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Foreword to the first edition

Dr Bohdan Hhawrylyshyn is one of the most distinguished scholars and 
advisers on business and economic affairs. I have had a close personal 
relationship with him as a fellow member of the Club of Rome and as a 
board member of the CEI (Centre d’Etudes Industrielles – International 
Management Institute, Geneva) of which he is the Director.

He has worked in several professions and therefore has varied learning 
experiences. He has a profound interest in the behaviour of individuals, 
the functioning and management of organizations and the effectiveness 
of different societies.

In the chapter “Effectiveness of Societies – An Overview” there is a 
table which shows in a symbolic fashion the main prototype components 
of societal orders. I was much interested in it. According to his assertion in 
this book, the main components of societal orders, on which nation-states 
are based, are a set of values, a form of governance and an economic 
system. Through objective analyses we need to gain an improved under-
standing of how different countries function. His method of analysing the 
state of nation-states is very interesting.

We need to understand the different nation-states on their terms and 
not just in comparison with some standard reference country. This is 
particularly true of countries and economic systems which are not just 
emulations of superpowers such as the USA and the Soviet Union. Both 
our ability and our desire to learn from different societal experiences have 
to increase.

He also advocates an ideological liberation from doctrinaire nineteenth-
century ideologies to a pragmatic ideology that would have a  universal 
appeal.

We must search for ways in which different societies can evolve, rather 
than become frozen in the moulds of yesterday’s beliefs, ideologies and 
problems. Unless they evolve, they become dysfunctional or have to be 
broken up through revolutionary upheavals.



x Road Maps to the Future

It is hoped that the direction of evolution of various societies will 
be such as to make them more compatible with each other and make 
it  possible for them to be accommodated within a still very distant but 
 inevitable world order.

I hope that this book will contribute to the debate on road maps to 
the future and that this debate will be pursued by the people of many 
countries.

Dr Saburo okita*

* Saburo Okita was the architect of Japan’s economic miracle and later Minister of Foreign 
Affairs of Japan.
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Preface to the Second English Edition

In general people experience their present naively, as it were, 
without being able to form an estimate of its contents … They 
have first to put themselves at a distance from it … The present 
so to say must have become the past before it can yield points of 
vantage from which to judge the future.

(SigmunD FreuD)

The first edition of this book  was published in 1980. I wrote it in English, 
which by that time had become my primary working language. The book 
subsequently appeared in French, German, Spanish, Japanese, Korean, 
Polish and, finally, in Ukrainian in 1990. 

What induced me to write this book, what were the sources of ideas, of 
inspiration? In my youth I lived and studied under three different political 
regimes: Polish, Soviet and German. Later I lived in Canada where I did 
my university studies, then in Switzerland, where I did my PhD. I had 
gone through various educational streams: engineering, management and 
economics. By chance more than by choice, I have worked in several 
professions: as a lumberjack, engineer, inventor, manager, professor and 
institution builder. I travelled to 70 countries, many of them at very dif-
ferent phases of their political, economic or social development, I gave 
lectures, chaired conferences and acted as a consultant to various govern-
ments and corporations. This, in some ways, was analogous to living in 
one country going through different phases of political, economic and 
social transformation. 

Such varied learning experiences, both formal and practical, allow 
one to view things from different perspectives, to “put oneself at some 
distance from the present”, and to gain explanatory power to understand 
the limits of particular disciplines and relations between them. They also 
facilitate understanding of the interaction between the key components of 
societal orders, i.e. values, political governance and economic systems. 
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This understanding led to the exploration of why and how the various 
societal orders emerged, their advantages and disadvantages, assets and 
liabilities, potential and limitations, effectiveness and ineffectiveness, 
their current state, and how they might change in the future.

The desire to share some of my perceptions and conclusions by writing 
this book was triggered by debates in the Club of Rome and similar circles 
on “World Problematique”. These debates improved our understanding 
of the complexity, interrelatedness and growing gravity of problems that 
confront humanity. It sharpened the need to search for ways out of our 
predicaments, for ways that could lead the world to a better tomorrow. To 
explore the experience of different societies and analyse their effective-
ness, I had to create new concepts and a “new discipline”, which could be 
called “the architecture of societal orders”.

I thus offered, in all humility, an analysis of certain selected countries 
and their current state and made a number of suggestions as to how these 
nation-states might evolve into more effective ones and scenarios of what 
their future state might be.

In my opinion, the basic method for exploring and then indicating 
different ways of possible development of various societies and of prog-
nosticating the possibilities of such evolutions has stood the test of time. 
Except for this preface, the original text is reprinted. If I were to write 
a corrected and updated one, it would, probably, evoke the questions if 
I was not trying to adapt my theories and concepts to what has actually 
transpired during the last three decades.

In order to help the reader judge the value of the original text, however, 
I have added a chapter entitled “Retrospective – 2009”, in which I try 
to analyse as objectively as I can what part of the original methodology 
remains valid, why some of my prescriptions for various countries were 
applied or why not, and which of the predictions have turned out to be 
true and which not. 

A good example is Section 4 of the Soviet Union section in Chapter 4. 
I had proposed that in order to maintain itself and become more effective, 
the Soviet Union would have to go through a transformation of its societal 
architecture starting with decentralization of the economic system, then 
gradually broaden the political power base. I had suggested that ideology, 
would adapt to new economic and political realities (this approach was 
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used by China with real success). I had concluded that if it failed to go 
through such a transformation, the Soviet Union would disintegrate, as in 
fact it did in December 1991.

This book was well known by high-ranking members of the party in 
the Soviet Union who had the access to important foreign publications 
of relevance to the leadership of the country. As proof of this, a book 
was published in 1981 under the title Current Global Issues, authored by 
Ivan Frolov, the chief editor of Pravda and Vadim Zaglagin, a member of 
the Central Committee of the Communist Party of the USSR. They cited 
authors whom they judged as leading thinkers in the fields of technol-
ogy, ecology, economy and politics. The citations from my book were the 
most extensive. Citing correctly my suggestions on how the Soviet Union 
should transform itself, the authors ended with the following phrase:

“If we were to accept the advice of Bohdan Hawrylyshyn, we 
would have to introduce capitalism in the Soviet Union. There-
fore, his book should have been entitled Road Maps to the Past 
rather than Road Maps to the Future.” 

This was a typical way for soviet academics and politicians to bring to the 
attention of those at the top of the power structure the ideas relevant for 
the Soviet Union and which were being debated elsewhere in the world, 
while avoiding any suspicion that they shared those ideas. When I met 
Ivan Frolov in Helsinki in 1981, he said to me: “Dr Hawrylyshyn, you 
understand why we ended the citations from your book by adding our 
commentary?!”. I did.

I have added another new chapter to this edition – “Ukraine: the Last 
20 Years and the Next 20”. I have used the case of Ukraine for several 
reasons:

– Ukraine is a good example of the painful process of rebirth of a nation 
and a state, after centuries of being a Russian colony under the Ro-
manovs and seven decades of devastating Soviet rule.

– It shows the difficulties of creating the institutions of an independent 
state, and of changing political, economic and social systems.

– It explores the long road ahead to become a well-functioning democ-
racy with an effective economy and social justice that Ukraine and 
other countries with similar histories have yet to travel.
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– Politically, Ukraine is the most important country among the post-So-
viet republics, because Russia feels that its destiny cannot be fulfilled 
without Ukraine being under its “benevolent” care. 

– I have been very active in Ukraine during the last 20 years, trying to 
help it become independent and to build some of the necessary insti-
tutions, using the knowledge of how societies are governed in many 
countries on different continents.

This book has three different parts and three different approaches, 
which do, however, complement each other. In Chapters 1 to 3, I tried 
to  determine the key causes or preconditions as to why some societies 
are effective and others less so. In Chapter 4, I suggested what should 
be changed in the societal orders of selected countries to enhance their 
effectiveness. I also wrote about the likelihood that the proposed changes 
would be implemented and about the likely future conditions  should the 
countries be unable to effect the changes. In Chapter 5, I discussed the 
possibility of the emergence of a new world order. 

This book is not so much a summary of literature as a distillation of 
observations and experiences I shared with my colleagues, with several 
thousands of executives, academics and governmental officials to whom 
I have lectured at the International Management Institute in Geneva (now 
IMD in Lausanne) and with audience in most corners of the world. To them, 
as well as to many inspiring thinkers of all races, creeds and  professions 
whom I have had the good fortune to know, goes my gratitude.

bohDan hawrylyShyn
Geneva

June 2009
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Introduction*

by Alexander King and Aurelio Peccei

Over the last decade, a whole series of reports made to The Club of Rome 
have attempted to throw light on various elements of the tangle of con-
temporary problems which we term the World Problematique and have 
stressed in particular the importance of the interactions between them, 
which are virtually ignored in much current policy-making, which is done 
mainly on a sector by sector basis.

The stark question which now must be posed is whether the structures, 
policies and procedures of governments, the ideologies on which they 
operate, and in fact entire political systems are capable on facing up to 
this reality.

It is against this background that we particularly welcome Bohdan 
Hawrylyshyn’s exploratory book. Its title strikes exactly the right note as 
does the stress on the need for coexistence until the world order emerges, 
and as a prerequisite to build it. He is particularly qualified by his back-
ground in many countries and by his experience as a pioneer in training 
for international management to present an objective and comprehensive 
view of world ideologies, systems and structures. His analysis of the va-
riety of building blocks available to put together tomorrow’s world is 
exceedingly clear and his national case studies are well chosen to dem-
onstrate the wealth of cultural strains which can be combined to make it 
viable and livable.

The method adopted to indicate possible paths towards the future is 
stimulating and leads the readers to realize how complex a task is that of 
bettering our quality of life and the human conditions generally and how, 
at the same time, this depends almost exclusively on how intelligently 
we, generation after generation, are able to use the immense patrimony of 
knowledge, experience and means at our disposal.

* Introduction to the first edition, abbreviated version.
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For these reasons, The Club of Rome is very pleased to accept this as 
the latest of the series of reports it has requested, recognizing that it is 
the start of new approach, indicating just a few of the milestones along 
what must be a long and challenging, but also a rewarding road. It is to be 
hoped that the book will provoke much discussions and even controversy 
and help to liberate us from outworn dogmas. The need for social and 
institutional innovation is indeed great and, if we all learn how to harness 
and channel the self-interest of nations towards the goal of wise, long-
term common interest which, as these pages indicate, we are all being 
forced to accept, interdependence will become not a burden or a threat 
but an asset and a promise.

April 1980
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C H A P T E R  1

Effectiveness of Societies –  
An Overview

Measures of Effectiveness

Societies – nations – vary greatly in their effectiveness over time and 
across boundaries. Economic performance can range from low produc-
tivity with great poverty to rapid economic growth with high prosperity, 
to stagnation or decline. Political conditions can vary externally from 
strength and influence to relative impotence, and internally from peace-
ful, smooth functioning of political institutions, with great personal and 
institutional freedoms and a high degree of voluntary acceptance of the 
governance system, to imposition of power, coercion, mass terror, civil 
strife, civil war, and revolution. Social health also varies and can change 
over time from congenial relations between people at work and leisure, 
with opportunities for creative, useful pursuits, cohesion, and commit-
ment, to friction, tension, disintegration of social units, alienation, and 
high criminality.

The effectiveness of nations can be assessed according to economic, 
political, or social criteria. The three are obviously interlinked and cross-
influence each other. Economic measures of effectiveness, being quan-
tifiable, permit an easier evaluation and comparison of countries, even 
though there is no single, sufficiently meaningful index of economic 
performance.

Evaluations of political and social health, even though they are more 
difficult, are made constantly in explicit studies and debates, manifested 
in feelings of satisfaction or discontent, expressed through attitudinal 
polls, strikes, or dissident movements.

It would be highly desirable to have a single composite measure by 
which we could assess the performance of nation-states, but such a measure 
does not exist and is not about to emerge. Assessments and comparisons, 
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nevertheless, are made constantly, varying in rigour and objectivity. This 
methodological dilemma is dealt with in the Appendix, which gives a 
brief survey of present measures/proxy measures and indicators by which 
countries are assessed.

Determinants of Effectiveness

But how do we explain the great variations in the “performance” of coun-
tries? What are the principal causes? There is a multiplicity of factors that 
condition behaviour and, thus, the effectiveness of societies. The linkages 
are shown schematically in Fig. 1.

The social health of society requires that there be some match between 
aspirations – expectations and accomplishments – realizations, dreams 
and reality, feelings of entitlement and their fulfilment. Because of the 
social nature of man, all of the above depend on the nature of relationships 
between people at various levels of societal structure. These in turn are 
moulded by beliefs – values as to what is right, desirable and justifiable.

Political institutions function or malfunction depending on how power 
is aggregated, how it is used to direct resources and regulate relationships, 

Fig. 1.
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and whether it is seen as legitimate and just, forcibly imposed or voluntarily 
accepted. The above is determined by the nature of political governance.

A somewhat more detailed discussion of the preconditions of economic 
efficacy (shown in Fig. 1) will lead us to the conclusion that the nature of 
societal order is the key determinant of societal effectiveness.

1. Resources are not indispensable. Economic development is mostly 
man-made. Providence has helped and continues to help some socie-
ties by having bestowed on them rich natural resource endowments. 
Also, given the growing value of resources because of their diminish-
ing stock, the greater the resource endowment the better the general 
economic prospects of a country. History shows that the availability of 
resources is not sufficient to trigger off or to sustain economic perform-
ance. Countries such as Japan and Switzerland have amply demon-
strated that a proper combination of will and skill can make up for the 
absence of resources.

2. The will or motivation to work is influenced by religious beliefs and 
by the perception of work as a necessity, a form of obligation towards 
family, social group and/or nation, and work can be instrumental in 
satisfying material or social needs or as the fulfilment of self or one’s 
destiny.

3. Appropriate and constantly improving know-how is required in order 
to increase the fruit of hard effort. There are two categories of know-
how:

technical, which enables man to manipulate the forces of nature 
for his benefit; and
organizational, which enables the creation and maintenance of 
effective organizations.

 Technical know-how is more universally valid. Given a certain level 
of education and the will to learn, it can be more readily imported and 
absorbed. Socio-organizational know-how is culturally conditioned 
and needs to be in harmony with the beliefs of the people. It must, 
therefore, be mostly “home-grown”.

4. For growth to be a sustainable process, the will and the know-how 
have to be amplified by the proper equipment. There needs to be some 
“horsepower” behind every elbow and brain. This has to be accom-
plished through the process of investment in machinery and in physical 
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and service infrastructures. The sources of funds for investment can be 
domestic, such as private savings or corporate profits, whatever their 
ownership, or external, such as foreign investment or aid.

For the will to work to be sustained, for know-how to be generated, dis-
seminated, and implemented, and for adequate rates of investment to 
be maintained, the institutional framework, the societal order, has to be 
right. We can perhaps reformulate the determinants of effectiveness” in 
the following way:

Eff
resources

population
 societal order, external environm= f eent

æ
è
ççç

ö

ø
÷÷÷÷

Components of Societal Order

Any societal order consists of three components: values, political govern-
ance and economic system.

There are several distinctive sets of values, forms of governance and 
economic systems; all of them have some intrinsic advantages and disad-
vantages. Some of them are more attractive from the humanistic point of 
view; some are appealing from the political, philosophical or social point 
of view; some lead to better economic performance.

The main “prototype” components are as shown in Fig. 2.

VALUES

1.  Individualistic-competitive

Each individual is unique. It is legitimate for each to be concerned with his 
own needs and aspirations and to seek self-assertion and self-fulfilment.

2. Group-cooperative

A person is just one part of creation and one part of the societal fabric. 
Each should seek to play his proper role in it, voluntarily subordinate to 
higher purposes, to fulfil his obligations and his destiny through coopera-
tive interaction with others.
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3. Egalitarian-collectivist

People are born equal and are an integral part of society. Each person 
should be able to draw on the common pool to satisfy his needs, but 
contribute to that common pool to the best of his abilities. Each finds 
his meaning and fulfilment through a communal type of existence in a 
conflict-free society.

Fig. 2.
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POLITICAL GOVERNANCE

1. Countervailing Powers

This is representative government with one party in power and one or 
more in opposition, whose perceived purpose is to prevent abuse and im-
prove the use of power, to “counter-balance”. Freedoms are guaranteed 
by the separation of legislative, executive and judicial powers.

2. Shared-consensual Power

Decisions are made by representatives of different sectors of the popula-
tion, with varied orientations, partaking in the process and subsequently 
sharing the responsibility for the consequences.

3. Unitary Power

In this form of governance, power is concentrated at the top of the so-
cietal pyramid, with no official opposition or counterweight to it. This 
describes all dictatorships, from left to right, whatever their ideological 
justification.

ECONOMIC SYSTEMS

1. Free Enterprise

The key descriptors of this system are private property, profit maximiza-
tion and a free market, with government committed to ascertain the above 
within the rule of law, with predominantly adversarial relations between 
government, business and labour.

2. Concerted Free Enterprise

This system has features similar to the above, except for more coopera-
tive relations between government and business (and, in some countries, 
labour), enabling the creation of consensus about national objectives and 
priorities, and the ensuing harmonization of economic endeavours.
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3. Command-State Enterprise

This system is characterized by state or “collective” property, output max-
imization, a regulated market and the deterministic role of government in 
economic affairs, exercised through central planning and administrative 
allocation of resources.

Evolution of Societal Orders

Nation-states developed different forms of societal organization for a 
variety of reasons. There were strong beliefs about what was right and 
wrong and thus the kinds of institution that were required, as was the case 
in the USA in 1776. The colonial heritage was a major factor in India. A 
distinctive ideology, which prescribed the form of the political govern-
ance and economic system, was initially the main moulder of societal 
order in the Soviet Union.

Once established, the institutional features of societal orders tend to 
become “sanctified” and very difficult to change substantially, except 
through revolutions.

In the last few decades, many conditions have been changing rapidly. 
Empty spaces have diminished; resources have shrunk; interdependence 
within and between societies has increased. Some countries have gone 
rapidly through several stages of economic development, while others 
have gained or diminished in political stature. Needs, therefore, change, 
as do economic priorities and, as they should, certain values and political 
and economic institutions in order to match the new realities better. Will 
the societal orders evolve along the desired directions to permit nation-
states to continue to function effectively?

As we look at the symbolic representation of the components of societal 
orders, we can identify certain combinations with particular countries.

The USA can be described as having a predominantly individualistic-
competitive set of values, a countervailing type of political governance, 
and a free enterprise economic system. The combination seems to be a 
natural fit. Until the recent past it was, and it facilitated great economic 
development and the spread and improvement of political liberties and 
rights, and led to a high degree of contentment of the population. How-
ever, now this societal order seems to be getting out of tune; there is 
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a need for more restraint. Since its values do not evoke voluntary self-
discipline and restraint, they have to be imposed through more legislation 
and bureaucracy.

As the country is about to move from the mass consumption stage* (in 
which the priority was to satisfy varied individual consumer needs) to 
the post-industrial society† (in which public consumption needs – such as 
education, health care and a clean environment – assume greater impor-
tance), the free market alone may not be an efficient and just allocator. 
Changes are needed in the societal order for the country to restore its ef-
fectiveness. Is it in the direction of a more cooperative predisposition? A 
less adversarial conflictual orientation? More consensus-seeking, power- 
and responsibility-sharing types of relationships and institutions with 
more voluntary harmonization of economic activities? These questions 
are examined in Chapter 4.

Japan can be described as a country with a group-cooperative set of values, 
consensual though officially countervailing governance, and a concerted 
free enterprise economy in which the “economic quartet” (the Ministry of 
International Trade and Industry – MITI, banks, trading houses and key 
firms) lead the rapidly paced economic march. The emergence of their 
particular values is understandable given the perceived nature of man as 
“being part of … ”, and their austere, limited, spaceship type of environ-
ment that has existed for centuries. The consensual process in political and 
economic decision-making seems to flow naturally from their values.

The economic efficacy of this combination is evident enough: without 
much by way of resources, Japan became a growth champion. Is the above 
societal order “too economic” in its orientation? Is the psychic cost of 
voluntary subordination too high for some individuals? Can the coopera-
tive, conflict-avoiding, consensus-seeking predisposition, which seems to 
function well at the work-group, company, and even national levels, be 
applied externally? Can the Japanese transcend their national interests to 
contribute to the construction of an effective world order?

The Soviet Union started with a blueprint for a societal order based on 
egalitarian-collectivist values, a unitary power system (dictatorship of the 

*  Rostow, W. W., The Stages of Economic Growth: A Non-Communist Manifesto, 2nd edition, 
Cambridge University Press, 1971.
†  Bell, D., The Coming of Post-industrial Society, Heinemann, London, 1974.
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proletariat), and a command-state enterprise economic system. Differ-
ences between the blueprint and actual practices exist, since concessions 
have been made and expedients are being used during the so-called “tran-
sient socialist phase” on the road to communism. Some individualistic-
competitive values have survived the revolution and have been amplified 
in order to create the material base for affluence – the necessary condition 
for the introduction of communism. The unitary power system has been 
preserved with the Communist Party “incarnating” the will of the prole-
tariat. The political and social costs of this type of governance seem very 
high to many people.

The command, centrally planned economy accelerated the pace of eco-
nomic development during the early industrialization or take-off stages. 
But, as the economy is approaching the mass consumption stage, many 
different points are required at which economic decisions can be made 
and initiatives undertaken in order to satisfy better the growing and diver-
sifying needs of the population.

Can the Soviet societal order evolve? Can genuine egalitarian-collec-
tivist values be nurtured? Can the monolithic power be spread to different 
levels of the societal hierarchy, since the state should ultimately “wither 
away”? Can the economic system be decentralized without prior decen-
tralization of political power? Can, in other words, the societal order be 
reshaped to match the original design, or is a new blueprint needed?

China, after humiliating foreign interventions and a protracted, painful 
civil war, has been reshaping its societal order fundamentally since 1949. 
The leadership opted for a design consisting of egalitarian-collectivist 
values, unitary power and command-state enterprise. Great efforts were 
exerted to inculcate new values in order for the young institutions to func-
tion. The costly cultural revolution was undertaken to “purify the souls”. 
Priority is now given to “the four modernizations”. Will this lead to the 
resuscitation of individualistic-competitive drives and motives? Will a 
trade-off be made between egalitarian-collectivist values and technologi-
cal progress? If so, might the political governance and economic system 
get out of tune with such new values?

The dominant factors affecting mankind over the next two decades are 
discernible: growing population, shrinking resources, twilight of the “pe-
troleum civilization”, rapid urbanization, massive unemployment in the 
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Third World, increasing education, expanding aspirations and growing 
interdependence, yet also mutual total destructive capacity, hence the im-
perative for different societies to coexist in reasonable peace.

What kinds of societal order can best cope with the above conditions? 
Is it the individualistic, countervailing powers, free enterprise type? Is 
it the orders based on collectivist values, unitary powers and command 
economies? Or might it be the societies with group-cooperative values, 
shared power and concerted free enterprise that can confront the world of 
tomorrow with least difficulty? Is this type of societal order the precur-
sor of at least a phase of evolution that many societies may have to go 
through as they approach a distant world order?

Some societal orders have occurred as accidents of history. Some are 
firmly rooted in particular ideologies that postulate that there is only one 
right way of organizing a society, which is valid for all countries and all 
times. We are now approaching, though, a better understanding of how 
the three components of societal orders interact and of what conditions 
their effectiveness. With such improved knowledge, we should be able to 
take ourselves off our various ideological hooks, do some more societal 
design, and enable the type of political leaders to emerge who could mo-
bilize their respective societies to change values and restructure political 
and economic institutions, without going through political convulsions. 
We may, then, be able to build better bridges between different societies 
to help Mother Earth carry us into the future.

The above summary reflections are analysed in greater depth in the 
following chapters so as to be able to answer the questions raised. In 
addition to those already mentioned, a few more of the key countries are 
added to cover a broader spectrum of societies.
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C H A P T E R  2

The Origin of Man and His Ideologies

Why did different societal orders emerge? What were the sources of 
values? What inspired their. emergence? Societal orders have been 
moulded to satisfy the perceived needs of men. These stem from the 
intrinsic, yet varied nature of man, which was at least partly built into 
him in the act of his creation. The perpetual philosophical challenge is 
to pierce through the mystery of man’s true origin, to understand fully 
his nature and his needs in order to create relations and build institutions 
that will enable man to attain his destiny and his mission, and to fulfil 
himself. The urge to understand the true meaning of his own existence in 
relation to the physical world surrounding him has been the drive behind 
the creation of myths, the structuring of religions, and the discovery of 
the scientific method. The search for “truth” diverged; the answers vary. 
What have been the main currents of thought? They can be presented in a 
highly schematized form (Table 1).

Let us explore these different beliefs. Most of the ancient myths and or-
ganized religions attribute man’s origin to some supernatural power; they 
see him as a product of the Divine Will. In the process of creation, man has 
been endowed with a variety of attributes or traits. His behaviour is not, 
however, fully pre-programmed, hence it differs from that of his fellow 
men. Its manifestations are seen by others as “good”, “bad”, or “both”.

Ancient philosophers attributed man’s behaviour to his intrinsic nature. 
Hsun-tzu held that “man’s nature is evil; goodness is the result of con-
scious activity”.* By conscious activity he meant essentially instruction 
and learning. The intrinsically evil nature of man had to be straightened 
out and transformed through education and inculcation of ritual princi-
ples. This he saw as the purpose of a societal order of “civilization”. The 

*  Hsun-tzu, The Works of Hsun-tzu, translated from the Chinese by Homer H. Dubs, AMS 
Press, New York, 1976.
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sages were required in order to create the ritual principles and the sage 
kings to uphold them.

In a much more recent period, and starting with a very different base 
of observation, Sigmund Freud arrived at somewhat similar conclusions 
about the nature of man.* He felt that man’s instinctive drive for sen-
sual satisfaction is in conflict with the basic purposes of civilization, i.e. 
controlling the forces of nature for man’s good and regulating relations 
between people, especially those relations pertaining to the distribution of 
wealth. Instinctive drives induce people to use each other as objects for 
the satisfaction of their own needs. This is contrary to the spirit of neces-
sary civilizational regulations; therefore, these have to be imposed by a 
minority that somehow acquires the means of coercion, though ideally 
such a minority would master its own instinctive drives.

The questions that remain unanswered in both of the above philoso-
phies are: If man’s nature is intrinsically evil, where does the drive to 
improve, to create ritual principles, to master instincts – the drive for 
civilization – come from? From outside of man? Why and how do the 
sages emerge?

Mencius held the opposite view: he felt that man was intrinsically good: 
“The tendency of human nature to do good is like that of water to flow 

*  Freud, S., The Future of an Illusion (edited by J. Strachey), W. W. Norton, New York, 1975.

table 1

Origin of man His nature
Source of values 
“ethics” Resulting values

Divine Will Evil;
Good; 

or both

Divine Revelation Individualistic-
competitive, or

Group-cooperative

Product of 
natural 
evolution

Good;
product of
environment

Laws of nature Group-cooperative, or
Egalitarian-collectivist

Biological 
accident

Composite;  
his uniqueness = 
knowledge

Himself; the 
objective need

Not “pre-wired”;  
free to choose
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downwards”.* He felt that man possesses the basic virtues and that they 
need only be nurtured in order to manifest themselves to others as desirable 
behaviour. These virtues are: compassion, manifested as humanity; shame, 
leading to righteousness; a sense of courtesy converted into decorum; and 
the sense of right and wrong as the beginning of wisdom. To Mencius, man 
is only induced to do evil by circumstances, like a bad ruler. Somewhat 
similar views were articulated later by Jean-Jacques Rousseau.

The question that arises is: Since circumstances are the products of 
man, how or why do the “evil circumstances” arise?

A contemporary and pupil of Mencius, Kao-Tzu, saw man’s nature as 
neutral, not predisposed to good or bad – it can be turned to good or bad.† 
This position is the most tenable one since we have ample manifestations 
throughout history of the same individuals and communities being capa-
ble of both very good and very bad deeds. It may be even more correct, 
though, to see man as endowed with predispositions towards good and 
bad rather than as neutral. The good and bad in him is evoked by complex 
circumstances, the interplay of his instincts and his interaction with other 
people. The main religions embraced a similar view of the nature of man; 
one of their purposes has been to evoke the good in man by codes, pre-
scriptions, promises of reward and threats of punishment.

If the true nature of man remains a mystery, the very purpose of man’s 
existence is even more of a mystery. In order to understand this purpose, 
to know what to strive for, how to do it, how to relate with others or with 
the surrounding nature, to know what is good or bad, what is right or 
wrong, man has been trying to pierce the mystery of creation, to fathom 
the will of the Creator, to derive from it a just order and a code of behav-
iour. The source of ethics has been thought to be outside of man, a matter 
not of free choice by man, but rather of correct interpretation of divine 
intentions facilitated by revelations through various prophets.

The second, more recent school of thought about man’s origins, is 
the materialistic one. It holds that man is a product of physical evolu-
tion guided by the laws of nature, like all other creations. His nature, 
his behaviour, his history and his destiny are all subject to these laws of 
evolution. Man must seek to “discover” these natural laws, to develop a 
rational understanding of them, and then to evolve codes of prescriptions 

*  Works of Mencius, edited by J. Legge, Dover Publications, New York, 1970.
†  Ibid.
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in conformance with them. It follows again, therefore, that man does not 
have the freedom of choice of values; they have been predetermined for 
him. The certitude that some have about the ultimate outcome of societal 
evolution (i.e. a universal classless society) is easy to understand in the 
context of this system of thought.

The most recent school of thought, as articulated by Jacques Monod, 
holds that man is simply a product of accidental biological mutation.* 
With perhaps a somewhat unscientific finality, he asserts that modern 
science and particularly molecular biology has irrevocably destroyed the 
notion that man is a product of some Divine Intervention or of natural 
evolution. According to Monod there is no ultimate purpose, no fixed al-
liance between man and the rest of creation. These conclusions are based 
on the following observations:

“The one universal and essential characteristic of living things is 
the conservativeness of the chemical structure (DNA), wherein 
the genetic code is written.”

“Evolution is not an inherent tendency of living beings.”

“Changes in the biosphere come through random perturbations 
which affect single molecules and are therefore unpredictable and 
uncontrollable in their effects.”

His further observation is that social animals other than man are geneti-
cally predetermined in their behaviour through “pre-wiring” of their nerv-
ous systems. Their relations, their interactions and the stability of their 
“social” institutions are thus genetically assured and perpetuated. They 
need no moral codes, no basis for ethics. Man’s uniqueness among social 
animals resides in the fact that his code of conduct is transmitted culturally 
rather than genetically. This is why man has a history and other species 
have palaeontology (fossil remains as evidence of their existence); hence 
the burden and the compulsive need for man to have a foundation, the 
ultimate justification for a set of values, for a code of ethics. This is what 
has provided the drive for religions and philosophies – to establish that 
source, that ultimate frame of reference for values. If science can demon-
strate, however, that man’s emergence is the outcome of a huge “Monte 

*  Monod, J., On values in the age of science, essay presented at the Fourteenth Nobel Sympo-
sium, 1969.
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Carlo game”, and that the Cosmos may not have even noticed nor cared 
about his emergence, then there is no ultimate source nor foundation for 
values or ethics outside of man himself. Man has, therefore, not only the 
need but also the freedom to create them, rather than to discover them.

The diversity of ideas and convictions about the origin, the nature and 
the destiny of man led to the systematization of thoughts into sets of values 
and ideologies. Their formulation has, of course, also been influenced by 
the particular experiences of different societies, the physical environment 
that societies had to cope with, and the periods in which they emerged. 
The conflicts between ideologies are due more to the above (whence the 
differences about the past) than to fundamental differences in perceptions 
about the yearnings of man and the ultimately desirable things, and the 
societal order that could satisfy these yearnings.

Among the key “desirables” that man’s mind focused on were his con-
ditions of wealth and welfare, equality of opportunities or benefits, equal-
ity before law or in status and position, rights versus privileges, freedom 
and justice – both their source and their attainment.

Whatever man considers to be the desirable states or conditions, these 
can be attained only through interactions with people. What the nature 
of such interactions should be depends on how much importance is as-
signed to the individual in relation to the society. One of the systems of 
values that has emerged and that is strongly upheld in the Anglo-Saxon 
world assigns the primacy to the individual, his development and his self-
fulfilment. Whatever institutions are created should be designed so as to 
facilitate individual pursuits. This set of beliefs will be discussed under 
individualistic-competitive values in Chapter 3.

Another body of beliefs sees man as very much a part of the societal 
fabric and sees the need for each individual to find his place in a societal 
structure, to play his particular role in it, and to voluntarily subordinate 
himself to the societal needs. Such beliefs, which are characteristic of the 
Confucian and Shintoist cultures, have strongly influenced the behaviour 
of men in countries such as Japan. They will be explored further under 
group-cooperative values in Chapter 3.

Yet another way of seeing man is just as part of a community, inextri-
cable from it. Man should fuse himself into communal existence. Such 
beliefs are being propagated in the Soviet Union and experimented with 
in China. This set of values can be labelled egalitarian-collectivist.
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The different prescriptions and institutions that have emerged to regu-
late relations between men have links to one of the above three sets of 
values. The institutionalized interactions between men are of at least two 
different kinds: political and economic. The first category of interactions 
concerns the question of power. Power is the right, the capacity, to make 
decisions affecting whole communities. Among the key questions con-
cerning power are: What justifies the right to use it? How is it acquired or 
how should it be acquired? Should it be concentrated or diffused? How 
can it be perpetuated or removed, constrained or controlled? The ques-
tions can also be formulated in terms of how and by whom laws can be 
passed, administered, and enforced; who can decide about taxes, pensions, 
or other resource allocations; how and by whom can decisions be made 
about war, peace, or, at the other end of the spectrum, about the manner 
of garbage collection. To be useful, an ideology needs to contain a set of 
prescriptions for the design of political institutions, which regulate the 
relationships of power between people and, through proper relationships, 
allow the attainment of political yearnings and aspirations.

The second set of interactions requiring some ideological prescrip-
tions concerns physical goods and services – economic things. Given 
the existence of the physical needs of man, of those drives and yearnings 
that can be satisfied through material means, there has to be a system of 
production and distribution of wealth. Primitive man and his elemental 
family existed in the state of economic self-sufficiency. The desire to 
improve his lot has pushed man into the differentiation of productive 
roles, specialization of tasks and specialized production and exchange of 
goods, and has taken him through the stages of tribal, regional, national 
and international organization to the currently complex economic insti-
tutions, which are interlinked and interdependent. Again, the economic 
experience of man varied depending on the conditions of natural en-
dowment under which he lived, the degree of mastery over the physical 
environment that he attained, and the social and political organizations 
that facilitated or impeded the effectiveness of the economic processes. 
The economic purpose of an ideology, therefore, is to prescribe an effec-
tive or just economic system that would enable efficient creation and/
or equitable distribution of material goods. The economic component of 
the ideology has to provide answers to problems such as how to moti-
vate man for productive effort, what should be the reward system, the 



 The Origin of Man and His Ideologies 17

ownership of the means of production, and the basis for allocation of 
exchange of goods.

Views have differed as to which of the two components of ideology, the 
political or the economic, should be the predominant one. Some, notably 
Marx, have held that economic factors determine other institutions in the 
social and political structure. Others place greater importance on political 
organization and consider it the component that determines the efficacy 
and justice of an economic system. Both historical and current observa-
tions show, though, that causality and determinism go in both directions. 
Thus the political governance can and does influence not only the shape 
but also the functioning of the economic system and vice versa, though it 
appears that the impact of the economic system on political governance 
takes longer to materialize.

What is perhaps more important to observe is that these two compo-
nents of the societal order, i.e. political governance and the economic 
system, exist in various combinations. This being the case, they clearly 
do not fully determine each other. They can be decoupled, disconnected, 
“crossbred” and recombined to permit the creation of new societal de-
signs or blueprints that show ways for societies to evolve to more desir-
able conditions.

But first we must discuss in more detail the three sets of values, the 
main variants of political governance, and the economic systems that have 
been the constituent elements of ideologies and the main components of 
ensuing societal orders.
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C H A P T E R  3

The Components of Societal Orders

Values

Since we are interested in the effectiveness of societies, it is those values 
and beliefs that influence the relationships between individuals or groups, 
the relationships within the whole society as such, that are of focal inter-
est. The most useful way of categorizing values, therefore, is according 
to the degree of importance assigned to self, others, or the community 
as a whole, thus: individualistic-competitive, group-cooperative or 
egalitarian-collectivist.

In some countries core values are clear and broadly shared; in others 
they are more pluralistic. Within most nation-states,- however, there is a 
predominant set of beliefs either applied or at least postulated.

INDIVIDUALISTIC-COMPETITIVE

The origins of individualistic-competitive values can be traced to reli-
gious beliefs, to particular societal experiences and to historically abun-
dant physical environments. Their perpetuation has been facilitated by 
the absence of imminent common external threats. A brief analysis of the 
evolution of this set of values follows.

According to some religions (e.g. Christianity), man has been created 
in the image of God as a unique creation, above all others, and predes-
tined for mastery over others. Each individual, being an autonomous 
entity, can legitimately focus on self, both to fulfil his temporal needs 
and aspirations and to seek his spiritual salvation. Focal objectives for 
man’s existence are, thus, the fulfilment of himself and the securing of his 
hereafter. Both of these objectives can only be attained through individual 
effort and merit. To satisfy his temporal needs and aspirations, he has 
to apply an intensive effort. To assure his hereafter, man has to struggle 
against temptations, avoid evil, and do good. In both cases he must strive, 



 The Components of Societal Orders 19

but he has the freedom to decide how hard he tries. Differential effort, 
therefore, should be rewarded differentially. On the scales of rewards and 
punishments there are sainthood and/or serenity versus damnation and, in 
the temporal life, wealth and comfort versus failure, poverty and misery. 
Differentiation in rewards for effort induces and justifies the competition 
for rewards. Success in any pursuit is measured in terms of the success of 
others; in comparison to others, it is achieved in competition with others. 
There are winners and losers.

One should feel compassion for the losers, demonstrate generosity to the 
less fortunate, less aspiring, less energetic, less achieving, but one should 
continue to do one’s best to accomplish and to excel. The communal good 
is a by-product of individual self-fulfilment pursuits. Society should be 
structured so as to facilitate individual pursuits and to serve the interests 
of individuals, and, therefore, should be subordinate to individuals.

There may have been some distortions of the Divine Intention in this 
interpretation, but it suited man’s instinctive inclinations. This view was 
further reinforced and justified when man found himself in an environ-
ment that was abundant and rich – such as that of the early American 
nation in 1776. There was space for each individual to move about with-
out constraining others; many virgin lands to domesticate and to convert 
into private property through individual effort, without necessarily de-
priving others of such opportunities. One had to strike out on one’s own 
and depend on one’s own forces and resources. Distant authorities could 
not be of much help, so they could neither prescribe nor constrain too 
much. There was a need for some mutual help, but there were also clashes 
of will whenever interests conflicted or serious attempts to constrain were 
made. The above situation moulded and upheld characteristics of behav-
iour such as rugged individualism, self-reliance, pragmatism, mobility, 
nonconformism, ambition, achievement, drive and competitiveness.

There was another factor favouring the development of this individual-
istic value system. It was the preselection of people who were individual-
istically inclined before they arrived in the USA. Some brought with them 
the British heritage of striving for individual freedoms and self-assertion, 
favoured by the absence of external security threats to the nation. Most 
were people escaping from essentially feudal societies in which they felt 
economically exploited, religiously discriminated against, or politically 
constrained. They felt stifled under the wet blankets of old societal orders. 
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They were predisposed, therefore, to individualistic beliefs and behav-
iour, and were determined to prove the merits of their beliefs.

In the abundant environment, individual success tended also to be 
largely beneficial to the new community at large. Even when the pioneer-
ing phase was followed by technological triumphalism,  a single man’s 
invention not only brought wealth to him but also amplified the potential 
of multitudes. In the eighteenth and nineteenth centuries the influence 
of the dominant religion, the self-selection of self-assertive people and 
the abundant physical environment converged and reinforced each other, 
shaping and focusing to the extreme a set of individualistic values.

Are these determinants of values still valid? The interpretation of the 
dominant Protestant–fundamentalist religion in the USA may have been a 
particular one, perhaps somewhat at variance with the will of the Creator. 
It may have focused unduly on man as an individual rather than on man 
as a part of humanity. It is, therefore, subject to review. The memories of 
the constraining societal orders from which the immigrants came were 
at times distorted and with time faded. Within a couple of generations 
the balance in the physical environment shifted from overabundance to 
a shortage of some resources, from unlimited elbow room to urban and 
highway congestion, from epic journeys requiring inordinate individual 
efforts, resourcefulness and occasional violence to an hour’s flight by jet; 
all of this thanks to the organized cooperative effort of many thousands. 
The society went from frontier “law”, enforced at the end of a gun, to 
a multitude of laws passed within a single year by various legislatures, 
which if piled up in a single stack of paper would be several feet high. A 
very quick transition from a “cowboy” to a “spaceship” world.

Given some loss of influence of the dominant religion and some reinter-
pretation of it, the receding memories of the pioneering days, the “shrink-
age” of the physical world, and constraining international interdependence, 
can the highly individualistic-competitive values continue to provide the 
guidelines for effective, functional behaviour of individuals and for the 
design of institutions that, in turn, would perpetuate such behaviour?

GROUP-COOPERATIVE

The key tenets of this set of values are as follows: man is only part – but 
an integral part – of creation. He should be in harmony, in symbiosis 
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with nature and particularly with other people. Man is endowed with 
unique features but is not predestined nor expected to be master of all 
other things. Since man is just a component part of humanity and society, 
the meaning of his existence and his destiny. are rooted in the society. His 
links to it are many: his immediate family, the extended family spanning 
those of the past and those yet to come, his work group, his company, the 
wider community, his nation. Good functioning of these various entities 
has primacy over the individual’s needs and desires.

Each individual has a special role, but more as a thread in the societal 
fabric than apart from it or in opposition to it. Therefore each must fit into 
the societal fabric so that it can function well. Man has to live up to his so-
cietal obligations. He should subordinate himself voluntarily to group or 
societal objectives that exist in certain hierarchies, e.g. nation, company, 
work team or family – though not necessarily in that order.

Man’s worth is assessed more in terms of his willingness and ability 
to live up to expectations than by his excelling over others. Virtue lies, 
therefore, in the domination over self rather than in the exteriorization 
of self, in conforming to expectations rather than in individualistic self-
assertion and differentiation.

Given these beliefs, the resultant behaviour is more group than indi-
vidually oriented, more cooperative than competitive, the relations be-
tween individuals are based more on mutual obligations and loyalty than 
on mutual advantage and contractual agreements.

The roots of these values can be traced back to religious and mystic 
interpretations of the origin, nature and destiny of man. Such values were 
further moulded by man’s experience in coping with specific, tight, aus-
tere physical environments and, in some cases, by the external, hostile, 
political world. Among the countries with predominantly group-coopera-
tive values, Japan is the one where the origins of such values can be most 
readily understood. For the sake of comparison with the USA we can 
again go back to 1776, but this time to Japan. The main religion, Shinto-
ism, being polytheistic, favoured the above interpretation of the place of 
the individual in the universe and society. If one accepts the notion of 
many gods, it is much easier to accept the notion that man is just a part 
of creation and not a unique one, a part of society rather than a strictly 
individual entity. The physical environment enhanced the wisdom and 
utility of such an interpretation and gave credence to it. The islands were 
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relatively small, already with many people. Much of the space was taken 
up by mountains that offered little. There was limited space in which to 
manoeuvre without muscling in or pushing others aside. There were no 
real commons left to which to apply individual effort and to convert to 
private property. Fertile land was scarce. The most sensible way of sur-
viving was the cultivation of rice. Production of rice, though, required 
terracing and irrigation. The first could be better done through coopera-
tive effort, the second simply demanded it – even after the building of 
irrigation canals the water had to be shared.

The existing societal order of landlords (daimyo), warriors (samurai), 
peasants and tradesmen, with well-defined roles, interdependencies, and 
strong loyalties, was both the reflection of group-cooperative beliefs and, 
partly, their source. The fact that Japan had existed by then for over a cen-
tury and a half in almost perfect isolation from the rest of the world made 
the culture, and thus the values, highly homogeneous, strongly rooted, 
and shared by the bulk of the society.

It is surprising, perhaps, to observe that the values which developed 
in such special circumstances survived modernization (which started in 
1868 – Meiji Restoration), economic and imperialist expansion between 
the two world wars, the crushing defeat in the Second World War, and 
even the subsequent extraordinary economic growth, the conquest of 
world markets, and the accession to the club of economic giants. Mani-
festations of the dominant group-cooperative values abound at different 
levels of contemporary Japanese society. “Japan Incorporated” can exist 
because of it. The “economic string quartet” (the Ministry of International 
Trade and Industry – MITI, banks, trading houses and group companies) 
functions in accordance with it. The resuscitation of the officially dis-
mantled zaibatsus (the Japanese-type conglomerates) is explainable by 
it. These values also underlie the “bottom-up” style of management, with 
lifelong employment, a seniority system, group responsibility, conflict 
avoidance, search for consensus and mutual loyalty as the main foun-
dations of relationships between people. All of these are realities; they 
determine the behaviour of the people; they have facilitated their recent 
accomplishments.

The Japanese did not launder individual ambitions, drives, inclinations 
and yearnings out of themselves. They just tried to domesticate such sen-
timents and search for their fulfilment through playing their proper roles 
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in the societal structure. There is much evidence that these other drives 
exist. For example, there is strong competition between firms within 
Japan, except when the national good dictates otherwise; strong compe-
tition with the rest of the world, where national good clearly demands 
it; occasional individual breakthroughs in technical innovations, and in 
the setting up of new corporations and organizations. There are also the 
occasional violent demonstrations, since self-discipline and voluntary 
subordination appear, to some members of the community, to be too high 
a price to pay for the smooth functioning of the societal fabric.

These pressure-release valves fulfil a tranquillizing function for the 
more assertive, restless members of the society, while the majority con-
tinues to conform to the norms of what is considered to be socially good 
and expected behaviour.

Serious questions arise about the survival of the values described 
above. Japan has opened up to the world. It opened itself to massive im-
portation of goods and knowledge of all kinds from individually oriented 
societies. It exposed itself to alternate, even competing, values that can 
now be propagated effectively thanks to modern communication means, 
of which the Japanese produce more than their share. There has been 
quick urbanization and, hence, detachment from a nature that, in an earlier 
period, had imposed its stern demands. The Japanese family has shrunk 
from the extended one spanning several generations to its present atomic 
size consisting of parents and children. While all this would indicate that 
the battle for survival of the group-cooperative values will be a tough 
one, it will not necessarily be a losing one. Japan is only one example of 
several oriental cultures – and nations – that have been exposed to similar 
religious and cultural influences, have lived in similar physical environ-
ments, and now manifest some similarity in beliefs and behaviour. All 
belong to the Sino-Confucian zone. They are: Formosa, Singapore (with 
its predominant Chinese population) and South Korea. All of them have 
demonstrated in recent decades a great deal of vitality. They have been 
extraordinarily successful in absorbing technical knowledge from other 
parts of the world, and all have achieved significant rates of economic 
development. The above accomplishments have been realized in spite of 
(or, probably, because of) the retention of many traditional values and 
social schemes, while importing, wholesale, technical know-how from 
the Western world.
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While Japan and some other Asian countries are the real bastions of 
group- or family-oriented, cooperative, supportive behaviour, we also find 
some predisposition to voluntary discipline and cooperation elsewhere 
– even among Western, “Hellenic”-culture countries such as Germany 
and Sweden. The motives, the basis for relationships, and institutional 
arrangements are different, but some of the effects are the same (i.e. better 
mobilization and harmonization of individual efforts than one currently 
finds in extremely individualistic societies).

The test of the viability of group-cooperative values will lie in their 
continued utility as guidelines for coping with the contemporary and 
future physical environment and for maintaining effective interaction 
with societies based on different beliefs. Since spaces and resources are 
shrinking, since interdependence is increasing, cooperative predisposi-
tions seem of the essence. The only question is: Will nations with such 
values be able to transcend their group and national loyalties and egoisms, 
and become constructive partners in a world order?

