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Bedriften som et styrt system

Sosialgkonomisk Samfunns tradisjonelle hestkonferanse holdes i
ar 4. og 5. november. Motto for konferansen er denne gang «Bedrif-
ten som et styrt systems.

Noen vil kanskje stusse over at Sosialgkonomisk Samfunn ved
arets konferanse tar opp noe som kan synes & vaere et typisk be-
driftsskonomisk tema. Man kan stille spsrsméalet om det er riktig
av Samfunnet & engasjere seg innenfor denne type av problemstil-
linger.

Den elektroniske databehandlingsmaskin og de forholdsvis nyut-
viklede operasjonsanalytiske metoder har lagt grunnlaget for en helt
ny méate & lede en bedrift pa. Vare mest avanserte bedrifter arbeider
i dag aktivt med & finne fram til prinsipper for oppbygging av sy-
stem som pa en systematisk méate skal forsyne bedriftsledelsen med
adekvat informasjon. Et beslutningsgrunnlag presentert pd denne
méten gir muligheter for en fastere styring av bedriften mot de on-
skede mal. Et viktig element i systemene er ogsd forsgkene pa en
automatisering av de enklere og hyppigst forekommende beslutnin-
ger, slik at bedriftsledelsen kan konsentrere sin oppmerksomhet om
de kompliserte og krevende avgjerelser.

Til dette arbeidet har bedriftene i stor utstrekning etterspurt so-
sialgkonomisk arbeidskraft; dette ikke fordi disse kandidater har
hatt seerlig godt kjennskap til bedriftsekonomi, men fordi de gjennom
det sosialgkonomiske studium har tilegnet seg en system- og mo-
delltankegang som er av uvurderlig betydning i dette arbeidet.

Med tanke pa sosialgkonomenes sterke engasjement i systemut-
viklingsarbeidet, har Sosialgkonomisk Samfunn villet avholde en
konferanse som kan vise hvor vi star i dag pa dette fagomréade. Kon-
feransen vil gi impulser til de sosialgkonomer som arbeider innenfor
dette feltet, og den vil kunne vise ny vei for de bedrifter som enna
ikke har tatt opp disse nye tanker.

Redaksjonen

Sosialgkonomisk Samfunn har med virkning fra dette nummer
tilsatt Per Steina som redakter av Sosialokonomen sammen med de
niverende redakterer, Erling S. Andersen og Age Sgrsveen. Per
Steina er cand. oecon. fra 1966 og arbeider i Pengepolitisk avdeling
i Norges Bank.
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Ny IBM 72 «kulemaskin». En skrivemaskin som
loser Deres problemer nar fremmede sprak skal
skrives. A korrespondere med utenlandske for-
retningsforbindelser byr na ikke lenger pa noen
maskinproblemer. Deres sekreteer kan — pa én
og samme maskin — raskt bytte ut skrivehodet til
det sprak hun skal skrive. @nsker De spesielle
tegn, kan vi lett ordne det. Pa hvert av skrive-

hodene kan vi montere inn 4 spesialtegn. Den
nye IBM 72 gjor at De ikke lenger trenger spe-
sialmaskiner. For med én og samme maskin og
forskjellige skrivehoder kan De dekke alle Deres
spesielle behov. Pa norsk kan De velge mellom
13 forskjellige skrifttyper — og fortsatt er IBM 72
verdens raskeste skrivemaskin. Ta kontakt med
IBM i dag!
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CZECHOSLOVAKIA:

An Economic Reform in

European GContext*)

By JAN PLEVA

In presenting this paper, my intention is brief-
ly to discuss the backround and meaning of
the Economic Reform at present!) being carried
out in Czechoslovakia, with its broader impli-
cations for, and mutual relations to, the whole
system of social life. Broadly taken we intend
to test Czechoslovakia’s share in European ci-
vilisation at the present stage of development
— or at least her intentions.

The question is, how does the System of
Economic Management in Czechoslovakia fit
into the context of European democratization,
how does it further fit those progressive ele-
ments that penetrate perennially European cul-
ture across all retrograde tendencies, and that
have been Europe’s contribution to the world’s
freedoms. Is it a negation of the past or a devel-
opment of the best that the past gave us?

It would seem to me that the old motto of
European progress (which so far could nowhere
come to accomplishment) is «equal opportunity
and fair play»: a free choice of working and liv-
ing conditons under equal common conditions.
This is not a narrow economic problem, but a
human one, ie. to do away with all causes of
inequality other than the differences in capa-
bility. And this I take for the motto of my
address.

N

The Czechoslovak people is not numerous,
and, historically as well as geographically, it
has always lived in an exposed area in Europe.
Whether it liked it or not, it has always been
an active partner in creation of what is known
as European culture: Petrarca, Shakespeare,
Voltaire, Goethe, Tolstoj. High lights in its hi-
story are those periods when the Czech nation
stood at the forefront of democratic struggles:

*) Implications of the Scientific-Technical Revolution
are based on work done by several research groups
associated with the Czechoslovak Academy of Sciences
and published in a number of papers. (See especially
R. Richta and others, Civilisation at Crossroads, Prague
1966.) This is to acknowledge that the authorship of
ideas is collective, deficiencies of interpretation rest with
the author.

1) Redaktorens anmerkning: Manuskriptet er skrevet
for Sovjet-Samveldets okkupasjon av Tsjekkoslovakia.

John Hus and the Hussites, Comenius, not only
as a great teacher, but also as a social and
political visionary. And we hope to continue in
this noble tradition, though with possible risks
and errors, since we decided to build a socialist
society, and believe that it will be something to
add to the European culture.

Centralised Administrative System.

After World War II, a system of managing
the National Economy was implemented that
is known as the Administrative System, and
that was marked by a tight centralization of
economic decision making, by a relatively de-
tailed control of economic activities by the Cen-
tral Plan, and an absence of value criteria. This
process was accomplished roughly in late 40ies
and early 50ies. Prices gradually lost their
economic significance and played only a role of
an accounting category. The stress was laid on
quantitative physical targets and on physical ba-
lancing of needs and resources. Economic re-
sults, i.e. the relation between input and output,
lost their meaning, and in fact could not even
be measured.

In such a system, foreign trade came to be
considered a balancing factor, a tool to procure
raw materials and those manufactures that the
home economy was unable to produce. The se-
cond function of foreign trade appeared to be
the protection of the domestic economy from
fluctuations of the world market. In this con-
cept, the role of foreign trade as an active ele-
ment influencing structural changes of the
whole economy was suppressed, its turnover was
minimized and, last but not least, the internal
price system became divorced from the prices
in international markets. Thus, economic cal-
culus became impossible.

I do not intend to dwell here upon the caus-
es. Suffice it to say that they were both do-
mestic, consisting in lack of experience and
dogmatic views on the validity of certain eco-
nomic laws in socialism, and also international,
under the influence of the Cold War and em-
bargo. In all probability, this system — not
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unlike a system of War Economy — was justi-
fied for the period of reconstruction. Unfortu-
nately, it was left in operation long after it out-
lived itself.

Based on the preference of physical contents
of economic activities over economic results,
unable to measure economic efficiency, it ope-
ned the door to subjectivness in economic de-
cisions and caused a graduel loss of interest in
balanced and efficient development. Not the
least of the drawbacks was growing replace-
ment of entrepreneurial activities by bureau-
cratization. The whole system acquired a na-
tural preference for separation from interna-
tional economy.

*

The rate of growth of the Czechoslovak eco-
nomy after the war was, until 1960, quite con-
siderable, the yearly average growth of the
gross industrial production approaching 8,7 %.
Of course, this growth was of an extensive char-
acter, relying on an increase in employment and
on construction of new plants that often were
not up to the mark. Reconstruction of older
works remained insufficient, efficiency of new
construction kept decreasing; the increasing
capital coefficient kept eationg up the slowly ri-
sing productivity of labour. The model of ex-
tensive growth, favourable during the post-war
era of latent growth potential, became highly
inefficient. The lack of economic criteria and
the disequilibrium between supply and demand
were causing a lack of interest in technical de-
velopment and innovations. The growing obso-
lescence of the economic structure showed a
growing influence on the efficiency of foreign
trade and led to a stagnation of economic
growth especially in 1962—1963.

The world wide trends in scientific and tech-
nical development and innovation were deman-
ding an intensification of international econo-
mic relations, the conditions of internal econo-
my and the system of its management were
preventing it. Thus both external and internal
reasons were pointing to the necessity of
change.

Scientific-Technical Revolution: its Implications.

For better or for worse, but irrevocably, Eu-
rope gave the world a civilisation that in last
years has adopted the character of what be-
came to be known as «the scientific-technical
revolution», and about which no one knows
exactly whether it leads. One thing is certain,
however: it is a phenomenon that recognizes
no frontiers, whether State or social systems,
and mercilessly drives forward where the con-
ditons are ripe, implying gigantic changes of
material as well as of socio-political relations.
Shortly, what is the matter?

The fast development of science and techno-
logy calls forth a corresponding development of
means of production into quasi-in-dependent
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production systems that eliminate man from
the sphere of immediate production. At the
same time new, hitherto unknown production
factors, especially science and technology, pene-
trate directly into the production process.

A universal change of all production forces
comes into being, the automation principle of
production intercedes between man and nature,
continuous production process takes place and
places the man outside and above the production
process propre. The activity of man is transfer-
red to pre-production stages; cybernetics, che-
mistry, biology, nucleonics change not only the
structure of production, but reach out into all
spheres of civilization, of human life and rela-
tions much sharper than into production as
such. In course of the Industrial Revolution
man played the role of an appendix to the ma-
chine: in scientific technical revolution human
activity is transferred to complicated technical
activities. The science figures as an immedia-
te prodution force and industry is being chan-
ged into an application of science. The realm of
science and research is under way to become
the main field of human activity, the very
substance of science is undergoing a change.
The development of production depends increa-
singly more on the state of science and technolo-
gy than on the quanitity of machines, labour and
capital. Up to a certain limit of development it
was of advantage to concentrate maximum of
means in the production propre. Today, the de-
cisive role is played by the possibility to con-
centrate means in pre-production stages and in
the growth of human element. Further pro-
gress of science and technology depends on the
development of creative human forces: con-
sequently, the development of man himself
grows to the most effective way to increase
production forces of the society. Man as a pro-
ducer, but also man as an end in itself.

If social conditions will be favourable, we
may expect that by the end of our century a
new civilization base will have been created,
which will change most proportions, forms and
concepts of our present time. If such conditions
will not be found, we may expect severe con-
flicts between the standing conditions and the
implications of the scientific technical revolu-
tion.

The substance of the Industrial Revolution
was in the progressively increasing reproduction
of the capital, where technical means of pro-
duction and the man were separated — a split
structure of productive forces. That is how our
socialist society took over. However, once a
harmony bethween the social character of both
production forces and production relations has
been reached, the contradiction opens on a new
level. The limited possibilities of the present
structure of production forces, long working
hours and limited ressources of this production
get into conflict with the goals of a society that
gives validity to a general broadening of life



‘or everybody. The problem of change of the
wvhole structure of production forces, of the
wvhole base of human civilization, becomes
rucial.

It is here where the problem arises: will so-
>ialism be able to call forth a new productive
‘orce, the force of social universality which re-
resents a potential base for a broader pene-
ration of science into the production process,
ind under which conditions? The mechanical
ndustrial production which so far represents
‘he technical basis of socialism appears to be
:00 narrow for the purpose. A general develop-
nent of production as well as of capabilities
ind forces of each man is made possible, and
it the same time necessary, only by the scien-
iific technical revolution. Unless socialism will
e able to realize it, great tensions will be ge-
1erated in the society a disproportion between
‘he levels of civilisation on one side, and of
social changes on the other. This is the bond
oetween social and technical aspects of progress
.ouching on the change in character and divi-
sion of labour, cultural revolution, and general
standard of life.

Classical forms of capitalism changed
hrough monopoly to State monopoly forms,
where the State assists the growth of produ-
:tion by redistribution of profit and losses. A
1ew element is the emergence of socialist Sta-
es: for both systems, economic growth be-
comes a conditon sine qua non. Economic
srowth theories come into being. Future will
se decided in production, technology, science,
and, last not least, in the field of human and
social progress.

At this stage, the incapability of a monopoly
system to insure the growth of productivity
yver the horizon of primary profit on capital
yecomes apparent: the State must come to as-
sistance with enormous outlays when the sti-
nulus of profit fails. Research and development
:xpenses in Western States are financed by the
State by two thirds and more.

Under socialism, the motive power which is
ible to set the scientific technical revolution in
notion is an enlargement of consumption, and
»f the very process of life for the whole com-
nunity. At present, this is concretized in form
>f both material and moral interests, as against
‘he opposite stimuli of profit and fear for exi-
stence. The socialist metamorphosis is not foun-
led on suppression of economic profit (as far
18 it is derived from growing productivity of
abour), but on suppressing the profit monopoly
f the capital, uniting interest in profits and
vages, and joining it to interest in growing
yroductivity of labour.

The aim is not to suppress enterpreneurial
ictivity, but to make it general on each step
»f social production (individual, group, centre).
Shall we be able to achieve it?

Of course, the structure of interests stays
lynamic only if it is based on objective eco-

nomic feed-back, this at present existing only
under the form of market relations. Therefore,
we accede to use of market, value relations and
similar not only in amendment of past errors,
but as an accomplishment of own socialist
economic structure in response to changes in
the sphere of production forces. We foresee a
general interest of every working individual,
group, and society as a whole, in the growth of
productivity of the entire social labour (mea-
ning not national income alone, but the whole
living environment and way of life), and at the
same time a dynamic structure of social in-
terests, changing and increasing in response to
the dynamic development of production forces.

It seems to us that the scientific technical
revolution shifts the traditional characteristics
of economic growth and alters the heretofore
measures of civilization advancement. The de-
cisive element of growth is constided at present
by new technology, application of science ten-
ding to an absolute growth of productivity of
labour, i.e. a decrease of all elements of labour
bound in a given quantity of use production,
whether it be fixed or circulating capital, labour
paid or unpaid. Of course, economy of time re-
mains to be an essential precondition of all
economic progress.

Economy of time points out the «profit» in
disposable time as a measure of time space for
the development of human forces. In the period
of industrialization, general growth was depen-
dant on the amount of capital and labour; to-
day, by means of science and technology, the
most marked factor of civilisation ascent ap-
pears to be the growth of human forces: the
most effective is the investment «into man
himself>.

It follows that the attainment of commu-
nism we do not see in simple changes of power,
forms of ownership, or general growth of pro-
duction. The very beginnings of the theory of
scientific technical revolution seem to indicate
that in front of us, there is a qualitative me-
tamorphosis not less important than the change
in ownership of means of production, and
that this new revolution is bound to become the
very substance of further development of
socialism.

Condifions of Scientific Technical Revolution
in Czechoslovakia.

In the period of 1948 to 1960, an industriali-
sation was in progress in Czechoslovakia which
in principle (abstracting some deformations
caused by both internal and external causes)
accomplished the industrial revolution that had
its course in highly industrialized countries. It
was an extensive growth that was useful up to
a point, but at the same time was growing obso-
lescent, was creating new problems and for-
ming an inert structure of production and inert
social structure, setting thus limits to its own
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progress. There was a growing extensive de-
mand for capital, labour, raw materials etc.,
science and the development of man were
staying behind, growth of overall social produc-
tivity became unsatisfactory, quality of pro-
duction remained on the prewar level, the ef-
fectivness of capital assets showed a decreasing
tendency. As from 1958, the sources of exten-
sive development were exhausted, necessity of
qualitative changes in the structure of economy
as well as in the structure of management was
apparent. Eg. since 1955 to 1962, investment in
industrial building grew to 261, in machines
and technology to 232, and in science and re-
search to 224 — the trend during the same
period eg. in the United States being quite con-
trary.

Such disproportions cause difficulties not only
at home, but also in international economic re-
lations, as the relative productivity (compared
with the foremost industrial nations) begins
to lag behind, and thus, together with a stag-
nating structure of production, does not create
the necessary capacity to increase the volume
of international trade, so urgent for a small
country. In 1965, the foreign trade turnover in
Czechoslovakia was about 385 dolls. per capita,
the similar item for members of the EFTA
being approx. 630 dolls., and for some small
countries still higher. Growing import require-
ments for raw materials do not leave sufficient
room for ample exchange of manufactures and
innovations, cooperation and specilization,
which are inherent to the most developed na-
tions. Exaggerated orientation towards quanti-
tive targets is at the root of a high consump-
tion of primary ressources of steel and coal
per unit of Gross National Product, in years
1960—1965 this being about twice as high as in
the US, FGR or Sweden.

