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TO HAVE OR TO BE
(by Erich Fromm, Pub. Jonathen Cape Litd.
London, 1978)

The Economic Necessity for Human Change

Thus far the argument here has been that the character traits
engendered by our socio-tconomic system,i.e., by our way
of living, are pathogenic and eventually produce a sick
person and, thus, a sick society. There is, however, a second
argument from an entirely different viewpoint in favour of
profound psychological changes in Man as an alternative to
economic and ecological catastrophe. It is raised in two
reports commissioned by the Club of Rome, one by D.H.
Meadows et al., the other by M.D. Mesarovic and E. Pestel.
Both reports deal with the technological, economic, and
population trends on a world scale Mesarovic and Pestel
conclude that only drastic economic and technological
changes on a global level, according to a master plan, can
“‘avoid major and ultimately global catastrophe,”” and the
data they array as proof of their thesis are based on the most
global and systematic research that has been made so far.
(Their book has certain methodological advantages over
Meadows’s report, but that earlier study considers even
more drastic economic changes as an alternative to
catastrophe.) Mesarovic and Pestel conclude furthermore,
that such economic changes are possible only *“‘if
Jundamental changes in the values and attitudes of man
occur [or as | would call it, in human character orientation)
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such as a new ethic and a new attitude towards nature™
(emphasis added). What they are saying confirms only what
others have said before and since their report was published,
that a new society is possible only if, in the process of
developing it, a new human being also develops, or in more
modest terms, if a fundamental change occurs in
contemporary Man'’s character structure.

Unfortunately, the two reports are written in the spirit
of guantification, abstraction, and depersonalization so
characteristic of our time, and besides that, they neglect
completely all political and social factors, without which no
realistic plan can possibly be made. Yet they present
valuable data, and for the first time deal with, the economic
situation of the human race as a whole, its possibilities and
its dangers. Their conclusion, that a new ethic and a new
attitude towards nature are necessary, is all the more
valuable because this demand is so contrary to their
philosophical premises.

At the other end of the gamut stands E.F. Schumacher,
who I8 also an economist, but at the same time a radical
humanist. His demand for a radical human change is based
on two arguments : that our present social order makes us
sick, and that we are headed for an economic catastrophe
unless we radically change our social system.

The need for profound human change emerges net only
as an ethical or religious demand, not only as a psychological
demand arising from the pathogenic nature of our present
social character, but also as a condition for the sheer survival
of the human race. Right living is no longer only the
fuifilment of an ethical or religious demand. For the first
time in history the physical survival of the human race
depends on a radical change of the human heart. However,
a change of the human heart is possible only to the extent
that drastic economic and social changes occur that give the
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human heart the chance for change and the courage and the
vision to achieve it.

Is there an Alternative to Catastrophe ?

All the data mentioned so far are published and well-known.
The almost unbelievable fact is that no serious effort is made
to avert what looks like a final decree of fate. While in our
private life nobody except a mad person would remain
passive in view of a threat to his total existence, those who
are in charge of public affairs do practically nothing, and
those whao have entrusted their fate to them let them continue
to do nothing.

How is it possible that the strongest of all instincts, that
for survival, seems to have ceased to motivate us ? One of
the most obvious explanations is that the leaders undertake
many actions that make it possible for them to pretend they
are doing something effective to avoid a catastrophe:
endless conferences, resolutions, disarmament talks, all give
the impression that the problems are recognized and
something is being done to resolve them. Yet nothing of real
importance happens; but both the leaders and the led
anesthetize their consciences and their wish for survival by
giving the appearance of knowing the road and marching in
the right direction.

Another explanation is that the selfishness the system
generates makes leaders value personal success more highly
than social responsibility. It is no longer shocking when
political leaders and business executives make decisions that
seem to be to their personal advantage but at the same time
are harmful and dangerous to the community. Indeed, if
selfishness is one of the pillars of contemporary practical
ethics, why should they act otherwise ? They do not seem to
know that greed (like submission) makes people stupid as
far as the pursuit of even their own real interests is concerned,

To Have or to be : 163



such as their interest in their own lives and in the lives of
their spouses and their children (cf. J. Piaget, The Moral
Judgment of the Child). At the same time, the general public
is also so selfishly concerned with their private affairs that
they pay little attention to all that transcends the personal
realm,

Yet another explanation for the deadening of our
survival instinct is that the changes in living that would be
required are so drastic that people prefer the Ffuture
catastrophe to the sacrifice they would have to make now.
Arthur Koestler’s description of an experience he had
during the Spanish Civil War is a telling example of this
widespread attitude: Koestler sat in the comfortable villa of
a friend while the advance of Franco's troops was reported;
there was no doubt that they would arrive during the night,
and very likely he would be shot; he could save his life by
fleeing, but the night was cold and rainy, the house, warm
and cozy; so he stayed, was taken prisoner, and only by
almost a miracle was his life saved many weeks later by the
efforts of friendly journalists. This is also the kind of
behaviour that occurs in people who will risk dying rather
than undergo an examination that could lead to the diagnosis
of a grave illness requiring major surgery.

Aside from these explanations for fatal human passivity
in matters of life and death, there is another, which is one of
my reasons for writing this book. I refer to the view that we
have no alternatives to the models of corporate capitalism,
social democratic or Soviet socialism, or technocratic
‘‘fascism with a smiling face.”’ The popularity of this view
is largely due to the fact that little effort has been made to
study the feasibility of entirely new social models and to
experiment with them. Indeed, as long as the problems of
social reconstruction will not, even if only partly,take the
place of the preoccupation of our best minds with science
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and technique, the imagination will be lacking to visualize
new and realistic alternatives.

In ‘Population Resources, Environment: Issues in
Human Ecology’ Paul Ehrlich and Anne Ehrlich present the
following conclusions about **the present world situation’”:

1.

%

Considering present technology and paiterns of
behaviour our planet is grossly overpopulated now.
The large absolute number of people and the rate
of population growth are major hindrances to
solving human problems.

The limits of human capability to produce food by
conventional means have very nearly been reached.
Problems of supply and distribution have already
resulted in roughly half of humanity being
undernourished or malnourished. Some 10-20
million people are starving to death annually now.
Attempts to increase food production further will
tend 1o accelerate the deterioration of our
environment, which in turn will eventually reduce
the capacity of the earth to produce food. It is not
clear whether environmental decay has now gone
so far as to be essentially irreversible; it is possible
that the capacity of the planet to support human life
has been permanently impaired. Such
technological ‘‘successes’”  as automobiles,
pesticides, and inorganic nitrogen fertilizers are
major causes of environmental deterioration.
There is reason to believe that population growth
increases the probability of a lethal worldwide
plague and of a thermonuclear war. Either could
provide an undesirable **death rate solution™” to the
population problem; each is potentially capable of
destroying civilization and even of driving Homo
sapiens to extinction.
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6. There is no technological panacea for the complex
of problems composing the population-food-
environment crisis, although technology properly
applied in such areas as pollution abatement,
communications, and fertility control can provide
massive assistance. The basic solutions involve
dramatic and rapid changes in human attitudes,
especially those relating to reproductive behaviour,
economic growth, technology, the environment,
and conflict resolution. [Emphasis added.]

E. Eppler’'s Ende oder Wende (End or change) is
another recent work that bears mention. Eppler’s ideas are
similar to Schumacher's though less mdical, and his
position is perhaps especially interesting because he is
the leader of the Social Democratic party in Baden-
Wirttemberg and a convinced Protestant, Two books [ wrote
are of the same orientation, The Sane Secitety and the
Revolution of Hope.

Even among the Soviet bloc writers, where the idea of
the restriction of production has always been tabu, voices
are beginning to suggest that consideration be given to an
economy without growth. W. Harich, a dissident Marxist in
the German Democratic Republic, proposes a static,
worldwide economic balance, which alone can guarantee
equality and avert the danger of irreparable damage to the
biosphere. Also, in 1972 some of the most ovtstanding
natural scientists, economists, and geographers in the Soviet
Union met to discuss ‘*‘Man and His Environment.”” On
their agenda were the results of the Club of Rome studies,
which they considered in a sympathetic and respectful
spirit, pointing to the considerable merits of the studies,
even though not agreeing with them. (See “*Technologie
and Politik"* in the Bibliography, for a report of this
meeting.)
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The most important contemporary anthropological and
historical expression of the humanism that is common to
these various attempts at humanist social reconstruction 15
to be found in L.Mumford’s The Pentagon of Power and in
all his previous books.
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Conditions for Human Change and
the Features of the New Man

Assuming the premise is right—that only a fundamental
change in human character from a preponderance of the
having mode to a predominantly being mode of existence
can save us from a psychologic and economic
catastrophe—the  question arises: [s large-scale
characterological change possible, and if so, how can it be
brought about ?

| suggest that human character can change if these

conditions exist :
]. We are suffering and are aware that we are.

2. We recognize the origin of our ill-being.

3. Werecognize that there is a way of overcoming our
ill-being.

4. We accept that in order to overcome our ill-being
we must follow certain norms for living and change
our present practice of life.

These four points correspond to the Four Noble Truths
that form the basis of the Buddha's teachning dealing with
the general condition of human existence, though not with
cases of human ill-being due to specific individual or social
circumstances.

The same principle of change that characterizes the
methods of the Buddha also underlies Marx’s idea of
salvation. In order to understand this it is necessary to he
aware that for Marx, as he himself said, communism was
not a final goal, but a step in the historical development
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that was fto liberate human beings from those
socio-economic and political conditions that make people
inhuman—prisoners of things, machines, and their own
greed.

Marx’s first step was to show the working class of his
time, the most alienated and miserable class, that they
suffered. He tried to destroy the illusions that tended to
cover the workers’ awareness of their misery. His second
step was to show the causes of this suffering, which he
points out are in the nature of capitalism and the character
of greed and avarice and dependence that the capitalistic
system produces. This analysis of the causes of the
workers® suffering (but not only theirs) contributed the
main thrust of Marx’s work, the analysis of capitalistic
economy.

His third step was to demonstrate that the suffering
could be removed if the conditions for suffering were
removed. In the fourth step he showed the new practice of
life, the new social system that would be free of the suffering
that the old system, of necessity, had to produce.

Freud’s method of healing was essentially similar.
Patients consulted Freud because they suffered and they
were aware that they suffered. But they were usually not
aware what they suffered from. The psychoanalyst’s usual
First task is to help patients give up their illusions about their
sufferingand learn whattheir ill-being really consists of. The
diagnosis of the nature of individual or societal ill-being is
a matier of interpretation, and various interpreters can differ.
The patients’ own picture of what they suffer from is usually
the least reliable datum for a diagnosis. The essence of the
psychoanalytic process is o help make patients aware of the
causes of their ill-being.

As a consequence of such knowledge, patients can
arrive at the next step : the insight that their ill-being can
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be cured, provided its causes are done away with. In
Freud’s view this meant to lift the repression of certain
infantile events. Traditional psychoanalysis —seems
essentially not to agree on the need for the fourth point,
however. Many psychoanalysts seem to think that, by
itself, insight into the repressed has a curative effect.
Indeed, this is often the case, especially when the patient
suffers from circumscribed symptoms, such as hysterical
or obsessional symptoms., But | do not believe any thing
lasting can be achieved by persons who suffer from a
general ill-being and for whom a change in character is
necessary, unless they change their practice of life in
accordance with the change in character they want to
achieve. For instance, one can analyze the dependency
of individuals until doomsday, but all the insights gained
will accomplish nothing while they stay in the same
practical situations they were living in before arriving at
these insights. To give a simple example : a woman
whose suffering is rooted in her dependency on her
father, even though she has insight into deeper causes
of the dependency, will not really change unless she
changes her practice of life, for instance separates
from her father, does not accept his favours, takes the
risk and pain that these practical steps towards indepen-
dence imply. Insight separated from practice remains
ineffective,

The New Man

The function of the new society is to encourage the
emergence of a new Man, beiugs whose character structure
will exhibit the following qualities:
.® Willingness to give up all forms of having, in order to
fully be.
@ Security, sense of identity, and confidence based on faith
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in what one is, on one’s need for relatedness, interest,
love, solidarity with the world around one, instead of on
one’s desire to have, to possess, to control the world, and
thus become the slave of one's possessions.

@ Acceptance of the fact that nobody and nothing outside

. oneself give meaning to life, but that this radical
independence and no-thingness can become the
condition for the fullest activity devoted to caring and
sharing.

@ Being fully present where one is.

@ Joy that comes from giving and sharing, not from
hoarding and exploiting.

@ Love and respect for life in all its manifestations, in the
knowledge that not things, power, all that is dead, but life
and everything that pertains to its growth are sacred.

@ Trying to reduce greed, hate, and illusions as much as one
is capable.

@ Living without worshiping idols and without illusions,
because one has reached a state that does not require
illusions.

@ Developing one’s capacity for love, together with one’s
capacity for critical, unsentimental thought.

@ Shedding one’s narcissism and accepting the tragic
limitations in herent in human existence.

@ Making the full growth of oneself and of one’s fellow
beings the supreme goal of living.

@ Knowing that to reach this goal, discipline and respect for
reality are necessary.

@ Knowing, also, that no growth is healthy that does not
occur in a structure, but knowing, too, the difference
between structure as an attribute of life and **order”’ as
an attribute of no-life, of the dead.

@ Developing one’s imagination, not as an escape from in-
tolerable circumstances but as the anticipation of real
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possibilities, as a means to do away with intolerable
circumstances.

@ Not deceiving others, but also not being deceived by
others; one may be called innocent, but not naive.

@ Knowing oneself, not only the self one knows, but also
the self one does not know—even though one has a
slumbering knowledge of what one does not know.

@ Sensing one’s oneness with all life, hence giving up the
aim of conquering nature, subduing it, exploiting it,
raping it, destroying it, but trying, rather, to understand
and cooperate with nature.

@ Freedom that is not arbitrariness but the possibility to be
oneself, not as a bundle of greedy desires, but as a
delicately balanced structure that at any moment is
confronted with the alternative of growth or decay, life or
death.

@ Knowing that evil and destructiveness are necessary
consequences of failure to grow.

