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JOSE FELIX TOBAR-ARBULU 

«we each should like to have a try at working out our own 
salvation. W e do not wish, therefore, to be at the merey of world 
forces working out, or trying to work out, sorne uniform equili
brium according to the ideal principies, if they can be called such, 
of laissez-faire capitalism ... 

W e wish ... to be our own masters, and to be as free as we can 
make ourselves from the interferences of the outside world ... » 

John Maynard Keyness, 1933 

ccording to Harris (1983), the national economy no longer constitutes a cohe
rent unit. National governments have lost the ability to operate national econo

mic policies. Economy in the late 20th century is essentially a world-wide system. 
During the 1960's, the main focus was on the internationalization of European 

and Japanese industrial firms in response to the U.S. transnational corporations 
(TNCs). This was seeing as leading to corporate competition at the world level, with 
TNCs of a given nationality being supported by «their» governments. 

From about 1970, it seemd that TCNs were becoming more global or transnatio
nal, weakening their allegiance to any particular state. Although the «ownership» of 
most TCNs remained predominantly in the state of origin, it was clear that TCNs 
would not hesitate to use currency arbitrage or transfer pricing to protect their 
expansion and profits at the expense of the economic stability of their home coun
tries. Nationalloyalty became subordinate to expansion and profits. 

Since the mid-1970's the role of international banks in mobilizing liquid funds 
have performed a vital function. They have played a role in the reorganizing of sorne 
TCN s whose collapse might jeopardize the stability of the financia! system ( e.g. 
Chrisler, AEG, Massey Ferguson), sometimes but not always in collaboration with 
national governments and central banks. The international banks have channeled 
investment funds to Third World countries. As a result of these developments, eco
nomic activities through the world are linked together by a system which is domina
ted by TCNs and the banks. Regulation of this market by national governments is 
increasingly ineffectual. This leads to the loss of autonomy of national economies, 
and of national economic policies; to a kind of neo-mercatilism, where the fiscal and 
monetary conservatism have known a new revival, culminating in the stridently 
policy models in practice everywhere. (See Nell 1984 for a detailed review of this 
practice). 

Likewise de IMF has taken on a more active role in enforcing neoconservative 
policies on government everywhere (in its funding of public externa! debts). In this, 
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these policies have been fully supported by the prívate international banks, which 
have used their increased freedom of movement to undermine any government at
tempting an alternative approach. 

The political choices of national governments have been constrained by outside 
forces beyond their control. The response of TNCs has been to reestablish a «viable 
market orden>, and to «roll back» the state. If «free» enterprise and the efficient 
functioning of markets are the prime objectives, then the only policy approach is the 
present one: globallaissez-faire, deflation and anti-union policies. Full-employment 
has been abandoned. 

Keynes (1933), nevertheless, warned about the political risks of policies which 
elevate «free» international trade above popular needs and sovereignty. Can a new 
alternative be envisaged? This essay deals with such a task. An alterna ti ve should be 
founded on the idea of an economy that is under a democratic social control. The 
ideology of the «free» market economy must be rejected, without denying the role of 
the market as a subordinate economic mechanism in the part of the economy where 
this mechanism really works (Galbraith 1973-75). 

A democratic social control should focus on the provision of meaningful employ
ment, the satisfaction of human needs such as education, health, housing, public 
transportation and welfare in general and the preservation of the environment. 

Greater national self-sufficiency together with international cooperation is desira
ble. Retooling industries for the production of different goods -serving human needs, 
not creating them is feasible thanks to new technologies 1• 

The left's traditional approach via a class alliance is no longer an alternative. A 
new and more complex political strategy is required, one which integrates the new 
social movements of women, national minorities, anti-nuclear groups, etc. A demo
cratic social control should recognize the ferment of experimentation that exists 
already in local communities, social movements, cooperatives, etc. Without a real 
international support and cooperation, and without a real popular movement behind 
it, individual governments seeking an alternative approach are trapped in a lost way. 

In economics the orthodoxy holds that power is held in check by competition and 
only by competition. Few of undogmatic mind, however, can now doubt that, as 
economy develops, so also does the concentration of production. Few firms of ever 
greater size produce an ever geater share of all goods and services. That concentration 
and the associated accession to market power is now perceptible in all the industrial 
countries. 

Persuasion, education, or the social commitment to what seems natural, proper or 
right causes the individual to submit to the will of another or anothers. This kind of 
power is central to the functioning of the modern economy and polity, in capitalist 
and socialist countries alike. The fact of submission is not recognized, however. This 
power is the product of a continuum from objective, visible persuasion to what the 
individual in the social context has been brought to believe is inherently correct. Thus 

1. While the socialist parties of Western Europe think that existing supranational institutions (the 
E. E. M.) can provide an effective framework to coordinate social control over the economy between 
different countries -more than 15 million of unemployees-, it must be emphasized that the private 
international economic order of TNCs and internacional banks dominates economic relations between 
countries, because it commands the support of political parties and inscitutions in all the major capitalist 
nations. As a result, an alternative program must be p!lrsued in more than one country, if it is to break 
with the existing internacional economic order. 
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TOWARDS A DEMOCRATIC ECONOMIC PLANNING 

one of the most explicit forms of power in modern industrial societies is exercised 
through advertising. No one is likely to question the importance of the media as an 
instrument for winning submission and exercising power. 

Education extends also to the economic and social system. To the extend that such 
instruction succeds, those so educated are led to accept the purposes of the business 
world as valid expressions of the public and their own good. 

Property is one source of power. But on recent times its importance has been 
declining in relation to organization. The power in the business firm and the state that 
one emanated from property -from financia! resources- now comes from the structu
ral association of individuals, from bureaucracy. Organization is the most important 
source of power in modern societies. lt is taken for granted that when an exercise of 
power is needed, organization is required. From the organization, then, comes, the 
requisite persuasion and the resulting submission to the purposes of the organization. 
What one expressed the will of the boss is now the product of bureaucracy. 

Attacking property as the source of power, Marx accepted a basic tenet earlier 
postulated by Smith and Ricardo: goods have value in proportion to the labor incor
porated therein -the labor theory of value. But it was Marx case that only a fraction of 
this value was returned to the worker in his wages; surplus value in the form of 
interest, profits, and rents was appropriated by the capitalist. Wages were kept low by 
the pressure of unemployment- by the omnipresent industrial reserve army in urgent 
need to work. Should wages rise because of an unnatural scarcity of workers, this 
would provoke a crisis, a depression. Such crises, occurring with everincreasing 
severity, would ultimately bring an end to capitalist power. Also inducing to the 
demise would be the great process of capitalist concentration: large capitalist would 
gobble up the smaller busissmen or force them into the proletariat. Not the competi
tion of the classical economists but the monopoly they deplored was on the wave of 
the future. Along with the crises, attenuation and weakness from the concentration 
would contribute to the final collapse. 

The concentration is clearly a part of the contemporary scene and will invoke only 
slight dispute. In Galbraith's words, (1983a p. 182), «The concentration of industrial 
power can be seen in the mere handful of huge organizations that now domínate 
modern economic activity -the thousand or so that ( ... ) contribute two thirds of 
privately produced product in the United States and a similar concentration in the 
other industrial countries». 

lt is true that the power of the state was exercised on behalf of the industrial 
power and very often at his behest. The state was an extension of the instrument of 
enforcement of industrial capitalism; it did for the industrial capitalism what indus
trial capitalism could not do for itself. Marx's observation that the state is the executi
ve committee of the governing classes needs sorne explanation -see Section 6. 

Hundreds of thousands of young people have been instructed away from the 
exercise of industrial power. As Balogh (1982 p. 60) puts it, «To recognize that 
microeconomics must now deal with a world of pervasive oligopoly [ ... ] would 
threaten sorne basic ideological defences of the laissez-faire system». 