These difficulties and disproportions go to
show the undesirability of further linear de-
velopment of economic proportions, the inabili-
ty or traditional ways to master further pro-
gress, the necessity of orientation to the scien-
tific technical revolution. The new require-
ments may be characterized as
— complex mechanisation and automation,

structural changes in the whole economy
— more effective utilization of human labour
and decrease in unqualified labour
— faster development of human creative for-
ces, ie. the science.

Of course, this has its deep implications for
volume and quality of international economic
cooperation, for mutual influence of different
national economies.

The former system of economic manage-
ment in Czechoslovakia originated in the period
of extensive growth, became rooted in years
of the «cold war» and, consequently and of ne-
cessity, showed tendency towards autarchy. As
such, it is not capable to master the turning
point between industrialization and scientific
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technical revolution, it is not up to the require-
ments even of the experimental stage of the
new order of things. In spite of the fact that
individual production complexes in Czechoslo-
vakia are on a fairly high level, the degree of
complex mechanisation and automation is low.
Machinery — being the basic industry — de-
pends on piece-work and short series in 70 %
of production, with low industrial cooperation,
without accomplished and elastic forms of au-
tomation. The production and application of au-
tomation elements as well as computerization
of the production processes is very low compa-
red eg. with the US or with Sweden. There are
similar problems in chemistry, agriculturc,
services and transport.

In this connection we consider that the deci-
sive element is the position of man in the pro-
duction process. The old extensive form of in-
dustrialization leads to dissipation of human
ressources, does not create room for all-round
development of the labour force. A dispropor-
tionate amount of workers is employed in simp-
le work, especially manipulation of materials,
and similar conditions prevail in agriculture ad-
ministration etc. Necessity arises to improve
the structure of the national labour by «push-
ing» the bulk of labour towards higher quali-
fied activities, into pre-production stages, into
tertiary sector, to create preconditions for con-
siderable reduction of working time, thus en-
abling further education, technical activity etc.

The administrative-directive system of ma-
nagement (as had been applied in Czechoslova-
kia) results however in limitation of active
growth of human capacity, limits the field of
«socialist entrepreneurship», lacks instruments
to inflict penalty on obsolescence and appraise
innovations, results in subjective deformation
of economic categories and economic aims.
Economic activity and social stimulation are
replaced by a hypertrophy of inconsistent orders
in the eyes of people, social activity loses cha-
racter of a process in which they take part and
which they themselves determine. One might
say that their subjectivity is being pushed out
of the circle of social activity. There appears a
vicious circle, in which lack of movement in
technology limits the development of creative
human forces, and this, in its turn, deepens
the backlag in science and technology.

It is necessary to break this circle in both
directions — modern technology, and cultiva-
tion of human capacity. It is necessary to ex-
ploit the potential advantage of socialist produc-
tion relations not by an administrative act, but
by formation of actual and active human rela-
tions in every-day activities. We are trying to
develop a new economic structure of society, a
system of incentives and economic manage-
ment, which would join all working people to
the unfolding of the scientific technical revo-
lution. The former directive system reduces the
incentives of socialism to one single dimension



of quantity, is therefore unable to reach econo-
mic optimum and causes an extensive social
movement that is interested in linear static de-
velopment, and not in basic changes of quality
in the broadest meaning of the word.

In scientific technical revolution, however,
the substance of movement is in multidimen-
sional dynamics of a universal stream of struc-
tural changes, necessitating dynamics to be
built into social production relations directly.
When introducing economic gystem of mana-
gement in Czechoslovakia, the point is not in
simple doing away with present shortcomings,
but it is much deeper: it is in dynamism and
deployment of the economic structure of so-
cialism, corresponding to dynamic conditions
of the coming civilisation.

Necessity o change the System of Management.

It should then be understood that introducing
a new system of economic management in
Czechoslovakia (maybe it would be preferable
to speak about search for new methods of funec-
tioning of the whole social system) the aim is
not a narrow change of methods of manage-
ment, let alone exchange of some directing
organs. It is a deep social change originated —
in our opinion — in broad changes of material
conditions, called forth by the development of
the European civilisation. It is not economy

alone, it is mode of action of entire society to-
wards further democratic development in the
widest sense. The goal is noble — which are
the means to reach it?

Scientific discoveries and technological chan-
ges situate human life in dynamic position, and
concurrently the whole field of human life en-
ters the motion of civilisation in the quality of
a new factor. At the rate that the science is be-
coming the central creative force, the develop-
ment of creative forces of each human being
gains the character of the decisive parame-
ter in the development of civilization, same as
so far it has been the quantity of capital and
labour. The structure of human life is gaining
new meaning and design, differing from the
industrialisation era, and at the end transpires
the man as an aim in itself.

Spontaneous development of technology is
reduced to absurdity unless it is mastered by
collective reason, it calls forth disproportions,
wastage of production forces, frustration, de-
vastation of nature, and finally of man him-
self. Society is threatened by a calamity unless
general human development will gain an ad-
vance on the ever increasing stream of material
technique, and unless it will find a basis for
uniting the universe of civilisation and culture.
So it seems that the scientific revolution must
be identical with the greatest cultural revolu-
tion of human history. Creative forces and ta-
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lents of the working population have been used
so far only in a partial degree: in a higher de-
gree of their cultivation we see the only pos-
sible way to overtake older social systems.

At the top of present development, the pro-
duction forces overtake the former contradic-
tion between high level of needs and low level
of production, general growth of needs turns
into a condition of economic growth. At the
same time the spectre of consumption for its
own sake takes form, the danger of man beco-
ming its slave, as an end in itself. Even if for
lack of space we shall pass by the problems re-
lating to the culture of labour, creation of liv-
ving environment, relations of nature, artifi-
cial milieu and its inhability, we still have
in leading industrialized countries the apparent
formality and impotence of political and civilian
participation of labouring population in mana-
gement of their own lives: a compression of
human subjectivness, lack of its satisfaction,
which seems to be the most consequantial prob-
lem of the present civilisation.

Conditions change however on the highest
technical level. In automated production, deci-
sion making cannot be effective without an
appropriate part being played by the operator.
In the era of industrialisation, economy functio-
ned — for better or for worse — in the way
of a big mechanical machine, which was de-
termined and with which it was possible to in-
terfere at each step with foreseeable results. The
scientific technical revolution puts before us
a new situation: a complex of mutually inter-
connected and complex processes with internal
automaticity, with feedback reaction of the
whole system and non-ascertainability of cer-
tain parametres. We have there cybernatic sy-
stems, the functionning of which cannot be
guaranteed by direct interference, but only by
recognition of the system, by help of the theory
of aleatory processes with indirect manage-
ment. Modern production and social systems
are so intricate that without a system of auto-
matic processes they would change into a chaos.
Their management cannot rely on direct in-
terference with individual actions, but must
rely on control by various regulators, on for-
mation of «rules of the game», which will crea-
te conditions under which the system itself
strives to the chosen target. In economies, these
regulators will take the form of money, fi-
nancial establishment, credit etc., acting in an
acceptable symbiosis of plan and market.

It has been probably the worst trait of admi-
nistrative management that it relegates the
subjective personality to the second rank. Now,
the future depends on whether socialism will
succeed to work out a system of civilizer re-
gulators, means and rules, which would objec-
tively tune not only economical, but also social,
psychic, and anthropological conditions to the
growth of creative activity of man, his planned
access to all-social management.
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New dimensions, introduced into to motion
by human individuals and groups are compo-
nent part of social motion and must not be pas-
sed by. Regulation of regulators represents a
higher form of social management than direct
command, and is more suitable for more dif-
ferentiated and faster motions. Only such me-
thod can turn modern civilisation into a planab-
le and dirigeable process.

Economic System of Management: general.

I mentioned before that the directive admi-
nistrative system of management came into
being in Czechoslovakia in consequence of con-
current objective as well as subjective rea-
sons: necessity to complete the industrial base
on mechanical principle; consequences of the
«cold war» that influenced also the ways of
thinking; insufficient theoretical recognition of
evolutionary laws of socialism; and others.
After several years’ discussion, a proposal takes
shape for system of management of economy
which would harmonize the union of plan and
market, and which, among Cezchoslovak eco-
nomists, is known as «the Economic Systemy.
Intending to return to its international impli-
cations, I have to outline at least the most im-
portant characteristics, derived, as I think,
from the postulate of continuing evolution of
economic democracy in new conditions as in-
dicated. '

At the beginning is the presumption that, in
modern developed society, no central organ is
able to recognize and realize the inherent po-
tentialities of growth without the interest and
share of all lower strata, especially enterprise.
To this end, it is necessary to harmonize all es-
sential elements of growth (volume of pro-
duction, effectivness and profitability, growth
of use value through innovating and technologi-
cal advance) in microeconomic as well as in
macroeconomic dimensions, with a perpetual
tendency to coordination of individual, enter-
prise, and social interests. Thus the plan is not
considered — as in the past — to be a complex
of quantitative tasks and directives, but steps
forth in the form of a hierarchy of social aims
(targets), and ways and means of their attain-
ment, the ways and means having the shape of
economic instruments. I have in mind price,
loan, interest, tax, credit, investment, etc. policy,
exerting their influence in the environment of
a regulated market mechanism. The term «mar-
ket» denotes for us a field of economic activity
of enterprises and of individuals, having in its
scope the possibility of free decision, of course
in the frame of certain economic conditions
introduced by the central authority.

The influence of the central plan in microe-
conomics is limited; and in the same way the
action that market may exert on macroecono-
mic structure: market in itself is unable to



uncover the tendencies and necessities of long-
term formation of macrostructure, cannot
foretell the probable development of science
and technology ete. Long-term plannel targets
will always have a political character and im-
plication in the sense that they do not origi-
nate directly from the economy, but from con-
ceptions about the desirable development of the
whole society. A system of plan and market
means that the optimum economic growth
should be realized through a combination of
plan and concrete market relations.

In overall planning, we rely on medium-term
plans and long-term prognoses, derived from
analyses of demand (consumption, living stan-
dard, infrastructure etc.) and production fac-
tors (ressources of raw materials and energy,
population, investments, technology etc). The
present plan, which is considered as open, is
oriented towards qualitative changes in pro-
duction structure which would turn the tide of
effectivness expecially in foreign trade, ie. in
concrete comparison taking place at the contact
of our and world eonomies. These plans have
for greater part an indicative function as far as
volume is concerned, and a function to form a
desired economic environment for the behavi-
our of enterprises, «delimit the playground and
the rules of the game» to start a transition to
intensive way of development.

So far, inputs and outputs were prescribed to
enterprises from above, their iniciative could
be but small. Now, every enterprise is faced by
the necessity to maximize its gross income
(meaning receipts minus material costs mi-
nus depreciation) from which it is due to pay
up taxes: on capital, on gross income, on wages
and labour increment. In this way, enterprise
should be induced to optimize the use of produc-
tion factors. This needs of course a system of
parametric prices setting objective relations —
a condition that is still missing and should be
reached by help of foreign trade. The distribu-
tion of gross income after taxes depends on the
decision of the enterprise itself, certain means
being retained of course for reserve funds, ca-
pital construction, social funds etc. The basic
principle is that all forms of wages should be
bound to economic results. Payments are set
down in cooperation between the management
and the Trade Union and comprise two com-
ponent parts: basic wages according to tariffs,
and a share in gross income, paid out individual-
ly and diferentiated in relation to economic
merit.

Decision about the size of reward is closely
connected with the decision about the future of
the enterprise, ie. investment. This may be
financed either by own means, or by help of
banking credit, which is granted in a certain
competition according to such criteria as ef-
fectivness, returnability etc. Generally conside-
red, enterprise is free to decide, the State main-
tains of course a certain degree of influence,

and the possibility of own investment, in such
cases as are decisive for the future development
of the society: raw materials and energy, trans-
port, development of new branches of industry
and similar.

As T mentioned, interest of the enterprise to
receive maximum gross and net income requi-
res a rational price system. That is, prices
should express the actual relation of production
and market conditions, to be able to play a cer-
tain allocation function in formation of micro-
structure, and to react elastically to its changes.
(It is understood that the informative poten-
tial of market prices is limited from long-term
point of view). At this we aim by the construc-
tion of so-called two-channel price, which tak-
es into consideration both capital as well as
labour costing components. A transition to such
a price system was carried out by a reform to
1st January, 1967, which also introduces three
types of prices: fixed, limited, and free. It was
only the first step, not too perfect, that did not
yet try to solve other big problems: indepen-
dent price systems in retail trade and in foreign
trade. Further consecutive steps are being un-
dertaken to their relative unification, or at least
to introduce direct relations between prices re-
ceived abroad. wholesale and retail prices. This
is of course a longer process: the problem is not
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the change of prices as such, but the change of
the structure of production and consumption, on
which prices must be based — ie. a certain in-
vestment policy.

This price unification should bring forth
more freedom of intercourse between the pro-
ducer, the consumer and the world market, that
is a certain competition between the home and
the world economy, and a closer integration
into the stream of international scientific and
technological progress. I have in mind especially
a growth of specialization and industrial cooper-
ation, direct relations between home and for-
eign enterprises, new forms of their cooper-
ation.

In such circumstances, new importance is
acquired by a planned central economic policy
that should form and restore economic equli-
brium at the optimum level of activity, which,
as shown by experience, no market mechanism
alone is able to safeguard. In this connection, it
seems that the advantage of socialism should
be the possibility of direct action and control in
the redistribution of national income, and re-
gulation of economic structure: however, the
problem of ascertaining the all-social optimum
cannot be considered as solved.

International Economic Relations.

Unbalanced development of the national eco-
nomy in the past has been reflected, with par-
ticular urgency, in the field of foreign trade.
Relatively fast growth of production (approx.
8 % yearly) necessitated a corresponding
growth of imports, above all in raw materials,
but the unsuitable structure of production did
not allow to increase effective exports in pro-
portion. In this way, imports of raw materials
grew two, and tree times faster than produc-
tion, but the effectivness of exchange went
down, during the last decade, by as much as
30 % : beginning of a vicious circle to increase
the volume of production well high at any price,
connected with the necessity to increase exports
even faster. At the root of this phenomenon
we find unsuitable structure of economy and
break in the unity of movement of value and
material — a break in the function of money.
Foreign trade grows unbalanced both regarding
the product mix (which is stationary), and the
territorial distribution, this problem coming to
the fore in hard currency areas. On the order
of day are changes in microstructure, and
changes in materials input in production, that
would allow better to satisfy foreign markets,
decrease the relative input of materials while
creating conditions for an overall growth of
turnover, and so to create room for an increased
exhange of industrial products, cooperation
and specialisation.

No need to stress that this can be reached
only if the effectiveness of foreign trade will
exert a considerable pressure on the structure of

10

our production, and so intermediatly on the
structure of new investments, the effectivness
of which should be measured in international
trade. This is conditioned by a relative unifi-
cation of internal and external price systems
which would influence the income of enterpri-
ses and their interest in economic results of
foreign trade operations. The road to this end
has been started, and economic results of
foreign trade and production activities of en-
terprises begin to influence one another. It is
a big complex of economic problems, a Gordian
knot, which, unfortunately, cannot be cut in one
go the way Alexander the Great did it: in play
come not only internal monetary and price sy-
stems, but also relations to other countries, in-
ternational organisations, questions of foreign
exchange, customs etc., somtimes quite deli-
cate, requiring purposeful and consecutive solu-
tions.

New situation of the enterprise leads to some
changes in institutional arrangement, gradual
changes in organisation, allowing better to car-
ry out new economic principles. Some of the
bigger enterprises, especially in machinery in-
dustry established their own foreign trade or-
ganisations (so Skoda Works, Automobile
Works) ; in other cases, existing Foreign Trade
Corporations are being reorganised into limi-
ted companies, the shareholders of which are
the biggest suppliers and customers (so in tex-
tile industry, leather industry etec.). Some more
changes are under preparation. Special regard
is being paid to the necessity of allowing the
producer direct contact with countries abroad.
Such are ig. the cases of preduction and licence
cooperation with French firm Renault, coopera-
tion with some Swedish firms etec.

We dare say that our concept of implications
of scientific technical revolution is, in the realm
of foreign trade, at present materialized in the
notion that we must considerably increase its
volume — say twice —, and that a substantial
part of this increase must be reached in ex-
change of manufactures of all kind. Furt-
her, that we must specialize and cooperate with
foremost modern technologies. This may be-
come a pattern for considerable increase in
turnover, both in ideas as in material goods,
both in East and in West.

In Place of Summary — the European Context.

It is not my aim to create an impression
that all is nice and tidy, and that all problems
of Czechovak life have been solved. Quite con-
trary: the system of social management we
hold as open, never all problems will be solved,
as new ones appear on the surface all the time.
It seems to me that we did not find the final
solution for the mutual position of enterprise
and central power, the relation between the ma-
nagement and the Trade Union, indeed the
central problem of control of enterprise, of its



disposal (a question which in private ownership
economy may seem clear, at least on the sur-
face). And the solution of this problem may
b= decisive for the position of man in economic
determination, therefore his identification
with the enterprise and with the aims of the
whole society.

