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I. Needs and the structure of socioeconomic goals

There exists a cause and effect relationship between the twmefsthe means of
production and the goal of productiblunder socialism, this goal is determined by the social
ownership of the means of production, which is its typical featurer Taal socialization
takes place when they fully and exclusively serve to optimatigfgahe needs of society.
Only in this case is the overall social rationality is endumething that cannot be
guaranteed in other situations. From the theoretical point of viewadhievement of that
rationality makes it possible for the natural goal of productiorafeyn of use value) to
coincide with its social goal (satisfaction of social needs).

The overall goal of socioeconomic development is the optimal actiwhi of current
and future material and cultural needs of the whole society and its members onstloé thas
planned creation of means and their rational utilization. The needs bhwagither
complementary or competitive. The competitiveness of needs osniterse of them which -
under given circumstances - can be converted into socioeconomsg ggadcially those that
are formulated as goals of the multi-year and long-term plarsstHis group of future needs
that become competitive, because they can realistically bsfaraned into concrete goals.
This leads to the thesis that needs compete among themsdbee®ioe goals. It is necessary
to make an economic choice in this situation. The first conditiothéocorrect determination
of real social preferences by the central planners is, therefoknow various types of needs,
and this requires the use of proper mechanisms for their artiouldti is possible in a
situation where there exist institutionally organized, independent sofgepional groups
and a proper system of social communication (within society and &etaeciety and the
political and economic central authority). Only on this basis possible to formulate the
structure of socioeconomic goals.

The transformation of social needs into the goals of socioecononmetogewent takes
place - with the use of market mechanism - through a poliéindl economic “arbitrage”
effected by the state and its various institutions that agaten for this purpose. This is
necessary because social preferences are not the same @mefdéiences of the central
planners. On the one hand, the planners should attempt to discover and to qedidhed
needs in a priority order and to formulate, in this way, thes@ahl preferences. It requires -
beside the utilization of market signals - also the use oftaadef social evaluation which
could serve as the basis for the correct formulation of sociait@#rOn the other hand, the
central planners should also influence social awareness of thmossibilities of the national
economy.
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Insufficiently skillful and, therefore, ineffective activity either of these two areas can
create disharmony (and it is easy to make mistakes inrdbpect) between the perceived
needs and the material and organizational possibilities of thesfaséibn. Social frustration
is created in this situation, and it can lead to the paradoXosex degree of satisfaction of
needs at a higher standard of living. It takes place when the gemdsmore rapidly than
they are satisfied, even when the latter process incre@asdssolute terms over time. This
paradox can negate the sociopolitical effect of achieving a highkiet of consumption. It
demonstrates that in the strategy of socioeconomic developmenthasathe optimal
satisfaction of needs as its objective, it is necessary toitékeconsideration not only the
satisfaction of needs, but also their creation.

Therefore, it is possible to conclude that under the conditions alisbgroduction, it
is impossible to determine the correct economic macroproportions, &techecessary for
balanced and relatively stable socioeconomic development, without théekigewof social
needs, their structure and priorities. These macroproportions should usteddjo the
structure of socioeconomic goals that are formulated in advahteréquires improvements
in the functioning of the national economy, including above all long-teamnptg, from the
point of view of the optimalization of the final distribution of national income.

I1. Thecreation of economic macroproportions

The term economic macroproportions covers those mutual relationshipsehebasic
macroeconomic variables that determine the nature of the pramfesmacro-social
reproduction. They include such basic variables as national incomemuaetion,
investments, and consumption. The following relationships here are especiallyaimtport

Accumulation - consumption; productive investmenigvestments in the non-material sphere;
consumption by households from personal incomékera@onsumption from the national income.

A critical theoretical analysis of the concept of the resmtubf contradictions that
appear in the short-run between accumulation and consumption (in the ufgng-r
contradictions here are dialectically eliminated, because bothblesiserve the stimulation
of socioeconomic development and the satisfaction of needs) letudstteesis that the final
division of national income is a political problem that concerns a choice beta@nflicting
economic interests. It cannot, therefore, be a subject oéxtlamte optimalization process
presented in formal mathematical-econometric models, althoudhtteehave some limited
practical usefulness in this field. It is necessary torcegansumption not only as one of the
goals of development, but also as its essential stimulant. Wotee circumstances, it is
possible to achieve with a lower accumulation rate not only a tighel of satisfaction of
needs, but also a higher rate of growth of the development procebe. fiormulation and
implementation of the strategy of socioeconomic development, consungbtaarid not,
therefore, be treated as some sort of a residual that ilefisposal after a part of national
income has been allocated for the financing of future economic growth.