The above mentioned change, i.e., a big deal of economic activity in the hands of 
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huge organizations, was not produced by the neoclassical firm, subordinate to the 
authority of the market, but by the modern great corporation. 

With economic development the corporation achieved great size. Since the early 
1930's the studies of Berle and Means (1933), Burnham (1941), Gordon (1945), Lar
ner (1966 ), Herman (1981 ), Bowles et al. (1984) have shown with irrefutable statistics 
that as a large corporation grows, control passes from the owners to the managers. 

What is common to the large enterprise is the inevitability of collective decision
making and guidance in which numerous specialized participants contribute to the 
needed knowledge or experience 2• This structural change is due to what Galbraith 
(1967-78) christened «technostructure» -and we now rechristen as «leading bureau
cracy»- and has its importance on economics as well as on politics. 

The few largest corporations provide around half of everything manufactured and · 
everything supplied as services. The great corporation exercises power over prices, 
costs, technology (Dickson 1984 ), consumer taste, military policy and government 
policy. From this comes the bimodal character of the modern industrial economy: 
there are still thousands of small enterprises, but half the private economy is in the 
hand of the large ones. This at the world level is the contradiction between the North 
(industrially developed) and the South (underdeveloped). The result is clear: «The 
will to national independence is the most powerful force in our time» (Galbraith 
1983b p. 36). The new countries, «reject domination by either of the great powers and 
ask only for the same right of self-determination desired by all nations, old and new» 
(Galbraith 1983b p. 45). 

In all neoclassical and Marxist orthodoxy the profit motive is vital. Y et, as the 
corporate system develops, power passes to the technostructure. The large corpora
tion is management-controlled, corporate growth as well as corporate profit is its 
goal 3 • 

The principal problem of public policy is that of bringing the corporate purpose 
into accord with the public purpose (Galbraith 1973-75). We must face (and resolve) 
the deep and enduring contradiction in modern industrial society. The public and the 
corporate purposes diverge. (Thus, in singular measure, the private business interest 
in arms expenditure and weapons development and the public interest in arms control 

2. Power in passing to those possessed of the relevant knowledge passed to a colectivity. Great 
corporation size and the associated planning are clossely interlocked with changes in the structure of the 
corporate enterprise. No longer could one man empoweted by ownership exercise appreciable power in 
the organization. All important decisions requiere the shared knowledge and experience of many people 
-production men, marketing specialists, tax experts, legislative specialists. Access to knowledge and 
facility in its use become the new source of power. The individual stockholder not involved in manage
ment, even the one with important holdings, becomes a largely passive figure. Power lies in organization 
-in the technostructure (Galbraith 1967-78, 1973-75, 1983a). 

3. The myth of modern company management is of a hierachy in which orders flows down from 
above. The reality is a circle. At the center of the circle is the top management, with the staff of executive 
vice-presidents, financia! vice-presidents, assistant vice-presidents, the controllers, the treasurer, the 
counsel, the head of the Washington office -in the case of an American big corporation. In the next circle 
are the heads of the companies at home and abroad. In the ring beyond are those whose specialized 
knowledge contributes to decisions in the many constituent companies and divisions -the engineers, 
scientists, sales managers, advertising specialists, dealer relations men, designers, lawyers, accountants, 
economists. Next beyond are secretaries, clerks, typists -the white-collar workers. Next are the men 
who supervise production on the floor, get out the goods. In the final outer ring are the blue-collar 
workers. In the inner rings there is power that proceeds from position. In the middle rings there is the 
power that proceeds from knowledge. In the outer rings the power proceeds from numbers and union 
organization. Power flows in as well as out. Corporate action is the product of an intense interaction 
between the rings. (Sorne corporations will measure success primarily by earnings, others by their 
growth. In yet others technological achievement is a partial measure of accomplishment.) Reward 
-higher pay, more power- goes to the man who enlarges his space on one or another of the rings. This is 
why growth is a goal. With so many people working for growth, growth is the test of success. 
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and survival). lt is on the legislative that the public must rely for the assertion of the 
public interest. The government, however, is extensively under the control of corpo
rate power. Yet it is to a government so influenced by corporate power that one must 
turn for the defense of the public interest. 

The corporation, as it became very large, also ceased to be subordinate to the 
market. lt fixed prices, sought out supplies, influenced consumers and otherwise 
power not different from the power of the state itself. 

The large corporation is inevitable. Among other things, it combines experience, · 
engineering, and scientific and other specialities for results far beyond the abilities of 
any individual. 

The case of modern multinational begings with its considerable differences from 
its antecedents -banking operations to finance international trade, resources indus
tries and trading corporations. 

The older multinational operations mostly traded between the rich and the poor 
countries. The multinational operations are now mainly, though not exclusively, 
between the developed countries. 

Since W orld W ar 11, there has been a retreat from was once called economic 
nationalism. GATT (General Agreement on Tariffs and Trade), EEM (European 
Economic Market), EFTA (European Free Trade Area) reflect the needs of the big 
corporations of the participating countries. In the earlier circumstances of internatio
nal trade, tariffs and other restraints protected the market system of one country from 
the advantages, comparative or absolute, of other countries. Since no one controlled 
the supply from abroad or the price at which it was sold, an appropriate tariff was the 
only way of ensuring that it did not have a disastrous or even inconvenient effect on 
the dur11estic market price. With de development of the transnational corporation the 
intruding foreign firm does not reduce process. This breaks down the protective 
oligopolistic equilibrium into which it enters. 

The tranasnational corporation and its needs are the clue to economic policy as 
between the developed countries. (See Apendix). This transnational system interna
tionalizes the tendency to mengual development and inequal income that has occu
rred domestically as between the big and the small enterprises. So the transnational 
system accentuates the inequality development between the presently developed 
world and the rest. 

The TNC internationalizes the power to sell and huy at prices it controls in the 
developed countries. The smaller firms of the underdeveloped countries remain 
subject to the market -or to the market power of the transnational systems. Thus the 
TNC also internationalizes the tendency to inequality as beteween the two halves of 
modern economy. This is the true shape of modern imperialism both in the North 
(industrialized) and in the south (underdeveloped). 

The modern industrial corporation has products that must be marketed. Power is 
indispensable tothe operations of modern large corporation. lt must have power over 
its prices; its planning operations could not possibly survive the kind of price instabi
lity that characteizes most small entrepreneurial industry. It must have a measure of 
control over its earnings; these are a vital source of capital, as all accept. lt has a lo·ng 
production period involving heavy investment; it must, accordingly, have power to 
persuade the consumer to want the product that eventually emerges. lt lives with the 
consent of and by the support of the state; so living, it seeks to influence the decisions 
of the government. 
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That the corporation has power must be conceded. (No one should assume, 
however, that the multinational enterprise is without capacity for antisocial action). 
The only durable defense then is to hold that such exercise of power is inevitable and, 
if subject to proper guidance and restraint, can be socially useful. So the multinational 
should affirm the possession and exercise of power and accept that it must be respon-
sibly employed. . 

The point to be stressed is that this power is deployed, on balance, for socially 
useful ends; where it is not, it must expect to be restrained by the state. Since its real 
power líes with management and ownership is irrelevant, extensive managerial auto
nomy must be granted to national entities as a matter of simple necessity. 

Seeing the contemporary state as the instrument of capitalist power -«an executive 
committee for managing capitalist power»- is a part, very important, no doubt, of the 
whole story. To assign the nineteenth century state exclusively to the exercise of high 
industrial capitalism would be an exageration. Other interests -farmers, small busi
nessmen, religious groups, the old landed classes- had a certain access to government 
power. Nor was all the state power exercised on behalf on the industrial power, 
though all emphasis was on its service to industrial and financia! interest. 