There are some more theoretically unsolved
auestions of international implication: perspec-
tives, trends and forms of economic integration
of socialist countries, trends and forms of in-
tegration process in West Europe, cooperation
of countries with varying economic levels, and
other. Obiective process of the scientific techni-
cal revolution has a general, all-human, all-
world character, in long vista it seems to lead
to a growing national and international integra-
tion of productive forces. This necessity comes
to the fore as soon as the need for futher socia-
lisation of productive forces ripens, irrespec-
tive of social order. There comes forward a
pressure for international economic coopera-
tion with the rising need to promote and extend
development and control of cooperation, divi-
sion of labour, and exchange of activities. In
some cases the method of trial and error seems
necessary.

It seems to me that the economic system of
management in Czechoslovakia as a search for
adaptation of the management of national eco-
nomy, and indeed the whole society, to the re-

quirements of a higher level of development
of productive forces, is an addition to the evo-
lution of European thought, and is creating a
potential for a broader cooperaticn; and that
we may describe it as a creation of active en-
vironmental conditions for growth of econo-
mic, scientific and cultural cooperation between
countries with varying social systems.

It seems that the stability of any society de-
pends on a certain degree of continuity in its
development: the discontinuity of a social re-
volution is bound to cause a certain lability. It
takes some time for it to find again the new le-
vel of equilibrium. Twenty years are not much in
the life of a nation: new quality of social equli-
librium is just what we are striving at.

Of course, it is well known that beside ob-
jective economic reasons, which are in the
growth of productive forces, the origin of West
European intetgrations is also due to political
and military considerations, tending to create
such integrations as a counterweight to the so-
cialist world, to the «third world», and for a
partnership with the United States. It would
be out of place to dwell here on these points. But
it may be appropriate to point out that the
stream of ideas and material goods depends on
the environment of international cooperation.
If the world will be split asunder by warlike
actions, our position will become very embaras-
sing indeed.
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AV

Det foreligger lite litteratur om Sovjets bi-
stand til utviklingslandene. Hovedarsaken til
dette er at data er vanskelig tilgjengelige, bade
fra Sovjetsamveldet som givernasjon og fra
de mottakende land. Professor Marshal 1.
Goldman har i sin bok «Soviet Foreign Aid»
spkt 4 samle de opplysninger som foreligger
om emnet. Hans kilder har vaert, foruten den
sparsomme litteratur som allerede eksisterer,
besok pa en rekke russisk-finansierte hjelpe-
prosjekter rundt om i utviklingslandene og
diskusjoner med offentlige tjenestemenn og en
rekke u-hjelpeksperter rundt om i verden. Den
militeere bistand er sa & si utelatt i boken, da
opplysningene om denne er enda mer spar-
somme enn den sivile.

I sin bok behandler ogsa Goldman Sovjets
bistandspolitikk overfor andre kommunistland
og forholdsvis kort andre kommunistiske sta-
ters hjelpevirksomhet. I denne fremstillingen
skal vi konsentrere oss om den bistandspoli-
tikk som Sovjetsamveldet har drevet overfor
de ikke-kommunistiske utviklingsland i Asia,
Latin-Amerika og Afrika. Denne virksomhet
har vakt stor interesse i de vestlige land, kan-
skje forst og fremst pad grunn av den store
publisitet som kjempeprosjekter som Aswan-
dammen og stélverket i Bhilai, India har fatt.

Sovjet har i tiden 1954—1966 gitt samlet
tilsagn om gaver og lan til utviklingsland til
en verdi av tilsvarende ca. $§ 6 milliarder,

1) En oversikt vesentlig etter M. I. Goldman’s bok
«Soviet Foreign Aid», Praeger 1967.

2) Professor Goldman sier (s. 62): «The Aswan Dam
prosject more than anything else aroused the Egyptians
and awakened the world to the emergence of the
U.S.S.R. as a power in international economic affairs».

12

Um Sovjetsamveldets
histand til utviklingslandene”
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ifglge offentlige amerikanske kilder. (Tallet
for 1966 er $ 975 millioner.) De aktuelle over-
foringer ar om annet ligger alltid en god del
under hva det er gitt tilsagn om, slik at den
kapital som i virkeligheten er blitt overfort til
u-land er langt mindre. Til sammenligning
kan nevnes at amerikanske netto-kapitalover-
foringer til u-land i tidsrommet 1956—66 var
pa ca. $§ 46 milliarder ifelge DAC-statistikken.
(Tallet for 1966 er ca. $ 4,6 milliarder.)

Den altoverveiende del av Sovjets u-hjelp er
lanknyttet til bestemte prosjekter og bundet
til kjop av utstyr fra Sovjet. Vanlig amorti-
seringstid har veert 12 ar, rentefot 2,56 % og
tilbakebetaling i form av varer.

Sovjets u-hjelp kan feres tilbake til 1954.
Koloniene hadde da begynt & frigjore seg fra
moderlandet, og russerne si en mulighet til &
vinne innflytelse i de nye nasjoner. Samtidig
vokste den russiske industri sterkt, slik at det
kunne vare viktig 4 preve a finne nye mar-
keder, i hvert fall pa lang sikt. Den russiske
eksport til u-land var $§ 32 mill. i 1950, mens
importen belgp seg til $ 93 mill. I 1965 var de
samme tall $§ 908 mill. og $§ 844 mill., hvilket
tilsvarer ca. 2 % av u-lands samlede handel.

Egypt.

I Egypt er det russiske hjelpeprogram saerlig
knyttet til byggingen av Aswan-dammen, et
prosjekt som i manges oyne har skaffet sov-
jetisk u-hjelp en utbredt prestisje.2)

I det hendingsforleopet som leder opp til rus-
sisk overtagelse av Aswan-prosjektet ligger det
en god porsjon internasjonal maktkamp, gleo-
dende nasjonalisme, militeere konfrontasjoner
og politisk spill.



De forste klare planene for prosjektet ble lagt
allerede i 1947 av en egyptisk og en italiensk
ingenigr. I 1952 ble det klart at USA ville bygge
dammen sammen med Storbritannia og Ver-
densbanken. Samtidig ville Egypt ogsa gjerne
ha tak i amerikanske vapen. Dette var ikke
amerikanerne szrlig villige til 4 levere dem,
med tanke pad maktbalansen i Midt-Osten.
Egypt henvendte seg da gstover og fikk i 1955
lofte om tsjekkiske vapen. Dette gjorde ameri-
kanerne svart betenkte; var det si at Egypt
var pa vei inn i kommunismen? Tross alt var
amerikanerne imidlertid fremdeles villige til
4 vaere med pad & finansiere Aswan-prosjektet.
Etter deres beregninger ville omkostningene i
fremmed valuta vere $ 70 millioner for det
forste byggetrinnet. Disse midler var & be-
trakte som gave til Egypt ($ 56 mill. fra USA
og § 14 mill. fra Storbritannia). For det andre
byggetrinnet var det arrangert folgende lan:
$ 130 mill. fra USA, $ 80 mill. fra Storbritan-
nia og $§ 200 mill. fra Verdensbanken. Linene
skulle tilbakebetales pa 40 ar til en rentesats
av 5 % p. a. Tilsammen var det altsa beregnet
omkostning i fremmed valuta pa $ 480 mill.
Omkostningene i innenlandsk valuta var be-
regnet 4 vare $§ 760 mill, som Egypt selv
skulle sorge for.

Sovjetsamveldet opplyste at de ogsa var in-
teressert i 4 vaere med pa & finansiere dam-
men. Imidlertid erklerte amerikanerne at rus-
serne under ingen omstendigheter fikk veare
med pa foretaket. Dette ble tatt ille opp av
Egypt, som mente at en slik uttalelse krenket
deres verdighet. Etter dette gikk forhandlin-
gene mellom partene tregt, og amerikanerne
fant det vanskeligere & stotte foretaket ogsa
fordi Egypt hadde unnlatt & ordne med erstat-
ningsavtale overfor Sudan, som ville f& store
omrader oversvemmet av damanlegget.

Den egyptiske ambassader i Washington
ville prove 4 f4 litt fortgang i forhandlingene
og opplyste utenriksminister Dulles om at
Egypt hadde mottatt et ferdigsydd sovijetisk
tilbud om a bygge hele dammen. Foster Dulles
syntes han ble utsatt for utpressing og trakk
oyeblikkelig det amerikanske tilbud tilbake.
Nasser reagerte sterkt pa dette, og som en
direkte folge ble Suez-kanalen nasjonalisert
med begrunnelse av at pengene skulle brukes
til dam-prosjektet. Sa fulgte invasjonen av is-
raelske, britiske og franske tropper.

I Vesten var en spent pa om Sovjet virkelig
ville sta ved sitt ord. I januar 1958 fikk Egypt
et sovjetisk lan tilsvarende $ 175 mill. for flere
prosjekter som ikke hadde noe med dammen
4 gjore. Men endelig i oktober 1958 gikk Sov-
jet med pé & skaffe til veie et 1an pa $ 100 mill.
for det forste byggetrinnet pa anlegget. Sovjet
endret de opprinnelige planene slik at anleggs-
omkostningene ble senket med $§ 35 mill.

De var selvfplgelig klar over hvilken enorm
betydning det hadde at de fikk gjennomfert
bygningsarbeidet pa en tilfredsstillende mate,

og satte folgelig veldige ressurser inn i arbei-
det med & lgse de store tekniske problemer.
Imidlertid syntes russerne & vzre motvil-
lige til & finansiere andre byggetrinnet, men
etter at vest-tyskerne hadde sagt seg interes-
sert, gikk de med pa & finansiere ogsa dette.
Fullstendig finansieringsplan ble underteg-
net 27. august 1960, og ser ut som folger:

a b
Totale Sovjets
omkost- andel bi9 ava

ninger
Mill. $ Mill. §

Forste byggetrinn . ... 614 110 16,2

Andre og tredje bygge-
trinn ........ ... 551 225 40,8

Total ............... 1165 325 27,8

Dammen var beregnet ferdigbygget i 1970
og ville yte 2700 000 kwh i elektrisk kraft og
oke Egypts dyrkede areal med en tredjedel.
Léanebetingelsene for det forste russiske 1an
var 12 ars tilbakebetalingstid fra et ar etter
fullfgrelsen av forste byggetrinn, forutsatt
dette ikke ble senere enn 1. januar 1964. Rente-
satsen var 2,5 %, og rentene palep fra den dato
utstyret ble tatt i bruk. Tilbakebetalingen
skulle fortrinnsvis skje i egyptiske pund for
anskaffelse av egyptiske varer, serlig ris og
bomull. Tilbakebetaling i form av varer er en
vanlig passus ved sovjetiske hjelpeytelser. For
4 kunne si noe om hvor fordelaktig en slik
fremgangsméate er for mottakerlandet, ma en
ogsa vite noe om den prispolitikk som folges,
samt ettersporselsforholdene for angjeldende
vare pa andre markeder.

Det andre 1an ble ydet pa lignende betingel-
ser. Lopetiden pa de lan som opprinnelig skulle
kommet fra vestlige kilder var lenger enn for
de russiske, men pa grunn av at det russiske
alternativ krevet lavere anleggsomkostninger,
pa grunn av at tilbakebetalingen av dette lan
ikke nedvendigvis skulle vaere i konvertibel va-
luta og at lanerenten var lavere, virket det rus-
siske tilbudet mest fordelaktig pa Egypt.

Selve byggearbeidet viste seg & inneholde
mange uforutsette vanskeligheter for russerne.
Transportmulighetene var ikke de beste for
tungt utstyr opp til ovre Egypt. Russiske tek-
nikere var ikke vant til slike hoye tempera-
turer, og russiske maskiner var heller ikke
konstruert for slike klimatiske forhold og
talte pakjenningene darlig. Svenske trykklufts-
bor, engelske lastebiler og amerikanske bul-
dozere matte innferes av Egypt for & fa ar-
beidet unna.

P4 forhand var det satt en grense for arbei-
det med forste byggetrinn til 15. mai 1964.
Det var av stor betydning bide gkonomisk og
propagandamessig & bli ferdig til den fastsatte
tiden, og i 1963 ble arbeidsstokken gket fra ca.
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15000 til 34 000, og antallet ansatte russere
ble gkt fra 800 til ca. 1 800.

I bestrebelsene med & fa anlegget til fast-
satt tid ble sikkerhetsforanstaltningene for-
sgmt, og man regner med at minst 227 ar-
beidere mistet livet (derav flere sovjetrus-
sere). Imidlertid ble arbeidet fullfgrt innen
tidsfristen3s).

Det viste seg at Egypt skulle f& vansker med
tilbakebetalingen av de russiske 1lan. I 1964 for-
falt $§ 2 mill. i renter og $ 8,33 mill. i avdrag
til Soviet, som Egypt ikke klarte & betale til-
bake dette aret. Vanligvis vil det jo ta en tid
for et nytt prosjekt beregnes 4 gi noen form
for avkastning, og i 1964 var enné ikke Aswan-
anlegget begynt & kaste noe av seg, Tross dette
erklerte Krustsjov samme ar at Egypt ville fa
nytt 1an pa $ 277 mill., som skulle skaffe ca.
10 % av de midler som trengtes for Egypts an-
dre femarsplan.

Sovjets hjelp til Egypt har vist seg 4 vere
vellykket bade fra et propagandamessig og et
gkonomisk synspunkt, slar Goldman fast, og
den har skapt langt sterre goodwill enn det de
vestlige hjelpeprogrammer har maktet.

Til og med juni 1965 er den russiske line-
virksomhet til Egypt folgende:

Januar 1958 § 175 mill. Industriprosjekter.
Des. 27, 1958 $ 100 mill. Aswan-Dam.
Aug. 28, 1960 $ 225 mill. Aswan-Dam.
Juni 18, 1963 § 44 mill. Industriprosjekter.
Mai 24, 1964 § 277 mill. Industriprosjekter.

I 1965 var hele det forste lanetilsagnet, bort-
sett fra $§ 9 mill., utnyttet. Hvor meget som
er blitt nyttet av de andre foreligger det ikke
opplysninger om. I tillegg til sivile 14n kom-
mer militeere 1an til kanskje et lignende belop.

Prosjekter som russisk bistand har mulig-
gjort bygging av er f. eks. et koksverk ved Hel-
wan — med en kapasitet pa 280 000 tonn pr.
ar og med produksjon av adskillige biproduk-
ter, stilverk, oljeraffinerier ved Suez og Alex-
andria, to bomullsspinnerier, radiofabrikker,
termo-elektrisitetsverk, melkekonserverings-
fabrikk (sammen med tsjekkerne) og et an-
legg for torking av lgk (med Bulgaria). En
viktig del av hjelpeprogrammet er opplzring
av egyptiske teknikere og ingenigrer.

India.

India er det land utenom gstblokken som
har mottatt sterst sovjetisk bistand. Ogsa her
har russerne klart a4 skape stor goodwill for sin

3) Professor Goldman slar fast; s. 70: «Clearly this
was an historical occasion and the Russians had done
an impressive joby.

4) «Although the amount of Soviet aid is only about
one-fifth of that of American aid, Russian activities in
India seem to have had a greater impact on the con-
sciousness of India and the world than has American
aid». Op. cit; s. 85.
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hjelp og har maktet 4 tre frem som en sann
hjelper av de fattige nasjoner.4)

Da India ble fritt, ville det prove & bygge
opp sin industri sd hurtig som mulig. Lang-
varige forhandlinger ble fort med England og
Tyskland om bygging av et stilverk, men uten
resultat. Russerne tilbed seg imidlertid i 1955
a4 bygge et stalverk i Bhilai, ca. 800 km vest
for Calcutta. Etter dette tilbudet fra Sovjet
samtykket tyskerne i at de ville bygge et stal-
verk i Rourkela, ca. 350 km vest for Calcutta
— og da britene tilbed seg & bygge et tredje
stalverk i Durgapur (ca. 150 km nordvest for
Calcutta), var bordet duket for internasjonal
kappestrid om hvem som kunne bygge sin fa-
brikk hurtigst, best og mest effektiv.

I Bhilai valgte sovjetrusserne en enklere pro-
duksjonsmetode enn gsine to «konkurrenters,
noe som gjorde at ogsa selve anleggsomkost-
ningene ble lave og maskinene lettere & be-
tjene. Sovjet satte sine fremste eksperter pa
jobben og ydet kreditt pd meget gunstige vil-
kar i forhold til de vestlige land (2,5 % p.a.
over 12 ar og tilbakebetaling i rupees, mens
rentesatsen var 4,5 % til 6,3 9% pa de vestlige
lan og tilbakebetaling skulle skje i konvertibel
valuta).

Russerne hevder at deres anlegg er billigst.
Ifglge de indiske data er de totale omkostnin-
ger ved det engelske verket mindre enn ved
det russiske, mens russerne var villige til &
skaffe mer fremmed valuta.

