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ith the failure of effectiveness
.of -economic planning ir the’

-\ : W East Europe and Soviet: Union;-
1t IS assumed that. the .‘free‘market};
economies ; provides thé only viable path:
for the Third World countries to follow.:
However, the: neo-classxcal “economic.
" model is based on-many. unproved:as-;
, sumptions and it also fails to take-ade-
quate: account of. the use :of =-natural
resourm e G o

X I3RS X
#+The- cun'ent ascendmg view:: to re-
solve Third World crisis reflects the glo::
bal reassertion of ‘laissez-faire’ ideology
i.e.d policy-of: non-mberference ‘Ttputs’ -
forward.~a:-very: simple . explanatlon
Most,.of th Third -World,: ‘particularly;
~ Africa;-isiin_ deep: crisis Jbecause ;the:
_State} has: mtervened excesswelyum
their:economyto.: follow: thh falses
model : off~development Accordmg i
‘them, the-African political leaders and:
civil ; servants‘: are ~respon51ble for this:

pal goal istoincrease the, Gross Natxon- :
al. Product (GNP), as: opposed meet;

growth does not guarant,ee t
condmons’for the majonty:

on }mateﬂs\

Ko

7 The  year ,929_,,‘ Owas the ; N
ggggggﬁ western economy wasin, des

in Britain, one of the leading mdustnal-J
the rulmg elite. found Hayek’

'unemployed people in Bntam

year, the Labour: Party of Ramsay ]

nald; had, Jo' ed ‘the. :

'G"' mmenttp form & vel
whlch was supposedtoc public..
endit al

cept at all adequately- and partly, onthe;
oretlcalgro unds, ‘that maximum gr wth‘

fopd J.,».z.a.
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Mises words: “To appre-
: v Hayek’s achievements,
ne must take into account political,

economic and 1deological conditions 8s

they prevailed in Europe and especially
me the World 1

an end”. 3) -
early 1920s, the:

n Ludwig Von
jate duly Dr

i
foame to
}a Indeed,
itraditional
; -‘;‘shrinking,
g’place in the society.an
x -&power was erode
-1 /chose ‘democracy’ i
ary changes.

in Vienna at the ti

3 in Vienna, in:

aristocratic middle class was’
which undermine

o

o

n fear of tevolution- k

* The Neo-classical""théﬁi‘j’f; “assu
‘that there exist perfect markets, where
Suyers and sellers have perfect informa-
‘tion about the present-and future condi-;
/) ol pions of the markets. There s free entry
. Anto the market. The theory ‘also’ as-
ssumes that the economic agents are’Ta
itional and their decision is linked by the
icriteria of maximizing their. utility and . .
n are fully mo-"+

The # -

{ .the factors of productio
tor to-.another..

ibile from:one:sector.
theory, txgats.indiyiduals as equals iand . %

‘considers “rational -economic man’ as
s,supreme.‘-’I‘h,ey claim that the str}lcture?
‘of a. competitive ' capitalist  economy;
‘makes it inherently self T ing.
'These ideas are alien
| *World countries. - x

! Moreover, they argue

}jdevelopment:will“bé. improved by freet’ ti0 . - 1 :

ing private business from regulation by* . To’ cont: , ‘rioney supply,’ he misallocatio ‘of TeS0

‘the state: Itirxea;isthatthe"§thbe should monetafists argue for drastic cuts inthe: - ernment is'se y<the i
sdismantle regulatory’ structares Ain £i* govérximept‘=éxpéilﬁiture:~ As;théy=3pet;’*" “interfering” *sesh
* nancial, labourand goods markets: It is- ceive, igrowth’ f-money” supply is'the’ o
'fsaid'—ft-,hat{‘vthé?-f'mar_l_cia_l, markets’ hav main cause of inflation'and goVei'nﬁiehi:‘i' : i

: i igthe‘ir-efﬁcientJOpega‘tions:. ; atise excessive money growth? 7 aging’
1’ For'many years, these ideas were're ans*the b(‘)licy‘-‘of,.{ja'ﬁtéﬁty'f* ‘improve’

4 in’i i féildWéﬂ,“5=Cépitaliéts"f_(‘)’f)ﬁ"oée’?  mum'wa

rsities7éand:
est, with=:

