresa has been achleved in the recent years, both 1ln
goclalist and Western literature, with regard to the theoretical
explanation of crisis phgnunanh in ﬂu:lailﬂl economles. It can

be attributed to the = unfortunately = increasing amount of
empirical material and a more sclentistic approach Lo ithe
subject matter. On the one hand, 1 specifically refer to the
fact, that apologetics often practised in the days of classic

1 Vid. imterview granted by Ralf Dahrendorf to La Republica
on 13~14 August 1988, (quoting after Forum 1889 Ho 40 p.B).



socialism with regard to economic thought is being very quickly -
shelved, On  the other, primitive sovietology In Western
literature is losing ground to an ever richer = as interest
grows - professional llterature. Advances in these areas hardly
mean that unanimity has been reached on the sources, essence amd
the consequences of the general crigls of sociallisa.
Conversely, there are even more differences, If cone also
conslders the ways of overcoming this crisis, I

2. Science and Palicy

Joan Bobinson ocnce sald that an economist's anSwer Is a
politician's question. Much as it tempting, this Is & passive
approach. One must ask the gquestlon about the erigin of such
important divergencies between the postulates of esconomic
sclence (ln thelr normative functlen) and the decislons of
economic policy. These divergencies In turn, make reality very
much different from sclentiflc models. MNeedless to say, reallty |
iz usually much worse. Blaming polley for everything would be
an abvious oversimplification, because this lssue Is much more
complex.

First, science 1is lasperfect and one msust admit that there
are even fundamental gquestions to which it may have o answers
at a given time, Second, Its answers may not be readliy
appllicable and thus = wuseless for practical purposes. Third,
ecaonomic scliences are not, and will prokably npever ba -
ldevlogically and politically meutral. This iz why there may
often be many answers to a single questlon and It cannot be
always unpequivocally determined where the objective truth lles.
Fourth, politicians are often unwilling or incapable of using
scientific achlevements., Fifth, economic postulates (especlally
in times of deep crisis) may be demagogy Iin disgulise, usurpling
the name of sclence, may which turn policy away from sclence as
such, or bulld pollicy on demagogy and make science responsible.
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Sixth, pollcy often strives to treal sclence one mare
instrument, incapacitating sclence and leading to sclentific
servility (if a servile sclence s5tll]l deserves being called
sciencel. | Seventh, sclence may put forvard ratlonal solutlons,
that policy wiil readily apply, but the economy, and a
population unwlililing fo bear the necessary Lherapy, may well
make Lhem unenforceable. Eighth, sclence s not Infalllbie,
especially on socliely and unununy.1 It deserves being stressed
hera, that spreading ecomomle and politlical destablilisation =
one of the symptoms of the general crlszis of zockallsm = ls
hardly helpful in enhancing the influence of seclence on polley
and thus - en goclal and economic reallty, insofar as the latter
Iz a fupction of policy rather than of sponboneocus processes.
¥hile ome =ay observe an ipereased interest of policy In
gcience, reflected, among other things, In  impatlient questlons
asked of sclence, Gthere are uth&ri disturbing phenomena. I
refer especially bto spreading demagogy, mentloned before, mosktly
in the fora of various “miraculows" antl-crisis reclpes,

ufcertalpty aa to the desired directions of development

= e . e s I o Ly s =

J.Pajestka glives an Interesting presentation of Gthis
problesm In his  last work. Asking guestions ...why was a
mechanism which did not! prove itself in practice adopled as
socifalist and why has it operated for so [long without
necessary adapfation, the author thepn states: The Flirst
element of the answer [$ thal sclence I concelted, and
believes [ts own Infallibllity. This fallacy nepds no
comprehension ner should It be directed exclusively at
Harxism. {...) man became fascinated with science, showing
less  than normal human cautien, which tends fo critlcally
evaluale everything and (o be very careful in the forsulation
af  conclugiens (...} The blimndness of mankind, belleving
wilhoul reserve that sclence shows the right way and that [t
should be fully trusted, s proper to that stage of human
civilizsation in which mpan became fascinated with himself,
with his "divine” qualities. I do nol mean te say here that
scjence should not be frusted, but that [t should not be
trusted indiscriminately. MHoreover, the more difficult are
the processes under consideration, the harder (I is to relate
them to real experiences and the more caulion Is advisable.
(Pajestka 1989, p.171).
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processes in the face of ever stronger political struggle and
ldeological chacs, and the upusually strong pressure of time.
In sonnection with the last remark, one must stress the danper
of sclentific analyses and syntheses becoming more suparficlal,
of theary becoming journalistic deliberations or - the sarlier
ment joned confuslen of theory with ideslogy. The period of
destabliisatlon makes 1t diffieult to draw on selentific
achievemenis also because of the complexity of the matter, which
Is to be transformed. It resembles the case of a seriously ill
patlent who refuses the proposed therapy desplite his poor
condition and the dangers he is Tacing, while we are unwilling
or unable to force him,” In  that case we run Into an
immunologlcal barrler, as 1f 1t were, or a barrier to the
soclety’'s capacity to absorb undergoing change. L

Thiz barrler which can hardly be determined ex ante, while
ascertalining it ex posi may mean that we are already deallng
with an open soclal conflict which may take wvarlous forms, was
present throughout the whole decade of the Eigh‘t!l;ea- The
reallsation of coming so close teo thls barrier of accepbamce or
social protest tends to paralyse policy. This must be
understood, though not necessarily exculpated, Sclence however,
not beling directly respopsible for the declislonz of economle
policy, is always more pradical. This partly explains the
Inconsistenclies in the reforms of some soclallst economies
implemented Iin the eighties, especlally In China, Yugoslavia,
Poland, Hungary and the Soviet Union.