Nowadays with the sift in the sources of power from property to organization \a 
striking feature of our age of organization is (i) the huge number of organized groups 
that seek to appropriate the instruments of power of the state for their own purposes; 
and (ii) the greater number of organizatioris within the structure of the state itself that 
have become original sources of power. 

Not until well into this century would anyone have thought of a conflict between 
government and industry, a common place expectation in our own da y. As Galbraith 
(1983a pp. 152-153) asserts, «In the United States government the Department of 
Defense, the Central lntelligence Agency, the Department of State, and the National 
Security Council all give, as a matter of routine, the most careful attention to what is 
to be released, ( ... ) the Departments of Commerce, Labor, and Agriculture [ ... ] have 
no power comparable with those that have such control [to manage information].» 

Much of the power of weapons policy and arms control rests on the belief that 
this is too subtle and intrincate a matter for the average citizen pr the ordinary 
politician to comprehend. Outsiders should keep out, not challenge the power of 
those who have a monopoly of the requisite knowledge and skills. This deliberate 
power that arises from the conditioning of those over whom the power is exercised, 
in combination with the size, complexity, and technological and other sophistication 
in the tasks of modern government, leads to submission. 

The ability to handle information sucessfully is an aspect of the large discipline 
that relates the interna! to the externa! power of organization. 

This is not all. Power in the interna! structure of government depens on their 
direct relationship with organizations of the exterior. (The extreme case is, in the 
United States, the Department of Defense in aliance with the weapons firms.) 

4. lt is extremely useful to the exercise of the industrial power to have the public believe that all 
effective power was dissolved by the subordination of the industrial firm to the market. A similar design 
operates regarding the power of the government. According to the politicallitany all men and women 
come equally in their sovereignty to the polling place and are subject to the result in accordance with the 
will of majority. This the daily practice openly, visibly, comprehensively denies. The difference in our 
age of organization is that there are a great number of highly competitive organizations engaged in the 
effort to subbordinate the voter and his or her elected representatives to their purposes. 
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The large corporation is here to stay. Those who want to break it up and confine 
its operations within national boundaries are at war with history and circumstance. 
Large tasks require large organizations. 

In its pricing, procurement of materials, persuasion of consumers and distribution 
of the resulting income, the modern large corporation, numerous scholars now con
cede, functions increasingly as an independent force -as an instrument for the exercise 
of power in which there is responsability primarily to itself. 

This power is independent, perhaps even above, the modern state. The modern 
~arge corporation has become an instrument of its own organization. lt is a creature of 
1ts own bureaucracy. 

Having independent power and being a creature of its own organization, the 
modern corporation serves the purposes of its own management. These purposes are 
frequently different from those of the public or substantial part of it. Specifically, the 
corporate bureaucracy seeks its own expansion. 

This expansion proceeds at different rates in different industries. Nothing reliably 
relates growth in one industry to growth in related and dependent industries. (Thus 
we have fuel crises, energy crises, newsprint crises, and so on. See Section 9.) 

The ultimate answer to the multinational corporation is multinational authority 
-government that is coordinate in scope with the corporations being regulated. 
Meanwhile for national governments the only answer is a strong framework of rules 
that align the exercises of corporate power with the public purpose- see Section 10. 

Since the management is a self-governing, self-perpetuating bureaucracy, no claim 
can be made to the traditional immunity associated with property ownership. Thus 
the need of public ownership has to be reconciled with extensive managerial autono
my. (A public owner cannot and should not participate in the routine of management. 
His intrusion, since it is uninformed, is damaging.) 

There are suggestions of further reforms. Putting representatives of labor, minori
ties, women and the public on boards of directors is discussed. The participation of 
trade unions is very much an issue in Europe. But since those members of the boards 
of directors who do not participate in day-to-day management are without power, all 
this, on balance, will be a dubious reform. For Galbraith (1977 p. 278) a better line of 
development would be to abolish boards of directors in the large firms now that they 
have no function. These would then be replaced with a board of public auditors, 
which would keep out of management decisions, but ensure the enforcement of 
public laws and regulations, report qn matters of public interest, otherwise keep 
management honest and ratify or, in the event of inadequacy or failure, orden changes 
in the top management command. 

This board of public auditors would reflect the consumer interest. lt should 
maintain continuing surveillance to ensure conformity with public goals on safety 
products, pollution, political neutrality and the rest. To this end it should have full 
access to the information available in the firm -to prices, costs, investment planning, 
advertising and merchandising methods and plans, and much more. Deliverations of 
the board of public auditors should be known. (Any notion that the great corporation 
is a prívate entity is obsolete.) From this information would also come the raw 
material for legislation setting and refining the rules in what can be done to air, water, 
the tranquility of life, the safety of consumers and for establishing the parameters 
within which corporate growth and profit-making should proceed. 

A further plausible development would be to pay off the functionless stockhol
ders in bonds and have the dividens and capital gains accrue to the public. That is 
socialism. But socialism after the fact. 
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If large tasks are to be performed, large corporations are necessary. By substitu
ting a public surveillance and at the same time safeguarding its operational autonomy, 
the chances for the survival of the great corporation could well be strengthened. 

Toward the end of the last century when the term «economics» carne into use, the 
government was largely excluded and producers and consumers carne together in the 
market; the market was born in a world where distrust of the state was based on the 
assumption that the urgent needs of life (food, clothing, and housing) were all to be 
satisfied in the private sector. In a modern society, however, distrust of the state is no 
longer comprehensible in the view of the demostrated failure of the private sector to· 
satisfy fundamental individual and social needs. (Housin is a clear case of inefficiency 
and of market response unrelated to social needs.) Now we know that there is no 
border between politics and economics (Galbraith 1967-78, 1973-75, 1983a; Leontief 
1982a). The distinction between economics and politics is now an artificial one. 
Economic problems are related to political ones, and in particular to power. 

Galbraith contrasts the power of the large, huge corporations -which manifest 
itself in corporate planning- with the power of the market. According to him (Gal
braith 1973-75) there are two types of contradictions in all modern industrialized 
societies: (i) those between the interest of the «planning system», i. e., the big corpo
rations, and society; and 
(ii) those between the «planning» and the «market» systems. 

Thus the main contradiction in modern societies is not between capital and labor, 
but between the two economic subsystems: the «planning» system related to big 
corporations, and the «market» system related to small enterprises. In both socialist 
and capitalist countries large-scale enterprises coexist with small-scale production. 
Such duality is unavoidable, for while large organizations undeniably perform better 
in sorne fields (i. e., technologically advanced, capital-intensive industries), small 
organizations unquestionably perform better in others (i. e., where individual crafts
manship is required). Thus the socialist countries «are making somewhat greater use 
of private initiative for small-scale activities» (Galbraith and Salinger 1979 p. 29). 

The modern economy is a bimodal one in which the members of the «market» 
system are price-takers while the members of the «planning» system are price-setters, 
and where the latter (being large and powerfully) are consequently able to dictate 
prices (both for inputs and outputs) for the former (who are small and weak, and in 
addition starved of government support). 

As Galbraith states (1973-75 p. 173), «The planning system (i. e., the corporation
dominated part of the economy), in the absence of state intervention, is inherently 
inestable» 5 • The old financia! oligarchy, blamed by Lenin and present-day Soviet 
economists, has given room to the technostructure with economic and political po
wer over the market. 

