
ALTERNATIVE ECONOMIC THEORY :

Some desiderata*

by Johan Galtung, fngvar Ni lsson,
Per Svae and Anders Wadeskog

Universi t6 Nouvel le Transnat ionale,
I54 rue de Tolbiac,
F750I3 Par is,

July 1985



-1-

The t ime has now cof i re,  is  indeed overdueo to do more

about the gap in the current debate about economic theory

and pract ice:  the need for al ternat ive econo .

Neoclassicar theory has been cr i t ic isecl ,  and so has -  ind.eed

cur: :ent  economic pract ice,  v,rhich essent ia l ly  means capi tar ist

and social ist  economi€sr the former f rom a (neo-)  rnarxist  angle,

and both the lat ter  and the forrner f rom a (  neo- )  anarchist

ang1e, both terms being used very broadly.  There is also

considerable construct ive at tempts in the direct ion of  bui lc l ing

al ternat ive economic pract-Lce, usual ly centered around a nucleus

of sel f - re l iance, combining age-old hurnan exper iences and
. ;  

-^- i  ^ l - !^  
, , . i  !Lrnsagnrs v/1Ln new experrments (  the Green wave )  .  using colors

rather than ideologicar rabels,one night say that there is

Bl-ue theory and B]ue pract ice,  they have both been cr i t ic isecl

by Red (or Pink) theoryi  and there is Red-pinl< pract ice.  A11

of th is has been cr i t ic ised from a Green angle.And there is
craan nr:a+ i  ns .  What is rni_ssing is an al ternat ive to Blue an_dy! q!  Lr !

Red theor ies of  which the Red has been character ised as an
annanr l iv +.  n +-he BIue, "Marxism as a lvart  on neo-classical  theorr ,z" .

1.  Neo-cl-assical  theory is equi l ibr ium-or iented, using (Ar istotel ian)

r . r r r r  i  I  i  hr i  r r rn /  nart  i  r - r r  I  er ' l  rz hof r^roon crrnn' l  rsyurraurrLr i l r  \v* '  - rvu!utrJ --L.y- !  and dernand) as a

ref  erence noi  nt  f  Of f  Uf ther o: .n l  nrat_ i  nnc:u!urLrrve yvrf l t  ror  rur t f l€r  uz ' \ iJr- t - l !crLrur is.  f  n any theory

:  rafaranna noint  is  usefur,  r - ike in any hurnan endeavour,  in-Y

order to know better r . rhere one is rocated. I {owever,  much
more interest inq and usef i l l  than a rnarket egui l ibr ium point

of  reference-wouId bg a norrnat ive point  of  reference enabl ing

us to understand better how far we are located from a possible
goar of  economic endeavour.  Econonr ic act iv i ty is then seen
aq nrnr l r rnr  i  n^,  d istr ibut ion and consumption, whether on the
basis of  scarci ty or abundance (usual ly there l . ; i r l  be a rrrrx,
scrne factors and products being scarce, others bernq abundant
anr l  -  na)q,qihlrr  Fr ' t r  thaf  Ya'qlru t ,vrrru-L j  !v!  urrcLL rcd.sof l  -  escapr-ng at tent ion )  .  A

fhanrrr  ar  ^h^ice under condi t ions of  scarci ty is a perspectrveJ v '

tpa 
-+ 

a ^1,^r r lar  may rat<e the form of a paradigrn but should not,  be seen as

* The nrF.spnf r.lFoer is the^'"  Y*t
Nouvelle Transnationale
participants.
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coinciding with econornic theory,  being both too narrov.r  (val id

for those i ,vho have opt ions in economic systerns,  not for  those

who have no choices) and too broad ( th is i -s a perspect ive

t-hat can be appl iecl  to arry humanact iv i tY."  
" .o. ,on' , i " i= 

have

rer:ent ' lv  r tnnp -  but  other discipl ines have compet ing paradigms) .