EGALITARIAN-COLLECTIVIST

All of the value systems recognize man as an individual with attributes 
and characteristics that distinguish him from others. All of them, also, 
recognize that much of the meaning of man’s existence is derived from 
interaction with others. Where the value systems differ is in how much 
emphasis they give to man as an individual or to man as a member of a 
community and, thus, to the nature and importance of his interaction with 
others. Individualistic-competitive values assert that it is man as an indi-
vidual, his differentiation and self-seeking, that matters most. In group-
cooperative values, the dominant thought is the willing subordination of 
individuals to the communal good. In the egalitarian-collectivist set of 
values, preponderant weight is given to man as a member of a community, 
his interaction with others and, almost, his fusing into a collective entity.

Collectivist ideas and ideals have roots in certain religious beliefs and 
ethical and philanthropic motives, but they are defined most clearly in 
Marxist doctrines. Concrete manifestations of these ideals span various 
historical periods, from early societies through contemporary states to 
blueprints for future societal orders. The key ideas are the following: 
man is born equal, not just in terms of equality of opportunity or equality 
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before the law, but also equality of rights for the satisfaction of his needs. 
The cardinal prescription is, therefore, “to each according to his needs”, 
but the necessary precondition for this (thus the first part of the cardinal 
rule) is “from each according to his ability”.

The origin of collectivist ideals has often been ascribed to their roots 
in religions, but different interpretations of religious doctrines can result 
in almost diametrically opposing conclusions. One can interpret Chris-
tianity, for instance, in the following ways: man has been created in the 
image of God and, therefore, as a unique being. This emphasis on man as 
an individual provides the legitimacy for focusing on self. On the other 
hand, one can stress that other men have been created in the image of God 
as well. Therefore, all men are equal before the Creator. Given prescrip-
tions such as “love thy neighbour as thyself” or “do unto others as you 
wish others to do unto you”, man can be seen as only a part of the human 
community. The essence of his existence, then, lies in sharing with others. 
From there it is only one step to the ideal of communal ownership and 
living. The ethical and philanthropic grounds for communal existence are 
related also to the above thinking.

A very different reasoning in favour of the egalitarian-collectivist 
society, and one that has had much greater mobilizing power in recent 
history, is rooted in scientific materialism, which sees man as a product 
of evolution, governed by natural laws of evolution. In short, the Marxist 
school of thought.

Marxism offers a historic analysis and predictions/prescriptions for the 
future: man has been motivated in the past by his economic self-interest 
because he lived under conditions of material scarcity. Similarity of inter-
ests made people bond into social classes. These classes were in conflict 
with each other because of differences in their economic interests, e.g. 
owners versus workers. Owners of the means of production will keep 
expanding their facilities and minimizing wages in order to enrich them-
selves. The expansion of the means of production will lead to competitive 
struggles for markets and to diminishing returns and a weakening of the 
system – but, at the same time, to the numerical expansion of the impov-
erished proletariat. As they grow conscious of their numerical strength, 
the proletariat will overthrow the weakening capitalist class and create a 
rational system for production and distribution of goods. This will allow 
the creation of a base for material affluence and the possibility to satisfy 
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the material needs of the whole population. Once these conditions are 
achieved and scarcity – the previous determinant of human behaviour 
– abolished, the behaviour of people should alter radically from individ-
ualistic-competitive to cooperative-supportive. The state of communism 
can then be introduced, based on the principle “to each according to his 
needs and from each according to his ability”, since there will be no need 
to fight over scarce resources. Class differences and, therefore, conflicts, 
will disappear, and the state apparatus previously required to regulate 
such conflicts could wither away.

In different periods of history there have been various attempts to apply 
egalitarian-collectivist values in practice. In early societies there were 
forms of primitive communism, particularly in island communities. For 
instance, sea fishing required some organized group effort, cooperation 
and apportioning of the catch for the survival of the community. Ways of 
sharing both the effort and the product were thus developed. According to 
anthropologists, sharing was not based on the principle “to each accord-
ing to his needs”, but on a system of entitlements, such as relationship to 
the fisherman, role performed in the community, etc. In predominantly 
pastoral societies, communal rather than individual ownership of pastures 
seemed eminently sensible. This reduced the labour required, facilitated 
the rational use of pastures and permitted the nomadic existence of col-
lective moves to greener pastures. The emphasis in this form of societal 
organization, however, was put on collective use of property and coopera-
tive effort rather than on subsequent sharing of the fruits of the effort.

The attempts in the early nineteenth century in the UK and the USA 
to create egalitarian-collectivist forms of organization were largely in-
spired by religious, ethical and philanthropic motives. Some communities 
were organized along communist lines. They were out of tune with the 
dominant values in their societies and were viewed by contemporaries as 
Utopian experiments, and, thus, they failed. The more recent experiments 
with communal living in the USA, including the extreme forms of sharing 
such as communal sex, have also largely failed, again because they were 
too much out of tune with the dominant values of the ambient society.

Another interesting example of the practice of the egalitarian-collec-
tivist philosophy is the kibbutzim in Israel. They were partly Marxist 
inspired and partly patriotically motivated. The purpose was to settle land 
and produce some food within the country. While there remains some of 
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the initial motivation, enough members must have found sufficient sat-
isfaction in this form of organization and lifestyle to wish to continue, 
regardless of patriotic imperatives. The kibbutz is a rather extreme form 
of collectivism. There is no private ownership, everything belongs to the 
collective, and members have equal rights to participate in the decisions. 
The prescription “to each according to his needs and from each according 
to his ability” is largely applied. What is particularly interesting is that this 
form of organization exists at the subsocietal level and, in fact, in fairly 
sharp contrast to the ways in which much of the rest of the industry, com-
merce, and even the political life of the country are organized. They are 
like egalitarian-collectivist islands in an individualistic-competitive sea.

The most significant developments and experiences have been rooted 
in Marxist philosophy. The October 1917 Revolution was fought and won 
under its banner; the Czarist Russian Empire was transformed into the 
Soviet Union, currently one of the most powerful countries. The most 
populous nation in the world, China, also went through a social revolu-
tion, using a Marxist vision of the future as a mobilizing force and a 
societal blueprint. Other smaller countries, in various ways, have gone 
into the egalitarian-collectivist camp. A third of humanity, therefore, now 
has Marxism, in its diverse interpretations, as an official ideology.

None of the countries concerned proclaims to have reached the stage 
of full communism. Some, like China, feel that they are close to the ideal, 
since they have a relatively high equality in the distribution of wealth and 
in standards of living, even though at a low level of prosperity. Others are 
resolutely in the transient stage, the function of which is to build affluence 
and, thus, prepare the material basis for introducing communism. During 
this transitory stage, inequalities are allowed and differential rewards for 
differential effort are given in order to motivate people for more produc-
tive pursuits. This should accelerate the creation of material affluence, 
still seen as a precondition for the introduction of true communism.

The egalitarian-collectivist set of values, like the preceding two, can be 
analysed in moral or utilitarian terms. The first way evokes such questions 
as: Has man really been predestined to a collectivist-type of existence, 
either by Divine Will or by the laws of nature? Is it sufficiently reflec-
tive of his true nature? Can it accommodate the observable uniqueness of 
each individual? The utilitarian “acid test” questions that suggest them-
selves are: Can egalitarian-collectivist forms of existence evoke the most 
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creative, productive abilities of man, both by providing the motivation and 
the opportunity for creative effort? Can it, therefore, facilitate technologi-
cal and economic progress? Can it, if not eliminate, at least significantly 
reduce conflicts within a society? Will man voluntarily share and volun-
tarily do his best for communal good? Can he be induced to do so through 
a new type of education or is there some compulsion required? Can one 
reach a discrete point on the scale of economic progress at which one can 
declare the state of affluence and then introduce true communism’? Is not 
the notion of affluence a very relative one? Can satisfaction be derived 
from more cooperative interaction with other people, outweighing almost 
instinctive individual drives and yearnings, or is there a need to coerce 
man into such behaviour?

The appeal of egalitarian-collectivist values has obviously been wide-
spread. Their mobilizing power has been great. Their feasibility has been 
tested, at least on a subsocietal scale such as in the kibbutzim. The indus-
trial and military accomplishments in some countries mobilized around 
these ideas have been significant. The social and political costs that have 
accompanied such accomplishments are judged by most to have been ex-
cessive. In view of all the above, are these likely to be the values towards 
which the world of tomorrow will converge?

Political Governance

The second key component of any societal order is the totality of its politi-
cal institutions and procedures, which we will name political governance. 
There are many ways of categorizing and describing the nature of politi-
cal regimes, varying in analytical rigour and utility. The most common 
political labels tend to have the greatest mobilizing power, but contribute 
little to true understanding since people attribute different meanings to 
them. They are more useful for creating or sustaining political tensions 
than as a basis for novel political architecture. A case in point is words 
such as democracy and autocracy.

The label autocratic is a derogatory one. It automatically evokes con-
notations such as dictatorial, oppressive, arbitrary, unjust, usurpatory. No 
government chooses to label itself thusly.

In contrast to autocracy, democracy as a concept, an ideal, a desirable 
form of political governance has gained tremendously in popular appeal in 
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recent history; it has an almost universal acceptance in the contemporary 
world. If this assertion sounds surprising, think of any current political 
regime that proclaims itself to be undemocratic or antidemocratic. Even 
those regimes that exercise absolute power justify it by using democratic 
terminology. Those who abrogate democratic institutions explain their 
actions as temporary expedients necessitated by special circumstances. 
This strong appeal, the almost hypnotic power of the word democratic, 
means that it strikes a resonant chord in people who reach a certain stage 
of political consciousness and maturity.

The term democracy, however, covers a number of distinctive variants 
of political governance that have existed in the past and exist today. The 
main ones are as follows.

Direct democracy. In this system, members of a given community take a 
direct part in the making of political decisions, such as passing laws or de-
ciding on specific actions. A strong justification for it has been articulated 
by Jean-Jacques Rousseau: “No law is legitimate unless it is an expression 
of general will, a consensus of the whole community. No man can enjoy 
full moral responsibility, and so really be a man, unless he participates in 
the formation of the consensus, by which he is legally bound.”*

Representative democracy. Members of a community still retain the ulti-
mate source of authority and the right to make decisions, but they exercise 
that right through their elected representatives. The justification for this 
system has been more utilitarian than moral since, physically, it appeared 
too difficult to gather all members of a community in one place in order 
to have them take direct part in the making of laws or in the making of 
executive decisions. The system of electing representatives, who should 
act as spokesmen for their electorate and in the spirit of their will, offered 
a solution to this problem.

Constitutional democracy. Power is exercised by elected representatives, 
but they are constrained both in the making of laws and in their execution 
by a constitution prescribing boundaries of laws and powers, protecting 
the rights of minorities and individuals. The need for a constitution is 

*  Rousseau. J.-J., Du Contrat Social, first written in 1762, French & European Publications, 
New York, 1971.
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broadly recognized, yet constitutions have been and are still sometimes 
used as a substitute for legality rather than a base for it.

Social or economic democracy. The avowed primary purpose is the re-
duction of social-economic differences rather than the assuring of equal-
ity of opportunities, equality before law, or ultimate individual freedoms. 
Direct involvement in economic decision-making by those involved in 
the productive processes is another key tenet.

Totalitarian democracy. This is the extreme incarnation of economic 
democracy. It is rooted in the proposition that the economic condition 
of man is the chief determinant of his political and social status. Eco-
nomic equality is seen as a necessary precondition for political equality. 
The concentration of power in the hands of a dictator, an oligarchy, or a 
single party is justified in terms of social transformations necessary to 
bring about economic equality. The term democratic in this case is used 
to imply that power is exercised for the good of the people and, therefore, 
in the name of the people.

The above brief discussion of democracy shows the difficulty of using 
this conventional way of categorizing forms of “political governance. The 
taxonomy of countervailing, shared and unitary power seem to me to be 
more descriptive of how authority – the right to govern, to make decisions 
– is actually used. Most countries fall readily into one of these categories. 
The description of these three variants of political governance follows.

COUNTERVAILING POWERS

The countervailing power form of political governance is rooted in indi-
vidualistic-competitive values and exists in countries where these values 
are dominant, such as the Anglo-Saxon, English-speaking countries. Its 
main characteristics are as follows: there are those in power and those in 
opposition; powers are normally divided along legislative, executive and 
judiciary lines, and, especially in the US version, the institutions are so 
designed as to act as a system of checks and balances on each other.

This type of governance emerged mainly as a reaction to or evolution 
of unitary power. It may be useful to trace its evolution before analys-
ing its essence. Unitary power types of governance vary in the degree of 
concentration of power from absolute authority vested in a single person 
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to significant sharing of it with small groups within the society. Rome 
existed as an oligarchic republic in which a small proportion of the popu-
lation had very extensive powers. It transformed itself into an autocratic 
empire. The medieval/feudal societies had in them some seeds of coun-
tervailing powers. Some monarchies, as in the UK, were not absolute, 
since the monarchs depended on the consent of feudal lords, ecclesiastical 
authorities and chartered cities for such things as taxes. Gatherings of 
these bodies to agree on new taxes and other major decisions were the 
precursors to modern parliaments. Monarchies were not only limited in 
the use of power by the above, but also by the need to maintain the le-
gitimacy of their power. The legitimacy could have three possible roots: 
Divine Will, bestowing some authority upon the monarch; the so-called 
“natural reason”; and the conformance of the exercise of power to the 
“law of the land”, a set of beliefs and conventions that evolved over time 
about what was right or wrong. Constitutions emerged in the attempt to 
codify what was right or wrong, what the law of the land was, and to put 
limits on the exercise of power to protect certain inviolable rights.

While in the sixteenth and seventeenth centuries the absolute sover-
eignties reasserted themselves, the powers of absolute monarchs were 
broken again, in some countries through revolutions, in others through 
gradual evolution. The parliaments gained in power. In the UK, parlia-
ment first acquired the right to legislate, to decide on financial matters, and 
then asserted its supremacy over the executive branch of the government. 
The ensuing separation between the legislative and executive powers, 
for which John Locke provided the philosophical foundation (Of Civil 
Government),* started giving a clear shape to the countervailing powers 
type of governance. The ideas about the separation of powers, including 
the judiciary as an autonomous entity, were elaborated on and popularized 
by Baron de Montesquieu (The Spirit of Laws).† This separation remains a 
foundation stone of the Anglo-Saxon models of contemporary democratic 
types of government.

The concept of separation of powers is based on the assumption that 
man is fallible and may be predisposed to do evil. The institutions must be 

*  Locke, J., Of Civil Government 2nd Essay, first written in 1690, Regenry-Gateway, South 
Bend, Indiana, 1960.
†  ‘Baron de Montesquieu, The Spirit of Laws, first written in 1735–40, University of California 
Press, California, 1978.
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designed to guard against man’s fallibility. This kind of thinking provided 
the justification for the emergence of opposition, another true milestone 
in the development of political governance institutions. To assure that 
parliament passed laws that were just and that the government executed 
them justly, an opposition had to exercise the power of restraint, of coun-
terweight, both in the legislative process and in the executive function 
(calling the government to order, a vote of no confidence, etc.).

While men design institutions, the shape of the institutions influences 
the behaviour of men. Thus, if the sole purpose of the opposition were to 
moderate the use of power by those who exercise it, the role could be played 
constructively and loyally. If limited to this role, however, the motivation 
to assume it would diminish with time. The system, therefore, provides for 
periodic elections. The rationale for them is eminently sound:

– to assure that government (legislative and executive branches) remains 
representative of the will of the majority;

– to stimulate good performance by those in power by promise of ulti-
mate reward through re-election;

– to prevent the abuses of power that can stem from unduly prolonged 
use of it, thus the ultimate punishment of non-re-election (American 
and British schoolchildren are reminded almost daily of Lord Ac-
ton’s statement: “Power tends to corrupt and absolute power corrupts 
absolutely”);*

– to sustain the motivation of the opposition by the prospect of accession 
to power.

It is this last point that seems vital and yet in practice can lead to distor-
tions and even to some “degeneration” of the system. As long as the focal 
purpose of the opposition would be to moderate the use of power, the 
system could function well. When, however, the dominant motive (natu-
rally enough) becomes to accede to power, then the ensuing behaviour 
can become somewhat perverse; the purpose of opposition becomes to 
oppose. This leads to attempts to diminish those in power, to a sharpening 
of differences, amplification of conflicts, polarization of societal forces, 
increases in friction, and, thus, conversion of potentially useful societal 
energies into waste political heat. This process can justifiably be termed 

*  Lord Acton, letter to Bishop Mandell Creighton, 5 April 1887.
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social-political entropy. At the limit, it becomes an institutionalized, le-
gitimate, and even virtuous destruction of power (i.e. the capacity to do, 
to accomplish).

The particular processes have become readily observable: to be elected, 
one has to appeal to the electorate. The easiest way of doing this is by 
criticizing those in power for their ineffectiveness, ineptness, dishonesty, 
corruption and viciousness, and, on the other hand, to promise to “deliver” 
what the electorate desires and “deserves” through better programmes, 
greater integrity, more effective organization, better administration. The 
self-generating pressure is to exaggerate, to bid higher, to raise the aspira-
tions and expectations of the population. The system becomes a politi-
cal stock exchange in which power can go to the highest bidder. When 
the opposition gets into power, the roles get reversed, but the process 
continues. To satisfy the expectations is more difficult than to generate 
them. Therefore, there are disappointments, increased pressures on those 
in power, etc. To stay in power one has to remain high in the popularity 
polls. As a result, actions become motivated more by the desire to win 
the forthcoming elections than by the ultimate societal good. The time 
horizon in political decision-making becomes shorter. The longer-term 
consequences become underestimated, rational remedies less applicable, 
and key problems can remain unsolved. The recent inability to cope with 
inflation in societies in which popularity is the sine qua non of staying in 
power is very eloquent in this respect.

Periodic elections were also intended to act as antidotes to “corruption 
of power”, as a sort of political menstrual cycle, a way of cleansing the 
system. But this causes discontinuities, sometimes reversals of policies, 
and again waste of energies and a slowdown of societal progress.

There are other features in the countervailing powers type of govern-
ance that are questionable. In some, the majority rule means that sizeable 
minorities can be imposed upon and legally coerced. Such minorities can 
lose the feeling of having a stake in the society, become alienated from 
it, and can react in a destructive fashion, such as massive strikes or even 
violence. On the other hand, laws and institutions that are intended to pro-
vide full protection of minorities can give the well-organized, articulate 
minorities a disproportionate amount of influence over the legislative or 
executive processes. Those that are less organized, less rich, or less vocal, 
even if more numerous, can thus also become alienated.



34 Road Maps to the Future

There are even more important reasons for some fundamental rethink-
ing of the system. There were several specific factors that helped shape 
the political institutions in the UK and the USA. First, there were religious 
differences. In order for them not to erupt into continental Europe-type 
religious wars, ways of accommodating the differences, some checks, and 
balances, had to be found.

The absence of real external threats to these countries made it possible 
to spend more energy on debating internal issues. On the other hand, the 
challenge of expanding the British Empire and of domesticating the rich 
continent in the USA provided enough mobilizing power and cohesion to 
paste over some strains provoked by internal power games. The increasing 
wealth in both countries made the political games an affordable luxury.

The above conditions have changed radically in recent years. Reli-
gious differences in those countries are not of the essence; some ethnic, 
racial, and social ones are more important now, requiring different modes 
of conflict resolution. The empire has vanished, as have the open rich 
spaces. The prosperity and the good functioning of countries calls for a 
closing of the ranks; the stock exchange of political promises makes it 
difficult to do so, though. Self-restraint and self-discipline, required in 
view of shortages and external limits to manoeuvre, are not natural by-
products of governance by Gallup poll.

SHARED-CONSENSUAL POWER

There are two distinctive variants of the shared-consensual form of po-
litical governance in which institutions and processes of decision-making 
are very different yet the final results are the same. Both lead to a high 
degree of consensus in their respective societies with an absence of sharp 
divisions or conflicts, and disciplined adherence to and rather effective 
implementation of decisions and policies.

The best example of the first variant is the case of Switzerland. This type 
of governance coexists with individualistic-competitive values because 
there is both formal sharing of power through permanent coalitions at all 
levels of political governance in that society and, at the same time, there 
exists direct democracy with very frequent participation of the population 
in the taking of concrete decisions, again at the various levels of political 
organization, going from federal through cantonal down to communal.
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The Swiss type of direct democracy has historical antecedents. A form 
of direct democracy existed in some primitive societies where members 
of the community took a direct part in the decision-making process. Such 
practices were limited to communities of relatively small size. A similar 
system was developed and practised in a much more sophisticated fash-
ion in the Greek city-states, such as Athens. While much more developed 
in methods and institutional forms, it was in some ways a retrogression 
from earlier forms of direct democracy since the right to participate in it 
was limited to citizens with the exclusion of slaves. Thus, again, the total 
numbers involved in the process were relatively small and the system pre-
supposed a slave type of economy in order to allow the citizens the leisure 
to attend to civic matters. The attempts to extend the system from a single 
city-state and to create a bigger political entity similar to a modern nation-
state, by applying a concept of confederation, failed completely. There 
were several causes for such failures. The communities concerned may 
not have been sufficiently compatible in the nature of their political expe-
riences. Some feel that direct democracy can only function in relatively 
small communities. The contemporary experience of Switzerland does 
show, however, that it can function in a bigger entity like a nation-state.

What necessitated and facilitated the development of institutions for 
formal sharing of power through permanent coalitions of different parties 
in Switzerland is the fact that the Swiss Confederation has been built 
gradually over a long period of time, with new areas, now cantons, join-
ing the Confederation mostly on a voluntary basis. Since such new areas 
had significant regional or language differences, they could only join the 
Confederation if they felt secure about the preservation of some of their 
differences. This presupposed that they would have a great deal of au-
tonomy and some say in the governance of the whole Confederation.

Some of the principles of Swiss democracy and its institutional fea-
tures are described in the section on Western Europe in Chapter 4. It may 
be useful to recall a few of the cornerstones of the philosophy concerning 
the sharing of power. It holds that the interest of individuals can best be 
served when they have the greatest possible opportunity to influence po-
litical decisions directly. Secondly, the more an individual can influence 
decisions, the more responsible he will feel towards the society as a whole. 
Therefore, the responsibility of each individual’s behaviour towards the 
system as such depends primarily on his capacity to influence the system. 
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From this, one derives the further relationship that broad diffusion and 
decentralization of power does not diminish the capacity of a society to 
do things, to accomplish them, or to mobilize itself, but, on the contrary, it 
will generate a greater commitment of citizens towards the society, hence 
amplifying the societal mobilizing capacity.

The second type of governance, more appropriately called consensual 
rather than shared power, functions not because the political institutions 
are designed that way, but because the underlying set of group-cooperative 
values creates a general predisposition in the population to avoid conflicts 
and to seek consensus. Japan is the best example of this form of govern-
ance, with its broad consultations and consensus-building constituting 
dominant features of the decision-making process.

Until the Second World War, Japan had a unitary power system. It 
varied in form from an absolute monarchy through an oligarchy to a con-
stitutional monarchy. In the period of golden isolation (1602–1867), sho-
guns played a dominant role, but shared some power with the landlords 
(daimyos). Subsequently, there was a constitutional monarchy, which in 
reality was an oligarchy with power shared between the monarch and a 
small military and industrial elite. After the Second World War, a new 
political system was inspired and designed by the Americans and readily 
accepted by the Japanese. Its main features are those of a constitutional 
monarchy, with the monarch reduced to a strictly symbolic role, and a 
parliamentary democracy with several political parties. The one that wins 
the majority of votes forms the government. In principle, therefore, there 
is the rule of the majority with opposition parties – in short, a classic set 
of countervailing power political institutions.

Transcending the above formal political structure, however, is con-
sensus-building as the dominant process of political decision-making. It 
permeates the whole life of Japan. Group-cooperative values still largely 
determine the behaviour of the Japanese. There are some deeply rooted 
feelings that facilitate the process of consensus-seeking. Firstly, there is 
the importance of face-saving, the dread of loss of face. This leads to 
the avoidance of direct confrontations of ideas, views, or alternatives. 
At various levels in the society, long discussions take place in order to 
develop a common understanding of a problem or situation and, thus, to 
find a solution as a natural by-product of such an understanding, rather 
than jumping quickly to alternative, competing proposals. Secondly, there 
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is the willingness of individuals to subordinate themselves to higher pur-
poses. Their views, suggestions, and actions can be fairly readily trusted 
since they are likely to be motivated at least partly by consideration of the 
good of a work group, a company, or the country.

The rapid postwar reconstruction, the three decades of extraordinary 
economic growth, and the successful coping with the aftermaths of such 
shocks as the petroleum crisis, testify to the efficacy of this system. Elec-
tions are contested and fought, parliamentary debates are genuine, and 
political manifestations not infrequent, but the strength of cultural tradi-
tions and values is such as to transcend such divisive forces and maintain 
a large degree of agreement and commitment at various levels of Japanese 
society.

There are countries, such as Germany, whose political governance 
system falls between the two types described above. There is overt and 
direct competition for power among the political parties. If governments 
tend to be partial coalitions, it is because a single party cannot get a clear 
majority. There is no recourse to direct democracy in the decision-making 
processes. Nevertheless, there are some characteristics of a shared power 
system because of the integration of various sectors of the population, 
and particularly labour, into the political system, a reasonable degree of 
decentralization of power to the constituent states, sharing of power at 
the enterprise level, and, generally, “partnership” rather than adversarial 
relations between various social classes.

Switzerland, Japan and Germany have been among the best “perform-
ing” countries during the last few decades. Other countries, particularly 
democracies of the Anglo-Saxon type, have difficulty, however, in extract-
ing and transposing some of the useful lessons from these three societies.

The real nature of Swiss political institutions is either not sufficiently 
well known or the situation is dismissed as being something very special 
– a case of a small country with particularly mature people. Yet this gov-
ernance system is not just an accident of geography. It has been carefully 
designed, incorporating some features of the American constitution, fur-
ther tested, modified, and, above all, carefully and continuously nurtured. 
For the Swiss, power implies responsibility rather than privileges, and 
this has protected them from the corrosive effects of concentrated power.

Japan, while a big country, remains something of a mystery and is often 
more feared than admired. The extraordinary homogeneity of values is 
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seen by many as being too unique to be of model value; yet, if we remem-
ber under what physical conditions those values have been distilled, this 
societal model does offer some learning potential for the future.

Germany, the undisputed economic champion in Europe, is still re-
membered for the ravages it caused. These were made possible by the 
predisposition to discipline and to some voluntary subordination; hence, 
a high mobilizing capacity, which can be misdirected. Yet, currently, the 
country performs well, not only on the economic front but also on the 
political. Some very useful lessons could be extracted from this particular 
societal experience.

UNITARY POWER

Unitary power covers a range of past and present political orders labelled 
absolute, autocratic, despotic, dictatorial, rightist or leftist, military or 
proletariat; other labels include one-party system, non-constitutional 
monarchies, revolutionary governments and tribal chiefdoms. In the con-
temporary world, most of the above descriptions have derogatory con-
notations. Present governments, even when exhibiting characteristics of a 
unitary power, describe themselves in different terms, using “democratic” 
as the predominant label. While the justification for the concentration of 
power varies, the fact of concentration is one of the common denomina-
tors of all the above variants.

Another common denominator is the absence of a legal opposition or 
counterweight and the difficulty for the population at large to take power 
away from those who exercise it and bestow it on others. In the past, such 
shifts in the locus of power could be effected only through violent means, 
such as a revolution, palace or popular, or a coup d’état – all such events 
often being facilitated by a defeat in war or other calamity or emergency.

How did unitary power governance emerge and why does it still sur-
vive? Any organization needs order, a set of rules to which members of 
the organization must conform. The source of such order and the ensuing 
rules are directly linked to ideas of man about his origin. Whether one 
feels that man is a product of Divine Will or a product of evolution gov-
erned by the laws of nature, the ultimate determining power and authority 
is outside and above man. It is, thus, very natural to perceive that there 
has to be an apex in any social organization, someone at the top of the 
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power pyramid. It can be an absolute monarch who inherited his power 
from above, the head of “the true” church to whom the Creator revealed 
the truth, or it can be the “fittest” who survives the struggle among men, 
imposing the right of might as genuine tyrants do. But even when the 
dominant belief maintains that man has the right to self-determination, 
a unitary structure of power can arise as an expression of popular will. 
This happens when there is a sharp and shared perception of the need for 
a dramatic change in the societal and, mainly, economic order, as well as 
the conviction that such a societal transformation requires a strong hand, 
uninhibited by any dilution of power or by undue constraints.

If unitary power continues to have strong appeal, it is because it has 
some attractive features. It allows the creation and the pursuit of a unity of 
purpose. Priority can be given to national, collective or communal needs 
over individual needs. It facilitates master planning and what appears to 
be a rational allocation of resources. It can enable quick decisions and fast 
implementation. Normally, it is an effective system for conduct of wars 
and for coping with other extreme emergencies.

This type of governance has some obvious disadvantages. It has en-
gendered in the past, and continues to engender, passionate opposition. It 
then tends to eliminate all opposition to centralized power as such and to 
suppress any views not generated within the power structure. This leads 
to societal blinkers, with the ensuing danger of ignoring realities and 
moving off on tangents. Evolutionary progress is impeded: there is not 
enough competition of ideas, nor analysis of costs and benefits of different 
options, nor pragmatic adaptations to new realities. This system can allow 
those in power to become self-serving, arbitrary or corrupt. The greatest 
single difficulty, though, is the need to impose the will of the leader, the 
party or the so-called “national will” on the people. This necessitates the 
creation of a supervising, controlling and, usually, coercive bureaucracy 
that can stifle initiative, diminish motivation and evoke more opposition.

One can make a fairly fundamental proposition at this stage: the ef-
fectiveness of authority or power is determined less by its intrinsic nature 
than by the degree to which it is voluntarily accepted by those over whom 
it is exercised, i.e.

Effectiveness of power Acceptability of power= ( )f
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The conditions, therefore, under which concentrated authority – a unitary 
power form of governance – can be effective are as follows:

– when a community has no experience with or a full understanding of 
other systems;

– when people accept the authority of a single person or oligarchy for 
religious, moral or expedience reasons;

– when a few are rich and the masses are poor;
– when a few are educated and the masses are ignorant;
– when a few are determined and the masses are apathetic or inert;
– when a few are aspiring and the masses are contented;
– in highly homogeneous cultures, in which values and wishes are shared 

by a great majority;
– in perceived external danger or emergency situations;
– when the promise of an improved future seems to outweigh the sac-

rifices (mainly individual freedoms) demanded by the unitary type of 
governance.

The unitary power type of governance will demonstrate ineffectiveness 
under the following conditions:

– when no sanctity is attributed to superior authority;
– when faced with economic interdependence rather than dependence of 

the poor on the rich;
– when the masses are educated;
– when the masses are politically conscious and energized;
– when many aspire to self-assertion;
– in heterogeneous, pluralistic countries;
– in the absence of imminent external threats to the society.

The above analysis abstracts from, but does not deny, the moral reasoning 
about the unitary power type of governance, i.e. whether the system con-
forms to the true nature, aspirations and destiny of man. It may be useful, 
though, to analyse the question further in pragmatic, utilitarian terms, i.e. 
What is meant by effectiveness of political governance? It can be con-
sidered effective if it can maintain and perpetuate itself, if it facilitates 
technological and economic progress, if it satisfies the perceived needs of 
the bulk of the population. One can think of the effectiveness of a politi-
cal power system in terms of energy balance. How much of the societal 
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energy does it take to maintain the institutions of political governance? 
What is the output/input ratio? This in turn depends, as mentioned before, 
on how readily the bulk of the population accepts the authority of the 
unitary source of power, how readily it conforms to the prescribed be-
haviour. The more effort is required to assure acceptance, adherence and 
subordination to the system, the more bureaucracy has to be built up, the 
greater the amount of energy that has to be diverted from economically or 
socially productive efforts to the maintenance of the power system itself. 
The energy wastage can create a vicious circle: the more coercion, the 
more dissatisfaction, the more opposition in various forms, the greater the 
menace to those in power, the greater the effort on their part to maintain 
themselves in power. Can such a vicious circle be broken without violent 
convulsions, without the revolutions that are so costly and so unpredict-
able in their final outcome?

Economic Systems

The third component of any societal order and an important determinant 
of any society’s effectiveness is the economic system. Its functions are the 
production and distribution of wealth. The key issues within any economic 
system are what and how to produce, how to allocate, distribute or ex-
change, and whom and how to reward for a productive activity. The nature 
of any economic system depends on how the above issues are resolved. 
There are several distinctive prototype systems and various hybrid ver-
sions thereof. The key features of the “prototypes” are listed in Table 2.

The content of the table is a simplification of the reality; its sole pur-
pose is to facilitate a quick comparison of these systems and to introduce 
some analysis of the conditions under which each of the systems can be 
most effective. Only the first three of the five prototypes were mentioned 
in Chapter 1, either because they exist in many countries or because the 
countries with such systems play important roles in the world economy. 
Two other prototypes are included here because one can extract useful 
lessons from them.

There are other possible ways of analysing and comparing economic 
systems. The descriptive features shown in Table 2 have been chosen 
because they have different ideological roots. They allow a comparison 
of the determinants of the efficacy of an economic system. The choice 
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of labels for the five systems poses some problems. The commonly 
used labels such as capitalism and communism have acquired, in many 
people’s minds, purely derogatory connotations. Also, they are not suffi-
ciently descriptive of current reality. Capitalism has undergone profound 
modifications such as disassociation between ownership and control of 
the means of production. The label “free enterprise”, therefore, is felt 
to be more descriptive of the current nature of this type of system since 
relative freedom of the markets and freedom to initiate new activities 
are its most characteristic features. “Concerted free enterprise”, while 
closely resembling “free enterprise”, deserves to be singled out because 
of the degree of harmonization of economic decisions, which is possible 
within countries where there is some subordination of private goals to 
national good.

Communism is not a good label for an economic system since it is 
more of an objective than a reality. The Soviet economy, which would fall 
into this category, is officially called a socialist economy. It is, however, a 
transient brand of socialism, an intermediary type of system whose main 
function is to prepare a base of material affluence for the introduction of 
communism. The label “command-state enterprise” reflects better both 
how the economic decisions are made and the ownership pattern.

“Distributive socialism”, as applied for instance to Sweden, is an apt 
label. Its main thrust and purpose, as perceived by the socialist government 
for four decades, was justice in the distribution of wealth. “Market social-
ism”, a label that has been applied to the case of Yugoslavia, may imply 
greater freedom of markets than actually exists there, but it highlights this 
feature, distinguishing the system from that of the Soviet Union, for exam-
ple. The crucial characteristic of market socialism is the degree of work-
ers’ participation in the decision-making in the conduct of enterprises.

FREE ENTERPRISE

Capitalism succeeded the medieval, feudal systems whose main features 
were serfdom-based agriculture, artisanal production of non-agricultural 
goods, and a small commercial-service sector linking the first two. The 
society consisted of a few very wealthy people and a great majority of 
very poor people. The wealthy ones excelled in conspicuous consump-
tion rather than in productive investment of accumulated surpluses. There 



44 Road Maps to the Future

was, therefore, little improvement of productivity, little expansion of pro-
ductive capacities and little economic growth.

In a later period, several forces ushered in and moulded the shape of 
“capitalism”. The expansion of foreign trade created the need for spe-
cialization, for increases in the size of production units, for commercial 
techniques and credit instruments, and, thus, aggregation of capital and 
its investment. Technical innovations permitted specialization and larger-
scale manufacturing. The energies necessary for productive efforts were 
released and better mobilized by the Reformation and the emergence of 
the protestant ethic, which legitimized and encouraged the capitalist type 
of behaviour by showing an alternate road to salvation through hard work, 
frugality and efficiency. The indulgence of wealth ceased to be the main 
purpose for its creation. The efficiency in its use became more important. 
This provided the moral justification for accumulation of wealth since, by 
definition, it would end up in the hands of the most efficient, thus the most 
virtuous. By stressing the sanctity of all work, the protestant ethic provided 
the motivation for dedicated, disciplined work at all levels of society.

Nation-states have helped in the subsequent development of “capital-
ism” by creating legal and institutional infrastructures such as legal codes, 
stable currencies and domestic markets, and by assisting in the improve-
ment and expansion of physical infrastructures such as transportation 
and communication. Thus they have helped fructify subsequent private 
investments in directly productive industrial and commercial activities.

Adam Smith, in his Enquiry into the Nature and Causes of the Wealth 
of Nations (1776), explained some of the observable features of capital-
ism, justified it mostly in economic but partly in moral terms, and gave 
it intellectual and ideological legitimacy, thereby facilitating its further 
development.

Further technological innovations and changes brought about the 
industrial revolution, with its mechanization, increased specialization, 
growth in productivity and sizes of enterprises, and drive for the expan-
sion of markets.

Capitalism evoked many criticisms. The most fundamental challenge 
came from Karl Marx. He recognized that capitalism created massive 
productive forces in a relatively short period of time. He felt that it was 
a necessary phase for humanity to go through in order to break up previ-
ous, less productive systems. But he thought that the system was terribly 
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unjust and suffered from tensions and conflicts. Therefore it would inevi-
tably collapse and, in its place, communism would be ushered in as the 
ultimate effective and just order.

In addition to the Marxist challenge and various movements engen-
dered by it, capitalism had to go through other survival tests. In the 
process it evolved into what can now be more appropriately called “free 
enterprise”. Among these further challenges were:

– loss of Western European leadership on the world scene, which shook 
the capitalist foundations in that part of the world;

– the great depression with its bankruptcies, renunciation of debts, 
reduction of foreign trade, and shaking up of monetary solidity and 
solidarity;

– Roosevelt’s New Deal and the spread of the use of fiscal and monetary 
interventionism in the United States, the very country that had become 
the new bastion of capitalism;

– gradual diffusion of ownership of productive means through share-
holding and the consequent separation of ownership from control.

The most serious threat was the birth and development of a radically dif-
ferent economic model, the command-state enterprise, as the result of the 
1917 October Revolution.

Strong criticisms of the free enterprise system continue to come from 
within the countries committed to the system. The separation of owner-
ship and management, already mentioned, creates the situation of “prop-
erty without power and power without property”, diminishing the original 
justification of power rooted in property as a “natural right”. Resource 
scarcities, and shifting control over them, created constraints on economic 
growth, considered crucial for the viability of free enterprise.

All of the above challenges and threats have been the forces of change 
that together determined the direction of evolution of free enterprise 
economies. Given the above historical background, we can now exam-
ine the nature of that evolution and the transformations that the system 
in question has undergone. This will be done by reviewing its original 
design features, the problems stemming from them and criticisms levelled 
at them, then the reactions, corrective actions, and reforms. This evolu-
tion is summarized in Table 3.
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Profit maximization is an important motive of a private enterprise 
and the main criterion by which its effectiveness is judged. The origi-
nal rationale for it was as follows: profit is the reward for undertaking 
an activity, for investing one’s capital, for running risks. Profit is also a 
measure of surplus of outputs over inputs. Surplus can be invested for 
further expansion, growth, and, thus, increased production of wealth. The 
main criticisms levelled at profit maximization have been the following: 
profits can be maximized by minimizing wages, expanding means of 
production, and increasing prices. Minimization of wages was socially 
objectionable, leading to the rich becoming richer and the poor becoming 
poorer, and economically self-defeating because it limited the demand 
for goods and services and, thus, the possibility for further expansion. 
Continued expansion of the means of production, it was argued, could 
only be achieved through conquests of colonial or foreign markets, thus 
engendering further conflicts and weakening of the system.

Wage minimization evoked several reactions and reforms: trade unions 
emerged, developed bargaining power, and forced substantial increases in 
wages in line with the increasing productivity and, sometimes, above it. 
Truly exploitative wages have been largely eliminated through minimum-
wage legislation, passed in all free enterprise countries. As a result of 
the above, most people in free enterprise countries that have reached ad-
vanced stages of economic development have become richer and poverty 
has been largely eradicated. Economic inequalities have not been elimi-
nated, but they have been reduced.

The second important design feature of the free enterprise system was 
private ownership of the means of production. The original moral justifi-
cation for this was rooted in the so-called “natural right” to property, i.e. 
by application of effort to the commons man can transform it into private 
property. The more important rationale, though, has been the economic 
one. The reasoning was that it is the wealthy that can and do save and 
invest, leading to capital accumulation, expansion, growth, and subse-
quent prosperity for greater numbers. The accumulation of private prop-
erty, therefore, is the ultimate reward of the efficient users of factors of 
production. The main criticism of this feature has been that, if unchecked, 
this process would lead to accumulation of wealth in fewer and fewer 
hands. To many, this seemed morally and politically unjust. It was also 
argued that, economically, it could be ineffective. While concentration 
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of wealth favours investment, it limits the demand for consumption and, 
thereby, the need for further investment. The accumulation of wealth in 
fewer hands does not automatically lead to further economic expansion.

Demand, at least for consumption goods, it is argued, depends on the 
amount of purchasing power of the population and, therefore, is more 
related to equality rather than inequality in the distribution of wealth. 
Also, while economically it may be justifiable to allow the accumulation 
of wealth by the efficient users of it, the hereditary right to wealth is less 
justifiable, since there is no guarantee that the inheritors can make equally 
efficient use of it. Furthermore, while it is recognized that investments 
normally have to be made in big blocks rather than in very small slices, 
the alternative capital structures such as in Japan, where the bulk of invest-
ment capital is borrowed from banks, show that financial institutions can 
aggregate and package small savings into sufficiently large blocks for in-
vestment purposes. Concentrated holdings of capital in private hands are, 
therefore, not an indispensable precondition for capital accumulation.

The main reforms that have taken place to cope with the ill effects 
of wealth concentration have been progressive income and inheritance 
taxes, both of which help the process of diffusion of ownership rather 
than the predicted concentration of it. Huge family enterprises still exist 
on both sides of the Atlantic. However, they have become the exception 
rather than the rule. The dominant reality is widely spread ownership. 
This has brought about a fundamental transformation in the role of own-
ership in the free enterprise system. The diffusion, through shareholdings, 
has gradually diminished the ability of shareholders to have direct control 
over the means of production. The actual decisions as to what to produce, 
for what markets, through what combination of resources, and how to 
dispose of surpluses, are now in the hands of professional, non-owner 
managers of enterprises. The institutionalization of ownership through 
pension funds has taken this process one step further. Direct shareholding 
at least allows a shareholder to dispose of his shares as a sign of dissatis-
faction with results or evaluation of current policies and future prospects, 
and, thus, it is a measure of indirect influence over management. Entitle-
ment to a pension gives no such rights. It is the trustees, the managers of 
the funds, who act on behalf of the real owners of such funds without, 
however, being controlled by them. Further limitations of the rights of 
owners, and now also of managers, have arisen in recent decades. Groups 
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of people from the society, who feel affected by the functioning of an 
enterprise, form into constituencies and claim “stakeholder rights” to in-
fluence the conduct of an enterprise simply because they feel affected by 
its functioning.

The above explains what is meant by the statement “property without 
power and power without property”. The authority, the right to dispose of 
resources, has changed over time in its very foundations. Initially, it was 
rooted in ownership. One could call that era one of “industrial aristocracy”. 
It then shifted to competence, the technical ability of making economically 
effective use of resources. This, still predominant, state could be called the 
era of “professional meritocracy”. The authority is again shifting, and will 
tend to stem from various constituencies. The “stakeholders” will have to 
approve, accept or at least acquiesce to managerial decisions. This next 
phase may perhaps be named the “stakeholder democracy”.

The third, and perhaps the most crucial, feature of free enterprise is a 
free market. There are two different but converging kinds of justification 
for this design feature of the system. According to the first, free market 
means that there is competition for acquisition of resources and of fac-
tors of production. Since the most efficient users of resources generate 
the highest profits, they can offer the highest prices for them and thus 
acquire them most readily. This mechanism automatically ascertains the 
most productive use of available resources. The second justification has 
been provided by Adam Smith, who asserted that a free market acts like 
the invisible hand that guides individuals’ pursuits of their economic self-
interests towards the satisfaction of the interests of the greatest number.

There are, however, some intrinsic flaws, some observable malfunction-
ing in the free market mechanism; hence there are some strong criticisms 
against it. Firstly, there is a propensity for cyclical variations in the level 
of economic activity. The demand for a particular product may go down. 
This can cause a chain reaction: reductions in demand are amplified by 
reduction of inventories, thus gradually intensifying the downturn. Expe-
rience has shown that if no intervention is made, an economy once started 
on a downturn can spiral into full depression. Secondly, there seem to be 
built-in, self-destructive forces in a free market. The market functions 
well, allocating factors of production to the more efficient, when there 
is true competition. This implies the existence of many small producers 
and buyers competing on the basis of price. The price reflects supply and 



50 Road Maps to the Future

demand conditions, since no one in particular is able to control the demand 
or supply. In practice such conditions rarely exist. Since profitability can 
be greatly improved by being able to control either supply or demand, and 
thus prices, it is in the short-term interest of the economic actors in the 
free market to develop the greatest possible influence over it. Whence the 
temptation of and drives for cartelization, monopolization, or, at least, for 
gaining a dominant share of any given market. Such situations can result 
in suboptimum use of resources. In this sense, entrepreneurs, who are the 
greatest believers in the virtues of a free market and its greatest potential 
benefactors, are at times its worst enemies.

As a result of these weaknesses of free markets and the criticisms 
levelled at them, new instruments have been developed, new policies 
have been adopted and reforms have taken place. First, there has been 
the development of fiscal and monetary intervention techniques. A brief 
reminder of how they should function: when a downward cycle starts, 
purchasing power can be increased and fresh demand induced by increas-
ing the volume of money in circulation and reducing its cost by lowering 
the interest rates on credit, mortgages, etc. The second measure, which in 
principle is equally effective but in reality is more difficult to apply, is to 
reduce taxes. The opposite measures can be applied when the demand for 
goods and services outstrips their supply, therefore causing inflation. To 
bring back the equilibrium between supply and demand, the volume of 
money in circulation can be reduced, its cost increased by raising interest 
rates and by increasing taxes. Other instruments have been used to offset 
cyclical variations such as public-works types of investment, anticycli-
cal budgeting, trying to balance cyclical variations in demand generated 
by the private sector with demand from public authorities. Recently, the 
fiscal and monetary instruments seem to have lost some of their effec-
tiveness. The causes are more political than economic. It seems difficult 
for governments of the countervailing power type to maintain fiscal and 
monetary discipline; the fear of losing elections is too great.

Another reform was the promulgation of antitrust legislation, which 
was intended to protect competition from the corrosive effects of monopo-
lization and cartelization. There are some difficulties with this instrument. 
When antitrust laws were originally introduced, say in the USA, the com-
petitiveness of any enterprise was determined essentially on the domestic 
market. Now competitiveness is determined more on the international 
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stage. Preventing mergers, acquisitions or a dominant position on the do-
mestic market can seriously inhibit the capacity of enterprises to do well 
in international competition, thus reducing the effectiveness of the whole 
economic system.

The next design feature of the free enterprise system was the limited 
role of government in economic affairs. Originally, government was ex-
pected simply to assure the proper functioning of the three determinants 
of the effectiveness of the system, i.e. maximization of profits, legitimacy 
and security of private ownership, and real freedom of markets. The justi-
fication for such a limited role was rooted in the belief that the pursuit of 
individual self-interests will assure satisfaction for the greatest number. 
This was the laissez-faire feature of capitalism, which by now has ceased 
to be a reality. Experience has shown that non-interference by govern-
ment could mean excessive unemployment, great material and social in-
equalities, and predominance of individual over communal-public goals. 
A free market, when it functions well, means that resources are allocated 
to the highest bidder. It favours those who have something to offer. The 
young, vigorous and competent can offer their energies and skills, com-
mand good salaries, assure their livelihood and even affluence. The sick, 
the less competent and the old cease to be economic assets because they 
have nothing to offer on the market. There is no economic justification 
for them to be using any of the resources. If one follows this logic to its 
brutal extreme, such people should be scrapped, be sustained by rela-
tives or friends, or, if they are wealthy, live off their savings. While the 
logic of the survival of the economically fittest is economically rigorous, 
it is socially and politically unacceptable in any contemporary society 
that acknowledges the right of each human being to the satisfaction of at 
least their basic survival needs. We have seen, therefore, a gradual expan-
sion of the role of governments in correcting the distributive injustices of 
the marketplace through increasing social legislation, old-age pensions, 
health insurance, unemployment insurance, and general help to the needy. 
In this respect, the governments of free enterprise countries differ from 
distributive socialism countries only in the degree of intervention within 
the free market mechanism.