@ o ) shearsed in * certain  unive
g b famong‘the'academiés-in.thfew
5 -.%out‘muchfwi_de.r e:et:ognitidﬁ;’il{_‘ &
{ing ‘monetarist, _;Milwp'%Fﬁgdman;*:has?z ’
.| jbeen long time_p}'opaghtin ’
'z!whichhqd remained unnotic
b -é:theofyiicame,.'w’f-*ight"i‘t‘m'iy i
.- | inomic crisis of mid-1970s;
i came necessary to Te-cre
o |4 tions ‘under ‘which pro
. %adéﬁnig;lation could beinc
% sMonetarist-theoritician AL
,.expghééisédfthht-theipplicY{o ontrol-
ing'th :
‘ ?itwgm‘wki

.| seconomy:

i

growth of money /
‘at fixéd rate; establishes  the”

and ‘puts it on ‘the pathiof |
‘growth. ‘Accepting such policy and con-*
itrolling the ‘inb.rie_'yfsupply.is practically’

difficult

R

that economic i

helead=s

S'upply,“'iett‘fn/g/

ffb;‘;thé;gﬁvefnm%msmgey can®

lending for-unp!
mainly to the capitalists.. Co

* the neo-orthodox ‘theorists; most of th prod
_ advanced capitalist countries have: el
torically had a strong tradition of inter: F ks
vention in the labour. markets:ci - fron
wInthe early.1980s, the policy of auss|  Jead
terity had become the new othodoxys " peo]
 through-out the West, with taking over, nati
the leaderships by Reagan in the Unitéd " lute
States and by Thatcher in'Britain that
In the Third »Wdrld,‘itisbeing}im ‘ pro;
-in several countries by the Internationa : pos
Monet#ry .Fund: (IMF) = ) diby:-‘_othé 00
creditors as & response’ { e5 ey
‘WO!

which has grown out-of €Ol
the philosophy of laisse:
in effect toa’ policy:b!
. quality ‘prevail,’ Temov
" from the working class and
* exposing them to the full’com
with ‘capitali+ 7 9 :
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'+ According to neo-C rai
the

. the rapid gro

:* economic  decisions are: I

v competing ‘individuals o ms

' beliefis centred on th is:

. ernment “Te i th
1 able to avoid na- " freedor as
4 oif

ugh their interna- - ;
g & ‘- investmen

1 offﬁﬂl,gmplgiyiﬁentﬁthrongE'
perding for’ séveral reasons; i
public pending géf)ésjto"-'éertain""éphere, “de
‘Which fnight compete private capitalfor ¥
profitable ‘véntures; and the full niploy- t

. ment policy will make labour scarce and "
st will also Taise'the s os’'and the bat- -

gaining of

unions. = st

< "Theass mption’, that ‘under - free’

competition; funds arid loansigo tomost’ that’
tion, 0N s cimply not true. €

efficient producers 13, SiT ot
hemost profitable fimisareTiot
sarily most efficient, Indeed,
eralized financial markets;
poition of lendable fands ofter
“i‘P@ﬁéﬁi‘{e, . f"sgeculé'tiv'ej ¢
¢ contribute to

which 'do not contribu

it financial institations,
‘chéap ‘credit :

redistribute wealth
vernment {in istitutions,
' ) ‘to the low’
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{the same time the effects of the devalua-.. .
Ition on:the: structure of comparative

\.u R

. | are cancelled out. It is
4 ther. devaluation’ in African countries-
{would imp
|iantry:and open the
k { in*agricultural expo
- 1i Mali; Zaire and many ‘other countries. | monopolylaws ‘and
| "devalued ‘their currencies without: the: largeve_im°ﬁxit',>.ofifo:eign bor,l'QWingS‘hds

| slightest benefits occ

i

PR SR

+|“also-aware of the losérs by cutting wages .
|/ and social services. Whilé it-presseb for.
| ‘thetax c‘ofﬁcessidﬁsto;dpme&ticﬁfnﬁd for.
i| eign'investors; it advises’ in 3 favour~of -
|| changing ‘the laws {ﬁovfacilitate'}ft)i'éigh
| participation in the Third Worldf330
[ The World Bank, the chief suppotter