@ Knowing that only a few have reached perfection in all
these qualities, but being without the ambition to “*reach
the goal,”” in the knowledge that such ambition is only
another form of greed, of having.

@ Happiness in the process of ever-growing aliveness,
whatever the farthest point is that fate permits one to
reach, for living as fully as one can is 50 satisfactory that
the concern for what one might or might not attain has
little chance to develop. ,

To suggest what people living in contemporary
cybernetic, bureaucratic industrialism—whether in its
““capitalist’” or “*socialist’® version—could do to break
through the having form of existence and to increase the
being sector is not within the scope of this book. In fact,
it would require a book by itself, one that might
appropriately be titled “*“The Art of Being.”” But many

172 : Mahaveer Ka Arthshastra



. books have been published in recent years about the road
to well-being, some helpful, and many others made
harmful by their fraudulence, exploiting the new market
that caters to people’s wish to escape their malaise. Some
valuable books that might be helpful to anyone with a
serrous interest in the problem of achieving well being are
listed in the Bibliography.
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Features of the New Society

A New Science of Man

The first requirement in the possible creation of the new
society is to be aware of the almost insurmountable
difficulties that such an attempt must face. The dim
awareness of this difficulty is probably one of the main
reasons that so little effort is made to make ‘the necessary
changes. Many think: *“Why strive for the impossible ? Let
us rather act as if the course we are steering will lead us to
the place of safety and happiness that our maps indicate.”
Those who unconsciously despair yet put on the mask of
optimism are not necessarily wise. But those who have not
given up hope can succeed only if they are hardheaded
realists,. shed all illusions, and fully appreciate the
difficulties. This sobriety marks the distinction between
awake and dreaming **utopians.”"

® To mention only a few of the difficulties the construction
of the new society has to solve :

@ Itwould have 10 solve the problem of how to continue the
industrial mode of production without total centalization,
i.e., without ending up in fascism of the old-fashioned type
or, more likely, technological *“fascism witha smiling face."

@ It would have to combine overall planning with a high
degree of decentralization, giving up the *“*free-market
economy,"” that has become largely a fiction.

® 1t would have to give up the goal of unlimited growth for
selective growth, without running the risk of economic
disaster.
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@ It would have to create work conditions and a general
spirit in which not material gain but other, psychic
satisfactions are effective motivations.

@ It would have to further scientific progress and, at the
same time, prevent this progress from becoming a danger
to the human race by its practical application.

@ It would have to create conditions under which people
experience well-being and joy, not the satisfaction of the
maximum-pleasure drive.

@ It would have to give basic security to individuals
without making them dependent on a bureaucracy to feed
them.

@ It must restore possibilities for *‘individual initiative’” in
living, rather than in business (where it hardly exists any
more anyway ).

As in the development of technique some difficulties
seemed insurmountable, so the difficulties listed above seem-
insurmountable now. But the difficulties of technique were
not insurmountable because a new science had been
established that proclaimed the principle of observation and
knowledge of nature as conditions for controlling it (Francis
Bacon: Novum Organum, 1620). This new science of the
seventeenth century has attracted the most brilliant mind in
the industrialized countries up to this day, and it led to the
fulfilment of the technical Utopias the human mind had been
dreaming of.

But today, roughly three and a half centuries later, we
need an entirely differnt new science. We need a Humanistic
Science of man as the basis for the Applied Science and Art
of Social Reconstruction.

Technical Utopias—flying, for examle—have been
achieved by the new science of nature. The human Utopia
of the Messianic Time—a united new humankind living in
solidarity and peace, free from economic determination and
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from war and class struggle—can be achieved, provided we
spend the same energy, intelligence, and enthusiasm on the
realization of the humanUtopia as we have spent on the
realization of our technical Utopias. One cannot construct
submarines by reading Jules Verne; one cannot construct a
humanist society by reading the prophets.

Whether such a change from the supremacy of natural
science 1o a new social science will take place, nobody can
tell. If it does, we might still have a chance for survival, but
whether it will depends on one factor: how many brilliant,
learned, disciplined, and caring men and women are
attrected by the new challenge to the human mind, and by
the fact that this time the goal is not control over nature but
control over technique and over irrational social forces and
institutions that threaten the survival of Western society, if
not of the human race.

It is my conviction that our future depends on whether,
given awareness of the present crisis, the best minds will
mobilize to devote themselves to the new humanistic science
of Man. For nothing short of their concerted effort will help
to solve the problem already mentioned here, and to achieve
the goals discussed below.

Blueprints with such general aims as ** socialization of
the means of production’" have turned out to be socialist and
communist shibboleths mainly covering up the absence of
socialism. “‘Dictatorship of the proletariat™ or of an
““intellectual elite’” is no less nebulous and misleading than
the concept of the ‘“‘free market economy’” or, for that
matter, of the ““free” nations. Earlier socialists and
communists, from Marx to Lenin, had no concrete plans for
a socialist or communist society; this was the great weakness
of socialism.

New social forms that will be the basis of being will not
arise without many designs, models, studies, and
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experiments that begin to bridge the gap between what is
necessary and what is possible. This will eventually amount
to large-scale, long-run planning and to short-term proposals
for first steps. The problem is the will and the humanist spirit
of those who work on them; besides, when people can see a
vision and simultaneously recognize what can be done step
by step in a concrete way to achieve it, they will begin to feel
encouragement and enthusiasm instead of fright.

If the economic and political spheres of society are to
be subordinate to human development, the model of the new
society must be determined by the requirements of the
unalienated, being-oriented individual. This means that
human beings shall neither live in inhuman povety—still the
main problem of the majority of people—nor be forced—as
are the affluent of the industrial world—io be a Homo
consumens by the inherent laws of capitalist production,
which demand continuous growth of production and,hence,
enforce growing consumption. If human beings are ever to
become free and to cease feeding industry by pathological
consumption, a radical change in the economic system is
necessary: we must put an end (o the present situation where
a healthy economy is possible only at the price of unhealthy
hurman beings. The task is to construct a healthy economy
for healthy people.

The first crucial step towards this goal is that
production shall be directed for the sake of “‘sane
consumption. '’

The traditional formula **Production for use instead of
for profit’” is insufficient because it does not qualify what
kind of use is referred to: healthy or pathological. At this
point a most difficult practical question arises : Who is 1o
determine which needs are healthy and which are
pathogenic ? Of one thing we can be certain : to force
citizens 10 consume what the state decides is best—even if
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it is the best—is out of the question. Bureaucratic control
that would forcibly block consumption would only make
people all the more consumption hungry. Sane consumption
can take place only if an ever-increasing number of people
want to change their consumption patterns and their
lifestyles. And this is possible only if people are offered a
type of consumption that is more attractive than the one they
are used to. This cannot happen overnight or by decree, but
will require a slow educational process, and in this the
government must play an important role.

The function of the state is to establish norms for
healthy consumption, as against pathological and indifferent
consumption. In principle, such norms can be established.
The U.S. Food and Drug Administration offers a good
example: it determines which foods and which drugs are
harmful, basing its determination on the expert opinion of
scientists in wvarious fields, often afier prolonged
experimentation. In similar fashion, the value of other
commodities and services can be determined by a panel of
psychologists anthropologists, sociologists, philosophers,
theologians, and representatives of various social and
cOonsumer groups.

But the examination of what is life-furthering and what
is life-damaging requires a depth of research that is
incomparably greater than that necessary for resolving the
problems of the FDA. Basic research on the nature of needs
that has hardly been touched will have to be done by the new
science of Man. We will need to determine which needs
originate in our organism; which are the result of cultural
progress; which are expressions of the individual’s growth;
which are synthetic, forced upon the individual by industry;
which “‘activate”” and which **passivate’"; which are rooted
in pathology and which in psychical health.

In contrast to the existing FDA, the decisions of the new
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humanist body of experts would not be implemented by
force, but would serve only as guidelines, to be submitted to
the citizens for discussion. We have already become very
much aware of the problem of healthful and unhealthful
food; the results of the experts’ investigations will help to
increase society’s recognition of all other same and
pathological needs. People would see that most consumption
engenders passivity; that the need for speed and newness,
which can only be satisfied by consumerism, reflects
restlessness, the inner flight from oneself; they would
become aware that looking for the next thing to do or the
newest gadget to use is only a means of protecting oneself
from being close to aneself or to an other person.

The government can greatly facilitate the educational
process by subsidizing the production of desirable
commodities and services, until these can be profitably
produced. A large educational campaign in favour of sane
consumption would have to accompany these efforts. It is to
be expected that a concerted effort to stimulate the appetite
for sane consumption is likely to change the pattern of
consumption. Evenif the brainwashing advertising methods
that industry now uses are avoided—and this is an essential
condition—it does not seem unreasonable to expect this
effort 10 have an effect that is not too far behind that of
industrial propaganda.

A standard objection to the whole programme of
selective consumption(and production) according to the
principle of **What furthers well-being ?** is that in the free
market economy the consumers get precisely what they
want, and hence there is no need for “‘selective” production,
This argument is based on the assumption that consumers
want, what is good for them, which is, of course, blatantly
untrue (in the case of drugs, or perhaps even cigaretles,
nobody would use this argument). The important fact that
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the argument plainly ignores is that the wishes of the
consumer are manufactured by the producer. In spite of
competing brands, the overall effect of advertising is to
stimulate the craving for consumption. All firms help each
other in this basic influence via their advertising; the buyer
exercises only secondarily the doubtful privilege of
choosing between several competing brands. One of the
standard examples offerd by those who argue that the
consumers’ wishes are all-powerful is the failure of the Ford
company's Edsel.” But the Edsel’s lack of success does not
alter the fact that even the advertising propaganda for it was
propaganda to buy automobiles—rom which all brands
profited, except the unfortunate Edsel.Furthermore, industry
influences taste by not producing commodities that would
be more healthful to human beings but less profitable to
industry.

Sane consumption is possible only if we can drastically
curb the right of the stockholders and management of big
enterprises to determine their production solely on the basis
of profit and expansion.

Such changes could be effected by law without altering
the constitutions of Western democracies (we already have
many laws that restrict property rights in the interest of the
public welfare). What matters is the power to direct
production, not ownership of capital. In the long run, the
wastes of the consumers will decide what is to be produced,
once the suggestive power of advertising is ended. Either
the existing enterprises will have to convert their facilities
in order to satisfy the new demands, or where that is not
possible, the government must spend the capital necessary
for the production of new products and services that are
wanted.

All these changes can only be made gradually, and with
the consent of the majority of the population. But they
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amount to a new form of economic system, one that is as
different from present-day capitalism as it is from the soviet
centralized state capitalism and from the Swedish total
welfare bureaucracy.

Obviously, from the very beginning the big
corporations will use their tremendous power 1o try to fight
such changes. Only the citizens’ overwhelming desire for
sane consumption could break the corporations” resistance.

One effective way that citizen can demonstrate the
power of the consumer is to build a militant consumer
movement that will use the threat of *‘consumer strikes’” as
a weapon. Assume, for instance, that 20 percent of the
American car-consuming population were to decide not to
buy private automobiles any more, because they believed
that, in comparison with excellent public transportation, the
private automobile is economically wasteful, ecologically
poisonous, and psychologically damaging—a drug that
creates an artificial feeling of power, increasing envy, and
helps one to run away from oneself. While only an econo mist
could determine how great an economic threat it would be
to the automobile industry— and, of course, to the oil
companies — clearly if such a consumer strike were 1o
happen, a national economy centered around automobile
production would be in serious trouble. Of course, nobody
wants the American economy to be in serious trouble, but
such a threat, if it can be made credible (stop using cars for
one month,for instance), would give consumers a powerful
leverage to induce changes in the whole system of
production.
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Human Development Report, 1994
(Pub. for UNDP, by Oxford University Press
Delhi, 1994)

A new concept of human security

For too long, the concept of security has been shaped by the
potential for conflict between states. For too long, security
has been equated with the threats to a country s borders, For too
long, nations have sought arms to protect their security.

For most people today, a feeling of insecurity arises
more from worries about daily life than from the dread of a
cataclysmic world eveni. Job security, income security,
health security, environmental security, security from
crime—these are the emerging concerns of human security
all over the world.

This should not surprise us. The founders of the United
Nations had alway given equal importance to people's
security and to territorial security. As far back as June 1945,
the US secretary of state reported this to his government on
the results of the San Francisco Conference:

The battle of peace has io be fought on two fronis. The
first is the security front where victory spells freedom from
fear. The second is the economic and social front where
victory means freedom from want. Only victory on both
fronts can assure the world of an enduring peace...No
provisions that can be written in to the Charter will enable the
Security Council to make the world secure from war if men
and women have no security in their homes and their jobs.
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Several insights can help in redefining the basic concept
of security :

@ Human securty is relevant to people everywhere, in rich
nations and in poor. The threats to their security may
differ—hunger and disease in poor nations and drugs and
crime in rich nations—but these threats are real and
growing. Some threats are indeed common to all
nations—job insecurity and environmental threats, in
particular.

@ When the security of people is attacked in any corner of
the world, all nations are likely to get involved. Famines,
ethnic conflicts, social disintegration, terrorism,
pollution and drug trafficking are no longer isolated
events, confined within national borders. Their
consequences travel the globe.

@® It is less costly and more humane to meet these threats
upstream rather than downstream, early rather than late.
Short-term humanitarian assistance can never replace
long-term development support.

Most people instinctively understand what security
means. [t means safety from the constant threats of hunger,
disease, crime and repression. [t also means protection from
sudden and hurtful disruptions in the pattern of our daily
lives—whether in our homes, in our jobs, in our
communitiés or in our environment.

A new paradigm of development

To address the growing challenge of human securily, a new
development paradigm is needed that puts people at the
centre of development, regards economic growth as a means
and not an end, protects the life opportunities of future
generations as well as the present generations and respects
the natural systems on which all life depends.

Such a paradigm of development enables all individuals
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to enlarge their human capabilities to the full and to put those
capabilities to their best use in all fields—economic,
social,cultural and political. It also protects the options of
unborn generations, It does not run down the natural resource
base needed for sustaining development in the future. Nor
does it destroy the richness of nature that adds so much to
the richness of human life.

