The Affinity Between Ownership Forms and Coordination Mechanisms:

The Common Experience of Reform in Socialist Countries
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UZS g88o® wSolF And ZAE o #ashd "Aus Ut o]zle] niz
e A= T4 AFHS BEE FEL, 23S T AW FASAY FAYY
o mu= 53] 2HASE Bkl (A A F ool = whishA| v geps Ko e gt
dste) ez ARAATS FolsoldA AR FAE T3 as&A wAE 8l
A% F des Azt dFUTh(o]Fo AVNE <ghepolo| A2 HA>S FxEHA L)

TAR AEFY gAY AHFe, AY o o

A A R AT vs N A e
aAA ALE T 2, v

A% Al AHEIFe] e,
AN A8 el 1 BE Aske] frazebulel, Kadar Askel 37be), $ARLH Aste] F,
nEnEE A5 2w AFNRTFIE ANE AN Afsel % BAR o|FPa, =
g $EO HE o= A BARPOr, AH PR oldutt thatt ¥ He I
2 sgatarh. 2y AT Ade 284 S4e A% FAsGT TAGe O 4
A4 Qe AR FHIA LBoha, TG FES AANA AMGA G2 A%
ooadan A Fa% 24, e 8 A48 /7Y 52 et Wt sge
}ofds FgEaE wEslTad

T A TN vs 9 H
A fEsb= AbeFo) o T MEE HREE AR O 7RAS 54 HESE A
ojt}.

g9 7kE AbsFolmyE de 9

uebA AT HH o Ape]o] Aol E A ]
transformation?] WHol Eo] A AT ofya, HAH HAHo v F &

gp o]l 1 W] Lo Fo] e A otk & VE2 thEd Zrh ®gho] At
Fol A8 51E AAs=TR ofd V]Fo® Bid, 1989l Uiy, EE=
sERupof, Fuptotell A o]l AAHITE FE AFERuI|ob= AL
oA AMAA WMo Lulz A GAS Mgy dPoz =

i

A ¢+ WS Transformtion withou Strategy

1 708 ARs|F=9] w7ke] AAbE s B, AA AEe A7|7E 7] Aol de]gle]l AE
o] A Ry 22 ade] FEHJY AS & 4 Al we look at the history of the
socialist reform countries, we find that without exception, reform blueprints or
programs were in circulation before the actual period of the reform. A}3]59] ol A
% A A Az o whE 2k A AFAE Tl B fHd A,
Z19] ofoltjoir) ¥WAIAIZ] 1930dHe E2olgt & 4= AT For the first example of
such a proposal for reform within socialism one can go back as far as Oscar
Lange's famous propsal for market socialism and to the debate to which his idea

gave rise in the 1930's.



2 o] BE Y AtEe FRRE 9Ad Bdo] Hi, 1E F AW 298 A
Aol o= Awe] GFL vHAW, AY AT FrM AA AHE olE F o]
HNATE AT Aol et

3 agel® BPstn, FYAIZAY FH WS FY AN meh BAH A IUE
Qlths de cloleud ol FHet “EwWel: AUHY 242 AUVt i)
otk AEFe] Ao AAFge AFE BAA g A A4 glo] & wWelolA vt
2 =gl olFel Be 4L Avs A% gy

4 A E T F7ke] Ao A= A Bgolets A4S et
bootom A7 kst $A9S wth ol sajgh GpFele A

o 2d o) Al71E mhgel whek dojd Lol

on2

5 1%k QM= NS Bl A Ao R ZskE Aol FAVEE A s Aol =

T2 Fasl. A Ast HAHL FHo ANA Amiu FAA e Axr U=

Aol ofyal ol A1 eke] Af e oxo] Azz WA “ZAAAT W] fF A
B, 18 Ane Al Ade) AfrE dgAow 9] Wi H% o Fast.