The historical development depens on what role a particular factor of production 
plays in a particular epoch. lnitially that factor was land, which predetermined a 
whole era of agrarian economy; then capital became that factor, which led to the 
transition to an era of capital analyzed by Marx; and finally, the technostructure 
began to play that part -i.e., the management of large corporation (Galbraith 1967-

5. The problem of the state is the main difficculty, for the big corporation is closely tied in with 
the state. For Galbraith {1973-75 pp. 207-306), today the main stake is on reform. The estate also should 
be an object of reform. 
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78). This technoestructure is the vehicle of large corporations, which control supply 
and demand, provision of capital and minimization of risk in the so-called «planning 
system» (Galbraith 1967-78, 1973-75). «Power has, in fact, passed to what anyone in 
search of novelty might be_justified in calling a new factor of production» (Galbraith 
1967-78 p. 53): the technostructure. 

The technostructure occurs both in the W est and in the East. In fact, large corpo
rations have similar imperatives whether in the East or in the West: the same organi
zational structure and communal need for planning respond to the same technological 
needs. «The decisive power in modern industrial societies is exercised not by capital 
[as say Lenin and modern Soviet economists] but by the industrial bureaucrat. This is 
true in the Western planning system. lt is also true in the socialist countries» (Gal
braith and Salinger 1979 p. XIV). The possession of capital is now no guarantee that 
the required technostructure can be organized. 

Since technology and planning are what accord power to the technostructure 
(Galbraith 1967-78), the latter will have power wherever these are a feature of the 
productive process within either the capitalist or the socialist system. (Caveat: «De
centralization in the Soviet-type economics involves no a return to the market system 
but a sift from planning functions from the state to the firm. [ ... ] There is no tendency 
for the Soviet and the W estern systems to converge by the return of the former to the 
market. Both have outgrown that. There is measurable convergence to the same form 
of planning (Galbraith 1967-78 p. 100).) 

tirowth in one industry does not imply growth in related and dependent indus
tries. Even worse, we have fuel crises, energy crises, and others. These crises have 
already forced government to reject the myth of the impersonal market and to plunge 
into the world of democratic planning. 

Sorne economists believe that there cannot be a satisfactory control of business 
until the government is freed from powerful influences of those who manage the large 
corporations. Different solutions have been proposed for this control: 

a) the «domestication» of private business by establising a national planning 
program, or what Clark (1926) described as «social-liberal planning» 6• 

b) the planning of the «planning» system (Galbraith 1973-75) by a planning 
authority. Galbraith describes this sort of planning economy of the future as a «new 
socialism», a non-Marxian type of socialism 7• 

There is today a need for both national and international planning, for national 
planning cannot work well in the long run without considerable international plan
ning. The problems of energy shortages and transnational coporations' activities 
cannot be tackled successfully as purely domestic problems. This social control of 
business is one of the gravest issues of our times. 

The social control over the economy in present-day society needs to set ul and 
develop a government system of indicative plannig (Galbraith 1973-75, Leontie 1977 
Ch. 11). Planning is one of the instruments of government power and should be used 

6. According to this view, large corporations should be placed in an institucional framework in 
which all sectorial interests, including private business, would be subordinated to the national interest. 
« This control could not be effective in an unplanned capitalist system dominated by private business 
interests with the power to undermine regulatory agencies and to substitute private business welfare for 
national interest» (Gruchy 1974 p. 242). 
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to enhace social compromise, social justice and consensus 7• This way, planning can 
avoid overexplotation of economic resources and reduce the negative side-effects in 
the natural and social environment of private and public enterprises. Moreover, the 
economic growth should be assessed on the basis of a broad complex of criteria 
reflecting indicators of quality of life instead of the merely Gross National Product. 

Two main arguments have being advanced in favor of planning by Leontief and 
Galbraith (Leontief and Stein 1976 ). The first is the need to coordina te the existing 
forms of government regulations through and independent agencY. that will provide 
«information to legislators and administrators responsible for national economic po
licies [ ... ] outlining appropriate methods to carry them out» (Leontief 1982a p. 33) 8 • 

The second is that the 1970's ushered in a new stage in the development of the 
economy, when government regulation had to concentrate its efforts no so much in 
managing demand as on solving the problem of supply over the long term. Inded, the 
1970's showed that, in contrast to the preceding period, the problem of increasing 
scarcity of resources was coming to the fore: l. e., the supply of resources which 
could not be increased on the basis of purely market incentives or through stimula
tion of agregate demand by the government -meaning the industries turning out basis 
resources (like energy, raw materials, and foodstuff), ·sections of the infrastructure 
(like transportation and communications), and finally the rehabilitation, and protec
tion of the environment 9 . The need to solve such problems connected with produc
tion and supply calls for long-term programming of the national economy even for 
international programming, for, the interdependece of the different sectors of a natio
nal economy needs their coordination 10 not only at the nationallevel but also inter
nationally. (See Leontief (1966 Ch. 7 & 11, 1977 Ch. 11) for a general approach to 
national economic planning, its methods and problems.) Many projects started today, 
the so-called industrial reconversion among others, will depend, for their ultimate 
success, on whether they are coordinated with other projects of develoRment taking 
not only in a given national economy but in other parts of the world 1 . 

Planning authorities are assigned two distinct functions to perform. First, they are 
to make independent forecast, isolate probable future bottlenecks, and co-ordinate 

7. This kind of socialism searches for the position of weakness in the economy. It is not ideologi
cal but compelled by circumstance. Following Galbraith we associate poverty, unlike Marx, not with the 
industrial proletariat as a whole, but with the unskilled and powerless subproletariat and other people at 
the bottom of the economic pyramid. 

8. As Leontief asserts (1982a. p. 33), this independent agency should provide «information needed 
to work out a systematic, coordinated approach to the main problems of national and local economic 
policy. [ ... ] lt should be able to anticipate potential trouble spots, the parts of the economy where, to 
name only a few examples, energy shortages, technological unemployment, population movements, or 
sudden needs for long-term credits may arise. This agency should not make grand predictions but should 
elaborate different scenarios, each describing likely effects to any particular combination of national, 
regional, and local economic policies. This would, in fact, be the only means by which the government 
and the electorate would be enable to make informed choices among different policies.» 

9. See Leontief (1977 Chs. 6 & 7) for the study of the environmental repercussions of pollution on 
the economic structure within an input-output approach. 

10. «Under a planning approach national economic policies are not formulated as independent 
measures designed to solve particular problems, whether it concerns environmental degradation, energy 
shortage, inflation, unemployment, or urban blight. They are coordinated actions intended to make the 
en tire economy function more effectively and grow along a carefully projected plan» (Leontief 1982a p. 
31). 

11. The interdependence of the different parts of the economy and alternative paths along which 
they might advance in the coming years must be systematically explored. « Whether one¡ath or another 
is followed is not a professional question but a political decision that must be reache by democratic 
processes» (Leontief 1982a p. 31). Further, «it is not surprising that actions to solve a particular problem 
create new problems elsewhere. If policy makers act in ignorance of such indirect interrelationships, 
measures taken by one government or corporate office will tend to cancel out the effects of actions taken 
by another>> (Leontief 1982a p. 32). 
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2. TNCs should refrain from interference in the interna! affairs of the States in 
which they operate. 

3. TNCs should refrain from interference in their relations between the govern
ment of the host country and other States, and from influencing these relations. 

4. TNCs should not serve as instruments of the externa! policy of another State 
nor as a means of extending to the host country juridical regulations of the country of 
ongm. 

5. TNCs should be subject to the permanent sovereignty which the host coun
try exercises over all its wealth, natural resources and economic activities. 

6. TNCs should comply with national development policies, objectives and 
priorities and contribute to their implementation. 

7. TNCs should supply the government of the host country with relevant infor
mation on their activities in orden to ensure that those activities are in accordance 
with the national development policies, objectives and priorities of the host country. 