Bhalai ble ferdigbygget og produserte for full
kapasitet ca. 2 ar for de to andre. Hvilket av
de tre prosjekter som er mest lgnnsomt var
det enna da boken ble skrevet for tidlig & si
noe serlig om. Imidlertid vant Sovjet en stor
propagandaseier fordi de kom tidlig i gang med
sin produksjon og brukte et stort antall indiske
medarbeidere (og relativt fa russere). Sovjet
hadde riktignok noen vansker med innkjor-
ingen av sitt anlegg, men de to andre anleg-
gene hadde langt sterre vansker. Imidlertid
hadde russerne langt flere arbeidsulykker ved
sitt prosjekt.

Det tiltrakk seg stor oppmerksomhet da det
i oktober 1963 kunne eksporteres 12 500 tonn
jernbaneskinner til Sudan fra Bhilai. Det var
den forste eksportsending fra indisk stalindu-
stri.

Russerne hadde lykken med seg til sent i
1964. Da bret to av.smelteovnene sammen.
Dette uhell medforte store tap for anlegget og
la muligens en demper pa den store prestisje
som Bhilai hadde oppnadd.

India bestemte seg for & bygge et fjerde stal-
verk i Bokaro. Dette skulle vere storre enn de
tre forste, og det syntes naturlig at amerika-
nerne ville bygge det. Men til tross for at bade
ambassader J. K. Galbraith og president Ken-
nedy hadde gatt inn for amerikansk finansier-
ing av stalverket, anbefalte en amerikansk
«steel mission» at anlegget ikke skulle finan-
sieres og bygges av U.S.A. Det endte med at



russerne patok seg a4 bygge ogsa dette stal-
verket.

Russerne endret de eksisterende byggeplaner
slik at anlegget ville kreve mindre fremmed
valuta og ville benytte mer av Indias egne res-
surser, f. eks. ved at en rekke maskiner skulle
leveres av en indisk maskinfabrikk i Ranehi.
(Forevrig bygget av russere og tsjekkere.) Det
hadde vist seg vanskelig & finne marked for
tungt utstyr fra fabrikken i Ranchi, slik at be-
stemmelsen om & bruke mest mulig maskiner
fra denne bedrift til Bokaro ga gunstige ring-
virkninger i Indias gkonomi.

Russerne har vert med & bryte ned de vest-
lige oljekarteller i India. Oljen til India ble opp-
rinnelig importert fra Midt-@sten, og oljesel-
skapene regnet seg rikelig profitt. Oljen kostet
India mer enn $ 200 mill. pr. ar i konvertibel
valuta.

I 1960 tilbed russerne olje til India til en pris
som 14 25 cent pr. fat under den eksisterende
pris. Dette tvang selskapene til & sl av prisen
27 cent pr. fat, men likevel godtok India det
russiske tilbud. Da oljeselskapene nektet & raf-
finere og distribuere den russiske oljen, be-
stemte inderne seg for 4 bygge eget raffineri
og distribusjonsapparat. Da det samme hendte
pé Cuba og Ceylon var resultatet her nasjonali-
sering av oljeindustrien.

Etter at vestlige geologer hadde foretatt bor-
inger etter olje i India og ikke funnet noe, kom
russerne etterpd og fant olje pa de samme ste-
dene (dette har hendt ogsa i Britisk Guiana
og Pakistan). Slike hendelser setter de store
oljeselskaper i et noe underlig lys, noe som
ogsd slar tilbake pa vestlig utviklingshjelp i
alminnelighet.

11966 var det atte omrader i India hvor det
ble utvunnet olje, nok til 4 dekke ca. 14 av lan-
dets behov. Fglgende oljeraffinerier er blitt
bygget i India:

Plan- An.
lagt 1 i
Sted Bygger kapasitet °8gs
. (mill. §
(mill. k
tons) omk:.)
Gauhati............... Romania 0,75 32
Barauni............... Sovjet 2,00 76
Koyali ............... Sovjet 2,00 60
Cochin ............... Phillips (US) 2,50 34
Madras og Haldia . .. ... Forskjellige
vestlige
firmaer 2,50 21—25

Som vi ser, dersom vi dividerer anleggsom-
kostninger med planlagt kapasitet, opererer de
kommunistbygde anlegg med store anleggs-
omkostninger pr. tonn i forhold til de to siste.
Dette er blitt sterkt kritisert, og tross billige
lan (2,5 % rente, 7—12 ars tilbakebetaling i
lokal valuta) foler inderne at de ostlige olje-
raffinerier ble noe dyre. Om det 14 en bevisst
prispolitikk bak dette fra Sovjets side med for-

sgk pa 4 utnytte en monopolsituasjon de fra
forst av hadde, er ikke godt & si.

De samlede russiske tilsagn om lan og ga-
ver til India er i alt pa $ 1593 mill. pr. 31.12.
1966, iflg. offentlige amerikanske kilder.

For 4 balansere bildet en smule trekker
Goldman frem endel kritikk som er kommet
frem av den russiske hjelpeaktivitet i India.
Det har ofte hendt at utstyr ikke er kommet
frem i tide, mindre prosjekter er darlig plan-
lagt, og lanene er bundet til utstyr fra Russ-
land — som ofte har veert av mindre bra
kvalitet.

Sovjet har ogsa ydet India militerhjelp. P4
grunn av det spente forhold mellom Pakistan
og India, er denne hjelpen blitt sett pd med
svert ublide oyne av Pakistan. De andre gst-
europeiske land har ogsa ydet India ganske be-
tydelig uhjelp. Offentlige amerikanske kilder
anslar at gaver, lan og tilsagn om lan til India
fra disse land til og med 1966 tilsvarer ca.
$ 345 mill. Mesteparten er kommet fra Tsjek-
koslovakia.

I Sovjet er handel med u-land integrert som
en viktig del av den skonomiske politikk over-
for u-land. Med sine 230 millioner innbyggere
er Sovjet et fristende marked for u-lands ra-
vareeksport, og spesielt i u-land har en veart
tilbgyelig til & tro at prisene pa ravarer i stats-
handelsland vil holde seg mer stabile enn pa
verdensmarkedet.5)

Sovjet har erklert at de har avskaffet toll
pa varer fra u-land, men i et statshandelsland
har jo dette liten mening — da bade impor-
toren og tolleren er en og samme instans.
India er n& Sovjetunionens storste ikke-kom-
munistiske handelspartner. Indisk eksport er
for en stor del brukt til tilbakebetaling av lan.
Dette kan imidlertid heores mer gunstig ut enn
det i virkeligheten er.

Indiske industrivarer som russerne kjoper
inneholder ofte hgy importandel. Dette med-
forer at russerne blir tilbakebetalt i hvert fall
delvis i hard valuta. Det har ofte hendt at
russerne reeksporterer indiske varer pa ver-
densmarkedet — og pa den maten skaffer seg
hird valuta. En slik fremgangsmate vil selv-
folgelig odelegge indiske eksportmuligheter
andre steder.

Afghanistan.

Afghanistan var landet hvor russisk hjelpe-
virksomhet startet. I 1927 bygget Sovjet en
radiotelegraf og-et bomullsspinneri til sin nabo
i ser, skjont det pa dette tidspunkt ikke ble kalt
u-hjelp. I januar 1954 fikk Afghanistan et lan
pa $ 3,5 mill. til en kornsilo og en mglle, og
pa slutten av 1954 et nytt lan pa $ 2,1 mill. til

5) Ifelge en amerikansk undersskelse er dette ikke
riktig. Se Egon Neuberger: Is the USSR superior to
the West as a Market for Primary Products? Review
of Economics and Statistics. Aug. 1964.
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bygging av en asfaltfabrikk for asfaltering av
gatene i Kabul. Begge lanene i 1954 var pa 3 %
p. a. og tilbakebetaling over 8 &r. For Afghani-
stan er Sovjet den storste yter av utviklings-
hjelp. Opp til 1964 var de russiske tilsagn om
lan og gaver til Afghanistan $§ 500 mill. —
sammenlignet med Amerikas $§ 275. Goldman
mener at russerne her forsgker & bevise at de
kan opprettholde meget gode og fredelige for-
bindelser med en nabo og at de kan oppmuntre
til ogkonomisk vekst uten overdreven politisk
innblanding. Det russiske hjelpeprogram i Af-
ghanistan har ogsa vert en suksess, med stort
sett heldige og vel gjennomferte prosjekter.
Det sarpreger prosjektene at de er relativt
store og har tiltrukket seg stor oppmerk-
somhet.

Et storre lan pa $ 100 mill. kom i 1956, hvor
renten var 2 % og tilbakebetalingstiden 30 ar;
altsd meget gunstige betingelser, noe som hen-
ger sammen med Afghanistans darlige til-
bakebetalingsevne. En rekke prosjekter skulle
finansieres ved dette lanet, f.eks. kraftverk,
en elvehavn i Oxus River, tanker for lagring
av olje og en vei gjennom Hindu Kush fjel-
lene. Denne veien ble en stor seier for Sovjet
da den ble apnet i 1964. Den forbinder Kabul
med nordlige deler av landet og er bygd i me-
get vanskelig fjellterreng. For & skaffe lokal
valuta til sine prosjekter ble det ordnet med
lan til innkjep av sovjetrussiske forbruksvarer
som ble solgt pa det lokale marked. Sovjet har
ogsd sendt matvarehjelp som gave i form av
korn og sukker ved feilslatt hest i Afghani-
stan.

Ved geologiske undersgkelser er det funnet
mange oljekilder, som na blir utnyttet.

Russerne patok seg 4 bygge en annen vei pa
425 miles fra Herat til Kandahar, hvor storste-
parten av omkostningene ble dekket i form av
gaver. Denne veien vil mgte en amerikansk-
bygget vei fra Kabul til Kandahar, altsi et stra-
lende — skjont utilsiktet — eksempel pé stor-
maktssamarbeid i et u-land.

Av Afghanistans forste feméarsplan 1956—61
ydet russerne ca. 70 % av det som trengtes i
utenlandsk valuta. Ogsa i andre femérsplaner
var russerne meget med, blant annet med et
atomkraftverk og utbygging og utnytting av
naturgass-leier, hvor avdrag og rente (2,5 %)
betales ved direkte leveranse av gass til Soviet.
Russerne har stort sett vaert meget heldige
med gjennomferingen av sine prosjekter i Af-
ghanistan — i motsetning til amerikanerne,
som har gjort en uheldig figur her. Som et
eksempel pa dette kan nevnes bygging av en
stor, moderne amerikansk-finansiert flyplass i
Kandahar, som matte holdes stengt pad grunn
av at det ikke var mulig & fa regelmessig til-
gang pa fly-brennstoff. Veien som brennstof-
fet skulle fraktes pa ble ferdig lenge etter fly-
plassen. Russerne har i Afghanistan vist evner
til & ta avgjorelser pa stedet m. h.t. prosjekter
og betingelser, mens amerikanerne her synes
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& ha utvist for stor forsiktighet og vist liten
evne til & tilpasse hjelpeprogrammet til den
ogkonomiske situasjon i landet.

Indonesia.

Indonesia har mottatt ganske omfattende
russisk hjelp, bade sivil og militeer, men sjel-
den har vel sd meget penger kastet si lite av
seg. Et lanetilbud pa $ 100 mill. ble gitt i sep-
tember 1956 til 25 % rente med 12 ars til-
bakebetalingstid og en avdragsfri periode pa 3
ar. I tillegg til det kom 12 skip til et samlet
kostende av $ 12,5 mill. Et stalverk som skulle
bygges ble etter indonesisk press lagt til Tji-
legan. Stedet hadde ingen naturlige forutset-
ninger for et stalverk, slik at det matte store
ekstraomkostninger til for bygging av veier og
tilforselslinjer av elektrisk kraft. Russisk ut-
styr ble liggende lenge og ruste i havnen i Dja-
karta fordi byggingsarbeidet ble meget forsin-
ket. Utstyr til en statsfarm for risdyrking viste
seg ubrukbart i Indonesia. En gjodningsfabrikk
i Tjilatjap til § 9 mill. ble bygget etter at under-
sokelser hadde vist at det var rastoff der. Da
driften skulle settes i gang viste det seg at det
likevel ikke var egnet rastoff pa stedet. Pa
grunn av slike uhell og overraskelser var ingen
av de russiske prosjekter som skulle bli bygd
med det forste lanet enna ferdige i 1966.

Selv om man pa russisk hold hadde gjort
nedslaende erfaringer om arbeidet i Indonesia
ble det innvilget et nytt 1an pa $ 250 mill. i
1960. Pengene skulle bl. a. brukes til en atom-
reaktor (ca. $§ 2 mill.), geologiske undersokel-
ser ($§ 3 mill.), stalverk ($ 166 mill.), gjed-
ningfabrikker, hydroelektriske kraftverk og
aluminiumsverk ($ 120 mill.). De eneste rus-
sisk-finansierte prosjekter som er fullfert er et
oseanografisk forskningsinstitutt til § 5 mill.,
et kjempestort idrettsanlegg til $ 12,5 mill. og
atomreaktoren til § 2 mill. I tillegg til sivile
lan har Indonesia mottatt store mengder mili-
teert utstyr fra Russland.

Kina har gitt Indonesia lofte om hjelp for
ca. § 100 mill., men alt de hittil har levert er
ris og tekstilartikler til en verdi av mellom
$ 11 mill. og $ 26,5 mill. Andre gst-europeiske
land har ogsa veert involvert i Indonesia. @st-
tyskerne har f. eks. bygd sukkerraffineri og til-
budt & bygge trykkerier. Tsjekkerne har full-
fort en dekkfabrikk og et sukkerraffineri. Men
uvanlig mange av de anlegg som er planlagt
er enten bare halvferdige eller fremdeles pa
tegnebrettet. Blant annet fordi si lite kom ut
av investeringene har det vert vanskelig for
Indonesia & tilbakebetale renter og avdrag.

De problemer som russerne har mgtt i Indo-
nesia er delvis de samme som andre har mett.
Amerikanerne har imidlertid hatt noen vel-
lykkede prosjekter her, men disse er bygget
med relativt liten innsats fra Indonesias side.
Dette viser at en metode som virker godt i ett
u-land ikke behgver & virke godt i et annet.



Andre land.

Som det fremgéar av tabellen har Sovjet-
Samveldet ydet tilsagn om hjelp ogsa til mange
andre utviklingsland. I flere asiatiske og afri-
kanske land har russerne mott betydelig «kon-
kurranses fra Kina, som ogsd vil vere med
i kapplopet om u-landenes gunst. (Jfr. f.eks.
Nepal, Kambodja, Ceylon, Kongo Br., Tanza-
nia.)

Nasjoner med regimer som betraktes som
«progressive» har mottatt relativt store hjelpe-
tilsagn fra Sovjet. Dette gjelder land som
Algerie, Syria og Irak.

I Latin-Amerika har russisk bistandsvirk-
somhet veert forholdsvis beskieden. I stedet
har det veaert gjort fremstot pa handelsfronten.
Et bestemt monster synes 4 danne seg nar
det gjelder Sovjets handelspolitikk overfor
mange u-land, et menster vi sannsynligvis i
mange tilfelle ogsa vil kunne finne dersom vi
undersgkte andre store nasjoners handelspoli-
tikk overfor mindre land. Sovjet kjoper store
mengder av et lands eksportvarer og betaler
med konvertibel valuta. Néar eksportlandet sy-
nes & veare blitt avhengig av det russiske mar-
ked, forsgker Sovjet & overtale det til & ta rus-
siske varer i bytte. Dersom u-landene ikke fin-
ner andre markeder for sin eksport, blir de
nedt til & kjope russiske varer, selv om andre
importvarer hadde vaert mer hensiktsmessige.
P4 denne maten blir de gjort mer og mer av-
hengige av Sovjet i sin handel. Dette monster
kan en finne igien for flere land i Latin-
Amerika, selv om ingen av disse land kan sies
& veere blitt «avhengige»> av det russiske
marked.

Hvilke motiver ligger bak,
og hva har Sovjet oppnadd ved sin u-hjelp?

Det er bade gkonomiske, humanitere og po-
litiske motiver som ligger bak den russiske
u-hjelp, mener Goldman. Hva som gr mest av-
gjorende i hvert enkelt tilfelle er ofte vanskelig
4 bringe pa det rene. Imidlertid er det klart at
en eller annen form for gkonomisk vinning —
pa kortere eller lengere sikt — har vert en
meget viktig motivasjon i de fleste tilfelle
hvor russerne har ydet u-hjelp. Da Sovjet for
alvor tok opp forbindelsen med utviklingsland
i 1954, var det opplagt av stor betydning at de
pa lengre sikt hapet & kunne opparbeide mar-
keder for sin gkende industri-produksjon, samt
at de onsket & sikre seg tilfersler av nedven-
dige ravarer fra disse land, som gummi, kop-
per, tinn, kakao, sukker. Da handelsforbindel-
sene med Kina ble sterkt beskaret i 1960, ble
avsetningsproblemet aksentuert. Det var ikke
lett & fa utviklingsland til 4 kjope russiske in-
dustrivarer da det tradisjonelt var vestlige land
som var leveranderer av disse varer. For &
komme inn pa disse markeder har russerne

da ofte benyttet seg av & yte bundne lan og &
inngd omfattende varebytteavtaler.