6 olg HEHE o] =is o Aok HEA =T AT AAY F el tigh ol d
o] AFE T HFES A=A} =779 ot qEs =kt v ol¢te thE 3
A, A9 R ARSI =T AAA wbdolet EEe @l 23S s5a Atk o]
A& Amare] gelel] whgste] dojk Fo] ofym ofutle ALwatEe] oieelE HHE
wheko g wAlek Zo|ltH like to draw attention to another, not less important

aspect, namely spontaneous developments in the reform countries, developments
that did not occur in response to leadership actions and maybe even contravened

their intentions.

A A BE9o] A3tThe Evolution of Private Sector

1 19540—1956L494 Aol dste] F/47 ol EEo] AZHAS wf e s
A diFE =7 Z1del e EAle tei T wiErd o BAS Bl A gl
=7k 71?3"‘“ ogA o @ AEAHS Fosta ¥ A ol& TUE FostHA R FA
of AAe @A FES AT BE FEoA 7 2FTE2E FAT F AS Aokl o

3 =97} o] Fo X Ylnitially, it was discussed how to give more autonomy and
stronger profit-based incentives to state-owned firms and how to decentralize
economic administration while, at the same time, maintaining state ownership in all
but the most marginal sectors of the economy. 7f87}E0] ol A¢te] FAHAAS 7|
A el weh 252 AA e o WS el A 2 AAE =Yste] JiEs 1
o135} ThAs the reformers came to realize the inadequacy of these proposals, they

envisaged larger and larger scope for market coordination in the economy. ZL# 4}
GEE Q8 F7b &% /190l BRES Aol drke Bl AAsHa AATHet



they still clung to the notion of dominance of state ownership.

2 b WA a7 g e ve dee dAHel Uzt Alde] WA
RE AFF BN, 53 G, BRm, FaelA, AF RR Frez 2@ )
k=)

AAe Vg Fad Anad.

3 AL AAlel A Folit AHA &5 FoAME M 8% A AR FHA D

S E& o]FoJHtFThe most important inroad of private activity in socialist

economies ocurred through private farming. AF4 9l & A2k kst JeE w ot

Private agricultural production took different forms. B2 78 A}3]Fo 7t Es =

“?4 TS A AN=gTH e oAy EXUE @ adiE AfARSEESLAL, fraE ek okt

59} 715}'_87 e bl A AFER] sHA G Ax s AA"E Aol %l EE
o &=

T B8t Mol dtiin some reform socialist countries, the land was

oxl i
e

reprwatlzed de facto as for example under the Chinese "family responsibility
system," in other private farming was never abolished and survived all kinds of
political changes as, for instance, in Yugoslavia and in Poland. §7}8] ¢ 714 AFA
U BE 59 A e A - FAM 949 e FHe w3 A8 dOther
forms of private or semiprivate agricultural activity also evolved, for instance an
increased role of household plots and auxiliary agricultural production in Hungary.
BEE A1 @A AFA o] MHla &, A A 'okellA Edeith LR
g FEH ARolre ANt AxPodME AZIgEC] &5 TA significant legal
private sector emerged in various branches of the service, transport and
construction industries; to a lesser extent private Dbusiness operated in
manufacturing as well.

4 T2 AR AFA ol tiste], vhFdk B HlEA A Sl ol A Gl UERH ol At
P2 S7PEA i, aHA ofvt EXoldAIRE o ®: Etetar S Qlal AH| X,
Hdofj, &, 1A FokolA HZAS] Eo]Zkthn addition to the formal private sector,
various types of informal "moonlighting" appeared; unlicensed, and perhaps illegal,
but nonetheless tolerated activities proliferated in the service, commerce, transport
and construction sectors. N8 A3 AAl= EI Jug “AnR o AALEE,
& 5ol 3 FHo duvkel HY I7E] EwoR A e 22 3le vevt ok
5o F71E F I Y YReform economies also experienced a significant increase in
elaborate do-it—-yourself activities, such as the building of one's own house with the
help of one or two professionals and that of some friends. 7188}, & Eof ALA
o Afdte Al e Folu ortEEs 24 F Ae A9 Fe HeFa dds
E vy sk Aol HolAA ARHRl ALFeRFH Yo = VES] A vE A5
A7t ety A FH QY There appeared different forms of income derived from
private property, for example, from the renting out of private homes in cities or
from privately owned second homes in recreational areas.