Jp‘easan et @Y STHERHET S
;- = Moreover, the Fund always ‘insists
that devaluation® should be accompa®’
- 1! nied by austerity, which means:reduc-

i tion in the s dards “of living of :the:
poorest strata. The withdrawatof subsi<i . '
* dies on most essential items seems toaf-
fect severely the poor. Fund further éns .
{ gures that dusterity does not affect ther -
i rich, who could easily bear the ‘burden; . .
{* have enjoyed the fruits of the past bor= -
< rowing, have been résponsible-‘-‘for:the:«" :
- debt burden and have misused the'debt: -
. But instead it forces the poor to repay:
- the debt, who have not been responsible
 for'the debt buildup, the one-who “ha
. gained nothing -’ “‘the* tpa

. ‘tet of distribution of austerity.” ‘hist
| simply riot true. They know: veryiwell *

- about who’should bear theburden of
! withdrawal of “subsidies.The Fund is

o1 the ‘market mechanism’in its répo

oil prices for such high loans. But even ration (or exploitation) takes
. after restoration of peace in Assaménd  in‘India. The rich in India are being'acX
the balance of payments: discovery of moreoilin Bombaysea, the ~ customed to imported consumer goods:
dobtful if a fur-  trend has'not changed. 19 siors e Similarly; now several Indian industri '
- International financial’ institutions.  are increasingly dependent onimp rted’
_ Iridian government cre- inputs and technology.- Ay,
way for an-upsurge. ate better conditions to ‘attract foreign -Let - us ‘study another~examplé of
rt. In mid 1980s, " investors, including the removal of anti-  Zambia, where recently a sharp rise
Tegulations.’ The maize ‘prices,” the “staple: foodzof:the
as  country, led to:several démonstrations
urring - 10" the. made the Governm nt more vulnerable  in the country. T6 understand the pre:

rices'and on

rove the income of the peas-: _desire that the:

gy . ent mess, | am trying to ook into
. .+ economic situation.of the-country since !
. 'the last twenty five'years. Gy et
++In 1965, Zambia’s copper export.ac
counted for 43 per cent of the Gross Doz
mestic :Produ'ctsi (GDP), 61 pe - of
the government revenue and 49 ‘
 of the export earnings. ‘But latter situa
tion changed drastically and in’ 765
copper contributed ‘onl 7141 nt't
the GDP, 3 per cent
enue, but still 90'pe
-earnings. Even'the
in 1979, mining of ¢o)
bbb paw R " mainly to earn more
gﬂsbtrgrtlon;;gnd; i In 1971 afterafall
ustice. Yet.the. . due-to Zammbia's
- literal‘alternative '
DS xRl SR Re R, Yaxid.

+40: self-reliance-Is
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“:from’ --the ast "
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‘> Although, the Fund officials ‘main-
tain that itis'strictly neitral in the mats
Thisiis

‘of ‘African crisis (1984), finds-that'the .
‘main cause of Africa’s problemties in
the ‘market distortions’, bei g generat- . sev
ed by the state policies, ‘whose-ledders - 'appr
serve their own’ short-term'intefests:It " mer
argues that solution lies only if ‘Africén 'var
eaders learn to adopt -allocati ffi-
ent market-oriented policies. “**
' j'I'for the last several years,
campaigned to open Indian’ma
stéin. exporters, technology” n
sstrieiit, whether or fiot they aré
ed in India. The success ‘of this cam
paign was achieved in 1967-68, and I
béen’ accelerated in recent’years. ‘But
“the success was very slow despite long
deépendence; of ‘India “on” concessional - B 8 |
gources of aid: The early 198088&Wase- "‘the,‘,_loﬁh regular deed 8!
f 1mp0rthber§l}sz ‘ing to. reate a si tion where foreign

B o P e e ey
ties” of -measures’ O

Lyiemriens ees xasrbad e e bt R e WP AT

t;on‘."Indiﬁh‘deenin_ier_;’t blamed rise'in ‘i_ni'{ilfst;:in_gnt' andtechnologxcal*collabO-
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‘to ask for more favours from the IMF
1 and an agreement was reached on 250
-million’ dollars in 1978. Zambia was

e e L

s T

: vwhkm\l“‘\ it .iﬁortwv‘-f e Sl
{ 'strain domestic aggregate demand the
' "govemment implemented a wage freeze

1. fog; three years and subsidies to the con-
{ sumer!goodsr were ‘reduced: by 6() per

«cent. But despite all these measures, the
économic situation did not improve and .

| imports’ contiritied - to. rise. : Industrial

DevelopmentAct was’ passed to attract
forelgmmvestors, but it was not very

. succeszul e e Ly

aThe' govemment was further forced

‘forced to agree that it would adopt com-

“to*Keep- domestic ‘demand low, which .