Goldman mener at en skal huske pa at ogsa
Sovjet gir hjelp ut fra rene humanitere moti-
ver og at en derfor ikke alltid ma lete etter
handelspolitiske eller politiske grunner.

I den utstrekning den er politisk motivert
tar Sovjets u-hjelp forst og fremst sikte pa &
fremme nasjonen Sovjets innflytelse i disse
land, samtidig som det ogsa gir regjeringen
prestisje innenlands & hjelpe de fattige na-
sjoner.

Det gjelder for russerne & skape en motvekt
mot amerikansk og vestlig innflytelse i utvik-
lingslandene. Deres prioritering er mer influert
av om mottakerlandet er anti-vestlig enn av
om det i sin innenrikspolitikk er prokommu-
nistisk. Regimer med sterk anti-vestlig hold-
ning, som f.eks. Egypt og Irak, har mottatt
store belep i sovjetrussisk hielp, selv om det
kommunistiske parti er forbudt i disse landene.

Etter at de kinesisk-russiske vennskap hadde
kjolnet, var det tydelig at u-hjelp ble brukt bade
av Kina og Sovjet for a utbre nasjonal prestisje
pa den annen parts bekostning. Seerlig foran
det afro-asiatiske toppmete som skulle holdes
i Algerie i 1965, var det tydelig hvorledes Kina
og Sovjet kjempet om u-lands stette ved & til-
by lan og gaver. Striden sto her om hvorvidt
Sovjet skulle fa rett til 4 delta pa dette motet
eller ikke.

Som vi har sett har denne konkurransen
mellom de to store kommunistmaktene ser-
lig funnet sted i Asia, men den er ogsa merk-
bar i flere afrikanske land. (Kinesiske lanetil-
sagn overgar russernes i Kongo (Brazzaville),
Kenya og Tanzania.)

Kineserne prover i sin propaganda ofte & mis-
tenkeliggjore russerne som ydere av hjelp til
u-land, og stiller dem i klasse med ameri-
kanerne og «andre imperialisters. De hevder at
afro-asiater ma stole pa egne krefter i sin gko-
nomiske utvikling. Til dette er russerne snare
til & minne kineserne om hva de selv har mot-
tatt, og til dette kan russerne papeke at av 108
prosjekter som kineserne har startet, er bare
10 ferdigbygde (midten av 1964), og siden da
er ikke sveaert meget blitt gjort fra kinesernes
side.

Det er klart at Kina prever a gjore Russland
rangen stridig som givernasjon. Kina har
manifestert sitt nerver i mange u-land og
vist at det akter 4 konkurrere med russerne
og andre om innflytelse i disse land, selvom
kineserne ennd ikke har maktet & bygge ferdig
sa mange prosjekter. Lofter om kinesisk hjelp
vurderes derfor kanskje ikke lenger s& hoyt
av u-landene.

Goldman mener at det russiske hjelpepro-
gram uten tvil har gskaffet Sovjetsamveldet
som nasjon mange venner blant landene i den
tredje verden og oket dets internasjonale pre-
stisje atskillig. Tilbakebetaling av de sovjetiske
lan begynner imidlertid & bli et problem for
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mange land. Militert utstyr og investeringer
i kjempe-idrettsanlegg, statuer o.1l. kaster lite
av seg i form av ekonomisk gevinst og legger
beslag pa sparsomme ressurser nar det en dag
skal betales for disse anskaffelser. Land som
har store investeringer til slike formé&l har de
storste tilbakebetalingsvansker overfor Sovijet.

Russerne har i flere land bygd nekkelpro-
sjekter med stor betydning for den videre gko-
nomiske utvikling i landene. Disse prosjekter
er forst og fremst innen industrisektoren. Det
har hendt at deres byggemetoder apenbart er
enklere og billigere enn den som vestlige land
ville benytte (Aswan). Disse store ngkkelpro-
sjekter er ofte rene mensteranlegg som admi-
nistreres og drives med stor effektivitet. Det
virker som de er tenkt 4 veere reklamevindu
for russisk u-hielp og russisk teknologi overfor
hele verden. Det er tydelig at disse «reklame-
prosjektene» har hey prioritet innen det rus-
siske u-hjelpeprogram, mens prosjekter med
lavere prioritet pa langt neer viser de samme
stralende resultater.

Hva som avgijer hvilken prioritet et prosijekt
skal ha, nevner ikke Goldman noe om, men
det er vel rimelig & anta at de prosjekter som
ventes 4 gi heyest politisk og/eller gkonomisk
avkastning i en eller annen forstand, vil bli
gitt hayest prioritet.

Russerne har en smidig u-hijelpsadministra-
sjon, som gjor det mulig pa kort varsel & ga
inn for et prosjekt dersom det av politiske eller
andre grunner synes gnskelig. Da franskmen-
nene trakk seg ut av Guinea, kunne russerne
f.eks. s& & si omgdende sende tilsagn om bi-
stand til Conakry. Denne smidighet gier det
mulig & f& sterre reklameeffekt ut av de mid-
ler som ytes i u-hjelp da den kan settes inn pa
det psykologisk riktige tidspunkt. Goldman
mener at Vesten, og serlig amerikanerne, har
meget & lere av russerne nar det gjelder & ta
hurtige avgjorelser i forbindelse med et pro-
siekt. Den amerikanske fremgangsméate er
ofte for besverlig og tidkrevende og kan virke
irriterende i mange u-land.

Russerne har gjort meget for a gke kunn-
skapsnivaet i de land hvor de har hatt prosiek-
ter gdende. Mange ungdommer fra disse land
har fatt teknisk opplering ved de bedrifter som
er anlagt, og mange studenter fra u-land far
teknisk og annen opplering i Sovjet. Det er
en kjent sak at Sovjet har hatt uheldig erfar-
ing med mange studenter som er gitt utdan-
nelse f.eks. i Moskva (mange kommer tilbake
som motstandere av det kommunistiske sy-
stem), men Goldman mener at Sovjet ved sitt
utdanningsprogram har overfert en stor meng-
de kunnskap til u-landene, som er av stor be-
tydning for deres gkonomiske vekst.

Det storste Sovjet hittil har oppnadd ved sitt
hjelpeprogram er a gke interessen for utvik-
lingshjelp i andre givernasjoner, sier Goldman.
Som felge av at russerne begynte & sgke inn-
pass i den tredje verden ved kapitaloverforin-
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ger, handelsavtaler, etc., syntes szrlig ameri-
kanerne (og senere kineserne) at de ma folge
opp denne utfordring ved & yte mer i u-hjelp.
Dette virker kanskje igjen tilbake pa den sov-
jetiske u-hjelps omfang. Som et eksempel nev-
nes India, hvor amerikanske kapitaloverforin-
ger i 1951 var pa $ 4.5 mill. — gket til § 87
mill. i 1954 og over $ 100 mill. i 1959. Ameri-
kanske offentlige netto-overferinger til India
14 gjennomsnittlig pa ca. $ 650 mill. pr. ar i
perioden 1960—65 ifglge DAC-statistikk.

Sovjets utviklingshjelp har ogsd gjort noy-
tralitet til et mulig alternativ for utviklings-
landene. Disse land er ikke lenger utelukkende
avhengige av Vesten for & fa tilfert utenlandsk
kapital for sin gkonomiske utvikling og finne
avsetningsmuligheter for sin eksport. Dette
gjor det mulig for dem & fore en mer selv-
stendig politikk — bade uten- og innenriks —
og de fleste u-land har da ogsd erklert seg
«ngytrale»> i striden mellom ost og vest.

Imidlertid har selvfelgelig ikke russerne
greid seg helt uten & gjore mistak i gjennom-
foringen av sitt u-hjelpprogram. Flere av de
mest uproduktive investeringene, slik som de
kostbare idrettsanleggene i Guinea, Mali og In-
donesia, har fort til at klagende roster har
reist seg i disse land over darlig radgivning
fra russernes side. Prosjekter som ikke har
topp-prioritering tar lang tid pa & bli ferdige.
For disse prosiekter hender det ofte at ned-
vendige materialer ikke kommer frem tids-
nok, er av darlig kvalitet eller blir det ved dar-
lig lagring.

Sovijet legger som for nevnt, serlig vekt pa
industrireising ved sin u-hjelppolitikk.¢)

Mange av de industrianlegg Sovjet har byg-
get synes imidlertid 4 veere altfor store i for-
hold til den etterspgrsel produktene fra disse
anlegg kan ventes a fi. Russerne har en ten-
dens til & bygge fabrikker mer etter forhol-
dene i Sovijet enn etter forholdene i et utvik-
lingsland. Dette mener Goldman henger sam-
men med at de ikke regner renten som en
omkostning ved kapitalanvendelse pa samme
mate som vestlige land. De regner som regel
en laneavgift pa 2,5 %, men dette tilsvarer ikke
den vanlige rente. Nar kapitalen er «gratis»,
fristes planleggeren til 4 lage for store anlegg.

I det siste har det imidlertid veert tendenser
til at rentesatsen pi russiske lan til u-land har
vaert okende. Dette henger sammen med de
gkonomiske reformer som finner sted i Sovjet
selv.

Goldman finner det nyttelgst & prove & finne

6) (Ifolge russiske kilder gjengitt i O.E.C.D.-doku-
ment DD/TC/5237, mars 1967, er det folgende fordeling
av russisk u-hjelp:

Industri og geologiske undersgkelser 71 9%
Jordbruk (inklusive irrigasjon) T %
Transport og kommunikasjon 9 %
Utdannelse, kultur, idretts- og helsevesen 4 9%
Andre 9 %)



ut hvem som knytter flest betingelser ved sin
u-hjelp, @Ost eller Vest. Han sier: «No country
likes to spend large sums of money for the
benefit of another country only to see the
recipient refuse to follow advice».

Imidlertid gar han inn for at Vesten ber inn-
ta en mer positiv holdning overfor Sovjets u-
hjelp. Denne bistand medvirker tross alt til
gkonomisk fremgang i de land den kommer
tilgode, og det er en vanlig oppfatning i de
vestlige land at jo rikere et land blir, jo mindre
sannsynlig er det at det vil bli kommunistisk.

Dersom et land ikke skulle lykkes i & skape
en si hurtig ekonomisk vekst som det hadde
hapet, er det da flere radgivernasjoner som vil
matte pata seg «skylden» for dette. Dessuten
kan det virke heldig for mottakerlandet at flere

parter konkurrerer om dets gunst ved & yte
utviklingshjelp. Dermed kan en anta at giver-
volumet blir storre og at de konkurrerende par-
ter virkelig vil ga inn for 4 gjore en best mulig
jobb.

Til den sparsomme litteratur som finnes om
Sovjets u-hjelp er Goldmans bok et nyttig bi-
drag, selv om den mange steder synes temme-
lig tendensigs. Mange data som er benyttet er
kanskje litt gamle, men pa grunn av at opplys-
ningene ofte er si vanskelig & fa fatt pa, kan
en kanskje ikke vente & fa helt fersk informa-
sjon. Det har heller ikke lykkes Goldman &
finne frem til neyaktige tall for hvor meget
russerne virkelig utbetaler eller yter i u-hjelp
hvert ar. Dette er forelppig russernes egen
hemmelighet.

Tabell: USA, Kina og Sovjetsamveldets tilsagn om utviklingshjelp 1946—19661) til utvalgte land.
(Alle tall i millioner dollar)

U.S. A. Kina Sovjetsamveldet
total | aMatfor | g Lén og Lan Gaver
Afghanistan ..................... 295 84 154 28 377 150
Algeria . ........ . i, 162 158 4 55—60 228
Argentina ............. ... ... 711 18 10 100
Brasil ......... .. .. o i 2 518 603 112 100
Burma...........cooiiiiiiiiii., 111 46 26 84—88 10—15
Kambodja ....................... 256 3 253 556—60 12 6
Ceylon .......... ..o, 91 68 16 31—41 30
Kongo (Br.) .......... ..o 4 2 25 9
Etiopia ... 150 15 68 100 2
Ghana .............ccooiiii.... 166 7 9 42 82
Guinea ........... ... il 69 27 35 32 61—85
India ...........co i 5 882 2753 385 8062)
Indonesia ...............oiiL.. 1345 289 222 100—108 367—375
Iran ... 837 113 379 39
Irak ... 53 25 19 183
Kenya ......... ..., 36 14 17 18—28 3
Laos ... 419 4 415 3) 4
Mali ..........ciiiiiiiii... 14 1 10 20 61
Marokko . .....iiii i 484 162 19 3)
Nepal ... i, 86 44 37 43—171 3 11
Pakistan ........... ... ... ... 2 937 1097 638 90 80—100
Senegal ............ ... . ... 17 6 7 7
Somalia ............. .. ... .. .. ... 47 7 32 23 52
Sudan ............ .. ... oL, 89 18 55 22
Syria ... 83 63 2 16—20 237
Tanzania.................coouen.. 44 18 9 43 42
Tunis ..., 449 213 110 29
Tyrkia ...t 2120 419 938 168—178
UAR. . 1081 851 68 85 821
Uganda ...............covvnint. 17 1 11 15 16
Yemen ...............o0iiiia., 39 10 29 44—49 92
Zambia ... 24 3 0,5
Total ......... ..., 20 636 7167 4 094 859—938 4 141—4 208 169

Kilde: Goldmans bok.
1) Tall for U.S.A. til midten av 1965.

2) I tillegg kommer $ 800 mill. som det er gitt tilsagn om for den fjerde femarsplan.

3) Sterrelse ukjent.
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I. Efficiency Concepts.

1. The term «efficiency» does not seem to
have a unique, generally accepted meaning, A
few words about the meanings of this term
may, therefore, be a suitable introduction to
this paper.

2. If we have a process in which one single
type of output is produced by one single type
of input, the number of input units needed to
produce one unit of output constitutes a mea-
sure of what may be termed the technical
efficiency of the process.

3. If one singel type of output is produced by
more than one input factor, similar measures
of technical efficiency can be established by
relating output to the input of each factor.
However, the value of each of these measures
will depend on the actual input of other factors,
none of them providing valid information
about the efficiency of the process as a whole.

4. This «total» efficiency can only be measured
if the values of all input factors can be reduced
to a common denominator by the help of input
prices or other general value indicators. By
relating output to the total value of inputs, we
obtain a measure of economic efficiency. In
economic terms, this measure corresponds to
unit costs.

5. If more than one type of output is produced
by more than one type of input, unit costs can

1) Utarbeidet for en OECD-konferanse om «Budge-
ting, Programme Analysis and Cost-Effectivewess in
Educations, Paris, April 1968.

BY KJELL EIDE

Some Financial Instruments and
tiiciency Incentives
in Educational Policy?

be estimated for each type of output. However,
such partial efficiency measures are not suffi-
cient to describe the efficiency of the process
as a whole. The values of various types of out-
put must be reduced to a common denomina-
tor by the help of output prices or other general
value indicators. Total output in this sense may
then be related to total input, thus providing
another economic efficiency measure. In eco-
nomic terms, this measure is closely related
to the concept of profitability.

6. In this paper, we shall be concerned with the
two latter types of (economic) efficiency, rele-
vant to processes with one-dimensional and
multi-dimensional objectives functions respec-
tively.

7. With efficiency concepts thus defined, in-
creased efficiency can only be obtained through
a more optimal composition of input factors.
If the process involves interactions between
several individuals or organizational units, in-
creased efficiency implies that the behaviour
of individual bodies participating in the process
should show a higher degree of consistency
with its objective(s).

Il. Instruments and Incentives.

8. Changing the behaviour of individual bodies
participating in a process means changing the
premises upon which the decisions of such
bodies are made. Measures intended to cause
such changes will here be termed «policy in-
struments». To the extent that the use of such
policy instruments causes a more optimal com-
position of input factors, thus increasing effi-
ciency, we shall say that they act as «efficiency
incentives».
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9. Policy instruments may, of course, also be
used in order to influence the total scale of the
process, without changing the composition of
input factors, or even causing a less optimal
composition of such factors. In this case, policy
instruments do not act as efficiency incen-
tives.1)

10. Within the administrative process, quest-
ions related to policy instruments may appear
to belong exclusively to the field of policy im-
plementation. In practice, however, the avail-
ability of adequate policy instruments is essen-
tial to the kind of planning assumed to preceed
policy decisions. Failure to realize this has led
to the lack of any real impact of many plans.
Checking the consistency of desired courses of
action with the policy instruments likely to be
at hand is, in fact, a basic feature of the plan-
ning process.