The above analysis examined the forces that have moulded the free 
enterprise system. By and large, it has performed well and has enabled 
countries on both sides of the North Atlantic, at any rate, to reach very 
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advanced stages of economic development. Some fundamental questions 
can be raised though: Can this system be effective for all countries, under 
all conditions of resource endowment, population growth and density, 
and at all stages of economic development? Under what conditions is this 
economic system most effective?

Some general propositions can be offered in answer to these questions. 
The free enterprise system seems highly effective when:

– the population is not growing dramatically, allowing gradual and vol-
untary capital accumulation, build-up of industry and transfer of the 
population from agricultural to secondary sectors, enhancing -their 
productivity and, through gradual infusion of technology, also raising 
agricultural productivity;

– a country reaches the mass consumption stage of economic develop-
ment during which satisfaction of individual consumption needs, 
particularly of consumer durables, convenience products and luxury 
goods, is top priority, requiring a multitude of “free enterprises” with 
ability and motivation to respond to varying tastes and demands.

The system is not likely to be very effective when:

– the population is growing very rapidly and new employment cannot be 
created rapidly enough through private initiatives;

– resources are very scarce and need to be directed to obvious priority 
uses;

– a country opts to go through a rapid industrialization period, particu-
larly with a growing population and some resource constraints;

– countries start reaching the post-industrial stages of economic develop-
ment and priorities start shifting to such public consumption needs as a 
clean environment, good education for all, health care and interesting, 
not just remunerative, work for all.

The capitalist system was originally “designed” to excel in capital ac-
cumulation and efficient production of wealth. Gradually, its abuses and 
malfunctioning have been corrected and social and political considera-
tions incorporated into its functioning. There are now other forces at work 
that will modify the system again and in some ways make it converge 
with other systems whose analysis follows.
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CONCERTED FREE ENTERPRISE

The main characteristics of this system are very similar to those of “free 
enterprise”. Profitability is the key precondition of long-term survival of 
enterprises and, thus, an important criterion by which their performance 
is judged. Private ownership of means of production is predominant. 
There is broad diffusion of ownership through shareholding. The market 
is relatively free, with a number of suppliers and buyers, and prices are 
determined as a function of supply, demand and costs of production.

The system differs from the “purer” form of free enterprise by the 
degree of harmonization of economic objectives within the business com-
munity, the degree of consultation between business, government and, 
in some cases, labour leaders, hence the capacity to evolve national eco-
nomic objectives and priorities without resorting to imperative planning 
or administrative allocation of resources. Three variants of the system are 
analysed here – the French, West German and Japanese, listed in ascend-
ing order of efficacy of the system as manifested by the overall economic 
performance of the countries concerned.

The expression “concerted” as applied to an economic system is of 
French inspiration and it is in France that its historical roots are probably 
the deepest. They can be traced back to the seventeenth century of Louis 
XIV and his minister of finance, J. B. Colbert, who established some state 
companies and a strong governmental directing hand over the economic 
life of the country. The modern reincarnation of Colbertism surfaced after 
the Second World War in the form of indicative planning and a number 
of nationalized enterprises. The General Planning Commissariat was es-
tablished in 1946 as the main instrument for guiding the French economy 
while leaving the bulk of ownership in private hands and letting the market 
forces do the bulk of allocation and distribution of resources.*

There was a succession of three- to five-year plans that took France 
through reconstruction, growth and restructuring of the economy. The 
process of planning has been fairly complex. First, an overall rate of 
economic development was set. Specific plans were then elaborated by 
various commissions in which representatives from the respective sec-
tors of economic activity compared their plans, investment proposals, 

*  Kindelberger, C. P., French Planning in Comparative Economic Systems, Richard D. Irwin, 
Homewood, Ill., 1969.
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etc. The output of the commissions would be compared in order to work 
out imbalances and likely over- or undercapacity. An overall scheme 
with specific sectoral plans would emerge. Such plans did not have the 
power of law. To ensure their implementation, government relied heav-
ily on capital allocation through nationalized banks and credit policies. 
This made it possible to favour the expansion of “desired” activities and 
impede undesired ones.

There are other reasons why a fair amount of harmonization of eco-
nomic activity can take place in France and why the government can 
exercise so much influence on the economic life of the country. The 
most important one is probably the existence of an elite civil service, 
a professional administration mandarinat. These are graduates of high-
quality elitist grandes écoles and the National School of Administration 
where they develop the capacity for hard and competent work, shared 
perceptions about their nation’s destiny and dedication to it. This network 
maintains the traditional centralizing trends and ascertains the priority 
of national over particular objectives. There is also a strongly organized 
patronat that can voice the opinions of business and industrial leaders 
after consultations in sectoral committees.

The expansion of economic activity and its greater complexity and 
greater opening to international trade made indicative planning more 
difficult and somewhat less effective. In recent years, there has been a 
greater reliance on market forces, with “concertation” accomplished by 
making all the signals point in the same direction. In the case of the energy 
problem, for instance, this has been done by sharing information about it, 
pushing the petrol prices up, heavy publicity on energy saving, thus “con-
sciousness raising”, and of course credit to alternative energy sources.

The effectiveness of the above system is constrained by sharp ideo-
logical and political party divisions and the fact that much of organized 
labour is hostile to the system and kept outside of the power structure.

The Federal Republic of Germany seems resolutely committed to the free 
enterprise system yet is able at the same time to achieve a high degree of 
harmonization and direction of its economy without resorting to central 
planning or administrative compulsion. A number of factors and institu-
tional arrangements contribute to this.
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Firstly, there is the tradition, since Bismarck, of government assuming 
a supportive role to business through tariff protection or direct participa-
tion via state companies.

Secondly, there is some predisposition of the population to societal 
discipline and subordination to higher purposes. Even more important are 
the very extensive consultative processes, the legislation emerging there-
from, and the role of the banks in influencing the directions of industrial 
and business activities.

Both employers and employees are strongly organized under power-
ful umbrella federations. There is little special-interest lobbying of the 
American type. Individual companies do not go to the government or the 
parliamentarians. They first meet in their associations and speak to the 
government through their federations.

The bureaucrats of the executive branch carry out intensive consul-
tations with various interest groups as a basis for policy formulation 
and legislative proposals. It is the executive branch that elaborates the 
legislative proposals by guiding the economic life of the country. The 
parliamentarians debate and pass laws but they have no staff and thus do 
not prepare laws.

Banks own shares in a broad spectrum of companies, supply them with 
credit, and can heavily influence their key decisions. This contributes fur-
ther to harmonization of business activities.

It is the combination of a government generally sympathetic to busi-
ness with less separation between legislative and executive branches, with 
strongly organized employers and labour, powerful banks, and extensive 
consultation between these various elements of the power structure that 
enables Germany to make good economic music without having to sing 
in unison.

If such a prize were to exist, Japan would get the first prize for orchestrat-
ing economic activity while maintaining a basically free enterprise system. 
The remarkable economic performance of Japan over the last few decades 
is an eloquent manifestation of the efficacy of the system. From a very 
secondary position it now almost equals the USA in GNP per capita and it 
surpasses it by a factor of ten in GNP per square kilometre of land.*

*  Okita, S., Japan, China, and the United States: relations and prospects, Foreign Affairs, 
Summer 1979, 57 (5).
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There are a number of factors that contribute to rendering the economy 
so effective:

– Firstly, and most importantly, the cultural values make it natural 
and almost imperative for the Japanese to subordinate individual or 
small-group interest to “higher purposes” such as national economic 
performance.

– Secondly, the intrinsic nature of the Japanese decision-making process 
contains a strong penchant for conflict avoidance and discussions of 
issues and problems with all involved. Development of consensus is a 
slow and tedious process but one that leads to subsequent adhesion to 
decisions.

– Thirdly, there are the institutional arrangements, i.e. organization of 
government, industry and labour.

– Fourthly, there exists a competent and dedicated administrative elite.*

The first two elements have already been discussed earlier in the book. 
The last two merit a little elaboration.

The government perceives its key role to be the facilitation of rather 
than the regulation of business activity. It relies more on “administrative 
guidelines”, influence over credit facilities, and instruments such as plant 
construction licences than regulations or laws to make companies adhere 
to set objectives. Legislators who do not get “personal constituency” sup-
port and have no personal staff must rely on the executive branch for 
the preparation of laws. The Ministry of International Trade and Industry 
(MITI) conducts studies, makes forecasts, sets goals and objectives, and 
communicates them all broadly. The Ministry of Finance (MOF) controls 
the Bank of Japan, which lends money to large banks that supply the bulk 
of capital to companies. Since it also controls the tax system, the MOF 
can heavily influence the adherence to guidelines supplied by MITI.

Both bodies, but particularly MITI, involve industry in an extensive 
consultative process. Big industry plays a dominant role and is organized 
into three traditional “conglomerates” (zaibatsus) and more recent groups 
centred around three large banks. There is a great deal of consultation 
and policy harmonization within such groups. Then there are trade as-
sociations organized along sectoral lines, where further consultations take 

*  Vogel, F. E., Guided free enterprise in Japan, Harvard Business Review, May–June 1978, 56 
(3).
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place, and, finally, the powerful umbrella organization of all major firms, 
the Keidanren, which provides the forum for discussion of all key eco-
nomic issues, speaks for business interests, and whose professional staff 
prepare a lot of studies used by various ministries as policy inputs. Since 
labour is organized mainly in company unions, and given the life employ-
ment practice in the big firms, it sees its interest as largely coinciding with 
those of their companies. Labour leaders carry on consultations among 
themselves also and are consulted by some government bodies.

There are conflicts of interest, some companies get hurt while others, 
whose activities are in line with governmental objectives, get favoured, 
but there is a general recognition that things are done for the overall inter-
est of the country.

In addition to the general predisposition towards conflict avoidance, 
consultation and cooperation, it is an elite core of bureaucrats (recruited 
mainly from the prestigious faculty of law from the equally prestigious 
University of Tokyo) that makes the system function so effectively. Due 
to a tough selection process, the bureaucrats in question are intelligent, 
competent, hard working and unquestionably dedicated. They are not 
necessarily loved and are sometimes even disliked for their arrogance, 
but they are rarely questioned on their competence or commitment to the 
service of the nation. They have moral authority, shored up by carrots and 
sticks, which enhances their persuasiveness.
There are some common features in the various forms of the “concerted 
free enterprise” described above. Firstly, the governments see as one of 
their main roles the facilitation of rather than just the regulation or con-
trol of economic activity. The legislative and executive branches of such 
governments are not sharply separated and certainly not countering each 
other, so that legislation and administration are better harmonized.

Secondly, the various economic interest groups are broadly based and 
well organized, and all play according to the rules of the game and are 
conscious of broad national interests. Thirdly, there are consultative proc-
esses that are well designed and rigorously adhered to. Finally, there are 
competent, dedicated and permanent administrative elites.

Given the above preconditions, the greater the general acceptance of 
the “rightness” of the system and predisposition towards cooperative 
 relations between government, business and labour, the more effectively 
the system seems to function.
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COMMAND-STATE ENTERPRISE

This label indicates the source of economic authority, initiative and 
key decisions, as well as state ownership and control of the means of 
production. The most representative of this type of economic system is 
that found in the Soviet Union. It was inspired by egalitarian-collectivist 
values, founded on Marxist ideology and born out of analysis of and as a 
reaction to capitalism. The following have been the main underlying pos-
tulates; economic relations determine all others. The ultimate purpose of 
a societal order and hence of its economic system should be full economic 
equality. Capitalism is based on economic inequalities and the exploita-
tion of workers through the appropriation by owners of the surplus value 
generated by workers. While the capitalist system has mobilized and un-
leashed great productive forces, it is doomed to collapse because of its 
internal contradictions and conflicts between classes. Its collapse should 
be precipitated through proletarian revolutions.

The 1917 October Revolution was the first such event. Many analysts 
argue that the October Revolution took place in the wrong country since 
Czarist Russia had not reached a sufficiently advanced stage of capitalist 
development. Western European countries were theoretically more ripe 
for revolutions because of their advanced degrees of industrialization, 
development of the proletariat class and political consciousness. Since, 
however, much social-economic progress was being achieved in Western 
Europe – through peaceful democratic-parliamentary means, there was 
not enough predisposition towards revolution among the working classes 
in that part of the world. In the Czarist Russian Empire, the Revolution 
did succeed for a variety of reasons. The Czarist regime was left without 
much support among the population. Some of the aristocracy felt that the 
regime was becoming too liberal, too progressive. The intelligentsia felt 
that it was not progressive enough. Peasants were still hungry for land, 
workers were being exploited, and the non-Russian nationalities were op-
pressed. The army was seriously demoralized by the military setbacks of 
the First World War. On the other side were Lenin’s mobilizing slogans 
such as “land to peasants, freedom to non-Russian nationalities, power 
to the proletariat”, and a small but disciplined and dedicated group of 
revolutionaries. What had helped tip the balance was the fact that the 
decadent regime, with Western help, seemed at times more anxious to 
crush national liberation movements than the communist revolution.



 The Components of Societal Orders 59

The Soviet economy went through a series of stages that moulded it to 
its present shape. First, there was the “war communism” phase from 1918 
to 1922. It was characterized by the takeover of industrial, banking and 
commercial enterprises, elimination of owners and the instituting of work-
ers’ councils. Because of the lack of technical and managerial competence 
of the new people in charge, the suppression of normal commercial rela-
tions and the elimination of monetary incentives, the economic perform-
ance during that period was very poor. In order to put the economy back 
on its feet, the “New Economic Policy” was introduced. Private owner-
ship of small-scale undertakings was restituted and commercial relations 
reestablished. Within a few years the economy was reconstructed and its 
output restored to its prewar level.

In 1929, the New Economic Policy was abolished and a phase of rapid, 
forced-draft industrialization was started with the first five-year plan. 
There were several converging reasons for the adoption of this new direc-
tion. The free enterprise nature of the New Economic Policy was an ideo-
logical concession and was thought to be embarking the Soviet Union on 
a course contrary to its political objectives. The pace of industrialization 
and modernization was judged inadequate. It was felt necessary to pro-
tect the Soviet Union from the hostile surrounding world and to back up 
subsequent proletariat revolutions abroad; therefore, a strong army was 
needed and this, in turn, required a strong industrial base.

The new policy had a number of components, the first of which was 
the forcible collectivization of agriculture. Its purposes were to abolish 
private property in agriculture, facilitate larger-scale cultivation and 
mechanization, release some labour from agriculture to industry, establish 
full control over production and supply of food to the growing urban–
industrial population, and to skim the surpluses from agriculture for fi-
nancing of industrial investment. The second component of the policy 
was the priority given to the development of an energy base, metallurgical 
and machine-building industries, and physical infrastructure. The third 
element was the decision to maintain high rates of investment by curbing 
current consumption. All of the above was implemented through central 
planning, administrative allocation of resources and the integration of all 
economic units through the state apparatus. Except for the disruptions 
of the Second World War, this phase of economic development lasted 
until the early 1960s. By that time the basic economic objectives were 
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achieved, the take-off was accomplished, and an extensive industrial base 
had been created. As the economy began to mature, the priorities changed 
and some reforms of the economic system were hesitantly undertaken.

There were significant social and political costs associated with the 
above accomplishments, such as massive starvation during collectiviza-
tion, subsequent chronic undersupply of consumer goods, and, of course, 
the Stalinist terror. No in-depth analysis of such costs is made here since 
the purpose is to focus on the mechanisms and functioning of various 
economic systems, to enhance the understanding of how the various sets 
of values, types of political governance and economic systems match or 
mismatch, and how their functioning can be improved.

With this brief historical background, the key design features of the 
command-state enterprise economic model, some of its intrinsic weak-
nesses, and the ensuing reforms will now be examined and an attempt 
made to distil the direction of its evolution. The analysis is summarized 
in Table 4.

The first feature of the command-state enterprise system is its focus on 
the maximization of outputs. Since communism was seen as the ultimate 
objective, the introduction of its fundamental rule “to each according to 
his needs” required first the creation of a base for material affluence. The 
architects of the system thought that the best way to create it was by 
giving to each economic unit a clear quantitative output target. Maximi-
zation of profits was ideologically objectionable, since it was seen as an 
instrument for the exploitation of workers. Therefore, instead of judging 
the performance of enterprises and their management by the amount of 
profits generated, they were to be judged using the degree of fulfilment or 
overfulfilment of the quantitative output targets as “success indicators”.

This method invites distortions. There are various ways of maximiz-
ing output by using excessive amounts of capital, labour, machinery, or 
raw materials. The distortions can be particularly great when a product 
does not have a single dominant characteristic or a quality standard. One 
can produce the planned number of water taps, for instance, by using 
substandard materials and poor workmanship, but such taps are not likely 
to function well, will require frequent repairs, or become unusable. The 
requisite tonnage of roofing sheet can be more readily produced by using 
up more rolled stock, thus wastage of raw material, by doing a poor job 
of tin-plating or by using more expensive machinery and applying more 
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manpower. There is another difficulty with quantitative targets: since 
output quotas are fixed by planning organs after getting the production 
capacity estimates from the enterprises, the natural tendency for the en-
terprise is to underestimate their capacities in order to get easy-to-accom-
plish quantitative targets. This leads to discussions and even “bargaining” 
between the different organs concerned and setting of targets that can be 
either below or above the real capacity, with a consequent suboptimum 
use of facilities and resources.

This intrinsic flaw of the system evoked a lot of criticisms and attempts 
at corrective actions. At first, this was done by increasing the number of 
success indicators. Let us follow up the example of roofing sheet. An en-
terprise, instead of getting a single target such as square metres of roofing 
sheet, would get a number of objectives and norms such as output speci-
fied in tons and square metres of various gauges, per cent of recovery of 
stock, man-hours per unit output, etc. Multiplication of success indica-
tors, however, complicates managerial decision-making without provid-
ing enough rational criteria for resource allocation because of yet another 
fundamental difficulty of this type of economic system. The enterprises 
are not responsible for selling, for disposing of their output. There is thus 
no built-in incentive for them to assure product quality and utility. It ap-
pears extremely difficult to come up with success indicators other than 
profitability that measure the difference of useful outputs over inputs of 
an enterprise. Some indicators of value added were introduced in various 
Eastern European countries but, more importantly, profitability was partly 
resuscitated and reintroduced. Part of the planning process now is for 
many enterprises to have, in addition to some quantitative success indica-
tors, a profit target and be judged on its achievement.

State ownership of the means of production is the second key feature of 
this type of economic system. There is a dual rationale behind this. Private 
ownership can allow exploitation and can enhance economic inequalities, 
class differences and conflicts. In Marxist ideology, private ownership is 
a basic social ill. Also, the takeover by the state of all means of produc-
tion was expected to lead to a more rational use of all resources, increase 
outputs, and thus help prepare the material base for the introduction of 
communism. This particular feature also has inherent weaknesses. Many 
people exhibit acquisitive instincts; if there is no opportunity for them to 
retain and multiply the fruits of their effort, their efforts tend to diminish. 
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This has been observed particularly in the agricultural sector. Labour in 
agriculture appears to be partly a labour of love. The proprietary interest 
in land seems to increase the incentive to work. Also, private ownership in 
combination with a free market imposes the discipline of economic effi-
ciency by the ultimate threat of bankruptcy. This automatically engenders 
the incentive to work and assures the economic use of resources. When 
all the enterprises are owned by the state, which also has non-economic 
objectives such as full employment, the inefficient enterprises are allowed 
to continue to operate, resulting in less than optimum use of resources.

Measures to offset some of these difficulties have been taken at least 
for the period of transition to communism. Thus individual monetary in-
centives based on performance have been reintroduced. Enterprises are 
allowed to keep and dispose of part of the surpluses that they generate. 
This provides the enterprises, and particularly their management, with an 
incentive to function efficiently, since managers’ earnings also depend on 
this. In the agricultural sector, private plots are allowed on which the col-
lective farm workers can cultivate produce for their own consumption and 
for sale on relatively free markets in order to supplement their inadequate 
earnings from the collective farms. Some Eastern European countries, 
notably Poland, have restituted most of the land to private ownership.

The third design feature of command-state enterprise is the admin-
istered market. It was felt that by centrally deciding on and controlling 
who is to produce what, with what inputs, and to whom to transfer at 
which prices, it should be possible for the state to direct the resources 
to priority growth sectors, to achieve full use of all production facilities 
and resources, and, thereby, to assure economic stability, full employment 
and a high degree of economic self-sufficiency. For the Soviet Union, 
autarky seemed economically possible because of its size and broad range 
of natural resource endowments. It was politically desirable because of 
the intention to protect and expand the communist revolution. This fea-
ture of the system also has some inherent problems. When prices are set 
administratively according to other than purely economic criteria, they 
cease to reflect the true cost of inputs. The resulting arbitrary prices cause 
wastage and misuse of scarce resources. It was decided, for instance, that 
for ideological reasons there would be no cost of capital and no interest 
rates applied. This has led, in a number of sectors of activity, to unduly 
capital-intensive modes of production.
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A further difficulty arises as the economy starts diversifying and the 
number of products multiplies. The number of prices to be fixed centrally 
increases, causing bureaucratic expansion and inefficiencies. Yet another 
difficulty is the impact of such price setting on the quality of consumer 
goods. It is easy to set a price for a quantity administratively, but it is very 
much more difficult to set it according to some quality criterion. Finally, 
arbitrary pricing warps the understanding of comparative advantages of 
the economy, rendering foreign-trade decisions more difficult.

Various measures and reforms have been attempted to cope with these 
difficulties. Periodic price reviews have taken place in order to bring pric-
ing closer to efficiency pricing. Interest on capital has been reintroduced 
in recognition of the fact that a zero interest rate implies an infinite supply 
of capital, and, therefore, an abusive use of it. Since, however, this inter-
est was set arbitrarily and across the board, it is not sufficiently reflective 
of the demand for capital or alternate uses of it. In order to reduce the 
burden of central price fixing, goods have been put into several different 
categories. Prices for strategic goods are fixed centrally; for intermedi-
ary goods, price ranges are also fixed centrally; and for goods of strictly 
local nature and importance, prices are established according to the law 
of supply and demand.

Foreign-trade decisions have been based mainly on input/output analy-
sis. When an economic plan is being made, an analysis is carried out 
to show what inputs are likely to be short and what surpluses are likely 
to arise or can be generated. The first are imported and the second are 
destined for export. World prices, rather than domestic ones, are used for 
transaction purposes. Some indices have developed to give an approxi-
mate assessment of comparative advantage. Foreign trade has expanded 
partly to import avant-garde technology with which to offset yet another 
difficulty – the inadequate rate of conversion of theoretical scientific 
knowledge into new products or more efficient processes.

The next characteristic feature of this economic system is the deter-
minant role of government in all economic matters. The rationale behind 
it was to be able to set, through its planning organs, clear objectives and 
priorities, to give preference to public over private needs, and to allocate 
all resources accordingly.

Total control by the government of economic life is easier at early, 
primitive stages of economic development when there are few priorities. 
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With diversification of the economy there is a multiplication of priorities 
and an increasing complexity of planning, administration and control. The 
complexity seems to increase as an exponential rather than a linear func-
tion of the growth in size and diversity of the economy. This generates 
an information overload and communication difficulties, with resulting 
bottlenecks, temporary crises and continued expansion of bureaucracy. At 
various times during the last few decades, reforms have been attempted to 
offset these difficulties. There was the creation of economic regions, their 
subsequent regrouping, the decentralization of some economic decision-
making, and the establishment of commercial relations between produc-
tion and distribution enterprises.

The key considerations in the design of the above economic system 
were essentially political, i.e. to change property relations and to create 
the material base for the introduction of communism. This rationale dic-
tated the four main design features, i.e. maximization of outputs, state 
ownership, an administered market, and the central role of government. 
Each one of these features, separately and through interaction with each 
other, have led to some distortions. In attempts to offset them, more or-
thodox economic criteria have been introduced into the decision-making 
process. The main ones are profitability as the best and simplest crite-
rion by which to measure the performance of an enterprise, and pricing 
that is more reflective of costs to assure better use of scarce resources. 
Partial integration of these and other “natural economic laws” into the 
economy has been the essential direction of the evolution of the system. 
Some countries that fashioned their economic systems according to the 
Soviet model, such as Hungary, have reformed their economies even 
more substantially.

It is evident from the above that while a command-state enterprise re-
mains very different from free enterprise as far as the nature of ownership 
of the means of production is concerned, it tends to approach it in the use 
of monetary incentives, the profitability criteria and some aspects of the 
free market as an allocator of resources. This justifies the observation 
that there is some convergence between the two, heretofore ideologically 
opposed, systems.

While the above analysis points out many difficulties that have arisen 
as well as the modifications that have been made to the original design of 
the command-state enterprise economic system, it is an undisputable fact 
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that the Soviet Union did emerge rapidly as one of the biggest industrial 
powers in the world. The economic system adopted by it has clearly been 
instrumental in its rapid industrialization. Should one conclude, therefore, 
that this type of system is the most effective and has a model value for 
many societies with different resource endowments and at different stages 
of development? Hardly. As with any economic system, this one is highly 
effective under certain conditions and quite ineffective under others. It 
produces some distinctive benefits, but also imposes some high costs.

Among the advantages of the system are the possibility to:
– establish firm priorities and allocate resources to them: one can thus 

focus sequentially, for instance, on building. up an energy base, heavy 
industry, and a physical infrastructure, following the pattern established 
by other countries;

– restrain consumption and increase rates of investment;
– favour public consumption, such as education or health care, over pri-

vate consumption, such as cars;
– assure full employment.

There are some disadvantages, such as:
– the need for imposition of discipline and regimentation;
– the enforced postponement of satisfaction of personal consumption 

needs;
– the generally low quality of consumer goods;
– the difficulty of being in the avant-garde of commercially useful tech-

nological innovations, since it is easier to replicate through planning 
the existing things than to facilitate the invention of new ones;

– the lack of competitiveness on international markets, except in re-
source-based exports or in relatively simple products.

It seems legitimate to suggest that the command-state enterprise economic 
system can be effective under the following conditions:
– in a country with a broad range of resource endowments, thus potential 

economic autarky;
– in countries with excessive population, where employment of people even 

in low-productivity pursuits is better than massive unemployment;
– under emergency situations where rationing and allocation of resources 

is the only way to meet basic requirements;
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– for going rapidly through the early stages of industrialization, espe-
cially the economic take-off stage.

As a country reaches a more advanced state of industrial development and 
could physically move into the mass consumption stage, the command 
type of economic system becomes unwieldy and unresponsive – more of 
a constraint than a facilitator. Only by having multiple points at which 
economic decisions can be made and initiatives undertaken can a system 
respond to the diversity of demands from the population. On the other 
hand, one can postulate that once the countries move past the mass con-
sumption stage, and communal public consumption needs assume greater 
importance, a larger role for government in economic life may be indis-
pensable; hence, some features of the command type of economy may be 
more effective than the pure free enterprise system in which a free market 
is the sole allocator.

DISTRIBUTIVE SOCIALISM

This economic system is an interesting combination of socialist objectives 
and, mainly, free enterprise system. It exists in various versions in Scan-
dinavian countries, but the example of Sweden may be the most suitable 
for this particular analysis. The underlying idea is the separation of the 
two economic functions: the creation of wealth and its distribution. The 
first is left in the hands of the private, free enterprise sector. The second 
is accomplished by heavy intervention of the government to offset and 
correct the perceived distributive injustices of the otherwise free market. 
The main contours, with some of the problems and consequences, are 
summarized in Table 5.

Let us now examine in somewhat greater detail the main design fea-
tures of this system. Profit maximization is accepted as the motivator of 
and the key criterion for judging the performance of enterprises. Profits 
are seen as a measure of surplus of outputs over inputs, thus the evidence 
of the economic use of resources. The abusive ways of maximizing profits 
through minimization of wages are not feared, given the power of the 
unions and, backing them, the socialist government, which was in power 
for over 40 years. This is reflected in legislation that prevents any form of 
exploitation or misuse of power vested in the enterprises.
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The concerns that have been expressed and the problems that have 
emerged relating to profit maximization have centred on the difficulty of 
sustaining an adequate profitability to support investment and innovation 
for continued viability. The profitable operation of enterprise requires, 
among other things, a significant amount of motivation of the people 
within them. Given highly progressive taxation on one side and a high 
degree of social security on the other, work is financially less rewarding 
and has ceased to be a dire economic necessity, thereby impairing the 
motivation to work. To offset these negative effects, many measures have 
been undertaken both at the level of individual firms and at the national 
macro-level through legislation. The main thrust of the former has been 
to compensate for the reduced extrinsic motivation to work (high pay for 
good work) by increasing the intrinsic motivation to work. This is being 
done through increasing the opportunity for workers to influence deci-
sions affecting their work, upgrading the quality of work and its intrinsic 
challenge, improving the physical conditions of work, enhancing social 
rewards of work through greater autonomy of work teams, reducing hi-
erarchical differences – in short, enhancing the dignity of man at work. 
After some voluntary experimentation, worker participation in manage-
ment at the board level has been legislatively imposed. The purpose is to 
give a greater “stake” to those most affected by the life of the enterprises, 
to increase their commitment and responsibility, and, thus, to enhance 
their economic effectiveness.

Private ownership is antithetical to the socialist ideology that favours 
communal, collective or state ownership. It has been accepted, though, as 
the main form of ownership and is tolerated for several reasons. Firstly, 
private ownership was the inherited state of affairs when the socialists 
came to power in Sweden. Sudden, massive nationalization would not 
have been possible to bring about in a democratic fashion and would 
have had economically disruptive effects. Secondly, arbitrary and sudden 
dispossession of people did not appear politically just. The most impor-
tant considerations were probably of the economic kind. The experience 
of other countries seemed to show that free enterprise, of which private 
property was an important component, seemed to be an efficient system 
for production of wealth. Nationalizations, where they took place, did not 
automatically increase the economic efficiency of the countries concerned, 
and often the result was quite the opposite. It was thought,’ therefore, that 
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government may not have the comparative advantage in direct manage-
ment of production and distribution enterprises. As a result, and despite 
four decades of socialist government in Sweden, the overwhelming pro-
portion of the means of production has remained in private hands. Only a 
small part is in the form of cooperative ownership, with some 5% owned 
directly by the state.

The criticisms that have been levelled at this particular feature of the 
system have focused on the fact that some families, small private groups 
and banks continue to play a dominant role in the economy. In order to 
reduce the accumulation and concentration of wealth and to promote its 
diffusion, highly progressive taxation has been instituted. Furthermore, 
the intention for the future was to bring about a gradual shift in ownership 
to unions through acquisition of company shares, to be financed out of 
company profits. Had the policy been applied, unions would have ac-
quired controlling positions within a couple of decades. Ownership would 
not have shifted to the workers themselves, however. It would have taken 
a more collective, institutionalized form. The recent change in the gov-
ernment has shelved this particular set of proposals.

The next important component of this economic system is freedom 
of markets. It was felt that a free market was an efficient allocator of re-
sources for productive purposes and distributor of individual consumption 
goods. Prices that reflect supply and demand conditions allocate factors 
of production more efficiently than administered prices would. Another 
consideration was, of course, the fact that Sweden is highly dependent 
on foreign trade; hence, its domestic prices have to reflect the external 
ones. As in other countries, a free market has an intrinsic propensity to 
cyclical variations and potential regional inequalities caused, in turn, by 
climatic conditions, natural resource distribution, and topography. To 
cope with such fluctuations, various instruments were developed. One 
of them allowed firms to deposit in special accounts 50% of their profits 
before taxes. They could withdraw the funds without paying taxes if they 
invested them in periods and places agreed upon by the government. This 
is an interesting form of tax incentive for anticyclical and regional equali-
zation investments.

The primary thrust of governmental activity has been focused on 
offsetting the distributive injustices of the free market through highly 
progressive taxation, highly advanced social legislation, and welfare 
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measures, including free education, health care, generous unemployment 
insurance and old-age pensions. The government also saw among its roles 
the maintenance of the administrative, legal, and some of the physical 
infrastructure in order to facilitate the functioning of the private sector. In 
addition to assuring both the efficient production of wealth and distribu-
tive justice, the government also tried to make sure that the production of 
wealth would take place in “socially just” ways with good working condi-
tions, reduced hazards and an equilibrium of forces between management 
and labour.

Concerns and criticisms have focused mainly on the very high and 
progressive taxes, the heavy bureaucracy and the burdensome, omnipres-
ent and omnipotent “provident” state. The consequences that were seen 
to flow from the provident state were: increasing overhead costs, loss 
of international competitiveness, the resulting need for rapid industrial 
restructuring, and the consequent need for the government to step in and 
take over ailing industries.

The original rationale and purpose of distributive socialism were quite 
clear: separation of production of wealth and its distribution, with the first 
left in the private sector, thought to excel in it, and the second one heavily 
moderated by the government. This poses the dilemma and sharpens the 
question of whether there is an incompatibility between economic effi-
ciency and economic equality. The former seems to require incentives and 
motives, and therefore differentiation in rewards, while the second one 
calls for reduction of such a differentiation in order to achieve the equality 
of incomes, opportunities, influence and social position. The thrust for at-
taining an even greater equality, for bringing about a major change in the 
nature of property ownership, is likely to be moderated by the necessity 
for a country such as Sweden to maintain its export capacity and, thus, 
its international competitiveness based on domestic economic efficiency. 
This is what sets the outer limits on the ultimate social and political objec-
tive of this system – the achievement of full distributive justice.

While the objective was a substantial transformation of the society, the 
process opted for was evolutionary rather than revolutionary. Gradual but 
early improvement in the economic welfare of the population was pre-
ferred to sacrifices by the present generation against promises of a bright 
future. Increasing equality was backed by popular will. Full legality and 
political freedoms have been maintained rather than imposing political 
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discipline and subordination upon the masses in order to prepare a just 
and desirable future order.

As pointed out, distributive socialism has generated some sharp criti-
cisms, both within the countries concerned and from outside. Govern-
mental care from cradle to grave is contrary to individualistic ideas of 
initiative, self-help and personal responsibility for one’s destiny. Extreme 
social security is seen by many as being demobilizing and reducing the 
motivation to work – as evidenced in Sweden, for instance, by high de-
grees of absenteeism and labour turnover. Another fear concerns the pos-
sible general weakening of the moral fibre. Other criticisms centre on the 
fact that while legality and constitutional freedoms are guaranteed, the 
heavy hand of government imposes great administrative constraints and 
limitations, thereby, in fact, reducing true freedoms. Yet another reserva-
tion has been that distributive socialism, in its advanced stage, induces 
values, habits and behaviour that are suitable only for a post-industrial, 
highly affluent society. Sweden, as a country, may be close to that state 
but, because of its economic interdependence with other countries that 
have not yet reached that state, it may have a tough time maintaining its 
economic viability on the world’s economic chessboard.

The performance of this system has been generally positive for some 
four decades. The rate of technological progress has been high.

There has been significant upgrading and reorientation of industrial 
activity towards higher productivity and higher value-added types of 
operation. The resulting rates of economic growth have been high and ac-
companied by a significant reduction in economic inequalities. This calls 
for some qualification: while distributive socialism may have contributed 
significantly to the above, there have been other causes of progress, such 
as some natural resource endowments, high political maturity of the 
population with its predisposition to cooperation, the resulting industrial 
peace, the absence of sharp social conflicts, and, hence, the possibility of 
channelling energies into rather productive uses. The main question that 
has been hanging over the system during the last few years is the follow-
ing: the expectation for continued progress towards social and economic 
equality and improved welfare develops its own momentum. Will there be 
a political compulsion to maintain such progress even when it cannot be 
economically sustained because of a slowdown in economic growth and 
inadequate increases in productivity? The utility of distributive socialism 
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as a model to other societies depends on its ability to cope with the above 
dilemma.

MARKET SOCIALISM

This particular economic system has evolved in Yugoslavia. The summary 
analysis of the “building blocks” used in its construction, the criticisms 
levelled at it, and the direction of its evolution are summarized in Table 6.

The core ideas underlying the design of this system have been the 
following: it is principally workers who produce value and surpluses. 
Therefore they should control the means of production and have the ulti-
mate say about the disposal of the surpluses that they create. This cannot 
be achieved by government managing the whole economy on behalf of 
the workers, even though the government is rooted in the party of the 
proletariat. Those within any given enterprise should be able to influence 
directly the decisions as to what work needs to be done, how it is to be 
carried out, who their bosses should be, and what the financial rewards 
should be.

The Yugoslav system has thus been conceived as a direct rather than a 
representative economic democracy. In the latter type, power is exercised 
in the name of the workers, presumably for their good, but without them 
having any direct say about it. The case of Yugoslavia constitutes, there-
fore, a real social innovation. Many difficulties have emerged in practice, 
but the experimentation continues. There is apparently a genuine will to 
come up with a new societal model rather than just to use a set of slogans 
to mobilize popular support for a new political regime. This model has 
stimulated some thinking and experimentation with worker participation 
in free enterprise countries and in distributive socialism countries, though 
in substantially different forms.

The first of the features of market socialism is viability as the main 
motivation and criterion by which performance of enterprises is judged. 
One of the workers’ primary motives should be to assure the viability 
of their enterprise. It must generate some surpluses (profits) for future 
investments, for technological innovations, and for expansion. National 
good demands that outputs also be maximized. Some of the difficulties 
that arise from the above are the following: it is in the spirit of social-
ism to serve communal needs and to prepare the basis for future material 
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affluence. Each enterprise should act according to what the national good 
demands, as reflected in governmental priorities, plans and directives. 
The survival of an enterprise demands, however, that attention be paid to 
efficiency and profitability – in other words, that it be managed accord-
ing to orthodox capitalist criteria. The difficulty of crossbreeding socialist 
objectives with capitalist instruments has resulted in the imposition of 
legal constraints on the autonomy of the enterprise and in the application 
of political and ideological pressures on enterprises through party and 
government channels.

The ownership of most of the means of production is collective in nature. 
Workers within an enterprise do not have individual property rights in it. 
They can exercise their group-communal right as long as they are work-
ing within the enterprise; this they can do directly and through elected 
representatives. The justification for this form of ownership has been es-
sentially Marxist. According to Marx, since labour creates all wealth, it 
should control the means to the production of wealth. As stated above, in 
Yugoslavia workers control directly rather than through the party or the 
government acting on their behalf. Briefly this system functions as fol-
lows: in each enterprise, workers elect a certain number of representatives 
to the workers’ council – the ultimate governing organ of the enterprise. 
Various committees are formed from among those elected to supervise 
the full-time professional managers. The powers of the workers’ councils 
are very extensive. In consultation with communal authorities they can 
even appoint and dismiss the managing director of an enterprise. They 
also have a substantial say in investment decisions and in the disposition 
of surpluses.

In practice, a number of difficulties arose. Workers elected to various 
committees were often technically incompetent to judge the proposals 
made by professional management, to evaluate their performance, and 
to participate in the strategic decisions of an enterprise. While formal 
authority accrued to them, they tended to act as rubber-stamping organs. 
Attempts have been made to educate workers and to increase their tech-
nical competence. This has caused some other difficulties. Those who 
succeeded in acquiring sufficient professional competence preferred to 
become managers rather than to retain their worker status. Another dif-
ficulty was the temptation for workers to take shorter-term views and 
favour distribution of surpluses among themselves rather than to make 
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long-term investments to assure the viability of the enterprise. This was 
particularly true of those who were soon to retire. To offset this, the gov-
ernment had to impose some rules on the distribution of surpluses. Fi-
nally, the system of collective ownership and workers’ self-management 
has been too cumbersome to apply to agriculture and would have been 
burdensome and unduly constraining in small-service enterprises. These 
reasons have contributed to the decision to restitute much of the land and 
small-service enterprises to private hands.

Even though ownership has been socialized in Yugoslavia, a relatively 
free market has been maintained. It was felt that resources could be al-
located efficiently this way; a certain amount of competition between 
enterprises would improve their efficacy; and their autonomy would be 
better assured if they would have some freedom of decision as to what to 
produce, for whom, how, and at what prices to sell. In reality, a number 
of enterprises for which the initial impulses came from the government 
were able to develop monopoly or near-monopoly positions. Also, given 
the preoccupation of the political leaders to prove the economic viability 
of this kind of system, some inefficient enterprises were able to survive 
through government protection. To counter those deviations, the govern-
ment tried to stimulate competition, both internal and foreign, by opening 
the domestic market to some imports.

A free market has an inherent propensity for cyclical variations of 
economic activity. Also, it permits structural and even general high un-
employment. One of the ways in which Yugoslavia tackled this problem 
has been by exporting surplus labour to free enterprise countries. Further-
more, since this system did not seem to generate sufficient amounts of 
technological innovation, some foreign firms were allowed to come in on 
the basis of cooperation agreements and joint ventures to help accelerate 
technological progress and to help secure more foreign markets.

The role of government was seen as one of orchestrating economic 
activity by setting broad objectives, coordinating and regulating. Since 
the system of governance is of the unitary power kind, the supremacy of 
government is taken for granted. In order to maintain workers’ self-man-
agement of enterprises, however, there could be no compulsory master 
plans for all production and distribution units. This lack, some critics ob-
served, led to suboptimum investments and to the favouring of regional 
interests. To offset this, the government had to use instruments such as 
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differentiated interest rates on credit extended to different enterprises. It 
could induce the investments judged desirable by supplying generous, 
low-interest credit, and discourage investments considered undesirable, 
be it in a given sector or location, by making credit very costly and dif-
ficult to obtain.

The end purpose of market socialism is to assure workers’ self-man-
agement. The rationale underlying the design of the economic system, 
therefore, has been socio-political in its character. The main pressures 
for changes stem from the difficulties of reconciling national interests 
with those of autonomous workers’ collectives. There has been oscillation 
between central control and decentralization to permit greater local and 
enterprise autonomy. The key dilemma and conflicts are between what is 
ideologically desirable and economically efficient, between full political 
control and workers’ self-management.

If one abstains from considerations of political and certain social costs 
and judges the performance of market socialism on essentially economic 
terms, the judgement can be fairly positive. This system has been put 
into place in a difficult setting. Yugoslavia is a federation consisting of 
various nationalities, languages and religions. The constituent parts have 
had profoundly different historical experiences, such as centuries of Turk-
ish domination over one part and of Austro-Hungarian over another. The 
constituent republics, therefore, aside from the differences in languages 
and religions, were also at different stages of economic development and 
of political evolution. They still vary from economically rather advanced, 
even sophisticated, Slovenia, to poor and backward Montenegro. Yugosla-
via does not have a particularly generous natural resource base. The level 
of skills in the population was low. Despite these handicaps, Yugoslavia 
has had fairly high rates of economic growth. This was accomplished 
without much foreign aid, since Yugoslavia asserted its autonomy vis-à-
vis the Soviet Union and had only a modest amount of aid from Western 
countries.

The willingness and the ability of Yugoslavia to export substantial 
amounts of its surplus labour to Western European countries has been a 
significant factor in its relative economic success. At times, over 10% of 
its labour force has been working abroad. This has substantially reduced 
the cost of unemployment and underemployment and produced a high 
volume of remittances from Yugoslav workers abroad, which greatly 
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eased the balance-of-payments problems and provided the necessary for-
eign exchange for the import of essential goods and investment capital. 
It is difficult, therefore, to attribute Yugoslavia’s economic survival to 
its particular economic system. What can be readily admitted, however, 
is that workers’ self-management, combined with a partially free market 
and substantial intervention by the government, has not led to economic 
chaos or collapse, as wartime communism virtually did in the Soviet 
Union from 1918 to 1922.
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C H A P T E R  4

The State of Nation-States

Much of the world’s economic activity is generated, most of the military 
power is maintained, and political influence exercised by a few northern 
hemisphere, industrialized countries such as the USA, the Soviet Union, 
Japan and states of Western Europe taken together. China fits into this 
category not by its level of development, but by its sheer numbers and the 
degree to which its population seems mobilizable for economic, political 
or military objectives.

The rest of the world consists of a multitude of nations, many recently 
emerged. They vary in size from continental to postage stamp, in resource 
endowments from floating on petroleum to having nothing; in future 
potential they range from the new growth champions (South Korea) to 
those destined to continue a long march of relative misery (Chad). This 
so-called Third World, through permanent or temporary coalitions, exer-
cises an increasing political influence through various forums. It will help 
shape the economic and political world of the future, but only some of its 
members will break through to individual significance before the end of 
this millennium.

This chapter attempts a politico-economic guided tour through all the 
countries or regions mentioned in the first category and a few selected ones 
in the second. The choice of countries is neither definitive nor accidental. 
The sample should be sufficient to indicate ways in which countries with 
radically different societal orders could evolve. The commentary will be 
in the form of a brief historical review and audit of strengths, weaknesses, 
assets and liabilities, as well as an analysis of compatibilities and mis-
matches in their societal orders. Finally, some indications will be given of 
the roads that could lead them to better futures.
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THE UNITED STATES

1. Its Recent Past

For slightly over two decades the USA occupied a position of absolute 
pre-eminence in the world. This was solidly based on three pillars of 
strength:
– the world’s largest economy;
– the most potent military arsenal;
– the high morale of its people and their faith in the country’s great 

destiny.

During the past decade, the country’s position on the world stage has 
been scaled down. This is due to partial erosion of the above three pillars 
of strength. The economy, while undisputedly still the largest, no longer 
appears to be the most effective. The USA has not produced the highest 
rates of growth of GNP, its ranking on GNP per capita has slipped and its 
currency has significantly weakened. Export performance is sluggish, the 
absolute dominance of its firms among the world’s largest multinationals 
has been significantly reduced, and the flow of foreign investment has 
partially reversed. Finally, in sharp contrast to the aggregate wealth, there 
are millions of really poor people in the USA – a situation that has been 
relegated to the past in a number of smaller, weaker Western European 
countries.

The USA’s military power has increased its overkill capacity and di-
minished its utility as an instrument for exercising political influence. The 
introduction of atomic weapons has, in a sense, sterilized military power, 
particularly in a country such as the USA. This has happened for two 
reasons. Firstly, the destructive power of the existing atomic arsenals is 
such that the cost in physical and human terms of any all-out war would 
be enormous – beyond the recovery capacity of even the potential winner 
of such a conflict. The cost–benefit analysis of undertaking such a war 
looks totally negative. Secondly, given the fairly humanitarian values of 
the American society and its political system, it does not appear conceiv-
able that the USA would start an atomic war. The example of the Vietnam 
War, where the choice may have been between atomic weapons or defeat, 
is very telling. The only thing that the atomic arsenal does is to provide 
a defensive deterrent and an umbrella over Europe and Japan. At quite 
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some cost, more and more warheads continue to be sunk into the silos, 
more numbers added to the inventory. Yet the ability of the USA to have 
its way in the world by flexing its military muscle has shrunk.

The political strength of the USA was backed by the greatest economy 
and military arsenal, but in addition it had its own intrinsic source: high 
political morale, which provided the will to play a leadership role. This 
morale was rooted in the profound conviction of the majority of Ameri-
cans that they had the best country, the most efficient economy, the best 
political institutions, the freest society – all making their country a -model 
for others to emulate. The past successes of the USA – the victory in 
the Second World War, the quick recovery after the war, the success of 
the Marshall Plan, and the feeling that the “American dream” was nearly 
fulfilled and could be exported – generated the will to manage as much of 
the world as would be willing to be managed, for the good of that world 
and not just for the good of America.

This high morale, which makes it easy to mobilize human energies, 
has been weakening, belief in the country’s destiny has deteriorated, and, 
thus, the will and ability to “help the world get on the right track” is 
impeded. There are a number of converging causes: firstly, the Vietnam 
War, both the questionable wisdom of getting into it and the humiliation 
of getting out of it defeated. Secondly, there is the continued Soviet chal-
lenge. How can a country with a “wrong” political and economic system 
produce some real scientific accomplishments and build up such military 
power? Thirdly, there is the petroleum crisis. The vulnerable situation of 
this critical supply was made even more bitter to digest by the feeling 
of relative impotence to counteract the arbitrary moves of the “lesser” 
petroleum-producing countries. An additional factor is the unconditional 
support of Israel. While fully understandable because of profound sympa-
thy for the past suffering of the Jews, the strength of their political lobby, 
and a genuine admiration for Israel as a democratic country created out of 
desert, this total commitment has been a serious obstacle in the way of a 
“natural alliance” between the USA and its main oil suppliers.