8. TNCs should conduct their operations in such a way that they result in a net 
inflow of financia! resources for the host country. 

9. TNCs should contribute to the development of the domestic, scientific and 
technological capacities of the host countries. 

10. TNCs should refrain from restrictive trade practices. 
11. TNCs should respect the socio-cultural identity of the host country. 

Given the structural inequality between the two systems of modern economy, 
sorne lines of public action become necessary: 
(i) Measures to equalize power within the economic system. No remedy is possible 
that does not enhance the power of the market system or reduce the power of the 
planning system or both. 
(ii) Measures directly to equalize competence within the economic system. Of par
ticular concern here are functions -provision of housing, surface transportation, 
health services, artistic and cultural services- which do not lend themselves to organi
zation by the planning system and which are not rendered competently by the market 
system. 
(iii) Measures directly to enhance the equality of return as between the market and 
the planning systems and within the planning system to offset and eventually to 
overcome the inherent tendency to inequality. 
(iv) Measures to align the purposes of the planning system, as these affect the 
environment, with those of the public. This includes the regulation or prohibition of 
such effects of production and consumption -pollution of air, water, damage to 
lanscape- which serve the purposes of the planning system but are in conflict with the 
purposes of the public. 
(v) Measures to control public expenditures to ensure that these serve public purpo
ses as distinct from those of the planning system. 
(vi) Measures to eliminate the systematically deflationary and inflationary tenden
cies of the planning system. These must not be a source of added power for . the 
planning system. They must not discriminate against the market system. And they 
must be consistent with greater equality in income distribution as between the two 
systems. 
(vii) Measures to insure the inter-industry coordination of which the planning sys
tem is incapable. 
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(See Galbraith (1973-75 Chs. XXV-XXXI) on these measures.) 
One of the common failures of the left in all industrial countries has been in 

controlling. The left, like the right, has no generally accepted policy for reconciling 
substantially stable prices with substantially full employment. The further dilemmna 
concern public ownership. 

There are sorne few supporters of accepting inflation. But to accept it is not a 
tolerable choice. Inflation is led by the prices of the largest and strongest firms. lt is 
paced by the wages of the largest and strongest unions. Those who lag, relatively or 
absolutely, are the weaker firms and weaker unions. Also the public servants, school 
teachers, unorganizerd workers, and others who do not have effective bargaining 
power. Also the retired and the aged who have no real bargaining position at all. 

Those who endorse an inflation of the modern sort are endorsing a policy of 
giving the most to the biggest and strongest and the least to the smallest and weakest. 
This is not the whole case against this kind of inflation. lt breaks faith with those who 
save. 1t is damaging to public services. lt has had a devastating effect on exports and 
has greatly and unnaturally stimulated imports. The consequence has been a serious 
and alarming deterioration in the balance of payments. One point, above all, must be 
clear. The modern inflation is not neutral.lt is inequitable, regressive and reactionary. 

There is no industrial country where private enterprise provides good housing, 
good medical care, good hospitalization, good public transportation at prices that 
people of modest income can afford. 

The main task for the left, therefore, is to improve the capacity of pedormance 
-for results. Results require (a) a satisfactory forro of macroeconomic management; 
and (b ). an efficient publicy acceptable means for acquiring and managing public 
enterpnses. 

The purpose of income and price restraints is simple. lt allows the economy to 
operate much nearer to full employment without large and damaging price increases. 
1t is the alternative, the only alternative, to using unémployment and idle capacity to 
restrain wages and prices (Galbraith and Salinger 1979). 

Inflation is the product of a plurality of causes. If we recognize a diversity of 
causes, we will take a many-sided view of remedies. This means that we will not allow 
dogma to govern prescription. W e are Keynesian with a difference: we are convinced 
that policies intended to combat recession and inflation via the manipulation of total 
demand will only succed in the small firm sector, and that the general market regula
tion favored by Keynes will fall to stabilize the world of large corporations, which 
must for that reason become subject to specific and direct controls on wages and 
prices instead (Galbraith 1973-75). · 

Here we envisage the formation of an efficient «mixed» economy: a combination 
of public and private sectors, development of government controls over the activity 
of big corporations and market regulation methods 13 and the formation of mecha
nisms for public control over the economy, which would make it possible to exert a 
purposeful influence on the course of development. Government control over the 
formation of prices (primarily on the products of big corporations) and incomes 
(wage rates, established through the mechanism of collective bargaining and profits), 
the need for an egalitarian government policy of redistribution of incomes. A system 
of national and regional democratic planning for using guidelines for the development 
of the corresponding industries and government influence on the formation of the 
volume and structure of the final consumer demand for services in the given sphere. 

13. Big is beautiful because large tasks require large organizations and small is also beautiful, since 
small organizations remains responsible for a large number of new products, processes and services (On 
«mixed» economy see Tobar-Arbulu 1987.) 
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This includes socializing big companies through supervision over their activity and to 
promote the development of what Galbraith calls «market» system throug small and 
medium-scale enterprises, increasing incomes within this system and make these 
incomes more reliable, and strengthening its positions vis-a-vis the «planning» system 
(i. e., the part of the economy under the big corporations). The reforms suggested 
below is what Galbraith (1973-75 Ch. 27) has called « The Socialist imperatives», 
objectively conditioned 7. 

The remedy against unemployment and inflation is to keep the total demand in 
the economy in close relationship to the supply of goods and services that can be· 
made available when people are fully employed. This rough equivalence between 
total demand and total supply is the framework. As the economy spands, so will 
public and prívate spending from borrowed funds. This must be controlled so that 
total spending does not increase more rapidly than the readily available supply of 
goods. The increase in public spending from borrowed funds can be controlled by 
fiscal policy; the increase in prívate s_pending by monetary policy (Galbraith and 
Salinger 1979). 

1. Public expenditure should be governed by public needs -see Section 14. 
2. The public and the corporate purposes diverge. lt is only on the government 

(i. e., through the legislature) that the public must rely for the assertion of the public 
interest. 

3. Keynesian militarism is a world threat, aside from a waste of human and 
social resources. 

4. Nationalization of enterprises must be tested by results. 
5. The test of economic achievement is not how much we produce but what we 

do to make life more pleasant and tolerable. 
6. The introduction of guidelines should be preceded by a six month freeze ori 

all pay and prices to break the structure of inflationary expectations. 
7. The policy should be worked out by a tripartite commission representing all 

sides of industry (labor, management and the public). (The recommendations of this 
commission should be legally enforceable.) 

8. The policy should not be temporary but permanent. 
9. Controls must be both comprehensive and integrated into the whole complex 

of government policy measures. 
10. lncomes should be planned in such a way asto narrow the gap between the 

rich and the poor. 
11. Controls should apply only to the planning system, not to the market sys

tem. 
The new socialism we envisage is necessary if we want the economy to work 

without high unemployment, inflation, restraining effect of the low demand and idle 
capacity. These actions extend to all who have achieved a measure of control over 
their incomes. 

What about the necessity to have people who can save and invest? lt was once 
held that the rich, having more than they could spend, had no choice but to save. So 
they became social benefactors, the source of capital. The argument was never persua-
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sive. Even less nowadays. For a long while, most of the saving and capital formation 
has not been by individuals. It has been by corporations out of earnings that they do 
not distribute to their stockholders. 

Public ownership is indispensable in such fields as railways, highways, electricity
and gas-supply industries and energy industries in general, telecommunications, so
cial services, defense-related industries, big corporations in general and financia! and 
merchandizing corporations as well as housing industries and scientific and technolo
gical research organizations. 

Nationalization is a practica! matter to be tested by results. As Galbraith asserts 
(Galbraith and Salinger 1979 p. 65), «The problem of modern socialism is not a 
shortage of faith but a shortage of perfomance». Extension of the area of public 
ownership is only possible politically and economically as the reputation for efficient 
management is affirmed. 