Sustainable human development addresses both intra-
generational and intergenerational equity—enabling all
generations, present and future, to make the best use of their
potential capabilities. But it is not indifferent to how present
opportunities are actually distributed. It would be odd if we
were deeply concerned for the well-being of future—as yet
unborn—generations while ignoring the plight of the poor
today. Yet, in truth, neither objective today gets the priority
it deserves. A major restructuring of the world’s income
distribution, production and consumption patterns may
therefore be a necessary precondition for any viable strategy
for sustainable human development.

In the final anyalysis, sustainable human development
is pro-people, pro-jobs and pro-nature. It gives the highest
priority to poverty reduction, productive employment, social
integrationand environmental regeneration. It brings human
numbers into balance with the coping capacities of societies
and the carrying capacities of nature. [t accelerates economic
growth and translates it into improvements in human
lives, without destroying the natural capital needed to
protect the opportunities of future generations. It also
recognizes that not much can be achieved without a dramatig
improvement in the status of women and the opening of
all economic opportunities to women. And sustainable
human development empowers people—enabling them to
design and participate in the processes and events that shape
their lives.
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A new design of development cooperation

The new demands of global human security require a more
positive relationship among all nations of the
world—leading to a new era of development cooperation. [n
such a design, economic partnership would be based on
mutual interests, not charity; cooperation,not confrontation;
equitable  sharing of market opportunities, not
protectionism; far-sighted internatiopalism, not stubborn
nationalism.

Several fundamental changes will be required in the
present framework of development cooperation.

First, foreign assistance must be linked to commonly
agreed policy objective—particularly to poverty reduction
strategies, productive employment opportunities and the
goals of sustainable human development. During the cold
war period, foreign assistance was often given to strategic
allies rather than insupportof agreed policy objectives. Now
is the time for a major restructuring of existing foreign aid
allocations.

Second, a certain proportion of existing foreign -
assistance (equal to, say, 0.1% of the dopor countries’ GN P)
should be channelled to the poorest nations as a global social
safety net. This should be clearly earmarked for basic human
development priorities (especially basic education and
primary health care), and the aim should be to bring all poor
pations up to at least a minimum threshold of human
development.

Third, the concept of development cooperation should
be broadened to include all flows, not just aid—especially
trade, investment, technology and labour flows. Greater
attention should be paid to the freer movement of non-aid
flows, as these are more decisive for the future growth of the
developing countries than aid flows. Aid reporting systems
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should also be recast to include all flows and to monitor them
in a comprehensive fashion.

Fourth, new initiatives for development cooperation
should be discussed, including the possibility of introducing
a payment for services rendered and compensation for
damages suffered. For instance, the rich nations should be
prepared to pay the poor nations for certain services that are
in the global interest and for which the poor countries may
not have sufficient resources themselves—instituting
environmental controls, regulating narcotics production and
trafficking, controlling communicable diseases, destroying
nuclear weapons. Industrial nations should also compensate
the developing countries for economic damage they suffer
from certain market barriers imposed by the industrial
countries, particularly trade barriers and restrictions on
magration of unskilled labour.

Fifth, a serious search should begin for new sources of
international funding that do not rely entirely on the
fluctuating political will of the rich nations. Global taxation
may become necessary in any case to achieve ihe goals of
global human security. Some of the promising new sources
include tradable permits for global pollution, a global tax on
non-renewable energy, demilitarization funds and a small
iransaction tax on speculative international movements of
foreign exchange funds.

Sixth, a new design of development cooperation also
demands a new framework of global governance. Most
international institutions have weakened precisely at a time
of growing global interdependence. All existing institutions
need considerable strengthening and restructuring if they are
to cope with the new challenges to human security—
particlarly the United Nations system and the Bretton
Woods institutions. At the same time, a creative debate
must.start on the shape of global institutions required for
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the 21st century.
Chapter 4 offers many concrete proposals on all these
aspects of a new development cooperation.

Agenda for the Social Summit

These are the issues the World Summit for Social
Development must discuss. It must provide a new vision, a
new direction—and lay a solid foundation for a new society.

There are times in the lives of nations when an entirely
new vision shapes their destiny. The 1940s were such a
watershed—marked by the birth of the United Nations, the
launching for the Marshall Plan, the setting up of the Bretton
Woods institutions, the initiation of the European
Community, the negotiation of new social contracts in the
industrial nations and an irresistible movement for the
liberation of former colonies. A new world order emerged
in the 1940s from the darkness of the Second World War.

Fifty years later, is the world getting ready for yet
another profound tramsition ? The initial signs are
encouraging: the democratic transition in formerly
communist societies as well as in many developing
countries, the end of the cold war, a steady fall in global
military expenditures, the opening up of economies, the
strengthened prospects for peace in South Africa and the
Middle East. The unexpected is becoming almost the
commonplace.

At this propitious time, can humfmih.r take yet another
decisive step ? The forthcoming Summit offers such an
opportunity. Of course, it cannot resolve all the issues facing
humanity. Nor can it provide the political will that national
leaders alone can provide. But it can, and must, provide a
new sense of direction.

The only practical way of achieving this is to focus on
a small, manageable number of issues. It is in this spirit that
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the following six-point agenda is offered.
A newworld social charter—to establish the framework
of equality of opportunity among nations and people.

A world social charter

WE THE PEOPLE OF THE WORLD SOLEMNLY PLEDGE to build
a new global civil society,based on the principles of equality
of oportunity, rule of law,global democratic governance and
a new partnership among all nations and all people.

WE PROPOSE to build a society where the right to food
is as sacrosanct as the right to vote; where the right to a basic
education is as deeply enshrined as the right to a free press
and where the right to development is considered one of the
fundamental human rights.

WE COLLECTIVELY PLEDGE to build new foundations
of human security, which ensure the security of people
through development, not arms; through cooperation, not
confrontation; through peace, not war. We believe that no
provision in the Charter of the United Nations will ever
ensure global security unless people have security in their
homes, in their jobs, in their communities and in their
environment,

WE ARE FULLY CONVINCED that diversity in our
societies is our strength, not our weakness, and we intend to
protect this diversity by ensuring non-discrimination
between all our people, irrespective of gender, race, religion
or ethnic origin.

WE COLLECTIVELY BELIEVE that our world cannot
survive one-fourth rich and three-fourths poor, half
democratic and half authoritarian, with oases of human
development surrounded by deserts of human deprivation.
We pledge to take all necessary actions, nationally and
globally, to reverse the present trend of widening disparities
within and between nations.
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. WEARECONVINCED that it is possible to overcome the
worst aspects of poverty in our lifetime through collective
effort. We jointly affirm that our first step towards this goal
will be to design a global compact that ensures that no child
goes without an education,no human being is denied primary
health care or safe drinking water and all willing couples are
able to determine the size of their own families.

WE ARE CONSCIOUS of our responsibility 1o present
generations and to future generations and we aré detgFmined
to pass on to our children a rich natural heritage ‘and an
environment sustained and whole.

WE INTEND to design a pattern of development
cooperation based on open global markets, nol
protectionism; on an equitable sharing of market
oppotunities, not charity; on an open policy dialogue
between sovereign nations, not coercion.

WE PLEDGE our deep commitment 10 a new social and
economic philosophy that puts people at the centre of our
concerns and creates unbreakable bonds of humansolidarity.

WE STRONGLY BELIEVE that the United Nations must
become the principal custodian of our global human
security. Towards this end, we are determined to strengthen
the development role of the United Nations and to give it
wide-ranging decision-making poOwWers in the socio-
economic field by establishing an Economic Security
Council.

Capturing the peace divided

Global military spending declined between 1987 and 1994
at an estimated average annual rate of 3.6%, yielding a
cumulative peace dividend of $935 billion—$810 billion in
industrial countries and $125 billion in developing
countries. But it is difficult to track where these funds went.
And there has been no clear link between reduced military
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spending and enhanced expenditure on human
development. Moreover, the poorest regions of the world '
(especially Sub-Saharan Africa) failed to contain their
military spending. Meanwhilc, nations continue to compete
in the short-sighted business of arms exports.

What is needed now is to continue the pressure for
reduced global military spending, to ensure that the poorest
regions also cut down their arms spending and to developa
firm link between reduced arms spending and increased
social spending.

The next challenge for disarmamentis to phase the Third
World out of the cold war. This will require new alliances
for peace and international and regional forums for
disarmament talks. It will also require a defusing of current
global tensions and a new resolve on the part of the major
powers o address the basic sources of conflicts in the Third
World, primarily through the United Nations.

At the same time, the major suppliers of arms must adopt
a new ethic of peace, since 86% of the current arms suplies
originate from the five pcrmanent members of the Security
Council. They must agree to phase out their military
assistance and their military bases, regulate the shipment of
sophisticated arms and eliminate subsidies to their arms
exporters. Foreign assistance must also give the right
signals: rather than rewarding high military spenders, as at
present, donor countries should reduce allocations of official
development assistance (ODA) if a recipient country insists
on spending more on its armies than on the social welfare of
its people.

Within this perspective, the Social Summit offers an
important opportunity to turn from arms to human security.
Acollective effort must be made at the time of the Summit to-

Agree on a targeted reduction in military spending for
the decade 1995-2005—say 3% a year.
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Make a clear, explicit link between reduced military
spending and increased social spending.

Persuade all nations to allocate a proportion of the
potential savings to a global human security fund (discussed
below)}—say, 20% of the peace dividend in rich nations and
10% in poor nations.

Mandate the United Nations to maintain a list of
sophisticated weapons and technologies that should not be
exported at all, except under international agreement.

Persuade the industrial nations to close their military
bases, phase out their military assistance and eliminate their
subsidies to arms exporters over the next three years.

Request the United Nations to strengthen its reporting
system under the UN Register of Conventional Armaments,
s0 that up-to-date information on arms and technology
transactions is published regularly,

A global human security fund

Human security is indivisible. Famine, pollution, ethnic
violence—their conequences travel the globe. Yet responses
are still largely national. The Social Summit should
therefore consider setting up a global human security fund
to finance an international response. The issues the fund
could address would include drug trafficking, international
terrorism, nuclear proliferation, transmittable diseases,
environmental pollution, natural resource depletion, natural
disasters, ethnic conflicts and refugee flows.

Separate global compacts can be negotiated in each of
these areas. These compacts will deal with ““global goods™”
and “‘global bads’”. Some good precedents are the
already-concluded compacis on climate change and
biodiversity and the current negotiations for a compact on
desertification.

Three main sources should be tapped for such a global
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fund. First is the peace dividend, discussed above. A fixed
proportion of the reductions in global military spending
should be credited to the global human security fund—on
the grounds that the basic threats to global security have not
disappeared but merely taken on new forms.

The peace dividend could be substantial; an annual
reduction of 3% in global military spending would yield
about $460 billion from 1995 to 2000, of which around $385
billion would be in the industrial world and around $75
billion in the developing world. Not all of this would be
available to a global human security fund, because already
there are many claims on these savings, including the costs
of conversion from military to civilian productions.

But if the rich nations were to allocate only 20% of their
peace dividend, as suggested, and the poor nations 10%, this
would generate a: least $85 billion during 1995-2000, or
about $14 billion a year. These figures are purely illustrative.
The important point is that the contributions should be
automatic and shared globally. One form the fund could take
is suggested by Nobel Peace Prize winner Oscar Arias
(special contribution, p. 59).

A second logical source of funds for a global response
to global threats is a set of fees on globally important
transactions or polluting emissions. This is probably some
way off, but even at this stage it is worth considering some
of the more promising options, two of which are discussed
in chapter 4. One is a tax on the international movements of
speculative capital suggested by James Tobin, winner of the
Nobel Prize for Economics (special conribution, p. 70).
Tobin suggests a tax rate of 0.5% on such transactions, but
even a tax of 0.05% during 1995-2000 could raise $150
billion a year. Such a tax would be largely invisible and
totally non-discriminatory. Another is a global tax on
energy: & tax of §1 on each bareel of oil (and its equivalent
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on coal) during 1995-2000 would yield around $66 billion
a year.

A third major source for the fund could be official
development assistance. The current target tor ODA
allocations by industrial countries is 0.7% of each country’s
GNP, twice theiractual contributions. The first 0.1% of GNP
contributed to ODA should be earmarked for a social safely
net for poor nations (Chapter 4). But the balance should be
linked to specific objective—one of which should be global
human security, If donors restructured existing ODA and
committed some new funds, they could provide around $20
pillion a year to a global human security fund.

These three sources together could raise an annual fund
of around $250 billion a year during 1995-2000, seemingly
ambitious, but still only around 1% of global GDP.Can
humanity do less than this for its collective survival when it
has been willing until recently to spend more than 4% of
global GDP on the military arsenal ? ;

Rather than the specific forms of global taxation, it is
the basic notion of designing a global response and raising
some global financing that the Social Summit should focus
on. What is envisaged here is neither a separate fund nor a
new institution. The idea is to establish a global account to
pool contributions to meet the needs of global human
security.

The Social Summit should approve that basic idea of a
global human security fund and give the United Nations the
mandate to prepare its concrete blueprint.
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Towards sustainable human
development

The Universalism of life demands non-discrimination
between all people, irrespective of gender, religion, race or
ethnic origin. And it focuses directly on human
beings—respecting national sovereignty but only as long as
nation-states respect the human rights of their own people.

Universalism advocates equality of opportunity, not
equality of income—though in a civilized society a basic
minimum income should be guaranteed to everyone.

The basic thought of unversalism of life claims comes
from many pioneers. *‘It is justice, not charity, that is
wanting in the world,”" wrote Mary Wollstonecraft, the
pioneering feminist, in A Vindication of the Rights of
Woman, published in 1792, In the same year, her friend
Thomas Paine published the second part of the Rights of
Man. Both were concerned with giving everyone—women
and men—power over their lives and opportunities to live
according to their own values and aspirations.

Historical perspective

Interest in the concept of human development is not new.
Nor are the concerns of sustainability. Today's belated
return to human development means reclaiming an old and
established heritage rather than importing or implanting a
new diversion.

