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Abstract:

Is the experience we have in implementing refornt taansition processes enough to enable us totlsee
essence of transition? Is our understanding oftthesition contents from 90’s still the same afigo decades?
Do we have any doubts about our notions of tramsgils it possible that transition is heading theomg way,
especially if we test it from the perspective e global flows?

The main idea of this paper is to point out thecheemore critical view on the practice of transitiand the
dominant philosophy underlying the understandingthia$ process; as well as the need that each cguntr
especially small countries should take care abbairtuniqueness and real strengths.
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MAIN IDEA:

Is the experience we have in implementing reforntstaansition processes enough to enable
us to see the essence of transition? Is our urchelisiy of the transition contents from 90’s
still the same after two decades? Do we have aoptda@bout our notions of transition? Is it
possible that the transition is heading the wroray wespecially if we test it from the
perspective of future global flows?

The main idea of this paper is to point out thednie more critical view on the practice of
transition and the dominant philosophy underlying tinderstanding of this process; as well
as the need that each country, especially smahtdes, take care about its unique features
and real strengths.

DEVELOPMENT OF THE MAIN IDEA:

What is moved by transition — which processes? Wiess visible processes that shape
context of moving ahead are initiated by transiidm other words, what are consequences of
transition, if it is considered as dynamic process?

Did we learn some lessons, practical or theoretfoain the course of transition so far?

Finally, 1 will emphasize the necessity to thinkoabnew paradigm of economics. The need
to transform the transition is also very importémm that point of view - the need for
transition of the transition.

HYPOTHESIS:

Transition is change of the prevailing way of thimkand life manner in a society. The way
of thinking and life is dominantly influenced bytémest structure and social power structure.
That's why the transition represents the changethaf social power structure. This
understanding of transition raises question whetthatr new social structure follows the line
of megatrends of development. My hypothesis is that dominant _understanding of

" Faculty for International Economics, Finance andiBess, University UDG, Podgorica



transition is not in accordance with the new globaécene. It doesn’t follow requirements
of the new timd

Where is the transition heading?

Transition has initiated realization of two ideas:
1. The creation of new national states (26)
2. The creation of new society — democratic capitalism

These two ideas are being gently assimilated thr@ugrocess afreating the welfare state,
i.e. creating the ideal gcial state

If welfare state is crawling socialism, did trarmit processes in ex-socialist countries so far
represent a transition from revolutionary socialisnevolutionary socialism?

Did we fall into the trap of socialistic transfortitan of socialism? Did we fall into the trap of
classical national state paradigm?

Which processes, that shape our, at least, cldaeefuare initiated by transition on practical
level?

I'll point out to three | consider:
1. Constructivism
2. Mechanicism
3. Politicism

And will try to describe each of them below:

1. Constructivism: We know what we want in advance! We believe im oconstructivist
vision of development! There is something that @k @ommon goal and we must look at the
society through prism of that common goal! Burefaugplanning were social constructors of
economic system, weren’t they? Didn’t Gosplan repné the greatest mind? Kornai says that
planned (constructivist) economy ends with econarhypoverty. The key consequence of
constructivism is distance from reality i.e. negjleg facts and messages of everyday’s life.

More precisely, constructivist logic is based oa tonviction that someone else knows better
what my interests are! For example, smart governk@ows better where my money should
be invested, so it collects high taxes. Besiderdthiags, high taxes have significant message
for the society: we know better than citizens thelwes what they need! Constructivism is
leaned on the logic of commands and helps more ih#éans on the logic of creating
conditions and removing barriers to developmentat8gy — that is contemporary, modern
term for constructivist logic! Is there somethimgtoday’s world that we don’t need strategy
for? For example, all strategies we have in Morgemeveight almost 20 kilograms! Piles
and piles of paper! This is just an undercoveibiareaucracy!