Some purely domestic developments have added to the loss of morale. 
The “melting pot” concept has not fully succeeded in fusing different 
ethnic groups into a homogeneous national amalgam; ethnic and racial 
revivals put some strains on the society. Watergate, even if finally well 
handled, was a great shock. The near bankruptcies of a number of large 
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cities was another. The continued disparity between the rich and the very 
poor, the growing amount of legislation and regulation, the evident loss 
of some of the proverbial American efficiency all raise the question: Do 
we really have an ideal societal order that could be used as a model by the 
rest of the world?

The evidence of this loss of faith and morale is ample, particularly 
in a number of attitudinal surveys* showing a dramatic reduction in the 
confidence that the people have in their government, political leaders, 
large corporations and other institutions.

2. Its Present State

One can establish a “balance sheet” of the assets and liabilities of the 
USA by refering to the “formula” of societal effectiveness as described 
earlier:
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2.1. ASSETS

– Large territory, broad range of natural endowments.
– Productive agriculture, which will continue to generate big surpluses in 

a food-hungry world. This is due to the natural fertility of the abundant 
land, amplified by the high motivation of owner-farmers, combined 
with the appropriate know-how, machinery and infrastructure.

– The will or motivation to work productively is still widespread; much 
of the motivation is based on material or other personal rewards.

– Know-how of the avant-garde type in all fields of technology and man-
agement; the ability to create original scientific knowledge, convert 
it into useful innovations in the form of processes, products or proce-
dures; the ability to structure and manage organizations of varied size 
and complexity; very extensive and diverse educational system; some 
carry-over of former pragmatism.

*  Yankelovich, D., The status of resentment in America, Social Research, 42 (4). Winter 1975.
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– The industrial base, created by a century of high rates of investment, is 
very broad and diverse, as is the physical infrastructure of transporta-
tion and communication.

– The institutional framework, by continuing to reward private initia-
tive, allowing different political interests to surface, and letting the free 
market do much of the allocation of resources, is still conducive to 
political and economic dynamism.

– To the external world, the USA is still a power to be reckoned with – 
admired by some, needed by others.

2.2. LIABILITIES

– The resource base is inadequate (energy, many minerals), given current 
and projected consumption levels and patterns.

– The will to work hard and productively is dissipating. Some take afflu-
ence for granted; the “Protestant” religious motivation seems weaker; 
strictly material rewards and the accompanying rat-race are less ap-
pealing to some (e.g. the voluntary simplicity movement); the human-
istic motive, with work seen as an opportunity for self-expression or 
service, is not strong enough.

– Know-how of the socio-political kind – on how to manage racial prob-
lems, cities, health care, or economic inequities – seems inadequate. 
Given the weight of the country’s experience, its size and its past suc-
cesses, it is difficult for the USA to learn from the positive experiences 
of other countries in fields such as government, business and labour 
relations.

– Investment rates are low. They seem insufficient and not well enough 
directed to prevent the loss of competitiveness in a number of sectors 
and to prepare a smooth transition from a petroleum to a nuclear, solar, 
or other industrial civilization.

The most serious liabilities seem to be on the institutional front, with 
components of the societal order appearing out of harmony with each 
other and the physical environment. The present system is based on 
individualistic-competitive values, a countervailing-powers form of gov-
ernance (representative democracy with checks and balances) and a free 
enterprise economy, represented symbolically in Fig. 3.
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The above societal order was obviously highly effective for most 
of America’s past history, particularly during the so-called “cowboy 
economy” era.* Until recent decades, the USA was a country with enor-
mous resources, relatively sparse population and virtually open frontiers. 
Dominant values emphasized rugged individualism, initiative, self-
assertiveness and even self-seeking, and provided a great stimulus for the 
domestication of the continent. The more each person undertook, reached 
out for, and accomplished, the better it was for all.

The free enterprise system, based on private corporations, unfolded 
its wings just as America was ready for the next industrial pioneering 
phase building big factories, producing on a large scale, using rapidly 
developing technology. Again, the more individual companies undertook 
and the more sharply they competed, the better it seemed for the country. 
The labour movement, as it developed, focused on getting a greater share 
of the pie, leaving the responsibility for baking it in the hands of manage-
ment. A countervailing type of governance, with its checks and balances, 
seemed a natural institutional capstone for a country with an assertive, 
expansionist, dynamic population. It allowed a lot of energy to be applied 
in all directions, resulting in innovation and progress, yet prevented gross 
excesses. The generally adversarial relations between government, busi-
ness and labour seemed more of an incitement to out-perform the others, 
rather than a brake on effort.

In the last two decades the frontiers began to close in. The attractive 
spaces have been occupied, some resources have begun to look finite, 

*  Boulding, K., Economics of the spaceship earth, Environmental Quality in a Growing Econ-
omy: Essays from the 1966 RFF Forum, Johns Hopkins Press, 1968.

Fig. 3.
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and Mother Nature has begun to groan under the excessively active, 
potent and occasionally reckless population. The elbow room has gone. 
Shrinking ecological space, combined with the mobility and drive of the 
population, created congestion and demanded restraint, such as more 
considerate treatment of the environment, more responsible behaviour of 
organizations and individuals towards each other, curtailment of certain 
appetites, and delineation of the outer limits of self-assertion.

The most effective response to the change from cowboy economy to 
spaceship earth would be to shift some beliefs and behaviour towards 
more self-control, voluntary discipline and cooperative predisposition. 
But such changes take time. The main response instead has been to turn 
to the law. Since the USA is a country of “rule by law, not by man”, an 
instinctive turning towards legislative means is understandable.

To impose the necessary constraints on individuals, corporations and 
organizations, laws have been passed, agencies created to police them, and 
new “rules of the game” and limits constantly tested through litigation. 
The result is a near orgy of legislation–regulation–litigation. The existence 
in the USA of 600,000 lawyers is significant: on a per-capita basis, this is 
about three times more than in most Western European countries and ten 
times more than in Japan. If it is not the cause, then it is at least the con-
sequence of the above legislative binge. The result is a disproportionate 
amount of energy absorbed by activities that do not contribute to the stock 
of goods, services, satisfaction or serenity, or to economic competitiveness 
with other countries, which can rely more on self-discipline and self-con-
trol than on legislatively and, thus, bureaucratically imposed constraints.

On the economic front, the priorities are also shifting. Most of the 
needs for individual consumer goods (e.g. appliances) can now be sat-
isfied. Public needs in areas such as quality education, health care and 
a pleasant environment are coming to the forefront. The genuinely free 
market may not be able to do a good job in allocating resources to such 
needs. This evokes more government intervention.

The political institutions are strained. A great deal of power is concen-
trated in the hands of the president, yet his burdens appear to be weightier 
than his powers. He has final responsibility for the management of a very 
complex country, for relations with the rest of the world and for maintaining 
a happy balance of magnanimity and national self-interest, while being con-
strained by the constitution and Congress and inhibited by institutionalized 
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pulls and pushes in all directions. This seems to require a president who 
is a superman – but there is no place for a superman in a democracy. The 
president is now frequently “brought down to earth” and cut down to size, 
with the hope that the next one will provide the required “leadership”.

The country’s position vis-à-vis the external world is weakening. The 
USA is less of a reference model than it was two decades ago, be it in 
the fields of politics, economics, technology or management. This results 
from a cumulative effect of significant progress on some social and po-
litical fronts in certain European countries and the remarkable economic 
performance of some Asian countries (Japan and South Korea), much of 
it initially triggered by American help and subsequently fed on American 
technical know-how.

On balance, the liabilities of the USA seem to outweigh its assets. Some 
further loss of position relative to the rest of the world as a whole (not to 
a particular country) is therefore understandable and highly probable. The 
main cause lies in the fairly sudden occurrence of a mismatch between the 
three components of the societal order: values, political governance and 
economic system. They are no longer in tune with each other nor with the 
new internal and external realities. They appear to need major restructur-
ing and not just a minor overhaul.

3. Future Directions

The above three components of the societal order should be better har-
monized and synchronized if the country’s great physical and human 
potential is to be harnessed for serving the population’s economic objec-
tives, its political aspirations and its social needs. Values should probably 
change first and most. Political institutions should then be altered. The 
free enterprise economic system could then function better without fun-
damental changes.

3.1. VALUES

The main thrust, the main direction of changes in values should be from 
individualistic/self-centred/competitive to community-conscious/coopera-
tive. Represented symbolically, the changes might be as shown in Fig. 4.
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As already mentioned, the first set of values was highly effective in 
a “cowboy” and even industrial pioneering environment; the last seems 
more suitable for the approaching “spaceship earth” environment.

Schematically, and with sharpened contrast for illustration, the two 
sets of values can be represented as shown in Table 7.

To prevent further deterioration and to bring about necessary institu-
tional changes and renewal, some such changes in values should occur 
within a couple of decades. Is this conceivable?

Fig. 4.

table 7

Individualistic-competitive
Community-conscious,  
group-cooperative

Primacy of individual
Man is a unique creation above 

 and master of nature
Can legitimately focus on  

own needs, aspirations
Seeks self-fulfilment  

through: 
 self-assertion 
 self-exteriorization 
 self-reliance 
 individualistic competitive  
  behaviour

 to achieve success  
within limits of law,  
while showing tolerance,  
compassion for others

Individual is part of community
Man is part of creation –  

seeking symbiosis with nature
Has some needs and recognizes  

those of others
Seeks fulfilment  

through: 
 use of talents 
 with constraint 
 self-discipline 
 sense of duty

 in a cooperative  
mode of behaviour,  
to accomplish with  
benefit to self and others,  
as directed by moral  
codes, social conventions
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The answer seems quite positive for several reasons:

(a) Many of the “new” values have roots and multiple manifestations 
in the American past. Christianity not only proclaims that man was made 
in the image of God, but also prescribes: “Do unto others as you want 
others to do unto you”. This commandment points in the desired direction 
and can be resuscitated. Spontaneous mutual help was as much a part of 
the pioneering past as was “shooting it out”. Thrift and self-discipline 
were often conditions of survival. Such past virtues have been pushed a 
bit into the background, but may not have fully atrophied. They could be 
resurrected.

 (b) Pragmatism was a dominant trait of the American people in the 
past. Pragmatism means recognizing reality and changing it if you can, 
adapting to it if you cannot. Recent changes in realities have been rather 
dramatic and, therefore, likely to evoke a pragmatic response. The physi-
cal environment, which used to evoke expansionist, aggressive behav-
iour, has shrunk from virgin lands to expensive lots, with only the sea 
and space as new commons. The need for some self-restraint, sharing 
and cooperation is patently evident. The world outside the USA has also 
changed: from a world literally saved by the Americans, through a world 
divided into two influence zones (American and Soviet), to a pluralistic 
world with multiple sources of power and influence. Learning how to 
contribute to the construction of a new world order by accommodating 
to its pluralistic nature, learning how to share power, and cooperate with 
different people on their terms, are the new conditions for playing a sig-
nificant and constructive role on the future world stage.

(c) American society is of a pluralistic nature. One of the positive 
consequences of the fact that the “melting pot” process was only partly 
successful is that American society, and therefore its values, are not fully 
homogeneous. The “typical” values presented earlier are the dominant 
ones rather than the only ones. One finds in the USA adherents to very 
different philosophies and values and manifestations of very different 
behaviours. One finds, for instance, that some Japanese subsidiaries are 
operating successfully in the USA using the Japanese management style, 
which is rooted in the group-cooperative type of values. This means that 
American society is permeable to new ideas; it can change its dominant 
beliefs without cataclysmic events.
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(d) The search for new values is already on: from the intellectual in-
quiries* of a somewhat earlier period, to more current review through eco-
nomic optics,† to re-examination of changing values through management 
optics,‡ and, finally, to the grass-roots manifestations of new lifestyles 
with well-articulated values.§ In fact, some basic premises underlying 
voluntary (as opposed to imposed) simplicity are worth citing.¶

The right-hand side of Table 8 shows the intermediary, transition type 
of values that are being searched for within the American society.

Given the right antecedents in its own cultural heritage, the tradition of 
pragmatism for “finding things that work”, the new environment, which 
makes old values dysfunctional, the pluralistic nature of American so-
ciety and the evidence of a fairly broad search for new beliefs, one can 
conclude that a substantial reorientation of values is not only possible, but 
highly probable within the next few decades.

*  Bell. D., The End of Ideology, Free Press, New York, 1962.
†  Boulding, op. cit.
‡  Lodge, G. C., Top priority: renovating our ideology, Harvard Business Review, September–
October 1970.
§  Elgin, D. and Mitchell, A., Voluntary simplicity (3), The Co-Evolution Quarterly, Summer 
1977.
¶  Ibid., p. 15.

table 8

Emphasis on  
industrial  
world view

Emphasis on  
voluntary simplicity  
world view

Values premises:  
Material growth

 Man over nature
 Competitive self-interest
 Rugged individualism
 Rationalism

Value premises: 
Material sufficiency coupled  
 with psycho-spiritual growth

 People within nature
 Enlightened self-interest
 Cooperative individualism
 Rational and intuitive
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3.2. POLITICAL GOVERNANCE

As new values start taking firmer roots, the political institutions can be 
reshaped to stay in harmony with them. The main direction of changes 
should be to shift from a fairly centralized, though nominally federal, 
countervailing-powers form of governance, through a more decentralized 
and diversified exercise of power, to shared power, a direct democracy 
model. Symbolically, this can be represented as shown in Fig. 5.

The main design features of the new system might be the following:

(a) Decentralization of decision-making powers to the state, county 
or even local community level. Only foreign relations (both political and 
economic), defence, some coordination in the fields of communication, 
transportation and the general legal framework should remain federal pre-
rogatives. Education, health, welfare, and most economic matters would 
be dealt with by authorities closer to the people.

(b) Along with decentralization, more direct democracy should be intro-
duced: decisions having a major impact on the population would be made 
by the relevant electorate through direct voting on an all-country, state, 
county or community level. Initiatives and referenda would be used at vari-
ous levels to force a general vote on new issues or proposals, or to repeal 
laws made by elected representative bodies. Decentralization and direct de-
mocracy could be designed so as to give the now-educated, politically as-
piring population both the opportunity to participate directly in the making 
of political decisions and the responsibility of living with the consequences 
of these decisions. This should reduce the present alienation from political 
institutions and increase the loyalty and commitment to them.

Fig. 5.
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(c) With a greater direct political involvement of the citizenry, more 
diversification of organized political groupings would probably take 
place. The heterogeneity of the American nation would be more read-
ily accepted as a permanent reality rather than a transient phenomenon 
that could evaporate through a “melting pot” process. The two national 
parties now differ more in emphasis and personalities than in political 
programmes. New parties, possibly grouping consumerists, ecologists, 
labour, and some ethnic groups, might emerge, at least at regional levels, 
to offer sharper alternatives and to press for priorities as they perceive 
them.

(d) The most important, even if not the most probable, shift should be 
to coalition type of governing bodies at all levels, i.e. executive organs 
consisting of representatives from various political groupings in propor-
tion to the votes drawn. Such executives would be elected by the respec-
tive legislative bodies and thus be mandated by them rather than by the 
parties. At the federal level this would mean a cabinet elected by the vote 
of both houses in proportion to the political representation in the houses. 
The president would be similarly elected and his main task would be to 
preside over the cabinet, which would function in a collegial fashion, with 
each member having rather broad powers within his portfolio.

The access to power should be through a gradual, upward cascading 
process: people would serve first at local and regional levels, and only 
then be elected to national office. Thus, having demonstrated their com-
petence, integrity, and dedication at various levels of governance, they 
could accede to the top, elected by those close to them who are able to 
judge them. This would greatly reduce patronage and potential abuses of 
power by having “filters” through which would pass those who wish to 
serve their community, state, or nation, rather than those who hunger for 
power or its spoils, be they only in the form of royalties for sensational 
memoirs.

The process would lower the rate of turnover in top executive posts as 
well as slow down some of the decision-making. And it would also reduce 
the probability that someone without much national or international ex-
perience could short-circuit the whole system with a good electoral cam-
paign and then be unable to cope with the tasks. The system would be 
dampened: less pre-electoral excitement, but fewer post-electoral decep-
tions; less sudden changes, but greater stability and predictability.
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The above changes seem rather fundamental. Are they feasible? They do 
appear possible both for some negative and some positive reasons:

(a) There is serious dissatisfaction in many sectors of the American 
population with the functioning of the present political governance of the 
country. Much of the blame is still put on individuals involved, but some is 
beginning to focus on the flaws in the present institutional arrangements.

(b) Since the USA has been losing a certain amount of its world pre-
eminence, it will be easier for many of its people to look at and learn from 
institutional alternatives as tested in other societies. Some of the features 
described above exist and function reasonably well in a couple of West 
European countries.

(c) One of the traits of Americans as a nation is the ability to generate 
a new trend and create a big momentum behind it once a clear purpose 
is identified and understood. The prospect of “putting the nation back on 
the tracks” and then being able again to show some other nations the way 
to the future, might be appealing enough to generate sufficient consensus 
behind the need for constitutional and institutional reforms.

(d) The existence of bipartisan committees in Congress, or the reach-
ing out beyond the party faithful in the formation of cabinets, show the 
capacity within that society to transcend narrow interests.

(e) The fact that Democrats and Republicans differ so little in their 
programmes (a bit more or a bit less pro business or welfare or minority 
rights) with no fundamental ideological clashes, should make it possible 
for them to start sharing power and responsibility provided this will not 
be perceived as abandonment of democracy and reduction of freedoms, 
but rather as an upgrading of democracy and an extension of freedoms to 
and involvement of a greater portion of the population.

(f) Finally, the above changes assume that values would have already 
shifted towards more cooperation and sharing, and greater voluntary inte-
gration into the societal fabric.

3.3. ECONOMIC SYSTEM

If values and political governance were to evolve in the directions indi-
cated, no fundamental changes would need to take place in the economic 
system. The changes would be from an unbridled free enterprise economy 
to a concerted free enterprise system. Symbolically, the evolution would 
be as shown in Fig. 6.
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The main challenges for economic reforms in the USA would be to:

(a) Preserve the advantages of private initiative, such as motivation and 
drive, and the innovations stemming from it.

(b) Reduce economic wastages and abuses, such as high energy and 
other resource-intensive modes of production, overcapacities, underuti-
lization, excessive stimulation of trite or even harmful wants, reckless 
domestic competition.

(c) Increase the flow of resources to communal consumption needs, 
such as good education, health care, public transportation, a clean envi-
ronment and healthy communities.

The main features of the free enterprise system would thus be retained, 
but the roles and manifestations would be altered:

(a) Maximization of profits would not be acceptable as the sole purpose 
and justification of any enterprise. Profit, however, would be legitimate 
and required as an indicator of surplus of outputs over inputs of any en-
terprise, thus an indicator of economic uses of resources, an indispensable 
precondition for viability and development of an enterprise and the ben-
efits associated with it (useful goods or services, employment, taxes to 
finance public needs, etc.).

(b) Private property could be retained for all industrial and service 
enterprises except in the fields of education, some parts of communica-
tion, health care, public transportation and other services in which lack of 
private initiative, lack of profit prospects, or undue risks might deprive 
society of satisfaction of more communal needs.

Fig. 6.
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(c) A free market could remain the main allocator of most resources, 
and particularly of individual consumer goods. The idea that competitive-
ness is now determined mostly in international markets rather than within 
domestic boundaries would be fully accepted and the open economy main-
tained. Firms would internalize more responsibilities and constraints, and 
moderate their behaviour towards others through self-imposed explicit 
statements of their missions, objectives, policies or codes of ethics, as is 
already becoming a trend.

(d) The role of government would change. There would be less empha-
sis on controls through legislation and regulations, more on harmonization 
of objectives through indicative forecasting, less on antitrust but more on 
maintenance of productivity and restructuring of industrial sectors. There 
would be a substantial shift from adversarial to more cooperative rela-
tions between government, business, labour and other societal leaders for 
setting of national priorities and objectives. Companies and other organi-
zations would see themselves as instruments for serving societal needs.

Are these modifications of the free enterprise system, in which firms 
subordinate themselves more readily to societal needs, behave responsi-
bly and concert their future plans, desirable and feasible?

An affirmative answer can be supported by the following:

(a) A shift to a command economy with central planning and adminis-
tered markets does not appear overly attractive and most Americans are 
allergic to it. The experience of countries with such a system shows that 
it is too constraining as they reach more advanced stages of economic 
development. A number of socialist countries are trying to evolve out of 
it by reinstating profitability as a performance indicator, giving greater 
autonomy to business organizations and allowing determination of some 
prices by free markets.*

(b) The nationalization route, without shifting to a fully planned econ-
omy (i.e. by keeping freedom of markets), does not have a good record 
either. It is too easy a political expedient for preservation of existing in-
dustries and jobs. This is done by skimming off the efficient to keep alive 
the inefficient, thus reducing the developmental and job-creating capacity 
of the efficient firms and sectors.

*  Glinski, B., System of Central Management of the Socialist Economy and Its Evolution, 
Oeconornica Polona, 1979, no. 1, pp. 45–61.
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(c) The impressive example of recent economic performance champi-
ons such as Japan and South Korea shows the power of essentially liberal 
economies with cooperative government–business relations.

(d) The continued good performance of West Germany shows that a 
“partnership” relation between management and labour is feasible and, in 
fact, a contributing factor to economic efficacy and political stability.

(e) The search is on in the USA for new modes of interaction between 
business and government. The creation of the Business Roundtable is but 
one example of this search.

(f) Significant steps are already underway in the direction of self-control, 
such as better representativeness of boards and their greater responsibility. 
Corporations have caught the “fever” of social responsibility and seek ex-
terior manifestations through policy statements, management audits and 
codes. Such public pronouncements of good intentions can be infectious 
and tend to grow into an obligation to act as one has promised.

Such are some of the roads that the USA could travel during the next few 
decades. They could lead to the resurrection of some of America’s great-
ness, to convergence with similar developments in other societies, and, 
thus, to a better synchronization and more effective relationship with the 
rest of the world. These steps constitute the preparatory moves towards a 
still distant but inevitable world order.

THE SOVIET UNION

1. Its Recent Past

Having emerged from the Second World War on the winning side, the 
Soviet Union has since developed to world stature. It has been the most 
direct and potent competitor of the USA, its most persistent challenger for 
the world leadership role. It has a strong power base.

First, its economy. While essentially domestically oriented and there-
fore not a dominant factor in world trade, the economy has grown in size 
and is capable of producing large quantities of basic industrial goods and 
many consumer goods, even though of limited variety and inadequate 
quality. In terms of quantities or global value of output, the Soviet econ-
omy ranks second in the world.
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The military power of the Soviet Union is unquestionably impressive. 
It has the strongest conventional army, has developed a very powerful 
navy, and has an impressive atomic arsenal, with the capacity to deliver 
warheads to any desired objective. All of the above are supported by a 
good world-scale logistic system.

The political posture of the Soviet Union has also grown, at least in 
apparent strength. Internally it is a monolithic power structure without any 
major challenges. Externally, the Soviet Union has used a number of its 
trump cards to its advantage. In what is likely to be recorded in history as 
the decolonization decades, the Soviet Union has posed as the champion 
of national liberation movements. It has offered a clear, sharp alternative to 
the societal blueprint left by colonial powers, or to that offered by the USA. 
To countries that have aspired to rapid industrialization, it offered a planned 
economy model, presumably capable of taking any country quickly through 
early, forced-draft industrialization stages. To ensure the “discipline” nec-
essary for such an industrialization process, the Soviet Union advocated 
the unitary power system in the form of dictatorship of the proletariat. The 
above prescriptions were rooted in, and legitimized by, the official Marx-
ist ideology, which continues to appeal to many around the world. The 
economic capacity to support big military power and the political ability to 
deploy it without much internal debate enhanced the attractiveness of the 
Soviet model to those who believe that “might is right”.

Despite such evident strengths, the Soviet Union may have passed the 
zenith of its power and influence. Its fragilities are likely to increase and 
its ability to shape the destiny of the world will decline.

At this stage of its economic and social development, fundamental 
restructuring of its societal order seems necessary, yet the probability of 
its being carried out in a painless, evolutionary way is very low. If, how-
ever, significant restructuring is not carried out within the next couple of 
decades, the ultimate consequence will be complete disintegration of the 
Soviet Union as a political entity. Support for these conclusions emerges 
from the analysis of the current state of the Soviet Union.

2. The Present Balance Sheet

Using the previously proposed way of analysing the effectiveness of a 
country, i.e.
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we can start by enumerating some of the key elements.

2.1. ASSETS

(a) Largest territory of any country, spread over two continents, with 
access to different seas. Fertile lands, very rich endowment of virtually 
the whole range of natural resources, including a broad base of energy 
sources and even big deposits of gold. Though accessibility and climatic 
conditions render the exploitation of some resources costly, the overall 
ratio of resources to population is most favourable, making the option of 
autarky (economic self-sufficiency) if not economically attractive, at least 
theoretically possible.

(b) The will to work effectively exists in that part of the population 
upon whom the system bestows high rewards. This applies to much of the 
party elite, senior technocrats, and parts of the scientific and artistic es-
tablishment. The motivation of a large proportion of the population seems 
low, however, and needs to be “whipped up” by various campaigns.

(c) The range of know-how is extensive, particularly on the technical 
front, with real mastery of theoretical sciences (mathematics, physics, 
cybernetics) and an in-depth capacity in a number of applied engineer-
ing fields. The education network is extensive and diverse, particularly in 
natural sciences and technical fields. As a result, much of the population is 
technically well educated and its potential productivity is, therefore, high.

(d) Rates of investment have been substantial, and the resultant indus-
trial base is vast. The quantities of coal, oil, gas, steel and machine tools 
that are produced are huge by any standard, and the capacity to move 
these basic industrial commodities about is adequate.

(e) The societal order suffers from many dichotomies and mismatches; 
it acts now mostly as a “societal straitjacket” and is, therefore, discussed 
under liabilities.

(f) The external position remains quite strong, due to the Soviet Un-
ion’s military muscle, a well-articulated ideology that remains partly ex-
portable, the continuity of the people in power, and the apparent freedom 
to use that power both internally and externally.
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2.2. LIABILITIES

All significant liabilities stem from the institutional framework, the soci-
etal order itself and, particularly, the dichotomies between:

– the officially professed egalitarian-collectivist values and administra-
tive practices, which evoke individualistic, competitive behaviour;

– a rather liberal constitution and the dictatorial nature of political 
governance;

– an economic system, suitable for early stages of economic develop-
ment, and the economy itself, which is approaching the mass consump-
tion stage; the values of the majority of the population are characteristic 
of this more advanced stage of development.

The above dichotomies have to be kept in mind when analysing the li-
abilities of the Soviet societal order.

(a) The egalitarian-collectivist values are professed and promulgated 
as those that, while not yet fully operational, are desirable and the ones 
towards which the Soviet society is approaching. In reality, the individ-
ualistic-competitive values survive and are, in fact, reinforced by high 
differentiation in rewards (both monetary and other) according to an indi-
vidual’s performance and loyalty to the regime. This contradiction seems 
to diminish the general will to work. The “patriotic” motive is diluted 
by differences in rewards, yet material rewards are inadequate in most 
occupations. Only the elite in the Party, administration, sciences and the 
artistic and sports worlds can remain strongly motivated, both by their 
capacity to influence things and by the high rewards that accrue to them.

(b) Linked to this is a poor conversion rate of theoretical knowledge 
and scientific discoveries into useful new products, processes and pro-
cedures. The attractiveness of increased academic respectability and 
scientific career prospects outweigh the lesser rewards and greater risks 
of activities leading to “commercially” useful innovations. The problem 
is amplified by the fact that the majority of people in the world’s largest 
scientific establishment work in central research institutes, far from the 
industrial and market fronts. As is well known from empirical studies, 
most useful innovations are “need induced” rather than products of spillo-
ver of accumulated theoretical knowledge. The Soviet Union thus imports 
technology in a number of fields, though not of course in the military 
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field, where dearly defined objectives evoke from scientists the necessary 
technical innovations.

(c) Considering the high investment rates and the advanced state of 
scientific knowledge, the actual productivity is low in most sectors of the 
economy.

(d) Agriculture is the weakest element in the Soviet economy. It em-
ploys over 25% of the working population; yet the country has changed 
from the largest wheat exporter a century ago to the largest wheat importer 
in recent years – even though the population has not expanded rapidly and 
dietary habits have not transformed dramatically. The causes are multiple: 
scars from forcible collectivization, excessive skimming of agricultural 
surpluses to finance industrialization, hence inadequate material rewards 
to peasants, insufficient modernization of agriculture (mechanization, 
fertilization), the intrinsic difficulty of applying central planning to ag-
riculture, and, finally, the diversion of much of the peasants’ energy and 
attention to intensive cultivation of private plots, from which they derive 
a very necessary supplement for sustenance and where the rewards for 
work are direct and commensurate with the effort.

(e) The economic system, with its central planning and largely admin-
istrative allocation of resources, is by now out of phase with the present 
stage of development of the Soviet economy. The “command-type econ-
omy” facilitated progress through early industrialization phases (if one 
disregards the socio-political costs). During those early stages the objec-
tive was clear – to create an industrial foundation. The priorities were few: 
energy base, metallurgical, machine-building and armaments industries, 
physical infrastructure. It was possible, therefore, to make most of the 
economic decisions centrally and to direct resources to selected sectors. 
It was a forced-draft, partly self-feeding industrialization process (more 
steel mills to produce more steel, to produce more machines, to build 
more blast furnaces, etc.), that was compatible with “master” planning.

By now a broad industrial base and infrastructure exist and basic needs 
for manufactured goods are met. The economy is approaching the mass 
consumption stage of its development in which sophisticated and diverse 
needs of a more demanding population could be satisfied. This, however, 
requires the ability to monitor varied consumer needs and demands and, 
thus, multiple points for making of decisions about what to produce for 
whom and how. Central planning becomes an impediment. The difficulty 
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is aggravated by the need to impose the plans and control their execution, 
since most of the people tend to behave in a self-serving way, rather than 
voluntarily subordinating themselves to societal priorities – as should be 
the case if the egalitarian-collectivist values were in fact the dominant 
ones. The result is excessive bureaucratization. Organic pressures mani-
fest themselves to decentralize economic decision-making, but this would 
imply loosening of political controls, which the current leadership is not 
prepared to concede.

(f) There are also sharp dichotomies in the political governance domain. 
The constitution is fairly liberal and guarantees extensive freedoms, but 
power structure is monolithic and constraining. In theory, power resides 
in the population, which delegates it to its elected representatives. In real-
ity, power is in the hands of party leadership and authority flows from 
top to bottom. The justification for this form of “totalitarian democracy” 
is drawn from Marxist doctrine rather than from the will of the people. 
These contradictions produce tensions, and it takes a large organization 
and much societal energy to contain them, increasing thereby the burden 
of “macro-management”.

(g) The greatest fragility in the political construction is yet another 
dichotomy. Theoretically, the USSR is what its name says: a union of re-
publics. Nominally, they have extensive powers and even constitutionally 
guaranteed rights to secession. Destruction of the Russian empire and crea-
tion of autonomous, though federated, republics was one of the key mobi-
lizing slogans of the October Revolution. Given the numerical strength of 
the Russians, however, and their traditionally dominant position, they have 
aggregated the bulk of political power and expect other nationalities to 
accept their leadership not only in political, but also in economic, cultural 
and linguistic fields. Only those of other nationalities prepared to accept 
such leadership and work towards the creation of a “new Soviet man” pat-
terned after the Russian model are co-opted into the power structure.

This situation evokes strong nationalistic feelings, which are readily 
convertible into centrifugal forces as the Second World War demonstrated. 
Also, since national aspirations to self-determination have been fulfilled 
in most parts of the world in recent decades through decolonization, such 
aspirations appear natural and legitimate to many inside the Soviet Union. 
These latent centrifugal forces are strong. A special aspect of this problem 
is the rapid demographic expansion of the Asiatic and, particularly, the 
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Muslim population in the Soviet Union, just at the time of a worldwide 
revival of Islam as a vital force. This is likely to swell the ranks of “na-
tionalist deviationists”, which have been numerous in the Ukraine, Baltic 
and Caucasian republics.

(h) An analogous fragility exists in the relations with central Euro-
pean countries, which came under the Soviet sphere of influence after the 
Second World War. Yugoslavia’s refusal to follow the Soviet leadership 
in 1949, the Hungarian uprising in 1956, the attempt of Czechoslova-
kia to develop its own model of “socialism with a human face” in 1968, 
Romania’s continued self-assertion and periodic restlessness in Poland, 
are all manifestations of national independence sentiments rather than 
of nostalgia for their prior socio-economic orders. This demonstrates the 
limits of the “digestive capacity” of the Soviet Union and, therefore, of its 
potential for further territorial expansion.

(i) The conflict with China is a very significant liability. It has three 
roots: nationalistic, territorial and ideological. It is difficult for the Chi-
nese, a nation of nearly one billion with a history of over four millennia, 
with notable cultural attainments and a recent successful revolution, to 
accept the leadership of a younger, much less numerous Russian nation. 
Secondly, the temptation for the energetic, industrial Chinese masses to 
spill over into the rich yet sparsely populated Siberia seems great to the 
Soviets. However, unlike the Mongols, the Chinese have a meagre history 
of territorial expansionism. A nation bent on grabbing new pieces of land 
would probably not have built a wall several thousand kilometres long. 
The effort of moving such a wall whenever “a new piece of property” is 
acquired seems incommensurate with the “real estate” gains. Given the 
fact, though, that the Russians have been invaded in the past both from 
the east and the west and that they themselves have a consistent history 
of territorial expansion, the menace of a Chinese spillover into Siberia 
probably looks real enough to them.

An ideological conflict is also evident. Soviet leadership justifies 
present practices of material inducements and unequal rewards as a nec-
essary part of “transient socialism”, a stage of building up the material 
abundance base for the introduction of communism. The Chinese, thus 
far, have held out for greater distributive equality, even though under 
a much lower ceiling of material wealth. The above conflicts might be 
pasted over, but they are not likely to disappear.
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On balance, the physical potential of the Soviet Union is huge, but its 
institutional structures are rather fragile and in need of substantial 
transformations.

3. Future Options
The directions in which the Soviet societal order could evolve in order to 
reduce the dichotomies, bring the various institutional components into 
better harmony and thus be able to move into the next logical stages of 
economic development and political experience are clear. The feasibility 
of such an evolution is much more questionable. The following sequence 
would seem logical for the transformation of the Soviet system: first, sub-
stantial economic reforms, then broadening of the power structure, and thus 
changes in political governance, and, finally, refocusing of the values.

3.1. ECONOMIC SYSTEM

Changes should take place in the direction proposed in the past even by 
some Soviet economists: from central planning through substantial de-
centralization of economic decision-making, to a “market socialism” type 
of system.

Symbolically, the changes in the economic system can be represented 
as shown in Fig. 7.
The evolution could go through the following stages:

(a) In the first phase of reforms, the amount of central planning should 
be substantially reduced and its nature changed. Its main functions would 
be to set key investment priorities, to allocate credit and to harmonize 
forecasts of various production and distribution enterprises. Prices could 
first be brought more in line with real costs, scarcities and demand, then 
gradually decontrolled, allowing the laws of supply and demand to fix 
them, first for consumer goods, then gradually for semi-industrial and 
industrial goods. What could remain under central control would be vital 
strategic items such as petroleum, coal, gas, some key metals, and coun-
try-wide services such as communication and transportation.

(b) In the subsequent phase, the changes would be towards truly co-
operative ownership of most industrial enterprises and collective farms 
and management of such cooperatives by elected committees. The system 
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would incorporate some features of Yugoslav “workers’ self-management” 
and kibbutzim. Private ownership would be allowed in small, particularly 
service, undertakings. Should strong popular pressures develop, prop-
erty of land could, with time, revert to private hands through a gradual 
transformation of ownership cooperatives into joint purchasing, machine-
renting and marketing bodies.

(c) The economy could thus gradually evolve from a fully planned and 
controlled one to a concerted and guided one, using fiscal and monetary 
measures, differential credit rates, regulations on disposal of surpluses 
(profits), minimum and maximum wages, and an “indicative forecast-
ing” type of planning. In order to secure credit, avoid overcapacities and 
secure market niches, large enterprises would present their plans to the 
planning–coordinating bodies, which would compare them with those of 
other relevant enterprises, give feedback and suggest changes.

(d) Most of the above could take place at the republic rather than all-
Union level. Resources would flow among the constituent republics more 
on the basis of trade than on the basis of compulsory delivery quotas at 
prices fixed by central authorities, as is done now.

(e) Greater equality in living standards could be gradually achieved by 
reducing salary differentials and by using distributive instruments as, for 
instance, in Scandinavian countries.

Fig. 7.
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3.2. POLITICAL GOVERNANCE

Changes in the nature of political governance are both the most important 
and the most difficult to bring about peacefully. The direction of change 
should be from the present unitary structure, with power aggregated in a 
few hands at the top, through broadening of the power base, to a shared 
power governance – without, however, passing through the phase of a 
countervailing power structure. Symbolically the transition can be repre-
sented as shown in Fig. 8.

How could the above evolution conceivably take place?

(a) Economic decentralization, if carried out, would provide a trigger 
for a political evolution because it would automatically bring about some 
diffusion and decentralization of political power. This is why economic 
reforms would have to precede the changes in political governance.*

(b) The second major step would represent a gradual elimination of the 
present “dual” structure of governance in which party organs set policies 
and objectives and control their execution, and the administration (from 
ministries down) executes them.

(c) The above would reduce the power of the party and strengthen the 
decision-making powers of elected bodies and the administration. Poli-
cies could then be set and decisions made by those with popular support 
and/or technical competence rather than just the party loyalists.

*  Okun, A. M., Capitalism and democracy: some unifying principles, Columbia Journal of 
World Business, Winter 1978.

Fig. 8.
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(d) In the next phase, substantial political liberalization could be un-
dertaken by gradually enforcing stricter adherence to the existing consti-
tution and laws.

(e) With freedom of expression assured, greater freedom of association 
could then be ushered in. This would lead to the creation of new political 
groupings.

(f) The monopoly of power of the Communist Party could then be 
definitely terminated by permitting candidates of various groupings to 
be elected to legislative and executive bodies. The Supreme Soviet could 
then, for instance, elect the Council of Ministers, incorporating repre-
sentatives of all groupings in proportion to votes drawn by them.

(g) The prerogatives would then be redistributed to transform the 
Soviet Union from a de facto unitary state to a true and voluntary federa-
tion of autonomous republics with equal rights. The constitutional right 
to secession would have to be resuscitated by resorting to referenda, and 
the likelihood of many republics opting out of the federation would have 
to be accepted.

3.3. VALUES

The main challenges in the transformation of values are to eliminate the 
contradictions between what is officially professed and actually practised, 
and to develop a set of values and a mode of behaviour that would reflect 
the new economic and political systems and facilitate their functioning. 
The thrust, therefore, would be from the official egalitarian-collectivist 
(but actually individual-competitive) values to group-cooperative values. 
Symbolically, the change would be as shown in Fig. 9.

The feasibility of such a transformation would depend entirely on the 
success of the economic reforms and changes in the governance system 
and should, therefore, take place as a consequence of the above reforms 
rather than as a precursor to them. This is the reverse sequence to that 
suggested for the USA.

In the USA, spontaneous changes in values could occur with the po-
litical and economic institutions following suit because of the pluralistic 
nature of the country and the freedom of belief and expression that al-
ready exists. In addition, there is the growing recognition that the country 
is confronted by various physical and external environments that require 
a modification of beliefs, behaviour and institutions.
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In the Soviet Union, the dichotomy between the official and the actual, 
plus the inability to articulate new values publicly, imply that changes 
in values can only take place when economic and political institutions 
(within which people work, think and feel) will demand and evoke new 
models of behaviour, thus new beliefs and values. One might postulate, 
therefore, the following sequence of evolutions:

(a) The transformation of industrial undertakings and state and col-
lective farms into autonomously managed cooperatives would induce 
a proprietary feeling, a sense of responsibility towards such economic 
units. Members of these units would gradually perceive the impact of 
their decisions and work on others, and vice versa. This sense of belong-
ing and interdependence would breed a more cooperative predisposition.

(b) With decentralization of political decision-making and a reduction 
of imposition from above, the sense of commitment to things, groupings 
and communities that people could then influence would gradually induce 
more voluntary discipline and subordination to local communal needs 
and priorities.

(c) With political institutions at all levels opening up the decision-
making process to genuine debate and participation, identification of the 

Fig. 9.
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people with their institutions could grow and preparedness for conflict 
avoidance and consensus-seeking could be induced.

The above process would take decades. There would be some disrup-
tions and economic inefficiencies. With time, these would be more than 
compensated for by the reduced cost of an oppressive bureaucracy and by 
enhanced feelings of freedom and dignity.

4. Feasibility of a Peaceful Evolution

There remains one fundamental question: Can the economic system and 
political governance evolve in the ways suggested without a new revolu-
tion, war or other cataclysmic event?

Although the probability for peaceful evolution is very low, there are 
some factors that could facilitate the process:

(a) The need for economic reforms is evident. It is recognized by many 
economists; it has been debated fairly openly in the 1960s (Lieberman-
ism); some reforms had been experimented with. Also, similar reforms 
have been quietly taking place in countries such as Hungary.

(b) Internal pressures for reforms will increase because the growing 
complexity of planning will generate even further constraints. Further-
more, the already evident slower pace of economic growth will increase 
the difficulties of satisfying the needs of a more demanding population.

(c) Some external factors will press in the same direction. The fact that 
current growth champions such as South Korea work with “concerted free 
enterprise” rather than a command economy will be difficult to ignore. 
Continued reliance on imports of some technology will be an irritant. 
The need to compete on world markets not only with primary products 
but also with quality manufactured goods will also be an inducement to 
liberalization.

(d) On the political side it is clear that the Soviet Union is out of phase 
with recent trends. All empires have been dismantled. The example of 
Spain shows eloquently that dictatorial regimes can be transformed 
through evolution. Other countries (e.g. Brazil or even Chile) may suc-
cessfully undergo this process in the near future.

(e) Internally, the “cost” of keeping the lid on a population that is better 
educated and more informed about external realities, and thus political 
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options, will keep increasing. The contradictions between theory and re-
ality cannot be camouflaged or explained away in perpetuity.

(f) Some of the Russians in the power elite are likely to start having 
quiet doubts about the benefits of keeping their power monopoly over the 
other nationalities within the Soviet Union. The key benefit they derive is 
the “national ego massage”. But the economic and political costs of such 
dominance are high. Total management of a huge and complex system 
such as the Soviet Union absorbs a disproportionate amount of energy, 
which could otherwise be used for production of useful economic and 
social goods and services. Keeping political discipline over the whole 
population means acceptance of many constraints on freedoms, even by 
those among the power elite.

(g) The experience of West Germany after the Second World War may 
have a model value. Germans felt that they needed more space to employ 
their excessive societal energy creatively. As a result of the lost war they 
were confined to an even smaller territory than they started with. They 
then concentrated all their energy on that limited space and as a result cre-
ated an exceptionally prosperous economy and a politically free society. 
Some Russians seem to realize that exactly the same thing would happen 
to them if they would give up the burden of “managing” the Soviet Union. 
They might become willing to share the power more equitably with other 
nationalities.

(h) Finally, the fact that the power structure has evolved from an ab-
solute personal dictatorship under Stalin to a power oligarchy, without 
serious political earthquakes, may be an encouragement to some of the 
elite to spread the power base even further.

But there are serious doubts:
(a) Russians do not have any tradition of a liberal type of governance. 

Leading others towards such a system would not be an easy task for them, 
almost like the blind leading the blind.

(b) Those now in the power elite would certainly fear the loss of ac-
quired privileges and, even more, the possible loss of control over the 
liberalization process once it would get fully under way. The intervention 
in Czechoslovakia in 1968 was a good demonstration of such fears.

(c) Given the difficulty of an open debate, it is virtually impossible for 
anyone within the country to propose a master plan or a blueprint for the 
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required transformations. Political power is too monolithic, too imperme-
able to any ideas that seriously challenge the status quo.

(d) The people in the power pyramid are quite old. Peaceful retirement 
may look more attractive to them than the uncertain adventure of liberali-
zation. The recent (July 1979) return to tighter control of the economy is 
indicative of this.

THE MOST LIKELY SCENARIO

The probable consequences of the attempt to maintain the status quo 
would be more dissatisfaction, alienation and dissidence; then, violent 
eruptions that would be amplified by some catalytic event, leading to the 
disintegration of the Soviet Union. As a result, most of the present con-
stituent republics would become independent states. They would wish to 
maintain their independence for a number of decades. After tasting the 
joys and bitterness of such independence, they would probably voluntar-
ily integrate into bigger entities, such as a United States of Europe or 
Central Asia, respectively, while maintaining their full cultural autonomy, 
as is the case in the present European Economic Community. A Russian 
republic would also find its place in some such supranational construc-
tion, the way West Germany did in the European Economic Community 
(EEC) – a strong partner, but just a partner.

Is it at all realistic to talk of possible revolutionary events in a country 
that appears so monolithic, with a huge army acting as a homogenizer 
for different nationalities and an internal security force that has repeat-
edly demonstrated its capacity to crush any opposition, even when large 
multitudes had to be liquidated or deported?

In chemistry, one can keep dissolving more and more solids in a solu-
tion until the state of saturation is reached. A single additional crystal can 
then precipitate all solids out. Recent history shows that events can be 
precipitated in an analogous way in societies in which too many tensions 
accumulate. What is then required is just a catalyst. In Portugal it may 
have been a book published by a general. In Iran, which also had a strong 
army and a ruthless internal security organization, it was the voice of 
Khomeini, heard directly (as if from heaven) via tape cassettes. In Poland, 
the Pope, during his recent visit, could have triggered off almost any set 
of events that he would have chosen to.
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In the case of the Soviet Union, the disintegration process could be 
precipitated by a series of developments and events of the following 
kind: reversion to tighter central planning creates more bottlenecks. The 
situation is worsened by a few successive bad harvests. The domestic 
production of oil peaks off while demand for it continues to increase. The 
Soviet Union has to secure some outside supplies. Doing this is not easy: 
it must bid world prices up further; at the same time it must buy large 
quantities of wheat; and yet it is not able to pay for either with exports of 
better quality manufactured goods. The temptation to lay its hands on at 
least part of the Middle East grows. The spectre of foreign intervention 
is evoked to divert the attention of people away from internal difficul-
ties and prepare them for external adventure by rekindling memories of a 
Genghis Khan, Napoleon and Hitler. But the move into the Middle East 
is countered and there is a simultaneous clash with China. There is loss of 
nerve, a resulting power struggle at the top, a coincidental major strike by 
workers, and manifestations by some “national deviationists”. Conditions 
for a disintegration process are ripe.

The above scenario is not a forecast; it is a set of speculations for-
mulated in a spirit similar to that underlying the earlier description of a 
possible sequence of evolutionary steps.

The Soviet Union is thus at a crossroads. The “map to the future” indi-
cates two main roads – either a substantial transformation in an evolution-
ary way requiring great determination and skill on the part of the present 
leadership, or the preservation of the status quo with the likelihood of 
disintegration at the end of that particular path.

Either of the above ways will help bring the Soviet Union, or its suc-
cessor states, in tune with the likely developments in the rest of the world 
and, thus, closer to the ultimate world order.

JAPAN

1. Its Past

Japan is a curious nation with a curious history. Its accomplishments have 
been among the most admirable and sometimes the most frightening. It 
is guided in its internal behaviour by an obsession to avoid conflicts, to 
build consensus and to maintain harmony at all levels of society. This 
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obsession envelops the many internal contradictions and prevents them 
from surfacing, from erupting too frequently or too violently. Among 
such contradictions are the following: the extreme politeness, deference 
and decorum of Japanese behaviour in all personalized settings is found 
alongside crudeness, bordering on brutishness, in impersonalized, mass 
settings; the loving permissiveness bestowed on young children is jux-
taposed to the expectation of highly disciplined behaviour and voluntary 
subordination at later ages; while group, cooperative orientation is both 
the ultimate virtue and the normal standard of behaviour, intense indi-
vidual competition at, say, high-school level is the norm and the price of 
entry into the right universities and, later on, into the right companies.