|- means living standard for the employees E

andy poor was supposedto fall. It also as~
sumed that’ pnces of copper in forelgn
'-marke wotuld ! uxmprov«e +The > Fund-

: "emphaswed on‘the restoration of the fi-:

-nancial wviability of the mining compa-
nies.-For this; mining sector was forced
to suspend Speration in certain high-
‘costs mining 'sitss end réduced some of
‘the social services it provided to its em-’

the workers were* sacked (9.5

Ini«agnculture, ithy 'measures were .

| taked’ to ‘develop*food productiori and

- export’ crop cultivation. In an effort to

: . improve . domestic . terms "of “trade for -
i ?’farmers;pnces of thé agricultural prod-

“ucts® 'ere ‘taised-every year-. between
:11984 #nd-1988, besides the new.invest-'.

: quick yleldmg prOJects but the' econom-
; "Sltuatlo detenorated i F B

(NICs) ‘stich ‘as South Korea, Taiwan,
Smgapore and Hong Kong (10). They
ast”Asian’ model ‘of develop-
'ment by emphasizing a consistent poli-
age of ‘geétting the prices right
source allocatxon and for .
of ¥ the " ;balance "of .
eir interpretation ‘about
sia distorts the record. In”
“fact it'was in‘these countries that the
‘state interverition was very much an ac-
tive pohcy ‘in‘the early perlods of thelr
mdustnahzatlon Y -

e Analysxs of South Korea; fof exam-
'strong role of the state in

{ ‘prehensive’ measures to restore-overall
1. balance “of ‘paymeénts equlhbnum To
'achleve‘thxs, :the country ‘was ‘expected”

‘ 'ents%lwhlch ‘were” concentrated on*

‘the’ 'Newiy rIndustrlallzed ‘Counitries "

State mterventxop has also been strxctly
followed - in ”één culture, ‘as the  States
have moblllsed buréaucratic esources
to dn‘ect agncultural production in sup-
port of projects, who were ¢losely linked

" with ;the; creation ;of strategic agro-

industrial lmkages The South Korean

. green, revolunon campz:;lgn to' aclueve '

ployees. In‘order’to.ratiokialize the min- .' i
1. ing" mdustry, a consxderable number of

ment was forced to 1mplemen land re-
form measures ‘in order to’ trengthen
the rural support.w Lo i

in reorgamzmg society for more effec- |
tive “capital accumulation’ throughits |
= bankmg, marketmg and entrepreneurx-
al activities. In South Korea' the state |
has, in effect, ‘created a capltahst-class, 3
which has become strong enough 0'bar- -
‘gam from the governiment (11)

*'The Staté had been directly engaged

e g'é

Economxc Planfing®

e hxgh ‘level 'pohcy

r'the einergence of more:dy-"
‘namic agro-industrial linkages. Theim- -

‘peasant uprisings that: ‘began'in 1930s in

‘Tesponse'to ‘harshitenancy ‘conditions -

_and colonial foodgrain requisitiofi; poli-*
_cles’ ‘which squeezed theKorean:peas-
antry The' land réforms-became more
1mportant toundermine“the landlords
power holds, who collaborated with the

Japanese colonial authorities. Theé land® -

-reform in‘the North'Korea alsg influ-
“enced the people;'who'intensified their-
land reform demands Thus, the govern-

ey e vt b

petus’ for land: teform carsbetraced to

'-,199_1 o
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.17). idea: look- towards the
- major guide fot,eéonomic decision mak:" &l i ) CC : e
1 ing.In 1930s severe economic crisis led - -nology hnd'qapita_l.axidvfzill help tomar- 11

s s 2 -

yation of the new. varieties of rice. ..
“%2- One_of the major ;-industgiali_zétiiin
initiatives,in Park’s regime was- to.es-
_ tablish',a domestic fertiliser. industry.
- Joint ;; venture. agreements . between
- United States and Korean government
were signed to build fertiliser industry-
 The Korean government assum full
" responsibility for marketing the prod-
“\icts. The industry was not economical-

e e e e e S A . ™ e
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| *ness. of :the poor

1y efficient in neo-classical comparative
‘advantage terms.

consumption of fertilisers for the new:
-rice varieties. Many more’ industries
demand increased