One of the most favorite terms of constructiviststiie word institutions! Undoubtedly
institutions are the expression of maturity of soeiety, but they also serve as an undercover
for strengthening collectivistic dictatorship! Malji institutions stronger is understood as
spreading state power during transition! Is thallyethe case? Is it really the truth? What is
the institution — is it something that give signfs direction of our behavior? Turn signal at



cars is also an institution, isn't it? Promoterssotial state would say: “Turn-signal on state
owned car is the institution, but not the one amgte car’! ,Dear ladies and gentlemen, the
turn-signal on car is the institution, not ideolbly

Constructivism politics is revealed through prorantof macroeconomic stability as the goal
of economic policy! Macroeconomic stability meamstt economy is managed so as the
Minister of finance has no trauma with budget!hé tstate collects enough taxes — then we
reached the welfare state, because we achievedoetacromic stability! For example, if
GDP growth rate is 8%, as in Montenegro, then yeer’'s absolute annual increase of GDP
amounts to EUR 160.000.000. This is also the amotiabsolute increase of state budget!
State budget growth ate total increase in GDP!h&ttame time people are wondering why
citizens don't feel direct benefits of macroecononstability! It is obvious that
macroeconomic stability doesn’t bring benefits ttzens, but they pay for it through higher
taxes!

Why constructivist logic is oriented to growth aisdagainst development? Constructivism is
always related to quantity, to something measurdt¥eless related, or isn’t related at all to
quality, which is expressed through invisible pssms, knowledge, new organization, to
innovation!

Aren't we witnesses that governments often don'thwdo set the development, but
macroeconomic stability and growth rate, as thé gbaconomic policy?

What was happening in socialism?

2. Mechanicismis an important constitutive element of thinkirfgso-called quasi-elites! It's
the belief in somebody else’s solutions! It's thelidf that only external solutions can be
good! “Don’t invent the wheel... Copy and implemehé tlaws of successful... Take over
experience of successful!” We are mechanicallysfeming the institutions from the West
into our country! We should not “invent the wheddyt we should create conditions to use
these solutions, and do everything so as the eutiipeople accept their usage!

Mechanicism is directly related to belief in comstivism! Both constructivism and
mechanicism don’t admit importance of an individuadividual interests and relation of an
individual with other people; both constructive amgechanical logic rejects the role of
culture as historical amalgam in human behaviodiviual interests, social relations and
culture are important for development of institngo That's why evolutionism is needed
instead of mechanicism — it is needed to creataliions for opening of new processes,
which will lead to creation of institutions. Essenof institutions is imposed bipgics of
processesnot the logic of someone’s mind!

The key mistake of transition is an opinion thagéunstitutional changes must be made
immediately; an opinion that comprehensive insbnal reforms must be conducted all at
once and reality should be immediately pushed timbse artificially created institutions and

institutional arrangements! Very often, such ingittnal arrangements limited progress!
Experience showed thatmoving obstaclesis much more important at the beginning then
institutions themselves! ,This and other experienggve a signal to economic decision
makers who look for “trigger” of economic growthathit is better to focus on how to

eliminate burning obstacles to growth, then hovggend scarce political and administrative
capital on ambitious institutional reforms... Of ceeyrinstitutional reforms are needed at the




end in order to maintain economic growth! But itgiti be easier and more efficient to go
into that once when economy is already growing agn expenses can be distributed
through time!*

3. Politicism Belief that politics must and can resolve almdisp@blems and the belief that
politics must put everything under control! Philpeyg of the politicism is stability, i.e.

political stability! This understands the systempofver where political parties, no matter
whether they belong to position or opposition, hiblel real power! The same role of political
parties in such system is the consequence of égualiideas, i.e. political parties in

opposition don’t have the new idea which could ewg@a political parties within the

government.

Populism is the practical goal, much more importdmn ideas and opening of new
development processes. The balance is being achiavene moment: political parties in
government find the point of impotent power, anditppal parties in opposition find the point
of powerful impotence! That is the point of equilibn! The result of this balance is stability,
which will cement the relations in a society. Inaglice it means that political system
becomes obstruction to new ideas, new businessasyation and entrepreneurship! Along
with political cementing — business structures @&s® being cemented: there are very few
new businesses and new business ideas!