A norrnat ive point  of  reference for al ternat ive econornic

I  han-rr  r . rarr ' l ' r  haVe tO l_OCate eCOnOmf C aCt i  r r - i  t  v hof h i  nLrrEUr 1l  wuuf u l ldVe t(J J-(J()dLe eC()I IOII I -L(J aCL * ,  - .  -_z 
, , ,  naI_Uf e ,

human, sociai  and v.zor ld spaces. In nature s i lace, the theory

would have to take into account the theory of  ecological  balance

/ rnarr t  r i  +rz.  d i  vers ' i  i .v  of  b iOta-abiO+_a and the. i  r  svml-r i  Ot iCurrsr!  JJrrrv!

ra I  a1- i  nn ch i  n aS COnStraintS On eConOmic act iVi ty .  In hUrnan

space they simply would have to take into account a theory of

human balance/matur i ty:  sat isfactron of  basic needs (survi-val ,

wel l -being, ident i ty,  f reedorn),  but  in diversiLy and symbiosis,

wi th in and among human beings -  as a constraint  on economic

act iv i ty.  In sociaf  space the thcory vrould have to ta l<e into

account a theory of-  social  balance/rnatur i ty,  bui ld ing economic
crre 'Fonrc 

^n 
di  rzorci  +rz i  n .^._- i  Ot1^1l- .1ps (  n l  an anCi fnaf  ket  and nOdef nuvyur \  tJfqr

and tradi t ional ,  as two cf  ear examples )  in symbio'Lic relat ionship

--- ;  -crgdrrr  db a uuf lstraint  on economic act iv i ty.  / {nd in wor ld

cn^^o =l  r -ornrt iVe econOmic theOry WOuId haVe tO take intO aCCOunt
:  t -ho^r\7 aF ^ lobal  balance/matur i ty,  bui ld ing wor ld systemsI  v-  Y

based on diversi ty among countr ies and their  act ive symbiot ic

coexistence.

2.  An alLernat ive economic thgory s lgurd see hurnan beings in

qenc- lcL_not onlv entrepreneur.g__gg_1ct ivq, ,  as actors.  The task

of a good theory is to enf arge act ion spaces, shovr ing as many

ways of  obtaining, wi th in reasonable l in i ts.  reasonable goals.

The tasl-*  is  not to decide for others what they shourcl  do,  under

the (highty normat ive) in junct ion to be rat ional .  Thus, fo l lowing

Kant 
'  

the task must also be to search for those types of  econornic

behaviour thar-  are both compat ibre wi th the goals indicated

above (which can be descr ibed as "ecological  balance" in nature

space, "somat ic,  mental  and spir i tual  heal th" in human space,

"development" in social  space, and "peace" in wor ld space) and



-3-

can'  in pr inciple,  be engaged in by everybody (are universal isable).

What al ternat ive econonic theory shoufd look for  would be classes,

clusters of  possibi l i t ies rather than opt imal point  solut ions.

I t  is  then for human actors,  indiv idual  or  col lect ive,  to

design their  strategies,  including chal lenging the goals,

designing totar ly new processes for obtaining them, developing

new indicators of  the extent to which the processes are goal-

compat ib le.  Consequent ly economic theory '  l ike any other social

theory w- i ] l  a lvrays be in a f luv.  There is no such thing as the

f inal  theory,  not  even an approximat ion towards that abstract ion

(since economic theory is always moving,as economic act iv i ty
' i  q mcrrr incr)  end cr>r la inIr t  nr . r  :qrrmnl-nf  in 

-nh\76r^dn^d 
fnr.r r rAc/ srru j  , . ,  

-onvergence 
to\nror*o qrry

such abstract  point  in theory space.

3.  An af  ternat ive +-heorv wi l l  necessar i fy have to be global  and

hol ist ic. I t  wi l l  take into account the ef fects of  economic

-^r  
i  - . i  r . ,crt-Lr-vrLy (r1r dctors near and remote (and not only the actor,  a f i rm,

an indiv idual  or  a country that  in i t iated the economic act iv i ty,

but af  so the re-actors);  and i t  is  inperat i reto take into account

the ef fects on a broad spectrum of var iabres in nature,  human,

social  and worl-d spaces -  and not only c l -assical  "economic" var iables,

essent ia l ly  coming out of  the bool<- l<eeping tradi t ion f  or  f  i rms.

trn th is connect ion "  g lo ical  "  stands

indiv iduaf,  inter- f i rm and internat ional

conceptual isat ions into ef for ts to look

whole.  And, correspondingly,"hol ist ic"

for  more than inter-

t  i t  t ranscends such

at the svstems as a

stands for more than

inter-discipl inary.  The words " t ransnat ional"  and " t ransdiscipl-

inary" are better,  but  courd also be seen as stat ions on the

road to more totaf  conceptuaf isat ions.