Dogmatism represents a special threat to the proper
development of economic sclences amd thelir application.

et e e e e e

1 Destablilisation can reflect the lack of refermatory
efforts, when [gnorance, Indolence or other faclors produce
a gitvation where the authorities fail to meel the demand
for adaptation, but also - going beyond the barrier of
adaptive capacities. Thiz Is a phenomenon which can
happen In any reformatory process. It msust be understood
and countered, because It can Jeopardize the whole process
of deliberate changes. (Pajestka 1988, p.186).
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Unfortunately, it is not only difficult to shed its yoke but,
Wwhat 15 more, ooe can observe a propansity for extremes attltudes
Wwith Lthis raspect. Megntive experiences with ane

econonle system or  pollcy tend to lead to extreme attitudes
and to the overrating of radically opposed systems. Such
extreme attitudes are Lo be observed In both science

and policy, and their relationship is obvious., Quite naturally
the pgoeneral crislis of soclallsm diverted the Interest of
econamic sciencos  townrds liberal theories.  Howewer, what can
be called an explosion of these theories, often ewpressed in the
lack of discrimineticn in adopting wvaricus "ultra-markeb”™
pragrans or primitive monetarism, lacking even gerious studles
of Western llterpture = so abundant inm this fleld, makes one
wonder, One must also note that faghion 1is a factor alse in
ecopomics.  And, as we all know, fashions coee and go, or at
least change. except Lhat falllng lor fashlons may be dangerous
when dealing with ecoenomies and socleties,

While sympathlzing with market and monetarist trends in the
gtrectural and tpstitutlenal transformations of  the sociallst
econrany, one should avold taklpng extreme positions, especially
on economis policy. This polint iz alse emphazized with regard
te the governmenkt's economic progras presented in Poland last
fall (Program 1989), which Is precisely an Ienampla of such
one-sided espousal of sclentiflc proposalz and as such - can be
rather disquieting. The authors” cepwviction that the markel s
the only admissible regulating mechanism and that the fullest
possible ellmination of the state from the economy soupds (...)
Yike a degma. For It is hard fe give anciher name (o a
sftuation where the implesentation of a principle seems more
Important than the balance of Iosses and benefits derived
thsrefram.1 The fundasental danger invelved in such dogmas llies

D T P S N i P O O G S I oS L L T v

V' vid. T.Jezioranskl (1289)
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in a speecific previval of wishful Lhinﬁinﬁ, For attempts to
transplant solutions proved (though still Incompletely) in other
instituticnal and structural environments, to & fundamentally
different environment of a destabllised esconomy of shortage, are
nothing less than wishful thinking, Unfortunately, the lessons
cof practlcal experience will be awvallable only at a later date,
Will science, divided over many eagpects, be alse responsible in
this case? After all, political aspects to which economic
arguments have uswally lost, are decisive,

3. "Non-market, MNon-plan” Syatem

The plan versus market dilemma has been solved, This
statement applles to at least some of the sociallst economies,
more advanced In their reforms (Yugoslavia, Poland and Hungary
and, to a lesser extent, China and Vietnam}l. In the Soviet
Unlon, we can observe lnocreasingly heated discussions typlcoal of
the pericd of nalve falth (the sarly eighties in the case of
Poland and Hungary] In the chances of combining the advantages
of central planning with the merits of market economy.

As of now, 1t ls difficult to speak of economic reforms in
other sociallst countries, in the sense [ gilve te this term in
the present =:suy.1 For them, It 1s still a matter of time.
What i3 more, these countrles or - more preclsely - thelir
poeliticians deny the need for market-criented reforms and this
cannot fail to bear on the condition of economic sclences and
research patterns.

One can come across views which we may perceive as coming
from a different era. The Romanlan Iinterpretation of the
processes In Hungary is following: It fs a historical nonsense [o
turn back to reformalory concepts ahd practices, to reverf fo