The roots of the concept of human development can
often be traced to early periods in human history and can be
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found in many cultures and religions. Aristotle wrote that
vwealth is evidently not the good we are seeking, for it is
merely useful and for the sake of something else’’. A
similar strain was reflected in the writings of the early
founders of quantitative economics (William Petty,
Gregory King, Francois Quesnay, Antoine Lavoisier and
Joseph Lagrange) and in the works of the pioneers of
political economy (Adam Smith, Robert Malthus, Karl Marx
and John Stuart Mill). When Adam Smith, that apostle of free
enterprise and private initiativ2, showed his concern that
economic development should enable a person 1o mix freely
with others without being ‘‘ashamed to appear in publick™, he
was expressing a concept of poverty that went beyond counting
calories—a concept that intergrated the poor into the main
stream of the community.

Throughout this early period, the concept of
development treated income and its growth as a means,
and directed attention towards a real concern for
people—in their individuality and collectivity, in their
commonality and diversity. The central concern of
development became the quality of people’s lives— what
they were capable of doing and what they actually did, the
discriminations they faced, the struggles they waged and the
expanding choices they enjoyed. And this covered not just
economic choices but choices in every field inwhich they could
extend control over their lives. The pursuit of material
well-being was one of these choices—but it had not yet become
the exclusive obsession.

Only during the 20th century did the social sciences
become increasingly concemned with economics—and
economics with wealth rather than with people, with the
economy rather than with the society, with the maximization of
income rather than with the expansion of opportunities for
people. Although the obsession withmaterialism may be recent,

Towards sustainable human development : 195



the preoccupation of economists and policy-makers with
augmenting ‘‘national treasure”’, in surplus trade balances,
dates back at least to the mercantilists, who preferred to
concentrate on material success rather than on the development
of human lives.

The dominant contemporary tradition of focusing
exclusively on such variables as per capita gross national
product or national wealth is a continuation—certainly an
intensification—of the old opulence-oriented approach,
And it is this low road of regarding humanity as an
instrument of production—rather than the high road of
acknowledging the universality of life claims—that fits well
with the reputation of economics as a ‘*dismal science’”.

Opulence and human development

Why should there be a tension between wealth
maximization and human development ? Is not the former
indispensable for the latter ?

Wealth is important for human life. But to concentrate
on it exclusively is wrong for twoe reasons.

First, accumulating wealth is not necessary for the
fulfilment of some human choices, In fact individuals
and societies make many choices that require no wealth
at all. A society does not have to be rich to be able to
afford democracy. A family does not have to be wealthy
to respect the rights of each member, A nation does not
have to be affluent to treat women and men equally.
Valuable social and cultural iraditions can be—and are
—maintained at all levels of income. The richness of a
culture can be largely independent of the people’s
wealth.

Second, human choices extend far beyond economic
well-being. Human beings may want to be wealthy. But they
may also want to enjoy long and healthy lives, drink deep at
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the fountain of knowledge, participate freely in the life of
their community, breathe fresh air and enjoy the simple
pleasures of life in a elean physical environment and value
the peace of mind that comes from security in their homes,
in their jobs and in their society.

National wealth might expand people’s choice. But it
might not. The use that nations make of their wealth, not the
wealth itself, is decisive. And unless societies recognize that
their real wealth is their people, an excessive obsession with
the creation of material wealth can obscure the ultimate
objective of enriching human lives.

This tension between wealth maximization and human
development is not merely academic—it is real. Although there
is a definite correlation between material wealth and human
well-being, it breaks down in far too many sacieties. Many
countries have a high GNP per capita, but low human
development indicators—and vice versa. Countries at similar
levels of GNP per capiia may have vastly different human
development indicators, depending on the use they have made
of their national wealth (table 1.1 and figure 1.1). The
maximization of wealth and the enrichment of human lives need
not move in the same direction,

Some take the view that opulence should not be valued
as an end in itself, but that it still is the most important
means for promoting the more basic objectives—even the
Aristotelian one of ensuring *‘flourishing lives™. To take
a prominent example, W. Arthur Lewis—one of the leading
modern development economists and a Nobel Prize winner
in economics—had little doubt that the apropriate objective is
increasing ‘‘the range of human choice”. He also
acknowledged the causal role of many factors in advancing the
freedom to choose. But he decided to concentrate specifically
on “the growth of output per head’”, because it *‘gives man
greater control over his environment, and thereby increases his
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freedom’”. Indeed, the focus of his classic books was
sufficiently precise to permit him to assert: “‘Our subject
matter is growth, and not distribution.”” Yet without
appropriate distribution and public policy, economic growth
may fail to translate into improvement in human lives.
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Environmental Degradation

In Sweden about 20000 of the country’s 90,000 lakes are
acidified to some degree; in Canada, 48,000 are acidic. And
the source of the problem in these instances is not only
within the country.

The emission of chlorofluorocarbons also has an
international, indeed a truly global, effeci—as the gases
released in individual countries attack the ozone layer. In
1989, reasearch teams found that the ozone layer over
Antarctica was reduced to only 50% of its 1979 level. And
in 1993, satellitt measurements over the heavily
populated mid-latitudes of the Northern Hemisphere
showed the ozone layer to be at record lows, with serious
implications for human health. Ozone filters our
ultraviolet radiation, which can lead to various kinds of
skin cancer. Between 1982 and 1989 in the United States,
the incidence of the most dangerous form of skin cancer,
melanoma, rose by more than 80%.

The production of greenhouse gases in individual
countries also has a global impact. Layers of these gases,
including carbon dioxide and methane, accumulating in
the upper atmosphere contribute to global warming
because they reflect back infra red radiation that would
otherwise escape into space. In 1989, the United States
and the former Soviet union were the largest producers of
such gases—respectively responsible for 18% and 14% of
total emissions. But the effects will be felt all over the
globe— and could have their greatest impact on the
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poorest countries. With a one-metre rise in sea level partly
due to global warming, Bangladesh (which produces only
0.3% of global emissions) could see its land area shrink by
17%.

Biological diversity is more threatened now than at
any time in the past., Tropical deforestation is the main
culprit, but the destruction of wetlands, coral reefs and
temperate forests also figures heavily. Germany and the
Netherlands lost nearly 60% of their wetlands between
1950 and 1980. And a recent analysis of tropical forest
habitats, which contain 50-90% of the world’s species,
concluded that, at current rates of loss, up to 15% of the
earth’s species could disappear over the next 25 years.
Today, only 45% of the world’s temperate rainforests
remain.

The trends of the past 20 years show an accelerated
destruction of coastal marine habitats, increases in coastal
pollution, and in many areas, a shrinking of the marine fish
catch. In 1990, the global fish catch declined for the first time
in 13 years—a result of overfishing, coastal habitat
destruction and water pollution.

Coral reefs will also come under greater pressure.
Approximately one billion people will live in coastal cities
by 200, increasing the danger to reefs from overfishing,
pollution and soil erosion.

As habitats are fragmented, altered or destroyed, they
lose their ability to provide ecosystem services—water
purification, soil regeneration, watershed protection,
temperature regulation, nutrient and waste recycling and
atmospheric maintenance. All these changes threaten global
human security.

Drug trafficking
The trade in narcotic drugs is one of the most corrosive
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threats to human society. Durig the past 20 years, the
narcotics industry has progressed from a small cottage
enterprise to a highly organized multinational business
that employs hundreds of thousands of people and generates
billions of dollars in profits (box 2.5). The retail value of
drugs, as estimated in a recent study, now exceeds the
international trade in oil—and is second only to the arms
trade. The main producing countries are Afghanistan,
Bolivia, Colombia, Iran, Pakistan, Peru and Thailand. And
while consumption is rapidly spreading all over the world,
the highest per capita use is reported to be in the United
States and Canada. In the United States alone, consumer
spending on narcotics is thought to exceed the combined
GDPs of more than 80 developing countries. In recent
times, the countries of Eastern Europe have also become
prominent in drug trafficking—at least 25% of the heroin
consumed in Western Europe now passes through Eastern
Europe.

Despite the magnitude of the threat, the international
community has yet to produce a coherent response. Butsome
individual countries have drawn up their own action plans.
In Bolivia, coca producers have been paid to take coca out
of produciton—$2,000 a hectare— and since 1989, they
have annually converted more than 5,000 hectares of land
to other crops.

But such lone efforts are not an effective, durable
answer. As long as the demand persists, so will the supply.
The real solution has to lie in addressing the causes of drug
addiction—and in eradicating the poverty that tempis
farmers into drug production.

The international narcotics trade

Narcotic drugs have become one of the biggest items of
international trade, with the total volue of drug trafficking
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estimated at around $500 billion a year. The OECD
estimates that $85 billion in drug profits is laundered
through financial markets each year, of which $32 billion
passes through the United Kingdom.

Since almost all the production and trade in these
drugs is illegal, statistics are notoriously unreliable. The
largest exporter of cocaine is probably Colombia,
followed by Peru and Bolivia, while Myanmar seems to be
the leading source of heroin, Pakistan is one of the major
exporters of cannabis. One study of the nine major
producing contries estimated their annual production of
cocaine at around 300 tons, heroin at around 250 tons and
cannabis at well over 25,000 tons.

Drug addiction causes immense human distress. And
the illegal production and distribution of drugs have spawnd
worldwide waves of crime and violence. International
efforts to stamp out this noxious trade began more than 80
years ago, when opium was brought under international
jurisdiction. Since then, there have been numerous
conventions and conferences on drug abuse and illicit
trafficking, In 1990s the General Assembly of the United
Nations declared the 1990s the UN Decade against Drug
Abuse.

But thus far, efforts to eliminate the drug menace have
prompted rather more righteous indignation than effective
action—mainly because the costs of significantly reducing
production or consumption are just too high. Successfully
eradicating crops like opium or coca demand offering
farmers equally valuable alternative crops. But given the
high prices for drugs, this is almost impossible. In Bolivia,
the coca-cocaine industry is thought to be worth as much as
20% of GNP.

Most efforts at stifling drug production have brought
limited benefits. Eradicating crops in one place tends to
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shift production elsewhere. When Mexico suppressed
marijunan production, it sprang up in Colombia. When
Thailand managed to reduce opium cCrops, producers
moved to Myanmar and the Lao People’s Democratic
Republic.

Reducing consumption is equally difficult. Many
wealthy and educated people use small amounts of drugs
much as they might use alcohal and tobacco—and are
prepared to risk .the consequences. But many of the
heaviest drug users are poor and desperate—seeking some
kind of anaesthesia for the hopelessness of their lives. For
them, drugs may be dangerous, but they have little left to
lose. This underclass is not limited to the industrial
countries. The United States is the largest single market
for drugs, but developing countries, particularly those that
are drug producers, also have serious addiction problems.
Pakistan, for example, is thought to have more than one
million herin users, and Thailand has around 5,00,000
addicts.

One radical alternative is decriminalization. This
would reduce the violence and crime associated with
drugs and allow for production and consumption in less
squalid and dangerous circmstances. The risk, however, is
that it might increase overall consumption.

In the end, probably the only solution will be to remove
the kind of social distress that feeds drug addiction and to
promote human development, which can strengthen families
and communities and offer young people more productive
outlets for their time and energies.

International terrorism

Violence can travel from one country to another through
conventional warfare—and through terrorism.
Between 1975 and 1992, there were an average of 500
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international terrorist attacks a year. Bombings are the most
common type of incident (60%), followed by armed attacks,
and in individual years there have also been large numbers
of arson attacks or aircraft hijackings, The peak in recent
decades was in 1987, with 672 incidents. In 1992, the
number dropped to 362, the lowest since 1975.

Between 1968 and 1992, the number of annual
casualties was never less than 1,000, and 1985 was the
worst year, with 3,016 casualties—816 people killed
and 2,200 wounded. Most of the victims have been the
general public—though in 1980-83 the majority were
diplomats, and in the past two years most attacks
have been made against businesses. While the number
of their victims may not look high, the fear that these
attacks spread among the world’s population at large is
immense,

The focus of terrorist activity tends to move around the
world. Until the early 1970s, most incidents were in Latin
America. Then the focus switched to Europe. In the mid
19808, most of the incidents were in the Middle East. And
now, terrorist incidents take place all over the world.
Terrorism, with no particular nationality, is a global
phenomenon.

Needed policy action

This discouraging profile of human insecurity demands new
policy responses, both nationally and internationally. Over
the past five decades, humankind gradually built up an
edifice of global security—an edifice or nuclear deterrents,
power balances, strategic alliances, regional security pacis
and international policing through the superpower and the
United Nations.
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Global military expenditures and the peace divided
(USS billions in 1991 prices and exchange rales
4 ¥ :I 1963 1994 Total
1087 1983 1980 1990 1991 (992 (est). {est) 198790
Actual military spending
Workd 605 970 045 400 B55 B15S TR0 767 7027
Indusirial countries” 850 B35S 815 TED T2 &80 669 649 5903
Developing conntries 145 135 130 130 130 135 121 118 1,04

Actus] cumulative peace dividend]

World D 25 SO 105 140 B0 208 2@ 933
Indusirial countries D 15 35 0 125 150 181 201 BT
Developing couniries’ 0 10 ‘33 15 153 W 24 " AT

Total
1995 1996 1097 1998 1990 2000 19952000

Projected militry spending”

Warld T44. 7220 700 679 6500 630 4,143
Indussrial couptries® 630 s11 993 575 AW M 3508
Developing countries i14 111 WF 1M 10 o B35
Polential pumulative pence dividend

Waorld 23 43 67, B8 108 128 450
Industrial countries” 19 k] 56 T4 1 108 386
Developing countries 4 7 11 14 17 20 73

a. Chinn iz included in the group of industrial countries for this comparison.
b Assuming an snnual reduction of 3%

Disarmament in industrial countries

The dramatic changes in the international political climate
have not been matched by correspondingly steep falls in
military spending in industrial countries. The general policy
is to continue with the programmes of the 1970s and 1980s.
Some weapons procurement has been postponed, and some
projects have been cancelled. But the principal policy is “‘a
litle less of the same™’, with little effort to design an entirely
new security system.