The problems that arise in connection with the discussion of the ttletasic
economic macroproportions, namely, the relationship between productivemewesand
outlays for the development of the non-material sphere (althoughatheanal division into
these two aggregates is questionable) and the relationship betweesamption by
households financed from personal incomes and other consumption from niattonad, as
well as their importance for socioeconomic development and for tiséastion of needs, are
to a certain degree similar to the dilemma between acctionuland consumption. With all



these macroproportions, there appears a dichotomy in the allocatidififéoent alternatives
in the short-run. For this reason, the resolution of the contradictiontoHaes based on a
similar, although not identical, procedure.

It must depend on the subordination of economic macroproportions to thieiretrot
social needs. In forming basic economic macroproportions, it is Regdesbe aware of the
dialectical relationship among their components. The dialecticaingtion of contradictions
between accumulation and consumption (or consumption in the long-run and consumption i
the short-run), between productive investments and outlays on the norehskere, and
between consumption by households from personal incomes and other consunoption f
national income, determines the structure of the final division ebrredtincome, making
possible expanded macroeconomic production, which has the following charasteristic

First, it should be a balanced growth, because dynamic economic egjilibr
especially money equilibrium in the market for consumption goods,tisnip a necessary
condition for high economic efficiency, but it is also a public gwoiself. This formulation
does not overestimate the role of equilibrium. Under certain ciramoess, an excessively
high rate of growth can destroy equilibrium, and under some circnoestat may only be
possible to achieve equilibrium at a relatively low rate of grofwthonly a purely nominal
balance can be achieved without full utilization of social produataacities). The main
task is, therefore, to avoid through incorrect proportions, especrallhe relationship
accumulation - consumption, the creation of disharmony betweentéhefrgrowth and the
degree of stability of the national economy. The extent of thizatisony determines the
appearance of various tendencies in the sphere of socioeconomaneifjand this is a key
problem from the point of view of the satisfaction of social needs.

Second, the rate of growth of consumption - both that by households finfooe
personal incomes as well as other consumption from national incoshesild be a socially
accepted standard and should stimulate an increase in labor proguto/itmprovements in
efficiency.

Third, the rate of growth of consumption (as well as the rateafty of wages and
other real incomes) should be relatively stabilized.

Fourth, the burden of deductions from national income for accumulationgomarstntee
the expansion of the material and technical base for the satiefad social needs in the
future.

Fifth, the allocation of investment outlays should secure the development oftdreama
and technical base for the sphere of non-material services withcure that is adjusted to
the structure of needs formulated as actual social preferences.

Sixth, the size and directions of investment outlays available taatienal economy
and society must be correlated with the necessity to creatplaeas of work for those who
enter the productive age. It is possible to maintain that thisgarold implicitly included in
the requirement of balanced growth. However, this is a problemcbf gneat importance in
the socialist economy that it is useful to mention it sepgralbe optimal macroproportions
of economic growth can, therefore, be determined only as a restdingfromise between
various conflicting socioeconomic interests. These contradictionsaappea number of
fields. Among the most important are the conflicts implied in mgld choice between the
interests of current needs and those of the future, social versnen@c needs, needs of



various classes, segments of the population, and socioprofessional, ggoagascers and
consumers, and divergent regional needs.

This unavoidable political compromise requires, on the one hand, som®uaeby the
center at the time when economic macroproportions are being planrezthal these
decisions can be correct depends, among other things, on the ptbgtdsss been achieved
with social participation in the process of planning socioeconomic gewelat. A system of
consultations and negotiations must be introduced in practice and musibfeet to
systematic improvements.

On the other hand, decisions concerning the structure of the finalodivaof national
income create important consequences not only in the economic fieldsdowtithin a wide
spectrum of social and political relations. For this reason itersessary to continuously
improve the structure of the society. Without real social controkiwisi an inherent attribute
of social ownership, decisions concerning economic macroproportions canacturate.
Mistakes will likely be made and will have to be correaegost, sometimes in a great rush,
and high additional costs and losses will result in a relatively level of socioeconomic
efficiency and a reduced ability to satisfy social needs.