(a) Large business corporations should respect their wage restraint and not in
crease their prices. (Public price restraints replace the private price-fixing of the large 
corporations.) 

(b) Profits in big corporations should be in line with past experience. 
(e) Big trade unions claims should be limited to what can be afforded, on the · 

average, from increased productivity. 
(d) The pay of civil servants should be consistent with the general restraint. 
(e) Minimum farm prices, minimum wages and transportation cost should be set 

by public action. 
(f) Sorne price fluctuation for farm products is inevitable. 
(g) Small industries, service enterprises and the self-employed should not be 

controlled. (Here the market, even though imperfect, still works.) 
(h) There should be a specific differential between the lowest-paid worker and 

the highest-paid executive. 
(i) Taxation must be an integral part of the policy, a progressive policy of 

taxation, with more taxes on the affluent. (lt reaches the incomes that are untouched 
by wage, salary and price restraint.) 

(j) Equity should also be served by relatively stiff inheritance taxes. 
(k) Social insurance and pension funds should be unaffected. 
Union support is vital to the success of this policy. The negotiation and adminis

tration of such a policy is possible because big corporations, unions, farm federations 
and white-collar groups are in workable numbers. Where the market works, though 
imperfectly, you keep hand off. Prices of the small firms, farmers and self-employed 
are not touched, except as minimums are set by government. 

The efforts needed to remedy the weakness of the «market» system include: 
(1) General exemption for small businessmen from all prohibitions in the antitrust 
laws against combination to stabilize prices and output. 
(11) Direct government regulation of prices and production in the «market» system. 
(111) Strong and effective encouragement to trade union organization. 
(IV) A cautiously revised view of tariff protection in the «market» system. An 
international agreement stabilizing prices and production by official action of a tariff. 
(V) A strong presumption in favor of government support to the educational, capi
tal and technological needs of the «market» system. 

The solution then is to bring return in the «market» system more or less into line 
with that in the «planning» system and to provide an alternative income to those who 
are not employed or cannot be employed. 

The government must acknowledge the existence of domestic imperialism in a 

[15] 203 



]OSE FELIX TOVAR ARBULU 

wide range of markets; comprehend that there is no a u toma tic tendency towards 
equalization of factor-rewards as between the two systems of modern economy; and 
intervene in the cause of social justice by assisting the disadvantaged to acquire power 
of their own. 

Thus the government should itself either perform or finance research and deve
lopment (R & D) on behalf of small business. This represents a valuable externa! 
economy (particularly since each small farmer or entrepreneur cannot effort his own 
laboratory, or even to make a modest contribution toward cooperative effort), and 
may also lead to the improvement of many vital products (such as low-cost housing, a 
field in which technological advance is neglected by the technostructure). The results 
of government-sponsored R & D projects should, of course, be made generally 
available (should not, in other words, be protected by secrecy or patents); and their 
implementation should be facilitated, in case of need, by government provision of 
capital and even by government advertising campaigns. 

The government should lend its support to schemes which seek to improve the 
bargaining power of the small and the weak (say, by aiding them to form coalitions 
and cartels, to consolidate and merge, to limit new entry into a trade). Further 
measures along these lines are clearly in the national interest since they help to 
strengthen the position of the «market» system as a whole (and of each individual 
beneficiary within it) and since they thus help to improve the domes.tic (inter
sistemic) terms of trade (by raising the prices charged by small firms relative to those 
charged by large corporations with pre-existent original power). 

The concentration of power that destroyed the market and made such a policy 
necessary has also reduced the number of organizations with which the government 
must deal. That tneans regulating incomes that are already regulated by few big 
corporations. The additional bureaucracy needs not be large. 

These reforms bring with them the need of national indicative planning and a 
sense of common national interest between the different economic agents through 
social consensus and cooperation. Power equalization is not simply a domestic pro
blem; and in an open economy it is therefore incumbent on the government to ensure 
that adequate countervailing power operates internationally as well as at home. On 
the international scene, the large firm can protect itself through its sheer size and 
through the possibility of becoming multinational; while the small firm, by contrast, 
may need support to its power, in the form of quotas, tariffs and internationally 
commodity agreements. (These measures are, admitedly, interferences with «free 
trade»; but it must be recognized that the ~o-called «free-trade» has unwelcomed 
redistributive consequences insofar as the weak tend to suffer more than the strong 
from the bracing cold shower of international competition. The strong have already 
scaped from the shackles of the market; it is only just that the weak should now be 
assited to do so as well.) 

The government should help to redress the inter-systemic imbalance as well; and 
should in particular help to buttres positions of weakness within the «market» sys
tem, where many of the greatest abuses of power are today to be found. 

What's right is what's appropiate to the particular stage of the political, cultural 
and economic sequence of a particular country in its historical process (Teune and 
Mlinar 1978). 

Our thesis is that a democratic economic planning can provide a certain fulfill
ment of human needs. The orthodoxy claims that profits measure the producer's 
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contribution to human needs. Contemporary political economics, however, create 
enormous waste (Bowles et. al. 1984). They foster both demand-side waste -unused 
labor and industrial capacity- and supply-side waste -misused resources. The rule 
creating such waste is that profits should be the final arbiter. We believe that a 
progressive economic program must address not just demand-side problems but all 
the waste currently plaguing our economies. (A traditional Keynesian program fails 
silent on too many important issues.) 

Ours then is not the traditional Keynesian critique of waste inherent in laissez
faire economics. Keynesians focused on demand-side waste, identifying the unneces
sary low level of output and employment which can result when the free market 
operates entirely on its own, and when, as a result, demand for goods and services is 
much lower than it may be without such market failures. This basic critique remains 
resanan t. 

The problem is not that aggregate demand shortfalls never happen or never mat
ter. They often happen and they do matter. But demand-side expansion is never 
enough. A viable Keynesian program for economic growth must involve a «supply
side» program as well turning attention to the effect of production and distribution 
system on the supply of goods and services. What matters is not simply one's position 
on demand stimules or contraction. What matters also is one's approach to the supply 
of goods and services. What separates us from both probusiness and traditional 
Keynesian programs (not to speak of Keynesian militarism) is our understanding of 
the slack economy and what to do about it. 

We propase five majar steps towards a more rational and reliable system of 
economic allocation: 

(i) Since market prices of goods and services do not measure their contribution 
to meeting social needs, we propase a social-needs inventory anda democratic plan
ning administration to supplement market allocation. 

(ii) Since profit-motivated investment are frequently wasteful (Bowles et al. 
1984), ineffective and unjust, we propase the expansion of community-based invest
ments and other means to control democratically the expansion of the productive 
capacity. 

(iii) Since bankers do not represent the public interest in steering monetary 
policy, we propase a system of demacra tic control over the banks and the financia! 
sector. 

(iv) Since the profit motive and the undertow of markets tends to erode commu
nities and neighborhoods, we propase steps to allow more community initiative in 
industrial location decisions and infrastructural development. 

(v) Since the pursuit of profit is wreaking havoc with our natural environment, 
imposing painful costs and bitter trade-offs on families and communities, we propase 
a more democratic approach to necessary and difficult choices about decisions affec
ting the environment. 

We propase, in short, to rely much less on markets and to make much greater use 
of a planning system to promote a democratic economy. We think that the choise 
between free enterprise and centralized planning is misrepresented. A third system of 
economic allocation is necessary. We propase a way out -a democratic alternative 
which seeks simultaneously to limit the cost of inappropriate reliance on the market 
and to reduce the dependence on bureaucratic instruments by moderating the con
flicts which planning decisions are likey to provoke. 