Where will these three processes — constructiviseghanicism and politicism lead us? They
are bringing back old paradigms on the role ofesiat economy and state control over
businesses; they recover protectionist logics, lgrbpsiness and new initiatives! Long-term
economic development based on such processes ssistainable, not matter for high growth
rates which occurs sometimes; these economies Ibavémits of growth! In other words,
prevailing understanding of transition, supportgddgics of Western countries, bring many
new transition countries to the entrance hall ofetigoment and permanent lagging behind
developed countries. Did developed countries implemsame policy measures which they
propo;e to underdeveloped and transition counini@gder to get to the position they have
today”~

In my opinion, this question is the crucial praatistarting point of thinking about transition!
If this is a practical issue, then a question igtik the direction of the new assumptions of
transition?

Before dealing with this issue | will point out lEessons we could learned from transition. |
will also point out to mistakes many small courgri@ve made, when they blindly listened to
the bureaucratic-political commanding advices aiddved McDonaldization policy of their
own development.

LESSONS OF TRANSITION
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Which lessons should we learned from transitionhwigspect to individual behavior,
business activities and the role of state? | wdinp out to several psycho-philosophic
lessons, as transition is considered as the chahgwevailing behavior and logics in a
society!

First, we should break the dreams about the exist&i heaven (or heal) from extreme
mythological point of view in our life. The transih is understood as the transfer
from one political and economic system — socialismanother one — capitalism; it is
the transition from the world of dark to the wodfllight. Have we been aware of the
danger to enter so-called welfare state, which &sn on redistribution and high
expenditures of stattHave we ever been aware of Schumpeter’s ideas fiem
book: ,Capitalism, Socialism, and Democracy*? Theead to individualize the
development arises from all of this, not the neeldureaucratize it!

Second, we didn't understand shrewdness of the,stat the politics. No matter for all
technological disturbances during transition, psscef transition is being expressed
as an attempt of the state, which had lost the pealer after socialistic system
crashed, to regain the real power. Thus, essenicardition is an attempt of the state
to return the real power it had lost! In other wewde can conclude that anachronism
is one of the main features of the today’s conoéptansition.

Third, did we realize that the crisis is also antd®? Are we aware that the crises can be used
as an opportunity for success? Crisis breaks saelations, which have been
cemented until transition. It smashes previouslyneated social structures! The
crisis is like cracking a dam... The pressure is gaip, society have no mechanism
to lessen it and find some kind of exhaust valviesigathe way, and the crisis
escalates, i.e. the dam is being cracked. Shoulctcamtinue following the same
logics which brought us to crisis, or should we rgjea it? Or maybe the logics
remained the same, only the players, which tramwsitirought to scene, are not the
same any more...

Fourth, multiparty system is being glorified. Buhere no master will exist, if there are no
servants” (Hegel). In other words there is no pEaler in politics, if citizens are not
weak, impotent and helpless. If system is took dk@n somewhere else and being
implemented in completely different environmenpesally in small, newly created
transition countries, then it results in glorifyimigmocracy system, i.e. the rule of
majority! 1 am sure that Churchill was right at ttme he said: "Democracy is the
worst form of government, except for all those otteems that have been tried from
time to time." (From a House of Commons speech owelhber 11, 1947). In other
word the democracy is the worst form of governniétihere were no alternatives
that existed. However, we live in the age of enarmitechnological possibilities and
new methods of direct participation of citizensdecision making processes can be
develop; different democracy systems are posséspecially at local level and in
small countries!

Countries mostly have Constitutions that look likgular statutes or bylaws which
regulate organization of state bureaucracy! It setrat we haven't used the chance

% Edgar BrowningStealing from Each Other, How the Welfare StatesR&mericans of Money and Spirit
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to promote new constitutional paradigm. Old paradighich insists on organizing
authorities and governing bodies should be replaggdparadigm which is trying to
find the wayshow to protect an individual from majority ! Isn’t it true that the
Constitution should be an act which protects thhtrof an individual from self-will
of majority! We need direct participation of citie direct expression of people’s
will in decision making process, which also mearsraenreferenda, less power in
political parties,... Regardless legal power ofestaindividual freedom andpower

of individuals are the key constituents @dgical foundation of the society of
future. The transition has given us the chance to ehiset processes among the
first!