5 ME7IZF & B9 vete] 9 BE o & 5ol FHIH, AR, 59 FEdAE, =
7hafr A 71JJr T°r4 Aol Rl A A =7 = &3 HDuring the reform



period property owned by the state or by some other social organization was sold
or leased to individuals in some countries, and in some sectors, such as housing,
services, and agriculture. 18t} A}A BREo ¢ 2 RES J|drtA el il AxzE A
3k Aolglth, 1g]a o] dAe REAo = Sl ALAQ AFo| 71Fsn YUY, o

Al
g2 Y] mEEdel oa) dojd Aol LA A4 VIl BE i 2 af b
2k ekt
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A Aol FAbshE AbgrERT ¥ HEZE FAY BE22 A7) obye), 50l Alw
g ME|=7E 9ol 37137

8 AP ARlel ok S whgel FuZE ehds] Hof 9lA ehe ARSIFe] AAClAM Bt
o™ AAQl el Aot Ak A el WYovhd, Abe AA Fee] %
o AxE " g mEh Aotk 45 JAele wyeta, A 71e] ARl 2,
FHE BBV T s EYglel S we A= ST AR, A8, g d
Ao Adsgleon, AdE 245 TF A e P o8 A5
s oFrt Tt

9 AAQ B4 T2 QaRE, FUEE &5 A diE JAHe ExEE By
= AR AAAY BE AR ERY A ¥ wel WAl Abghsel i e,
AlE ek dde] Al Alagle] AA dojditial stHEE, Fad AR Hxh 5ol
Zhan AZbeAl | AMRER TR ARSlelAE, e oA ALEE T 2E9ATE &

_ﬂ
i
- N
o2
s
g

10 vFI, 017;7}3} vRl=e] s
A BEstar AP AlkE AAlshs WA
ol WESH FAs= AA eI AAHAE
AFERRZE 21 oo]re] olHlE 27| :

11 708 Ap2lF=e] BAAA o] At A GA| Z2go] Ao LTl o] =27
dua ALt F2d  de7 AEFe] fEe g2 s o] %

“FEY 5 QN0 P tEs Melw A F5E 742
E‘E%tﬂ A AL A A 1% WY S A

2 HaFo] AXAATe] So15 A -

-
ﬁ_‘% A *gﬁgi PR

i
o



AEAN GG ART) e Bud AL, A7 @ e wF Ei olulE 1
Ae] 7HEe] wBRS Folahi: Qo] wake], FAL wEL FFHOE 1§t Wug
QoERE YoIF FEe] Fol wet FHHOE Ho] gk otk oYt Wete|A
A3 WG ARFO] Wk oot £TFR] AP A A odgstelE nAH A8 Fe
o oldlgzsh AAE AF AFHE dde] F4 ANZTE WS e IS W
T & vk o sl et gol A Yk ‘AR YA FRFIG ARAE A%
Moz, MAnd, AL OR AYHOoR, HEA WEA titmel o= Pk A
b ae AR FE AR EAS G, AT Eo] ARS FHFT Akl A
ol met YAsHE AL Hgss Aol Hol, A ARsldn & + Qe Pue] 2w
FdsA At

13 o] 28 F4L By ANA, BAE A A GRS AT ARl
SAha% 7190 FUW AR A% 4F TRl 2% & AW 2ex o delrt
AF3 wzF AANA BESA o engn, T do] WeldA JPRES et
ok 9419l oA glol wek 4FHA APY J1gEe] ARS FHska JFer) AT Aol
O aEEE AR 3E QS ARFIE g golg ARel PE A5l

DA He Yuoks A =
A 9= Aotk AAZ, A AaFe] A
A OAE REe 4L oot EAetn Asd BRI Ad BEA FAFod o
z
o