4.  An al ternat ive economic theory shoul-d not only be eclect ic,

based on neo-classical ,  marxist  and anarchist  (  green )  e lernents.

I t  should ideal ly be r

trends in_ i9elLgm19_![i+E_1rr-g_Serr_gome gqt of the qbea,ry as spe

Jelss,  g iven certain choices in the f ie ld of  assumptions, even

certain val-ues for parameters.  rn other words,  arternat ive

economic theory is not to be ident i f ied wi th green economic theory.



-4-

Rafher--  i i  shOUId be Seen aq cl \ /erarr :h ' inn theorv for  cOCiet ieSt  ru

where economic behaviour would have blue, red, and green

cornponents -  a "rainbow society",  in other words.  This

is j -n l - i -ne v.r i th the idea that the theory should expand our

economic hor izons and not contract  them into a more or less

narrow green corner *  a l though, at  the same t ime, al ternat ive

economic theory would be much more sensi t ive and take much

more into account green cr i t ic ism and construc+- ive pract ice

than is possible wi th in the blue and the red paradigms.

Put di f ferent ly:  in al ternat ive economic theory there should

be room both for  Adam Srni- th.  KarI  Marx and J.M. Keynes -  as,  indeed,

for I ( ropotkin,  and Gandhi.  The theory wi l l  certainly be

concerned with how these approaches can be combined, not only

in theory but afso in pract ice wi th in a broad range of

alternatives. An eclectic theory includes a theory of optiornl mjxes.

5.  An al ternat ive econornic theorv woul-d have to bui ld into

i tsel f  a sel f  -understanding of  econornics as a scl-ence. Neo-

classical  theory can be seen as emerging paral le l  wi th the

emergence of  the bourgeois ie on top of  society:  they were

in need of  a l ternat ive theory and complemented rather than

replaced the theological /phi losophical  t radi t ion of  the c lergy

and the jur id ical /mi l i tary t radi t ion of  the ar istocracy.

The behaviour of  the bourgeois ie on the market became the

posi t ive point  of  departure for  econoinics as an ernpir ical

science; econornics de facto becoming "capi ta l is t ics".  The

bourgeois ie needed a theory for  their  type of  power,  exchange

power based on buying and sel- l - ing under some rul-es -  again

^Amn' l  
aman+ j  n^ f  athef than 1-anl  an ina n^rn^]-  i  r ra nr ' \ r^7prq andr rvr l l rqL!vu yvwsro c

coercive power.  And their  basis was, of  course, shop-keeping

/ -nnn,,n#inn fhonrrr  r^ i i fh *ho qhnn 
^q 

i -ha Unit  Of aCCOUntino/  
qvvvsrr  L. tg ui t r  L v!  quuvut l  Lr t ty

to be fol lowed by the enterpr ise/company -  wi th no account i -ng

tradi t ion for  the nature,  human, social  and world spaces.

Epistemological ly th is condi t ioned neo-classical  theory by

contract ing the theory in space t ime and knowledge to the

company, to the relat ively imrrediate,  and to a narrow range of

var i -ables deemed to be "economic".
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Fiowever,  th is v is ion has certainly been expanded.

The social ist /social  democrat ic t radi t ion introdr-rced "  social

economics" as an ef for t  to 66 nat iondl  account ing for  a society

as a v,rhole,  and there are there are s i rn i lar  ef  f  or ts (wi th in

the United Nat ions system) for  the wor ld as a whole.  Such ef for ts

t -^  I  i  
-1.^, ]r (Lqy vE rrrr^Lu to the emergence of  new groups of  porver iu l

bureaucrats at  the social  and r ,vor ld level-s respect iveiy,  equal ly

in need of  a theory for  their  own act iv i ty and legi t imat ion of

f  hei  r  c lwn nowpr Cnrreqnclnd- i  no' l  v f  he rAncrF nf  rzar i .a l - r lgg hasLrrLr!  r rYfJ

been expanded to some extent because of  interact lon arnong

ministr ies at  the nat ional  level  and among agencies at  the

level  of  +-he U.N. sysLem al though i t  is  qui te c l -ear that  vei"y

rnuch theoret ical  and pract ical  work remai-n to be done.