Fifth, principle that the equality is more importaghan freedom strengthens in transition!
Bureaucratic elites, wanting to centralize socghtions, promote the theory which
claims that all of us are equal' This theory is IWelown as the theory of equal
bellies! That is the philosophical essence of theiad-democracy. Indeed, welfare
state is the creation of social-democracy, as Bsttastate was the creation of
constructivists and communists! The only differenise that social democrats
appreciate money more than ideals — the idealualgg! Freedom principles create
conditions to respect the principle of differendedween individuals and unequal
capabilities, knowledge and skills of each and gwedividual. Thus it increases the
chance of a society to essentially achieve equedtrtrtent and equal rights of
individuals. If we follow freedom principles, thgossibilities to reach essential
equality of individuals are greater than it hasrbéee case, especially during, but
also after 280 century, when equality in outcomes and the cteri equality in
outcomes has been intruded to people through regpuila

Sixth, the transition emphasized the necessity ropgrty democracy, much more than
political democracyProperty rights, along withfamily andstate represent the key
institutions regulating the relations in a socid®ybperty rights determine prevailing
way of thinking and behavior of people living insacietyf How can we distribute
all resources that belong to one country amongiiisens? How can they become
owners and how will they run the management oveir firoperty? This brings us to
the conclusion thatoupon privatization has been the best form of privatization!
Coupon privatization gave people the chance to gpecesses through capital
market. Capital market is the best way to learsdas of market economy and to
understand global economy! Capital market is suprenteria of financial market
success and the indicator of the scope of chamgb® isystem.

Seventh, transition brings attentions to the imgowse of the notion of time. Transition points
out the danger of short-term view and the imporaaotlong-term view. In other
words, being trapped in short term, bring us todaeger of losing the vision. It can
push us into the logics of inertia, imitation aomtidwing development models which
had been successful in past. It is the emergenbel@f that somebody else’s part is
our future! It is the pattern that kills entrepranal spirit of our people. It is the path
that leads people to engage professions whosehaaepassed; it can bring us to
look like the management of company ,Oliveti* (whiproduced typing machines)
— they fought to increase production efficiencyre time PC industry has started to
grow!

* Ibn Kaldum: Muquadima, Svjetlost, Sarajevo, 1985.



Speedbecomes extremely important; speed in decisionimgals crucial! | also
consider very important to realize that what hagpeow in transition countries is
nothing new! All of that have happened before Ghaisd in last 2.000 hears. The
key difference between then and now lies in teabgwland the consequences it
brings. People now are not more intelligent thaeythave been before! They have
no more real power! It is arguable whether they laappier — which could be
concluded from ancient Greek theorfes!

Did the transition result in creating the systenthwiast decision making; system
which respect the importance time as resource andrgting money along the time?
Is large bureaucracy in conflict with the needadtfdecision making?

Can we maybe express the comprehensive changeiliafation in one single word:
speed! Speed is condensing the intensity of usmg!tThus average wage of
contemporary human of 80 years cannot be just takegranted; we must consider
it in context of life intensity in those 80 yeaWhy are some people eternal?

Eighth, blind belief in institutions as synonymsiate and big and complicated institutional
arrangements is a mistake! If we enter transitimmt@sses aiming to achieve some
intruded institutional arrangement, took over freamewhere else; if we don’t thing
about culture and don’t respect social habits,austand mentality of local people,
we'll put strong limits to our developmefitlt also opposes to global trend of
creating new states, i.e. destruction of curreptgsent system of nation-states.

Critics of transition paradigm implemented untilwneay that it is more important to
move barriers and obstacles, and to open the meses the beginning. That will
build the foundations to develop institutions aftards. The institutions being built
must tie global processes with local culture — gl@ation and local culture must
get connected somehow. This brings us to the auresii the culture is important,

are all institutions the same? Are there any smef@htures of certain cultures, any
uniqueness? Does it really mean that everythingt haesexactly the same and
uniform in order to be global?

Are, as | already said, the institutions just aidfein the power of state? Does
strengthening institutions only strengthen the powkthe state? Or should the
strengthening the institutions be strengtheninthefsociety at the same time?

Ninth, the state should become a part of sociaty time owner of society! National state is
becoming more anachronism and out-dated institstiemery day! Millions of
people in future will probably pay the consequerafespposing this idea. Shouldn’t
we expect that states which accept this idea ahowfat will become centers of
power in future? As for example Netherlands, Patudpenmark had become
“super power” when realized the processes whichraeed Roman Empire and
build their states on those processes. Can therhisepeat? Is it possible that
similar thing happens today?