SArd Aol o8] AL AAHAL FHI FEE AT Fito
stz sk ek Aot}

14 AR3lFo] AA Wl st AFE 29 sl Aloks Faete= thgsh WRol
ZA P }There have been different ways of imposing constraints on the private
sector's ability to grow in a socialist economy. HHZ o]E A <ke td HA A3
FHE wW7e gk o E 5ol FHAQ A 71ge]l 18 F e gl Fol A
S FuETE A 71 B ¢ e AR Ze Ags FueEvE ok Aotk

Sometimes, these constraints simply took the form of legal restrictions such as, for

(@

example, an upper bound on the number of people that a legal private enterprise
was allowed to employ, or of a limit on the amount of capital that it was allowed to
invest in private business. Ala AAE AFH7IFY AAAES tEEEd S9HJUAT
Obstacles to growth were also incorporated in the tax system. Fo]% Azt EH
g gzl dia FaEHE AT e d9s EHEE JYoH, ol SHA dEe A
BES EA4 s A% #ols 4 A2 Y The extent of taxation of a particular activity
at a given point in time could vary quite substantially, thus providing the authorities
with an additional tool for keeping the private sector under control. AFZ ¢l #<lx} Ak
e AHY A FAE 5 QE e G £E2S e £ AQom, AdiFEst
Toolge HolAA =W AS E/sa Frkas PR Eolbd AL slokd At
Private craftsmen and private traders could point to the exact levels of taxation up
to which they would be able to uphold the private venture, and beyond which they

would have to abandon it and return to work in the state—owned sector. $4 & o]
T ol XA He 7P AEd Aok vtE afsket Bl digh FE el 3A



of Aol tig 7192 AP, 2 AHFES A 2] ofolFo] o “HEFE
o}’ “FHo g YJAIAXE REUYL FHYPYThe most powerful upper limit on
accumulation was uncertainty and the fear of future nationalization and confiscation.
Memories of past repression were alive, and the individual might well have been
scared that he and his children might one day be stigmatized as "bourgeois" or
"kulak."
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"ol Z tHnstead of raising the overall standards of service of the sellers under state
ownership in the direction of those of a buyer's market, the standards of a new
small private venture sometimes dropped downward to those of sellers in chronic
shortage economy.

17 2= WS AANA, AHH 7IdEL 283 FaESs 271 98 HES Hele #dd
A S-3floF 3Hn all reform economies, private ventures also had to adapt to the use
of bribery in the acquisition of the necessary inputs. 34< EJEL A7) e A
Q3 W ool FUEREH AIYS R3dEdx 3 Q3 tiCheating was needed
not only to acquire inputs, but also to defend the business against the state. AH|o|
Eo] JExd oqfE A 7ol sI7FE w7l Sl A Byl H=S ook
Pt o]olr]E Ao 49wl 9t There are many stories about Soviet cooperatives
and small private businessmen in other countries having to bribe local officials to
be able to obtain a license. AHA F-itol] HolE B MAES 71977 ok et 237}
AtMany individuals joining the private sector were not entrepreneurs, but
adventures. LA wkx] Foi3l 3o A AR HdEo] o] Fojx = A IE ZUTSuch
was the natural selection process under the given conditions.

18 o]8]3t Asko Abz RE A3 A 9o BE =T These circumstances set the



trap for the social position of the private sector. "jdujd o] A3 o] A}A HIE 9]
o5, ©E BA fF nEsts “WAEFo AT HAAAEH A £2HUS

=S A FsFTDaily  experience  supplied arguments for "anti-capitalist”

o 4o
rr o

A] A]

demagoguery and for popular slogans against profiteering, greediness and cheating.
NE AR S =rhe] AR FA Vel AE8SE Ll AT B3] o] $9 w7H2Eal
uj 2 Aok ThA o “Alzut” F)M, =gFol ZAA wL A FRol5s H%
Bt} AL ololElyd Uo|tht is ironic that some politicians and journalists in the
reform and even in the "post—socialist" countries (sometimes even in the "new left"
circles within opposition groups) argue against high prices and profiteering on moral
grounds. Ao vpgHARRS dAstAA sAll viE T A 7IAE SE AAdE 714 9
AGAS AR Aol HdAE HEgls AL QAHA &Yt is not recognized
that it is inconsistent to declare the desirability of a market and at the same time
to refuse the legitimacy of a price generated by the very same market mechanism.
ad FEe AAE U AdstARE AR el VS-S 71k ela o] Aol Hef
of dds w AEFo)R e AAWFo] e T Such propaganda fuels restrictions and
interventions which lead to further deterioration: to capitalism at its worst. =, o<
glo]] 23 AHo|t}We therefore face a vicious cycle.