ETETY

1 For more on non-European soclalist countries prefer to,
among others: V. Andreff (1983), D.S.G. Goodman (19839) and
5.G. Rocs (1983).
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capitalist forms which would be Jimplied In the privatlisation of
the means of production, to belittle the role of soclalist
property, o legalize the so-called markel soclalism, which
opens wide the gates to competition, privale profil, egolsm,
individualiss, unemployment, Imequallty armd lack of jJustlice,
inherent In former sociellies. 1 Such an approach sounds more
like ideclogical interpretation than sclentific argument.
However, also this approach is used to guestion the advantages
of market mechanlsms over cepniralized pl:n.rl.rii.rls.E
Assuming however, Gthat the parket orlentation of systemlc
reforms in soclallst economy and polley, whlch leans more and -
pore on monetary Instrusents, will make headway In more
sociallst countrles, the plan versus market dilemsa shall be
settled in favour of the latter. Thls should not however lmply
dumping macroeconomic planning :;I.t-ngut.tmr._ though =a person
following discussions on this subject mlght sometimes get the
impression that the market alone provides an adequate mechanism
of =&llecatlon. Even Il we made this assumption Just for a
moment (theugh It 1s not Lrue), then we would be still left with
the fundamental problem of bullding a mnarket emnﬁny, The
digmantliing of a central planning system i3 one thing, and
tangible achlevements can be shown, but creating and putting an
efficient market mechanism in pias:: iz quite a different lssue,
and most of the economlies currently undergolng reforms have
precloes few pu'nil.lv- results to boast with this regard.
1

¥id. - [upta Intregului Popor, September 1983,
[(Romanian Milltary and Historical Magazine),
quotation ' after Odrodzenie 1983 No 40 p.2.

2 For examsple, H. Nick of the Academy of Soclal Sclences
of the Central Committee of the East German Communist Party
polnts that  the advocates . af  the so-called  market
soclallsm ...are fascinated by nalve, or even rogantic
bellefs about the regulating capacities of the market
economy, about the allegedly healing influence which can be
expected of free competition and of the decartel izatfon
of sccialist monopolles. Vid. Tygedniowy  Biulelyn
Spec jalny PAP 1988 HNo 3088 (1889.04.0B) p.VI.
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The economlc system now In place i a curlous hybrid, It
comblnes the " negatlve featurez of both planned and market
systemz. Taking another approach, one might say that it iz &
“non-plan, nonr-market” system, a pecullar state of systemic
vagueness, wvery threatening te economlc performance. In such a
situatien, the crisls syndrome develops and becones more acute.
Crisis phenomena have been originally caused by a set of other
reasons, but at a polnt where the old system no longer
dominates, while the new has not yet set In, these causes are
strong enough to sustain and fuel these destructive social and
ECONOmIiC processes.

This is particularly wisible In the phenomenen called
shortagellation (Kolodko-McMahon 1987, Kolodke 1888}, It
conslsts In the parallel growth of both price and repressed
[accumulation of excess money balances] inflation. The
manifestatlions of this process have been increasingly strong in
reforeed soclalist economies, Iuaplcialhr since the second half
of the elghties. For we are now facing an accelerating price
inflation and more acute shortages In all the countries
undergaing reforms. To & lesser extent, this s also true,
especially with regard to price inflation, for the cglassic
centrally planned economies, including the best developed = the
GDR and Czechoslovakla. One must add here, that the more these
countries delay the ipevitable market and monetary type reforms,
the more dramatic will their future shortageflation be. This
thesis 1s coerrcborated by Chinese and Soviet experiences, where
price inflation levels were, respectively 25% apd BY 1n the
years 18BE-1888 and inflation was accompanied by lncreasingly
acute shortages,

Shortageflatien has a special importance In this context.
It is not merely a sum of the two types of Inflationary
processes, but a third, entirely new quality, which has a highly
adverse impact on the process of soclal repreduction and hinders
further progress In the Iimplementation of Institutional and
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structural changes, There is solid evidence to corrochorate the
statement that the shortopeflation syndrome is the most painful
consequence and alsoe, lhe main threat ta the process of economic
and pelitical reformz. Among obther reasons, this view iz based
on  the fact that market mechanlsms are exceedingly bard to
Introduce under  such conditions, 1 Thus, although the outcome
af the plan versus market dilemma In favour of the latter 1s
abvious, one should npot yield to malve neo-liberal theories,
typloal of the laissez-Taire era. Introducing a markeb-type
regulation Inte the economy is o Lask for & whole geperation.
There iz no doubt Lhat many mislakes entailing grawve
consequences will be committed in the process, oWing to, ameng
other things, reasons mentioned earlier.

Interestingly, Yhese mistakes are repesated 1Ina simllar
gequence and ways by one cﬁuntry after another, This Iz
demonsirated, among other things, in the approach bo Lhe
egtabl leh=ent of the capital market in Hungaty, then In Poland,
by Lhe experiences With the operation of enployes
sell-government confronted with the attespted expansion of
market mechanisms [YuguEIEV!u..thun Poland) ar In debates on the
sources, essence and ways Lo overcoms the infliatlonary overhang.
Im the Iattor case, Soviet debates of late 159E9 are very much
like enrllier Polish deliberations. We find that economies and
socictles bebave 1lke people, especially the young and prefor be
learn by thelr cwn trial and error!

T S R (T T NS e R TR e

! Without getting invelwed im the appraisal of

partlcutar systems regulating natleonal economies, Janos
Eornai is right to emphagzize that the relationship between
market-type regulation and state ownership 1s weak (Kernsi

1984}, Hepce, 1t Is difficult te  expect market-type
behaviour on Lhe port of economle organisatlons without
first introducing appropriate changes in ownership.