Democratic economics provides three alternative principies to contrast with the 
three basic probusiness approach: 
(a) Probusiness strategies insist on profit-led growth. Democratic economics stres
ses the necessity and advantages of wage-led growth. By rewarding the vast majority 
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instead of suppresing it, wage-led growth policies can stimulate aggregate employ
ment and investment, promoting more rapid growth both through the demand-side 
effects of full employment and the supply-side effects of greater worker motivation 
and innovative pressure 14. 

(b) Pro business strategies insist on market-based allocation. Democratic economic 
counters with the principie of needs-based allocation. (A democratic planning system 
can provide more certain fulfillment of basic needs if there is sorne identification of 
people's needs.) 
(e) Probusiness strategies insist on arms for economic power. Democratic econo
mics pursues cooperation for economic security -on both the domestic and the 
international planes. (Cooperation not merely for moral reasons but equally because 
of the waste and insecurity which efforts at economic domination have historically 
produced.) 

Thus we present, following Bowles et al. (1984) an Economic Bill of Rights which 
builds on our three democratic principies and which are tangible and concrete, for the 
next coming years -see Section 15. 

Housing is far too expensive for most households, while the market in vacation 
homes booms. Health care is often either unavailable or exorbitant, while billions are 
squandered on high-tech care for those who can pay the going rate. Mass-transport 
systems continue to deteriora te in many areas; solar energy and conservation systems 
remain underdeveloped, while we continue to pay large portions of our food budgets 
for packaging, additives and advertising costs. 

The firts requirement for a system of democratic planning is a method for asser
ting public needs. Therefore: 

(1) Official statistics should annually include a supplement on majar households 
needs, emphasizing the foods and services which households are not currently able to 
acquire in sufficient quantity or quality on the market 15• This information would 
provide the basis for an annual needs inventory, summarize the most urgent social 
needs and ranking those needs by kind and intensity of popular expression 16• 

(11) Relying on input-output techniques, a report would estimate the annual 
production targets in goods-producing industries -steel, energy, computers and the 

14. If there is no promise of expanded demand, corporations will not invest -no matter how much 
more money you throw at them or how low real interest rates have fallen. Suppose that consumption is 
heavily taxed to finance tax breaks for corporate profits and that wage consessions help bolster corporate 
profits through the collective bargaining process. This will certainly increase the share of profits in 
aggregate demand. But consumption will fall reducing the leve! of effective aggregate demand. lncome 
will fall unless an increase in investment or net exports compensates for the decline in consumption. lt is 
extremelly unlikely that investment will increase while consumption is falling -because the leve! of 
aggregate demand is the most important determinant of total investment. lt is no more likely that net 
exports will increase enough to offset declining consumption, since the rest of the world needs pesetas to 
huy our exports but the pesetas expended on our imports will have fallen as a result of the fall of 
consumption in our society. Therefore, high profits and low wages are not a guarantee of economic 
growth. Profit may florish, but investmen may stagnate. 

15. This annual survey would be supplemented by continuing public hearings aimed at identifying 
sorne of the qualitative consumption needs which households feel are least adequately met through their 
current purchases in the market. 

1ó. Such a needs inventory should show that large numbers of people would express demand for 
more publicly subsidized child-care facilities; community-based preventive-health-care-centers; instala
tion of insulation and solar heating equipment; technical and marketing services for food producers' and 
consumers' cooperatives; construction of low-cost housing; more teachers and aides to permit reduction 
of schools class size; extended fire and police protection and so on. 
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like- as well as services -schools, public tansportation, etc- which would be necessary 
to realize the major priorities stablished by the needs inventory. 

(111) These production targets would be compared to recent trends in produc
tion output in the sectors involved. Where current output (or its growth) was falling 
far bellow production needs, investments subsides should be provided to private 
firms, unions, community investment boards, and other democratically controlled 
investment institutions in order to encourage investment in sectors whose increased 
output seemed of the highest priority. 

Given the contradictions under which the economy works, can we find the pat
tern of final demand which makes the greatest contribution to society's welfare? 

At the macroeconomic level sorne model can be used (Taylor 1979) to predict the 
rate of the growth of the Gross Domestic Product (GDP): 

Y= e+ 1 +(Ex- Im) 

where, 
e: consumption 
1: gross capital formation 
Ex: exportations 
lm: importations 

Over a particular period of time, there can be various feasible development plans, 
each corresponding to a given set of model parameters and given final demands 17• 

The need for a macroeconomic approach leads to input-output analysis, which is 
«macro» in terms of its coverage and yet «micro» in terms of its approach (Bulmer
Thomas 1982 p. 278). 

The results of the macro model which predict the growth of the GDP over the 
plan period with implied values for the macroeconomic variables such as investment, 
consumption, imports, exports and employment are fed into the sectorial stage by 
using input-output tables. 

In the sectorial stage, the given rate of growth and terminal values for the macro
economic variables enable the planner to work out the sectorial composition of final 
demand; in this exercise investment can be exogenous or endogenous, but in any case 
the results must be checked later on for consistency between output growth, capital 
accumulation and supply of finance. 

The output of each sector should be large enough to support the given level of 
final demand even after the allowance is made for intermedate demands. The solution 
may not be feasible and it may also make demands on scarce resource (such as credit 
or skilled labor) which are inconsistent with the rate at which these resources are 
expected to expand; furthermore, sorne of the results of the sectorial model, when 
aggregated, may contradict the results of the macro-model, anda non-formal iterative 
procedure is required in order to achieve consistency between the two stages. 

When consistency is achieved and provided the solution to the sectorial stage does 
not make unreasonable demands on scarce resources and is feasible, the planner may 
proceed to the project stage. This stage aims to find efficient projects in each sector 
capable of achieving the sectorial targets without exceeding the country's resource 
limitations. 

17. Since one of the purposes offlanning is to deal with the rate of economic growth, it is worth 
asking whether there is one among al these flexible plans which is in sorne sense optimal. Thus the 
model can be asked to choose between home inputs or imports in each sector or between labor-intensive 
and capital-intensive technologies in each sector provided these can be specified. 
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If the resource constraints are known, there are likely to be many feasible solu
tions consistent with them. The best solution will be the one which, for a given rate of 
output, achieves the result at a minimum social cost. 

(On input-output analysis see Bulmer-Thomas (1982), Miller and Blair (1985), 
Richardson (1972). See Leontief (1978) and Leontief and Duchin (1985) for the 
impact of automation on employment.) 

1. Right to economic security and equity 
1.1. Right to a decent job 
1.2. Solidarity wages, comparable pay and equal employment opportunity 
1.3. Public childcare and community service centers 
1.4. A shorter standard work week and flexible work hours 
1.5. Flexible price controls 

2. Right to a democratic workplace 
2.1. Public commitment to democratic trade unions-
2.2. Worker's right to know and decide 
2.3. Democratic production incentives 
2.4. Promiting community enterprises 

3. Right to chart our economic futures 
3.1. Planning to meet human needs 
3.2. Democratizing investment 
3.3. Democratizing control of money 
3.4. Environmental democracy 
3.5. Democratizing foreign trade 

4. Right to a better way of life 
4.1. Reduced military spending 
4.2. Conservation and safe energy 
4.3. Good food 
4.4. A national health policy 
4.5. Lifetime learning and cultural opportunities 
4.6. Payment for home child care in single-parent households 
4.7. Community corrections and reduced crime control spending 
4.8. Community needs information and reduced advertising expenditures 
4.9. Equitable taxation and public allocation resources 
4.10. Good housing 
4.11. Good public transportation 

This program can be implemented soon if an overwhelming majority of the 
population demands it; it does not depend on changes which would require decads to 
implement; it involve changes which can technically be introduced in a short period 
of time. The critical isue is therefore political, not technical. 