[11. Macroproportions of economic growth, 1950-1980.
Accumulation and consumption

In analyzing retrospectively the main economic macroproportionsandng periods
of time, namely, the years 1950-70 and the decade of the 1970s, aigndualitative
differences are already visible both within these two pericdsvell as between them.
Especially noticeable are far-reaching changes that tock plaring the last decade. During
that period changes in the structure of the final division of nationaime - and also in other
main economic macroproportions - were considerably greater théme iearlier years, and
they were also larger than in any other socialist country. Aplitude of this size in the
fluctuations of basic macroeconomic variables was caused bytksséve use of external
sources for financing the development of the national economy, asasvetistakes in the
utilization of these funds. There was the overall overinvestment cddbeomy as a whole
while, at the same time, some of its sectors (especialigudtgre and a widely defined social
infrastructure) were underinvested.

As the result of higher rates of growth of allocated nationabnmec than those of
produced national income during the first half of the 1970s, there wamgn#icant
acceleration in the growth of consumption together with a rapicease in the rate of
investment. This did not eliminate the contradiction between accuonkatid consumption.
The contradiction was merely pushed in time to the future and beeaemegreater. This
postponement in time was possible because of the growing foreignaddebs, the level of
which exceeded the maximum point that was safe from the economic point of view.

For this reason (as well as because of the disappearance of some positived tinknc
had been present in the national as well as the world economg begmning of the last
decade) rates of economic growth were decelerating beginnihgl@75-76. The relations
between accumulation, investment, and consumption were reversed inmatsiga way in
comparison with those during the earlier period.

The main difference between the macroproportions of economic growth dbheng
1970s and the situation that had existed in this respect in the pari@ds was the expansion



of all macroeconomic variables, i.e., national income, accumulationstmeat, and
consumption, which was followed by a deceleration in the second heldé df970s (and an
absolute decline in national income and in its components in thgekast of the decade). The
deceleration was a consequence of the excessively rapid atioelefaeconomic growth in
the years 1971-75. At that time both accumulation and consumption weragtowirapidly
in comparison with the real possibilities of the economy. The maiblgm was the
instability in the pace of growth of these variables and thie ddidbalance between them.
Many adverse economic, social, and political consequences appaaréte result of
unbalanced growth, and the pace of growth considerably declined in ltheitigl years. At
the same time, there was a clear deterioration in the indicators of praguctivi

There developed a change in the attitude toward consumption during the 4978s
dual role acquired a better understanding than in the past. Howlegechange (although it
had many positive aspects that ought to be recognized) did not hedpieve the expected
socioeconomic results. The economy was unable to support simultanealiscapases in
incomes (and, therefore, corresponding increases in consumption finfooedthese
incomes, if changes in the propensity to save are ignored) and iewstfar such a long
time, even with large-scale borrowing from external sourcekewélopment. In this situation
the wage and incomes policy of the state also became spontanetasl 1o lead to
disequilibrium and strong inflationary pressures at a scale unknowrehbefPoland or in any
other centrally planned economy. Many undesirable developments andspsaesse in the
field of distribution and consumption, such as, for example, conspicuous cormumptihe
part of some population groups, unjustified economic inequality in the staoéldiving,
strengthened desire for quick enrichment, widespread corruptionegotiam, an increase in
the incidence of economic crimes, snobbism, and the imitation of consanymiterns
foreign to socialism.

It is therefore possible to conclude that the pattern of macroeconepricduction
during the 1970s created a number of negative consequences in the fiattfging social
needs and that the source of these tendencies was the lack of papemic
macroproportions. These incorrect macroproportions caused a deepesisxqidhe national
economy, the impact of which became very strongly felt in the following years

V. Thecyclical nature of economic growth

Against the background of the overall upward trend of economic growth dimeng t
years 1950-83 in Poland and in other socialist countries, it is possitdlenulate an opinion
about the regular nature of periodic changes in the pace of growthaawikdism. Periods of
higher growth rates of the main macroeconomic variables are falltwyegoeriods of lower
growth rates, and the amplitude of these fluctuations is théegtea the case of investments.
In respect of all the main macroeconomic variables, oscillatomsnd a positive long-run
trend are the widest in the case of Poland, the smallest inaiee af the GDR [German
Democratic Republic].