19 & AF3]F9 AAlE AP Fe] dsA Vs daw v 294 g
ANA AstE TFFL 7 fIA7] Wl ASFele I EFetar d AT AT
2 wol 7] ofHE HAle] A =detglon, ~x27F g4 (archenemy)o] 2t
g A =7 el A Bt ofyel =7 St FEaofrt
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BE A9 £<£The Persistence of Bureaucracy

g, e N Ao A ofolrol= R A AL AAN
ot =, AAel o] s FE Ak AAl oa] Tl dds Aske 71AY AAN
T}As far as the state—owned sector was concerned, the central idea of the original
reform blueprints had been the abolition of the command economy; that is, the
elimination of mandatory output targets and mandatory input quotas. & A}3]F<
=7hs 7hUlA, frargeprlotel rtElnto] He] rhEstE W3k ol thAitolwi
o] & AekS AP A FHTFAmong the reform socialist countries, Yugoslavia and Hungary
were the only countries which more or less consistently implemented these
proposals before the recent wave of accelerated changes.

2 Mgl 1950 ddief 60ddel AA =] AlFAE 237 E, B4 AA AAE L
e QA Hos QTG 9L Aol o AFe T APIAR AN Aol A
7} ATt When the reform process began in the 1950s and 1960s, the initial
expectation was that, once the administrative system had been abolished, there
would be a momentary vacuum which would then be filled by the market
mechanism. & B2 sk, #54 WH@o] SA AN ZE vy Zddd Aot
In other words, bureaucratic commands would be instantaneously replaced by
market signals. o]&gt 7|djel Z# A= 7HES 29 BEI| T 9o AT Ao 9



st 2Aolgt= F 24 7IAY 9@ AR Aot The underlying assumption of this
positions was that of a simple complementarity between the two mechanisms of
coordination, namely bureaucratic and market coordination. L&t} ©]2]3F 1955-561
Mol metatEe] FHAA ol rdie Xl Aoz A EAttHowever, this
expectation, which was shared by the author in 1955-56, has turned out be naive.
PA7|Te] WEo] AMAE Aol F2 AF, S FFI AmA 24| AAA o3 A
g2, Agel osf Azl el ofyzt,
Mol AxrA AA

Slo14 o H3] 29

]

of A A& & gkl et 3ol

A A A, AAE7IGe A A HES 3EdE A2 Al npirhA]
Aot =7k 1o T sl i AP A SAS #5771 AY
7187 AR, oAds] 449 =7 WE I v A aqteh, AbE R, =5
H, 7HAEA S, 871, 4F S 22 A8 2A0 U Ve SdHer =2 A
A dE=rRE FlAM e Ve $AE 7 AT A" 27 FA WAl 7199
Aol 7HSfsklty. @4 "elrM= Warp dojdAwt, o] WA= Wyt dojuA
okt

3 AbY RRe Wal AEsuA, $EUE APHA" EE AARoR JIWH v &
% Mgt oA St Add BEAY £5 A A5F FAY AYHoln A
Ml AHEYL FET Aotk FIANNANY T4 AATS Ao A PEAS
Aol fANAE T olf7 ATk L, BRAL IAL FasHt A4 =
gt 2Re AASEE, TR BaEY A0 Dol st e ceulEd FEoE
F7otn AASAn. 2udEe] AgsER e AW 1 BEE BE/T TR Fi
of Flk el 199097k el AR BRAe] A4S AN Axwne AT +