This is question partly of scale and partly of
momentum. The huge commercial and military organi-
zations are fairly inflexible, and cutting arms production and
procurement can bring serious problems. Cuts in research
and development tend to be even slower since governments
generally wish to maintain their capacity to acquire
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state-of-the-art weapons systems, even if they do not buy as
many. Governments are also nervous about potential new
threats—particularly ethnic and territorial conflicts in
Europe. In these circumstances, decision-makers and
military personnel are temptud to hold on to existing
structures, '
Opposition to change can come from different
directions. Arms producers raise the spectre of job losses, so
they lobby their governments to buy more weapons, provide
higher subsidies and give more support to exports. Local
politicians fearing unemployment also argue against the
closure of factories and military bases. And within the armed
forces, officers and soldiers protest being demobilized.
This opposition has slowed the process but not stopped
it—chiefly because of budgetary pressures. In the United
States, government policy is to clit military spending as a
way of reducing the huge budget deficit. And in the 12
countries of the Commonwealth of Independent States, the
mounting economic diffculties have also prompted sharp
reductions. The initial cuts are usually the easiest, but
domestic budgetary pressures should drive military
spending down further. A target reduction of 3% a year
during 1993-2000 may be fairly feasible in industrial naiions
given the actual cuts of about 4% a year during 1987-92.
Western Europe has not yet reduced its spending much.
The most expensive arms project—the four-nation
Eurofighter, designed to fight the communist enemy—is
going ahead despite the disappearance of the East-West
coaflict. Elsewhere, there have even been increases in arms
production. Australia and Japan have long-term
commitments to retain or even expand their arms industries.
Nor should one set aside the nuclear threat: although
reduced, it has by no means disappeared. The reductions
envisaged in the START [ and Il treaties, forexample, called
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for the removal of more than 20,000 warheads from the
arsenals of nuclear weapons states—but not a single warhead
has been dismantled so far. Several states continue to pursue
nuclear weapons programmes. This could stall hopes of
removing the nuclear threat.

The continuing nuclear threat

The most welcome effect of the end of the cold war has been
the reduced risk of a nuclear catastrophe, but the threat has
by no means disappeared. One major concern is the
reduction of today’s stock of nuclear weapons. The United
States and the Soviet Union (or the successor states) have
signed the Intermediate-range Nuclear Forces Treaty (1987)
and the two treaties on the reduction of strategic offensive
arms— START [ (1991) and STARTII (1993). These have
helped reduce tension,but they have important limitations.
They specify, for example, that warheads be removed from
delivery systems, but they do not specify that the warheads
be destroyed. Indeed, neither the United States nor Russia
has a technically or politically feasible plan to dismantle
warheads or dispose of their nuclear components—so the
warheads could represent a threat for generations to come.
The breakup of the Soviet Union has also complicated
matters since agreements now have to be made with the
successor states. However, Ukraine has recently ratified
STARTI, which enables START Il to come into force,

The other major concern is nuclear proliferation. In addition
to the five acknowledged nuclear powers (China, France,
Rassia, the Unitd Kingdom and the United States) and three
successor states of the former Soviet Union with nuclear
weapons on their territory (Belarus, Kazakhstan and
Ukraine), only three other states are presumed to have
nuclear weapons or the ability to deploy them on short
notice (India, Israel and Pakisian). At least four other
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countries are believed to aspire to nuclear weapons status
(Algeria, the Democratic Republic of Korea, Iran and Iraq.)
Libya and Syria are thought to have similar ambitions but
lack the resources to mount a credible threat. On the positive
side, three other states appear to have halted nuclear
weapons development (Argentina, Brazil and South Africa).

So far, 157 countries have signed the 1967
Non-proliferation Treaty, and there are proposals to extend
the treaty indefinitely after 1995, But there are doubts that
the treaty will hold. Some countries disagree in principle—

Complaining that the treaty establishes a “*nuclear
apartheid'’ by offering a distinct advantage to the eatly
adopters of nuclear weapons. And some developing
countries are also reluctant to agree to restraints that can
prevent them from acquiring important technology that also
has non-nuclear uses.

There are practical problems, too. The treaty relies
heavily on the control of technology trans fers, and this has
proved difficult to coordinate among exporting countries. It
also relies too much on threats by bigger powers and not
enough on a shared incentive system.

A more fundamental problem is that some countries still
feel threats from their neighbours and regard the possession
of nuclear weapons as an effective deterrént. As in the
industrial countries, the only way to discourage the
production of nuclear weapons is to remove the causes of
conflict.
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Earth in the Balance
by A L Gore (Senator)

Such theories border on intellectual arrogance, especially in
light of the inability of classical economics to deal with the
idea of accounting for lost natural resources. Just as our
current system of economics makes absurd and unrealistic
assumptions about the information actually available to real
people in the real world, it insists upon equally absurd
assumptions that natural resources are limitless *‘free
goods."’

This assumption stems in part from the fact that the
system of national income accounts was established by John
Maynard Keynes before the end of the colonial era, during
which supplies of natural resources did indeed seem
limitless. In fact, it is not entirely coincidental that much of
the worst environmental devastation today is taking place in
countries that have emerged from their colonial status only
in the last generation. Patterns of abusive exploitation of the
environment have a momentum that is difficult to
reverse—especially if the prevailing economic assumptions
were set in place by those who were primarily interested in
removing the natural resources from these countries.

Accounting blindness is not limited to the valuation of
products alone, however. According to the First Law of
Thermodynamics, neither matter nor energy can be gither
created or destroyed; natural resources, therefore, are
transformed into both useful products, called goods, and
harmful by-products, including what we sometimes call
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pollution. Not surprisingly, our economic system measures
the efficiency of production, or **productivity”, in a way
that keeps better track of the good things we produce than
the bad. But every production process creates waste; why
is1"t it accounted for ? If a country produces huge amounts
of aluminium, for example, why isn’t the calcium fluoride
sludge, an inevitable by-product, accounted for ?

Indeed, inprovements in productivity—the single most
significant measure of economic ** progress’—are currently
calculated by a method that embodies yet anothr absurd
assumption: if a new technique has both good and bad
consequences, it is permissible, under some circumstances,
to measure only the good and simply ignore the bad. When
the number of good things produced with each unit of labour,
raw materials, and capital go up—usually because
somebody has cleverly figured out a ‘“‘better” way to
perform the task at hand—then productivity is said to
increase. But what if the clever new process results not only
in the increased production of good things butalso in an even
larger increase in the number of bad things ? Shouldn’t that
count 7 After all, it may cost a lot of money to deal with the
consequences of the extra bad things.

And the absurdity doesn’t stop here. Later, when
expenditures are required to clean up the pollution, they are
usually included in the national accounts as another positive
entry on the ledger. In other words, the more pollution we
create, the more productive contributions we can make to
national output. The Exxon Valdez oil spill in Prince
William Sound, and efforts to clean it up , to take one
example, actually increased out GNP.

Classical economics also fails to account properly for
all the costs associated with what we call consumption.
Every time we consume something, some sort of waste is
created, but this fact is conveniently forgotten by classical
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economists. When we consume millions of tons of
chlorofluorocarbons (CFCs) each year, are they gone ? If so,
then what is eating the hole in the ozone layer ? When we
consume 14 million tons of coal each day and 64 million
barrel of oil, are they gone ? If so, where is all the extra
carbon dioxide (CO3) in the atmosphere coming from ?

None of these hidden costs is accounted for properly;
indeed, the way our economic system measures productivity
doesn't make sense even within the logic of the system itself.
It is almost as if the ultrarational ‘‘economic man" of
classical theory actually believes in magic.
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New World Order
Konark Publishers, Delhi, 1991
Ed. by Sundeep Waslekar

(a) The scientific and technological dimensions, specifically
the development and widest possible distribution of
“green”’ technologies, as a common interest of North and
South. In addition major cooperative scientific projects,
among others in the field of biotechnology, will be
necessary in anticipation of rapid population increase and of
the various impacts of global warming, like the rise of
sea-levels, increased water-salinity, and changes in
agricultural and fishing patterns. Sustained efforts should
also be undertaken to find satisfactory solutions to the
anomaly that international competitiveness, generally
requiring labour saving technologies, only aggravates the
overwhelming problem of Third World unemployment.

(b) A global, equitable and effective energy regime, that
includes ecologically sensitive energy policies at the
national level in industrial and developing countries alike.

(¢} An adequate compensatory scheme for the
conservation of tropical rain forests.

(d) An early settlement of the Third World debt problem
before the collapse of political stability makes solutions even
more difficult.

(e) While human resource development is not a new
issue, it is important not to approach this problem simply in
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terms of formal education and training in specific skills.
Rapid changes in the labour market as a result of
technological advances require a capacity of flexibility and
a nurturing of the motivation for such flexibility. Also a
deliberate effort should be made in human resource
development to include the whole population, and
specifically the poor and the marginalised. What is needed
is what might be called a multimedia and interactive**poor
man’s learning system."

(f) In this light a major review of Technical Assistance
is called for. Technical Assistance has become very much
donor-driven. The enhancement of institutional and staff
capabilities of the developing country concerned, has
somehow become less important than the supply of
expatriate experts, a development that absorbs a
disproportionate share of available resources and leads to
unnecessary dependency. Such a review should include an
investigation into the constraints on the availability and use
of locsl consultants. Such a review should include
comparative pay-scales, employment structures etc.

(g) Present structural adjustment policies are generally
of a short-term character aimed primarily at the needs for
debt-servicing. It is important to review these policies so as
hetter to be able to serve the longer term needs for economic
growth.

Economics of the New Order

We not only need ‘*new thinking"’ in international relations,
but we also need “‘new feelings” for one
another—especially for the poor and the powerless. The
new world order must be based on international economic
justice. Political and military equilibrium require economic
equilibrium.

For real security, we must convert war economies into
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civilian economies. We must begin with the lowering of
military forces, both strategic and conventional, in terms of
armament as well as personnel, at least by 50 per cent.
Weaponry which may be relased due to arms reduction
agreements in the North should be destroyed, and not
exported to the South. Plants and personnel including
scientists hitherto engaged in military production should be
gradually employed in civilian production.

Decentralization of economic power is necessary for
sustaining the New Order so that the future does not solely
depend on one or two superpowers. Because of the futility
of military strength inVietnam, Afghanistan, Europe and
everywhere else in the world, power is increasingly being
measured in terms of economic strength. But it is necessary
to translate economic strength into attitudes of cooperation
and not arrogance since superpower status entails
superpower responsibilities.

Responsible behaviour is essential both from the
powerful as well as the pow. 2rless, The powerful may behave
badly but so can the powerless. We will never make progress
unless those withou: power realize that those in power can
also be on their side. Conscience is not the prerogative of one
side.

Governance in the New World

If & country is to be able to participate positively in the
governance of the world, its internal governance must be
based on peace, progress and justice.

Models of liberal democratic political systems and
mixed economy where slowly and steadily improving
economic performance is accompanied by political stability,
are much more peace-oriented than models of politcal
stability without economic growth or vice versa,

Democracy makes it possible for all groups in a country
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to participate freely in the management of their own affairs.
Military dictatorships which make it possible for only one
or two groups o dominate the system should be undermined
as there has never been a war between two democracies in
the modern history.

Success of democracy depends on fairplay. It involves
balance and equity in allocation of national resources,
evenhandedness of the government in its dealings with
citizenry, demonstratable appreciation of citizens opinions
and equal and same application of human rights to all the
people. Human rights is a human responsibility. It cannot be
left to legislators and bureaucrats.

Since the focus of violence isshifting from international
to domestic conflicts, democratic institutions should be built
insuchaway that they are capable of addressing the problem
of natiopal identities.

Recognition of ethnic factor in both economic planning
and political power sharing is important. With a view to
resolving problems of ethnic groups it is important to address
the problems of backward areas. When two unequal
provinces coexist with each other, social strife and unrest
can take place,

Flexibility is essential for democratic governance since’
rigid adherence to abstract theorising does not help.

Suceessful governance should result in providing food,
health care and other basic amenities to all citizens. But more
important, it should result in providing purpose for all.

Governance in the New World does not depend o= the
government alone. It is proved that the public opinion can
make big changes. Therefore, nongovernmental organi-
zations should be involved in global and national
decision-making.On the other hand, nongovernmental
organizations should try to work with the state wherever
possible.
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Institutions of the New World

Many people dream of the World Parliament as the long-
term aim of the New World. But we must think of workable
institutions for the foreseeable future. We must strengthen
and restructure the United Nations. The present system of
five permanent members of the Security Council needs to be
reviewed. Since Europe is emerging as one entity in 1992,
UK and France having two separate vetoes may be
questioned. The nonaligned bloe should be given a place
among permanent members of the Security Council.

In the short term, we have to work towards
strengthening the regime of the International Court of Justice
supported by the UN Peace-Keeping Forces.

In the immediate future, a demilitarized world can only
be achieved by a steady process of treaty implementation
and by the development of reliable procedures and norms for
the peaceful settlement of disputes. Treaty negotiations on
strategic arms reduction, comprehensive test ban, chemical
weapons ban, are in progress. The challenge is to give the
international law sufficient strength and protection to serve
as an effective guarantor of national and international
security. This can be dome by integrating treaty
administration regimes into the growing web of international
structures.

While all UN agencies can play a positive role in the
process of change, the UNESCO requires a special mention.
At a time when all ideologies have collapsed, the UNESCO
can play the role of a catalyst in developing new thinking.

Outside the United Nations, reshaping of other
institutions is necessary. The NATO and the WTO should
be converted from military alliances into political blocs and
held collectively responsible for the security of all of Europe.

Cooperation between East and West Europe which is so
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essential for stability of the entire world should notbe merely
military or political. It must involve economics, science,
technology, culture and other aspects of human endeavour.

International institutions must be capable of striking a
balance between the necessity of international relations and
national identity. For example, the European Community
achieves a balance through a system whereby the
Commission decides what might be collectively desirable
while the Council decides what might be nationally
aceplable.