However,  recent ly the i rnpetus tovrards new direct ions in

economic th inking has corne more f  rom "below",  s+-aying closer

to the ground by walching the i rnpact of  econolnic act iv i ty on

nature and on human space -  in terms of  ecological  imbalances

-  
! l^-^rJ-  

^snf l  t r r r€ats to the somat ic,  mental  and spir i tuaf  heal th of

human beings. The task of  a l ternat ive economic theory is not

only to t ry to integrate al l  of  these ef for ts as pointed out-

ahorro- brr f  to do i t  wi th so much sel f  - ref  lect ion that the forces,  .vv

behind these changes in economic theory are ref l -ected in the

l-  l r .onrrz i  +-  eo 1 f  .  In Other wOrdS ,  the CUItUral  and StrUCtUral,  
*  vuv4!

forces and constraints are seen as determinants of  the theory

be brouoht i  nf  o thc thr=nry so as to enahl  e rrq f  o q^v qorre]_ hi  ncr
"qj

about t -he type of  ecsrncmistsrand not only the type of  economics,

that wi l l  come out of  certain socio-cul tural  condi t ions,  not

to ment ion rvhat l< ind of  society they wi I l  t ry to construct .

6.  In l ine wi th the above, economi-sts are then seen as a rnajor

ecq_eol l l ic  l "eqt  .  I f  contemporary neo-classj-cal  economists

tend to havc bl ind spots boLh f65 nature ,  human, social  and world

spaces, be relat ively unav/are of  how they themsel-ves and threir

th inking has been and is anci  r ,v i l l  be condi t ioned by cul tural

and histor ical  factors ancl  in addi t ion to that  are so phi losophical ly

r rnr-pf lar . f inrr  ihel-  therz Are inr-anahlo nf  ,an;ara. \ ' i r l -  inc l -hc nninl-q*-YIJ '  LrrrY yvfrrLo

irrqt mcnt.ioned, then tlre net outccnte nny b highfy counter-productive.
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These economists,  then, serve as an input in economic systerns

and the more so the more numerous and higher placed they are

- i t  is  the lat ter  factor that  makes them di f ferent f rom other

sociaf  scient ists who are usual ly,  at  present,  in nore rnodest

social  posi t ions.  In other words r  dr^r  af  ternat ive econornic

theory would have to see economists as an enoogenous, not

exogenous factor,  hoping that insight and sel f - ref lect ion

on that factor wi l l  chanqe the factor.

7.  For e>lpanded book-keepinq, new - indicators are indispensable,

as has been pointed out by many. Al though ef  f  or ts are needed to nnke

indicat ions more global  and more hol ist ic,  there should also

be a caut i -on against  too high l -evefs of  aggregat ion because

i t  shows insuff ic icnt ly where the problems are locatedr as ef fects i

and frorn where they or ig inate,  as causes. An indicator of

f i fe expectancy for the wor ld as a whole is interest ing.  But

i t  is  a lso important to compare the l i fe expectancies or

di f ferent age groups, genders,  races, c lasses and nat ions.

But comparisons only br ing out the refat ive aspect,  not  Lhe

relat ional  aspect. And this raises the interest inc quest ion

of how indicators of  re lat- ional  aspects can be constructed.

Irnagine i t  can be shorvn that t -*he hiqh l i fe expectancy of  nat ion

A to sone extent is due to the low l i fe expectancy of  nat ion

B, and vice versa. Shoufd one not,  in that  case, subtract

soraething f  rom the l i fe expectancy of  nat ion A? VJi th in a

f i rm, one branch may be in the black and another branch in the

red; the total  account ing would have to show the net balance

between the balances. Using the analogy, one night then loo]<

at nat ion A + B as a "dyad" and construct  a measure of  the

" jo inL" ( f  or  i i rstance avel :age l i f  c  expectancy .  There are

nany ways of  doing that,  th is l - i t t le note is only to indicate

a v/ay of  th in i<ing that cones autornat j -c the inomenl the approach

becomes more global  and one refuses to draw a c i rc le around

an economic actor account ing only for  what passes the border l ine

to the environment,  conput ing the balance.
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A major s logan for al ternat ive economic theory is

ts internal ise t l - Ie external i t ies.  This wi l l  a lso have to be

done at  the indicator level- .  Across actors,  in other words

in the direct ion of  hecorning more global ,  th is poses t-he

problern of  level  of  inteqrat ion.  fn neo-cfassical  theory

f  i r rns tend to be seen as the social  atonis of  iner--  gases

because of  the book-keeping tradi t iono but recent-  advances

explor ing degrees of  coupl ing would rnal<e i t  easier to reach

out f roni  the isolat ion of  one actor to broader perspect ives.