This Economic Bill of Rights has many roots. lt builds on and overlaps with 
several recent discussions and careful analyses (Bowles et al. 984; Carnoy and Shearer 
1980; Luria and Russell1982 and papers and discussions from the Union for Radical 
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Political Economics).lt also takes advantage of recent program ideas and experience in 
many countries. 

While monetarists and corporatists argue that we must accept the probusiness 
emphasis on profits befare democracy, democratic economics argues that this is nota 
necessity but an impossition. More democracy does not have to mean more ineffi
ciency and waste. The best defense of democracy is more democracy. Democracy is 
nota cost but an essential ingredient of economist recovery. 

Any democratic alternative requires direct intervention to promote employment 
security and equity. 1'his means achieving full employment at decent wages and 
coping with the inflationary pressures which any full-employment policy would 
inevitably engender. 

Is real full employment possible? As Bowles et al. (1984 Ch. 7) have· shown, there 
is, not only in the American economy, a vast waste land of unutilized resources 
available. We must planto make effective use of those resources. The first five points 
of the program address this problem directly. 

The fear of losing one's job has been the principal whip with which corporations 
have extracted greater worker effort from their employees. Real employment security 
and equity needs to lift this whip from the managerial grasp. Greater worker commit
ment is a necessary complement to real full employment. 

lncreasing the ratio of productive labor inputs to total hours employed involves 
worker cooperation in production and participation in decision-making. Motivation 
by commitment and cooperation is also preferable to motivation by fear on purely 
economic grounds, for it costs less. Worker commitment can only replace fear, if 
workers have real influence over workplace relations and decisions. Points 2.1. to 2.4. 
deal with this matter. 

We do not make sensible use of our productive resources. A majar source of these 
problems is our reliance on profitability as the guiding principie determining what 
will be produced, how, where, and when. The justification for this reign of profitabi
lity is that profits measure the producer's contribution to human needs. 

We think this proposition is flawed and its programmatic tonsequences misgui
ded. W e propase a more rational and reliable system of economic allocation based on 
human needs. Once we have a needs inventory ranked by kind and intensity of 
popular expression, relying on widely-used input-output techniques, we can estimate 
the annual production tar~ets in goo~s-pn?d~c~ng indu~tries as well as serv:ices which 
would be necessary to realize the maJar pnonues estabhshed by the needs mventory. 

Sorne of the economic waste elimination requires the production of more useful 
goods and services than we currently produce. Further, there are sorne products in 
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which public control is necessary to protect society against prívate manipulation of 
that product. 

Points 4.1 to 4.11 try to illustrate the possibility of a new model of consumption 
in a democratic economy aiming at needs-based allocation. We try to illustrate the 
distinction between consumption for the purposes of getting commodities and social 
status and consumption for the purposes of filling social needs and fostering personal 
development. 

The world of big business 

How large is the world of big business? Suppose we count as a big business any corporation with 
assests worth more than $250 million. There are three thousand such business in America (R. 
Heilbroner & L. Thurow (1982) Economics Explained. Englewood Cliffs, NJ: Prentice-Hall, p. 35). 
Half of them are in finance, mainly insurance and banking. A quarter are in manufacturing. The rest 
are to be found in transportation, utilities, communication, trade. Just to get an idea of scale, General 
Motors, in 1986, according to Fortune, had assets of $72,592 million and sales of $102,813 million. 

Big business is to be found in all sectors, but its special place is the industrial sector, as shown 
below, in which manufacturing plays the predominant role. 

The industrial sector, 1979, in USA (Heilbroner & Thurow 1982 p. 36) $ billion (lb = 109) 

Totales sales of all468,000 industrial firms 1,497 
Total sales of the 500 biggest industrial corporations 1,219 

The figures show once again the twofold character of the business world. Certainly the place of the 
biggest companies within the world of corporations has been rising, at least during the years up to the 
early 1970's, as the next table shows (Heilbroner and Thurow 1982 p. 52). 

Largest manufactuers' share of assests (%) 

1 OC largest corporations 
200 largest corporations 

1948 

40.2 
48.2 

1960 

46.4 
56.3 

1970 

48.5 
60.4 

1975 

46.5 
58.5 

One major effect has been a dramatic shift in the geographicallocation and the technological 
character of international economic activity. Another is a shift away from heavy technology to high 
technology industries -away from enterprises in which vast sums of capital were associated with large, 
unskilled labor forces- towards industries in which capital is perhaps less strategic than R&D, skilled 
technical manpower, and sophisticated management techniques typical of computers, petrochemical, 

. and other new industries. 

Size and distribution of U. S. foreign direct investment 

1929 1950 1981 

Total (millions) 
Distribution by market 

$7,528 $11,788 $227,342 

Canada 27 30 21 
Europe 18 14 45 
Latin America 47 41 13 
Asia, Africa, other 8 15 21 

Distribution by industrial sector (%) 
Manufacturing 24 31 41 
Petroleum 15 29 23 
Transport and utilities 21 12 n.a. 
Mining 15 9 8 
Trade 5 7 n.a. 
Agriculture 12 5 n.a. 
Other 8 6 n.a. 

From: R.L. Heilbroner and L.C. Throw (1984) Understanding Economics. Englewood Cliffs: 
Prentice-Hall, p. 211. 

210 [22] 



TOWARDS A DEMOeRATie EeONOMie PLANNING 

As for profits, see table below. 
Direct foreign investment flow to underdeveloped countries and profits on direct investments 
repatriated to investor countries 

(Accrued sums 1970-1980, millions of dollars) 

Net flow of direct 
investment in 

underdeveloped 
countries 

Profits on direct 
investments repatriated 

to investor 
countries 

Total of underdeveloped countries 
Latin America 
Africa 
Middle East 
Southern & Southeast Asia 
Oceania 

62615 
33437 
10341 

57 
18048 

732 

139703 
38642 
23916 
48619 
27260 

1266 

Source: UNeTAD. Handbook of International Trade and Development Statistics. Suplement 1981, 
pp. 264-265. 

The profits repatriated by US transnationals can be seen below. 
United States 1970-1980 net flow of direct investments, total profits, repatriated and reinvested, by 

selected regions 
(Millions of dollars) 

Investment recipient areas 

All areas 
DevelocLed capitalist countries 
Under eveloped countries 
Others 

A= Net flow of direct investment 
B = Profits repatriated to the USA 
e = Reinvested profits 
D = Total profits 

A B 

44009 122705 
35399 63482 

7992 55988 
618 3235 

E = Percentage of total profits repatriated to USA 
F = Profits rate on cumulative investment in 1981 (per cent) 

Source: Survey ofCurrent Business. August 1980 and 1981. 

e D E F 

97283 219988 56 18.4 
71850 135332 47 16.6 
23338 79326 71 24.1 

2095 5330 61 15.1 

The ratio of repatriated profits in 1970-1980 to net flow of direct investment for that same period 
amounts to more than $7 repatriated for every bet dollar of direct investment. 

OPEe's financia! surplus has been recycled to developed countries as shown in the table below. 
Distribution of OPEC financia/ surplus (billions of dollars) 

(1 billion = 109 dollars) 

Invested in developed capitalist countries 
and in the Euromarket 
Invested in multilateral funds and in the World Bank 
Invested in underdeveloped countries 

Source: IMF. World Economic Outlook, 1981. Washington, p. 128. 

1974-1980 Per cent 

328 
8 

52 

84.5 
2.1 

13.4 

The OCDE estimates that OPEC countries in 1981 invested $13.3 billion in the US, and during the 
first half of 1982 they had already invested $11.5 billion in that country (OeDE. Economic Outlook, 
1982, No. 32, p. 61. 
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