The nonaligned movement also needs to organise itself
through an institution which can achieve balance between
collective and national interests.

Global Economic Summit presently limited to G-7
countries should be expanded to include a few selected
representatives of the developing countries.

The North and South should be able¢ to establish
institutions for transfer of sustainable technologies. For
example, centres of learning in the developing world.

Institutions for inter national peace should be linked to
institutions for internal peace. Democracy was introduced in
Eastern Europe as a result of crisis and not as a result of
evolution. We must, therefore, develop social institutions
for crisis management at both international and national
level.

One area where linkages between international and
pational institutions for crisis management is particularly
necessary is environment. Many people support the idea of
an Emergency Environmental Aid Centre within the UN
connected to a planetary network of environmental
monitoring and control.

One of the most important institutions of the current
period, the media, should be allowed to function with
freedom which must be exercised with responsibility. Since
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no message is value-neutral, the media should know how to
strike a balance between what is specific to a given society
and what might be universal. 2

Good management of institutions is essential in the new
world. We must not force change since nature always
triumphs over reason. We must make spiritual profit. Like
anindividual an organization also has a spirit and gains made
by the spirit of the organization cannot be measured in
pounds, yen or dollars.

Human Quality for the New World

Good management of institutions requires inner stability of
those who manage them. Having a correct understanding of
human nature and an awareness of mission is important for
inner peace and stability, Human beings must have
confidence in their greatness and in their responsibilities and
mission.

The final defense of the faith is more influential in our
time than Pareto’s law. It does not concern the ideas of
economists; rather it removes from them any sense of social
or moral obligation. Things may be less than good, less than
fair, even less than tolerable; that is not the business of the
economist as an economist. Because of the claim of
economics that it should be considered a science, it must
separate itself from the justice or injustice, the pain and
hardship, of the system. The economist’s task is to stand
apart, analyze, describe and where possible reduce to
mathematical formulae, but not to pass moral judgement or
be otherwise involved.

Already in the first half of the last century this point had
been made strongly by Nassau Senior. As navigation is
separate from astronomy and astronomers do not offer
advice on guiding a ship, so, he held, the science of political
economy has no concern for practical or moral issues, and

226 : Mahaveer Ka Arthshastra




economists need not or should not offer advice or criticism
thereon.

In later decades this rejection of practical questions and
judgments was strongly affirmed. An influential voice in
doing so was that of William Stanley Jevons, who in The
Theory of Political Economy was moved to declare
““Economics, if it is to be a science at all, must be a
mathematical science.””’ From a mathematical science
moral values are obviously extruded.

The detachment and the justifying commitment to
scientific validity as opposed tosocial concern are especially
influential in our own time. When acting in his professional
role, the economist does not contend with the justice or
benignity of classical or neoclassical economics; to do so is
to deny scientific motivation. To proclaim economic
injustice or failure, to pass qualitative judgmenton economic
performance or to prescribe too freely for its improvement
i3, scientifically speaking, off limits.

Perhaps, as a practical matter, it is well that all
economists do not address social and moral concerns or
involve themselves in practical issues. The result could well
be a deafening clamour of voices. But the history must not
be denied : the pretension of economics that it is a science is
firmly rooted in the need for an escape from blame for the
inadequacies and injustices of the system with which the
great classical tradition was concerned. And it continues to
serve as the defense for a quiet, noncontroversial
professional life even today.

There remained one—just one—course. That was
government intervention to  the level of inverse
spending— government borrowing and spending for public

1. William Stanley Jevons, The Theory of Political Economy, 5th
Edition (New York : A.M. Kelley, 1965), p. 3.
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purposes. A deliberate deficit . This alone would break the
underemployment equilibrium by, in effect, spending—
wilfully spending—the unspent savings of the private sector.
It was a powerful affirmation of the wisdom of what was
already being done under the force of circumstance.

Such are the hard essentials of the Keynesian
Revolution. They were not so put by Keynes. The economic
discussion that followed the publication of The General
Theory wrestled endlessly and pleasurably with the
complexities and obscurities of the book. There was a certain
professional satisfaction in surrounding them with a veil of
mysirey; what learned scholars struggled to master, the
layman could hardly be expected to understand.

One feature of the Keynesian Revolution went largely
unmentioned: impressed with how much had changed,
economists did not pause to reflect on how much remained
unchanged. Henceforth the state would be responsible for
the overall performance of the economy. There would be
disagreementas to the measures to be employed; there would
be no disagreement as to the responsibility of the
government or, ata minimum, of the central bank. The belief
in autonomous full employment at stable prices, eccentricity
apart, was gone. However, instruction and debate as to how
full employment and price stability could be achieved would
now be separated off into a special bmuch of economics,
which would be called macroeconomics’ In an especially
tasteless contraction, some economists would refer to their
speciality as “‘macro” Left untouched and untroubled by

1. With noslight damage to economic understanding. As will later be
noted,economic life is of a piece, and the sepamtion between
macmeconomics and microeconomics prevenied a  proper
appreciation of the strong macroeconomic influence on
microeconomic developments, that of the modern corporation and
trade union and the interaction of wages and prices in particular.
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Keynes was what would be called microeconomics or, in
equally repellent professional slang, just “micro’", In
microeconomics the market was as before, also the business
firm and the entreprenéur.

As these pages have surely made sufficiently clear,

economics does not usefully exist apart from politics, and 50
it will not, one hopes, in the future. The political asymmetry
of the Keynesian Revolution—the asymmetry of the
political ~ actions  required 1o remedy  general
underemployment as compared with those to arresta ge neral
excess of demand— has been adequately observed. Failure
to recognize the practical consequences of this was, as it
remains, one of the major misjudgments in modern
economics. Another serious mistake has been the belief that
monetary policy is politically and socially neutral—that the
revenue that high interest rates return to those who lend
money has been other than a rational manifestation of the
self-interest of those with money to lend. Wrong, as well, has
been the failure to recognize the political role of economics
itself in the dialectic between the business enterprise and the
state. The continuing survival of classical theory can be
understood. The continuing survival of classical theory can
be understood only when it is seen that classical beliefs
protect business autonomy and its income and serve to
obscure the economic power exercised as a matter of course
by the modern enterprise by declaring that all power rests,
in fact, with the market.
The separation of economics from politic : and political
motivation is a sterile thing. It is also a cover for the reality
of economic power and motivation. And itis a prime source
of misjudgment and error in economic policy. No volume on
the history of economics can conclude without the hope that
the subject will be reunited with politics to form again the
larger discipline of political economy.
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So we come to the end of this journey. Some things, one
hopes, are clear. The past, we have seen, is not a matter of
passive interest; it actively and powerfully shapes not alone
the present but the future. Where economics is involved,
history is highly functional. The present is not to be
understood in neglect of the past.

It will also, one trusts, be sufficiently clear that
economics does not exist apart from context—apart from the
contemporary economic and political life that gives it form
or the interests, implicit or explicit, that shape it to their need,
Economic ideas, as Keynes averred, do guide policy.But the
ideas are also the offspring of policy and of the interests
which it serves.

The long reach of history establishes another truth. That
is the way change in economic life and institutions bears on
all economic thought. Economics is not, as often believed,
concerned with perfecting a final and unchanging system.
It is in a constant and often reluctant accommeodation to
change.
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Environment Development and
Education Cultural, Ethical and
Spiritual Perspectives
Ed. R.P. Misra, A Ghafoor Ghaznawi
Vijai P, Singh

Ever increasing economic growth and life sustaining
ecological balance do not appear to go together. Man is now
forced to make a deliberate choice between want-based
economic growth and need-based economic transformation;
between power to control nature and willingness to live with
nature; between ecological disaster and ecological
harmony; and between lot of goods and lot of goodwill. The
choice is not easy.

To make headway, global as well as local resources must
be mobilized: each nation and each community must commit
itself to taking strong action within its own sphere of
influence. International agenciss, particularly the family of
United Nations Institutions have to impress upon the
member states to evolve environment sensitive development
styles. New global forums like UNEP must be adequately
funded to assist the member states exchange views and arrive
atmeaningful solutions. Other United Nations agencies must
further strengthen the sections dealing with environmental
issues.UNESCO for example has a strong section of

.Environmental Education which needs continuing and
increasing support.
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There is, however, a limit to what global organizations
can do. Each nation must commit itself to taking strong
action within its own borders. National resources have to be
mobilized on an unprecedented scale to combat the
problems of environmental degradation and thus to ward off
impending ecological disaster.

One of the major resources whose potentials are yet to
be explored is the culture of the people. All ancient cultures
had evolved life cycles which were in tune with the laws of
nature. They were based on the realization that nature’s laws
cannot be changed, they can be broken though.But breaking
the laws of nature sooner or later invited disaster,

Need for Paradigmatic Intergration

Ultimate solution of the problems of the environment lies in
environmental education.Unless the individual man and
women Ssee the dangers ahead and act accordingly,
governmental programmes, howsoever well formulated, are
bound to fail

There are clear indications of environment friendly
technologicla developments. There may be breakthroughs in
certain sectors. So, there are possibilities of technological
solutions to some of the symptomatic problems. But the root
cause of environmenal problems cannot be eliminated by
technology. New problems will surface as old ones
disappear. New solutions would be sought and found
providing evidences of progress, but the ecological
imbalance will increase and living environment further
vitiated.

As slated earlier, the root cause lies in our attitude, in
our style of life, in our way of thinking and in our world view.
Our attitude towards nature, towards cultures; towards life;
and towards ourselves as become so superficially rational,
shortsighted, and individualistic, that we are becoming
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unconcerned about ourselves, leave aside about our
children. We have become so reckless that someone has to
remind us that we should do nothing which will jeopardise
our life and the life of our children. Of course, there is no
rational reason why we should bother about the future. There
is no reason why we should sacrifice our interests for the
interests of our children ? Why should we look after our
elderly people who make no contribution to our welfare ?
Survival of the species is the basic instinct of all that is
living— human beings included. And instinct is not
irrational—perhaps it belongs to still higher rationality, a
rationality linked with the very purpose of life.

Did the Cartesian world-view not appear rational to
everyone ? Even today, western education system built on
these premises continues to propagate this view. It is not
possible for ‘believers’, to convert themselves into
non-believers overnight except under very special
circumstances. Paradigmic changes take time. Usually they
take place through, paradigm transformation rather than
replacement. It took more than two centuries for the
development and scientific worldviews to replace the
holistic ecological world view of the past. This
transformation took place unnoticed and became visible
only when its ill effects became obvious.People tend to stick
to the Cartesian view because it does favour them
individually in the shortrun. Who these people are ? They
are those who belong to the upper and upper middle classes
of the society. The poor still live by their traditional ethos
and values wherein the distinction between man and nature,
and man and rest of life is not so clear. For them man is not
juxtaposed against nature; not is nature only a resource for
exploitation. Man and nature are two sides of the same coin.
Man uses nature in order to protect nature; and nature,
perhaps, exists, to help man to achieve greater perfection.
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Thus there is a disjuction between the values of those
who had the privilege of going through institutionalized
western education and those who had the opportunity to
acquire experiential knowledge through traditional family
and societal channels. The latter is non-Cartesian in essence;
while the former is basically Cartesian. In this respect there
is no difference between North and South except that in the
South people belonging to the authentic traditional group are
far larger in number than in the North.

There is merit in both paradigms. The Cartesian
paradigm has given rise to modern science and techonology
which, inspite of its inherent weaknesses, must be
considered as one of the greatest achievements of
humankind. This is also called scientific or developmental
paradigm. While the other which sees life as a unified whole
and emanating from a single omnipotent source, had
produced the great philosophies of the world. The great
religions and cultures are its byproducts. Man does not live
by bread alone. Beyond the bread is the search for meaning
in life; the search for an answer to the question **Who AM
' ? We may refer this as the non-Cartesian spiritual or
holistic world-view. The stage has now come when the two
worldviews—the world view of the literate, and that of the
laity must merge into one so that science is spiritualized and
epirituality is rationalized. When such a situation evolves,
the science will not run amuck, nor would spirituality turn
magical. This will then give rise to a new system of values ,
a new system of ethics, and a new meaning to life,
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Culture-environment Nexus : Some
Basic Considerations
By Suresh Misra

Within a quarter of a century, a sea change has taken place
i the outlook of the reflective people about the future of
humankind. Just 25 years ago, it was rare (o meet a person
who was not confident about thé continued and infinite rise
of the material standard of living of the people of the earth.
Even the less fortunate peoples of exploited colonies
exhibited firm faith in the Western model of development.
Growth and development—two words, but with one
meaning, spread like wild fire engulfing the remotest Pacific
islands, the highest Himalayan valleys, and even the
uninhabited frozen Antarctica.

Inspite of the spectre of “the bomb’, the memories of the
two World Wars and the depression in between, the lurking
fear of social unrest, famines, Malthusian ghost and
communist menance, not few of the marchers saw these fears
as unfounded. A great majority of the people and their
leaders considered them controllable.

Rarely did anyone found it necessary 0 look for
alternative paths, as if the history had become handmaid of
economics and geography could ever be the real wealth of
nations. Adam Smith reigned supreme in capitalist, socialist,
communist and third world countries alike.
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Report of the Expert Group on
Estimation of Proportion and
Number of Poor

(Pub. Perspective Planning Division, Planning
Commission, Govt, of India, New Delhi, July
1993)

Definition of Poverty Line

2.2 Defining a poverty line is the first step in estimating
poverty. A poverty line dividing the poor from the non-poor
is used by putting a price on the minimum required
consumption levels of food, clothing, shelter, fuel and
health care, etc. The definition of poverty line in the Indian
context was attempted for the first time in 1962 by a
Working Group of eminent Economists and social thinkers
after taking into account the recommendations of the
Nutrition Advisory Committee of the Indian Council of
Medical Reasearch (ICMR, 1958) regarding balanced diet.
The Working Group, comprising Prof D.R. Gadgil, Dr.
B.N. Ganguli, Dr. P.S. Lokanathan, Shri M. R. Masani, Shri
Ashok Mehta, Shri Pitambar Pant, Dr. V.K.R.V. Rao, Shri

1. See for reference : *‘Perspectives of Development : 1961-1976,
Implications of Planning fora Minimum Level of Living"” (Paper
prepared in the Pemspective Planning Division of the Planning
Commission)- in Bardban and Srinivasan (1974) : Poverty and
Income” Distribution in Indis". Statistical Publishing Society,
Calcutta,
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Shriman Narayan, Shri Anna Saheb Sahasrabuddhe, set up
by the Seminar on Some Aspects of Planning, after
considerable discussion on minimum standard of living,
recommended (in 1962) that :

(i) The national minimum for each household of 5
persons (4 adult consumption units) should be not
less than Rs. 100 per month in terms of
1960-61 prices or Rs. 20 per capita. For urban
areas, this figure will have to be raised to Rs. 123
per month per household or Rs. 25 per capita to
cover the higher prices of the physical volume of
commodities on which the national minimum is
calculated.