= AEE FAS s anA] B 25 AedTA feh
4 A self-reproduction of bureaucracy could be observed in the sense that, if it
was eliminated at some place, in one particular form, it reappeared at another place
in some other form. The bureaucracy ruled the socialist economy, both in its
classical and reformed forms. This premanent restoration of bureaucratic control is
to a large extent explained by certain strong incentives of the bureaucrats. 71 % 3}
e =8, #duAlA AAeteE A9et ddd 542 oot AAA FEy, ol
53k Astel &oo 2 ' 570l Aotk ¥ Faod A A mjgolt
ek o714 gEe kg A AR olgrel vl EERith HRA 24N A
O 9gs Ffohe A ©ed] S HARJD Z1A Abolel 7 mE&H
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A A&Ad 7]%381 UMt is based on a natural affinity and cohesion between

certain types of ownership and certain types of coordination mechanisms. “2F3F’ o]z}
3

T FEAE A= AL Ad9HelH, § Ze Ashiale g A FRs] 4EhA
e AzhA s %17&%3} oFgk AFWA L AARJNEF] AR ALAE0] ol AE F
ofsti= FolalA &, A ALl ol Algto]l Al wel WA wrt

5 I awot A zrel Agbao] ofsiths BES 74 ~gwFo wdE ALE S}

2= o] et ek AaEH T Q= E=o|
& ALEFe] AlA ] whghA go wkrfete] =dfal

AN o) REFo] Aole] “A|3e] AL
2 16} A eisioler g, o1

g2 “A39 e”e] ¢FgThe Weakness of Other "Third Forms"

1 A AR & Al9starte, AFSlFe] (28]l HARSF9]) w7bell= A3 Hell gk
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Folm vepbee EohE AxE wHA £ QAT 2 fusduels] 49E, 3
o 4¥E, A4He AWE UA BPh T A BF o ass A" A5 o
Abglel BT WS 27lol 9RYE FEH g dojw tFe] Aveny 4y
HQl AAE QAR 7 F ARSFHAUA, FY Fo| wHoRNE ofwe YVE A&

o] ZA| = 1 tFAlthough at the beginning the initiative from the top had enthusiastic
support among at least a part of population, it was subsequently institutionalized
and forced through without countenancing and deviation from the central party line.
aYEE YEETN w4 AT 2FFHE B T Fasetulelst Fao
A AIA R AR ERAL AR e 2E s ARdely, mte AT E3tsye] At %
A FARGE AgE Aw AR s ARl o5 FHEe AT A3kl #ate] ojwgk A
2o o]lZA 3= AL oYt Therefore, the fact that something resembling
cooperative ownership and labor management was and still is the dominant
ownership form in Yugoslavia or that the rhetoric of Mao's Cultural Revolution
reasserted principles similar to associative coordination does not allow us to reach
any conclusions concerning the true strength of these forms.
7 13{1_::_; EH/‘]OH 0_11\1 xﬂ/\]g 7]?;& 79&0}01 ?SE 63— iozﬂgﬁg} 0:161—7(4 zx%o] ;q.
AR og zAHoR NEHHoA AHHASFA=XE AHHALet us apply instead the
criterion proposed previously and look at whether cooprerative ownership and
associative coordination grow spontaneously and naturally during the reform
process. G o® A Fexote] Ayy, A x4, a2 vE FHe dF
A Aol o5 7t FAEA &3kr] Wit o] diE2 9v7t A This question is
meaningful, because establishment of genuine voluntary cooperatives, voluntary
adjustments, and other forms of associative coordination are not prohibited in these
countries. B HSHA AFAQl AAgFol HHA AR FexFES A O dAdieA
FE A tSmall cooperatives are far better tolerated than more outright private
economic activities. 712 oJEFFol o} HFPA Q] 3= EE o= AAAAY WA
2l Zo]tbAnd altruism and non—-commercialized reciprocity are of course legal in any
system. 1Y 8= A3 (@5, =54 A5, 28 A3 2A)o] I
24 ST A7 = SR Zol= W AATE AAR o] Foll EETRket AR
S A &S ##EI 4 Qltthowever, we can observe that, while third forms
(cooperatives, labor management and associative coordination) existed even at the
peak of bureaucratic centralization, these forms did not experience a spectacular
grow after the command system had been abolished. 4 53tE =747 o]99 &
Fei7F s HAS W AP Afre wEA 2 A6kS st ttWhen forms other than
centralized state—-ownership were permitted, private ownership gained ground
rapidly. 242¢ #8584 S8 AAE dANH R AFTHHE e WA, o A&
B A B84 Al oA F2 AR, uHAs A 24 714 o8 A9
ZTFWhile the elimination of direct bureaucratic control left a momentary vacuum,
this vacuum was filled mainly by indirect bureaucratic control, as well as by some
form of market coordination. %% A2F, =% 53y, a8 A4 2AHL 7]