11. Roughly speaking, policy instruments can
be grouped under three headings: legal instru-
ments, financial instruments and informative
instruments.

12. In traditional public administration, legal
instruments tend to be given a dominant role.
An essential characteristic of such instruments
is that they appear to offer possibilities for fix-
ing exactly the immediate consequences of
public intervention. Their drawbacks stem
from lack of selectivity and flexibility. Often
the use of legal instruments is felt as a sub-
stantial restriction of freedom of action, con-
sequently they usually have to be accompanied
by extensive controls.

13. Financial instruments can be made more
flexible than legal instruments, influencing the
behaviour of individuals without reducing their
freedom of action to the same extent. Norm-
ally, controls are also less complicated. On the
other hand, the impact of such instruments is
often assumed to be more uncertain.

14. Informative instruments have not played
a major role in traditional administration.
Their impact is, of course, thought to be even
more uncertain than that of financial instru-
ments. They are, however, usually inexpensive
and create less psychological resistance. Nor do
they call for controls, although follow up studies
would normally be desirable.

15. In terms of organization theory, the three
types of policy instruments correspond to diffe-
rent ways of exerting authority. However, if
the efficiency of various forms of authority is
measured by their final impact upon behaviour,
empirical evidence underlying organization
theory points towards less simple conclusions

22

than those indicated above. Legal instruments
may, in certain cases, be practically without
any effect, while the use of financial or infor-
mation instruments may be an indispensable
condition for policy implementation.

16. This is partly explained by the fact that the
different ways of exerting authority are close-
ly related to the distribution of decision-mak-
ing power. A shift from legal to financial in-
struments is often — though not necessarily
— associated with delegation of more authori-
ty to lower levels of a decision-making hier-
archy. A further shift to information instru-
ments would normally be regarded as another
major step in the same direction.

17. It should then be borne in mind, that the
«sum of authority» is mot constant. Increased
rationality within an organization as a whole, in
relation to its general objectives, can logically
be interpreted as an increase in the total
amount of authority. Thus an increase in au-
thority at lower levels may go well with main-
tenance of authority at the top level, the only
loser being pure chance. Planning, in fact,
draws its strongest rationale from this.

18. Efficient administration is based upon a
carefully worked out interplay between the
three above-mentioned types of policy instru-
ments. To some extent they are complemen-
tary, in the sense that financial measures often
reinforce legal instruments, while informative
instruments may reinforce both legal and
financial measures.

19. At the same time, one type of policy in-
strument may to a considerable extent be sub-
stituted for another. By and large, the trend in
traditional public administration seems to be
towards more extensive use of financial and
informative instruments, possibly combined
with an actual reduction in the use of legal
instruments.2)

20. The following discussion of the potential
use of financial instruments as a main steer-
ing mechanism in certain fields of policy must
be viewed against this background. The main
alternatives in those cases imply either more
extensive use of legal instruments for policy
implementation, or a basic change of policy. In
this context, informative instruments are
mainly thought of as possible means of rein-
forcing the financial measures in question.

1) Although in the latter case, a policy instrument
may be said to act as a megative efficiency incentive.

2) See for instance Eide: «The Planning Process»,
Proceedings of the Phi Delta Kappa Conference on
Educational Planning in Minneapolis, November 1967.



lll. Some Basic Features of
Financial Policy Instruments.

21. The most frequently used of all financial
instruments is the subsidy, and we shall here
mainly deal with this instrument. Before go-
ing further into cases of actual application, we
need, however, to recapitulate certain elemen-
tary rules3) connected with the use of sub-
sidies.

22. The first such rule of this kind is that, by
lowering prices, subsidies tend to cause a gene-
ral increase in the amount demanded, and the
demand for the subsidiced goods in particular
on the part of those benefiting from the sub-
sidies.

23. Consequently subsidies tend — at least
relatively speaking — to twist the demand of
the beneficiaries from non-subsidiced to sub-
sidiced goods. The choice of goods to be sub-
sidiced is therefore, a basic priority decision.

24. The demand functions of different bene-
ficiaries vary widely. Consequently, the same
subsidy will not have the same effect on their
behaviour. If a similar effect on all benefici-
aries is desired, subsidies must be differentia-
ted according to the circumstances of individual
beneficiaries.4)

25. Strongly differentiated subsidies may
mean that actual prices become very low for
some beneficiaries, . thus increasing the risk
for excessive use of resources. A way of avoid-
ing this is to limit the subsidies to given con-
sumption quotas for each beneficiary. Demand
beyond these quotas would then have to be paid
at the full price. This form of subsidy, there-
fore, tends to make demand approach the limit
beyond which the subsidy no longer applies.

26. Subsidies based upon standard costs imply
a premium on actual expenditure below the
chosen standard and a penalty for expenditure
above the standard level. Consequently, this
form of subsidy acts as a general disincentive
to reduced demand.

27. All the above-mentioned «ruless are well
known from elementary economic theory. Sti-
mulating demand, twisting demand, <«harmo-
nizing» individual demand functions, and ope-
rating double markets (rationing), all these
have been extensively dealt with. However,
there may still be aspects of these subjects
related to the use of financial policy instru-
ments which have not been fully explored.

28. Before embarking upon such an explora-
tion, we may state explicitly one more elemen-
tary «rule» of economics, or perhaps rather of
general logic: If we want to achieve a certain

number of non-identical objectives, we need at
least the same number of non-identical policy
instruments. This may appear obvious. How-
ever, the actual application of financial instru-
ments provides an abundance of examples of
violation of this rule, at least if we take serious-
ly the wide range of policy objectives to which
lip service is being paid.

B. CENTRAL GOVERNMENT
SUBSIDIES TO LOCAL
AUTHORITIES

. Case Description.

29. In the first case chosen for examination5),
we assume that financial instruments serve
one particular objective,6) thus making our
analysis an illustration of the use of financial
instruments in a process with a one-dimen-
sional objectives function (cfr. paragraph 6
above). Our prime purpose is to study the ex-
tent to which this objective can be left to finan-
cial instruments alone, or to what extent legal
instruments have to be maintained.

30. The policy objective for consideration may
be formulated as follows:
The same quality of educational supply in
all parts of the country.
As an additional constraint, we shall assume
that the total «amount» of education?) is to
be «rights according to central government
views.

31. The analysis is restricted to compulsory
education. As a further simplification, we shall
only deal with subsidies to local authorities
related to the current costs of schools. Thus
private costs and public expenditure for capital
investment, transportation, accomodation and
other transfers to individuals are excluded.
These limitations have been adopted for prac-
tical reasons, since they save us from a number

3) These rules should not be regarded as absolute.
There are exceptions well known from economic theo-
ry, e.g. cases of positive correlation between price and
demand. Such exceptions, however, should not be of
major concern in this context.

4) When subsidies are used as an instrument of educa-
tional policy, the attempt to achieve the same behavi-
oural effect on all beneficiaries is often related to the
concept of «equal opportunitys.

5) In general terms, the case examined here corre-
sponds to the actual situation for compulsory educa-
tion in Norway.

6) Several other objectives do, of course, exist, the
assumption in this context being that they should be
served by other policy instruments.

7) The total «amounty» of education is in this context

assumed to imply its quality level as well as its quanti-
tative aspects.
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of problems of secondary importance in this
context. In principle, however, the following
analysis could have been applied to all types of
educational costs.

32. In our case, the initial situation is charac-

terized by the following use of policy instru-

ments by central government:
Subsidies are given to local authorities accor-
ding to their actual expenditures on teachers’
salaries and to their fiscal capacity, the pro-
portion of teacher salaries covered by sub-
sidies varying from 25 9, to 85 %.
The main factors determining the input of
teacher services, such as the number of
hours taught in full class, extra hours taught,
class size, teaching obligations, teacher quali-
fications, teacher salaries etc. are regulated
by legal means. Minimum limits are usually
stated in strict legal terms, while maximum
limits of the input of teacher services are
often set in terms of quotas for subsidy, thus
making use of the principle of «double mar-
kets».8)

33. Generally speaking, the total amount of
education offered is mainly determined
through legal measures. Only in a few cases
(hours taught in full class, school size) are
local decisions significantly influenced by fi-
nancial instruments, and then usually within
legally defined min./max. limits.

34. Equality of education is more strongly in-
fluenced by financial measures, but legal in-
struments also play an important role in this
respect, mainly through the definition of mini-
mum requirements.

Il. Evaluation of the Present Subsidy System.

35. A critical examination of the steering me-
chanisms outlined above, bearing in mind the
«rules» connected with subsidies, leads to the
following conclusions:

36. Differentiated subsidies to local authorities
according to expenditures on education imply a
policy of stronger emphasis on equality in the
supply of education than in the supply of other
public services by local authorities. This twist-
ing of the demand of local authorities towards
education follows from general government
ideas about the «right» amount of education,
based at least partly upon assumptions concern-
ing the «external economies» arising from ac-
tivities in this sector.

37. The fact that government subsidies are
tied to only a part of the educational expendi-
tures of local authorities reduces the possible
scope of differentiation according to fiscal ca-
pacity. The actual range of the subsidy for
teacher salaries — 25 % to 85 % — is very
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wide, approaching at the one end a situation in
which the subsidy means little in terms of
price reduction, and at the other end a situa-
tion in which local authorities can have teacher
services free of charge.?) However, in relation
to the total current costs of education, the
maximum subsidy may still not be sufficient
to outweigh differences in fiscal capacity. The
restricted basis for the subsidy — chosen for
practical reasons of control — may thus be
irrational in relation to the equality ob-
jective.10)

38. Furthermore, the choice of teacher salaries
as the basis for subsidy tends to twist the de-
mand of local authorities towards this parti-
cular kind of educational input. Legal measures
may limit the extent to which this demand is
effectuated. It seems likely, however, that the
present subsidy system does not encourage a
more rational exploitation by local authorities
of all possibilities for replacing teachers by
other, unsubsidized types of inputs.

39. It is, of course, conceivable that the central
government could attach higher priorities to
certain types of educational input than local
authorities tend to do. This would then justify
a selective basis for subsidy. There is no reason
to believe, however, that such a difference in
priorities do exist as regards teachers in our
particular case. The twisting of local authority
demand thus tends to create irrational be-
haviour.

40. In another respect, however, central govern-
ment may actually have a different priority
as regards educational inputs than would usu-
ally be the case with local authorities. It may
be more aware of the fact that in most fields
of education, particularly at the higher levels,
the input of pupils’ time is an essential factor
in education. To society, the cost connected
with this factor may be substantian,11) but to
local school authorities it may appear to be nil.
The twisting of demand arising from this may
cause an excessive use of pupils’ time, and a
suboptimal use of other resources. From this

8) These legal regulations are more or less «water-
tighty, both in terms of a certain amount of legally
admitted local freedom, and in terms of possibilities
for minor «illegal» deviations escaping control.

9) The fact that teachers pay about 20 9% of their
salary in taxes to the local authorities, indicates that
maximum subsidy in fact more than covers actual
teacher costs.

10) Data on differences in fiscal capacity between lo-
cal authorities in Norway indicate that this is actually
the case.

11) The cost of pupils’ time is, in fact, the biggest
cost item at all levels in education above minimum
working age.
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situation emerges another part of the rationale
for central government subsidies to local au-
thorities in order to achieve the «right» amount
of education.

41. The final critisism we shall raise against
the present subsidy system concerns the rela-
ting of subsidies to the actual expenditure on
teachers’ salaries. In such a system, local
authorities with high levels of subsidy have
very little incentive to achieve an effective
utilization of teachers within the limits set by
legal regulations. In fact, the present system
seems to exert a constant pressure upon those
regulations.

42. Some of the problems involved in the pre-
sent subsidy system can easily be solved.
Choosing total current expenditures as the
basis for subsidies would, for instance, both
provide for a wider range of subsidy diffe-
rentiation and remove the irrational twisting
of local authority demand for different types
of resources. Should the need arise for the cen-
tral government to attach special priorities to
the use of particular types of resources, it
could always be met through a further diffe-
rentiation of subsidies by type.

43. As mentioned above, problems related to
the measuring and control of total current ex-
penditures are raised by the suggested shift of
basis for the subsidies. However, by and large,
these problems can be solved through the in-
troduction of standard costs as a basis for sub-
sidy. There would still be statistical problems
involved in the collection of data needed for
choosing the level of standard costs. However,
since standard costs do not have to be defined
in terms of actually observed costs — e.g. the
present average — the statistical requirements
should not be overestimated.

44. Basing subsidies upon standard costs also
solves the problem of excessive demand due
to a low price. It would introduce a general
incentive for local authorities for cost reduc-
tions, at least if the minimum level of sub-
sidy were not too low.

45. It still remains to be examined to what
extent such a system of financial instruments
as indicated above can be subsituted for pre-
sent legal regulations. The main issue involved
in this context is the loss of selectivity implied
both by the application of standard costs and
by the abolition of legal regulations.

Ill. Standard Costs as the Basis for Subsidies.

46. As a starting point, we shall assume that
standard costs are calculated on the basis of
chosen standard inputs of all major cost fac-
tors. To a great extent, those standards are
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defined in real terms by the present system
of legal requirements.

47. As long as actual expenditures constitute
the basis for subsidies, cost variations due tc
the different conditions of individual local
authorities are automatically taken into ac-
count. Standard costs as basis for subsidies
mean that such variations are disregarded. Yet
to a great extent, such variations arise from
cirrumstances heyond the control of local
authorities. The loss of selectivity implied by
the use of standard costs may thus lead to a
less optimal composition of inputs by local
autorities, and consenuently reduced efficiency
in relation to the given objective.

48. In order to judge the extent to which this
is the case, fairly detailed knowledge of the
actual cost structure is needed.!?) For each
maior cost factor, the range of actual varia-
tions should be estimated, and the degree of
local control of such variations should be ex-
amined. In addition, the extent to which vari-
ous fartors are correlated, is of major interest
in this context.

49. As a somewhat simplified illustration, we
shall here only examine the following major
cost factors:

Total number of punils.

Grade distribution of pupils.

Hours -taught in full class.

Extra hours.

Class size.

Teacher salaries.

Purchase of goods and services.
In addition. We shall look into the consequences
of variations in the fiscal capacity of local
authorities.

50. The total number of pupils is clearly a fac-
tor which cannot be disregarded when the basis
for subsidies is determined. The minimum
size of a primary school in Norway is 6 punils,
while the biggest schools have more than 1 000
punils. As regards local authorities, the number
of pupils in compulsory education within their
districts varies from less than 100 to more
than 60 000, due to reasons clearly beyond their
control. Undere such circumstances a useful
standard costs consept must obviously take the
total number of pupils into account.

51. The grade distribution of pupils is relevant
to the extent costs vary according to grade,
and the grade distribution varies from one local
authority to another. The average annual cost

12) In the Norwegian case, detailed cost models have
been worked out for primary and secondary education.
For an illustration of certain aspects of such models,
see K. Eide «The Demand for and Supply of Teachers.
A Case Study in the Application of Teacher Demand
and Supply Models in Norway.» OECD document, 1967.



ser pupil ranges from 1600—1700 kr. in the
owest grades to nearly 4000 kr. in the 9th
srade. However, since we are concerned with
:ompulsory education, the distribution of pupils
iccording to grades varies much less. Signifi-
:ant deviations from the average are mainly
‘ound in areas with declining population (agri-
wltural and fishery districts), with relatively
nany pupils in the lower grades, and in areas
vith rapidly growing population (suburban di-
stricts), with relatively many pupils in the
ipper grades. Obviously, local authorities have
10 means for manipulating this distribution.

52. Deviations from the average grade distri-
sution are closely correlated with variations in
fiscal capacity. Disregarding such deviations,
1as therefore, an effect similar to that of a
zertain differentiation of subsidies according
.0 fiscal capacity. The extent of this differen-
:iation can be fairly accurately estimated.

33. At present, the number of hours taught in
full class varies from 2014 to 26 hours per week
in grades 1 to 6, depending upon decisions by
ocal authorities. According to the new nine-
year comprehensive school Act, this span will
se reduced to 2114—2414 hours. For the grades
7 to 9 there will be no variations in the number
>f hours taught in full class.

34. Since local authorities can regulate, within
imits, the number of hours taught, the intro-
Juction of standard costs as the basis for sub-
sidies may lead to a reduced use of this input
factor. Whether the result will be a loss in effi-
iency depends upon the possible substitution
)f this factor by other input factors with at
east an equally high marginal productivity.

35. The actual variations likely to remain in
the number of hours taught in full class — will
presumably be strongly correlated with the fis-
zal capacity of local authorities.