® Ronald RightShort History of progresstanslation, Geopolitika, Beograd
® Svetozar Pejovich: Why is culture important?, taEucken Institute, 2003



Tenth, transition processes requaeurage! Processes require self-belief and self-respect!

Processes ask for people who are ready to sacmificd — to sacrifice life if needed,
in order to make these processes possible and Hadh't the Christ been a
paradigm of introducing, promoting and sacrificifly an idea? Not too many
people have said much about Christ as a brave 'n@mirage is usually being
related to Alexander the Great, Cesar, Colombo,oM@m... They were brave to
defend and develop paradigm of development of #air But Christ was been brave
to develop new paradigm and to prove his belighia paradigm by his own life?
Did the transition need more brave spiritual leadas Claus, Laar,?2.

All these lessons bring us to one common lessonnWst turn to life and an individual, to
his freedom and the quality of his life — that e tkey message and the key lesson of
transition.

SMALL COUNTRY IN TRANSITION

How does the context within which transition pracésonstructivism, mechanicism and
politicism) take place and lessons learned fromsiteon influence the context of social
relations in a small country, such as, for examientenegro? What can be a real danger for
a small country in circumstances like these?

| think that imitating a big and strong country cha devastating for a small country.
Imitating means that a small country have all bedadl ceremonies and protocol procedures,
as a big country; it also has numerous bureauctigigmacy, many needed and unnecessary
laws, regulatory system, etc.

What are the differences between society orgawizati Montenegro and USA; or between
Montenegro and Germany? Does a country with 650p@@ple need as same bodies and as
same bureaucratic apparatus as a country with appualof more than 50 millions?

Is the state organization similar to organizatidnMcDonald’s restaurants — very same
everywhere around the globe? Is Mc Donald’s fastifeestaurants chain the only one that
operates today?

In other words, is it true that only chance of dnsalintries is to put on global uniform and
become global “soldier”? This raises a questionatwdan be a benefit of global processes for
a small country if it is as same as all other cneg?

What can bring prosperity to a small country today?
A small country will progress only if it is beingfi@rent; if it's being special, unique; if it
creates its own brand. A small country will succeadly if it has entrepreneurial approach

and it is unique!

The chance for a small country lies in being déférfrom the others and being recognizes by
its uniqueness!

" See: Colin DurierAnno Domini 33 — the Year That Has Changed the élVodnslation, Naklada Ljevak,
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Is it possible that a small country can impleméig policy of being different and unique - or
big countries and big systems will endanger it?

In my opinion the real power in today’s world liesthe hands of the great powers and small
or very countries! The great powers (if we usetelininology) have the power and strength

of the great! Being small becomes an advantagesitimderstand the size as the power that
comes from a speed of adapting to new circumstances

Why is this happening? Where global flows will tak&? Should we adapt to flows from the
past of to the future flows? Should we “conquerg fast which has ended or the future
which has just started?

LESSONS AND MESSAGES OF THE HISTORY OF DEVELOPMENT

Could our economic development in the past bringwa light in observing transition — can it
give some kind of context to analysis of transitidh each transition country is aiming to
achieve the same goal — to improve quality of dfeall citizens, i.e. to increase wealth of
every individual and a society as a whole, it neagly raises a questioWhy are some
nations wealthy, while other are poor?

Progress and development ask ifatiatives — initiatives don’t fall from the sky! Initiatives
require innovation in technology, devoted peopld aew knowledge! But initiatives always
face obstacles! Countries that have reduced thaseels to new initiatives are highly
developed today! These initiatives lead societe®rivate property and strengthening
institutions based on private property Private property is a tool to limit the powertbé
rulers and their despotism. Developed countrigeday’s world are there where the success
has been celebrated. On the other side, undevelopauries are there where failure and
defeat have been glorified. Has the transigstablished this kind of approach, this way of
understanding life? Has the transition promoted ecoomic freedom, i.e. freedom of an
individual to _enter business activities and earn muey; has it developed a belief that
business is the key in developing society and in@&ing individual wealth?