This observation leads to a question concerning the causes and the smeobfatiie
process. A more careful analysis suggests that it is an endogeesohamsm, i.e., that the
objective factors (although subjective factors also play a veppriant role here) that are
responsible for the subsequent deceleration of growth appear alreadly the phase of
accelerated growth and vice versa.



The endogenous mechanism of periodic fluctuations in the ratepdmic growth is
created by a complex of economic, social, and political fagtbish are present in both the
concrete sphere and that of national economic management. Among lileemaltility to
solve correctly the contradiction between accumulation and consumptys pl very
important role. In addition, important are also such factors asxXisécrece of a general
investment cycle connected with the indivisibility of outlays amel delay of effects, the
system of management and multiyear planning, and a whole compleshbtéms connected
with the participation of the economy in the international division loblaThe endogenous
mechanism of periodic fluctuations in the pace of economic growtbsigonsible for the
cyclical nature of the process of reproduction.

The cycles of economic growth under socialism have distinct phases. Paytidutarg
the two-phase cycles of the 1950s and 1960s, the first phase istehaedc by an
acceleration of growth of accumulation and investment outlays, $h# being an increase of
their share in national income. The second phase has the opposite iEs1dsmtsumption
now grows more rapidly and its share in national income incre@eete significant changes
in the structure of the final division of national income into accunwand consumption
therefore takes place over the duration of a cycle. Thes@ebaifect the extent to which
social needs can be satisfied and how this process is distributet. They also determine,
to a great extent, the process of reproduction in the future andjadigpele possibility of
achieving balanced and steady growth. A number of conflictsraated that are not only of
an economic nature.

There is a well-known hypothesis which holds that there existiafively high degree
of synchronization of growth cycles at the international levétiwithe entire bloc of socialist
economies. This synchronization did take place to a certain extetheiyears 1950-70.
However, in the subsequent period it is difficult to observe the id@nce of cycles in
various socialist countries. There can be two reasons for this tendengythEiystow operate
as autonomous cycles created within individual countries of the bloan&eibe integration
links among these countries are still relatively weak.

It is a characteristic feature of the close of the 1@f@kthe beginning of the 1980s that
the rates of economic growth declined both for the whole CMEA bloc ants fordividual
member countries. This is above all the result of a gradual eidraosthe extensive factors
of growth and an increasing inability to maintain economic equilibridiaking into
consideration the operation of the mechanism of cyclical growthd-aso some other
determinants of development, including the deepening of the mutual deperafetice
socialist economies and their links with the world economy - weg eMpect some
coincidence of cycles again during the new phase of acceleragsdofaeconomic growth
within CMEA during the remainder of the 1980s.

Based on the observation of the last two decades, it is possiblenioldte a hypothesis
of the “long cycle”, which is particularly important in Poland. Theng cycle” is different
from earlier traditional cycles. At the second stage of ther|Jadome adjustment mechanism
would appear in the national economy that made the repetition oédluersce of processes
simliar to those of the preceding cycle. However, the qualitatiamges that are taking place
during the first stage of the more recent, modified cycle, and ahlb\the extent and the
depth of these changes, lead to the appearance of additional phases of the cycle.

The “long cycle” in Poland is composed now of four phases. Theofirdtem covers
the period 1971 -75 and can be described as a phase of acceleratbd Tneveecond phase,



or the years 1976-78, is a phase of a decelerated growth. The third J#1&882) is a phase
of economic decline (the phase of economic crisis), and finallyfateh phase, which
appears to begin in 1983, is a phase of balancing the economy.

The growth cycle in a socialist economy creates a problenhéosatisfaction of social
needs. A balance sheet of advantages and disadvantages of témnis phimacroeconomic
reproduction indicates that it is possible to assess it favorabb/ negative consequences of
this process appear in all fields - economic, social, and poliEcahomic disproportions are
created periodically and reduce socioeconomic efficiency andltiigy of the national
economy to satisfy social needs. It is, therefore, necessary to take smménacispect to the
functioning of the national economy, as well as state economicypoliorder to eliminate
the causes of these cyclical movements and to reduce theirveegffticts. A more detailed
analysis of the process of reproduction of this nature indicatethéhayclical movements are
caused by an excesssively accelerated growth and an inabiligsolve the contradictions
between accumulation and consumption. The primary cause of the cyel@scarrectly
determined economic macropro-portions. Hence, the possibility ofnaliimg this negative
process in the future depends on the optimalization of these proportions #mel retated
problem of limiting the extent of the general investment cycle, which should not bedaltow
become excessively long.