36. «Extra hours» is a cost factor including a
number of rather different items: Hours
taught in divided class, in remedial program-
mes, by teacher substitutes etc. It also includes
the number of teaching hours lost due to the
reduction in teaching obligations caused by ad-
ministrative and other non-teaching duties.

37. Some of these cost items, such as teaching
in divided class, the need for substitutes and
reductions in teaching obligations, cannot be
much influenced by local authorities. Nor do
these items show systematic variations be-
tween local authorities, except for teaching in
divided class, the extent of which depends upon
school size. Consequently, subsidies based on
standard costs are unlikely to influence signi-
ficantly the actual behaviour of local authori-
ties. However, they will have a certain impact

similar to that of subsidy differentiation accor-
ding to school size structure. This differentia-
tion will be negatively correlated with fiscal
capacity, in the sense that wealthy local autho-
rities are likely to benefit from a subsidy
system based upon standard costs.

58. The amount of remedial teaching!3) is to
a considerable extent determined by local
authorities. Standard costs as subsidy basis
would then encourage a reduction in sush teach-
ing. Since costs per pupil in remedial teaching
are likely to be higher in districts with low
fiscal capacity, the resulting variations will tend
to be negatively correlated with this factor.

59. Class size as a function of the number of
pupils in a school is strictly regulated by central
government. The school size structure within
a district, however, is controlled by local
authorities, within the limits set by factors
beyond their control (distribution of population,
communication network etc.).

60. The range of variations in costs per pupil
according to school size is considerable. Teacher
costs, for instance, are 2145 times higher in a
small, non-graded primary school than in a
school with full class-division according to
grade. Variations between local authoritieg are
somewhat smaller, but still quite significant,
showing a close, negative, correlation with
fiscal capacity.

61. Teachers’ salaries are regulated by central
government in terms of minimum qualifica-
tion requirements and a common salary scale
for the country as a whole. Labour market con-
ditions, including the legal obligation of local
authorities to engage the most qualified appli-
cant, determine the actual structure of
teachers’ salaries.

62. Teachers’ salaries in compulsory education
vary mainly according to educational qualifica-
tions and the duration of service.l4) The range
is at present from about 21 000 kr. to 39 000 kr.
per year. The range is narrower between diffe-
rent local authorities, but it is still very signifi-
cant. The variations are strongly correlated
with fiscal capacity.

63. The purchase of goods and services com-
prises a variety of cost items, mainly control-
led by local authorities, but sometimes influ-
enced by general central government regula-
tions. Some items are negatively correlated

13) This «amounty varying not only according to the
needs for such teaching, which may not show too big
differences between districts, but primarily according
to the way such teaching is organized.

14) Other factors, such as special administrative or
other professional duties, also play a certain role.
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with fiscal capacity, others positively. Varia-
tions in total costs per pupil are thought to be
significant, but not substantial.

64. Variations in fiscal capacity between local
authorities depend mainly on the taxable in-
come level although central government sub-
sidies — general or earmarked for non-educa-
tional purposes — play a certain role. Variations

in fiscal capacity are substantial, the wealth-
iest districts reaching a level about three times
as high as the poorest. Equalization of the
quality of educational supply is thus hardly
possible without the differentiation of subsidies
according to fiscal capacity.

65. The findings of this analysis may be sum-
merized as follows:

Factors Controlled by Rapgg of qurela’olon V,V]th
variations fiscal capacity
Number of pupils ........ ... ... ... Exogenous factors Substantial
Grade distribution ........ ... .. ... o oo » » Significant +
Hours taught in full elass ............ ... ... ...... N Central government Significant
Local authorities
Extra hours
individed class . ... Central government Significant =
by substitutes .......... ... Exogeous factors Small 0
for remedial teaching ............. ... ... ... .. oL Local authorities Significant =
deducted for administration ............................ Central government Small 0
Class S1Z€ .« vttt ettt et et e Central government
Exogenous factors Significant
Local authorities
Teacher salaries ............ ... . it Central government Significant -+
Exogenous factors
Purchase of goods and services ............... ... .. ... . ... Mainly local
authorities Significant +
Fiscal capacity .......... ... .. ... ... il Exogenous factors
(Central government) Substantial

66. As mentioned above, subsidies based on
standard costs will have to be differentiated
according to the number of pupils and the fiscal
primarily capacity of local authorities. Whether
other factors can be disregarded without resul-
ting in a significantly less optimal composition
of inputs and consequent loss of efficiency, is
dependent upon how closely such factors with
significant variations are correlated with the
two factors mentioned above.

67. If these correlations are high, subsidies can
be based upon costs per pupil, differentiated pri-
marily according to fiscal capacity. The latter
factor, however, should be weighted by a coef-
ficient depending upon other relevant factors,
taking into account the extent to which such
factors counteracts or reinforces the effects of
variations in fiscal capacity upon the quality of
educational supply.

68. The table above lists four factors of the
former and three factors of the latter type.
For each factor, it seems possible to estimate
approximately how far the actual variations will
cause a differentiation of subsidies according
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to fiscal capacity. The appropiate weighting of
the fiscal capacity factor can then be estimated
accordingly.

69. The degree of correlation of the various
factors with fiscal capacity may not, however,
be the only relevant question in this context.
There may also be differences between central
and local government as to their conception of
the marginal productivity of various inputs.
Central government may want to induce cer-
tain changes in the composition of inputs con-
trolled primarily by local authorities. The fac-
tors in question will then have to be explicitly
taken into account as a basis for the differen-
tiation of subsidies.

70. The school size structure may serve as an
example of this. It is quite conceivable that
central government may wish to provide only a

- partial compensation for costs accruing from

a particularly expansive school size structure,
in order to push local authorities towards what
central government considers to be more effi-
cient structures. In our case, the actual sub-
sidy system is, therefore, likely to include in-



formation about the school size structure of
ndividual local authorities among the explicite
criterions for subsidy differentiation.

71. In principle, the same may be the case with
>ther factors, such as the numbers of hours
taught in full class. But the chances may be
better for the acceptance of standard factor
costs as the basis for subsidies in these
:ases,15) since the consequent loss of efficiency
— as seen from the view point of central
government — may not be regarded as signi-
ficant.

72. Subsidies based on standard costs repre-
sent a strong incentive for local authorities to
reduce the actual input of such factors which
they control. Thus the change of subsidy sy-
stem will tend to reduce the total supply of
education by local authorities. Maintaining the
«right» general quality level of compulsory edu-
cation — as judged by central government —
means, therefore, increasing the general level
of subsidies.

73. In our special case, however, a constant up-
ward shift at the local level in the demand for
increased quality makes a rise in the subsidy
level less likely. Instead, the indicated change
in the subsidy system may replace an actual
cut in the level of central government subsidies.

V. Substituting Financial Instruments for
Legal -Measures.

74. Until now, our analysis has been based
upon the assumption that the present system
of legal regulations remains unchanged. We
shall now examine the consequences of a sub-
stitution of financial instruments for such
legal measures.

75. Clearly, the abolishment of central govern-
ment restrictions on the use of various inputs
would lead to a corresponding increase of con-
trol by local government. A distinction should
be made between two types of consequences of
such changes in the steering mechanism; the
impact on the composition of input factors, and
the impact on the total demand for education.

76. Changes in the composition of inputs will
occur to the extent that local authorities use
input factors beyond the present legal maxi-
mum or minimum limits. Apparently, this
might lead to a loss in efficiency in terms of
the general objectives of educational policy as
viewed by central government.16)

T77. Whether such a loss in total efficiency will
actually take place is partly dependent upon
what may be termed the information/authori-
ty balance. Such a balaance is achieved when
the degree of authority over a certain type of

decisions at a certain level of administration
is compatible with the access at that level to
information relevant to such decisions. If there
is reason to believe that such a balance is lack-
ing, a change in the distribution of authority
may lead to an increase in total efficiency.

78. In our case, it seems likely that a certain
delegation of decision-making power from cen-
tral government to local authorities may lead
to an improved information/authority balance.
This is partly due to the wide range in local
conditions which cannot be taken into account
when factor inputs are regulated by legal in-
struments.

79. Furthermore, factual knowledge about the
marginal productivity of various inputs is often
rather scarce. Variations in the composition of
inputs according to somewhat different produc-
tivity assumptions may therefore not necessa-
rily imply lower efficiency than a more strictly
regulated composition. On the contrary, a syste-
matic testing of alternative combinations of
inputs may be essential for an increase in
efficiency of the total process.

80. In addition, increased responsibility for the
input composition at local levels (local authori-
ties, individual schools) may be thought to
have a constructive impact on such factors as
motivation and pedagogical insight, thus indi-
rectly contributing to an increase in total
efficiency.17)

81. In practice, reduced use of legal instru-
ments may well be introduced gradually. The
range of local authority control may be ex-
panded while still maintaining certain legally
defined limits. How far one should go in this
direction depends upon the assumed degree of
consistency between objectives and assump-
tions about ends/means relationships at the
central and local levels.

82. The use of standard costs as the basis for
subsidies is likely to reduce the need for maxi-
mum limits of input factors (maximum num-
ber of teaching hours in full class, maximum

15) A standard teacher salary, based on the estimated
average, has actually been used for calculating the
subsidy basis for compulsory education in recent years.

16) We have here dropped the assumption of educa-
tion as a process with a one-dimensional objective
function (cf. footnote 6)). Consequently, our efficiency
concept is from now on the «total» efficiency of the
educational process as a whole.

17) The arguments put forward in paragraphs 77 to
80 in fact add up to the conclusion that an increase
in the total «sum of authority» may be achieved by
the suggested change in the system of policy instru-
ments (cf. paragraph 17).
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number of teaching hours in divided class,
maximum reduction of teaching obligations
due to non-teaching duties, minimum class
size etc.). The general incentive for reducing
factor input may, however, call for continued
or even extended use of minimum limits.

83. This need for legally defined minimum in-
puts may be considerably reduced if local
authorities are put under the general (legal)
obligation to spend for educational purposes @
sum corresponding at least to standard costs.
Such a minimum limit would then relate not
to any single input factor, but to the total costs
calculated as the sum of all standard inputs.

84. Such a legal obligation by local authorities
would be easy to control, and it would make
major deviations from an optimal composition
of inputs highly unlikely. Extended use of in-
formative instruments might further reduce
the need for legally defined limits.

85. As a conclusion to this part of our ana-
lysis, we suggest that a system of central
government subsidies based on standard costs
and differentiated according to a few major
factors (primarily the number of pupils and
fiscal capacity) can be introduced without o
significant loss of efficiency in relation to the
stated objective.

86. Furthermore, such a subsidy system may
in our case to a great extent replace the present
system of legal requlations of educational in-
puts. It seems likely that such a substitution
would lead to a significant increase in total
efficiency with regard to the general objective
function of educational policy, obtained both
through an improved information/authority
balance, and an improved motivation and in-
sight at the local level.

87. It should be noted, however, that these con-
clusions are drawn from factual information
relating to one particular country. The results
of a similar analysis for another country may
not be the same.

C. PUBLIC SUPPORT
FOR STUDENTS

I. Total and Parfial Efficiency Impact.

88. Given our definition of policy objectives,
our analysis of central government subsidies
to local authorities illustrates a process with a
one-dimensional objectives function. Our next
example dealing with public support to students,
is intended as an illustration of a process with
a multi-dimensional objective function.

89. As mentioned in the introduction to this
paper, measuring the total efficiency in this
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latter case requires a set of value weights
(«output prices») to be attached to the compo-
nents of the objective function. Only then can
the different components be reduced to a com-
mon denominator, thus permitting the total
efficiency to be measured.

90. In the following analysis, however, we shall
not go as far as to attach such normative
weights to the various potential components of
an objective function for public support to stu-
dents. We shall limit the analysis to an exami-
nation of the impact of various types of finan-
cial instruments upon each of the components
of the objectives function. Thus, in terms of
efficiency, we shall only discuss what we have
previously termed the partial efficiency in
relation to each component (§ 5).

91. Even if we thus leave the choice of value
weight of the various components of the ob-
jective functions to be determined by the poli-
tical preferences of the final decision-makers,
certain conclusions may still be drawn directly
from our analysis. If, for instance, a specific
type of financial instruments shows the same
impact as or a stronger impact than another
type of instrument upon all measures of partial
efficiency, the former instrument is preferable,
irrespective of political preferences.18)

Il. Objectives for Public Suppori to Students.

92. A vast number of individual objectives —
components of an objectives function — can be
served by public support to students. In the
following we have chosen for more systematic
analysis five such objectives, which tend to
appear fairly regularly in statements on policy
in this field:

a. Stimulating demand for education in
general.

b. Stimulating demand for education of
particular groups.

c¢. Increasing the effective utilization of stu-
dents’ time.

d. Promoting student independence.

e. Improving the conditions of graduates.

93. Other possible objectives may be influ-
enced by particular types of policy instruments.
To the extent that this is the case, an attempt
will be made in what follows to specify such
effects. As to the five objectives chosen for
general analysis, a few comments may be
appropriate.

94. Stimulating demand for education is an
objective often referred to as a reason for re-
ducing the «price» of education to the indivi-

18) This kind of analysis is in a way parallell to the
search for Pareto-optima in welfare theory.



lual. As mentioned above, the assumption
hat, in welfare terms, considerable «external
:conomies» arise from education, lies behind
‘his argument (cf. paragraph 36). Still, in a
yiven situation, it is the ideas of central
Jovernment about the «rights> amount of edu-
:ation!?) which determine whether demand
‘or education is to be further stimulated or
derhaps moderated.

5. In this context, short term and long term
ybjectives do not necessarily coincide. Even if
n the long run, increased demand is regarded
as desirable, the present demand may be found
-0 exceed supply possibilities in the short term.
Femporary measures to reduce demand may
hus be called for.

)6. The wish to stimulate the demand of
particular groups does not necessarily coincide
wvith a wish to increase demand in general.
Primarily, this objective aims at a change in
the composition of demand. The rationale for
this may be a wish for increased social justice,
for better utilization of talent resources or for
both.

97. Even this objective may conceivably have
2 mnegative sign. There are at least historical
avidence of policies based upon the view that
squalization of educational opportunity has
zone too far.20)

98. More effective utilization of students’ time
may often be achieved through easing their
financial situation. This should make it less
tempting to combine studying with paid work,
and thus reduce the duration of studies. It
should also improve the students’ welfare level,
and consequently their working conditions dur-
ing studies.

99. Even this objective may, however, raise
certain doubts. Generous public support to stu-
dents could conceivably reduce their motive for
rapid completion of their studies. Furthermore,
within a given educational budget, more sup-
port to students may be less effective in terms
of total efficiency than greater input of other
factors, e.g. teacher time. A more optimal
composition of input factors does neither by
any necessity require more support to students,
nor less input of students’ time.

100. Promoting students’ independence appears
to many groups, not least to the students them-
selves as a natural objective in supporting stu-
dents. There is no doubt that the present sys-
tem of financing education in most countries
makes students more dependant than other
youths of the same age upon their families, at
least in economic terms. This may not be ac-
cepted as the best way of educating a nation’s
future intellectual elite.

101. Still, it cannot be denied that, to some
groups, the maintenance of family ties may
appear more important than the argument
above. At least, such views have been put for-
ward in somewhat similar contexts.21)

102. Improved conditions for graduates may be
regarded as a side-effect of certain measures
primarily intended to influence the situation of
students. However, this could be regarded as
an important objective in itself, as young
graduates may be thought to need support.
Often, such graduates start a family and must
invest in housing at a time when study debts
have to be repaid and their salaries are still
fairly low. Making this particular burden easier
to carry might be felt as a cause worthy of
public support.

103. On the other hand, some groups may put
more emphasis on the relatively generous life
earnings of qualified graduates. They may then
be more concerned with the need to support
other low income groups which have no such
chance of economic compensation in the later
stages of their careers.

104. As shown above, all five objectives chosen
for examination may in principle be given
positive or megative value weights, depending
upon political preferences. This should be borne
in mind when, in the following analysis, the
partial efficiency of various financial instru-
ments is being examined in relation to each of
these objectives. Thus a negative impact on the
partial efficiency with respect to one of these
objectives is desirable, if one prefers to attach
a negative value weight to that particular
objective.

lil. Financial Instruments Applied in
Public Support for Students.

105. Two basically different types of financial
instruments will be examined here: subsidies
and loans. Subsidies will be further divided
into two groups according to who the prime
receivers are; — the families of students or
the students themselves. Two aspects of loans

19) The amount of education thought to be «rights»
in relation to other instruments applied to promote
the general policy objectives of a country. This amount
changes, of course, over time.

20) There is some reason to suspect that similar views
may still partly inspire for excessive fears of a dec-
line in student quality as a necessary consequence of
further democratization.

21) Thus the introduction of a general old age security
scheme in Switzerland was strongly opposed some
years ago on the ground of its assumed negative effects
on family ties.
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to students will be considered: their availabi-
lity and the conditions attached to them.