It is perhaps the existence of a number of contradictions and di-
chotomies, bracketed within tremendous self-discipline, that makes the 
Japanese seem high-strung, “under tension” and, therefore, extremely 
dynamic. I believe it was. Andre Ziegfried who once said that the process 
of development requires the ability of people to place themselves in a 
state of tension to energize themselves. The Japanese certainly seem to 
be under tension, almost like coiled springs waiting to be released. This 
makes them very energetic, predisposed to action, to accomplishment.

The Japanese have known some sharply demarcated phases in their 
history. There were phases of massive cultural importation, followed by 
periods of isolation, digestion and transformation of such imports. There 
was a nearly total isolation, lasting for over two-and-a-half centuries, 
which allowed the Japanese to reconcile and integrate whatever imports 
they had made with their pre-existing traditions, beliefs and culture, and 
to attain a very high degree of homogeneity in their society. Then there 
occurred a partly forced opening up, followed by a scouting around the 
world to identify sources of useful knowledge, which was borrowed or 
otherwise appropriated on a large scale.

In the late nineteenth century Japan carried out one of the most suc-
cessful societal transformations in a rather peaceful, evolutionary fashion. 
The societal structure changed from a strictly feudalistic one to a modern, 
industrial one, which enabled the subsequent rapid industrialization and 
economic development. Yet, instead of destroying the pre-existing social 
hierarchy, the new government adapted it by assigning new functions to it. 
Some of the former landlords, samurais, became owners of industrial en-
terprises, which gradually blossomed out into business-industrial empires 
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in the form of conglomerates (zaibatsus). The social hierarchy, loyalty, 
deference, obedience and predisposition for voluntary subordination have 
been maintained, but tapped for national purposes, mobilized for modern 
productive industrial activity.

Having built up some industrial muscle and a military arsenal, the 
Japanese, feeling constrained and contained, turned bellicose and struck 
out to conquer the sources of raw materials or to secure future markets for 
their products. They repeated the cycle, taking on China, then the USA, 
and Southeast Asia, totally determined to fight to the last man. It was strik-
ing to see, though, how that same determination was redirected, almost 
overnight, towards reconciliation with the former mortal enemy. Having 
lost in war, Japan decided to win in peace – after the Second World War, 
winning in peace meant outperforming other nations economically, as 
measured by growth in GNP. Within three decades, Japan was the proud 
winner of the all-time “growth championship”.

The Japanese became extremely successful in the process of economic 
development by fulfilling all of the preconditions required for the process. 
The population was highly motivated; everyone worked diligently. Given 
the austere physical environment of Japan, work was for most a precondi-
tion for survival, hence raised to a great virtue. This traditional motivation 
was enhanced after the defeat in the war by the patriotic motive, the need 
of the Japanese to redeem themselves, to regain their national self-respect 
by outperforming other nations.

The second precondition, the possession of requisite technological and 
social know-how, was also fully met. The Japanese borrowed or bought 
technical know-how and demonstrated a tremendous capacity to absorb 
and adapt it to their own needs. They did have the wisdom, though, to 
maintain their own social knowledge, their own ways of running or-
ganizations, motivating people, and making decisions, to keep lifelong 
employment and the seniority system, to use sub-contractors to even out 
cyclical variations in economic activity, etc.

They have also fulfilled yet another prerequisite of economic devel-
opment – high rates of investment. For three decades they averaged an 
investment rate of around 35% of GNP. This was made possible by the 
traditional virtue of frugality rather than ostentation, hence high personal 
savings rates and credit financing of investments, since Japanese compa-
nies work with up to 80% borrowed capital. Another contributing factor to 
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rapid growth was the fact that investments were aimed mainly at directly 
productive parts of the economy, such as the manufacturing sector, while 
maintaining expenditures on social overheads and by the government at 
a modest level.

The underlying reason behind the ability of the Japanese to conform to 
all the preconditions for rapid economic growth is their particular societal 
order. As shown symbolically (Fig. 10), it is based on group-cooperative 
values, a consensual process in political decision-making (which tran-
scends the formal countervailing power form of governance), and free 
enterprise – but a highly concerted type of economy.

As explained earlier, group-cooperative values emerged because an 
austere physical environment made them necessary and religious beliefs 
made them right. After the war, the Americans imposed on the Japanese 
a Western-type, countervailing power form of governance. All the insti-
tutional and procedural trappings of it are there. The traditional predis-
position to conflict avoidance and consensus-seeking, however, heavily 
modifies the political process.

The above manifests itself best in the economic domain. While the Jap-
anese economy is of a liberal, free enterprise type, it gives the impression 
of being a centrally planned one because of a high degree of harmoniza-
tion of private initiatives, using as an ultimate criterion the good of Japan. 
The country has, therefore, been aptly baptized “Japan Incorporated”. 
There may not be a full-scale “national economic symphony”, but there 
is, at any rate, first-class chamber music produced by “the economic string 
quartet”, consisting of the Ministry of International Trade and Industry 
(MITI) acting as the first violin, with trading houses, banks and leading 
industrial enterprises providing the rest of the harmony. Priorities can be 

Fig. 10.



114 Road Maps to the Future

established, feasibility of conquering new export markets assessed and 
economic missions divided up, without direct administrative imposition, 
thus without the burden of a huge bureaucracy. The system combines, 
therefore, the advantages of a liberal economy with its multiple centres of 
initiative, innovation and efficient production, with some advantages of 
a planned economy, such as the ability to set overall national objectives 
and priorities.

2. The Present State

Japan has a number of outstanding assets:

– A highly motivated, diligent, disciplined and skilled population with a 
mastery of technology on all fronts and the appropriate social organiza-
tional know-how for effective management of institutions at all levels.

– A highly diversified and productive industrial sector that evolved quickly 
from being labour-intensive into being capital- and material-intensive.

– A societal order and an institutional framework that enables the coun-
try to function well since its various components are in fair harmony 
with each other.

There are some liabilities:

– The country is virtually devoid of any natural resources, totally de-
pendent on their importation, and, thus, highly vulnerable to political 
disruptions or even blackmail.

– It is also vulnerable as far as its export markets are concerned. Its very 
success, achieved by concentration on a fairly narrow range of prod-
ucts and an in-depth penetration of selected markets, evokes not only 
admiration but also some hostility and protectionist moves.

3. Future Options

What are the future choices, the directions in which the Japanese societal 
order could evolve?

Its present set of values seems quite suitable for “the spaceship earth”, 
which Japan had already partially experienced during its period of isola-
tion, but which is a new condition for much of the rest of the world. 
Some adjustments in values could take place, however, in order to render 
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individuals more autonomous and reduce the psychic cost of voluntary 
subordination, which currently may be too high. A somewhat greater 
degree of individual autonomy and self-determination need not be in-
compatible with cooperative predisposition. Small groups, work teams, 
corporation or nation could remain the objects of loyalty and commit-
ment. The Japanese could, perhaps, learn how to march to other tunes, 
coming from outside their borders, to interact with the rest of the world 
with greater empathy. The Japanese have tended to be too ethnocentric, 
performing admirably well, but essentially for themselves. Given their 
great accomplishment capacity, some of their energy should be redirected 
to serve the interests of humanity as such. Even if the immense reservoir 
of predisposition to loyalty, commitment and cooperation were to spill 
over the national boundaries, it would not diminish the sense of national 
cohesion nor impair its effectiveness, but would prepare for the Japanese 
a more secure and welcome place in the world community.

When it comes to political governance, some constitutional changes 
could be made to provide the legal basis for true coalition governments, 
incorporating representatives from different political groupings. Given 
the consensus-building capacity of the Japanese, this should be feasible 
and would be more reflective of their values/beliefs than the formal coun-
tervailing type of governance. A coalition government would also be able 
to connect better with the outside world, since it could then do so on a 
variety of terms.

Little change is needed in the Japanese economic system. What clearly 
has to take place is a quick restructuring of the present material- and 
capital-intensive mode of output to a more knowledge-intensive mode in 
order to reduce the dependence on inflows of large quantities of primary 
materials. Reduction of the import burden might also allow a somewhat 
different allocation of resources in order to improve housing, the infra-
structure, the general social overhead and foreign aid. Given the great 
surpluses in trade that Japan has been accumulating, it is obvious that 
the rate of direct foreign investment can be increased even further. This 
seems a better option than voluntary restraints of exports, or spending 
surpluses on inflated luxuries such as art or wine.

The greatest imperative for Japan is to reposition itself in the world’s 
geopolitical and economic constellation. Japan could turn towards Siberia 
to reduce the vulnerability of supplies of some of the primary materials. 
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The underexploited resources there, in geographical proximity to Japan, 
with Japanese capital and technology, seem a potent combination. A rap-
prochement with the Soviet Union, however, would not be viewed with 
too much favour by the USA, whose military protection and whose will-
ingness to absorb massive Japanese exports will remain of great impor-
tance for a while. The Chinese would not view such an entente between 
Japan and the Soviet Union with great favour either.

The second option is to turn towards China – an option that Japan is 
likely to pursue. The attractiveness of the combination is striking. China 
has a broad range of natural resources, a huge, diligent labour force, whose 
skills could be upgraded quickly, and large potential markets. The above, 
combined with the Japanese surplus of capital and the stock of whatever 
know-how would be required, could produce some startling economic 
achievements. True, there are memories of past animosities between the 
two nations, but there is still some cultural affinity, and the promise of the 
future pay-offs should more than outweigh past resentments. Economic 
cooperation between Japan and China, amplified in its effects by interac-
tion with a number of Asian countries on the Pacific periphery that are 
already developing at a rapid pace, will create a significant new centre 
of gravity for the world economy. Though temporarily unsettling and 
even threatening to the Western world, it could provide, in the long run, 
another cornerstone for the construction of a more broadly based, hence 
more stable, world economic ediface.

CHINA

1. The Long March

During the past three decades the People’s Republic of China has trav-
elled a long way. The voyage has at times been very difficult, the road a 
sinuous one, the pace varied, and occasionally the country seemed to be 
marching backwards. Yet the country has grown along the way in strength 
and stature. It entered the international scene through the front door – not 
the service entrance.

The birth of the new societal order in China was a protracted and pain-
ful one. While four millennia of continuous existence can be a source 
of momentum and spiritual sustenance, it can also be excess baggage, a 
millstone around the societal neck.
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In an earlier era, a rather stable societal order had evolved in China. 
Adequate innovations permitted intensive cultivation of the land and pro-
duction of other physical necessities. Early development of thought and 
scholarship, and particularly the distillation and ordering of basic princi-
ples and virtues by Confucius (diligence, obedience, loyalty, respect), has 
provided a set of prescriptions for societal organization and behaviour.

While the basic units were the family and the village (a group of fami-
lies), a sense of national cohesion was created by considering the emperor 
as a “father”. The huge country was held together by a civil service (bu-
reaucracy) to which people of all social classes could accede through 
open examinations testing knowledge of the classics. This system enabled 
the preservation of a culture and a societal order that were superior to 
those in much of the outside world. The philosophy exalting loyalty and 
obedience continued only as long as the emperor was sufficiently wise 
and benevolent. With some social mobility via the administrative route, 
power was based on merit rather than heredity; hence it evoked more 
willing submission to it. Shared knowledge of philosophy, traditions and 
principles of governance among the civil servants provided a common 
approach to governance.

The whole system was, however, too firmly rooted in the past and bent 
on the perpetuation of it. It discouraged any substantial innovation. When 
China was assaulted in the last couple of centuries by Western ideas, prac-
tices and, later, technologies and troops, it could not respond by renovat-
ing itself (as Japan did in the late nineteenth century). The societal order 
became dysfunctional and began to corrode and disintegrate.

Sun Yexean, the founder of the modern nationalistic movement, did 
provide a blueprint for the reconstruction of China based on “nationalism, 
democracy, livelihood”, but there was not enough cohesion left in the 
country to carry it out. Wars with Japan, skirmishes with Western powers 
and protracted civil war between communists and nationalists brought 
the country to a chaotic stage, burdened with massive poverty, epidemics, 
addiction and corruption.

It is against such a background that the changes during the last few 
decades have to be evaluated. The new regime tackled the core problems 
vigorously: satisfaction of survival needs, with more secure food supply, 
clothing, shelter, elimination of epidemics, basic medical care, reduction 
of illiteracy, generalized education, some emancipation of women.
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After three decades the above basic objectives have been accomplished. 
No one seems to be starving. Beggars and prostitutes have somehow dis-
appeared. While for the majority the staple diet is the proverbial bowl of 
rice with a few pieces of vegetable on top and only rarely some meat, this 
is better than no rice at all. While men and women are all dressed in simi-
lar drab “uniforms” of navy or grey, that may be better than bare backs or 
rags. The very old wear the pre-revolutionary black and the very young 
wear colours, perhaps as a promise for a rosier future. Even “model” 
housing in prosperous communes does not set new luxury standards, but 
everyone seems to be able to live under some kind of roof, since there 
are no sidewalk dwellers. The epidemics have disappeared and maladies 
get treated, be it by acupuncture, herbal medicine, or a chemical drug, 
even if administered by part-time barefoot doctors rather than by medical 
experts. Children go to school and occasionally, at least in the city, to a 
playground or park. Everyone works hard. Everyone has to work, but also 
has the opportunity to work.

The above is a far cry from an affluent state or communist condition 
in which the principle “to each according to his needs” is fulfilled, yet it 
seems to procure a fair measure of contentment, and this for understand-
able reasons. China is huge and rather isolated from the rest of the world. 
It is, therefore, its own reference country. Most Chinese do not compare 
their condition to that of people in California or on the Riviera, but to their 
or their parents’. condition a few decades back. For most, the present is a 
significant improvement over the past. They also compare themselves to 
those around them and their conditions are much alike. If there is some 
luxuriance it is well hidden, it creates no standard for comparison and 
aspiration. A curious phenomenon has thus occurred: a general feeling of 
relative well-being (if not affluence) has been created even though under 
a very low ceiling of material consumption ($400 GNP per capita).

The methods used to bring about the above transformation have not 
always been particularly tender. Heads rolled, skulls were cracked, the 
affluent “disappeared” or were brought down to the “common standard”. 
The unduly independent thinkers have learned the virtues of prescribed 
thought. The substantial transformation in patterns of beliefs and behav-
iour was not, however, achieved by continued mass terror nor is it en-
forced by a huge bureaucracy. More has been accomplished by massive, 
preceptoral, saturation type of re-education – maintained by social group 
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control within working teams, neighbourhoods, etc.* What may have 
been done with particular skill was to use some of the traditional virtues 
for new “revolutionary” purposes. Thus, while attacking Confucianism 
for its stress on obedience, loyalty and respect of the established order 
(family, emperor), the leadership tapped the same virtues to shore up the 
new societal order to focus the loyalty on the work team, commune, party 
and country. To get the work done and to maintain some cohesion, the 
regime can thus rely on some moral incentives rather than just on material 
rewards or on compulsion.

There have been convulsions and jarring changes in direction. After 
some initial progress, there was the “great leap forward” with the folly 
of trying to build a blast furnace in every backyard. It took some time to 
put the economy back on a sensible track. After some normal functioning, 
with people accommodating to the new order and stability, the “great cul-
tural revolution” was launched to purify the souls and as preventive social 
medicine, lest people start slipping back and yielding to the old bourgeois 
instincts. The cost of the cultural revolution was high: slowing down of 
the economy, destruction of some of the great heritage, closing down of 
universities. Almost a whole generation of learning was lost. Partly as a 
result of the above, the “four modernizations” – the new announced direc-
tion (agriculture, industry, science and technology, defence) – are patently 
necessary, though hardly possible to carry out at the pace envisaged.

Four millennia of history, a quarter of the world’s population, and three 
decades of monumental changes, with a degree of standardization (uniform, 
unisex, unithought) never achieved on such a scale: yet, an alert visitor is 
struck by the absence of real oppression and by a certain perception of a 
basic kind of wholesomeness – not as a model to other societies, but as the 
feeling of a good proportion of Chinese for their current societal order. Is 
it because theory and practice vaguely resemble each other, with values, 
political governance and economic system in a reasonable match?

2. Present Condition

As in all other societies, there are two sides to China’s balance sheet.

*  Lindblom, C. E., Politics and Markets: The World’s Political Economic Systems, Basic 
Books, New York, 1977.
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2.1. ASSETS

(a) Resource to population ratio is fairly positive. The population is 
huge (pushing a billion) but so is the territory, even though over half of it 
is not of much use. The range of natural resource endowments is broad, 
with particularly large coal deposits and increasing estimates of oil re-
serves. Given the current rates of their use and likely claims on them for 
the next few decades, they provide an adequate basis for the projected 
economic development.

(b) Will of the population to work has been traditionally high and, if 
anything, has been enhanced. The diligence of the population is striking 
even to a casual visitor. It is rooted in traditional virtues, the survival 
necessity and moral incentives.

(c) Know-how, particularly of a technological kind, is inadequate and, 
in fact, the country is by and large technologically backward. What can be 
listed as an asset under this rubric is the manifest intelligence, ability and 
will to learn of most of the population. The potential for acquisition of the 
required know-how is, thus, very high.

(d) The rates of investment can be sustained at adequate levels mainly 
because of the political ability to “enforce savings”, even though some 
80% of the population lives meagrely by agriculture.

(e) The institutional framework is relatively cohesive. The societal 
order is as shown in Fig. 11.

While the values may not be fully egalitarian-collectivist, there is a 
strong predisposition among the Chinese towards group, communal, so-
cietal orientation, and thus a high degree of self-discipline and voluntary 
subordination.

Fig. 11.
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Although the party has a monopoly on power, and authority flows from 
the top, the effectiveness of peer-group control at the base assures that the 
burden and cost of controlling everything from the top are not excessive. 
Political leadership has a high mobilizing power and the capacity to influ-
ence the behaviour of the people profoundly, as, for instance, in the field 
of population control.

The economic system, based on state-owned enterprises and central 
planning, with fairly genuinely collectivist communes and a fair amount 
of economic authority exercised at the regional or large city level, seems 
in reasonable harmony with both the values and the political governance 
system. It is probably appropriate for the present early stage of economic 
development, during which top priority is given to the satisfaction of 
basic needs and the laying of foundations for the industrialization proc-
ess, while ascertaining relative equality in the distribution of incomes.

(f) The position vis-à-vis the external world is strong. China offers a 
clear societal model, reasonably in line with Marxist ideals. It has fol-
lowed, after the break-up with the Soviet Union, the self-sufficiency path 
of economic development, remaining virtually independent from the rest 
of the world. It is not vulnerable to disruption of supplies or closing of 
external markets. Furthermore, the Chinese traditionally measure time in 
longer units. They can outwait the others. This is a fundamental strength 
in our world, which is in such a hurry.

2.2. LIABILITIES

(a) Know-how is very uneven, varying from the ability to produce 
atomic weapons to the use of very archaic methods in much of agriculture 
and industry. These methods are suitable for highly labour-intensive ap-
proaches but result in very low productivity and are an impediment to 
industrialization. Partial dismantling of educational institutions during 
the cultural revolution will have to be compensated for by stepping up the 
importation of know-how.

(b) Accumulated industrial capital and physical infrastructure are still 
very modest. Muscle power is still the primary source of motive power in 
the economy. Much is transported on the backs of men and women with 
flexing bamboo poles and on push-carts. People move about mainly on 
foot and by bicycle, and only secondarily on trucks and buses. Enormous 
investments will be required to bring the economy to a real take-off stage.
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(c) The institutional framework, while internally fairly compatible, has 
some fragilities. The new values are not yet fully anchored or secured. 
If individual monetary incentives were to be sharply raised in order to 
increase productivity rapidly in some sectors,- this could result in the re-
suscitation of more self-seeking behaviour with loyalties narrowing in on 
the immediate family, thereby diluting the collectivist cohesion. Political 
power is not as solid and monolithic as it might appear. Sharp changes in 
direction and constant references to the “smashing of the Gang of Four” 
are manifestations of political fragilities. It is easier for people to be loyal 
to things that are consistent and predictable.

(d) The current stepping up of pace and the opening up to the world 
in order to accomplish the overly ambitious programme of the four mod-
ernizations are likely to create bottlenecks, frustrations and loss of faith. 
Developing dependence on foreign credit, know-how, turnkey plants and 
joint ventures will limit the freedom to manoeuvre internally. Young stu-
dents recite with conviction to any visitor that “we have to catch up with 
the rest of the world and therefore to learn from it”. If sent abroad, though, 
will they be able to distil their learning so as to bring back only the neutral 
technical know-how and be totally unaffected by foreign values, behav-
iour or institutional patterns? The fact that only a very small part of the 
population is likely to go abroad or come into direct contact with foreign-
ers may reduce the danger of “contamination”. The enormous mass of 
China should be able to re-absorb, if necessary “re-educate”, or, failing 
that, discard those that have become overly exposed to foreign influence.

3. The Roads to Travel
There are several milestones that one can identify along the way of Chi-
na’s long march into the future:
– internalization of the modernization process and economic develop-

ment dynamics so that the process would become self-sustaining;
– some adjustments in the societal order to bring its components into full 

harmony with each other and with the intrinsic characteristics of the 
Chinese people, which, while substantially altered through the revolu-
tion, have not been fully severed from their traditional roots;

– stabilization of the society, or at least a reduction of the amplitude of 
changes in direction, so characteristic of the last few decades;
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– preparation for a genuine integration as a full constituent member of 
the eventual world order.

The first objective necessitates a number of measures, some of which are 
already being envisaged, such as:

– intensification of technical education at all levels; greater reliance on 
professorial competence rather than “social creativity” rooted in ideo-
logical righteousness;

– expanded importation of technical know-how to make up for the miss-
ing links in the technological chain and to close some of the more glar-
ing gaps of technological backwardness;

– gradual modernization of agriculture and, through this, release of more 
labour for the industrial sector;

– expansion of the industrial sector even if some of it must be financed 
through foreign credit or by foreign investment;

– expansion of foreign trade to get some benefit out of “comparative advan-
tage” and to expose the economy to the stimulus of foreign competition;

– increasing the rewards for innovation even if these rewards would go 
more to groups than to individuals and be of moral and not just of 
material nature.

Adjustments in the societal order are not easy to prescribe: an enormous 
amount of energy went into the creation of the present institutional frame-
work and the momentum remains. However, some changes are necessary 
and their direction can be symbolically suggested as shown in Fig. 12.

Are the above changes feasible? When it comes to suggested changes 
in values, they may be possible because they could draw both on some of 
the present beliefs and on some of the traditional values. The traditional 
predisposition to loyalty and obedience, combined with the present notion 
of equality, provides a good basis for relationships of an essentially co-
operative nature, at least within groups and communities with which in-
dividuals identify closely. The basic purpose of changes in values would 
be to render individuals somewhat more autonomous, less inseparably 
embedded in a collective entity. It may be possible, after all, to “let the 
hundred flowers blossom” and “let a hundred schools of thought contend”* 
without them trying to stifle each other. Thus it could be possible to ease 

*  Mao Zedong, speech in Peking, 27 February 2957.
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off the pressures for everyone to conform in thought and behaviour to the 
official standard of the day, without falling into the opposite extreme of 
self-assertion and self-seeking in a competitive, conflictual manner.

Such partial freeing-up of individuals need not create undue tensions 
and frictions, since during the last few decades the sense of national iden-
tity and cohesion has been significantly enhanced, even though linguistic 
and, in the peripheries, ethnic differences continue to exist.

Is it conceivable for the present unitary power type of political govern-
ance to evolve towards a consensual one? In the long run it probably 
must. The population is huge; the differences between regions significant. 
Complete homogeneity and uniformity of approaches is hardly possible. 
Geniuses such as Mao – with a great will and vision and, thus, the personal 
power to mobilize and lead such a huge nation – do not get produced, they 

Fig. 12.
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occur. A second one may not be forthcoming for a long time. Even during 
his lifetime, there were obvious differences in views and power strug-
gles in the party hierarchy. There is a need and, perhaps, a possibility to 
evolve a system in which larger numbers of people would participate in 
decision-making at the top, more in the spirit of accommodation than with 
a “win–lose” type of approach. This would create a greater sense of joint 
responsibility rather than having factions setting political traps for each 
other. The shared power system would allow various regions to move at 
different paces and with different priorities; in short, it would be able to 
cope better with the heterogeneity that is unavoidable in a continent-sized 
country. Another driving force behind such an evolution is the need for 
the political governance to reflect “the blossoming of the hundred flow-
ers” that, by then, would be underway. Failing that, a serious mismatch 
would arise between the evolving values and political governance.

Some evolution of the economic system will also be inevitable. Once 
enough blast furnaces, steel mills, new railroad lines, refineries and ferti-
lizer, truck and tractor plants are built, the next stage of development will 
have to be ushered in, with diversification in the range of both industrial 
and consumer products. In such a stage of development the economic 
objectives multiply and the complexity of planning and controlling from 
the centre grows exponentially. It requires, therefore, real decentraliza-
tion in economic decision-making and more points at which initiatives 
can be taken and resources allocated. Opening up to increased external 
trade – hence exposure to foreign standards and methods – will enhance 
the need and the opportunity to undertake initiatives on many different 
industrial fronts. In short, some decentralization of economic authority is 
the precondition for effective functioning of the economy in the coming, 
more advanced stages of China’s future development.

Could the above mean a recourse to a free enterprise system? Clearly 
not in its classical form. Restitution of profit maximization as the primary 
objective of any economic unit and the individuals within it would go di-
rectly against the egalitarian-cooperative predispositions, which by then 
are likely to be more securely rooted in the people. Restitution of private 
ownership, particularly in industry, would be very difficult and politically 
unwise. Who should become the new owners? How to justify the creation 
of the propertied new class vis-à-vis the rest of the society? Would this 
not be a betrayal of the spirit of the revolution?
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What seems feasible, though, is a gradual transformation from a state 
to a more cooperative type of property ownership. Wherever they settle, 
Chinese immigrants demonstrate a strong proprietary and acquisitive 
instinct as well as high achievement drive. They tend to do very well eco-
nomically in all their adopted countries. Yet their proprietary and acquisi-
tive instincts seem to be readily subordinated to family interests. Assum-
ing that these traits are characteristic also of the Chinese within China, it 
should be feasible to tap these coexisting instincts and drives within the 
cooperative ownership structure. This could be more readily done if the 
economic units are small or homogeneous enough to engender a sense of 
identification and commitment from their members, if the links between 
individual effort, group output and rewards are close enough, and if the 
distribution of rewards is perceived as equitable. In agriculture this may 
imply a transformation of the present huge communes (30,000 people 
is not unusual); central administrative bodies would service communal 
needs such as education and health care, whereas the economic functions 
of production of food and selling of surpluses could pass to smaller units 
with joint title to land and a large degree of autonomy.

An even more necessary and easier reform will be the introduction of 
greater freedom of the market. This will respond better to the future need 
to direct resources to where they are most needed and can be used most 
effectively. In a huge country like China such functions would be difficult 
to accomplish through central planning and control. Some freedom of the 
market will also assure that economic units (enterprises, communes, coop-
eratives) stay above a certain minimum threshold of efficiency. The gov-
ernment would still maintain overall control of the economy by announc-
ing key priorities, extending credit on differential terms, act as a big buyer, 
and set limits on some prices. It would rely more on voluntary discipline 
and peer-group control, sustained by continued intense effort in “social 
education”, than on compulsion or cumbersome bureaucratic control.

What should occur in parallel with the evolution described above is 
some stabilization of the societal order. During the last few decades, Chi-
na’s leadership made rather abrupt changes in direction – “left, right, left, 
right” – with the whole society oscillating between the so-called “mes-
sianic and pragmatic” phases.* We know from physics that the greater 

*  Mende, T., lectures at CEI, Geneva.
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the speed and mass, and the sharper the turn, the greater the centrifu-
gal force. This law also applies to social phenomena. Another couple of 
abrupt changes and Chinese leaders could end up marching in one direc-
tion while the masses might keep moving in another.

It seems safe to speculate that the required stabilization would come as 
an automatic by-product of the shift towards a consensual power system. 
Consensus, by definition, eliminates sharp oscillation. The slowness of 
changes in a country such as Switzerland is eloquent proof thereof.

The final – and perhaps most difficult – challenge to the Chinese within 
the next few decades is their integration into the rest of the world. Much 
stands in their way. First, the many centuries of aloof, superior attitude 
towards the outside. Then a century of humiliation by that world. This 
was followed by protracted conflict with the USA as the representative 
power of the contemporary world, plus the disillusionment in and falling 
out with the Soviet Union, China’s ideological partner – turned into its 
greatest enemy. All that predisposed and partly forced China onto the path 
of self-reliance, independence and virtual isolation. How, then, can the 
Chinese just step back into the ranks and start marching in tune with the 
rest of the world? It may seem improbable, but it is not impossible.

Normalization of relations with the USA was a big psychological bar-
rier. The Chinese have jumped it, if not with joy, then at least with the sat-
isfaction that they strengthened their position vis-à-vis the Soviet Union. 
The badly needed and officially proclaimed “four modernizations” not 
only make it indispensable for China to open up, but also legitimizes the 
move. The Chinese are confident that they can learn quickly from the 
outside world. But the fact that they put themselves into a learning pos-
ture, even though at first limited to technological know-how, creates a 
precedent conducive to future friendly interaction with other countries.

Smoking the “peace pipe” with Japan, and plans for greatly expanded 
trade with it, is perhaps the most significant single step towards reconcili-
ation with the world. The trade-off was fairly clear: on one side, memo-
ries of wars and humiliation suffered at the hands of Japan, their “cultural 
satellite”. On the other side is the cultural affinity and great attractiveness 
of the combination of the mass of diligent and intelligent Chinese (with a 
broad resource base) with Japanese capital and know-how. The power of 
the combination is obvious. For it to work, however, China will have to 
make some accommodations to a different political and economic system. 
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This will be a good lesson in polyvalence (how to connect and work ef-
fectively with the unlike), the key prerequisite to becoming a partner in a 
world system – not a master of it, but not its victim either.

Should the Chinese follow, in their future evolution, paths such as 
those described above, the image that emerges is of a society:

– that is far from affluence but some distance from poverty;
– in which traditional virtues of loyalty and obedience work most strongly 

at the bottom of the societal pyramid;
– in which individuals will have regained some right for autonomous exist-

ence rather than being just the molecules of a collective organism; yet
– in which there are still many constraints against aggressive self-assert-

iveness, both voluntary and imposed by social groups;
– with a government in which power is more broadly based, hence with 

less need for “smashing the Gang of Four” or other such leaders turned 
into “enemies of the nation”;

– with fewer jarring turns in direction;
– with a somewhat more liberal economic system providing a better op-

portunity for the innate Chinese economic talent to be transformed into 
productive output; and

– that feels neither very superior to the rest of the world nor victimized 
by it and that is ready to accept and accommodate itself to the hetero-
geneous nature of the outside – in the knowledge that every colossal, 
heavy step it takes will leave a deep footprint on the world order.

Day dreaming? Wishful thinking? Some of both, but only after screening 
out many other visions, such as:

– China going through further big convulsions? They may have had 
enough of these to last for several generations.

– China going to the extremes of totalitarianism? Once a society gets 
“ventilated” a bit, as is happening now, such an option becomes more 
difficult.

– China aggressing and conquering the world? An impossible enterprise.
– China changing its course wildly? It could break the country at the 

seams.
– China going into total isolation? The economic cost of it would be 

enormous.
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– China falling asleep again? It just woke up. Its dynamism is that of a 
nation reborn.

– China thrown into a world melting pot? The chunk is too big to melt.

To speculate and hope that China will follow “sensible” paths in its march 
into the future is to count on a happy synergy between that country’s 
traditional wisdom and current preparedness to learn from the rest of the 
world. For a reasonable world order to emerge some day, China must 
behave in some such way as described above. The least we can do is to 
hope for it.

WESTERN EUROPE

To many people, United Europe is an old dream; to some who witness 
its birth pains it is closer to a nightmare; to most it is more of a blueprint 
than a reality. Europe is a clear geographical entity and a continent with 
much common cultural heritage. Politically, it is two blocks, West and 
East, coexisting in an uneasy truce, and economically it is three different 
entities – EEC, European Free Trade Association  (EFTA) and Council 
for Mutual Economic Assistance (CMEA).

The fate of Central and Eastern European countries is tied to that of 
the Soviet Union. EFTA countries are held together by the common desire 
to maintain their political neutrality even at the cost of greater economic 
advantages that might accrue to them if they were to belong to the Eu-
ropean Common Market. With time, they are likely to gravitate towards 
and integrate with the EEC, which constitutes the core of Europe and 
its promise for the future. I will examine this “nucleus of Europe”, plus 
Sweden and Switzerland, whose experiences seem particularly relevant 
for the future.

For several centuries Europe was a leading continent, a source of cul-
tural, religious and technological ferment. It has also been a continent 
with a high internal self-destructive capacity. The number and intensity 
of conflicts between its various countries is quite amazing. Given such 
a history, has Western Europe become by now a conglomerate of wiser, 
mature countries, or just ageing ones, or both? What is its current position 
and its likely future destiny? What role, if any, can it play in advancing 
the cause of a true world order?
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1. The Present State

The economic potential of the EEC is impressive – provided the eco-
nomic policies of member countries are sufficiently well harmonized and 
their comparative advantages maintained and fully utilized. The Com-
munity is not fully homogeneous. Its southern member and prospective 
members are at somewhat earlier stages of industrial development than 
the northern ones, having gone through their “economic take-offs” more 
recently. Among the northern ones there are the more dynamic countries 
such as Germany, but also the somewhat “exhausted” members such as 
the UK. On the whole, however, they have a number of common de-
nominators such as relative proximity to each other in economic maturity, 
the predominance of export-oriented industrial sectors in their economic 
structures, and heavy dependence on imports of raw materials.

Politically, Europe is not a picture of overwhelming strength. It does 
not have enough military clout; it continues to depend on the American 
military umbrella; and even the force de frappe is of greater importance to 
the French ego than to the world balance of power. The Community is not 
yet sufficiently politically united. Its voice does not carry enough power 
in world politics since it is not based on a common policy. Its responses 
to new situations and events are not harmonized well enough. As a result, 
Western Europe seems politically impotent compared with its past posi-
tion and with its present combined GNP. Does all this mean that we can 
classify Europe in its proper place in history, give it full credit for its past 
accomplishments, and “file it away”? A tempting conclusion, but some-
what hasty. A very different picture emerges if we view Western Europe 
through the perspective of some individual countries and the probable 
future developments in the world.

FRANCE

France seems able to live with some contradictions and to perform rea-
sonably effectively despite them. It has dismantled its empire without 
appearing drained. It is kept in a state of tension by ideological conflicts, 
party divisions and adversarial relations between management and the 
highly politicized labour unions. It has egalitarian political mottos, yet 
also an elitist educational system used as an instrument for the selec-
tion and preparation of those destined for leadership – a real model of 
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“meritocracy”. Despite the rapid turnover of governments prior to De 
Gaulle, the loss of captive foreign sources of raw materials and markets, 
frequent industrial unrest, the eruptions of 1968, and the near electoral 
victory of a temporary friendly coalition between communists and social-
ists, the economy has performed quite well. Productivity increases have 
been consistently high. The GNP has grown at a rapid pace for prolonged 
periods. The standard of living of the bulk of the population has improved 
substantially. Its currency, after some shakiness, has stabilized. Its pres-
ence on the international scene has been felt. Its self-assertion vis-à-vis 
the USA and NATO, independent policy towards the USSR and early 
opening up to China, are but a sample of its diplomatic initiatives.

France’s role in the construction of Europe is also characterized by 
contradictions. A Frenchman, Jean Monnet, provided much of the vision 
and a blueprint for the EEC, but De Gaulle and his followers held out for a 
Europe of independent nation-states. Yet we see Simone Veil as president 
of the European Parliament. The French held out for “punishing” their 
former friends, the British, for late entry into the EEC, while promoting 
close consultations at the heads-of-state level with their former enemies, 
the Germans. In spite of such contradictions (and partly by drawing some 
energy from the tensions caused by these contradictions), France has 
carved out an important position for itself within the EEC.

The recent picture is more sombre. After the oil shocks, a number of 
industrial sectors (steel, textiles, shipbuilding) showed their fragility; un-
employment rose sharply as has inflation. The textbook liberal economic 
prescriptions, while sound per se, do not produce the expected results 
sufficiently quickly. They might work better in a country with greater 
voluntary adherence by all sectors of the population to national impera-
tives than one finds in France.

How then does France’s balance sheet look and what are its future pros-
pects? While there is a shortage of oil, the country does have some natural 
resources, a strong agricultural base and a broad industrial foundation. It 
has demonstrated the capacity for significant technological breakthroughs 
(Caravelle, Citröen, Airbus, breeder reactors, Michelin tyres). Its societal 
order holds together despite the obvious stresses and strains. Values are 
very much of the individualistic type, yet strong feelings of national iden-
tity and pride evoke patriotic service-oriented modes of behaviour from 
many members of various elites.
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The political governance is of a countervailing nature, with party politics 
a favourite occupation of many. The presidential regime, though, provides 
the possibility for rising above party politics and co-opting people into 
government on the basis of competence rather than just party loyalty. The 
seven-year presidential term provides for more continuity than in other 
democracies. The ideological splits are profound, and the present govern-
ment seems balanced on a razor’s edge, yet the differences within the “left” 
are too great for them to unite and tip over the present political ediface.

The economic system is essentially of a free enterprise nature, but in-
dicative planning was a French invention and concertation, as a process 
of harmonizing objectives among free agents, is a French word, at least as 
used in its economic connotation. There are state-owned enterprises, but 
at least some of them (Renault) are submitted to the discipline of a free 
market and the invigorating bath of international competition.

Conceptually at least, the above system can combine some of the ad-
vantages of both the free enterprise and command types of economies. 
The important yeast and glue in the whole societal structure of France 
are its “meritocrats”. They are admitted to elitist schools because of 
their intelligence, groomed in them for hard work and dedication, thus 
predestined and moulded for positions of responsibility. These modern 
“mandarins” with professional know-how are out of tune with France’s 
egalitarian philosophy, yet they continue and will continue to act as an 
important part of the societal propellant – its flywheel and keel.

GERMANY

Germany has become the centrepiece of the European ediface because 
of its outstanding economic performance, its political stability and its 
predictability.

After the postwar reconstruction helped by Marshall Plan aid, Germany 
took off and has been flying at high economic altitudes ever since. This 
has been due to a number of factors. After the disastrous experience with 
Nazism and the physical destruction and division of the country into two, 
there was a clear consensus in western Germany that reconstruction of the 
country and reconciliation with its neighbours were the overriding objec-
tives. What followed were sound economic policies, modern machinery 
and a renewed infrastructure, steadily rising productivity, a resultant 
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good export performance, growing solidity, and the strength of the cur-
rency. All of the above were greatly facilitated by industrial peace, in turn 
made possible by a traditional predisposition to self- and organizational 
discipline and enhanced by social partnership between management and 
labour within the legal framework of codetermination. The country not 
only absorbed many immigrants from the East but later accelerated its 
economic pace by importing large numbers of willing “guest workers” 
from the Mediterranean countries.

“Social partnership”, while still debated on the inside and questioned 
by many on the outside, needs further comment. Promoted by the UK and 
partly by the USA as a preventive medicine against the resurgence of a 
German “military–industrial complex”, the inclusion of labour in man-
agement did not emasculate German industry but rather allowed peaceful 
resolution of potential conflicts and enhanced the political stability of the 
country through the integration of labour into its power structure. How 
was this possible?

Although nineteenth-century Germany spawned Marx and twentieth-
century Germany saw the Nazi totalitarian perversion, a quite different 
native tradition of values was also available. In some parts of German 
society there was a view of class cooperation that, for example, had led 
Bismarck to introduce the world’s first workers’ health insurance schemes 
in the 1870s – about 50 years before anywhere else. There was, in fact, an 
early ideological foundation for the idea of “partnership” between owners 
(contributing capital) and labour (contributing their work) – as opposed to 
a hierarchical and conflictual relationship between owners and hired, sub-
ordinate labour. The elements of the institutional arrangements that made 
the system a functional one include: a postwar consensus about the need 
for reconstruction; acceptance of the legitimacy and even efficacy of the 
free enterprise economy by organized labour; sharing of power through 
information and consultation with works councils; and making decisions 
on key objectives and policies through the supervisory boards on which 
labour representatives could exercise their influence by participating in 
appointments of management boards without getting into operating man-
agement decisions.

The socialist government has favoured the distributive brand of so-
cialism, helping free enterprise produce effectively and correcting some 
distributive injustices of the free market through government actions.
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There are, however, some clouds on the generally sunny horizon. The 
oil crisis precipitated much unemployment. Growing social overhead 
costs have reduced private capital formation. Generalization of codeter-
mination laws has heated up some spirits and opened up some wounds. 
But the balance sheet and prospects look good: some growth in GNP, 
excellent export performance, great monetary reserves, and growing 
investments abroad, both in major markets such as the USA and in up-
coming countries such as Brazil. The wave of terrorism subsided without 
precipitating the freedom-limiting reactions hoped for by extremists. The 
misdeeds of the Second World War have been partly paid for, partly for-
given, partly forgotten, and, by some of the younger generation, simply 
not known. The division of the country is painful, but the reaction to it is 
one of resignation rather than of battle cry.

The societal order seems reasonably in tune. Dominant values are of 
the individualistic kind but tempered by a sense of discipline and an in-
stinctive ability to work in organized settings. The political governance 
is formally of the countervailing type. There is some sharing of political 
power through the federal structure of the country, the ability of the more 
conservative elements to exercise their influence in industry, of the leftist 
intellectuals in academia, and of labour leaders on supervisory boards or 
in the parliament. The economic system is of the free enterprise type but 
aided by government policies rather than stifled by excessive bureauc-
racy. The country seems, therefore, well poised for the future.

ITALY

Italy surprises by its elasticity. Other societies seem to be of more crys-
talline structure; under pressure some of their component elements get 
crushed. In Italy they get compressed or stretched and the country con-
tinues to function. There are striking dualisms in Italy: the agriculturally 
prosperous and industrially avant-garde north, and the underendowed 
and underdeveloped south; the biggest state-enterprise network in West-
ern Europe, yet quite dynamic private sectors. There are a few firms of 
global stature and a multitude of small ones where the native flair for 
creative improvisation fills the cracks when they open up in larger units. 
There is the most powerful Communist Party outside of China and the 
Soviet Union, yet three decades of reign by rather conservative Christian 
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Democrats despite the spectacle of semicontinuous government crises. 
The improbable entente between the two parties to share in power, and 
therefore in responsibility, was almost consummated formally. If such an 
entente is to transpire in any country, it will be in Italy. As a nation-state, 
Italy is young. Compared with its predecessors, the Roman Empire and 
the city-states, it has a short but spicy history. It embraced alternatively 
dictatorial and democratic regimes. It has exported its vigorous popula-
tion to both Americas, it has gone through a highly effervescent Italian 
economic miracle that absorbed its growing labour force and, since then, 
it has again “lent” large numbers of able-bodied workers to its more afflu-
ent northern neighbours.

Not having the benefit of a world language like English, and without 
the predisposition to learn foreign languages like the Dutch or the Swiss, 
the Italians manage nonetheless to be among the first explorers of new 
foreign opportunities such as in the Soviet Union (Fiat) or the Arab coun-
tries (first through Eni, then turnkey plants).

The dualisms mentioned above, the ideological splits, the industrial 
strife, and eruptions of violence show clearly that the country has not 
been homogenized. In a sense it has not settled down. Its societal order is 
a delicate ediface since it cannot be anchored in deeply shared values/be-
liefs. The predominantly individualistic values, the partisan political gov-
ernance and the mixed economic system (free enterprise, state capitalism) 
partly match, partly just coexist. The flexibility, adaptability and a certain 
ease of Italians when confronted with incompatibilities, keep the society 
moving. Much of the leadership, whatever their ideological convictions, 
seem genuinely European minded. This will be an asset to Europe, since 
the “elastic” nature of Italy will help ease the strains between less flexible 
constituent countries. The dowry that Italy brings to Europe is a colourful 
assortment of rich history, some poverty, experience with various forms 
of political governance, a hybrid economic system, sophistication, and 
the art of accommodation.

THE UNITED KINGDOM

The UK is the mother country of parliaments, the originator of the in-
dustrial revolution that transformed the face of the earth so profoundly, 
the builder of the biggest empire ever known. The transition from Great 
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Britain – The Empire – to the present United Kingdom – a medium-sized 
island country – has not been without consequences. Superbly effective 
in achieving its previous geopolitical objectives, it has been slipping on 
those measures of effectiveness by which others assess it and by which it 
now assesses itself. The societal order that served well in the past has not 
evolved much, while the environment of the country has gone through a 
real mutation.

Primacy of the individual has been the capstone in the hierarchy of 
values of the Anglo-Saxon world. The assertion and securing of individ-
ual rights has been the driving force behind the evolution of political and 
social institutions in the country, moving from despotic to constitutional 
monarchy to a fully parliamentary system with people as the ultimate 
source of authority, exercised through voting rights.

Self-fulfilment drives found their expression not just in politics but 
also in technical innovation and in building and running an empire that 
attracted the ablest for its management. Some of the affluent could ex-
teriorize their talents in imaginative pursuit of gentlemen’s leisures. A 
clear social totem pole and priorities in life emerged: foreign service and 
domestic civil service, with other occupations such as industry ranked 
clearly below them; the dignity of inherited wealth, however acquired, 
yet some disdain for acquiring it through pedestrian pursuits such as pro-
duction or trade of goods. National solidarity and some subordination to 
national purposes were maintained by the challenge of external opportu-
nities and accomplishments.

The captive or preferential sources and markets have disappeared, and 
spaces and opportunities shrunk. The mundane challenge of contributing 
to a better balance-of-payments position does not evoke the same qual-
ity of response. There is some crisis of aspirations since current feasible 
goals look pale in comparison to past achievements. Marching in unison 
to industrial tunes to meet the Japanese and other such challenges does 
not come easily to the British.

The nature of the political governance and the structure of the labour 
unions do not help. Development of a countervailing power system was a 
great improvement over the prior unitary power exercised arbitrarily by a 
despotic monarch – a great step forward in the political evolution. In recent 
decades, symptoms of malfunctioning of this system have surfaced. The 
right to oppose is sanctified and opposition becomes almost a purpose 
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in itself. It leads to polarization of energies, conflicts, frictions – a form 
of political-social entropy in which potential energy gets converted into 
waste social-political heat. This is reflected in changes in governments 
(not bad), reversals in policies such as nationalizations or denationaliza-
tions, stop and go (bad), and industrial unrest (very bad), putting industry 
at a disadvantage in international economic competition. The emergence 
of unions was a necessary and correct response to the abuses of the in-
dustrial revolution period. Their organization along craft lines, natural 
enough at the origin, is now an anachronism, increasing unions’ capacity 
for mischief (a few can throw many thousands out of work) while reduc-
ing their ability for constructive use of power because, given their divi-
sions, they cannot participate in the management of companies nor of the 
country. Labour is thus powerful, yet not really integrated into the direct 
power structure, its links with the Labour Party notwithstanding.

The economic system is basically of the free enterprise type, though 
with an overlay of state capitalism. Within it are several firms able to 
match the best in the world in technical and managerial quality, but the 
economy as a whole underperforms. Adding to the difficulties of proper 
mobilization of energies on the economic front, explored above, is the 
burden of the state sector. In most cases, firms or sectors have been na-
tionalized because they were ailing. There is ample evidence that change 
in ownership alone does not improve the performance of firms. In order to 
be efficient, state-owned firms need to be subjected either to the discipline 
of competition or to rigorous and powerful planning. A real command 
economy seems an anathema to the British. Acceptance of the full rigour 
of a free market would be politically difficult. Voluntary subordination 
to national plans cannot be counted upon; in peacetime its imposition is 
totally contrary to the spirit of the country.

The directions of desirable evolution are clear: more cooperative, soci-
etal orientation; voluntary subordination as happened during the Second 
World War; a national coalition type of government, as has been proposed 
by some; better integration of labour into the power structure and, thereby, 
its mobilization for more productive purposes; maintenance of a free 
market discipline, but better voluntary harmonization of economic and 
industrial priorities. Is such an evolution likely? There are forces ranged 
against it. Loss of position relative to other countries occurred slowly, 
almost unnoticed by much of the population. Great political freedoms and 
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an agreeable lifestyle will not be risked. Accustomed to being a leading 
nation and teaching the others, Britain now finds it difficult to spot and 
borrow new wisdom from formerly “lesser countries”.