V. Macroproportions during the 1980s

Analyzing the macroproportions of economic growth in Poland during the 1@60s
us to distinguish at least two separate periods. The first of toeers the years of economic
crisis. The main problem here is separating the effectsdafchne in production and of an
absolute decline in the level of national income on the one hand, and thtse foial
distribution of national income on the other.

The share of accumulation in national income can act as a "buffeitig a deep
decline in the standard of living. The possibility of using thishmet which is very costly
and harmful for the long-run prospects of growth, in order to mitiglage decline in
consumption was completely exhausted during the crisis. A drdsaute decline in the
level of consumption and in the potential for satisfying social ndldsefore became
unavoidable.

The contradictions between the consumed and the accumulated partsralnatome
become particularly sharp during an economic crisis. It is mdfieulti to allocate the
adverse effects of reduced labor productivity between an absetlitetion in the standard of
living and a further limitation of investment than to make the itigion decisions in the
process of expanded reproduction. Because of very strong socialrpressiefense of the
previously attained level of consumption, and despite the realitidee afrisis situation (the
“ratchet effect”), the structure of the final distribution aicome and other basic
macroproportions were not optimalized during the crisis. With a wevard the immediate
economic consequences, the impact on the process of macroeconomic teprodad on
the ability to satisfy long-term social needs, other variantes@Economic macroproportions
and changes in the level of consumption were possible. In particolasjderably less
harmful would have been the variant involving a more gradual distributidmeafrtpact of
reduced consumption over time, or a closer correlation of this dedlinehe rate of decline
of the distributed national income. The hypothesis that it would have lesermarmful to
distribute the necessary decline in the absolute volume of consurdgtemently appears to



be correct, at least from the theoretical point of view; in racit was to a considerable
extent an uncontrolled and spontaneous mechanism of changes in macrapreploat had
the dominant role. A more gradual distribution of the decline in consomptould have
induced smaller inflationary pressures and a relatively smatigress in the level of
satisfying social needs.

Historical experience, and the theoretical generalizations baseti tead to the
conclusion that it is necessary to effect changes in the maeragemd planning of the
national economy. The introduction of the planning of entire complexesobfepns and
goals is at present an absolute necessity, and not simply onestdfl@@dternatives. This is
the result of the increasingly complementary nature of vagoasesses in socioeconomic
development and the growing degree of complexity of the process afo@eanomic
reproduction. In Poland's situation, where there are many conflsicigl needs that should
be satisfied and limited resources at the disposal of the natiomabmy, the reorientation of
planning along these lines is especially important. In analyaitgref prospects for the
economic macroproportions during the remainder of the 1980s, it is impdotadtaw
attention to, among other things, the fact that the very sharalesadly visible contradictions
in the structure of the final distribution of national income willatoertain extent, be shifted
from the macroeconomic level to the level of increasingly autononegosomic units,
especially state enterprises. It is still difficult, howeverpredict whether this transformation
will help to reduce the scale of conflicts or, on the contrary, will further iserga

The discussion of macroproportions during the 1980s based on a quantitatigesasfaly
the indices that have been presented in the “Variants of thendbSocioeconomic Plan up
to 1985 and Preliminary Assumptions for the Years 1986-1990” helps to ath@aguestion
of whether the planned macroproportions make the realization of soemai goals
targeted for 1990 possible or not. It appears that the structure ofgibasecorrespond, on
the whole, to real social preferences, although in the determinatitveiofelative priorities
many mistakes have been made, such as, for example, wrongly fednaltgrnatives and
problematic assumptions as to the actual rates of developmentilihbe ywossible in the
future. Already, the first year of the implementation of tinee€-Year Plan indicates that the
planned objectives are not being consistently implemented. Firltt thfeme was once again a
malformation of economic macroproportions in the direction of a grehtee of investment
than the one that was planned for that year. Together with theanfig¢nerating structure of
investment outlays, it may prevent the achievement of socialcmbmic goals to the extent
that was foreseen in the plan for 1983-85 and in the preliminary asensfar the second
half of the 1980s. The weaknesses in this respect, and the migtakémve been made in
this field, result primarily from an insufficient reorientatioowrd the planning of entire
complexes of problems and goals.