Corresponoingly,  to th ink in a more hol ist ic mannerr gets us

innmediaLely into the probl

that  r r ray be rather incommensurable,  not  to ment ion the c- i rcumstance

that some of them may not be neasurable at  a l l .  In other rrrords,

inore than enough worl< to do for al ternat ive econornic theoryl

v Regardless of  the strong poin+-s just  ment ioncd as

desiderata for  a l ternat ive econoi i l ic  theory,  there should not

in th is theory be any disreqard for  the s iqni f icance of  such

factors as ef f ic iency,  prof i tabi l i tv ,  opt imum solut ions;  nor

l r lnra nar1- i  crr l  : r l  r . r
iJqr9gLLf '

neo-classical  theory has one vcry strong point  that  should al-so

character ise al ternat ive economic theory:  not  only is the

theory,  but  a lso the economic pract ice dynanic.  The social ist

al ternat ive has a tendency to become more stat ic;  the planners

using their  combinat ion of  ornniscience and. oir .n ipotence (or

as much as they have of  such godl ike charac+-er ist ics) in order

to r i la l<e the econorrry surpr ise f  ree not only in space but also in
' t ime, achieving a certain i rn inun:- ty Lo tne inf  fuencc of  v ior ld

conjunctures through a rel-at ively high Ievel  of  scl- f -suf f ic iency

and by f ix ing goals of  the economy, f rorn above, wi tharefat ively

lnnrr  f  i r .e hnt: izOn Of course, &hy ef  for t  to rrake a surpr ise

free society would dialect ical ly lead to the opposi te,  but  as

bursts of  unrest ,  as major discont inuj- t ies,  rather than as a

rather pernanent state of  dynanism. Capi ta l ist  economy in a

cer: ta in sense has no other goal  than grov; th,  in ancl  by i tsel- f

ctynamic.  fn addi t ion dynamisnr in space is guaranteed becausc

of a high l -evel  of  coupl ing of  actors throuEh ' t radc i ; - r  v is ib les

and invis ib les and dynamism in t ime quaranl :eed through the

innovat ive struggle of  conpet i tors to reraain af  foat .  I t  is

for  such not ions as harnonv and equi l ibr ium.
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enough to v is i t  Europe, East and West,  or  Korea, i t lor th and

South,  L-o appreciatc the t renendous signi f icancc of  th is

part icular factor:  societ j ,es c lose to f reezing point  versus

societ ics c lose to boi l ing point .  Of course, af te: :nat ivc

theory should have this as a major var iable and af  so indicate

the range vr i l -h in rv i r ich one rnight prefer society to be located

narrhnq i  n :  tarnnov--af  c zcrnrt lrerf tperare zone.

10. Anv al ternat ive econonic theory should have the cancer l .

of work. is a centrepiece of  t -he theorv.  A joc : .s a set- t ing

where v;ork,  of ten al ienated, is done against  a salary on

condi t j ,ons decided by Lhe labour-buyer rather than the Ialcour-

sel ler-  A ioh is a snoeial  srrb-cateoorv v, ' i f l l i  n fhe nuch

hrnarr .  r  - -A+ ^+ i lor l - ,  is  considered normal_ f  orv!vcr.v-s!  uc-.LcYv! 
- :1 

vL !vv:r \ .