Yet there is growing knowledge of world realities, acceptance of mem-
bership in the EEC as one among equals, and a new generation to whom 
the standards of their grandfathers are no longer relevant and the tradi-
tional institutions less sacred. The unexpected new oil wealth could act as a 
booster to the determination of the British to realign their ranks and march 
faster on the economic front. It could also act as a tranquillizer, postponing 
the need for reform and greater societal discipline. Should the former be 
the consequence of the North Sea wealth, then the UK would emerge in a 
couple of decades as a healthy partner in the new European construction.

BELGIUM AND THE NETHERLANDS

Belgium and the Netherlands have many common characteristics and for 
our purposes can be treated together. Geographical proximity, size of ter-
ritory and population, level of economic development, loss of colonies 
without undue trauma, high rates of increase in productivity and wage 
levels and are examples of such common traits.

The societal orders are also similar. While values focus on individual 
rights, they are balanced by strong concerns for social justice. Both may 
be more accentuated in the Netherlands. Both countries are constitutional 
monarchies with coalition governments – the divisions among “partners” 
being stronger along ethnic (Flemish–Walloon) lines in Belgium and 
along social–economic policy lines in the Netherlands. The economic 
systems are rooted in free enterprise, with the Netherlands having flirted 
with indicative planning-forecasting and distributive justice. The main 
constructive lesson that can be drawn from the experience of the two 
countries for the construction of larger political structures such as Europe 
is that coalition types of government and, therefore, sharing of power are 
viable, even where sharp linguistic or political differences exist.

One could also extrapolate from their current experience to show how 
relatively small changes in institutional arrangements could improve the 
functioning of a coalition, shared-power type of political governance.

Let us take the case of the Netherlands. After general elections, the 
leader of the strongest party is normally asked by the Queen to become 
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the prime minister and form a government. He then has to approach 
various parties, asking their representatives to join the cabinet. Before 
joining, candidates pose certain conditions for programmes or policies 
that the new government must either pursue or oppose, in line with their 
respective party’s key objectives. Much “political horse-trading” ensues 
and, recently, it took six months to form a government. The government 
thus formed starts with some a priori conditions, constraints and com-
promises. It is not easy then to pursue a policy in the general interest 
of the society. Instead of the above procedure, the prime minister and 
cabinet members could be elected by the parliament, with candidates in 
proportion to electoral strengths of their parties but without any condi-
tions attached to their election. The cabinet members could thus be at 
least partly “liberated” from the inhibitions of party politics and dedicate 
themselves more fully to the service of the country. The example of Swit-
zerland shows that such a system can function very well provided, of 
course, that other institutional arrangements such as direct democracy are 
also part of the system.

SWEDEN

Sweden, one of the non-EEC countries included in this discussion of 
Europe, has been chosen since it is the largest Nordic country and the one 
eliciting most debate. Some see it as a standard-bearer for progressive 
countries, others as a prime example of “creeping, stifling socialism”. It 
certainly has offered the clearest model of distributive socialism.

The country has turned around dramatically during the past century. It 
changed from a nation with an impoverished population afflicted by ram-
pant alcoholism to a country with one of the highest standards of living, 
one of the most equitable distributions of income, and one of the most 
advanced social security systems. Nominally, it is politically neutral, yet 
at the same time it is among the most politically engaged in international 
affairs. It is very vocal in defence of “underdogs”; very much a citizen of 
the world and proving it by its generosity in foreign aid.

The transformation from relative backwardness to this avant-garde 
position has followed a strictly evolutionary process, with a slow but 
steady pace – a good example of a “bootstraps” operation. After healing 
its wounds from foreign adventures, after shedding the excess of its poor 
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population to North America, the country started tapping its resources 
such as iron ore and wood, which were increasing in value, more produc-
tively. From extracting and processing, Sweden moved to manufacturing, 
and a healthy secondary sector developed. By the 1950s, Swedish in-
dustry could match the modernity and sophistication of the largest, most 
advanced countries.

What have been the main ingredients of the success? Clearly, these 
have included the development of institutional arrangements and rela-
tions that maintained political and industrial peace and that encouraged 
technological innovation, increases in productivity, the phasing out of 
noncompetitive activities and the development of those with new com-
parative advantages in international markets. The constant increases in 
productivity throughout the whole economy provided the means to fi-
nance the “cradle-to-grave” welfare schemes, raising the standards of the 
poor without crushing the rich. The above, fairly rosy, picture was reason-
ably accurate until the mid-1970s.

While there have been many contributing causes to Swedish progress, 
two factors can be singled out: the “Saltsjöbaden spirit” of labour-man-
agement peace and a distributive brand of socialism.

The meeting in Saltsjöbaden in 1938 between management and labour 
representatives provided the basis for subsequent, essentially cooperative 
rather than adversarial relations. The extra effort required for management 
to inform, consult and negotiate with labour, and the fact that wages were 
pushed up at a steady pace, were counterbalanced by lasting industrial 
peace, cooperation of labour in technological innovation, restructuring of 
jobs and industries, constant upgrading of labour skills (the labour unions 
even ran productivity improvement courses), thus constantly improving 
productivity, and a real basis for higher wages and more generous wel-
fare schemes.

The economic system that was adopted by the socialists contributed to 
the good functioning of the whole society. By adopting distributive so-
cialism, they differentiated sharply between the creation of wealth, which 
at that stage they felt could be done most effectively by private enterprise 
(private ownership, profit maximization and free markets), and the more 
equitable distribution of wealth, which was thought to be the primary role 
of a government concerned with social and economic justice.
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Politically, the country was stable because there was steady progress 
for most members of the society, organized labour was integrated into the 
power system at the enterprise and national levels, and owners, entrepre-
neurs and managers, while penalized by heavy taxes, were left with some 
scope for action, initiative and decision-making. The whole societal order 
seemed sound.

The picture has become more sombre in the last few years. The social 
legislation/social security developed its own momentum, as did bu-
reaucratization and wage increases. Wages were increasing faster than 
productivity. When the cheap energy bubble burst, the strains surfaced, 
competitiveness declined, and, by that time, the omnipresence of even a 
benevolent government began to weigh heavily on the population. After 
more than four decades, the government changed; a few years later a 
major strike occurred.

Despite some necessary pains of readjustment and despite the rela-
tive weakness of the current coalition government, the capacity of the 
society to maintain a relatively high level of effectiveness is probably still 
present. It resides in the basic ability to avoid sharp polarization and major 
conflicts, to share power, and to seek both economic efficacy and greater 
equality simultaneously without putting the two in sharp opposition.

The lessons that could be drawn from the Swedish experience, there-
fore, are that there are ways of sharing power with labour and that dis-
tributive socialism, if it maintains market sanctions, performs better both 
in terms of economic efficacy and social justice than “ownership social-
ism” (i.e. the model that postulates that nationalization of the means of 
production leads to better distribution of wealth and greater social justice, 
with economic efficacy maintained). There are not many convincing ex-
periences of this kind of any model value.

SWITZERLAND

Switzerland is included in this analysis because the country functions 
well both economically and politically. Without any resources to speak 
of, it reached the highest GNP per capita among the OECD (Organiza-
tion for Economic Cooperation and Development ) countries. Despite its 
small size, four languages coexist within its boundaries. It is exception-
ally stable politically, with very little social alienation. The key to its good 
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performance is surely the unique nature of its political governance, which 
is described here in some detail.

Switzerland, as its Latin name Confederation Helvetica (CH)  de-
scribes, is a confederation, of 23 cantons (three of which are divided into 
half-cantons), consisting in turn of some 3000 communes. The cantons 
came into the confederation at various periods beginning in 1291, with 
the last created as recently as 1978. Each canton has its own constitution 
and a great deal of autonomy. The two-chamber federal parliament has 
representatives of four major and five minor parties varying from com-
munist to rather conservative. The four major ones, with over 85% of 
the representatives, form a permanent coalition. The federal government 
consists of seven cabinet ministers, elected by parliament for four-year 
renewable periods. One of them is elected by parliament to act for a one-
year period as the “president”. He is actually just “the first among equals” 
with no special powers. The cabinet acts in a collegial fashion. In electing 
the cabinet, care is taken to ensure proportional representation not only 
of the parties but also of main language groups, regions and religions. 
Since cabinet members are not appointed by a president or a prime min-
ister, but elected by the whole parliament, they are neither the president’s 
subordinates nor the mandated spokesmen of their parties. Their mandate 
is to serve the nation. There are no cabinet crises. The key principles and 
design features of the Swiss political governance are the following:

Heterogeneity – not melting pot. This is fundamental. The system of 
governance is constructed so as to preserve cultural, linguistic, regional, 
religious and political differences. Despite the cultural centrifugal pulls 
from neighbouring countries (France, Germany and Italy), there is great 
national cohesion, a “unity in diversity”; no excess love for each other, 
just a commitment to a set of political, economic and social beliefs with 
regard to the forms of governance and common destiny.

Sharing of power. Given the existence of four language groups, two 
main religions, regions with different endowments, and thus different 
economic profiles and problems, it would not be possible to have two 
parties represent the various interests sufficiently well. Four major ones 
have emerged, cutting across language and regional boundaries. To 
retain the commitment of the various sectors of the population, they are 
all given the possibility to influence the system, to partake in decisions, 
and, as a counterpart, they behave responsibly towards it without forming 
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oppositions that attempt to diminish the capacity of the ruling party to 
govern. There is thus no polarization and no harsh competition for power, 
but rather sharing of it.

Majority accommodates the needs of minorities. This is contrary to the 
principle of majority rule in other democratic systems. It is not a matter 
of the constitution but of convention, of common understanding. In order 
to maintain cohesion, the weaker must feel secure. Thus, even though 
roughly 70% of the Swiss are German-speaking and only 20% speak 
French, when people from the two groups meet the language will almost 
invariably be French. Power is considered to be more of an obligation 
than a privilege.

Collegiality – not individual authority. While cabinet members have 
assigned portfolios, major issues are debated and resolved in a collegial 
fashion through the building of consensus, in broad consultation with 
those outside of government who are likely to be affected.

Common men – not supermen. The president is only a primus inter pares. 
He has no more power than any other cabinet member. There is no apex, 
no single person with ultimate authority. The fact that the majority of the 
Swiss do not know who their current president is does not mean that they 
are illiterate, but that the fact is unimportant. There is no need nor room for 
either charisma or superior abilities. The men at the top have percolated 
through the filters of service, integrity and competence. They evoke neither 
ecstasy nor hatred; they are just expected to do a reasonable job.

Diffusion – decentralization – not concentration of power. This is a 
natural extension of the principle of sharing of power. Even though Swit-
zerland is a small country, it is not a unitary but a federal state, with much 
authority retained at cantonal, communal, and even district association 
level, not to mention the various trade associations. Symbolic of this is 
the fact that Swiss citizenship is granted not by federal but by cantonal or 
communal authorities.

Direct rather than representative democracy. The right to participate 
directly in all key decisions is preserved through the medium of the initia-
tive by which the constitution can be amended, the referendum by which 
a law enacted by parliament can be repealed by popular vote at cantonal 
or communal level, varying from proposed increases in taxes to a new 
football stadium. If any of the governance bodies get out of tune with 
the concerned sectors of the population, they are brought back in line 
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by almost twice-monthly votes on something or other. This acts as an 
inoculation against the abuse of power.

More interest – more influence. Some political philosophers worried 
about the wisdom of the principle “one person, one vote”. They recom-
mended weighting votes according to property (right) or education (pre-
sumed ability). The great variation of the participation in the frequent 
voting in Switzerland proves to be an automatic weighting according to 
interest in a given issue. The participation varies from 20% to over 80%. 
This worries some, but then why should people vote on issues about which 
they are indifferent? Is it wrong that only those who might suffer from the 
increased noise of the expanded airport, or those who might benefit from 
the increased traffic, bother to vote?

Power means responsibility, not privilege. When the president is 
elected, hardly a single person changes his position. There are not many 
favours to be handed out, no gains to be made. There is no great glory, nor 
even a promise of a big cheque for memoirs to be written about the scan-
dals committed while in office. There is, therefore, no hypnotic appeal 
of power, little hunger for it, or little chance for perverse use of it. Only 
“absolute power corrupts absolutely”, and anyone’s power in Swiss poli-
tics is far from absolute.

Is Switzerland a useful model?
The above “principles” highlight the positive features. They may sound 
idyllic. There are some darker shades: some abuses occur, wrong judge-
ments are made, partisan views can creep in. The system is unexciting, 
lacking in glamour, unattractive to the young, and not very newsworthy. 
It is a “dampened system”. It changes slowly, through marginal adjust-
ments. This has some merits: it is not a swinging pendulum, there are no 
exaggerations, thus little backtracking; no euphoria, but few pressures 
build up; no exhilaration, but no gross alienation either through the loss 
of feelings of significance, as occurs elsewhere.

And, well, it works and has been working for quite a while. It is clearly 
one of the key causes of the country’s prosperity. Switzerland’s economic 
“miracle” obviously is not due to the country’s natural resources, since 
there are none, nor to its numbered bank accounts, since the inflow of 
foreign capital is mostly a nuisance, given a very positive balance of pay-
ments, but is due, rather, to the fact that almost every Swiss person knows 
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how to do something reasonably competently and does it reasonably con-
tentedly. Not too much energy is wasted on political friction, most of it is 
mobilized to produce something economically or socially useful.

Switzerland can, perhaps, be a model to countries that are reaching a 
certain political maturity and can start shifting away from the polarizing, 
friction-generating two-party system towards the shared power system. 
It has some lessons to offer to mature countries composed of different 
cultures, such as Canada, on how to maintain national cohesion by giving 
constituent groups a sense of cultural security and a real stake in the 
system through direct participation in political decision-making.

The Swiss experience may even be relevant for a very large country 
such as the USA. The pluralism of which Americans are justifiably proud is 
not accommodated very well by the present institutions. There is evidence 
of centrifugal, polarizing, and even “balkanizing” forces in the country. 
As the interests of regional, ethnic and other groups diverge, they mani-
fest themselves as conflicts whose resolutions make some into winners, 
others into losers. The car-stickers in Texas – “Drive fast! Freeze a Yankee 
this winter” – have more than humour to them. The feeling of alienation, 
powerlessness and lack of confidence in institutions is common, since they 
are too far out of reach for the common man. Resuscitation of genuine 
federalism, greater direct involvement in political decisions, sharing of 
power, and then responsibility, seem like good Swiss remedies. Since the 
Swiss borrowed some of the best elements from the American system for 
their constitutional rewrite a century ago, they could now pay back their 
political debt by re-exporting some of the elements. The Swiss model may 
also have a predictive value for how new supranational entities such as a 
United Europe should evolve. Such entities cannot be built on the basis of 
hegemony of one nation, or a two-party system, or conventional coalitions 
(with prior conditions attached), with centralized power concentrated at 
the apex with a strong president. They can only emerge as federated struc-
tures, with highly diffused, shared power, committed to the preservation of 
heterogeneity, with the stronger accommodating the weaker and with eve-
ryone having some say in things of particular importance to him or her.

As the world becomes more synchronized and a single world order 
starts emerging, it is likely to have some such features. The system would 
not be labelled “Swiss Made”, but it could well use some of that country’s 
institutional component parts.
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2. Europe – A Political Pilot Plant?

The attempt in Western Europe to unite countries that have been enemies 
for much of their history and to aggregate certain political decision-making 
powers at a supranational level without crushing, subjugating or “digest-
ing” any of the constituent members is likely to have a predictive value 
for other continents. It can constitute a model of the transition stage that 
other regions of the world will have to go through prior to the emergence 
of a single world order. Europe, despite the slowness of its march towards 
political unity and the many obstacles in its way towards the United States 
of Europe, is a laboratory for experimenting with, and a pilot plant for 
testing the feasibility of, a new political construction, an intermediary 
stage between nations and the world. Other continents can observe and 
can draw lessons from Europe’s attempt to create such an intermediary 
entity. It is a gratifying new role, a new mission for an old continent. True 
unity can bring many benefits. It is also a way for Europe to repay some 
moral debts to the rest of the world, to which it exported many fruits of its 
advanced civilization, but on which it also inflicted much harm.

Is the above image too much of a dream, a consolation for the cur-
rent underperformance of Europe, or is it a growing reality? There are a 
number of concomitant, converging factors that single Europe out for the 
above role. First, while member countries of the Community are not at 
an identical stage of economic development, they are very close to each 
other. Moreover, their economic systems are all of the free enterprise va-
riety, all with a significant social welfare orientation. The degree of public 
ownership and governmental interference in the economies varies, but the 
basic orientation in all countries is that of “private enterprise for public 
good”. The economies are thus basically compatible with each other.

Even more important, perhaps, is the similarity of the past political 
experience of the member countries. The countries in question have had, 
and by now have digested, a rather similar political menu. Some of them 
have had more of a tribal and city-state existence but all of them, with 
some different timing, went through building of nationhoods, conquest of 
empires, wars with each other, loss of empires, retreat to home bases, and 
full indulgence of national independence, with all the associated joys and 
pains. Given also the new reality of the “spaceship earth”, the physical 
shrinking of the globe, the greater interdependence between nations and 
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the illusory nature of true and full national independence, many Europe-
ans are ready to move on to the next stage of political construction.

Another factor that enhances the prospects of political unification 
is that all member countries, or new candidates for membership in the 
Community, have similar types of political governance in the form of 
representative democracies. There are differences: some of the countries 
are constitutional monarchies, others are republics; some have a pure 
countervailing power structure, as in the UK, while others such as the 
Netherlands approach the shared power kind. In all countries there are 
truly free elections with several parties competing. Power changes peri-
odically from one party to another, but policies vary much less than do 
electoral promises.

There is another reality that, while adding to the pains of unification, 
makes Europe relevant as a potential model for the rest of the world, 
i.e. the linguistic and cultural heterogeneity of the nation-states. The only 
way in which a politically united Europe can emerge is by preserving its 
diversity, by integrating it and by building the new political power system 
on it. This precludes the hegemony of a single country over the future 
“United States of Europe” – of Germany despite its economic muscle, of 
the UK despite its past political experience of managing large and diverse 
entities, or of France despite the feeling of some of its politicians that they 
could manage Europe better than they manage France. A supranational 
power, to function at all, has to be drawn from its constituent members 
and shared by them, even though a Franco-German alliance could form 
the core. This implies a coalition type of government, representing the 
whole spectrum of political opinions, with collegial and consensual proc-
esses of political decision-making. A further precondition is the coexist-
ence of a variety of languages rather than the adoption of a single “master 
language” into which others should fuse with time.

There is another factor worth noting: the drive to aggregate power at 
the supranational level is sustained by the realization that the current real-
ity transcends national boundaries – that there are a number of key issues 
of human existence, such as energy, critical resources and monetary, 
trade and environmental problems, which can no longer be fully solved 
within the boundaries of nation-states. At the same time, there is a drive 
to greater self-assertion and self-determination at the individual, local, 
ethnic and regional levels. This stems mainly from a sharp increase in 
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the level of education in all countries concerned, greater democratization 
of societies and, hence, growing aspirations of individuals to have more 
say about things of importance and relevance to them. Aggregation of 
some of the decision-making powers at a level higher than the nation-
state has to be balanced by a great deal of diffusion, of decentralization of 
the decision-making powers down below the level of the nation-state to 
various rungs of societal organizations. The need for reallocating power 
in two directions simultaneously causes strain and confusion, but it is an 
objective necessity, not only in Europe but elsewhere too.

What emerges from the above is a picture of a new political construc-
tion, accommodating linguistic and cultural heterogeneities, based on 
more autonomous individuals, local and regional communities, governed 
by broad, permanent coalitions, sharing the responsibilities for decisions 
and also for their consequences, with economic systems varying accord-
ing to conditions and current needs of the various regions of Europe.

Part of the foundation for this new construction is already laid. There are, 
after all, common external tariffs at least within the EEC. There is fairly free 
movement of capital, goods and labour between member countries. Work is 
proceeding on harmonization of some laws. There is already a high degree 
of concertation between heads of constituent states. There is even the new, 
directly elected supranational parliament, with limited powers perhaps, but 
of real symbolic value. Also, people tend to play the roles assigned to them. 
The more people get involved in European rather than national roles, the 
more they are likely to excel in them and relish them. The need for many 
people to cooperate, to accommodate to various national interests, com-
bined with greater involvement in decisions at various levels, is likely to 
have some influence on the dominant values within Europe – greater pre-
disposition towards cooperation and sharing of power and responsibility.

In view of all the above, it seems legitimate, therefore, to see Western 
Europe as a continent from whose experiences some road maps to the 
future can be charted, and a design for the construction of a world order 
can be sketched.

INDIA

Because of its size, population and past cultural accomplishments, India 
should be ranked among the leading nations of the world. Given, however, 
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the current state of its economy, the enormous burden of its massive, rap-
idly expanding population, poverty, unemployment, underemployment 
and the accumulated pains of past millennia, one might wonder how India 
does not collapse under this staggering weight.

1. Its Rich History and Current Condition

It seems that India’s long history acts as a societal flywheel and a source 
of spiritual sustenance, carrying the society through even the most difficult 
periods. The historical continuity of India is as impressive as it is surprising. 
Its people are of very different races. It encompasses a number of distinc-
tive cultures, languages, religions, castes and customs. The Pathan of the 
northwest and Tamil of the south seem worlds apart, yet they coexist. What 
provides the bond, the cohesion, the feeling of belonging to something 
called India? Wherein lies the power of attraction and capacity to absorb 
and integrate into its culture so many of its past invaders and conquerors?

At least part of the answer must lie in the fact that, at a very early stage 
of its societal development, a spirit of great tolerance emerged for other 
cultures, beliefs and behaviour. This was firmly rooted in the dominant 
religions and philosophy. It made it possible to accommodate the great 
differences of neighbouring territories, which were at different times in-
tegrated into various kingdoms, without eradicating such indigenous dif-
ferences. Everyone could thus identify with some part of the very hetero-
geneous entity called India, and this helped to avoid unduly harsh internal 
confrontations and provided a sense of unity. Could it be called “unity in 
diversity”? In essence, yes, even if it does sound like an election slogan, 
which it often has been in different countries whose unity is threatened by 
ethnic diversity, such as Canada. The experience of Switzerland testifies 
strongly, however, to the fact that when linguistic and cultural differences 
are not only encouraged but even nurtured, regional loyalties and national 
unity become mutually reinforcing sentiments.

Since the staying power of India is so strong, its prospects for survival 
must be good. The three decades since independence are reassuring on 
that score. Granted, the GNP per capita has hardly changed. Industry has 
not expanded as fast as it was hoped and cannot soak up very much extra 
labour. But the population has doubled in that period. This is the crucial 
fact. Who would have been willing to predict in 1947 that India, already 
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grossly overpopulated relative to its resources and productive capacity, 
would be able to take on an additional burden of 300 million people and 
somehow survive? The fact that it did, without massive famines, without 
major societal breakdowns, and even while preserving one of the politi-
cally freest societies in the world, is a great accomplishment.

But India needs to do even better in the future to be able to take on 
the second increment of 300 million people likely to be added during 
the next couple of decades and to improve, at least modestly, the condi-
tion of its people. To do this, India has to improve the functioning of its 
societal order. Its current complex order, even though it has many positive 
features, will have to evolve. At present, it consists of the components 
shown in Fig. 13.

The predominantly individualistic values have some deep historical–
philosophical roots and have been reaffirmed under long British rule. The 
ancient writings of the Upanishads had already put the individual into the 
position of primacy: “There is nothing higher than the person.”* This has 
encouraged individuals to focus on their own selves: the discovery of self 
and the search for inner perfection are attainable more through meditation 
and detachment than through action and interaction with others. In philo-
sophical pursuits, the country reached the loftiest heights early. To some 
people, meditation became a substitute for action, which, combined with 
certain religious beliefs, provided an easy way towards fatalism.

*  Nehru, J., The Discovery of India, Asia Publishing House, 1965, p. 90.

Fig. 13.
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Not all Indians were given to thought in preference to action though, 
and many monumental structures stand as witnesses to the capacity to 
do, to create, sometimes invigorated by new invaders. Nor is Indian indi-
vidualism of the pure variety – it could not be in such a diverse society. 
It is not only modified, but even counterbalanced by other beliefs that 
have been at the core of Indo-Aryan culture. They have been enshrined in 
“dharma”, a creed centred on the notion of obligation not only to self, but 
also to others. Each person was expected to fit into and stay in harmony 
with what was believed to be a universal order. Furthermore, the prescrip-
tion “let no one do to others what he would not have done to himself” 
sounds like a paraphrased sermon of Christ, but is credited actually to 
Yajnavalkya, who preceded Christ by seven centuries.*

The notion of obligation, however, was focused more on small entities 
such as the extended family than on the nation. Also, there were sharp 
contradictions between dominant religious beliefs or moral precepts and 
social practices. The emergence and tenacious survival of the caste system 
is the most despicable example of such contradictions. The very same 
society that reached philosophical summits pushed some of its members 
into the abyss of “untouchables”.

Contemporary India has thus inherited a range of values, beliefs and 
motives that is almost too broad to permit sufficient mobilization of ener-
gies. It is extremely difficult to build a set of political and economic insti-
tutions that would conform to all beliefs and expectations, and thus evoke 
the best in all people involved. Historical cultural richness turns out to be 
a partial handicap, diminishing current societal effectiveness.

Let us now examine the nature of the political governance and its dif-
ficulties. Indian leaders, before and after independence, remained deeply 
committed to a democratic form of governance in order to guarantee free-
dom, a notion firmly rooted in Indian philosphy. One finds in the Upan-
ishads the following paragraph: “The question is ‘What is this universe? 
From what does it arise? Into what does it go?’ And the answer is: ‘In 
freedom it rises, in freedom it rests, and into freedom it melts away’.”†

Political institutions had to reflect the above. Given the political herit-
age of the colonial period, a form of governance was fashioned after the 
British model: a representative (not direct) democracy based on universal 

*  Ibid., p. 122
†  Ibid., p. 92.
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adult suffrage, periodic elections with competing parties, separation of 
legislative, executive and judiciary powers, guaranteeing individual rights 
and liberties. In short, a countervailing power structure.

The political rights and freedoms of individuals have indeed been 
greatly extended and secured. There is full freedom of expression (fully 
used). There is a high transparency in the political decision-making proc-
ess. There have been no mass political murders, there are no concentra-
tion camps, no one gets sent to a lunatic asylum for defending the right to 
speak his own language. Except for a brief period of emergency law, there 
has not been much abuse or arbitrary use of political power.

All of the above is truly admirable, a state or condition to which many 
countries can only aspire. Is, however, the right to vote a sufficient con-
solation to the hundreds of thousands of sidewalk dwellers whose chief 
aspiration must be sheer physical survival, whose time horizon can often 
not stretch beyond the very next meal? How meaningful is the equality of 
political rights to millions of domestic servants who can cast their votes 
once every few years, but whose daily welfare, joys and sorrows are so 
totally in the hands of their masters, some of whom find it below their 
dignity to speak to their servants?

And how about the several tens of millions of unemployed, some of 
whom with enough education to comprehend their extensive rights and 
their abject reality? Finally, what about the several hundred million mostly 
poor peasants for whom the next crop is likely to be of greater importance 
than the Westminster elegance of parliamentary procedures?

The luxury and partial irrelevance of the current political governance 
to perhaps 80% of the population was highlighted by recent debates over 
the abuse of power by Indira Gandhi during the emergency law period. 
For nearly two months, in late 1978 and early 1979, the energies of the 
federal government and parliament seemed to be fully absorbed on dis-
cussions of how to deal with Gandhi’s case. Granted, she was a former 
prime minister who jeopardized the cherished political institutions, but 
she is just one out of 600 million people. During that same period, over 2 
million new people were born. There seemed very little spare energy left 
for the top leadership to worry about their health, schooling and future 
jobs. While the small political elite luxuriated in what appeared as “exces-
sive democracy”, the destiny of the new millions was left in the hands of 
providence. This stems not from the democratic essence but rather from 
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the countervailing nature of the political governance in which the ultimate 
virtue is to oppose, to criticize, to undermine – in short, to demolish the 
opponent politically, to stay in power or accede to power, to promise a 
better lot even though the chances of delivering it are slim. This is use of 
power without responsibility or, at best, with accountability postponed 
until after the next election.

The economic system, while somehow having supplied the essentials 
to the doubled population, is hardly a prototype of efficacy. Its weaknesses 
are linked to its hybrid nature: free enterprise with the public sector and 
state planning superimposed on it. In practice, neither the free market nor 
the planning are given a real opportunity, nor used to their full potential.* 
Free enterprise is partially suffocating under the wet blanket of excessive 
regulation and big bureaucracy. That even some family-controlled groups 
(such as Tata) still do well is a great credit to their ingenuity. Public sector 
firms, while being ideologically preferable, can be born handicapped, as 
has often been the case in other countries, unless held firmly to rigorous 
performance criteria. There have been exceptions, such as Bharat Heavy 
Electricals, which not only grew at an exceptional pace for a few years 
but even passed tough tests of technological and managerial competence 
in international markets. Many others, though, have been a drain on the 
country’s resources.

The central planning temptation is fully understandable and even jus-
tifiable, given the need to recover from the long colonial period and to 
put India on the modernization track. Not enough power was put behind 
the plans, though, for two main reasons. Firstly, having chosen a “mixed 
economy” model, the country automatically put boundaries around cen-
tral planning. Secondly, and more important, having chosen a parliamen-
tary democracy, it was not possible to impose plans by force. It is not 
a coincidence that no command economy exists anywhere in the world 
without a unitary power system (i.e. the capacity to resort to coercion); 
nor does it exist in any country with a countervailing or shared power type 
of governance, except during wars, when populations accept the need for 
rationing and control.

Given the complexity of India and its predominantly individualistic 
values, one cannot count on spontaneous concertation – harmonization of 

*  Lindblom, E. C., Politics and Markets, Basic Books. New York, 1977. p. 6.
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economic decisions between leaders of private and public enterprises and 
governmental officials. There is thus a mismatch between India’s eco-
nomic system and political governance, and another mismatch between 
the economic system and the nature and diversity of values.

2. Future Paths

For the next few decades, India’s primary objectives will necessarily be 
economic. In order to achieve them, though, there must be a significant 
increase in the capacity to mobilize the will of the people and in the level 
of their skills. The roads to those goals lead first through restructuring of 
the political governance, then some changes in values and in the economic 
system. The success of the last one depends on progress in upgrading the 
effectiveness of the first two components of the societal order.

Let us first restate what appear to be the key priorities for the next few 
decades:

– Stabilization of population. The addition of another 300–400 million 
people to India’s population is almost inevitable. The sooner popula-
tion growth starts tapering off, though, the easier it will be to lift the 
bulk of it to a somewhat higher threshold of existence.

– Continued expansion of agricultural output. The country will remain 
too poor to import food. Good crops during the last few years have 
shown that India can even produce exportable surpluses. Physically, 
this could be maintained by the extension and improvement of irriga-
tion and fertilization, by improved implements, and by more rational 
use of land.

– Along with increasing productivity in the agricultural sector must go a 
gradual shift of more population to the secondary manufacturing sector 
and the tertiary service sector. The great challenge of the above is that 
the absorption of excess labour from agriculture must take place at 
the same time as a reduction in unemployment and underemployment. 
Whether this can be accomplished will depend greatly on the exten-
sion, improvement and reorientation of the education system, focusing 
on the acquisition of useful skills in all occupations to increase produc-
tivity and, thus, international competitiveness, real salaries, purchasing 
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power, and effective demand. The motto could be: let every Indian 
learn how to do something useful, competently and efficiently.

– Eradication of the caste system and other class distinctions.

Given the country’s present state and its rapidly growing population, 
the above tasks are monumental. How can a sufficient amount of energy 
be mobilized to accomplish them? How could, for instance, a “national 
service for development” be created which would mobilize millions of 
young unemployed and school graduates and put them to economically 
and socially useful tasks such as building roads and irrigation schemes or 
teaching illiterate people?

Need India resort to dictatorship? This does not appear to be a useful 
or desirable option. Most of the Indian elite, which would have to initiate 
any changes in the nature of political institutions, seem allergic to a dic-
tatorial system. Also, given the nature of the Indian people, a dictatorship 
is not likely to function effectively – it would simply get bogged down. A 
more constructive direction is towards the evolution of a “shared power” 
type of government, a true national government recruited from all politi-
cal factions but elected and, thus, mandated by parliament rather than by 
the respective parties. The above evolution should be accompanied by a 
decentralization of political decision-making powers to the constituent 
states, many of which are in the category of medium-sized nation-states 
in terms of territory and population. Such decentralization is required in 
order to adapt policies and approaches to the diverse physical, economic 
and cultural conditions of the constituent states. Is some such evolution 
feasible? It may be. First, there are great difficulties currently in India. 
There is some realization that the political system based on party politics 
is past the zenith of its effectiveness, not only in India but also in some of 
India’s reference countries such as the UK. There is also growing aware-
ness of high economic efficacy in some Asian countries, such as Japan, 
which opted for more consensual processes of political decision-making. 
The realization that there is a dire need for change, coupled with the per-
ception that democratic freedoms can be fully preserved under a shared 
power system, may provide a sufficient trigger for change.

Certain modifications in predominant values should be taking place, 
both as a useful precondition and as a consequence of changes in the po-
litical governance. These modifications should be in the direction of more 
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cooperative predisposition, more voluntary subordination to communal 
and national needs. There is a great fund of ideas in the Indian philosophy, 
such as the dharma referred to earlier, on which to draw for reshaping of 
values. What needs to be done is to highlight and resurrect traditional 
virtues such as the sense of obligation and the spirit of accommodation, 
as was practised in extended families, for instance. At the same time, the 
notion that “there is nothing higher than the individual” needs to have its 
pedestal lowered. Such a shift in values, like greater voluntary subordina-
tion, need not undermine the traditional tolerance of differences, which 
will remain utterly necessary to cope with the tremendous heterogeneity 
of the country.

No dramatic shift in the economic system seems feasible. What would 
be required, in the first phase, is to enhance the authority of planning, par-
ticularly at the state level, and have only overall coordination at the federal 
level. Better realization of plans could be achieved through greater unity 
of government, increased consistency in policies and voluntary adherence 
rather than by further regulation and bureaucracy. Once the necessary 
foundations are completed and a certain economic momentum is devel-
oped, a gradual shift could take place to a concerted type of free enterprise 
economic system. This assumes that political governance has evolved to a 
shared power type and values to a more cooperative kind, with greater self-
discipline and voluntary subordination to communal and national needs.

One could envisage a less peaceful scenario for India. The popula-
tion grows unchecked. The burden of oil imports weighs heavily on the 
economy, slowing down development and increasing unemployment. 
Monsoons fail two or three years in succession. Education, discipline and 
morale weaken further. Tensions between regions and parties mount. The 
educated unemployed, having become more politicized and despondent, 
spill into the streets, cause massive unrest, military intervention and civil 
war. India then yields to the totalitarian temptation. The above is not a par-
ticularly attractive prescription to offer nor is it sufficiently probable, since 
it is out of tune with what appears to be the essence of India’s spirit.

3. India – Object of Sympathy or Source of Learning?

Given the overwhelming weight currently attached to GNP per capita as 
a measure of societal performance, much of the world has been treating 



 The State of Nation-States 157

India with somewhat condescending sympathy. The preceding few pages 
may have suggested a similar undertone. It may be useful, therefore, to 
take a brief look at the other face of India: India as a land of profound 
thoughts, as the land of dominant religion–philosophy, Hinduism, defined 
by Mahatma Gandhi as a “search for truth through nonviolent means”, 
India as the birthplace of Buddhism, which points to the “middle path”, 
the “golden mean”, a philosophy that could facilitate the accommoda-
tion of currently conflicting societal orders and, in the distant future, their 
convergence to some golden mean. Even contemporary India, despite its 
low economic status, despite the weaknesses of its political system, as a 
political entity is of a certain model value as a precursor of things to come 
elsewhere. India is, after all, a continent-sized country with a continent-
sized population of enormous cultural, ethnic and other diversities; yet all 
are accommodated under the same political roof, without hegemony by 
a single ethnic group, without having passed its people through a melt-
ing pot or homogenizer or political extrusion press to produce Indians of 
standard shape. Is this not, after all, what Western European countries are 
aspiring to, and what the ultimate destiny of the whole world is?

BRAZIL

Brazil is clearly a candidate for a breakthrough to a position of real sig-
nificance in the world economy and of real influence in world politics 
within the next few decades. It has a number of factors in its favour but 
also some handicaps.

1. Its Recent Start

Brazil’s economy has become fairly diversified and integrated only re-
cently. For over four centuries after its discovery, Brazil, because of its 
natural richness, went through a series of distinctive economic cycles, 
each dominated by a single export product from a different region of the 
country. The products were wood, sugar cane, gold, rubber and coffee, 
with other “lesser” products such as cotton and cacao coming into promi-
nence for brief periods and playing secondary roles. During each cycle, 
Brazil was nearly a mono-economy, oriented towards the outside world 
and serving the world’s demands.
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In the last few decades, a significant shift has occurred towards mining 
and manufacturing activities, and full economic development was thus 
initiated. Relocating the capital from Rio de Janeiro to the specially 
constructed Brasilia, intended to orient the country inwards, was more 
a symbolic coincidence than a cause of the start of a new economic de-
velopment phase. This early part of the take-off stage has been managed 
with quite some skill and at times even with a certain virtuosity of eco-
nomic macromanagement, enough to make Brazil a good case study. The 
economic formula that Brazil adopted is similar to what some Western 
European countries did a century ago: encouragement of investments 
in mining, metalworking and manufacturing, and building up of some 
necessary physical and administrative infrastructures. The process is 
expected to attract more and more people from less productive agricul-
ture to more-productive industrial sectors, which can offer higher wages, 
increasing thereby the purchasing power of the working population 
and, thus, internal demands for goods. This, in turn, should provide the 
stimulus for further investments. Once a certain threshold is passed, the 
process should be self-sustaining. It should work like an expanding wave 
in a pond, gradually spreading over most of the pond’s surface, i.e. with 
time transferring the bulk of the working population from agriculture to 
secondary manufacturing and, later, partly to the tertiary, service sectors. 
The small percentage of the population that would remain in agriculture 
should also become more productive and wealthier through moderniza-
tion (mechanization, fertilization, irrigation and storage), made possible 
by necessary supplies from the expanded industrial sector.

This process seems to be off to a good start. However, there are two 
elements in Brazil with which the Western European countries were not 
confronted when they were starting the modernization process: rapid 
population growth and the “transistor revolution”, enabling instant and 
widespread communication.

In most European countries the population grew relatively slowly, 
taking about a century to double. As industry expanded and new jobs 
were created, labour was siphoned off from agriculture. Also, while sig-
nificant inequalities in the standards of living existed between different 
sectors of the population, these were not unduly explosive. The mass of 
the population was not overly educated or overly informed, their aspira-
tions did not grow too rapidly, while, on the other hand, some progress 
was visible. The educated elite could thus manage the masses.
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In Brazil the population doubles in about two-and-a-half decades. 
Even relatively rapid expansion of industrial enclaves such as Sao Paulo 
does not keep up with the pace of demographic expansion. There is, there-
fore, significant economic dualism in Brazil, with the privileged, wealthy 
modern sector comprising less than a third of the population and the back-
ward and poor constituting the remaining two-thirds. Those not touched 
by the industrialization process are now, however, “plugged” into the rest 
of the country and part of the outside world via the transistor. They have 
some notions of standards elsewhere; they can aspire to better things and 
many do. This makes for an explosive mixture. The difficulty of Brazil’s 
prior countervailing power type of governance, patterned after the Ameri-
can model, to manage the situation becomes fairly understandable. It is 
easy for any demagogue to bid up promises (which cannot be fulfilled) in 
order to get elected. The tensions resulting from the frustration of unful-
filled aspirations are not easy to release through normal democratic proc-
esses. “The totalitarian temptation”, in the form of a military government 
in order to contain the pressures, is thus also understandable, although not 
something that most Westerners welcome with applause.

2. Its Present State

The Brazil of today is a country with individualistic-competitive values, 
a unitary power type of political governance, and a free enterprise eco-
nomic system, with the heavy hand of the government guiding it.

2.1. ASSETS

– A territory approaching that of the USA in size, much of it still un-
tapped but most of it usable.

– Huge amounts of certain natural resources.
– A sizeable and rapidly expanding industrial enclave.
– A momentum of modernization and industrialization that appears to be 

sustainable, particularly because of the successful fusion and peaceful 
coexistence of the various constituent races, and the faith of the coun-
try’s industrial and professional elite in the country’s destiny.



160 Road Maps to the Future

2.2. LIABILITIES

– Inadequate deposits of petroleum. Providence has not been overly 
generous to Brazil with this currently most critical resource. Given 
the climatic conditions, however, biomass holds out a greater prom-
ise in Brazil than in most other countries as a potential substitute for 
petroleum.

– A huge foreign debt, incurred mainly because of massive imports of 
petroleum.

– The population growth, which is too great to be smoothly absorbed 
into the modern sector.

– The dual nature of the economy, which is likely to lead to social and 
political conflicts.

3. Future Options

The demographic menace will hang over Brazil for the next three dec-
ades or so. It will be almost impossible to taper off the population growth 
before it doubles again from the present 110 million. Given this fact and 
the nature of the present societal order, what might be some of the roads 
that could lead Brazil into the promising twenty-first century?

Values are not likely to be fundamentally transformed. Because of its 
great spaces, the abundance of natural wealth and mostly pleasant cli-
mate, the predisposition to self-fulfilment, if not self-indulgence, is likely 
to persist for a while. A shift towards Calvinist attitudes (“you can do any-
thing, provided you do not enjoy it”), voluntary subordination to higher 
purposes and thus cooperative or collectivist values is not for tomorrow.

A dramatic change of the economic system does not appear easy either. 
A true command-state enterprise economy with public ownership of the 
means of production is not likely to succeed in Brazil. It is not compatible 
with the effervescent, exteriorizing, enterprising character of so many 
Brazilians. It would eliminate direct foreign investments, which have 
been of real importance for priming Brazil’s economic pump. It would 
dislocate foreign trade and necessitate its sharp reorientation towards 
new markets. Finally, to impose such changes and maintain the necessary 
discipline would require an even tougher political regime than the present 
one. It would be like putting a heavy wet blanket over sunny Brazil.
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What about the nature of its political governance? The pressures are 
on and the promises are out to revert soon to a countervailing type of 
democracy with parties competing for power. This may not happen, but 
even if it does it is not likely to last. Given the dualism of the Brazil-
ian economy and society, and the underlying pressures, amplified by 
promises of modernization, the countervailing type of governance would 
sharply polarize the population and lead to greater frictions and an explo-
sion in the form of revolution or another military coup. Is continuation of 
a military regime the only way of containing the pressures until the rate 
of industrialization surpasses that of the population growth? There may 
be another option – a gradual coopting into the present power structure 
of people of different political orientations and the creation of a coali-
tion type of governance without going through the countervailing power 
phase of political evolution.

To prevent the coalition government from becoming a self-perpetu-
ating power oligarchy, the government should be elected by parliament 
and be responsible to it. To further guarantee democratic freedoms (i.e. of 
expression, association and legal protection) and to assure that the gov-
ernment stays in tune with the population, frequent referenda should be 
held. Some decentralization of political power could take place to revert 
to the federal nature of the country as it was originally intended and as the 
vastness and diversity of the country demands.

Of crucial importance to Brazil is the necessity for relations between 
government, business and emancipated labour leaders to take on a con-
sultative and cooperative rather than adversarial nature. In this respect, 
the experiences of countries such as Germany and Japan are more rel-
evant for Brazil than that of the USA, which has been one of the ref-
erence countries. Since some of Brazil’s exports are being reoriented 
towards the “new growth champions”, so should be some of its political 
and social antennae.



162

C H A P T E R  5

Different Roads to Common Destiny

To reach its present state, humanity has travelled along a multitude of 
roads. These have varied from smooth to sinuous, tortuous, and even 
discontinuous, with occasional sharp changes and reversals of direction. 
The pace has varied from painfully slow to breathtaking, as in recent dec-
ades when many changes have been compressed into a short time. Man’s 
drives, concerns and priorities have been changing from sheer physical 
survival in the battle against the forces of nature to longer-term security, 
to social, psychic, and intellectual satisfactions to a desire to influence or 
dominate others.

Along the way man searched to understand the phenomena surrounding 
him, their origins, their purpose and the laws they abide by, including his 
and other people’s origins, modes of behaviour and destinies. He yearned 
for prescriptions of what to do and how, to be right and successful in his 
pursuits or in accomplishing his fate. He united with others voluntarily or 
was forced into gradually bigger groups, like extended families, tribes, 
nations and empires. Such entities oscillated in their strength throughout 
history, sometimes breaking up or disintegrating, to decay or resuscitate 
to fresh strength. The reasons for bonding or being forced into bigger po-
litical entities were many: advantages of specialization, greater security, 
a desire to explore and exploit larger areas or new worlds. The sources of 
conflict have been equally numerous: differing religions, economic inter-
ests, ideologies, or competition for political power.

During this century, all of these elements have manifested themselves 
with greater strength. Religions have either been losing their grip or going 
through rapid renaissance. Technological progress has moved at an un-
precedented pace, helping to create great wealth, but also greater differ-
ences in wealth, and generally increasing the power of man for good and 
evil. Some empires reached their peaks only to disintegrate rapidly. The 
last major war involved, directly or indirectly, virtually the whole world.
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We now find ourselves with some 150 nation-states varying in size 
from lilliputs to supergiants at various stages of economic development, 
with different economic systems, with political regimes ranging from the 
purely autocratic to ones with broad diffusion of power and a spectrum 
of values, with roots in religious, ideological or nationalistic beliefs and 
motives. Since countries have become more accessible and transparent to 
each other, the differences between them are more visible and frequently 
amplified by reporting – which, understandably, focuses on the extreme, 
the exceptional, the “newsworthy”, or that which serves the current prop-
aganda purposes of certain regimes. Countries are categorized into more 
or less homogeneous blocks according to their level of industrialization, 
economic interests, dominant ideology, nature of political governance, or 
military alliances. The world is thus carved up into mildly or sharply con-
flicting groupings like West–East, North–South, industrialized, newly in-
dustrializing or less developed countries, NATO, Warsaw Pact or OPEC.

The United Nations, the world umbrella organization, has been an 
excellent body for the legitimizing of aspirations and the articulation of 
world concerns and priorities, but it has been very limited in its power to 
resolve serious conflicts, to handle the world’s common problems, and to 
develop mechanisms for effective integration of the world community.

In view of profound divisions, multiple conflicts and the relative im-
potence of present world institutions, is it at all realistic to talk about 
“common destiny” and “world order”? Is it not more appropriate to limit 
oneself to the analysis of the “world disorder”?*

Forces Favouring World Integration
There are powerful reasons that make it imperative for us to build up ideas 
and prepare first sketches, if not the blueprints for a future world order. A 
number of increasingly strong forces will drive humanity in that direction. 
The most potent is the threat of total physical annihilation. The present inven-
tory of atomic warheads would be sufficient to destroy the human race and, 
for that matter, most other living species, many times over. This destructive 
capacity keeps increasing. The awareness of its existence is spreading. The 
balance of nuclear terror is a delicate one. Normal life is not possible for 
prolonged periods with this threat hanging over the whole of humanity.

*  Bell, D., The future world disorder: the structural context of crises, Foreign Policy, no. 27, 
Summer 1977.
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Physically, the world has shrunk dramatically in the last few decades 
and will continue to shrink due to further developments in transportation 
and communication technology. It is now possible to transport virtually 
anything to any point in the world within hours, whereas this used to take 
weeks, if not months. It is possible to hear and see events and occurrences 
that happen nearly anywhere on the globe. There is a growing awareness 
of other parts of the world and increasing identification with them. While 
strong animosities keep flaring up, sentiments of solidarity continue to 
grow, as manifested by voluntary aid to refugees or adoption of children 
of other races.

Economically, the world is condemned also to coexistence because of 
the accidental scatter of natural resources and the imperatives for them 
to flow across national boundaries. There are only a few countries of 
continental size with a broad range of natural resource endowments that 
could opt for economic self-sufficiency, but even then at the great cost of 
substantially lower living standards for their populations.