The entire socioeconomic and political situation and a specific catidn of internal
and external determinants of the process of macro-social repoodurcthe future require the
adoption of planning with a moving base year as a necessary condition for improirethent
effectiveness of planning. The use of this method in multiyear plgnsineeded not only
because of a very high degree of uncertainty and its wide thagenoves over time from
one sector of the national economy to another, but also for a number ofredlsens,
including the necessity to reduce cyclical fluctuations in the psooeeconomic growth and
to increase the scope of social control over the formulation of théogevent plan and its
subsequent implementation.



In adopting planning with a moving base year, we would always be faitbdan
equally long multi-year period ahead of us during the implementatitimegblan, instead of
the perspective of a gradually shortening period as is theat@sesent. Modifications in the
plan when shifts in the area of uncertainty occur - and this eocatessary already at the
beginning of the second year of the current National Socioecon@laic - would not be
enforced under the pressure of current situation, but would be the oésaitnscious
improvements in the plan. These would include the introduction of moreléexnd realistic
planning and the formulation of macroproportions of the final distributiorabbnal income
in the way that best adjusted to the implementation of the sdlscicial goals, which can
themselves be modified every year within the process of planningntire complexes of
problems and goals with a moving base year.

V1. Conclusion

Formulating the strategy of socioeconomic development that wouldjbsted to the
implementation of the main purpose of economic activity under soniaguires a correct
determination of the priority structure of social goals. In ordeadhieve this objective, it is
necessary not only to use market signals, but also to widelgeutihe method of social
evaluation for the formulation of social preferences.

The analysis of social needs and goals belongs not only thébeytof planning and
economic policy, but it is also a subject of political economy and @euwnf other specific
disciplines. The correct formulation of the problem of alternatiem@mic choices requires a
wide, interdisciplinary approach. However, this is only a preconditiothéoentire process of
the formulation of economic macroproportions from the point of view of #tgustment to a
given structure of socioeconomic goals.

Lessons from the economic development of Poland and other socialistieoghtw
that the methods used in the past to deal with contradictions invelvii iformulation of
basic economic macro-proportions were unsatisfactory. As a rédwds not been possible to
achieve progress in the sphere of economic productivity and to rathyento the stage of
intensive economic development, which is a necessary condition foesoo@mmic progress
in the future.

The retrospective analysis of the processes of macroeconomicuepon in Poland
and in some other centrally planned economies demonstrates thatliffiqult to expect
further progress with the centralized command-allocative m®ystd planning and
management of the national economy. Some far-reaching systhiannges are therefore
necessary. This postulate applies especially to central ptaasian important element of the
functioning of the national economy.

Formulation of the strategy of socioeconomic development and teerdeation of
concrete social and economic tasks of the multiyear developmast mplast be based on the
planning of entire complexes of problems and goals. The essertds pfanning involves a
change in the approach to economic processes, particulattpraes in the way planners
think. The present practice, dominated as it is by the approachtiie side of means, should
be replaced by thinking more in terms of socioeconomic goalsateato be implemented
during a given plan period. It is not enough any more to accept lomlgxamination of the
development potential of various sectors of the economy as a stading for the
formulation of the plan.



All these considerations lead to one final conclusion. In orderdeenthe national
economy as much as possible along the path of harmonious growth, i.e., dbadauce
relatively steady growth (relatively, because it could newwercbmpletely steady), it is
necessary to effect, at the same time, a strategiaicaging of the national economy, an
economic reform that would generate economic productivity and a charige method of
multiyear planning. This in turn would lead to the planning of thereerdomplexes of
problems and goals on the basis of a moving base year.

Note

1. This text summarizes a study made in the hestifEconomic Development of the Central Schoéllafining and Statistics
(SGPIS), Paper No. PR 1Il. 10, on "The Goals argrenants of the Socioeconomic Development ofrfélala the Long-
Term," for publication by the SGPIS Press.