Ao} HF2el A&duts S WoltlCooperative ownership, labor management and
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associative coordination played auxiliary role at most.
8 Ak3] =2 FEjo] gy} oFgte] #st -2l =oE Qo HAL I7F Ao AFA &
= 59 Asih vhdel okt A3 4 FHE AUdeR ujg 4259 SRS
Zral QL& Wolth wpRHA R, #E A AN A 24 F o FHHEA 482 A
s A % G olAMvt AEeth kAo BRA 24, a1
of Al x4 Alolo= Aol Utk AFFES A VA thE A
okstm, 1 7 ZFgk AdAol o3 Aluts| Al F .

= A
sto] WA, A3e] FEjo] ofghel]l wEk wEo] &S Al7]d ¥EE
o o«

4 Aotk = ol 43

HEAIL A dik4 ]l AEE Advs As #ET ¢ dSAE BEH. JAe A5
w7bsett. 2y dEA R RidE = A7 AvEA e g, b AaFEst
2A71A, 2gal s Abolo] Aol ofgtat Fhghel #E o] AR #EL FE
oF & Aot}

10 vt ARS] A} A AQlse] A3e] dejo] G 9gde FHs= AL FE9
ojsi &t sttt o3 =HE2 FT mAIF AR, A3 FEH ofHY dEdE TA
g w7 AL Ader AAshA] 13 dol d Aol

THZAQ 9o thdledAbout Normative Implication

1 A3e AFdEy =387 #3k ojugt Aq- AAY A& AEs gAsid = A
3| FA] = HE3INo search for third forms of ownership and coordination mechanism
allows one to evade the real tough choices. 5 A3 A2FFHEl-I712F9 AFE A4
=7} o' A FoAES AT AQVME A2 AASoF ghtfWe really have to
decide what the relative importance of the two robust forms of ownership-state
versus private—should be. ©]9} UHs A A&AE AL vtz F 71X AAG 24 7]A,
= #8254 247 A 2A Ale]e] ABoltClosely related to this will be the choice
concerning the relative shares of the two robust coordination mechanisms, that is,
bureaucratic versus market coordination.

2 #uH Aol BY IUkAST FEHG, A Aol BY A Af FEHY st S
HiERA 9l FE) 7kl b BRinks &ebol k= AdEe] vk AW e AL ofY
t}We are not faced with an '"either-or" type binary choice between mutually
exclusive forms; either state ownership cum bureaucratic coordination, or private
ownership cum market coordination. 12Tl 3} ts, o] =4l AAE ofe|t]o]=
ey e A2L 393 t}The ideas presented in the paper, however, entail the
following:

3 AA, 7o AMA AfrE 59 AR WA 4 WEE 4 AUFirst, state and
private ownership can coexist within the same society. L&Y} 708 A}3]F9o] =719
BAA, AR A, olHlE 27 SAdAME o2 B qUles =Edule 44 ¥ A
o]t}Yet in the political, social and ideological environment of reform socialist

countries this 1s an uneasy symbiosis, loaded with many grave dysfunctional
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features.