14



4. Second Japan or Second Argentina?

Econorle corisis brings necessary adaptlve actlon te the
daily agenda. First comes economic stablilisatlion, which in
conpjunction with the necessary measures in the systemie,
structural and politleal planes, should assure relatively stable
growth in the longer term. Comes the question about the nature
of =stabllising and adaptive action, about the Iinstruments of
econonic policy to be used in its course and lastly = about the
possible economic {and financial), soclal and pollibtical
:nnseqﬁm:es.

Japan In the title is obviously an epltome, A sscond
Argentina is much less of an eplitome and I shall revert to that
later. After all, looking maybe not for a standard to be
copled, but for some point of reference for the vislions of
Poland's economic growth is guite natural. It is egually
natural to loock for intellectual inspiratien for economic
reasoning and for the formulation of sclentific postulates with
regard to macroeconomic polley, especlally those concerning
stabilisation and Lhe ways of speeding up adjustment processes.

Hence, asking:"Second Japan or second Argentina” has =
definite methodological sense. What to fellow, imlitate and what
to avold in systemic {(Institutlonal) solutions, what solutions
and how to try to adapt to our condlitlons, what meagures from
the known arsenal of stablllsatlon and adjustment policy could
be helpful in a soclalist economy in a2 general crisis and
suffering from shortageflation? Then - turning our eyes Lo the
develepment of an already stabllised economy - similar questions
should be asked about the pgrowth policy. Many of these
questions however, have to be asked still teday. And it iz in
thiz context that we should decide, whether more 1% Lo be drawn
from the experiences of the meost advanced ecopomies, like Japan,
for which even the mighty United States have fear and an
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inferiority complex 1, ar from countries whoso economiecs and
silroctures are more like our own., i

The second reazon to ask bthe guestlon aboub a second Japan
or Argentina s connected with the declarations of some
peliticians, who clalm to hold the advanced Hestern economies as
their models 2 . suggesting thereby  their palve faith bthat such
models {and their developesent levels) can be within reach In a
nobt too distant future, provided thelr systemlc and politleal
solutlons are Implemented, One may vnlortunately have some very
grave doubts with thls respect, though there are cthor views on
the gubject which sound like [falry taies-ﬂ These however, can
be hardly scen as scientifie. '

The fundamental problem  of a reformed cconomy, which 13 po

longer centrally planped but not yet markei-regulated, Is that

[ A — rr—rrd rry =B mrr—iwr

fokod aboubt what they consider a greater threat for the
USA - Soviet milltary pover or Japan®s economic might -
32%  of Amerlcans chose the first  answver and 52% = the
secorsd,  Vid, Hewsweek 1988, 10.09.

2 As an example, we might refer here to a statement by one

of the ministers of the Polish government, who treats Sweden
as a point of reference apd conscqguently believes we should
follow iis experiences., ~  One should nonetheless resember,
that Sweden is more than a definite system and policy but
alse, most of all, a very high GHP lewvel [15.5 thousand WS 5
per capita o 19B8) and a medern economic structure,. Even
if  we made tChe absurd assumpblon that Sweden should now go
inte secular stagnation and Poland - into an era of another
economic miracle with a constant annual GHNP growth rate of 105
per capita, we would still need 25 (') years to have egual
economic development levels, However, not only sclentists
should not make absurd’ assumptions but also, or maybe
especlally - politicians.

3 During a debate entitlied He are santenced Lo
aptinism M, Krassowskil asked:"Let”s assume that the markel
is already there. In ten years from pow, will we be claser
to ¥West Cermany or Peru? J. Rorwin-Mikke replled: "West
Cermany will be very easy te leave behind”. Vid. Odrodzenie
1869, Mo 40, p.B.
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it is exceedingly difficult to initlate positive adaptive
processes  precisely  because of the lack of market-type
regulation. One actually faces & series of negative
ad justments, which fuels shortageflatlon mentioned earlier,
bearing adversely on the process of the sarket-orilented economic
reforsm, For example, It is by no mere hazard that we failed bo
attaln a positive, real interest rate, although interest rates
have besn ralsed many times in the recent years, This simply
cannot  be done  under the coenditlens of rlsing inflation and
acute shortages (Kolodke 1885c). We can  take ansther example,
that of the common fallacy claiming that it iz the insufficient
liberallzatlon of prices that {s the main cause of persisting
shortages., Actually, this problem is much more complex, because
wWith shortageflation and the lack of an ad:quateiy-dgvtlapud
financial and banking sector, compounded by the closed cﬁaractar
of the natlenal economy, liberallzing prices without taking
other necessary measures, which somelises require many years to
implement, will only produce more acute shortages at ever higher
cost, price and Income levels. We must emphasirze here,
contradicting naive liberal theories, that it 18 the companies
that are not Interested eor wllling to raise prices te the
cellings set by the demand, because it 15 easier to operate in a
market with excess demand. A. Toplinrkl Is right to stress that
“...there is no evidence to confirm the relationship between the
acuteness of shortages and the Intensity of adminlstrative price
controls” {(Topinskl, 1888, p.ﬁi]l