Most other countries, whose patterns of production and consumption 
have been shaped by the cross-boundary flows of materials and goods, 
would collapse economically if they were suddenly cut off from others.

Technology is another element that contributes to the imperative of in-
terdependence. In.theory, any country could, with time, rediscover what-
ever technical knowledge already exists elsewhere. The cost of doing so 
and the time required, however, render such an option completely irra-
tional. There are serious impediments to the flow of technical know-how, 
particularly that of direct commercial value, across national boundaries, 
yet the cost of acquiring what is already known in other countries is so 
very much smaller than discovering from scratch. Even a huge country 
such as China has opted recently for importation of foreign technical 
know-how as an indispensable precondition for the success of its four 
modernizations.

Even demographic trends push us into greater interdependence. In 
many developing countries with already high densities, populations grow 
rapidly and are likely to double in the next two-and-a-half to three dec-
ades. As the masses of children will grow to adulthood, and as birth rates 
will start tapering off, such countries will end up with potentially dynamic 
populations, with a great proportion of their people of productive age 
but without sufficient opportunities for productive work. In industrialized 
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countries, the populations are ageing and stagnating. The proportion of 
those who produce over those who consume has been declining and will 
continue to do so. In some of them, such as Australia and Canada, there 
are still huge empty spaces and untapped resources. These factors will 
press for both international migration policies and further international 
specialization of labour.

The Impeding Forces

There are, however, some potent restraining forces that, while they may 
not prevent us from ultimately converging on some world order, will cer-
tainly slow down the pace of our journey.

There are, first, the ideological divisions. Existing ideologies differ 
sharply in the prescriptions they offer for ways in which societies should 
be organized and governed. When it comes to economic systems, the ide-
ological differences may be less fundamental than they appear. It has been 
interesting to observe how socialist countries have slowly and reluctantly 
rediscovered the utility of some elements of the free enterprise system, 
such as profitability, as a criterion in the management of enterprises, or 
the free market as a better allocator of some resources than the central 
plan. Free enterprise countries, in turn, have been searching for ways of 
better harmonizing the activities of privately owned enterprises and of 
establishing national priorities and objectives.

Among the restraining forces are traditional conflicts between coun-
tries with their desires to maintain their security and territorial integrity, 
to maintain influence zones, to ensure the progress of their national in-
terests, or to fulfil their imperialistic dreams. It is reassuring, however, to 
observe that such traditional conflicts do not always last long. Perceptions 
as to where the dangers for national security lie can and do change, as do 
the notions of what constitutes real national interest. Empires have been 
broken up without much bloodshed. Most former metropolitan countries 
have readily reconciled themselves to the loss of empires. Many nations 
have turned from mortal enemies to friends, as demonstrated by current 
relations between the USA and Japan, or between France and Germany, 
or the prospective new relations between China and Japan.

Religions are also among the forces restraining the progress to world 
unity. Religions have been among the main reasons for conflicts throughout 
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history. We have known crusades, religious wars, conquests to impose the 
“true faith” on the “heathen” and even genocides. Naive interpretations 
or purposeful distortions of some articles of faith have led in the past to 
the extermination of fellowmen “for the love of God”. Yet one finds in 
the same religions similar prescriptions for loving one’s neighbours as 
oneself. It seems that man warped the intentions of his prophets rather 
than let himself be guided by the essence of their teachings. The current 
renaissance of Islam appears to be a threatening and disruptive force. The 
rapidity of this rebirth will undoubtedly lead to some short-term perver-
sions. We must remember, though, that it is a religion whose adherents, 
after a period of glory, of cultural development and political expansion, 
were crushed, humiliated and relegated to secondary and subservient 
roles. It is natural that the new self-assertion will produce some excesses 
until that part of humanity which follows, in its spiritual and temporal 
life, the prescriptions of the Koran feels fully redeemed, secure and self-
confident.

Are There any Real Alternatives?

One can envisage alternatives to the ultimate emergence of a world order, 
all of which are theoretically possible but none very probable.

Total annihilation or mutual destruction of substantial parts of humanity 
in a global war with recourse to strategic nuclear weapons: the technical 
means for this exist. Sharp animosity between superpowers can provide 
the temptation. The likelihood of such an event is very small, however. 
The cost to any party involved, even to the prospective winner, would 
simply be too high, the damage probably beyond the recovery capacity of 
any country. There can be no reasoned decision to trigger off such a war. 
Attempts by a terrorist group or a dictator gone insane to provoke such a 
war would probably be “quarantined” by major powers.

Establishment of a world empire/hegemony by a single, powerful 
country: this is no longer feasible. An attempt could be made to conquer 
new countries one by one while blackmailing other major powers into 
“nonintervention” by threats of a nuclear war. Too many people have 
become recently independent, too many committed to the right of self-
determination, to accept voluntary subjugation. The more countries will 
be taken over, the greater the digestion pains and the centrifugal forces. 
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The number of people, the complexity of organizations, the resources that 
would be required to hold such an expanding empire by terror, would be 
beyond the capacity of a single nation. The empire would disintegrate 
before its construction could be completed.

Continuation of the present nuclear terror balance between the two 
superpowers – the USA and the Soviet Union: this is not tenable in perpe-
tuity. Firstly, there are several other members in the nuclear power club. 
With time, at least China’s position in it will grow in importance, disturb-
ing the present balance. Secondly, it seems nonsensical to be building up 
huge arsenals of atomic warheads at great cost without a real prospect of 
using them.

Complete disintegration of the world into fully isolated nation-states: 
this is not economically feasible. It would mean massive starvation in 
some countries, reversion to primitive modes of existence in others, and 
setting back of “economic clocks” by decades in the remaining ones. The 
populations at large would not accept such a situation for very long.

Continuation of planetary bargain between all nation-states and their 
various groupings without some universal rules, without the possibility of 
recourse to higher instances with arbitration and sanctioning power: such 
a condition is too complex and fragile to exist for a prolonged period.

Inevitability of a World Order

By process of elimination we revert to a “world order” as our most prob-
able future and, in the long run, an inevitable one. The twenty-first century 
should see it taking on its main contours and perhaps even a definite shape. 
It is likely to have among its features the following characteristics:

– Coexistence of diverse cultures, religions, beliefs and modes of existence.
– Political governance based on sharing of power without a single strong 

head, with permanent coalitions at all levels of governance working in 
a collegial fashion.

– A truly federal nature of political institutions with interlinking re-
sponsibilities and decision prerogatives at world, regional, “country”, 
“province”, county, commune and neighbourhood levels.

– A highly diffused power structure with broad participation in the 
decision-making processes, with more “representative” democracy 



168 Road Maps to the Future

working at the highest levels and more “direct democracy” at lower 
levels of governance.

– Economic systems that would vary among regions and areas, depend-
ing on stages of economic development, population/resource ratios, and 
other such determinants of efficacy of economies. The systems would 
be designed so as to evolve as economies pass through successive 
stages of development, maintaining differentiation and specialization 
of activities, depending on climatic conditions, resource endowments 
and human predispositions while tending to equalization in rewards for 
work and standards (not nature) of consumption.

THE NECESSARY PRECONDITIONS

There are a number of preconditions that have to be fulfilled before the 
world order can be ushered in. The main ones can be readily specified.

Self-determination and further diffusion of power. A multitude of na-
tions have recently been born or reborn. There still are a number of com-
munities with a strong sense of national identity that must also get the 
chance to take their fate into their own hands. While this renders world 
politics very complex and appears, at first sight, to take us away from a 
world order, it is one of the fundamental preconditions for its ultimate 
emergence. It is natural for new nation-states to relish in their new-found 
independence. Such nations must first be satiated by the sweet taste of full 
autonomy before sobering up on some of its bitternesses, before accept-
ing the notion that the nation-state as a political entity is a phase in the 
existence of humanity rather than its terminal condition. The prepared-
ness to integrate voluntarily into bigger political constructions can only 
come after the new or reborn nations have:

– regained their pride;
– gained confidence in their own ultimate cultural viability;
– reached a level of economic development comparable to other candi-

date constituent states for new and larger political constructions;
– seen from the experience of other areas, such as Western Europe, that 

it is possible to maintain full cultural autonomy, viability and control 
over matters that affect people most closely, while being integrated 
into larger economic and political entities.
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Synchronization of stages of economic development. It would be difficult to 
accommodate countries at radically different stages of economic develop-
ment under the same political roof peacefully. This is analogous to main-
taining great economic inequalities within a country, which can be done 
either when the masses are very ignorant or by crude totalitarian means, 
neither of which can be a long-term reality. This synchronization is already 
underway, with an enforced redistribution of wealth by organisation such as 
OPEC, a substantial slowdown of most advanced countries, and accelerated 
development of an increasing number of newly industrializing nations.

Diffusion of wealth within countries. This is also likely to take place for 
both political and economic reasons. In representative democracies with 
free enterprise economic systems, this has already progressed quite far. 
In such countries, the less wealthy (who are in the majority) form strong 
political constituencies and press for measures of redistribution. Also, 
economic development, of which the wealthier are both the main promot-
ers and beneficiaries, cannot continue unless the bulk of the population 
increases its purchasing power and is plugged into the market system. The 
process of equalization can also happen in a faster revolutionary way, as 
in China, where, at least, poverty has been spread equitably while prepar-
ing to do the same with wealth, which is yet to be generated.

Evolution and convergence of present societal orders. If peaceful ac-
commodation of countries within the same world structure is to take place, 
their respective values must become more compatible, their political ex-
perience more similar, and their economic systems, even if remaining 
somewhat different, must at least not be directly opposed. Present societal 
orders will have to evolve in certain, desirable directions to bring about the 
necessary convergence between them; these directions have been indicated 
and their feasibility assessed in Chapter 4, “The State of Nation-States”.

The main conclusions that can be proposed are the following.
The extremes of individualistic-competitive values are not tenable in 

a world of shrinking spaces and resources, of complex interdependence 
within and between societies. The fully collectivist mode of existence 
does not seem sufficiently reflective of man’s true nature, of his instinc-
tive inclinations. The spread and affirmation of group-cooperative types 
of values is necessary and likely; this will allow man to accommodate 
to his fellow men yet retain his individuality, to subordinate himself to 
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common purposes and higher priorities without physical compulsion, de-
tailed legislative regulations or burdensome benevolent bureaucracy.

The unitary power type of governance requires imposition and cannot 
be sustained indefinitely in an educated society with people yearning to 
be subjects and not just objects. The preparedness of many people under 
totalitarian regimes to sacrifice privileges, physical well-being, and life 
itself, to assert their political rights, testifies to the above. The counter-
vailing power type of governance leads to unnecessary polarization, con-
flicts and friction. Differences of interests, opinions and feelings are not 
best resolved by choosing between “for” and “against”. Political institu-
tions have to provide means for accommodation of diverse interests. The 
shared-consensual type of governance provides some means of doing this 
without authoritarian imposition or excessive “social entropy”. It is the 
best option from among those humanity has experienced thus far.

Economic conditions and priorities of man change and will continue to 
change. Consequently, the systems that regulate production and distribu-
tion of wealth also need to keep evolving.

The command-state enterprise system can help a country to pass 
quickly through the early industrialization process, but only with signifi-
cant social and political costs. It becomes unduly cumbersome in more 
advanced stages of economic development. An unbridled free enterprise 
system, in which each individual, each economic unit or sector of society 
pursues its own particular economic interest, does not seem able to cope 
sufficiently well with current problems of the less developed or the very 
advanced countries (those on the doorsteps of post-industrial stages). 
Some form of concerted free enterprise – which retains the dynamism of 
private initiative, the automatic regulative powers of the market place, yet 
which provides some means for even private property to serve the public 
purpose – is the model that appears most viable.

Feasibility of a World Order

The above preconditions are very demanding. One can legitimately ques-
tion whether they can be fulfilled. But one can also hope. Man has risen to 
extraordinary challenges before, when the challenge was sufficiently clear, 
the goal either attractive or indispensable, and the ways of attaining both 
at least discernible. During this past century, the pace of technological 
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and commercial innovation has been exceptionally high. Various studies 
repeatedly converge on the conclusion that “demand-pull” has been the 
main force evoking the innovative capacity of individuals, organizations 
and whole nations. It is on this “demand-pull” that we have to rely to 
produce innovations on the philosophical and ideological fronts and, even 
more important, in the design of and experimentation with the required 
new social, political and economic institutions.

The educational level of people is increasing everywhere. The commu-
nication of various phenomena that fashion our present and impact on our 
future is spreading, even if often with many distortions. The understand-
ing by broader proportions of the population of the gaps between the old 
political-economic prescriptions and future needs is likely to increase, as 
will the awareness of the need for institutional innovation.

We have an extraordinarily rich menu of experiences behind us: wars 
that punish the winners, revolutions that grow perverse, of chauvinism, 
racism, of expansionistic, imperialistic adventures that ultimately drain 
the “masters”, of liberation movements, a necessary step to communal 
adulthood. The most important factor that makes the emergence of the 
ultimate world order feasible is that we have in the contemporary world 
at least partial models of the necessary components for the construction of 
that order. There are countries that function well because of their people’s 
propensity for cooperation and a degree of voluntary subordination to 
societal needs; countries that have managed to integrate different linguis-
tic communities, preserve their cultural heterogeneities and achieve high 
degrees of participation of their people in political life, high stability and 
smooth functioning, essentially through an evolutionary process; coun-
tries that manifest economic prosperity, without exploited colonies, nor 
forceful imposition of national over individual priorities.

We also have a continent like Western Europe, which labours painfully 
to create a supranational structure in which there will be no master race 
and no slaves – clearly a useful precedent and a possible model.

Humanity will continue to travel over tortuous paths for decades to 
come. But they are likely to converge with time. We cannot abandon our 
earth. We do not wish to destroy it. No part of humanity can appropriate 
it. We must accommodate ourselves within its confines with rules that 
will govern us all, within a single world order, our common destiny.
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C H A P T E R  6

Retrospective – 2009

Three decades have elapsed since the previous edition of Road Maps to the 
Future was written for the tenth anniversary of the Club of Rome. It thus 
seems useful to review critically the original published version to assess the 
strengths and shortcomings of the book as well as its continued relevance.

A brief comment on Chapter 1, “Effectiveness of Societies – An Over-
view”, is necessary because it contains the basic concepts, the determi-
nants of effectiveness of societies and a brief summary of the whole book. 
The contents of Chapters 2 and 3 have not been affected by the time that 
passed – they remain valid and thus no comments are made on them in 
this retrospective. The sequence of chapters has been changed from the 
original but the content remains the same. Chapters 1 to 3 provided the 
base for writing Chapter 4, in which the effectiveness of several selected 
countries, the proposed changes that would make the countries in ques-
tion more effective and some predictions as to whether they were likely 
to make them were made. This retrospective examines what actually hap-
pened in the respective countries during the last three decades.

Focusing on the compatibility of values, of political institutions (gov-
ernance) and of economic systems as the main determinant of effective-
ness of countries was useful, particularly because it took into account not 
only economic but also political and social measures of effectiveness. The 
awareness of the need to take all these aspects into account is now wide-
spread; 30 years ago this was not the case. Using GDP growth as a measure 
of a country’s progress, as was then common practice, is clearly not suf-
ficient. Economic growth does not necessarily lead to political freedoms, 
just as democracy does not automatically guarantee social justice.

The United States

In Chapter 4, entitled “The State of Nation-States”, the assessment of 
strengths and weaknesses of the US social order was correct as were, I 
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believe, the suggestions for desirable changes. Had the recommendations 
for the evolution of the US system been followed, the present weaken-
ing of the country and the end of its characterization as the “exceptional 
nation” would not have occurred.

What I did not explore sufficiently are some of the weaknesses of the 
US political system, i.e. the facts below:

– The legislative process is influenced too much by lobbying to the detri-
ment of the will and ability to reconcile individual and group interests 
for the public good.

– The White House staff play an important role in policy-making and 
decision-taking, even though it is not empowered to do so by either the 
constitution or the electorate.

– The president, particularly in near-crisis periods, has too much power 
constitutionally, institutionally and psychologically. When, therefore, 
a “good” president is elected (i.e. knowledgeable, competent, wise), 
it is good for the USA and normally good for the world. However, the 
electoral system, and the role of money in it, do not guarantee such 
an outcome. This can lead to the situation where the actions of one 
president, i.e. George W. Bush, resulted in more harm to the USA and 
to the rest of the world than those of all his predecessors combined.

A great country such as the USA should not be playing political roulette 
with its destiny and, as was recently the case, with the destiny of the 
whole world.

The Soviet Union

Among the other countries evaluated in Chapter 4, the section on the 
Soviet Union was the most accurate in its analyses, prescriptions and 
predictions. At the end of the section “Its Recent Past” (�. 95), the pre-�. 95), the pre- 95), the pre-
diction was:

“If, however, significant restructuring is not carried out within the 
next couple of decades, the ultimate consequence will be complete 
disintegration of the Soviet Union as a political entity.”

The above conclusion, which was validated by the historical events that 
followed, was based on the analysis of the assets and liabilities of the 
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Soviet Union. The prescriptions offered for enhancing the effectiveness 
of the USSR, and thus its very survival, were the following:

– decentralization of the economic system;
– gradual transition to a social market type of economy (pp. 102–103);
– the above to be followed (not preceded) by slow evolution from a 

dictatorial-unitary power system to a broader power base;
– ending up with a shared, almost consensual structure of power, with 

strong decentralization, including a shift to a voluntary confederation 
of autonomous republics, with some leaving the Union.

With successful economic and political reforms, the value system would 
have evolved from the official collectivist-egalitarian to more of a group-
cooperative type, bringing into harmony the three components of social 
order architecture: values, governance and economic systems.

I did not believe in such a “happy ending” and predicted that the Soviet 
Union would collapse.

I was wrong, however, in thinking that the disintegration of the Soviet 
Union would be accompanied and, at least partly, caused by violence and 
upheaval.

Mikhail Gorbachev, instead of proceeding in the sequence suggested, 
made a fatal error by starting the reforms with a political perestroika, 
i.e. by removing the Communist Party, which until then had held every-
thing together, from the power structure. As a result, the Soviet Union fell 
peacefully apart, triggered in part by the declaration of independence by 
Ukraine. The death certificate of the Soviet empire was signed jointly by 
Leonid Kravchuk, the first elected president of Ukraine, Stanislau Shush-
kevich, the chairman of the parliament of Belorussia, and Boris Yeltsin, 
the president of the Russian Federation.

Japan

The case of Japan is a good example of how a deeply entrenched and 
broadly shared value system – diligence, loyalty, inclination towards co-
operation and the behaviour stemming from it – can transcend and modify 
the behaviour of both the political and economic system.

This, along with the uncanny ability of the Japanese to “import” and 
digest knowledge in all fields (culture, education, technology) from other 
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countries and adapt it using their own technical and social know-how, was 
the reason why Japan, after total defeat in the Second World War, became 
an economic growth champion in the 1960s, 70s and 80s.

What I did not foresee was the crisis of the 1990s and of the first decade 
of the present century. Several factors converged to cause this crisis:

– excessive property development and speculation around it;
– the Asian crisis that started in Thailand with the sudden withdrawal of 

large, short-term, speculative investments (mainly American);
– less obviously but more insidiously, the degradation of the Japanese 

way of management at the micro and macro level, induced by pres-
sures and “advice” from abroad.

The Japanese way of management was rooted in its value system, with its 
key features being:

– lifelong employment
– seniority
– mutual loyalty between workers and management
– cooperation
– consensus in decision-making
– transactions between buyers and suppliers being based on relationships 

and mutual loyalty more than on contracts.

This way of management was admired by the West for its efficacy in the 
1970s and 80s but its “competitive advantage” in foreign trade became 
threatening, with difficulties experienced by Western companies in ex-
porting to Japan, in making direct investments there and in operating in 
Japan’s internal market. Sharp criticisms were expressed, particularly 
by the US government but also in economic and management litera-
ture, about the protectionist nature of government policies and the cozy 
 cooperation between government, business and unions – the so-called 
“Japan Incorporated”.

A delicate but clear description of the above was published as a chapter 
in the book Transitions, Visions and Reality by Professor Noritake Koba-
yashi, a previously staunch pro-American, under the subheading “What 
were the U.S. contentions against Japan?”.*

*  Kobayashi, N., Transitions, Visions and Reality, Leon Kozminski Academy of Entrepreneur-
ship and Management, Warsaw, 2001, pp. 101–121.
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In order for Japan to secure better access to critical resources and to 
new and potentially large markets, I recommended that Japan turn towards 
Siberia through a rapprochement with the Soviet Union, as a weak option, 
or towards China as a more attractive one, despite the political animosity 
due to Japan’s colonization of part of China in the twentieth century.

Given the obvious attractiveness of such a rapprochement to both 
countries, the relations between China and Japan have softened, but it 
will take some decades before they can become real partners. A question 
mark hangs over this issue.

China

China was another country that was reviewed in the first edition. It was 
not an easy task to analyse a country with such a long history and very 
complex recent past, to propose changes that seemed desirable for en-
hancing the country’s effectiveness or to make a prognosis of its likely 
future evolution in just a few pages.

The description of “The Long March” explains the progress made in 
the three decades following the Communist revolution of 1949. Some 
progress was made despite the economic setbacks of the “great leap for-
ward” and of the destructive “cultural revolution”. One must not, how-
ever, forget the great suffering and the death of millions of people and 
tremendous constraints imposed on the rest of the population.

The assessment of China’s “Present Condition” (as of 1979), while 
perhaps overstating the importance of Confucian virtues in the behaviour 
of people, was a fair portrayal of the situation at the time.

The recommendations of what institutional transformations China 
should go through that were elaborated under the heading “The Roads to 
Travel” were sound, and many of them were carried out.

What the government actually did was what I had strongly recom-
mended for the Soviet Union, and it did it in the right sequence. It decen-
tralized the economy, starting with agriculture, then gradually from small 
to large enterprises, while keeping the power in the hands of the Commu-
nist Party and slowly broadening the circle of decision makers. The Party 
stabilized the power structure, eliminated serious in-fighting, expanded 
the role of the market, established stable and predictable rules of the 
economic game, and created special zones focused on export activities. 
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Thanks to the above, China attracted huge direct foreign investment from 
Hong Kong, the Chinese diaspora and increasingly from large US- and 
European-based multinationals. The attractiveness of the huge potential 
domestic market and a base for export activities with cheap and diligent 
labour was almost irresistible. Foreign investors brought with them new 
technology, management know-how and the knowledge of foreign mar-
kets. Many Chinese who had studied abroad, mainly in the USA, returned 
home and brought back up-to-date scientific and technical knowledge 
with them.

The key preconditions for a real economic take-off were present:

– diligent labour willing and able to learn;
– enough technical knowledge;
– sufficient capital for equipment to enable people to work efficiently.

The government provided policies and rules that allowed the entrepre-
neurs, managers and workers to work effectively. The logical result was 
very rapid growth, a Chinese “economic miracle”, with annual GDP 
growth rates of 10% entering into a third decade, with the conquest of 
foreign markets, accumulation of huge foreign reserves and, in parallel, 
progress in science and the modernization of the army.

Such a period of rapid growth was not a new phenomenon. There were 
periods of three decades of 10% annual growth (doubling GDP every seven 
years) in the nineteenth century in the USA, and later in that century and 
at the beginning of the twentieth in imperial Russia. These were followed 
after the Second World War by German and Italian economic miracles 
and, even more significantly, by the Japanese economic miracle.

To sustain such a rapid rate of growth, China had to secure access to 
more resources such as energy and minerals. It did this in the Arab world, 
but even more so by economic-trade “colonization” of much of Africa.

China’s status in the world has become very important. Along with 
the USA and the EU, it has become the third geopolitical pole in what is 
bound to develop into a multi-polar world.

As history attests, however, 10% annual growth of GDP cannot last 
much beyond three decades. China is now faced, therefore, with serious 
challenges. A free market, entrepreneurial initiatives, massive exports and 
a building boom gave rise to the emergence of a class of very wealthy 
people and also of a growing middle class. The bulk of the population in 
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the regions and most of the peasants are, however, still very poor. This is a 
challenge for what was supposed to be an egalitarian society. In addition, 
some 150 million migrant workers are not only “footloose”, they can be 
restless and not readily controllable. The middle class tends to become 
politically more independent. When one also considers the tremendous 
pollution, the lack of readily available substitutes for oil and particularly 
coal, and the occurrence of more frequent natural catastrophes, one sees 
that China will be forced towards using less energy-intensive processes 
and products, improve some of its infrastructure, increase social justice, 
broaden the political power base and expand political freedoms. A real 
political transformation is, therefore, now required. Can the Communist 
Party achieve this and become just an important political actor rather than 
the sole one? Only time will tell.

Western Europe

The section on Western Europe in Chapter 4 has one major flaw: while I 
predicted the disintegration of the Soviet Union within a couple of dec-
ades, when writing about Western Europe I limited the time horizon until 
that disintegration and thus I did not project what would happen in Europe 
after the disintegration of the Soviet Union. I will thus now review the 
evolution of Western European countries until the present period.

FRANCE

France continued to live with its contradictions, namely a somewhat uni-
fying sense of national pride yet sharp political divisions and conflicted 
relations between government, business and labour unions.

After a period of postwar recovery, France had a couple of decades 
of rapid economic growth and experienced a significant increase in the 
standard of living of the bulk of its population. This was due to a number 
of technological innovations, a period of effective indicative planning, 
with use of differential credit rates by the state banks to synchronize the 
growth of different sectors of the economy. This was also due to its senior 
civil service of well-educated, competent, patriotic people who were able 
to transcend the political and class divisions and kept the country going.
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After the oil shock of the 1970s, the situation worsened. Some sectors 
of industry lost their competitiveness, too much energy was wasted on 
conflicts, some of the top civil servants were seduced by or propelled 
themselves into politics, and the administration lost some of its potency 
and efficacy. My expectation that these “meritocrats” would continue to 
play the role of a “propeller, a flywheel and a keel” of French society 
turned out to be wrong.

A positive factor in France, in comparison with its Western European 
neighbours, was its policy in support of families. As a result, France’s 
population is not ageing as quickly and thus has smaller overhead costs 
of an ageing population. France, however, has not been able to integrate 
some of its immigrants originating from its former North and West Afri-
can colonies, resulting in the perpetuation of ghettos, social conflicts, and 
suburban flare-ups.

GERMANY

Germany, the most populous country with the largest economy in the EU, 
has done well by all accounts. Many factors contributed to this: rapid 
postwar reconstruction, a federal structure, co-determination laws which 
maintained relative industrial peace, strong visionary political leadership, 
as well as fair continuity of economic and foreign policies. Germany 
managed to distance itself from its terrible Nazi past by paying significant 
reparations and by embracing a fully and internalizing genuine demo-
cratic, effective governance system.

Franco-German reconciliation was the foundation on which a new eco-
nomic political entity (now the EU) was built.

The reunification of Germany was a great historic event that was po-
litically and psychologically gratifying for most Germans. Chancellor 
Helmut Kohl’s diplomacy and Mikhail Gorbachev’s accommodations 
made the event possible. East Germany, despite being one of the more 
developed among the Soviet satellites, was a poor country with ageing 
infrastructure, factories and technology as well as a very authoritarian 
Communist Party regime that dampened entrepreneurial ability, manage-
ment skills and motivation to work.

Chancellor Kohl generously, but somewhat naively, introduced 
parity between West and East German currencies, raising hopes that the 
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standard of living in East Germany would quickly catch up with that of 
West Germany.

Although privatization was carried out on a massive scale and hundreds 
of billions have been spent in the last two decades, East Germany has still 
not caught up with West Germany, as attested by the rate of unemploy-
ment, which is double that of its western counterpart.

Germany has some other problems: a durable high rate of unemploy-
ment, rightist and leftist extremist groups that are occasionally violent, 
and even strikes. These problems, however, have not impeded Germany’s 
overall effectiveness. Respect for the country and its stature in the world 
has increased. It managed to remain very independent by being against 
the war in Iraq, while maintaining reasonably good relations with the 
USA. It deserves a permanent seat in the Security Council of the United 
Nations and it is hoped that it will occupy it soon.

ITALY

Italy is a colourful country with many paradoxes and was described as 
such in the original manuscript. It has not changed fundamentally in the 
last three decades and thus the earlier description remains largely valid. 
Three significant changes have, however, taken place:

– The size and power of the Communist Party have diminished and the 
party has been “domesticated”.

– A large number of state-held companies under IRI (Istituto per la Ri-
costruzione Industriale) have been privatized fairly effectively.

– The long reign of the Christian Democrats was broken several times 
in the recent past, first by a centre-left coalition led by Romano Prodi, 
who introduced monetary discipline and thus allowed Italy to join the 
eurozone. He was replaced by Silvio Berlusconi who, in turn, was re-
placed by a somewhat altered coalition again led by Romano Prodi, 
whose government quickly lost the parliamentary majority and thus 
was not able to accomplish much before being replaced again by Silvio 
Berlusconi.

Political stability will not happen tomorrow; it will only emerge once the 
remainder of the postwar political elite disappears and an entirely new 
one emerges. The worrisome factor is the political polarization between 
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much of the rich North, the Centre and the poor South. This could in 
fact result in the federalization of the country which, with the necessary 
decentralization of the EU, could lead in the long run to a “Europe of Re-
gions rather than a Europe of Nations” as advocated by the Swiss writer 
Denis de Rougemont.

THE UNITED KINGDOM

The UK has evolved substantially in the past few decades. Former Prime 
Minister Margaret Thatcher reduced the then destructive power of labour 
unions, made the government machinery more effective, and carried out 
major privatizations, even though not all of them had long-term positive 
results, for example the railroad system. As a result, the overall competi-
tiveness of the country’s economy increased. Both direct foreign invest-
ment and revenues from tourism and the discovery of North Sea oil con-
tributed to a significant increase in domestic and foreign investment. The 
economy began to grow at a faster pace than that of the UK’s continental 
partners in the EU.

The return to power of the Labour Party led by Prime Minister Tony 
Blair brought with it further positive evolutions: class distinctions were 
attenuated, labour unions accepted the market economy and industrial 
relations improved and became better than those in France.

Several factors, however, have not allowed the UK to achieve a state of 
lasting effectiveness nor a sufficient status in the EU and the world:

– A large influx of immigrants from former colonies in Africa, Asia and 
the Caribbean region, while adding to the required labour force, cre-
ated a number of problems. Many ethnic minority groups have formed 
their own communities that do not fully integrate into British society, 
in part due to discrimination leading to occasional urban flare-ups.

– The British knew how to run colonies but are not able or willing to 
integrate the “colonials” fully into their own society, except in sports.

– The UK continued to “sit on the fence” of the EU, wishing to preserve 
its special relationship with the USA. A glaring example of this was the 
decision of Prime Minister Blair to support fully the USA in its attack 
on Iraq, much to the displeasure of the key members of the EU. The 
prime minister, who started as an independent and brilliant political 
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leader searching for a “third way” between capitalism and socialism, 
became instead just a follower of President Bush, who will hardly go 
down in history as a wise leader.

– This, in turn, has further exacerbated the UK’s problems with its 
Muslim immigrants.

– The fact that the UK did not join the eurozone is another indication that 
it does not belong to the core members of the EU.

At this juncture it is the foreign policy decisions that will determine the 
future of the UK: either it will continue to hang on to its special relationship 
with the USA and remain a “hesitant bride” vis-à-vis the EU or, in contrast, 
it will make a determined pro-European choice, help strengthen the EU’s 
government system, join the eurozone and become part of the core triangle 
of the EU along with Germany and France. In this way, the UK would grow 
in status and influence in the EU and in the world. This is not an easy choice 
to make, however, given the current political mood in the UK.

BELGIUM AND THE NETHERLANDS

When the original text of this book was written, there were enough simi-
larities between these two countries to justify grouping them for the pur-
pose of the analysis. This is no longer the case. Also, it might have been 
more correct to include Luxembourg, which, while being the smallest of 
the three Benelux countries, is also at least a semi-monarchy and is the 
richest and probably the best governed of the three.

Belgium and the Netherlands’ paths have diverged in the past couple 
of decades. In Belgium the differences between the Flemish- and the 
French-speaking regions have widened. The specific economic weight 
of the Flemish region has increased but political power has not grown 
in proportion to it. The ethnic, cultural and linguistic sentiments have 
intensified and political conflicts have amplified.

Brussels, as a third and normally bilingual part, does not play the role 
of a bridge between the other two groups. The government of Belgium 
has become less stable and thus less effective. To solve these problems, 
Belgium should probably transform itself into a real confederate structure 
with the three entities given ample autonomy, with just defence, foreign 
policy and certain regional economic equalization policies retained by the 
federal government.
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The Netherlands does not suffer from the Belgian types of problem 
even though it is not a fully homogeneous country either. It continues 
with coalition governments but there is now a sharper polarization of 
political views, partly because of the immigration that has led to some 
xenophobia.

The fact that the Dutch, like the French, rejected the proposed EU consti-
tution points to the fact that the EU does need more decentralization. I will 
return to this issue under the heading “Europe – A Political Pilot Plant?”.

SWEDEN

The analysis of Sweden was quite correct. Its successive governments 
have been able to continue reconciling the aspirations of its population 
for political freedoms, economic efficacy, social justice and symbiotic 
rather than exploitative relations between humans and nature. This was 
despite the fact that, after several decades of rule by the socialist party, 
the conservatives had come into power in 1976 and nationalized more 
enterprises in 14 months than the socialists had in 40 years. They did 
not stay in power very long and now conservatives and socialists tend to 
alternate in governing the country. It is worth noting that, in addition to 
Sweden, Norway, Finland and even Denmark are also able to reconcile 
the aspirations mentioned above.

The four Nordic countries mentioned above were not treated sepa-
rately in the original text but all four can be a source of inspiration for 
many others on how to improve their own governance. This is particu-
larly true now when serious questions are being asked about the merits of 
neo-liberal capitalism, with its shortcomings coming to light in the recent 
financial crisis. In this dominant system, the maximization of shareholder 
value and the compensation of the top executives of large companies seem 
to be the key criteria in the decision-making of business enterprises. This 
has increased the gap between rich and poor in many countries and par-
ticularly within the Nordic countries. There is no philosophical or moral 
justification for a system in which the difference in earnings between 
the highest and the lowest paid employers has gone beyond the ratio of 
1000 to 1, in which people are treated as a resource rather than as human 
 capital, and with little regard paid to social justice and environmental 
damage. The system is not tenable much longer.
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Another, and now very important, characteristic of Sweden is gender 
equality. In Sweden, as in Norway, about half the members of parliament 
and of the cabinet of ministers are women. In an article entitled “We need 
more women” that I wrote in Vision, I stated that more women were needed 
in research, in the upper management of corporations and to be involved in 
the governance of countries. This was not a plea for equality and the rights 
of women but was rather based on pragmatic observations. Men under-
stand scientific, technological and economic logic – what is possible and 
what is profitable (economically and politically). Women are not inferior 
to men intellectually, and have, in addition, better intuition and a better 
understanding of psychological and sociological logic. In research, what is 
sometimes needed is an intuitive leap in order to come up with an invention. 
In management, a good understanding is required of what people need and 
of what they find acceptable – companies do not exist in a psychological 
and sociological vacuum. In government, a fuller understanding of daily 
life, of families and of the lives of children, young adults and old people, 
and not just of economics and politics, is needed to formulate sound poli-
cies in education, health care and welfare and to avoid wars.

SWITZERLAND

Switzerland was given much more space in the book than its size would 
otherwise have merited because it was analysed as a “model democracy”.* 
I described nine fundamental principles and characteristics of this democ-
racy. This description and a proposition that Switzerland could serve as 
a model for strengthening the EU and even the governance of the new 
world order were fully justified. The Swiss system has, however, deterio-
rated, mainly under the pressures of globalization.

Much of the strength of Switzerland was derived from its status of full 
neutrality, which was established and recognized as of 1815. This allowed 
the country to accommodate international trade practices but otherwise to 
function according to its own interests and rules. It was not subject to strong 
political or economic pressures except during the two world wars. Switzer-
land was active in the world through its International Committee of the Red 
Cross, its substantial foreign aid and its membership of EFTA (European 
Free Trade Association), which did not, however, involve many constraints.
*  La Suisse Démocratie Témoin, André Siegfried, 1964.
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The privileges of neutrality were, however, not to everyone’s liking. 
Switzerland was the host country of the European headquarters of the UN 
and, more importantly, it found itself in the middle of the EEC (European 
Economic Community – now the EU). Voices, therefore, rose both from 
outside and from within the country for Switzerland to join the UN. The 
Swiss resisted the pressure and rejected it in a referendum but finally 
caved in and joined the UN after carrying out a new referendum.

The issue of joining the EU became even more pressing and more di-
visive in Swiss society. The economic attractiveness of belonging to the 
largest single market was obvious but so was the prospective loss of Swit-
zerland’s “biggest asset”, i.e. its direct democracy. The Swiss finessed 
this issue by negotiating bilateral agreements with all member countries 
of the EU that gave them the same trading conditions as those of the EU 
member countries. The price to pay for this, however, was the obligation 
to open the country to free movement of labour. With the opening of its 
markets, there have been increasing attacks on its bank secrecy and unfair 
practices in attracting foreign investment. Many foreigners and the Swiss 
themselves seriously question the virtuous behaviour of Swiss govern-
ment and institutions, particularly during the Second World War.

Globalization brought further problems. In their desire to remain inter-
nationally competitive, Swiss companies, particularly its multinationals, 
started adopting many American practices, moving towards a more primi-
tive form of capitalism.

As a result of the above and of the excessive inflow of immigrants 
from the Balkan, some African and even Asian countries, xenophobic 
sentiments emerged and the media began to criticize individual Swiss 
politicians, political polarization grew and the magic consensus system 
was weakened. In addition, unemployment, which was previously un-
known, began to increase. The most shocking consequence was that, in a 
country in which there had been some very rich people but no really poor 
ones, poverty appeared, affecting some 10% of the population. A certain 
degradation is now clearly observable in what used to be an idyllic, Heidi-
type, picture-postcard country.

Is the value of the Swiss political system as it functioned until the 
mid-1990s fully lost as a model? Far from it. It can still serve as a model 
when many countries, in view of their current problems and dilemmas, 
are searching for ways of transforming their political systems to be less 
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conflictual and more consensual and their economic systems to remain 
effective but become more socially just.

Europe – A Political Pilot Plant?

The analysis of what at the time was the EEC was correct in explaining 
why it was a successful new entity, why it could be a model for other 
continents and ultimately for how a new world order could be structured 
and governed. There is a “but”, however. A key condition for continued 
success of this new economic and political entity – the EU – and its role 
as a model for other continents and a new world order was spelled out in 
the original text on p. 85 (p. 148 in this edition):

“Aggregation of some of the decision-making powers at a level 
higher than the nation-state has to be balanced by a great deal of 
diffusion, of decentralization of the decision-making powers down 
below the level of the nation-state to various rungs of societal 
organizations. The need for reallocating power in two directions 
simultaneously causes strain and confusion, but it is an objective 
necessity, not only in Europe but elsewhere too.”

As the EEC was transformed into the EU and rapidly enlarged, the 
above cited condition for its continued success (which is also referred 
to as “subsidiary principle”) was not heeded and not applied. Laws were 
harmonized, bureaucracy grew, regulations multiplied and a feeling of 
distance grew between the population at large and the governance organs 
of the EU, i.e. the summits of the heads of the member states, the Council 
of Ministers and the European Commission. People began to feel that 
they had little influence on the EU despite the enlargement of powers of 
the European Parliament, and thus little control over their own destinies. 
The expression of this feeling was the rejection of the proposed constitu-
tion of the EU in the referenda in France and the Netherlands, and more 
recently in Ireland on the Pact, which was intended to save the essential 
changes proposed by the constitution to make the EU more manageable, 
more effective and stronger.

The EU will have to redesign its governance structure by decentral-
izing the decision-making also to below the level of the nation-states. 
Many of its member states, such as Belgium, France, Italy, and Spain, 
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have very significant regional, economic, ethnic and linguistic differ-
ences. The regions will need, therefore, to have more say in shaping their 
futures, hence the relevance and validity of the prescription of Denis de 
Rougemont for a “Europe of regions rather than of nations”. The political 
art of moving in two opposite directions simultaneously, i.e. centraliza-
tion of some decisions and decentralization of others, is yet to develop. 
The destiny of the EU and its value as a model for other parts of the world 
depend on the development of this political art.

India
Given India’s size and complexity, its analysis in the original manuscript 
was fairly extensive. Its state three decades after independence was as-
sessed correctly. The population did double, the country managed to feed 
its doubled population and India remained democratic with no great trau-
matic political experiences.

Some of the prescriptions listed under the subheading “Future Paths” 
were realized. The population has not quite doubled in the last three dec-
ades as it had in the previous three, but it has increased by some 400 mil-
lion. Thanks to improved productivity, agricultural output has increased 
sufficiently for the country to feed itself. The educational system was 
reoriented and with the creation of many business schools the required 
management know-how became available. The good level of technical 
and engineering education became very important for India’s subsequent 
economic growth. While the caste system has not entirely been eradi-
cated, the fate of the untouchables has improved, with increased access to 
some higher occupations.

India has also matured politically, shed the remnants of Nehru’s social-
ism, embraced a market-based economy with more conviction, and reduced 
regulation and bureaucratic interference. All of these were the precondi-
tions for a real economic take-off that started roughly a decade ago.

The trigger that started the take-off was a combination of several con-
verging catalysts:
– rapid development of information systems and telecommunication 

technologies;
 – availability of good mathematicians and engineers with knowledge of 

English and willing to work for low salaries;
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– successful Indian immigrant entrepreneurs in Silicon Valley in Califor-
nia, which enhanced the confidence of the outside world in the ability 
of Indians in high-technology industries;

– necessary economic and administrative reforms as well as real opening 
to foreign investments and businesses in India.

Many countries began to outsource labour-intensive work such as ac-
counting and call centres to India. This was followed by contracts for 
software production, which grew at an extremely fast pace and currently 
generate some 15 billion US dollars of exports a year. The city of Banga-
lore became the Silicon Valley of India and this spread to other locations. 
Industrial enterprises using new technologies also expanded quickly. A 
number of family-owned groups of companies prospered and began to 
expand internationally. The famous Tata Group did this at an astonishing 
pace. Relations with China, particularly in trade, have improved. There is 
much less possibility of a conflict between the two countries. If conflict 
with Pakistan over Kashmir could be solved, India would have peaceful 
relations with its large neighbours. With dharma (a sense of obligation) 
being a fairly strong motive of the Indian elite, the country could be on the 
way to becoming one of the key countries of the world.

The challenges before it are, however, enormous: a population that is 
continuing to grow, an inadequate base of natural resources, half a billion 
poor people, great environmental pollution, and a possible shortage of fresh 
water due to climate change. All this will require a lot of talent, ingenuity 
and dedicated work by politicians and improved institutional infrastructure 
in order to propel the country to greater eminence in the world.

Brazil

Significant progress has been made by Brazil in political, economic and 
foreign policy domains during the last three decades. The country has 
matured politically. It seems to have broken the cycle of periodic military 
rule and the hold on power by the wealthy class of the population. During 
the past decade people have not only elected Luiz Inácio Lula da Silva, a 
former labour leader and a socialist, as their president but have re-elected 
him for a second mandate. Lula has embraced the market economy, though 
promises on increased social justice are still largely unfulfilled.
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The economy has also reached a higher state of maturity. Industry has 
broadened and a rather vibrant service sector has developed. Brazil has 
become less dependent on the export of raw materials and a few basic 
commodities. The period in which Brazil was virtually a mono-economy 
dependent on the export of single products such as rubber, sugar or coffee 
is over. The country is thus less exposed to sudden changes in demand and 
prices of its exports. There is more internal trade and more transformation 
from raw materials to finished products. Exploration for new deposits of 
petroleum have continued and Brazil became the world pioneer in using 
biomass as an important source of fuel, without reducing too much its 
capacity to produce grains as was the case in some countries that have 
turned more recently to biomass as a substitute for petroleum.

In foreign policy, Brazil has also had some successes. It has grown 
more independent vis-à-vis the USA and become more active politically 
and diplomatically in Latin America, and it is likely to emerge as an 
 important player in world politics.

There are, however, some serious challenges and problems to over-
come before Brazil can acquire a real world status:

– While the pace of population growth has slowed down it is still too fast 
for the country to absorb its growing population productively.

– A large proportion of the population is quite poor and this is particu-
larly painfully evident in its urban slum districts. In cities such as Rio 
de Janeiro there is an odd feeling that the poor living in shanty houses 
on the hills could just roll down like an avalanche and drown the beau-
tiful wealthy parts of the city and its extraordinary beaches.

– Among the shocking social problems in Brazil are the overcrowded 
prisons, with prisoners living in inhuman conditions, and the killing of 
street children, with some of the authorities and even police apparently 
ignoring or even condoning it.

– Poor people in some rural areas, because of the lack of land for cul-
tivation, of their own initiative or the incitement of planters, keep de-
stroying the Amazon forests that absorb so much CO2, thus moderating 
somewhat the already alarmingly rapid climate change.

These problems have to be solved before Brazil can become a fully devel-
oped country socially and play an important role in Latin America and on 
the world stage, which is what it aspires to.



190 Road Maps to the Future

A New World Order

In Chapter 5, entitled “Different Roads to Common Destiny”, I wrote 
about the need for the emergence of a new world order. I described the 
driving and impeding forces, the preconditions for emergence of such 
order and the feasibility of it. The description and preconditions remain 
largely valid. Despite the great disorder in the world now, but partly be-
cause of it, there are compelling reasons to construct a new world order:

– There is a better understanding by people of the need for it.
– There are clear examples of some societies that have certain character-

istics that could be built into a world order.
– There are major threats hanging over the whole of humanity, such as the 

possibility of irreversible climate change and now also the worldwide 
financial and economic crisis, that individual countries cannot solve.

It is evident by now that certain value systems, forms of government and 
economic systems have outlived their inutility and are producing perverse 
effects. Individualistic and competitive “Darwinian” type of behaviour re-
sults in tension, friction, litigious behaviour, dissatisfaction and wasteful 
loss of human energy. Few people still dream about a collectivist nirvana. 
The regimes that tried to impose the idea that “the party is the brain of the 
nation”, with the people being just the cogs in the machine, have mostly 
disappeared. The most effective value system and mode of behaviour is a 
cooperative one. People remain individuals but they cooperate on a vol-
untary basis. It provides more social satisfaction, better economic results 
and better political institutions.

The countervailing system of political governance with those in power 
and those in opposition generates too much division, conflict and polari-
zation in societies rather than mobilization for the common good. While 
there are still some dictatorships, they will be rejected with time and will 
disappear because they prove to be ineffective economically, politically 
and socially. They lead many countries to impoverishment and suppressed 
freedoms, and produce dissatisfaction and fear; they have used torture and 
sometimes extermination of certain people and certainly do not produce a 
feeling of well-being in their populations.

The only economic system that will work is a system in which de-
cisions are made by consensus by people coming from different parts 
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of the ideological spectrum and where power is highly decentralized so 
that each community and each region can decide its own destiny and feel 
responsible for it rather than just blaming all the problems on the cen-
tral government. Unbridled market economies lead to great enrichment 
of the few and to enormous differences between the very rich and the 
poor. Economies with state planning and ownership can last only for a 
short period at early stages of economic development and that is only at 
significant political and human cost. Therefore, the best economic system 
is one that takes into account the real interests of all stakeholders, rather 
than focusing just on shareholders, and in which government, business 
and labour unions work hand in hand to reconcile their needs and desires 
for public good.

The UN is actually an association of governments – it is not a real 
union of the people of the world. Such a world order can only be created 
and function effectively if it is based on a value system, behaviour, po-
litical governance and economic system at least close to those described 
above. We have no choice. As I ended the chapter 30 years ago:

“We cannot abandon our earth. We do not wish to destroy it. 
No part of humanity can appropriate it. We must accommodate 
ourselves within its confines with some rules that will govern us 
all, within a single world order, our common destiny.”
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C H A P T E R  7

Ukraine: The Last 20 Years and the Next 20

The Road to Independence

The Chernobyl catastrophe was a significant event in contemporary 
history. It was an illustration that all decisions regarding the Ukrainian 
Soviet Socialist Republic were taken in Moscow rather than in Kiev; 
it was part of Ukraine’s terrible heritage from the Soviet Union. It had 
a great impact on the physical and psychological state of thousands of 
Ukrainians; coping with its aftermath took up a large proportion of the 
state budget and will continue to do so for decades. The event, however, 
was also a strong signal to Ukrainians that they needed to rethink the 
status of their country; it gave them, among whom were many party faith-
ful, the will to change.