- for agriculture
machinery. =7 T

11, the govemmént‘*carﬁed out signifi-

placed on
tares for each farm, worker.
farmers. After the war, Taiwan was sub-
jected to mainland occupation and they

to the new government. Thus, the gov-
ernment was able t0 carry out a massive
transfer of previously vaccumula'oed sur--
plus’ through the imposition of exten-
sive land reforms. . - : -

very low price by the govern-

the landlords were. paid in

bought at.
-ment and

{+-bonds and stocks i manufacturing en-

1) government to transfer currently pro- -
' duced.incqme‘_-from '

~]aunched the operation of:

industrial sector. .

of ﬂie,‘free-markét’
market as. the

lized for the
s The upholders

to fall of the idea of self-adjusting mar:
for the

tion.-18- _
.problems.. of . the economic

ness c_ox_mtries. He also.re-
. ferred in this context the need for land

" refotis; to overcome the institutional

M Budgetary subsidies .
' _;Wefé'ex,tended to support the industry.. .
?-_Chep.p.fertiliser prices encouraged the -

were developed, as the rural households’

Tn Taiwan also, after the World War,  barri
) ] S
cant land forms. It led to selling ofthe .- '
public farm to tenants and a ceiling was
the ownzrship of three: hec- "
: £ ; The state . .
then purchased excess land resale to the '

used military to. destroy all opposition

eterprises. The ‘government later -im-~. -
-] agriculture tax, which allowed the -

.| duced. in: agriculture .sector -
-t | through taxation. The government also
ion of rice-fertiliser.
| ~barter system. This Jedtoa dramatic re-
1 duétion-of political power of big land
| ..owners in the rural areas and also their
{:power to control agriculture surplus, As., |
2 result, a substantial saving was mobi=

+J e : advanced -capitalist.
countries. Kalecki pointed out exclusive- .
‘| reliance,on protectionist industrializa:
.ig - the principal solution to the: s
backward-

"easy

" . their industrial investment and favo

gble

T were

 isrices posed by the agrarian structure
2o MPRANTERE S

... R Prebisch, a:well _known Latin
American economist, made abreak with

. the orthodok theory. and also rejected

the Ricardian. notions of comparative

advantage snd intérnational specializa-
tion. He believed that. those jdeas re-
stricted the. role: of Latin " American
countries 'in the ‘world trade to their
being :-ebemm.
_ modities, & part from causing secular
deterioration in ‘their-terms of trade.
... The - idea: sthdt~~labour:abundant
countriqsvshc'mld‘be able to export com-

Jabour by providing employment as well
as increasing foreign ‘exchange earnings .
. derives strong support from ‘Hecksher- . - )
R -London,;
. 8. Lioyd Timber
‘Earthscan,:
‘ Also see.

s the- A'_'iiltérhat_i'c}nal

-Ohlin.- model -of.
trade, & it
~... Thus/arises a crucial qu
" how. to follow:the neo-class

s

est onas 1o
jcal pattern

of ecbnémiéfde\"_relqpﬁient and exportin- -

" termediate consumer goods, without an

mdustnalrbase" For ythis,-..sdmeiwould i
. to- follow: a:domestic! ;jmport-:
: A ‘Whi e -’

 gubstituting  planning: stratesys 5
-others:mig t-prefer to take ‘the help of
mnltmatlonal ébqiq'ratioxjjs.-Thel former
. strategy involves problems of technolo-
- .gy.-and ~foreign “exchange constraints,
_-while the latter would appear t0 provide

an easy solution t0 acquire foreign tech-
ket +the-. ‘products.; abroad.”. It .ssimply
~'~meanis5-_tb'"futghet.':the_r=_¢ontrol_ of:-ad-
. yanced capitalist c0 es
.World:(13)

'pletely - ignore “the: itp s
which: were “.favourable ;10 - the .. fast
wth of the NICs economice. tber

» _ture, American
(U LXITS, May 1972, i+

;8. M ises, Margit, My Years wit
fo wig:Von Mises,: lington

of only primary com-

untries on the Third

not

very

1976, .

s 1988..~ ._;xv RE SRR
5. Internatiawpel | Monetary -Fu
.. Finance arid Developmen

ington D.C., ‘March 1989.

es; increasing demand of ‘t}xie consu:
+ - goods in the western markets; they:

of primary commodities
" - gelves. However,

. velopment sfrategies for. big countri
like India, China, Brazil and. Mexico.
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