These comments were  intended only to additlonally
correborate the thesis that If a sccilallst cconomy in & deep
crisis Is set entirely free, to operate only by the market

1 Fer more on experiences with price contrels see,
among others: J.E.Galbraith (1952) and H. Rockeff (1984).
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rules, many negative adjusiment processes may be Inltiated and
thiz may lead to the Intensifikation of crisis phenomena, rather
than te thelr elimlnatjion. Parallel to Lhat, we will have
previcusly unknown pegative phenomena and processes, such as
uneaployment., Hence, more analogles fitting especlally the
Pollish economy of the late elghtlies are to be [ound in the not
g0 dlistant - Im this agpect - Latln American and some other
relatively less advanced countries. I

These analogies have been . observed by a Swedlsh Journallst,
who wrote: "Many freshly baptised "advocates of [he free market
econaomy” in the ranks of - the opposition put too such faith In
he frouble-free relafionship belween the markel and democracy,
usually derived from superficial observalions eof advanced
Festern societies, vather than from comparisons of Pollsh
realily with Chlile or Turkey, which would have been more
apprﬂpriale.i Unfortunately, one must basically agree with
this view. Indeed, Poland's economic sltuatlion as well as some
social and political aspects can be better likened to those of
the earlier mentloned and other less advanced countrles, rather
than to the advanced ones. This has very deflnite consequences
for economic thought and pollcy. It iz therefore worthwhlle to
have & look at what has been golng on In countrles resembling
Foland, for we should know how to draw the rlght conclusions
from these historlcal experliences.,

The Chllean economy embarked on 1its stablllzatlon effort
upder martlal law, imposed after the overthrow of Allende's
democratically elected government ln  the autumn of 1873, Thus,
ad justment precesses took ploce whan democratic institutlons
were suspeonded or even ran contrary to such Institutlons. Afler
nearly a decade of such efferts, inflatlon was brought down to
the psychologlical Parrier of 100 However, thls was pald for

1 ¥id. A.Rlnger., Dapgens Hyheter of Bth  July 1989
(quotation after Tygodniowy Biuletyn Specjfalny FAP
1989, No 3107 (1989.07.12) p.7.
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with a wvery strong differentliatlen Is the population's llving
standards, which sctually drove an Important part of the socclety
inte poverty, Among other things, It was slse connected with
huge unezployment, which attained 21X in 18982. A wvery deep
recession was another cost pald for a neo-llberal adjustment
policy, based on monetarist ideas. Industrlial cutput In 1982
fell by as much ag 25% in comparison with the 1973 level, Lhere
wag a dramatic decline in domestic savings (and consequently -
Investment) and a rapid rise in forelgn debt service {(Ching-yuan

Lin 1987). Only after these dramatle stabllisation and
ad justment processes did the Chllean economy enter the growth
stage, which wasn't trouble-free elther. Hence, Chile's

"sconomle miracle" is ancther mystiflcatlon, because It was pald
for with nine years of huge costs and deprivations (which would
have probably been unacceptable te the soclety IF It weren't for
the dictatorshipl.

Chilean stabllization had three stages. The [Flrst
(September 1973 - summer 1976) conslsted mostly In flscal and
monetary restrictions impesed ln order to stabilise the
economy. . The second, lasting from June 1876 te June 1379
featured attempts to use the exchange rate as a means of
stabllising inflation (Edwards 1984)}(see also fooinote 18).
Lastly, the third stage betwveen June 1379 and June 1882 was a
period of successlve attempts at stabillsation, durlng which
efforts were made to follow a passive monetary pollicy comblned
with a constant exchange rate of the peso to the US S, IL is
worth noting here, that It is then that the mnotlon ef
hyperstagflation was formed (Rames 1580) as the wmost accurate
description for Chile's situation ln that perlod.

- e el e ke . e S A A

1 Studving the economic program of the Fellsh
government (Program 1983) one may easlly observe that also
in this case, these Instruments of stabilisation policy are
to play =a major role.
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Argentina’s experiences with stabilisaticn apd adjustment
measures should inspire even more cautlon. Efforts made by
President Carleos Menem immediately after he took power in susmmer
IEEEI wouild have sSucceeded, provided there was Lthe foreign
support necessary  teo stabllise currency. This time, the early
effects of stabiliszatlion measures were more promising than ever
befare. However, the stabliisatien effort falled agaln in lakte
1983, when - after a deep devaluation - the monthly rate of
inflation has scared back to over SO0X,

The history of Argentina’s stabllisation measures could be
divided inte many chapters and sub-chapters. One can polni Lo
two of them in the seventies. The {irst, covering the perliod
between March 18976 nﬁd December 18978, Involwved succesglive
attempts at wvarious liberalizatlion prugrnl&z , designed as
panaced to the crisis and hyperinflation. In the second phase
(January 1978 = March 1881) attempts were made to check
inflatlon with the axchange rate policy. However, these effarts
failed. Inflatlion was stabilised only temporarily and It was
hyperinflation, at that (Calve 1983, Kolodko 1887). In 1382,
that 13 six years after these liberallzatlon attempts, the GDP
in real terms wes 1.3% lower than in 1885, while industrial
output crashed oaver that perlod by as much as 38U, What is
more, foreign debt kept on rising. As of now, It stands at over

R i s R s i SR i SR S o R e e R TR i RS TN e SR S

I see a certaln apalegy in this case too., In Poland like
in Argentina, the government must Lurn away from
election-time populist slogans to difficult, pragmatic
stabilising measures.