4 =4, 3 A3 el A H7kARS A AfE oW wlEE & ATk e AA, 1
il #A5A 24N A Aol HHE AAS 5 O dEd st AAgREY @
=7 7}x] Ao ¢)&3}Second, the decision concerning the actual shares of state
and private ownership, and the associated decision concerning the combination of
bureaucratic and market coordination are both dependent on the ultimate wvalue
judgements of those participating in the choice. ¥ =% 83 7}x] ko] tfaf A
o dEekA fsken, 1 A8 ofefol Ze Sl AAA &4 el deiHE =5kA
&3kt The present paper does not comment on these value judgements, nor on the
political and ethical criteria underlying the choice. ¥ =%& AFdu 9 =AH7|A 7t
o] 7he gt thgdk AshdA e At ofgtel tigk F5el 727 214 dS5S AT
It offers some conditional predictions based on the conjectures about the strength
and weakness of various possible linkages between ownership and coordination
mechanisms. GA}E oA 347 AR 79S zkx] dela A s cHistory warns
us not to have illusions and false expectations. =7} &0 © & HZES FAYUE 4
e e H¥, o B2 #84 A4S A ow Fukets “97]A] AYTE 3 Aotk
Once one arrives at a large share for state ownership, one gets a "package deal"
that inevitably contains a large dose of bureaucratic coordination. tF& =W HAik:
oAl Q3 ttAnother warning is also needed: Al FA 9 H|=o] ] AA7IE HAHO
= 3o, wkE 2 AR ko] AbA Afrok JiQle] AAlEse] HlTo]l T AAE= A
S "ol 5 o] AMlo|thf one really wants a larger share for market coordination, one
must ipso facto accept a larger share for private ownership and for individual
activities. &™E 24 7]A(dE 9 A AT AF A &)Y AEE A
A& Hkx] g E 94 2LETIBut a desired coordination mechanisms (say market)
does not come about without a significant backing of the appropriate ownership
form (private ownership). PF7FA &2, 4295 &2F FE(33 290 19 d338 A
(A8 4H 24)E 7 HIA Fude 85=EH 4 glttlikewise, one cannot get the
desired ownership form (say public) without getting its associated form of
coordination (bureaucratic coordination). LA o] H}Z 7l&e] dAAA A Fo|t}Such has
been the Realpolitik of reforms.

5 AR7IAE kel MR RE &Teke, Y AR S FTbellA Sk AAl wd S
Aels Y £20ES AR oSE HALAY, oAFge JHE e A3

ol oA st 71zkEl Al3e Al gk, &xletar AAE IES EYdoThe
usual slogans dominating the published economic literature in the reform countries
demanding state-ownership cum market entailed a misunderstanding or engendered
naive, false hopes for a third way that are clearly disproved by the bitter track
record of experimentation with half-reforms. ZZEH W, o]E IF7IEL H|ZoA HojL}
= ARAQ Aol aF~EE 4dE gholofyt di=7}But then, must these countries
tread the painful path of gradual disenchantment? 7|8 AL FH=A A Z3s =717}
NS WA AL dese] A2 4325 wets S 7dste A e 4

=
el del7Ht is really hopeless to expect that the latecomers to the reform
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process might learn from the disappointments of the pioneers in reform?

6 AA, Aol 0 B 4aL RoldrlE WMo Usks AFES SAFA FHA
AR AAEE, AYT B A%, B A%, AAA G A, a3 A A
] ®o] ®A& ok 3T} Third, those who sincerely want a larger role for the market,
must allow more room for fully legal private activities, for free entry and for exit,
for competition, for individual entrepreneurship, and for private property. The
author is strongly in favor of this course of cation. AP ¥-&9] #tjz3t &-4vwto] A
A A Akl 3 AQ 21, G840 A Aot wUkAS 7Y Bk Y o
& =79 e =AS HEF AoltfOnly a radical extension of the private sector
creates favorable conditions for marketization of the whole economy, including more
effective market signals and more powerful profit incentives for state-owned firms.
O g R F, S5 AMH Fo] e, AAA AAWwSA M Fag HEo
Movement in that direction, namely in the direction of the extension of the private

sector, is the most important yardstick of economic transformation.