hunan beings; a prolonged si tuat ion ol= non-S,roduct ion of  a i ry

i : ind of  goods/servi  ces n nater ia- l -  o i :  non-nater ia l  o is i raraly

sustainal : le.  Leisu:e t i rae only , levot-ea Lo ccnsur i ipt ion : : ,c.y,

ho ' i - rnnqrrr l  r1. ' ) . -  ' -^^.^1^ r  structural  nr=cFsqi f rz in a certain" i ry l - . i lJU)U!r  i . IJVl I  Lrrv i_JIs CtJ q JuIuuLu!qa I IEvUJJIU) ! r l  a

social  f  ornat ion,  but ernpir ical  observat ion seerns to indicate

that even very soon the need for sustained a.ct iv i ty that  is

anrt  -Airarrar l  ,  in other wo;:ds,  "product ive",  in the broad sense

of that  term, dsserts i t -sel f .  To condemn a person to a l i fe

in l i l : rar ies and sr,v imming pools is no solut ion to the unemploynent

cr is is,  as indicated by the fact  that  those vrho prescr ibe such

"solut ions" usual ly do not engage in thcm theniselves.  For

growLh in hurnan space, hunan developrnent may be obtaj-nedl  in

si tuaI ions of  non-vrork,  but  s ince rvor]< to a large exterr t  l -s

synonymous with goal-direcLed actrvr ty i t  has to be organised
' in qrrch:  \^rav that  hUman develOpment,  in Other WOfdS SeIf-real iSat iOn,

' r  
4f

is  a part  of  thc act iv i ty.  Jobs can also be social ly useful  and

.^^^5+ 3h'r  ̂  /  i  n other words legi t inate and meanj_ngf uI  )  ,  they\  r r

rnav hel  n hrui  l  d i  ^^ ^^^r ^t  .^ ' : tv lor ]<s and derrel  on ahi  l  i  f  v  to r-noneraf  p-r r lqJ rrsr IJ vu! fuIr IY DvvIqI  l lELv{v!J\J ql lu ugve!vl :J qv! ! rLJ Lv vvvysLqLU

and in addi t ion,  of  course, be econor.r ical ly "  intcrest ing" .

But i t  is  in the broad-er category of  vror l< that  sel f  - real isat ion,

existent ia l  meaningfufness can be real ised. hs a consequence

al ternat ive econoraic theory has to v;ork lv i th a i 'nuch broader

work concepl  than a job-concept based on the buying and sel l ing

of labour on the rnar l<e' t .
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I  I  -  A maior tasl< of  a l ternat ive ecOnomic f  heorv is l -O be. '  I ry !e Lrruv!  y rJ L

helrcf  u l  as a reservoir  of  insi  qht  f  ron' .  which ool icv i rnnl  icat ions

can be drarvn. The general  forrn of  the pol icy impl icat ion

would be located in the descr ipt ion-predict ion-prescr ipt ion-

strategy cornplex:  a descr ipt ion cf  Lhe present s i tuat ion,

a rrredict ion of  what wi l I  hai : i :en i f  t rends cont inue unini :eded,

a P$_ggr- ;3 l ren in the sense of  indicat ing a goal ,  a s l retegy

in the sense of  indicat j -ng hor, . r  t rends can be "bent"  away f  rom

the predicted towards the presc: ibed, course. fn other tvords,

nol i r -v i rnnl icat iOnS ShOUld al-SO COntain Sfrafc.c l i  eq- rnc,* . l t r ( ) r rs sr loul-cr  a l -so c(-)rr tat-n !  _-  *  , . . . jan1ng

by that not only analysis of  v$_Lt shoufd be done, and vlhy i t

should be done, but al -so the nuch nore precise answers to the

quest ions,  vrho shal l  do i t ,  horv,  v/heL and where -  and at  lvhose

e_xp_g_!_Ee_l Thus, al ternat ive econonics theory should not rest

content wi th descr ipt ion and prect ict ion,  but should use i ts

postulates about those dates in ord-er to der ive strategies

as has been done for generat ions nor,v lv i th in the f ie ld of

v;el f  are econonnics.

12.

red /pinl< and greelr  econ_omic thought and

nracf i r -e info a Sl lDer-SVSfe- arznidin^ 
- l l  

f  he necra1- iVe faCLS.Y-=-=:-:-=-Y-=-

l ior  should i t  assurte the pessinrsm of those who bel ieve that the
r t

alternat ive vrould el imrnate aI1 posi t ive aspects,  combining the
t l

worst  of  capi ta l i -sm with the worst  of  social ism, for  instance.

Al ternat j -ve theory should look for  new solut ions,  not be caught

in the thought pr ison bf  having to design trade-of fs between o1d

ones.