2 Interestingly, politicians often assume that this time
it will be the decislve attemspht. It is usually otherwlise,
The spectacular case of Bolivian stabilisation of the second
half of the seventles 1s now frequently invoked in Poland
(without remembering its encrmous cost, amsong other things,
the doubling of the unemployment rate fros 10% ko 20¥). It
is worth adding, fhat the Belivian case Involved six
successive stabilisatlon and adjustment programs over Gthree
VEArS, implemented by seven successive ministers of
finance and seven central bank governors.
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&80 billion US % and the per capita flgure 1s much higher than in
FPaland, Argentina’s export Industries however, are better
developed than Poland™s.

Further attempts at stabilisatien falled. The so-called
“Austral PFlan®”, consisting in mopetary reform launched early in
the second half of the last deecade falled too (Machlnea -
Fanelll 15E9]. Argentina's  economy  Was plunged in
hyperinflation and ecoromlie stagnation,

If however, we leock at measures taken In the framework of
atabliization initliated In the second half of 1989, It must be
emphagized that Argentina has a developed financial sector
(Including banking) and a capital market, both operabting in a
market environment. That 1s not  the case of relformed soelallst
economlies, which Is why these important differences must be kept
In mind while drawlng concluslons from Latin  American
expaerlences. These remarks notwlithstanding, one shduld remesber
that Poland's sltuatlon resembles Argentina’s 1 more closely
than that of any of the advanced capltalist economles. One must
realise that Argentina has a per capita GNF of 2,350 US 5, whlle
Poland, according to the same estimates (World Development
Report 18989, World Bank, p.185) - only US § 1, 930. The main
probles however, Is that a "second Argentina”, would- hardly be
an extremely bad solution of Poland's case, For one cannot,
preclude &3 [further delerioration of the economic siltuatlon and
not enly In Poland, but also in other soclalist countries.

1 Some authors BS  wery f&r: in those analogles,
T.H. Haylor, prefesser of economics at the Duke University,
wrote: " Poland's fundamental problem Iz neither polltical

P BCONOMIC, but psychological. So-called Polish
nat fonalism is, in fact, a euphemism for Polish
narcissism. As a formila for pelitical instability, the
combinat {on af  Polish fascism, foman Cathelicism amd

Soviet Communizm knows no equal. There [s npo way soclaljzm
could ever work in such an egoceniric society as Poland and
it never will. Foland Is the European equivalent of
Arpent ina, the pelitical amnd economic bazket cage of
Latin Amerjca. ¥id. New York Times 1988.07.08,
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5. Imagination and Besponsibility

Howvadays, economic sclences and policy need lmagination more
than ever befaors. Hence, the further We need ko look Into Lhe
future, the harder it is to have 2 clear visien, There are many
pore alternative scenaries for economic, secial and politieal
developments, both domestle end wlth regard to the broader
frasework of forelign economic relatlons and to the evolution of
sodiallist economy a5 a whole. It 1s against this background
that we pust formulate the view that there is anh urgent need for
science o elaborate more extensive warning forecasts and for
policy to use them. These are forecasts which are sure not o
come true, but which polrt te  the need to combat trends which
are bound to appear unless courtered (Earpinski 1883, p.25). 1
balleve such forecasts are lmndlspensable given the vast expanse
of the area of uncertalnty, which becomes even broader glven the
pruﬁunt d:stablltsatinﬁ aof socciallst economny and contemplated
gd justment measures. For long=<term adjustment processes can be
Interspersed with serlous perturbations resulting from attempts
to introduce market sechanisms under the prevalllng condltlons.
Given this background, ome cannot fall to make several remarks
an Imagination and responsibility with regard te both science
and pallcy.

It has to twe admitted that =25 mentlioned earlier, sclence
aoften falls to provide satisfactory answers Lo challenges it is
faced with, in such cases, It is only natural thabt people draw
oh selutlons tested elsevhere, This ls a partial explanation of
the yearning to draw on the achievements of the most advanced
countries, This yearning s Justified to some extent, like it
is justified to observe the experiences of countries which hawve
different economic systems, bubt similar development levels,

This is vhy comparative studles, In at least three planes,
are particularly important at the present stage. Flrst, In
comparison to the experlences of other reformed scclallst
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economlies  {especlally China, Hungary, Yietnam and the Sovlel
Unionl, Second, less nﬁvanned. countries, especially those with
a high share of the public sector on the one hand and suffering
froa serious sSocial and econoaic destabilisatlon on the other,
are partlecularly inoteresting. Third and last, 1t is necessary
tu. fallow the experiences of advanced market economles,
especinlly those with a high share of the publlic sector. One
should howvever avaid Inconsiderate adaptatlons of conclusions
from these experiences to the conditions of a destabilised
soclalist ecconomy. struggling with the burdenm of its crisis.
This remark applies also the experiences of other soclxlist
countrles, because we always have to  take account of certain
spacifiicities, and It is preclisely here Lhat a measure of
imagimation is always helpful.