(iiy This national minimum excludes expenditure on
health and education, both of which are expected
to be provided by the State according to the
Constitution and in the light of its other
commitments.

Official Methodology and Issues
in Poverty Estimation

3.1 Following the recommendations of the Task Force on
Projections of Minimum Needs and Effective Consumption
Demand’ (1979), the Planning Commission has been
estimating the proportion and number of poor separately for
rural and urban India at national and State levels. These
estimates have been released from the year 1972-73
onwards, using the full survey data on household
consumption expenditure collected by the National Sample
Survey Organisation (NSSO) at an interval of five years.
The estimates are available for the years 1972-73, 1977-78,
1983-84 and 1987-88. The methodology behind these
estimates, often termed as the ‘official methodology” has
been outlined in the following sections.
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The P asis of Official Estimates

3.2 Calorie Norm : The official estimates are based on a
calorie norm of 2400 calories per capita per day for rural
areas and 2100 calories per capita per day for urban areas.
The poverty line for the base year 1973-74 has been taken as
the per capita expenditure level at which these calorie norms
have been met, on an average, for the country as a whole, as
per the NSS household consumption expenditure survey for
the corresponding year.

3.3 Poverty Line in the Base Year ;: The Task Force
(1979) defined the poverty line as the per capita expenditure
level at which the calorie norms were met on the basis of the
all-India consumption basket for 1973-74. This
was equivalent to Rs. 49.09 and Rs. 56.64 per capita per
month for rural and urban areas respectively at 1973-74
prices.

3.4 Deflators : The poverty line so defined needs
updating over time to task care of changes in the price levels.
Initially the wholesale price index was used to reflect the
price changes.However, private consumption deflator
derived from the National Accounts Statistics (NAS) was
recommended for this purpose by a Study Group on
‘The Concept and Estimation of Poverty Line’,
(Perspective Planning Division, Planning Commission,
November, 1984). The Study Group recommended the vse
of a price index for reflecting price changes relevant to the
poor. The implicit private consumption deflator from
NAS was found, at that time to be very close to such an
index and hence it was used for adjusting the poverty line for
the years 1977-78, 1983-84 and 1987-88.

3.5 The Adjustment Procedure for Estimating
Poverty Population : In order to arrive at the estimates of
the number of poor, Planning Commission has been making
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adjustment in the National Sample Survey (NSS) data
on distribution of households by consumption expenditure
levels, such an adjustment has been felt to be necessary
because the aggregate private household consumption
expenditure as estimated from the NSS data is different
from the aggregate private consumption expenditure
estimated in the National Accounts Statistics (NAS). It was
considered desirable to have compatibility between the two
sets of data in order to ensure consistency between the
two important components of the plane model, ie., the
input-output table (based on NAS) and consumption
sub-model (based on NAS data). The procedure followed
has been to adjust the expenditure levels reported by the NSS
uniformly across all expenditure classes by a factor equal to
the ratio of the total private consumption expenditure
obtained from the NAS to that obtained from the NSS. The
old NAS series was used for deriving the adjusiment factor
for the estimates up to year 1983 and the new NAS series
has been used for the 1987-88 estimates.

3.6 The poverty population is, thus, estimated by
applying the updated poverty line to the corresponding
adjusted NSS distribution of households by levels of
consumption expenditure, To estimate the incidence of
poverty at the State level, all-India poverty lines and the
ajustment factors have been used on the State specific NSS
distribution of households by levels of consumption
expenditure uniformly across the States. These official
estimates are presented in tables] and 2 respectively.

Issues in Poverty Estimation

3.7 The methodology followed in official estimates of
poverty at national and at State levels, as outlined above, has
been regarded by some as inappropriate and even
inadequate in giving a representative picture of incidence
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of poverty in India. Infact, the use of state level estimates
of poverty in allocating plan resources for poverty
alleviation programmes has brought this debate into
sharper focus. The States have become very sensitive about
their respective estimates of poverty. Representations
have been received from some of the State Governments.
Scholars and academicians have also raised conceptual
and metholological issues in this regard. The adoptation of
uniform calorie norms and fixed consumption basket, base
year price differentials and uniformity of deflators across the
States as also the practice of adjusting the NSS distribution
have been widely contested. These and other related issues
are discussed in what follows.

The Base-Year Consumption Basket

3.8 The poverty line has been anchored in a given calorie
norm and the corresponding all-India consumption basket
for the year 1973-74. The poverty line needs to be updated
overtime for changes in price levels relevant to the
consumption of the people around the poverty line.
Updating the poverty line over time can be done in two
ways :

(a) The poverty line as estimated for the base year (i.e.
1973-74) can be updated for changes in prices
overtime.

(b) A fresh poverty line can be calculated from the
latest available consumer expenditure survey
data using the procedure suggested by the Task
Force.
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Tahile 1

MNumber and percentage of Population “elow poverty Line by
states 1983-84 (Officially Released Estimates)

Rural rbn Combined
S.No.  Semte
Mo, % ape Mo. %ape No. Teape
Lalkhs 1 Lakhs Iakhs
0y (1 () (3) e I ] (6} )
1. Andhra Pradesh 164.4 38.7 .7 285 M5l 6.4
2  Assam 449 238 49 216 428 335
3. Bihar 3204 514 346.1 370 355 49,5
4, Gujarat &7.7 7.6 199 173 BTA M)
5. Huvana 162 15.2 55 16.9 21.7 156
f.  Himachal Prdexh 58 14.0 03 8.0 .1 i35
7. Jammu & Kashmir E.1 16.4 2.2 15.8 10.3 163
B Kamamka e 375 k) 292 1376 50
9. Kemla 55.9 26.1 154 30.1 L5 6.4
10, Madkya Pradesh 218.0 03 30 3Ll 39 w2
11, Maharashira 176.1 41.5 5.0 233 2320 3.9
12 Masipor 13 1.7 68§ 18 LS 123
13,  Moghalaya 39 237 ORI ¢ S T
14,  Orissa 17 B 104 203 1181 428
15. Punjab 13.7 109 1.7 210 244 138
16, Rajasthan 105.0 366 M2 261 1262 M2
17.  Tamil Nada 1471.6 4.1 516 39 2002 06
18. Tripurs 4.6 23.5 0.5 %6 5.1 3.0
19.  Unar Pradesh 4400 #5.5 WG 40.3 5306 453
20. West Bengal 1839 438 41.2 6.5 2351 2
21, Nagaland and All
Union Territories 179 474 M4 177 2a
All India 2215.0 a0.4 4050 282 2T0.0 374

Moles: (1) The above estimates are derived by using the poverty Line of Re. 101, 8 per
capita per month for raral arcas and the poverty Line of Rs. 117.5 per capita
per manth for urban arcas st 1983-84 price’s corresponding to the poverty
lines of Rs. 49,1 and Hs. 56.6 respectively for 197374

{2} The number of persons below poverty Line relates to the ponuation as on 15t
March, 1954
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Table 2
Numbsr and Percentage of Population Below Poveriy Line by
states 198788 (Officially Released Fstimates)

Raral Urbm Combined
SNo.  Siate
Nao. % apge No, Sape Mo, % ape
vakhs Lakhs lakhs
{0 [l (2} [E]] (4} (5] 16} {7)
i Andhrs Pradesh 153.1 ELR. AL h K1 1957 3.7
1 Assam $0.4 .5 15 o4 520 24
3 Bibar 300.3 437 4.1 300 3364 408
4 CGujarat 56.2 212 171 29 M3 184
5. Haryana 125 1.7 4.7 1.7 82 116
6. Himachil Pradesh 4.4 2.7 0.1 2.4 4.5 0.2
7 Jammu & Eashmir &4 15.5 1.4 &4 o8 13.9
B Kamainka 108 350 3T M2 1345 32
2 Kerala 374 164 L1 .6 193 49,0 17.0
1 Mr&hrl Pradesh 104.0 d1.5 £ R 13 a9 6.7
11, Maharashira 1668 387 47,3 170, a1 M2
12, Ornaga 142 48.3 109 241 1351 447
13 Punjab 9.6 12 4.3 T2 150 R
14, Rajasthan 405 .0 190 154 995 24
15.  Tamil Nadu 1384 105 38.5 05 19 irs
1. LUltiar Pradesh 3na 312 T3 IR 4483 35
17.  West Beapal 137.2 303 #$3 07 IB3S a
15, Small Sites
&UTs 03 1.8 4.9 4.7 142 T
All India 10507 334 470 M0 mT 29

Motes (1) The abave estimates are derived by using the poverfy line of Rs. 1318 per
capita per month for rural areas and 152.1 per capita per month for urban
areas al 198788 prices. corresponding to the povery lines of R= 40, | and Bs,
566 respectively for 1973-74

() The number of persons below poverly line relates to the population g5 on 151
March, 1988,
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A Letter From The Publisher
Span (magazine) May, 1993

Now, the American system may be facing its stiffest
challenges ever. In a thought-provoking essay this month
management guru Peter F. Drucker asserts that America
and the world at large, are at one of those seminal turning
points in history that occur only every 200 years or so.
Drucker discusses the exit of communism and socialisin
from the world’s stage and says that capitalism as we know
it is also on the way out, *'The one thing we can be sure of,”"'
he writes, *“is that the world that will emerge from the
present rearrangement of values, of beliefs, of social and
economic structures of political concepts and systems, of
worldviews, will be different from anything anyone today
imagines.”’

One thing | cannot imagine is that America will lack the
flexibility and resiliency to deal with new challenges, The
ability to adapt quickly, to innovate and improvise, is
inherent in our sysiem and can be glimpsed in several of our
articles this month.

For instance, Dan Moskowitz, in an article on trends and
developments in America’s business schools, notes that,
‘‘Business education in the United States is not static; both
the curriculum and the teaching methods change constantly
as the needs and style of business change.’” That may sound
like pretty tame stuff, until you consider the turmoil that
some of America’s major corporations, such as Sears and
IBM, are going through. These once impregnable behemoths
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are ‘struggling to renew themselves in the face of strong
competition from smaller companies that, in these days of
rapid change, are proving to be much more agile at
developing and marketing products and services to meet
consumer needs. The smaller companies apparently are
finding it easier to employ new techniques and approaches
that their executives learned—in business school.

One of the easiest places to se¢ change in America is in
the arts. Jazz, that uniquely American creation, is the
personification of improvisation. We have a packet of
articles devoted to developments and personalities in the jazz
world.

Michael Jordan, the man on our cover, is the maestro of
improvisation on the basketball court. A revolution in
satellite television transmissions has made him tae most
fameme athlete in the world. This is just another example of
the swift changes that Drucker says are taking place in the
workd

Which reminds me what Abraham Lincoln once said,

**Be not deceived. Revolutions do not go backward.”
—S.F.D
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Is Capitalism Coming to an End ?

Every few hundred years in Western history there occurs a
sharp transformation. Within a few short decades,
society—its worldview, its basic values, its social and
political structure, its arts, its key institutions—rearranges
itself. Fifty years later there is a new world. And the people
born then cannot even imagine the world in which their
grandparents lived and into which their own parents were
born. We are currently living through such a transformation.

One such transformation occurred in the 13th century,
when the Western world suddenly, almost overnight,
became centered on the new city. There was the emergence
of the city guilds as the new dominant social class; the revival
of long-distance trade; the appearance of the Gothic, that
eminently urban new architecture; the new painting of the
Sienese; the shift to Aristotle from theology as the
foundation of new wisdom; the new urban universities
replacing the monasteries in theif rural isolation, as the
cenires of culture; the new urban religious orders, the
Dominicans and Franciscans, the carriers of religion, of
learning, of spirituality; and within a few decades, the shift
from Latin to the vernacular, with Dante creating a European
literature. '

Two hundred years later, the next transformation teok
place. It happened in the 60 years between Gutenberg’s
invention of printing with movable type and with it the
printed book in 1455, and Luther’s Protestant Reformation
in 1517. These were the years of the blossoming of the
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Renaissance (peaking between 1470 and 1500 in Florence
and Venice); of the rediscovery of Antiquity; of the
discovery of America; of the first standing army (the Spanish
Infantry) since the Roman Legions; of the reinvention of the
study of anatomy and with it of scientific inquiry in general;
and of the widespread adoption of Arabic numerals in the
West, providing a new case of computation. And again, no
one living in 1520 could easily have imagined the world in
which his grandparent had lived and into which his parents
had been born.

The next transformation began in 1776— the year of
the American Revolution, of Watt’s perfected steam engine,
and of Adam Smith's Wealth of Nations. It came to a
conclusion 40 years later, at Waterloo—40 years during
which all modern *‘isms** were born. During these years
capitalism, communism, and the Industrial Revolution
emerged. These 40 years produced, in effect, a new
European civilization. Again, no one living in 1820 could
' easily imagine the world in which his grandparents had lived
and into which his parents had been born. One had 1o read
novels to learn about that world.