The next two years (1987–1989) was a period of political thaw during 
which Ukrainians started to hope and believe that change would be pos-
sible. People were beginning to lose fear; former political prisoners and 
literary and cultural elites started discussions groups, first in private and 
eventually more in public. This spontaneous movement was transformed 
into the organization Rukh (which means the “movement”), which pro-
duced articles about independence even in some Communist newspapers 
such as Lenin’s Youth, published in Lviv.

The period 1990–1991 was not only a time of national euphoria but 
also of concrete actions leading towards independence: a human chain 
from Lviv to Kiev in January 1990 to commemorate the proclamation of 
independence in 1918, the first democratic elections to the parliament of 
the then Soviet Republic in March, a seminar held in May for members 
of the Ukrainian parliament that described various models of democracy, 
with their positives and negatives (e.g. Switzerland–Germany, UK–Can-
ada, France–USA).

During this period, the national democrats, who comprised a third of 
the deputies, dominated the debates while the communists were retreating: 
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some for purely opportunistic reasons, others because they were becom-
ing patriots. Serious legislative work began. On 16 July 1990 the parlia-
ment voted almost unanimously for the Declaration of Sovereignty of 
Ukraine, which contained key foreign policy principles. On that day, the 
parliament elected Leonid Kravchuk as its chairman, thus replacing the 
first secretary of the Communist Party of Ukraine who happened to be in 
Moscow on that day.

The Council of Ministers did not seem in a hurry to implement the 
Declaration of Sovereignty. In reaction, a group of students set up tents 
on the main square (then called October Revolution Square, now called 
Independence Square) on 1 October 1990 and declared a hunger strike. 
The students had five very bold demands: the dismissal of Prime Minister 
Masol, the holding of new elections to the parliament in the spring of 
1991, the nationalization of the Ukrainian Communist Party’s assets, the 
prohibition for Ukrainian soldiers to fight outside of Ukraine’s borders 
and the refusal to sign a pact for renewal of the USSR.

The first reaction of the majority of the parliament was rather cyni-
cal but the number of striking students kept increasing, accompanied by 
growing public manifestations in favour of the students. Eventually, thou-
sands of students from nearly all the universities in Kiev marched towards 
to the house of parliament. Members of parliament agreed to be addressed 
by Oles Doniy, one of the main organizers of the hunger strike. After 
speaking briefly, Doniy “threatened” the parliamentarians by giving them 
20 minutes to accept the strikers’ five demands. The parliament “caved 
in”, agreed to all demands and acted immediately on one of them by dis-
missing the prime minister. None of the students were arrested. This event 
was a critical step in Ukraine’s march to democracy and independence.

The putsch against Mikhail Gorbachev that took place from 19 to 22 
August 1991 became the catalyst for dramatic events. Ukraine, under the 
leadership of Kravchuk, did not join the putsch and at the extraordinary 
meeting of the parliament on 24 August declared the Act of Independence 
and set 1 December as the date for a national referendum on independ-
ence and for the election of the president of Ukraine.

I recall a very interesting moment in that day. During a break in the 
session, I sat, together with seven deputies, at the round table in the parlia-
ment chairman’s reception room. There was only one issue on the agenda: 
what should the country that they were about to declare as independent be 
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named? “The Democratic Republic of Ukraine,” came the answer. “There 
have been many such republics but they have not been very democratic,” 
replied a member. “In that case, The Republic of Ukraine,” said another 
Member of Parliament. The poet and politician Dmytro Pavlychko then 
reacted immediately: “Why not simply Ukraine?” We did not have to vote, 
all faces beamed with satisfaction. We had decided the name of our coun-
try in less than a minute, and hoped it would remain so in perpetuity.

The referendum on 1 December produced an unexpectedly positive 
result. Over 80% of the population voted for independence. The popula-
tion at large had by then understood that Moscow was no longer able to 
anticipate and control everything, that the imperialist regime had outlived 
itself, and was coming to an end.

On the same day, Kravchuk, a former member of the Central Commit-
tee of the Communist Party of Ukraine, was elected the first president of 
Ukraine, partly because there were too many candidates from the national 
democratic forces. On 5 December, with his hand on a Bible, Kravchuk 
was sworn in as president and a choir sang the Ukrainian national hymn: 
“Neither the glory nor the freedom of Ukraine are dead”. Ukraine was 
born as an independent country. On 7 December, President Kravchuk met 
with the president of Russia Boris Yeltsin and the chairman of the parlia-
ment of Belorussia Shushkevich and, together, they agreed to dissolve the 
Soviet Union.

Nomenclature in Power (1992–1994)
While national democrats were a minority in numbers, morally they were 
the majority in the parliament. They had been dreaming about independ-
ence for a long time but they had not, unfortunately, given much thought 
to how to take over power. They could have taken it in 1991–1992 by 
pushing aside the nomenclature and creating a government and a bureauc-
racy with new people who had no experience of governance but who had 
a patriotic attitude towards the development of the country. In January 
1992, President Kravchuk proposed to Vyacheslav Chornovil, leader of 
the democrats in opposition who had lost the presidential elections, that 
he join the Cabinet of Ministers as deputy prime minister and that he 
suggest other candidates from the democratic forces for cabinet posi-
tions. Chornovil refused, however, and it was this refusal that allowed the 
former communists to remain in power for years to come.
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Kravchuk acted with the dignity and self-esteem befitting the president 
of a large country, particularly during his state visits to the UK, India and 
the USA (on which I accompanied him). He did not, however, have a 
good understanding of economic issues. Under pressure from Western, 
particularly US, advisers, a privatization process was started. It benefited 
former nomenclature who took over factories and other state assets and 
became oligarchs. They kept growing like mushrooms after rainfall. Per-
haps the worst manifestation of the political boldness, even arrogance, of 
former communists was when, in the summer of 1993, three inexperienced 
people on Leonid Kravchuk’s staff proposed to emit state obligations for 
a sum of 10 billion dollars, offering the whole of Ukraine as guarantee. 
President Kravchuk asked me to go and check what these “boys” were 
doing. They paid no attention to my warning that the scheme was both 
dangerous and impossible to carry out. While abroad, I learned that Presi-
dent Kravchuk was going to propose to the parliament on 11 November 
that it approve the emission in question. I called Kravchuk the day before 
and I begged him not to do it, explaining that it was impossible to sell the 
obligations and that proposing the plan to the parliament would damage 
his own reputation. Somewhat naively, though, Kravchuk went ahead and 
made the proposal to the parliament the following morning. Fortunately, 
the parliament rejected it.

The incompetent management of the country’s economy led to a major 
economic crisis. The GDP was falling sharply and continued to fall for the 
following seven years. Many enterprises were dismantled, some simply 
for scrap metal, and unemployment began to rise along with hyperinfla-
tion. The euphoria of 1988–1992 was replaced by pessimism, loss of con-
fidence in the government and doubts about the virtues of independence.

An important decision taken by Kravchuk was the January 1994 sign-
ing, together with Presidents Clinton and Yeltsin, of the agreement on 
nuclear disarmament of Ukraine and handing over nuclear weapons to 
the Russian Federation for their dismantlement. This agreement was 
done under pressure from the USA, even though afterwards the USA 
was unwilling to compensate Ukraine for the loss of its military power 
and gave only token help for the dismantlement. The consequence of 
Kravchuk’s decision was that Ukraine lost its ability to negotiate with the 
outside world and particularly with the USA for economic privileges and 
a better political status. There was, however, a reason for his decision: the 
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Declaration of Sovereignty of July 1990, which stated that Ukraine would 
become a non-nuclear state.

The First Mandate of President Kuchma (1994–1999)

The second presidential elections took place in a normal, democratic 
fashion. Kravchuk, partly because of his certitude that he would win the 
elections, lost them to Leonid Kuchma. Kuchma started with good inten-
tions. Even before the elections he had assured me, in a private meeting, 
that he would not introduce Russian as a second official language and that 
relations with Russia would be built on normal economic and commercial 
bases, rather than on the basis of any kind of political alliance. In October 
1994, Kuchma proposed a well-prepared plan for economic reforms to 
the parliament. The oligarchs, however, some of whom worked in the 
presidential administration, started to put the brakes on and pervert some 
of the reforms.

The most successful period of Kuchma’s rule was the “golden summer” 
of 1996, which was marked by three significant accomplishments:

– the adoption of the new constitution in July;
– the curtailing of inflation;
– the introduction of the new national currency, the hryvnia, in September.

The currency change was prepared and carried out effectively without 
any losses to companies or individuals, by Viktor Yushchenko, then the 
head of the National Bank of Ukraine.

Democratic Regression (1999–2004)

In response to the comment that he should “clean his stable”, meaning 
get rid of his advisers and oligarchs, before the next presidential elec-
tions, Kuchma answered very candidly that he would be able to do it 
only after the elections. He won the elections in 1999 not because of his 
great popularity but more due to the fragility of the opposition. During 
the first two years of his second mandate, Kuchma governed in a fairly 
normal fashion except for some authoritarian temptations. In the autumn 
of 1999, he introduced agrarian reforms that became one of the stimuli 
for economic renaissance. The real positive turn-around for economic 
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growth came after the nomination in January 2000 of Yushchenko as the 
prime minister and Yulia Tymoshenko as deputy prime minister responsi-
ble for energy. The team worked very effectively. Tymoshenko forced the 
producers and distributors of electric power to abandon barter for mon-
etary settlements, to make financial reports and start paying taxes. Rapid 
increases in revenue allowed the government to pay its debts to workers 
and pensioners, which increased the purchasing power of the population 
and thus the demand for goods and services. After nine years of decline, 
GDP started growing at a rate of 9% per year. The same government also 
stepped up its work towards the European integration of Ukraine.

Kuchma, however, saw in the success of the Yushchenko–Tymoshenko 
team a potential threat to him. Without reason, he dismissed the govern-
ment in April 2001 and proposed as prime minister Viktor Yanukovych, 
a person with a murky past but a “good boss from Donetsk” and more 
acceptable to President Putin. While the economy continued to func-
tion normally, democracy came under pressure, particularly after Viktor 
Medvedchuk became the head of the president’s administration. The kill-
ing of Georgiy Gongadze, secret instructions to the media and scandals 
about the sale of weapons came to be known as “the dark years” of the 
Kuchma–Medvedchuk regime. Dissatisfaction among the population 
grew, particularly in the Western and Central regions, and large demon-
strations for a “Ukraine without Kuchma” took place. These often led to 
beatings and arrests of demonstrators.

The Orange Revolution

In the autumn of 2004, the fourth presidential elections were approaching. 
Kuchma was not able to change the constitution and run for a third man-
date. The key candidates were Yanukovych, who received Kuchma’s bless-
ing and insolent support from Putin, and Yushchenko, who was supported 
by more democratic, patriotic and pro-European citizens. Yanukovych, 
however, had administrative resources, potent oligarchs, a majority of the 
electorate in Eastern and Southern regions and particularly the pro-Russian 
electorate supporting him. A blatant misuse of administrative resources, the 
falsification of election results and an attempt to poison Yushchenko (who 
organized it?) created much tension in Ukrainian society. The political tem-
perature rose quickly. A young political group “PORA” (“It is time”) was 
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preparing for massive demonstrations and the reaction of the population 
was very quick and spontaneous. Thousands of people, followed quickly by 
hundreds of thousands, converged from even distant places on Independ-
ence Square in Kiev, in what became known as the Orange Revolution.

This revolution was one of the most important and most noble events 
in the history of Ukraine. High-level moral demands were at stake: “truth 
and freedom”, discipline, brotherly concern for others, mutual aid, songs, 
and flowers rather than stones for security services, even for hoodlums 
transported by special trains form Donetsk to break up the demonstration. 
Not a single person died during the revolution, which lasted many weeks 
in cold winter weather. There was no precedent in human history of this 
kind of peaceful revolution. Ukraine became the epicentre of world atten-
tion. Only Russia and a few other dictatorial regimes observed the events 
in Ukraine with a mixture of scepticism and fear.

Yushchenko, Tymoshenko and Oleksandr Moroz, although belonging 
to three different parties, stood side-by-side on the improvised stage of 
Independence Square. The only false note in this “symphony of freedom” 
was the many unnecessary and unrealistic promises made from the stage: 
“Five million new jobs in five years!”, “Falsifiers will be imprisoned!”, 
etc. This was not in tune with the hundreds of thousands of demonstra-
tors who were chanting repeatedly: “Freedom and truth!”, “Yushchenko, 
yes!”, “We are many, we cannot be subdued!”. Many officers of the mili-
tia, state security services and army joined the demonstrators. The minis-
ter of defence declared that the role of the army was to defend the country 
from external threats and not to fight against its own people. There was a 
threat of intervention by an army unit from Odessa, but it just hung in the 
air. Kuchma, as commander-in-chief of the army, did not give the order 
to march on Kiev. Was it his conscience or warnings from the West not 
to use the army, or both? Only Kuchma knows. There were even Ukrain-
ian diplomats from around the world who sent letters of support to the 
Orange Revolution. By doing this, they were risking not just their jobs but 
also their careers, status and comfortable life abroad.

At the height of the confrontation, Western moderators (Javier Solana, 
Aleksander Kwaśniewski and Valdas Adamkus) came to Kiev to facilitate 
negotiations between Kuchma and Yushchenko. They proposed a com-
promise: the organization of a third round of elections with a new central 
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election committee in exchange for amendments to the constitution that 
would reduce the powers of the president and increase those of the parlia-
ment and the cabinet of ministers. The compromise was accepted and 
Yushchenko won the elections and became the new president. Did he pay 
too high a price by accepting reduced powers? Would he have acted more 
decisively later on if he had retained more extensive powers? It is difficult 
to say.

Years of Disillusion and Political Chaos (2005–2008)

The constitutional changes were not necessarily a bad thing in the light of 
the examples of Kuchma during his second mandate and George W. Bush. 
It can be dangerous for a country when the president has very extensive 
powers. However, even during the first eight months of 2005 when the 
constitutional changes were not yet in effect, Yushchenko, despite his 
good intentions or perhaps because of the advice of his close friends and 
advisers, was unable to lead the country in a clear fashion. The situation 
in Ukraine began to worsen in the spring of 2005 and continued to dete-
riorate throughout the year. Relations between the president and Prime 
Minister Tymoshenko were conflictual rather than cooperative. The 
president dismissed the prime minister in the autumn of 2005, appointing 
Yuriy Yekhanurov in her stead.

Because of the lack of clear political direction and policies and the 
non-fulfilment of electoral promises, the president’s party “Our Ukraine” 
started to lose much of its electorate and suffered a crushing defeat in the 
parliamentary elections in March 2006. Real political chaos ensued for sev-
eral months as a result of the president’s hesitations and inability to create 
the desired “Orange” coalition after these elections. Yushchenko wanted 
to have a person from his entourage elected as chairman of the parliament 
but did not succeed. Counting on the goodwill and political support for 
Yanukovych, he signed a “Declaration of National Unity” with him and 
leaders of other political parties and proposed him as prime minister.

Yanukovych created an anti-crisis coalition of the Party of Regions, 
the Communist Party and the Socialist Party. Tymoshenko went into op-
position. After some time, ministers from Our Ukraine, who worked in 
the cabinet of Yanukovych, resigned from the party and started searching 
for a new home in the changed political landscape.
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The anti-crisis coalition was also fragile and political instability contin-
ued. Early elections to the parliament seemed necessary and the president 
called for them. On 29 September 2007 the Orange coalition, consisting of 
the Yulia Tymoshenko Bloc, Our Ukraine and the Party of People’s Self-
Defence, achieved a constitutional majority in the parliament but only by 
a very small margin. Since the Yulia Tymoshenko Bloc got more votes 
than the rest of the Orange parties she rightly claimed the post of prime 
minister. The anti-crisis coalition came out weakened after the elections 
because the Socialist Party had not achieved the 3% threshold and had 
leave the political stage. A new political party of the former chairman of 
the parliament, Volodymyr Lytvyn, got into the parliament but formally 
remained outside of any coalition.

As of July 2008, the political situation continues to be very unsta-
ble. To make matters worse, inflation is increasing rapidly because of 
rising prices of energy, raw materials and food. The president and prime 
minister do not see eye-to-eye on how to fight the inflation. GDP is still 
increasing but at a slower rate than in the period 2000–2004. The Orange 
coalition lost the constitutional majority through a number of defections. 
The opposition coalition is also not very strong: it consists of the Party 
of Regions and the Communist Party, which both oppose Ukraine joining 
NATO. Yanukovych himself does not appear to be the most influential 
member of his party. The parliament is semi-paralysed. The population 
has little confidence in the parliament, in the cabinet of ministers or in 
the president. It has negative views about primitive capitalism, which 
creates such differences between the rich and the poor; it believes less 
in the Western world. Political chaos continues. Arseniy Yatsenyuk, the 
chairman of the parliament who was supported by Yuschenko, was forced 
to resign. Lytvyn was elected in his place. However, this did not increase 
the effectiveness of the parliament. Because of the political chaos, the 
world financial and economic crisis will affect Ukraine even more than 
countries that are politically stable.

The Road to a Normal State – The Next 20 Years

Will Ukraine become a normal state? My answer is yes, but under what 
conditions? The Orange Revolution embedded many key elements of de-
mocracy. There are now free and honest elections, freedom of expression, 
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free media, and the memory in the people that a mobilized population can 
manifest its will and even impose it on political leaders. There is now a 
better acceptance of private property, somewhat better rights for women 
and the belief particularly among the younger generation that they can, 
through hard work, influence their destinies.

The characteristics of a desirable normal state can be grouped into four 
spheres: political, economic, social and ecological.

In the political sphere:
– a real democracy
– guarantees of human rights
– freedom of speech
– free elections at all levels
– equality before the law
– a strong and independent judiciary
– separation between business and politics.

In the economic sphere:
– competitiveness on internal and external markets
– a knowledge economy rather than one based on energy and resources
– a free market
– a fast pace of innovation
– professional management of enterprises
– rapid GDP growth
– low inflation
– material well-being of the population
– low unemployment (even though a certain level of unemployment is 

necessary for maintaining mobility in the labour force)
– structural changes in the economy
– restructuring of enterprises and the introduction of new technologies.

In the social sphere:
– high quality of science and education
– good state of health of the population
– adequate salaries and pensions
– ability to work after normal retirement age
– most importantly, social justice through reducing differences between 

the very rich and the very poor.
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In the ecological sphere:

– a shift towards sustainable development
– preservation of pure air, fresh water and land
– treating finite natural resources as if they were the “statutory capital 

and not an annual income”.

What are the preconditions for Ukraine to have a state with the above-
mentioned characteristics? The most important one is strengthening 
governance organs and building a new, real political elite at all levels, 
which would be professional and patriotic, and ready to work for society 
and not only for personal interests. Such people would not be burdened 
by the Soviet heritage and would not act like officials in a colony, yet 
would retain some of the positive features of the Soviet system: science 
and education in natural sciences, good health care, etc. These people 
would know foreign languages, read from original sources and speak with 
foreigners directly rather than through interpreters. Such people would 
have grown up with contemporary information and telecommunication 
technologies and work methods. These people would have travelled to 
different parts of the world and would know which countries are “normal” 
and why; they would have good professional and personal networks both 
in Ukraine and abroad, and they would not have too many illusions about 
the so called civilized countries, nor have inferiority complexes.

Will such a new elite emerge? It is already emerging. However, we 
need a critical mass of such people for them to become dominant in the 
parliament, in the cabinet of ministers and in the presidential administra-
tion. They will need a mobilizing vision of the future Ukraine.

What will, of course, also be needed is for the current generation in power 
to exit from the political stage. The return of at least of some emigrants 
who acquired good education and experience abroad will also help. This 
will happen, as testified by the example of some of the other former Soviet 
republics, as soon as economic prospects in Ukraine improve and when 
the state organs and enterprises have the will and the know-how to attract 
such people by offering interesting and rewarding work.

There are also external preconditions for the successful transformation 
of Ukraine into a normal state. During the next 20 years, Ukraine should 
become a member of the EU or at least be on the finishing line towards 
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this objective. For this to happen, the EU and the majority of its popula-
tion will first have to rest from the fatigue of the rapid enlargement of 
the EU from 15 to 27 members. The prospect of any further enlargement 
currently evokes negative reactions. This is one of the reasons for the 
rejection of the proposed constitution of the EU during the referenda in 
France and the Netherlands, and more recently the rejection of a Pact, a 
scaled-down version of the proposed constitution, in Ireland. The fatigue 
has arisen also because the institutional architecture and the procedures 
for decision-making in the EU need substantial changes. The requirement 
of a unanimous decision by member countries of the EU (the veto right) 
slows down the EU and sometimes almost paralyses it.

In order for the EU to have a common foreign policy and a common 
army, a somewhat modified constitution or pact will have to be adopted. 
Decisions should be taken by a qualified majority of member states and 
their population. Other such institutional reforms will have to be accepted 
and made even at the cost of ignoring the negative results of the ref-
erendum in Ireland. The push towards these objectives was driven by 
Germany during its presidency of the EU and particularly by its chancel-
lor, Angela Merkel. Such a future EU will have the courage and ability 
to open its doors to Ukraine once it fulfils the Copenhagen criteria, i.e. 
have an effective democracy, a functioning market economy, guarantees 
of human rights and a certain level of economic development.

There is another important factor that could promote or delay Ukraine’s 
entry into the EU – the relationship between the EU and the Russian 
Federation and the internal evolution of the latter. If, during the next 
10–15 years, the EU develops more independent relations with Russia 
despite its dependence on Russian energy, then it will pay less attention 
to the fact that Russia does not want Ukraine to join the EU. The current 
evolution in Russia towards a totalitarian regime and its positioning as 
a counterweight to EU and NATO will lead to a better understanding of 
why Ukraine is really needed within the EU and NATO. It will dispel 
the false notion that Ukraine would be a useless burden rather than a 
strengthening element of these two organizations.
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Necessary Actions and Events for Ukraine to Become a Normal State
In the political sphere it is very important that the next two presidential 
and parliamentary elections take place in a transparent and democratic 
fashion, regardless of the results they produce. Democracy, the main her-
itage of the Orange Revolution, must be safeguarded. These events and 
timescale are necessary for the maturation of the new elite. It is important 
to change the constitution and introduce a more federal structure with 
more decentralization of power by increasing the power of communities, 
the structures above them and the oblasts (provinces). The post of oblast 
governor should be done away with. At all three levels there should be 
elected councils and executive bodies appointed by them.

The most important challenge is reducing the number of political par-
ties to five to seven. These should be truly European-type parties with 
clear ideologies, programmes, principles of domestic and foreign policies, 
concrete plans for legislative work and policies, and methods and instru-
ments for their implementation by a future government. These should not 
simply be promises for election campaigns but real party programmes. 
Such a reduction of parties from the recent 130 could happen through 
the disappearance of many of the smaller political parties, the merger of 
others, and the emergence in Ukraine of political philosophers/architects 
and new political leaders in place of politologists, political technologists 
and business leaders in politics.

Ukraine needs a strong centrist party acting like a keel in a boat and a 
conservative party to defend business interests, prevent radicalization of 
the society and preserve the positive elements of the status quo. A social 
democratic party is needed to keep pressing for more social justice, better 
education and health care, higher salaries and pensions and more support 
for culture. Also, real leftist and rightist parties are needed as irritants 
and stimuli for the three main parties and for the birth of new political 
concepts. Three parties could suffice, five would be ideal, seven is still ac-
ceptable, but when there are more politics gets transformed into a circus.

In foreign policy, the key objective of Ukraine remains membership 
of the EU. The process of getting closer to this objective would in itself 
lead Ukraine towards being a normal state, because it would result in a 
better legislative base, the necessary political and legal reforms, and a 
more effective economy. There are, however, additional benefits to being 
a member of the EU, such as free trade, cross-investments and, most 
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importantly, security. Given the fatigue of the EU, there should be some 
clear rules: there should not be any loud declarations as to when Ukraine 
will become a member, neither a demand from the EU for such declara-
tions. What is really needed is competent and consistent work with the EU 
in the framework of its New Neighborhood Policy, which gives signifi-
cant possibilities for getting closer to the EU; there are ample funds avail-
able for this purpose from the EU. How much financial help Ukraine can 
get for the necessary transformations depends only on competent work. 
Ukraine needs to work directly with legislative and executive bodies of 
EU member countries, particularly with key members such as Germany, 
France, the UK and Italy. Ukraine should work particularly diligently 
and sufficiently early with countries that will hold the presidency of the 
EU in the near future. It is almost criminal that at times there have been 
vacant posts among Ukraine’s ambassadors to France and other important 
countries. How can Ukraine count on these countries’ support for EU 
membership when its diplomatic relations with them are at a lower level 
than with some non-European countries?

Ukraine should not rely on Poland as its prime advocate for member-
ship in the EU. Poland is a genuine and important partner of Ukraine and 
it should remain so. Poland, however, occasionally contributed to the “fa-
tigue” of the EU through its aggressive demands during the negotiations 
about its membership, a greater loyalty to the USA than solidarity with 
key members of the EU such as France and Germany over the question of 
war in Iraq, and in its use of its veto rights.

Ukraine’s embassy to the EU understands this situation. Ukraine needs 
help from Poland in learning about their positive and negative experiences 
of the relations with the EU but it must work directly with the Council of 
Ministers, the European Commission and all member states in order to 
harmonize its legislation with that of the EU.

After the recent accession of Ukraine to the World Trade Organization, 
it needs a lot of adaptation in various sectors in order to open up domestic 
and foreign markets. To do this, it needs to keep spreading information 
about the needs for products and services in various markets, as was done 
by the Ministry of International Trade and Industry in Japan. Ukraine also 
needs to secure temporary favourable conditions for some of its sectors 
nad create better trade missions in its main export markets and in coun-
tries from which it imports raw materials, products and services.
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Ukraine should retain some natural monopolies such as the postal 
services and railroads, at least for the time being, and some state-owned 
strategic enterprises, but these should all be run by professional boards 
and professional management rather than by political appointees. Ukraine 
should also be changing its economic structure towards a more knowl-
edge-intensive type, and increase the rate of innovation through better co-
operation between companies, research institutes, engineering schools and 
universities, with financial support from the state. The most important goal 
is to accelerate the growth of GDP to 8–10% per year while lowering infla-
tion. With 10% growth, GDP would double every seven years, and there 
would be an eight-fold increase within 21 years, by which time it would 
reach the average level in the EU, where GDP grows at only 2–3%.

To reach a growth of GDP of 8–10% per year, the country needs to 
accelerate the innovation process but also to lower the administrative 
barriers to the creation of new enterprises. Another indispensable pre-
condition is to increase foreign investment by improving the investment 
climate, simplifying procedures, reducing corruption and providing good 
information and consulting services for potential investors. The number 
of different taxes should be reduced without reducing the overall revenue, 
and possibly the tax administration should be abolished and replaced with 
small non-corrupt tax inspection units.

In the social and humanitarian spheres, Ukraine needs to increase the 
quality of science, education and health care. Improvements in science 
and education require changes in the structure of the budget: reducing 
subsidies but stimulating the integration of science and education as 
well as their cooperation with enterprises for transforming knowledge 
into commercially useful technologies, processes and products. The 
faculties of business and management institutes should develop special 
courses for senior management on how to manage innovation processes 
through cooperation with research and educational institutions. Health 
care should probably be privatized but accompanied by compulsory 
 insurance, and the state should monitor both the health care and the 
 insurance companies.

In the ecological sphere, there should be a shift to a sustainable de-
velopment model. Transition to this model can be stimulated with good 
information and by emphasising that in the future this is the only way 
for economic development. Financial stimulants such as temporary tax 
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breaks should be introduced to encourage the adoption of new technology 
and equipment. The exploitation of natural resources should be subject to 
new taxes that depend on the scarcity and value of those resources. Pollu-
tion taxes should also be introduced to protect air, water and land.

Summary

Ukraine was born in joy and without much pain. Its human and natural 
potential seemed to promise it rapid development and a bright future. It 
did not quite turn out that way. Centuries of tsarist rule and decades of 
a Soviet regime weakened the organs of the nation. Systematic humili-
ation, destruction of both the elites and the peasantry, isolation from the 
world – all these left very deep scars. National consciousness weak-
ened as did pride, self-respect and patriotism. All kinds of complexes 
developed in addition to a somewhat warped understanding of Ukraine’s 
place in the world. The language and culture of native people were seri-
ously threatened.

It is against this background that one should analyse what has hap-
pened in Ukraine during the last 20 years and think about what should 
happen in the next 20. Ukraine was reborn as an institutional infant and 
has been going through infant illnesses. Government remained in the 
hands of people moulded by the Soviet regime. The initial economic situ-
ation was very poor and the institutions of an independent state had to 
be created. Many foreign advisers appeared on the scene, not all of them 
sufficiently wise nor well-intentioned, as well as many native political 
opportunists and business parasites. Democracy does not blossom easily 
in post-Soviet territories. There were, and still are, many abuses and much 
incompetence.

The state has, nevertheless, reinforced itself. It does exist. There were 
short very positive periods, such as the summer of 1996, 2000–2001 
and, most importantly, the Orange Revolution of 2004, that revealed the 
real quality and potential of the majority of the people, and reinforced 
democracy.

The country now has a fairly strong foundation. Based on that and on 
the coming change of generations, we can be optimistic about the coun-
try’s future. We need to be patient because it will take another 15–20 years 
before Ukraine will heal from all its institutional illnesses, strengthen the 
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social order, proceed with self-confidence on the way to strong develop-
ment and join a group of countries that feel proud of themselves.

This additional chapter to the original text written 30 years ago is not a set 
of predictions of what will happen, but rather some prescriptions of what 
should happen. The destiny of Ukraine is in the hands of Ukrainians. Let 
us hope that they will rise to the challenge.
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A P P E N D I X

Measures of Effectiveness

‘Seek simplicity and then mistrust it.’

(alFreD north whiteheaD)

There has been an explosive growth of quantification in the last few 
decades; tens of thousands of new standards, yardsticks and measures 
have been developed to measure a multitude of phenomena. We have not, 
however, come up with a composite indicator of effectiveness of societies 
and are not likely to come up with it soon. One of the reasons is that we 
have not thought in terms of aggregate effectiveness of any given society, 
but rather only about effectiveness of particular operations, corporations, 
organizations, programmes, or, at best, the whole economy. We can evalu-
ate the effectiveness of an assembly line or of an investment and, with less 
rigour, of programmes for reduction of  unemployment, improvement of 
the balance of payments, or increasing of the rate of growth of GNP. We 
are not yet able, though, to measure the effectiveness of a nation-state 
with its economic, social or political institutions, which together deter-
mine the performance of a country.

The search is on. First to emerge were the quantitative measures of 
economic performance. The one measure that came into most common 
use and abuse has been GNP in absolute terms, on a per capita basis 
and, of course, its rate of growth. Nations have been ranked, classified 
and judged according to GNP as an ultimate performance criterion. Even 
though its power remains quasi-hypnotic, the realization has spread that 
GNP is a measure of the volume of economic, and more specifically 
market, activity and not a measure of human welfare, and not even of 
economic welfare as such. Many goods and services are produced and 
valued though they are not traded on any market and thus do not get 
incorporated into GNP, such as household work or the upbringing of 
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children. Other services that do get incorporated in GNP do not reflect an 
increase in welfare, such as various services necessitated by an increase 
of traffic accidents.

The limitations of GNP have evoked an interest in aggregate meas-
ures of well-being in a society, leading to such concepts as GNW (gross 
national welfare) or MEW (measure of economic welfare). While these 
were being developed, a number of separate measures of welfare emerged 
under the heading of social indicators, varying in clarity and precision 
from readily measurable daily calorific value of food intake per person to 
the more elusive assessment of the quality of recreational and entertain-
ment opportunities.*

The greatest difficulty arises when it comes to measures of the ef-
fectiveness of political governance. Some objectives such as freedom 
and justice appear clearly desirable, but the degree of their attainment, 
the trade-offs involved and the costs of attainment defy the ingenuity of 
statisticians.

This introduces the second main reason for the absence of composite 
indicators of societal effectiveness. Only a few conditions of mankind, 
such as an individual’s lifespan (life expectancy), are both readily meas-
urable and seem to most people highly desirable. Most of the conditions 
of man’s existence either elude precise quantification or vary enormously 
in the value attached to them by individuals, by communities within any 
given society, or by different societies.

So many factors influence the value attached to one’s condition of 
existence – the present state of an individual, his physical and psycho-
logical make-up, his origin, his social condition, his abilities, aspirations, 
realizations and the breadth of his horizons, the basis for comparison, 
reference groups and countries, the congruence between his image of an 
ideal societal order with his position in it, and the current reality. To a 
really hungry man the very next meal is of paramount importance. Radio 
announcements of a new agricultural policy that will improve food supply 
will be less important than a whisper from a friend who stole a loaf of 
bread and is willing to share it. To a journalist, the right to write freely is 
among the most important attributes of a good societal order, just as the 
right to profit is for a businessman, or the right and the opportunity to 

*  McHale. J. and McHale, M. C., Basic Human Needs, Transaction Books, New Brunswick, 
NJ, 1977.
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play is for a musician. For similar reasons, and given the fact that hardly 
anyone’s condition remains fully static, the assessments of effectiveness 
of societal orders vary not only between individuals, groups, communites 
or nations, but also over time.

Given what appear to be insurmountable obstacles to the creation of 
an objective and universal measure of societal effectiveness, should we 
give up the search for them? Hardly. Firstly, assessments, evaluations and 
comparisons of different societal orders are made constantly even in the 
absence of objective, broadly accepted criteria of effectiveness.* Making 
such measures and criteria more explicit would improve the ability of 
different societal orders to evolve, to become more effective in satisfy-
ing the needs and aspirations of the people within them.† Secondly, there 
are needs and aspirations that constitute an irreducible core and whose 
satisfaction provides some indication of how well a given society func-
tions. Let us just mention a few: the right to be born, to exist; the right to a 
minimum of physical well-being; the right and opportunity to learn, think, 
believe, communicate, influence, love and work; the desire to matter, to 
make a difference.

For most such fundamental needs, we shall only have proxy measures. 
They will not be universal since their context will remain of paramount 
importance. The proxy measures will be the perceptions of the people 
concerned, their assessments relative to their values, needs, aspirations 
and priorities. Most of the measures that we have already developed are, 
in fact, proxy indicators. They can be grouped, though somewhat arbitrar-
ily, into economic, social and political.

Economic Measures

The total GNP of a country does provide at least an approximate measure 
of its economic output and, therefore, its economic power, though not of 
the efficiency of the system. To have some indication of economic efficacy 
one has to analyse the inputs that go into the production of the output as 
measured by GNP. The key inputs are the available natural resource endow-
ments, the existing stock of capital, the volume of investment, know-how, 

*  European Olympics, Vision, July/August issues from 1972 to 1978.
†  Measuring the Quality of Life: Philippine Social Indicators, Development Academy of the 
Philippines, 1975.
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amount and nature of work input, and the associated costs (externalities). 
GNP per capita is still a reasonable indicator of the current wealth of a 
nation, though, of course, not of its distribution, nor the wisdom of its use 
nor the amount of well-being derived from it. Income distribution statis-
tics showing the percentage of the population in various income brackets 
do indicate how the purchasing power is distributed, though not the sense 
of wealth or poverty derived from various income levels.

The annual growth of GNP per capita is an indicator of the increase of 
the man-made wealth of a country, though not of its future potential. The 
composition of GNP (investment, private consumption and government 
expenditure) is a better predictor of an economy’s likely future perform-
ance, since future productive capacity is largely determined by current 
investment. The same is true for the sectoral distribution (primary, sec-
ondary and tertiary) of GNP. It indicates both the state of maturity of an 
economy and its future potential, since transfer of people from the primary 
to the secondary manufacturing sector invariably increases the productiv-
ity and, thus, the monetized value of the total output of an economy.

Capital output ratios, both aggregate (value of total existing capital 
divided by total current GNP) and marginal (new investment required, 
expressed as a percentage of GNP, to produce an addition of 1% to future 
GNPs), are good indicators of the efficiency of investments. This, in turn, 
depends on the stage of economic development, resource endowment, 
skills of people and the state of capital saturation.

Some indices concerning foreign trade also help in the assessment of a 
country’s economic performance. Global import and export figures indicate 
the relative “weight” of a country in the world economy, its competitive-
ness, and its power to influence pricing, sourcing and the nature of goods 
traded. Exports and imports as a percentage of GNP, on the other hand, are 
indicators of the degree of dependence on the external world. The range of 
export products and foreign markets shows the degree of development, ma-
turity, flexibility and diversity, and thus of future trade security as opposed 
to reliance on one export commodity, the nightmare or mono-economies. 
The breadth of sourcing (the number of countries from which imports 
come) is a measure of security of future supplies. The balance of trade can 
be greatly influenced by natural resource endowments (e.g. having or not 
having oil) but it is, nevertheless, an indicator for many countries of their 
international competitiveness and economic effectiveness.
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Balance of payments and resulting foreign reserves positions are indi-
cators of a country’s capacity to finance its imports, at least in the short-
term future, and of the probable future value and solidity of its currency.

Proper assessment of the economic effectiveness of a country has to 
include the evaluation of its future prospects. This has to take into account 
the available natural resources, the sustainable motivation to work, the 
likelihood of a constantly expanding fund of technical and organizational 
know-how, the existing physical infrastructure and productive facilities, 
the private or institutional propensity to save and invest, and the existence 
of an institutional infrastructure that facilitates learning, experimentation, 
adaptation, innovation and generation of surpluses.

Social Indicators

Social indicators attempt to define intrinsic human needs and degrees 
of their satisfaction. They are labelled “social” since most human needs 
can only be satisfied through interaction with other human beings. Some 
human needs are essentially physiological (e.g. nutrition); their satisfac-
tion requires physical goods and services, i.e. the products of economic 
activity. Therefore they can be related back to indicators of the economic 
effectiveness of a country. Others are more spiritual in nature, such as 
the need of many to believe in the supernatural. The satisfaction of these 
needs depends on the nature of political governance, particularly in the 
case of freedom of religion. Other needs, such as the one to learn, which 
necessitates the existence of schools, can be properly satisfied only if both 
the economy and political governance function well; the first providing 
the resources for the construction of schools and the second making po-
litical decisions to allocate such resources and shaping the nature of the 
educational system. In fact, the satisfaction of the needs of most people 
ultimately depends on the functioning of the economic system, the politi-
cal governance, and the interaction between the two, both being condi-
tioned by the values of people.

Many of the social indicators have been derived from the definition of 
basic human needs.* Some of them are reviewed below.

*  Report on the Definition and Measurement of Standards and Levels of Living, United Nations, 
New York, 1954.
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Health

There are a number of direct measures of health, such as infant mortality 
and average life expectancy, and other less direct measures, such as the 
number of doctors or hospital beds per some unit of population, which are 
better measures of health support services than of the state of health and 
its enjoyment. More hospital care can reflect greater health problems or 
less propensity for families to take care of their sick.

Food

Measures of nutritional need are highly developed. e.g. daily calorie, 
protein and vitamin requirements. Once beyond the basic intake require-
ments, though, we are in the realm of the unmeasurable. Food can be 
a great source of sensual enjoyment. Shared consumption of food has 
been, in most cultures and for millennia, one of the great social experi-
ences. The importance attached to food, and the amount of satisfaction 
derived from it, varies enormously, heavily influencing people’s percep-
tion of well-being. It is that perception that is more meaningful, though 
less measurable, than the calorific count.

Housing

Housing is clearly one of the universal human needs. It contributes to 
well-being in at least three ways: physical comfort, aesthetic pleasure, 
and ego satisfaction derived from a possession highly visible to others. 
Statistics about per-capita square metres of housing or average cost of a 
family house do not reflect, however, the amount of well-being derived 
from housing. One look at the uniformly attractive exterior of peasant 
houses in the Katmandu valley in Nepal probably gives a better indication 
of the standard of living there than either the above statistics or the per-
capita income of the peasants.

Education

Education is another area for which there are some clear measures and 
in which there are vast divergencies in efficacy, utilization and valua-
tion. We can measure the rate of literacy, average years of schooling 
and enrolment in schools of different age brackets. It is more difficult to 
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assess the quality and utility of learning. How close is the match between 
knowledge, attitudes and skills acquired and the opportunity for their use 
in gainful employment, other constructive pursuits or further spiritual de-
velopment? How big are the gaps between aspirations, which are the in-
evitable by-products of education, and accomplishments or realizations? 
Are such gaps sources of pressure for greater social progress or sources 
of anxieties, personal frustrations and social disruptions?

Does the educational system improve the ability of a whole nation to 
learn from the experience of other societies? While the above questions 
cannot be answered by statistics, observations across national boundaries 
indicate that countries vary in the degree to which they match perceived 
learning needs and opportunities, and their ability to learn from other so-
cieties’ experience. In our era of rapid changes, learning capacity is a cru-
cial “measure” of societal effectiveness. This has been succinctly stated 
as follows: “When the rate of learning is greater than the rate of change, 
the result is progress; when the opposite is true, the result is chaos.”*

Work

The opportunity to work is measured exhaustively by employment/un-
employment statistics. Some conditions of work are also measurable, 
such as categories of jobs, hours worked per week and accident rates. 
Some rewards for work, such as wages, are also measurable. Others – 
mainly the intrinsic satisfaction derived from doing work because of its 
real utility, meaningfulness or relationships at work – are very difficult 
to measure. There are attitudinal surveys, but mostly we rely on negative 
proxy measures such as labour turnover, absenteeism, industrial unrest 
and psychosomatic disorders.

Leisure and recreation

Desire for enjoyable leisure and recreation is legitimate enough. Statistics 
on the number of cinemas or television sets are indicators of recreational 
opportunities. They may also indicate the reduced capacity or will of fam-
ilies to fill leisure time meaningfully, to create rather than to “consume” 
entertainment passively.

*  *Statement by Professor R. Revans at a lecture given at the CEI, Geneva.
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Social security

Social security is one of the objectives of economic development and 
one of its negative by-products. An old-age pension is a way to increase 
personal security, a sense of independence, dignity and self-respect. Old-
folks’ homes, though, which often go along with old-age pensions, can be 
a terrible way of isolating people from their families, from normal life, 
from hope. The indicators of social security do not discriminate between 
financial independence and the psychological suffering that can be as-
sociated with it.

One can conclude the discussion of social indicators by observing that 
things which we can measure have real meaning only for the satisfaction 
of the more basic human needs. As needs evolve, their satisfaction eludes 
measurement, but they do not lose their meaning. The ultimate “meas-
ures” of societal health are the state of awareness of people, their sense 
of purposefulness, usefulness and belonging, the satisfaction with their 
lives’ accomplishments and prospects, with that which has transpired and 
that which is likely.

Social needs and their satisfaction are greatly influenced by the effec-
tiveness of the political organization. One finds, therefore, the manifesta-
tions of social well-being, or privations, reflected in the political arena.

Political Indicators

Assessment of the effectiveness of political governance is at once difficult 
and important, elusive and necessary, the object of great passions, and the 
least amenable to objective, rational analysis. In the contemporary world, 
with rapidly increasing numbers of educated and politically conscious 
people, political systems evoke more and more judgements and reactions, 
articulated or covert.

There is no universally accepted political model, hence we cannot 
come up with a set of criteria by which all types of political governance 
can be judged. Judgements are relative. What is perceived as good de-
pends on what is thought to be right or just. However, it is difficult to 
accept the idea of each type of governance being judged on its own terms. 
Many human aspirations and yearnings transcend national boundaries 
because they stem from human nature itself. Some common yardsticks 
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are required. But before analysing these yardsticks or indicators, we need 
to examine the key dimensions of political governance.

Source of power and access to it

Sources include force, demonstrated competence of those in power, or the 
will of the people as expressed through electoral procedures.

Principal objectives

Official and real objectives do not always coincide. They can be: to serve 
the interests of those in power, of some narrow sector of the population 
(the wealthy or the mighty), the nation as such, or the “greatest good for 
the greatest number”.

Ways of using power

This varies from conformance to an articulated ideology, constitution, 
laws and announced intentions, through pragmatic adaptation to situa-
tions, to pure arbitrariness or whimsy. Partly depending on the above, 
the political decision-making processes can vary from transparent and 
predictable to opaque and even contradictory. The three main modes of 
using power (accomplishing the desired ends) are:

– compulsion, imposition;
– persuasion, education;
– responding to initiatives and demands.

Normally, a combination of the three modes is used, but the predomi-
nance of the first is associated with dictatorships and the last with direct 
democracy.

Costs of governance

These are economic costs such as the percentage of GNP absorbed by all 
levels of government, the number of people employed and thus unavail-
able for other uses, the cost of compliance with regulations, and psychic 
costs, such as perceived or real constraints, cumbersomeness of proce-
dures, or the perceived omnipresence of bureaucracy.
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Acceptability of power

This is the ultimate measure of perceived legitimacy, effectiveness and 
viability of political governance. What determines the acceptability of po-
litical institutions to the people concerned? There are a number of criteria 
by which people make their judgements. The priority and weight given to 
them vary according to prior experience, knowledge of alternatives, and, 
thus, currently held values and expectations in such domains as:

– freedom of beliefs, opinions, expressions, association, mobility, opting 
out (emigration);

– justice, legality, fairness;
– opportunity for education, employment, political involvement;
– efficacy of economic performance, distributive justice, quality of life, 

social relations;
– external impacts, image of the country, its prestige, its perceived power.

What are the expressions, the manifestations of such judgements, which 
can be used as indicators of the degree of acceptability of a given govern-
ment? Voter participation would appear to be the most evident yet is the 
most misleading. The percentage of those who participate in elections 
seems at times inversely proportional to the degree of freedom within a 
society. The more dictatorial the regime the higher the participation in 
elections. Frequency of voting, the range of issues on which people vote, 
and the choices available are somewhat better indicators.

Political opinion polls on how people judge the government or those in 
power are frequent in some countries (e.g., in the USA). They are better 
indicators of- dissatisfaction than satisfaction and rarely include ques-
tions about fundamentally different political options. Worse still, they are 
not possible in a large number of countries.

Special attitudinal surveys, though similar to polls, are, at times, broader 
in scope and can be a significant measure of satisfaction or dissatisfaction 
with political institutions. They can measure trust or distrust of those in 
power, the degree of political alienation or of insecurity.* Attitudinal sur-
veys, such as opinion polls, are most common though in societies that are 
open and transparent and in which there is a multitude of possible mani-
festations of the acceptability or popularity of a government. In countries 

*  Yankelovitch, D., Status of resentment in America, Social Research, 42 (4), Winter 1975.
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where such overt manifestations are suppressed, attitudinal surveys, even 
when occasionally used, are of little value.

Can we nevertheless make some assessments? Not very systematically, 
but it is possible. One can compare the degrees of accessibility to and par-
ticipation in the political power structure and decision-making process. 
This is an indicator of the permeability and influenceability of a system, 
its flexibility, adaptability and ability to change and evolve without vio-
lent convulsions. Among the negative measures are the oppositions of all 
kinds and, even more significant, the risks and costs that such oppositions 
imply. This varies from deprivation of the rewards that are available to 
those who accept the system, who are integrated into it and work on its 
terms, to isolation of dissidents from positions of influence, to all kinds 
of compulsion, and, ultimately, physical liquidation. The cost of disa-
greement and opposition, therefore, is a good negative proxy indicator 
of voluntary acceptability of any given type of political governance. One 
obtains a clear indication of the intensity of opposition, though not neces-
sarily of the spread of it, when some prisoners in concentration camps, 
having been deprived of all other ways of self-expression and assertion, 
mutilate their own bodies as the ultimate way of expressing some au-
tonomy of thought and action.

Thus the composite, though not readily measurable, indicators of 
overall societal effectiveness are the matches between economic endow-
ments (natural and human) and economic accomplishments, social aspi-
rations and social relationships, political ideals and yearnings and their 
fulfilment – in short, the congruence between values and needs, and their 
satisfaction.