106. In principle, the various types of instru-
ments can be further subdivided in terms of
the criterion according to which they are alloc-
ated.22) The following criteria will be taken up
for explicit examination:

Per capita.

Cost of study.

Needs.

Ability to repay.
Geographical origin.
Geographical destination.
Field of study.

Health condition.

Study performance.

107. Many more criterions could be, and have
in fact been, applied as a basis for student sup-
port, such as sex, race, religion, political views
etc. However, for practical reasons, a limit has
to be set, and the criteria specified in the pre-
vious paragraph should be sufficient to illu-
strate most of the criteria normally forming
the basis for support to students.

108. As a further limitation, for each type of
instrument we shall only examine the most
frequently used of the criteria specified above.
In certain cases, however, it may be necessary
to examine more carefully the measures
applied, in order to identify the kind of cri-
terion underlying the actual allocation.

109. Subsidies to families of students most
frequently take the form of selective family
allowances or tax concessions, based on the fact
that the student constitute an economic burden
for the family. Family allowances may be
allocated according to needs23) or per capita.
Tax with increasing income, thus implying an
allocation according to lack of needs or needs
with a negative sign.

110. Free instruction, in the sense that institu-
tional costs are paid from public funds, is in
fact a subsidy allocated according to costs of
study. However, since only institutional expen-
ditures are taken into account, variations in
costs due to different duration of studies are
not fully compensated.

111. Free services for students, such as hous-
ing and meals, are often selective subsidies,
primarily allocated on the basis of a distinc-
tion between residential and non-residential
students. Free travel is a form of subsidy even
more clearly based on the criterion of geogra-
phical origin of students. In a similar way, free
health services constitute a subsidy according
to the need for such services. In contrast, health
insurance based on «businesslike» risk calcu-
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lations may easily amount to an allocation
according to the lack of need for such services.

112. Correspondingly, loan availability based
upon expected ability to repay, in accordance
with «sound» banking principles, in fact
means allocation of benefits according to the
lack of need for such benefits.

113. Allocation according to geographical desti-
nation may take the form of subsidies com-
mitting the beneficiary to spend a certain time
after graduation in specific geographical areas.
It is being used in countries with peripheral,
low income areas to which highly qualified
manpower is not easily attracted.

114. In a similar way, allocation according to
the field of study are used as a means of attrac-
ting students to fields which tend to be regard-
ed as less attractive.

115. Lastly, allocations according to study per-
formance aim at stimulating such performance.
However, since high performance usually im-
plies increased income opportunities, the effect
of such a criterion will often be allocation
according to lack of needs.

IV. Objectives and Instruments.

116. We shall now consider the objectives for
student support, as set out in paragraph 92
above, in the light of the various policy instru-
ments indicated in paragraphs 105 and 106.
First, however, we shall need a basis for com-
parison.

117. Our starting point is the assumption that
support for students is to be increased by a
given sum. In order to judge what policy in-
struments to use, we shall compare the effects
of various instruments with those of a per
capita allocation to all students.

118. The conclusions of this analysis are sum-
marized in the following table. Implicitly as-
suming that the value weights of the chosen
objectives have positive signs, we indicate
greater partial efficiency with reference to a
particular objective by the sign -, and lower
partial efficiency by the sign —. Consequently,
the impact of a per capita allocation is indica-
ted by 0 with reference to all the specified ob-
jectives.

119. To compare subsidies and loans, we shall
take into account only the money value of such

22) A comparison may be made with the basis for sub-
sidies discussed in part B of this paper.

23) The specific criteria may for instance be family
income or the number of non-working children.



.oan conditions which the student could not ob-
:ain in the regular credit market, including the
>stimated value of loan availability at the level
)f security offered by students.

120. Per capita allocation of subsidies to stu-
lent families serve the same objectives as per
capita subsidies to students. Since the family
illowances are tied to the condition that the
student actually does study, one would expect
the impact on the demand for education to be
the same. However, since such allowances are
lisposed of by the family, they might be
assumed to have less effect upon the efficacy
of studies, student independence and conditions
of graduates.

121. Needs based allocation of subsidies to stu-
lent families have the same relation to per
capita based family allowances as needs based
student subsidies to per capita subsidies. De-
mand for education may be expected to rise,
not only in general terms2¢), but even more
on the part of low income groups. In relation
to effectivity of studies, needs based allowan-
ces are likely to mean more to those receiving
‘hem than a per capita allocation. However, it

is difficult to say whether this advantage can
outweigh the disadvantage due to the family
disposal of the allowance. Correspondingly, a
question-mark may be attached to the impact
on conditions for graduates, while the loss in
student independence due to family control of
the subsidy remains.

122. Tax concessions clearly allocate a given
amount in a way that provides for less demand
for education than a per capita distribution.
This is particularly the case with regard to low
income groups. Since such subsidies are pri-
marily given to those beneficiaries to whom

24) This is based on the assumption that demand
structures are somewha: similar in various income
groups. It is conceivable, however, that in certain
countries, and related to certain types of education,
demand structures may vary so strongly between dif-
ferent income groups (or perhaps rather social clas-
ses), that needs based subsidies do not increase de-
mand. The demand for general secondary education in
the Netherlands is said to have had such characteris-
tics in recent years (see Ruiter «The Past and Future
Inflow of Students into the Upper Levels of Educa-
tion in the Netherlandsy in Social Objectives in Educa-
tional Planning — OECID), Paris 1967).

Objectives*).
Instruments a b c d e Additional objectives
Subsidies
to student families
Per capita.............. 0 0 — —_ _ Equalizing family costs
Needs based ........... -+ -+ ? —_ ? General social equalization
Tax concessions. ........ — — - — — Increasing net income differentials
for student families
to students
Per capita.............. 0 0 0 0 0 —
Free instruction......... (—) (—) + 0 + Freer choice between fields of study
Needs based ........... -+ -+ -+ 0 + Increased social mobility
Geographical origin. .. ... (+) (+) (-+) 0 (+) Geographical equalization
Geographical destination. (+) ? (+) ? (+) ? —_— (—) ? Better distribution of qualified man-
power
Field of study .......... (+) ? (+) ? (+) ? — (+) ? Better professional distribution of
talent
Health conditions ...... 0 0 + 0 (+) General imporvement of health
Study performance ..... —_ ? + 2 0 —_ Higher study achievment
Loans to students
Straining credit markets. Influen-
Availability cing student attitudes to inflation
Per capita.............. 0 (—) 0 (—) 0 (—) 0(—) 0 (—)
Needs based ........... (+) (-+) (+) 0(—) (+)
Repayment ability ...... — — — (—) - Reducing social mobility
Tax deductions ........... — — — (—) — Increasing net income differentials
for graduates
Lowrent ................. 0(—) 0(—) 0(—) 0(—) ? See loan availability
Amortization period .. ..... 0(—) 0(—) 0(—) 0(—) ? y oo »
Amortization requirements
Needs based ........... ? ? ? ? + Social equalizarion

*) See paragraph 92.
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they mean least, the impact upon efficacy must
also be negative. In a similar way, even the
two last objectives are less efficiently served
by this instrument than by a per capita alloca-
tion.

123. Free instruction has, as mentioned previ-
ously, the effect of a subsidy allocated accord-
ing to the institutional costs of studies. In rela-
tion to per capita subsidies, this instrument
twists the demand for education towards more
expensive studies, thus increasing the average
cost per student. This would imply a certain
negative impact upon the demand for educa-
tion. On the other hand, by cutting particularly
the highest educational costs, subsidies are con-
sentrated where they may mean most to de-
mand. Which tendency is the stronger, depends
upon which demand is primarily directed to-
wards a particular type of study or towards
studying in general. If the latter is the case,
the impact on demand is likely to remain
negative. By cutting the highest costs, free in-
struction may, however, be more efficient than
per capita subsidies with regard to study effi-
cacy and conditions of graduates,

125. Subsidies based upon the geographical ori-
gin of students, such as special grants for stu-
dents staying away from home, subsidised
housing, meals and travel etc., tend to increase
total costs of education. At the same time, sub-
sidies are consentrated on those for whom costs
are highest, and for whom cost reductions
mean most. If, in addition, geographical dis-
tance from educational institutions is correlat-
ed with income, the final impact of such sub-
sidies may be increased demand. Under such
circumstances, the impact on the efficacy of
studies of students and conditions of graduates
would also be positive, while no impact on stu-
dent independence would be expected.

126. The impact of subsidies according to geo-
graphical destination would only differ from
that of per capita allocation to the extent that
students likely to accept such subsidies show
a systematic deviation in terms of needs. If
so, they may increase efficiency in relation to
the three first objectives. Student independence
is likely to be reduced, and the conditions of
graduates, although improved due to needs
based allocation, would suffer from the re-
stricted freedom of choice.

127. The impact of subsidies according to the
field of study would be somewhat similar to
that described in the previous paragraph. Con-
ditions of graduates, however, would hardly
be negatively affected in this case.

128. If bad health is assumed to show a
random distribution between students, sub-
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sidies in terms of free health service would
have the same impact on demand as per capita
subsidies. In terms of efficacy of studies, and
possibly also of conditions of graduates, the
former type of subsidies would be more effi-
cient.

129. Subsidies according to study performance
are intended to stimulate such performance.
Even if in certain student milieu25), doubts
have been expressed as to the real impact of
such measures, one might assume that they
would lead to increased efficacy of study. Those
qualifying for performance subsidies must be
assumed to be more motivated for studies
than the average student. Consequently, the
effect of such subsidies upon the demand for
education is likely to be negative. If, however,
potential students from lower income groups
have a higher ability level than the average26),
and consequently more chances to obtain per-
formance subsidies, the negative effect upon
the demand from such groups may be com-
pensated. As to the conditions of graduates, per-
formance subsidies, as indicated previously,
are quite likely to imply an allocation accord-
ing to lack of needs.

130. Loan availability based on needs or allo-
cated equally to all students may be expected
to have effects similaar to those of needs or per
capita based subsidies.27) It cannot be exclud-
ed, however, that loans — even on very gener-
ous terms — may meet a psychological resist-
ance far beyond what seems rational from an
economic point of view, in particular, among
students from lower income groups. Their ac-
tual effect on demand from such groups may
thus be less than the impact of what we would
regard as subsidies of equal value.

131. Two more general issues have been raised
in connection with the general availability of
loans to students. First, equality between sub-
sidies and loan benefits from the students, the
point of view, may not correspond to judge-

25) Norwegian student organizations have for instance
tended to deny the potential efficacy impact of per-
formance subsidies referring to its assumed negative
effects on the student «collective».

26) Higher ability level of students from low income
groups may emerge from a far more rigorous selec-
tion. Norwegian data do not provide convincing evi-
dence to this effect, but data from other countries
may do so.

27) This does mot mean, of course, that loans have
the same effect «per krones as a subsidy. However,
comparing only the money value of special benefits
attached to student loans with the money value of
subsidies, (cf. paragraph 109), we have in a sense
«defined away» perhaps the most important difference
between the two basic types of support; that loans
have to be repaid.



STILLING SOM KONSULENT

I Rasjonaliseringsdirektoratet er det ledig en stilling som kon-
sulent I.

Den som ansettes vil fa interessante og krevende oppgaver
innen rasjonaliseringstjenesten pd det administrative omrade,
eventuelt ogsa innen EDB-sektoren, alt etter utdannelse og kva-
lifikasjoner. Stillingen gir gode utviklings- og oppleringsmu-
ligheter. Det kreves kjennskap til offentlig administrasjon.
Konsulent I lgnnes etter lgnnsregulativets klasse 20 med brutto-
lenn kr 42 940.— pr. ar, stigende til kr 45 690.—-. Pensjonsinn-
skudd 2 9% av regulativlgnnen. Helseattest kan bli krevd.

Seoknad med attestkopier sendes innen 11. november til

STATENS RASJONALISERINGSDIREKTORAT

OSLO DEP.

s KI I Ski kommune er, under forutsetning av kommunestyrets
godkjenning, ved radmannens kontor ledig engasjementsstil-

Ko M M U N E ling i 2 ar fra 1.1.1969 for gkonom eller jurist, fortrinnsvis
med erfaring fra offentlig forvaltning. Avlenningen blir etter
lgnnsklasse 23 med grunnlgnn kr. 52 770,— og topplenn
kr. 55970,—. Anmodning om antesipert alderstillegg mé set-
tes fram i sgknaden.

Arbeidsomradet vil bestd i saksbehandling sarnt arbeid med er-
vervelse, klargjoring og utparsellering av byggefelt, eventuelt
ogsd forretningsfgrselen for Ski Tomteselskap.

Familiebolig stilles til disposisjon som tjenestebolig.

Den som engasjeres, ma kunne legge fram tilfredsstillende
helseattest. Ski kommune har i dag ca. 13 000 innbyggere og er
i sterk vekst. Med sin sentrale beliggenhet i Oslo-regionen star
kommunen overfor store planleggings- og utbyggingsoppgaver.
Arbeidet i kommunen er krevende, men interessant og gir gode
utviklingsmuligheter i et trivelig miljg.

Soknad med bekreftede attestkopier sendes radmannen i Ski
innen 31. oktober 1968.




ments in terms of general finance policy.28)
Second, the fact that in some countries the
overwhelming majority of the intellectual elite
have obtained — through loan financing of stu-
dies — a personal interest in continued infla-
tion, has been the cause of a certain amount
of worry.29) In choosing between subsidies or
loans as policy instruments, such considera-
tions may have an appropriate role to play.

132.Loans made available according to repay-
ment ability — although by definition under
more generous conditions than in the regular
credit market — can be assumed to have
effects similar to a subsidy based on lack of
needs.

133. Tax concessions in connection with amor-
tization of calculated study costs, actual repay-
ment of loans, or the payment of interest on
loans, are likely to have similar effects as tax
concessions for student families (paragraph
122). However, to the extent that such sub-
sidies are related to the real burden of debt,
the relationship to lack of needs may be some-
what weaker. Still, if tax progression is signi-
ficant, an equal per capita reduction of debts
incurred through by previous subsidies is likely
to be more efficient, even in terms of improv-
ing conditions for graduates.

134. Low rent and long armortization periods
have effects similar to those of as loan avail-
ability, depending on the criteria used for allo-
cating those benefits. It might perhaps be
assumed that, if generous loan conditions are
generally less efficient than student subsidies
for objectives a—d, the opposite may possibly
be the case with regard to the conditions of
graduates.30)

135. Generous amortization requirements, e.g.,
in terms of reducing actual repayment com-
mitments, may have an even stronger effect
on the conditions of graduates, in particular if
such generosity is based upon the actual eco-
nomic situation of the graduate.31) In this case,
even the difference in the psychological reac-
tions towards subsidies and loans may dis-
appear.

136. The objectives and instruments taken t
for special emxaination here have been selecte
from official statements and actual practice
of several countries. This is one of the reasor
why we have not based our analysis in th
part of the paper upon actual data from ar
one country.

137. Another reason for this is the difficultic
involved in obtaining comprehensive, offici
statements as to the objectives public suppo
for students is intended to serve. It should 1
pointed out, however, that these difficulti
may call for another type of analytical exe
cise. Instead of asking what impact various i
struments may have upon given objectives, tl
analysis may be reversed, asking what obje
tives are compatible with a given policy.

138. This kind of analysis might be quite r
warding, and could be based on the type
approach outlined in this paper. To the exte
that objectives deduced from actual policies a
pear to be in conflict with whatever offic
statements may say on such objectives,s
this kind of analysis might provide rich foc
for further thought.

28) This implies, of course, a certain lack of con:
stency between the financial policy of governme
and the policies of individual credit institutions.

29) This is, for instance, one of the official reaso
why loans to students in Sweden do not carry inte
est. Instead, repayment is adjusted to changes in t
general price level.

30) This assumption depends, however, on the infl
ence of subsidies upon the expenditure levels of st
dents. If debts are reduced accordingly, generous lo
conditions will not be more efficient in improving t
conditions of graduates.

31) Even in this case, Sweden may serve as an €
ample. The present regulations for loans to studer
make the commitment for graduates to repay depe
dent upon a certain income level. If the income of
graduate in a certain year is below this level (abo
the average of workers’ salaries), repayment is pos
poned, and eventually written off.

32) Such conflicts are quite likely to stem from viol
tions of the general rule about numbers of objectiv
and instruments mentiomed in paragraph 28 above.

STYRER VI UTVIKLINGEN — ELLER STYRER DEN OSS?

Ved en beklagelig misforstaelse ble kun et forkortet og fore-
lopig manuskript til Per Schreiner’s foredrag pa Yngre Nordiske
Sosialgkonomers konferanse offentliggjort i forrige nr. av Sosi-
alokonomen. Interesserte kan ved hendvendelse til Sosialokono-
men’s Redaksjon fa seertrykk av det fullstendige foredrag.
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