A New Era

Our time, 200 years later, is again such a period of
transformation. Only this time it is not confined to Western
society and Western history. Indeed, one of the fundamental
changes is that there is no longer a “‘Western”’ history or a
““Western™ civilization. There is only world history and
world civilization—the creation, to be sure, of western
history and Western civilization. Whether this
transformation began with the emergence of the first
non-Western country, Japan, as a great economic power
(that is, around 1960) or with the first computer (that is ,
with information becoming central) is debetable, My own
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candidate would be the American G.1. Bill of Rights after
World War 11, which gave every returning American soldier
the money to attend a university—something that would
have made absolutely no sense only 25 years earlier at the
end of World War 1. The G.L Bill of Right, and the
enthusiastic response to it on the partof America’s veterans,
signalled the shift to the knowledge society. We are still in
the middle of this transformation—indeed, if history is any
guide, it will not be completed until 2010 or 2020. But
already it has changed the political, economic, social, and
moral landscape of the world, No one born in 1990 will
easily imagine the world in which his grandparents (i.e, my
generation) grew up, or the world into which his own parents
were born.

The first successful attempt to understand the
transformation that began in 1455 and turned the Middle
Ages and Renaissance into the Modern World was not even
attempted until 50 years later, with the Commentaries of
Copernicus (written between 1510 and 1514), Machiavelli’s
The Prince (written in 1513), Michaelangelo’s synthesis and
transcendence of all Renaissance art in the ceiling of the
Sistine Chapel (painted between 1510 and 1512), and the
reestablishment of the Catholic Church in the Tridentine
Council of the 1530s. Simifarly, the next transformation—
the one that occurred 200 years ago, ushered in by the
American Revolution—was first understood and analyzed
60 years afterward, in Alexis do Tocqueville’s Democracy
in America, written between 1835 and 1840,

We are today far enough advanced into the new
post-capitalist society—because the post-indusirial society
is really that —to review and revise the social, economic,
and political history of the age of capitalism and of the
nation-state, To foresee what the post-capitalist world itself
will look like is, however, still very risky. What new
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questions will arise and where the big new issues will lie, we
can, I believe, already discover with a high degree of
probability. We can also, in many areas, describe what will
not work. But “‘answers"’ are in most cases still hidden in
the future. The one thing we can be sure of is that the world
that will emerge from the present rearrangement of values,
of beliefs, of social and economic structures, of political
concepts and sysems, of worldviews, will be different
from anything anyone today imagines. But in some
areas—and especially in society and its structure—basic
shifts have already happened. That the new society will
be both a non-socialist and a post-capitalist society is
practically certain. And it is certain also that its primary
resource will be knowledge and that, therefore, it will have
to be a society of organizations. In politics we have already
shifted from the 400 years of the sovereign nation-state to a
pluralism in which the nation-state will be one rather than
the wunit of political integration. It will be a
component—although still a key component—in what I call
the *“post-capitalist polity,"* a system in which transnational,
regional, nation-state and local, indeed tribal structures
compete and coexist.

These things have already occurred. They can therefore
be described.

Only 20 years ago *‘everybody™ knew that a post-
capitalist society would be of a Marxist complexion, Now
we all know that a socialist society is the one thing the next
society is not going to be. But most of us also know—or at
lest sense—that the developed countries are moving away
from anything that could be called ‘‘capitalism.”” The
market will surely remain the effective integrator of
economic activity. But as a society the developed countries
have also already moved into post-capitalism with new **
classes”" and a new central “‘resource.’’
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Capitalist society, as it peaked in the 19th century, was
dominated by two social classes: The “capitalists,” who
owned and controlled the means of production, and the
‘workers.”” The “‘workers’’ eventually became the
“affluent’’ middle class as a result of what has been called
the ** productivity revolution”’—the revolution that began at
the very time of Marx’s death in 1883, and reached its climax
in every developed country shortly after World War 1.
Around 1950, the industrial worker—no longer a
*‘proletarian’” but still *‘labour”’—seemed to dominate
politics and society in every developed country. But then,
with the onset of the *‘management revolution,”” blue-collar
workers in manufacturing industry rapidly began to decline
both in numbers and even more in power and status. By the
year 2000 there will be no developed country in which
traditional workers making and moviny goods account for
more than one-sixth or one-eighth of the work force.

The capitalist probably reached his peak even
earlier—by the turn of the century, and surely no later than
World War I. At least no one since has been able to match in
powe. and visibility the likes of Morgan, Rockefeller,
Carnegie, and Ford in the United States; of Seimens,
Thyssen, Rathenau, and Krupp in Germany; of Mond,
Cunard, Lever, Vickers and Armstrong in England; of de
Wendel and Schneider in France; or of the families that
owned the great zaibatsu of Japan—Mitsubishi, Mitsui, and
Sumitomo. By the time of World War II they had all been
replaced by **professional managers.’” There are still a great
many very rich people around, of course, and they are still
prominent in the newspapers’ society pages. But they have
become ‘‘celebrities.”” Economically they have almost
ceased to matter, The head of a corporation who retires with
$50 million, or even double that amount, is an economic
nonentity.
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Today it is the well-established pension funds that
increasingly control the supply and allocation of money in
developed countries. In the united State in 1991 these founds
owned half the capital of the country’s largest businesses and
held almost as much of these companies’ fixed debts, The
beneficiary owners of the pension funds are, of course, the
nation’s employees. If ““socialism™ is defined as ownership
of the means of productior by the employees, then the United
States has become the most *‘socialist™ country
around—while still being the most * ‘capitalist’* one as well.
And the pension funds are run by a new breed of
“‘capitalists”"—the faceless and anonymous employees who
run the pension funds as investment analysts and portfolio
managers.

But equally important: The real and controlling
“resource” and the absolutely decisive “‘factor of
production”” today is neither capital, nor land, nor labour. It
is knowledge. And instead of ‘‘capitalists” and
“*proletarians,” the relevant *‘classes” of the post-capitalist
society are ‘‘knowledge workers®” and “‘service workers."

The Shift to the Knowledge Society

The move ta the post-capitalist society began shertly after
World War I1. But only with the collapse of Marxism as an
ideology and of communism as a system did it become clear
that we have already moved into a new and different society.

The moral, political, and economic bankruptcy of
Marxism, and the collapse of the communist regimes, were
not ““The End of History.”” Even the staunchest believers in
the free market surely hesitate to trumpet its triumph as the
Second Coming. But 1989 and 1990 did indeed signify the
end of one kind of history. They brought to a close 250 years
that were dominated by a secular religion— what I have
called “‘belief in salvation by society.” Its first prophet was
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Jean-Jacques Rousseau. The Marxist utopia was its ultimate
distillation and apotheosis.

But the same forces that destroyed Marxism as an
ideology and communism as a social system are also rapidly
making capitalism as a social order obsolescent. For 250
years, from the second half of the 18th century on, capitalism
was the dominant social ideology. Buth are rapidly being
superseded by a new and very different society and way of
thinking about the world.

Whatever this new society will be, it will not be a
socialist one . It surely—to say it again—will use the free
market as the one proven mechanism of economic
integration. [t surely will not be an * ‘anticapitalist society."’
[t will not even be a **non-capitalistsociety "’; the institutions
of capitalism will survive, though some (e.g. banks) may
play quite different roles. But the new society—and it is
already here—is a**post-capitalisi®* society. lts centre of
gravity, its strucure, its social and economic dynamic, its
social classes, and its social problems are different from
those that characterized the last 250 years, dominated them,
informed them, and defined the issues around which political
parties, social groups, social value systems, and personal and
political commitments erystallized.

The basic ecomomic resource is knowledge. The
wealth-creating activities will be neither the alloecation of
capital to productive uses no ‘‘labour’’—the two poles of
19th-and 20th-century economic theories whether classical,
Marxist, Keynesian, or neoclassical. They will centre around
“productivity’’ and ‘‘innovation”, both applications of
knowledge to work. The representative social groups of the
knowledge society will be neither the “‘capitalist’’ nor the
<sworker'’, the two groups that characterized society since
the Industrial Revolution 250 years ago. The ruling group
will be knowledge workers, knowledge executives,
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knowledge professionals, and knowledge entrepreneurs
who have the insight to allocate knowledge to productive
use, the way the ““capitalists’’ knew how to allocate capital
to productive use, Practically all of them will be employed,
either originally or eventually, in organizations. Yet unlike
traditional employees, these knewledge workers own their
knowledge, the new “‘means of production®’, and can take it
with them wherever they go. The economic challenge of the
post-capitalist society will therefore be the productivity of
knowledge work and the knowledge worker.

But there will also be a second representative group—I
call them *‘service workers' —who will lack the necessary
education to be knowledge workers. And in every country,
even the most highly advanced ones, they will constitute a
majority. The social challenge of the posi-capitalist society
will thus be to ensure the dignity of service work and the
service worker.

The post-capitalist society will also be divided by a new
dichotomy of values and of aesthetic perceptions. It will not
be the “‘two Cultures’*—the humanist, literary culture and
the scientific culture of which the English novelist, scientist,
and government administrator C.P. Snow wrote—though
that split is real enough. It will be a dichotomy between
“literati”” and ‘‘managers,”” the former being concerned
with words and ideas, the latter with people and work. To
transcend this dichotomy in a new synthesis will be a central
philosophical and educational challenge for the
post-capitalist society.

The late 1980s and early 1990s also marked the end of
another era, another ““Kind of history.”’ If the fall of the
Berlin Wall in 1989 was the climactic event that symbolized
the fall of Marxism and Communism, the formation of a
transnational coalition opposing Iraq’s invasion of Kuwait
was the climactic event that marked the end of the 400 years
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of history in which the sovereign nation-state was the
main—and often the only—actor on the political stage.
Future historians will surely rank January 1991 among the
big dates"’. There is no precedent for such transnational
action, no earlier occasion where nations, without a single
dissenter of consequence (and almost withowt dissent
altogether), put the common interest of the world
community in putting down terrorism ahead of their own
national sentiments and, in many cases, ahead even of their
own national interests. There is no precedent for the
all-but-universal realization that terrorism is not @ matter
of “‘politics™* 1o be left to individual national governments,
but rather a threat that requires non-national, transnational
action.

Outflanking the Nation-State ?

In the 400 years since the French lawyer-politician Jean
Bodin invented it (in his 1576 book Six Livres de la
Republique), the nation-state had become the sole organ of
political power, internally and externally, And since the
French Revolution it had also become the carrier of the
secular religion, the belief in ‘‘salvation by society.”
Totalitarianism—communist as well as Nazi—was the
ultimate distillation and apotheosis of the doctrine of the
sovereign nation-state as the one and only organ of power.
Political theory and constitutional law still know only
the sovereign state. And in the last 100 years it has steadily
become more powerful and more dominant. it has mutated
into the ‘‘mega-state.”” it is also the one political structure
we so far understand, are familiar with, and know how to
build out of prefabricated and standardized parts— an
executive, a legislature, courts, a diplomatic service, a
national army, and so on. Every one of the 200 -odd new
countries that have ben carved out of the former colonial
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empires has been set up as a sovereign nation-state. And this
is what every one of the various parts of the last of the
colonial empires, the Soviet empire, aspires to become.

Yet since the end of World War I1 the sovereign
nation-state has steadily been losing its position as the one
organ of power. It is fast becoming instead one among many
such organs. Internally, devioped countries are fast
becoming pluralist societies of organizations. Externally,
some governmental functions are becoming transnational,
others regional (i.e., the European Economic Community),
others are beign tribalized,

The nation-state is not going to “‘wither away”. It may
remain the most powerful political organ around for a long
time to come, But it will no longer be the indispensable one,
and will increasingly share pewer with other organs, other
institutions, other policymakers, We are moving fast towards
the “‘posi-capitalist'’ polity. And the division of power, the
division of tasks, the division of responsibilities and
accountabilities between the warious levels of this
post-capitalist polity are still to be defined: What is to remain
the domain of the nation-state ? What is to be carried out
within the state by autonomous institutions ? What is to be
“‘supernational” ? What is to be **transnational’’ ? What is
to be “‘separate and local 7" Resolving these questions will
be the central political agenda for decades to come. In its
specifics, the outcome is quite unpredictable. But whatever
it will be, the political order 50 years hence will look
different from the political order of the last centuries, when
the actors differed in size, wealth, constitutional
arrangements, and political creed but were uniform as
nation-states, each sovereign within its territory, and each
defined by its territory.

The last of what might be called the *‘pre-modern”’
philosophers, Gottfried Leibnitz (1646-1716), spent much
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of his life in a futile attempt to restore the unity of
Christendom. His motivation was not the fear of religious
" wars between Catholics and Protestants or between
Protestant sects —that danger was already past when
Leibnitz was born. But he feared that without a common
belief ina supernatural God, secular religions would emerge.
And a secular religion, he was convinced, would—almost
by definition—have to be a tyranny and suppress the
freedom of the individual.

A century later Jean-Jacques Rousseau proved Leibnitz
right by asserting that society could and should control the
individual human being. It could and should create a **New
Adam’", It could and should creare universal human
perfection. But it also could and should subordinate the
individual to the impersonal, super-personal ' general will®'
(volonte' ge'ne’rale)— what Marxists later came to call the
“‘objective laws of history.”” Since then salvation by society
has heen the dominant creed of Western Man. And however
much it pretends to be ‘‘anti-religious,” it is a religious
belief. The means are, of course, non-spiriiual: Banning
liquor; killing all Jews; universal psychotherapy; abolition
of private property. The goal, however, is religious: To
establish the Kingdom of God on Earth by creating the *‘New
Man."’

And for more than one hundred years the most powerful,
the most pervasive and near-universal of these secula
creeds, with their promise of salvation through society, was,
of course, Marxism. Indeed it was the religious promise of
Marxism—far more than its convoluted ideology and its
increasingly unrealistic economic theory—that constituted
its tremendous appeal, especially to intellectuals.

Communism collapsed as a system. It collapsed
economically. [ts material promisess proved hollow. Instead
of creating wealth it created misery.Instead of creating
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economic equality it created a nomenclature of functionaries
enjoying greater economic privileges than the world had
ever seen. But as a creed, Marxism collapsed because it did
not create the ““New Man"'. Instead it brought out and
strengthened all the worst in the “*Old Adam’": Corruption,
greed, and lust for power; envy and mutual distrust; petty
tyranny and secretiveness; lying, stealing, and denunciation.

L X X
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