The tales of second Japans, West Germanys or Swedens do
Tibkie hara, although we should net lgnere them altogether. It
can be much more harmful to trapsplant  economic polley methods
and implement systemle changes which proved themselves In
different environments and condlitlions, without in-depth studies
and appinprinte adaptétinn to different condltlons,

Solence like polley calls for much imesglnation, which should
fan!litaﬁe the screenlng of wvarious proclalmed theses and
conbemplated measures, if we follow the debates on Lhe
successive stabllisatlon prograss, starting with the Covernment
Frogram for Curbing Inflatlon in the Years 1983-1985 (Program
1983} Lo the Econcmic Program ([(Program 1289) of late 1389, 1t
becomes obvious that Ilmagination is In short supply. Thiﬁ is
hardly a specific Feature of Pollzh econemy and polley, becauze
thegse remarks may be Just as well applied to the experlences of
Latin American countrles, mentlconed earller. [ think there must
be seme relatlonship to  ecepomic destablillsation and the
pressure  of tlme, assoclated with 1t This leads to only
superficially radical, hastlly taken measures, sade wlthout due
conslderation precisely because of thils lack of tlme.
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This lack of imaginaticn is fregquently related to strong
pressures exerted on economic policy. We can take the example
of the indexation of salaries in Poland in 1989 or the so-called
“marketizatlon™ of the agriculture. It wasn't all that
difflcult te anticipate the hyperinflationary threat stemmlng
therefrom (Koledko 1989b) and yet it was ignored because of the
gervile attitude of a part of the scleptific society and the
short-sighted docility of ecomomic policy. ' The case of
indexation was only a minor incldent connected to the lssue of
ecopomic ieagination, but alsg related to the probles of
economic, political and moral responsibility.

The lack of imagination can entall much graver consequences
‘than in the case of indexaticn. We can take the examnple of the
lunatic policles of feorelign Iindebtedness followed by many
countrles, ipcluding Poland, Iin the sSeventles. Today, it ls
hard to concelve how to escape Lhe debt trap. But that already
belongs bto the past, What should ieagination tell us about the
future? What phepomena and processes cannot be precluded and,
"baging on sclentific knowledge of thelir mechanisms, what
indizpensable measures should be taken Ipn advance with regard teo
three #arlier-santloned planes: the economic system, structure
and policyT

How, thla.all reformed socialist economies have entered the

T T T T AT T T

1 Strictly speaking, I1ndexatlon was also used =as an
Instrument in the political game and it is therefore not
alvays possible to say when Iimagination falled and when
actlon was taken wlth full awvareness of tha possible
effects. Eventually, even the most ardent advocates of
Indexation admitted that the novelization of the Law (Law on
Indexat ion amended in mld-October 189832 = OME] was the
rectification of an obwvicus mistake. (Vid. Wyobraznia
Zavodz] {Imagination Fallsy, an Interview with Andrze]
Topinskl, Zycie Gospodarcze 1583, Mo 42, p.5). They also
Stated that ...there are reasons for us nof to have a clear
consclience on this issue. (¥id. statement by R. Buga. ],
quatation after: OKF o bledach indeksac)i, Trybuna Ludu
18839, 10. 13).



long stage of shortageflation, Poland (and in the future also
other countries, if learfding from others' mistakes doesn't glve
better effects than thus far) 18 faced with an extraordinary
state of crisis, which can be called hypershortageflation, as an
analogy to the earlier-mentloned Chilean hyperstagllation.

Given economic trends observed in Poland in the end of 1589
and contemplated measures Intended to have a _Elta.hlll.ll.n.i ef fect
In the coming years, there iz no doubt that we are threatened
with & comblnatlion of exceedlngly adverse processes: =a rise in
overall price levels reaching a scale typleal of hyperinflation,
increasing shortages, an even deeper economlc recesslon
accompanied by unemployment and growlng forelgn debt. This
would be an wunprecedented situatlon, because not even the most
spectacular South Aserican crises had shortages on top eof nll_
other symploms, .

Different: criteria can .hl' used to pppralse the situation ln

the end of the eighties, but it would be difficult to vlew it as °

more favourable than ip the beginnlng of the decade. E{:H:h.l
output Is still lower than before the 1975-1982 recesslon. The
net distributed natlonal Income ln 1583 reached only 35X of the
1978 Mlgure and forelgn debt had more than doubled since then.
Consumption per caplta has not yet recovered to the level of the
explosive year 1580, while investment in real terns ls lower by
about one third than a decade ago. Inflation is many times
higher (12.5% was the average annual rate In the years
1979-15981), while the shortages of consumer goods are by no
means less acute. Lastly, the condition of the government
gector (state budget] 1s clearly mﬁt tluui':in {47 'nulgj.nnil:b; af
the last decade. Glven the situation, 1t.ls obvious that the
populations’ and companies’ inflaticnary expectations are also
such higher.

Remarks made by D.M.Nutl during the previous recession of
the Folish economy are particularly meaningful in view of the
above comparisons: “If Polamd were a capitallst ecountry. In a
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s.i'u'r.tlar crisis, painful but falrly autematic processes and
policy responze would be get in motion. There would be
hyperinflation, currency devaluatlon, drastic public expenditure
cuts and defiationary faxatieon measures, tight money, high
Interest rates, disinvestoent, bankruptcies and plant closures,
and a couple of million unemployed. Some external creditors
wourld get wvery little, or nothing at all, following the
flnancial collapse of their debtors; some of the remaining debt
would be offset by the sale to forelgners of f(lnancial assets
(shares, bonds), land, bullding and plant. Fresh external
finance would be avallable to the more credible borrowers.
Unemployment would hkeep the unions {n check, restralning real
wages and ensuring labour discipline. The drep in real wage
trends and industrial streamiining would eventually promote
exports and encourage new [nvestment, attractlng foreign
capital; in ten years or 80 the economy would be getting out of
the crisis.® (Nutl 1382, p.47; bold print by GWE]. This
scenaric hasn't yet <come true for obvious reafSons. One should
however not forget about the ways and impact of some stabilising
and adaptive mechanisms in a different systemic environment.
Imaginatlion should not fall economists and polliticians preclisely
in such cases. -

Thisz [s why edtraordinary cautlon should be advised with
regard to realignment on market and monetary solutlons, which
may be right =as to the dlirectlons, btut may bring, as has often
been the case in economlic and soclal processes, guite different
effects than promised. Glven these remarks, one cannot fail to
ask whether the promise of 1 percent of monthly Inflation by
mid=-1580 stems from the lack af imagination ar af
responsibility? Asking this question I assume that no price and
wage freeze shall be Imposed to achieve these [lgures, slnce
that would stand in clear contradiction to the much publicised
policy of far-reaching liberalization and deregulation.

Beviewing sclentific and political responsibility against
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this background, 1t is difficult teo give an unequlivocal answer.
Ecomemle policies prosoted and implemented In various periods
and counirles are after all based on sclentlflc views., And the
latter differ widely, sometimes te the point of belng
contradictory. Thus, polley is not In an easy position elither,
All 18 well Hhéﬂ a sound policy is based on wise scientiflc
views. If it Iz the other way around, it ls & disaster. There
can also be & situation where there are no wise sclentiflc views
for a sound palicy to draw on and lastly, vhen there are enocugh
sound sclentiflic views and pollcy is nonetheless fallaclous.

Looking al a somewhat different angle, It 13 worthwhile to
note Lhe lag betwesn sclentific postulates and pollitleal
decisions. Micha¥ Kaleckl, drawing on hls experience as
adviger, and not only to Pollsh governments, used to say that 1t
is not true that politiclans don't take economists’ advice: they
do but  that applles te Lthe economlists of Lthe past generallon.
e could now add that taking Gthe advice of the next comlng
generatlon may be equally Ilnappropriate .insefar as thelr advice
may apply thelir viglons of the [uture, rather than to
present=day reallity.

J. Fajestka points to another aspect of policy YTagging behind
science., Writing about the so-called "paradigm of progress",
which has a strong influence on economic sciences, he observed
that +"...policy tends to lag behind scientifle cognition, but
this is probably also due te human behaviour, which does not
change easily. Scientific argumentation In not sufficient In
this light to change human behaviour. In any case, time passing
hetween comprehension and actilen seems to be rather long
(Pajestka 1989, p. 37-38). 1 will only add that this lag tends
to grow in perlods of economic and politiecal destabllisation,
against both our wishes and expectations.

Given Gthe detersipants and relatlonships dlscussed above,
one may wWell fear that overcoming the syndrome of the general
crislis of sociallist economy wlll be a lengthy and complex
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process. Sclentific cogrnitlon of the subject Is rather poor,
though there 15 no doubt thet mech progress has been achleved in
the recent years. Interestingly enough, 1t 1s the countrles in
despest crisis and with most destabilised economies that seem to
have most achlevesents im this area. it iz qulte
comprehensible, the need belng the mother of inventlon.

The road to stablilisstion will probably lead throwugh further
destabilisation. In any case, such a scenaric cannot be
precluded. As professor Czeslaw Bobrowskl once sald: "questlons
and probless facing wes multiply in geometrical progresslion,
While our knowledge about the ways to overcome them - in
arithsetical progression”. Hepce, the mogt  threatening
dizsequilibrius iz becoming ever more serious: that bebween the
questions and+th¢ answers. Only a constant sclemtiflc proegress
can contribute to balance this disequilibrium. The lack of time
cannst be an  explanatlion for the lack of professlionalism which
can be scmetimes observed, for spreading demagogy and ' the
servility of sclence to the authoritles, vhatever they may be.
Thesge are threats which cannot be lgnored.

{ne could say that from a strictly intellectual, sclentific
point of view, our times are very attractive: it's been a long
time since we've had 1t so lnteresting! However, in the aspect
of soclial and econoamle reality, and policy, which must aspire to
change things for the better, our tlimes are harder than ever!
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