LESSONS OF FUTURE DEVELOPMENT

There are four important mega-changes happeningdiay’s world, which are important in
understanding the idea of economic freedom, i.angterstanding the essence of transition:

1) Global economy development;
2) Weakening of the nation-state,
3) New economic theory;

4) New view on world

1. Global economy

LESSONS OF FUTURE DEVELOPMENT

There are four important mega-changes happeningdiay’s world, which are important in
understanding the idea of economic freedom, i.angterstanding the essence of transition:



1) Development of global economy;
2) Weakening of the nation-state;
3) New economic theory;

4) New view on world.

1. Global economy

Can the fact that the West has been created antdtasne the most developed part of the
world thanks to innovations and technology, investta into knowledge and broadening
market be used as a lesson for some countriegsemuir?

Isn’t this confirmed by experience of Ireland andl&d? Both countries followed the path

of investing into technology and knowledge, i.e\thargely invested into human resources.
That encouraged entrepreneurial spirit in the aguand entrepreneurial activities emerged,
while people at the same time got free from the &ddoreigners and foreign capital. Both

countries got free from the myth on the importammtenational market. They created

development strategy for their companies which ietbéntering foreign markets and selling
products and services there. Besides, Finland eweoduced English as official business

language.

Both countries, Ireland and Finland changed strategion of development! The starting
point of their new vision is that regardless thet they are small countries, they can become
strong players on global market. In other wordshlmountries had understood themselves as
business platformin relations with the rest of the world, not ae fortress in the ocean of
global economy.

That's how these two countries have become theeaptrt of global economy and important
constituent of global economic flows.

Two elements of global economy are important here:

1. Global economy is happening and becoming realityubh mechanism of global market,
which ties the world economy into one unique, welhinected and complete totality!

2. Global economy abolishes borders, and creates tesdeworld. There are no limits to
communication, companies, capital and consumeiadiay’s world.

2. Global economy and the nation-state

Global economy is the economy which abolishes diatders. How do we understand this
change having in mind the fact that our understamndf reality, especially economic reality,
is based on notion of classical nation-state? Etaceas a science has been closely related
to the concept of nation-state. It was even napwitical economy.

What makes the economic essence of nation-state?

- Protection of domestic economy. First of all, depehent depends on national market
not on global market. Import-export flows, as wadl all other relations with foreign
and global markets are under state control. Econofnthe nation-state is closed
economy, i.e. closed economy has been createdeb&eynes. Nation-states have
national symbols, national territory, national emcy and central bank to protect it
and it has the army.
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- Protectionism is the key economic philosophy ofarastate concept!

What happens with these key elements of natioe-sthen borders are being opened? Are
border controls pointless in the world of intern€&n the state keep strong political function
if we know that a part of its political sovereigngytransferred out of its borders, to supra-
national levels? Should the state become economit instead of political, no matter
whether it'll becomeregion-statg as Ohmae calls it, aosmopolitan as said by Ulrich
Bech?

However, one global trend is evident: global ecopamquires replacement of the role,
which political state has had in the past, by eoauncstate in future! This trend will have

tremendous implications in this century. The questeing raised here is whether transition
will lead us to political or economic state?

3. Global economy and new economic theory

Can the understanding of economy and economic\patieasures remain the same in new
global environment and weakening of the nationestancept?

As economists, are we aware of these facts? Havealieed it? Do we, as economists, put
the focus of our attention to the core of econotoyghenomena and activities that are taking
place around us, or are we much more orientedetavidll known theories from the past and
trying to analyze and explain contemporary econgshienomena by them? Can old theories
be used in explaining today’s economic reality? ¢lave, as economists ever wondered:
Why did these great economists explain economic eglons on the way they explained
them?

Are they being great minds in_economics as_scien@nd philosophy because they
discovered natural laws in economics, or becausedin thought and their ideas resulted
from historical circumstances of the time they live in? If this is true, then | ask whether a
theory which properly explains economic and otleatrons in a society of a certain period
of history can still be used in analysis of today@rld without any mistakes? Isn't it true that
Smith has only spoke about factories and indu$tny,not about sector of services? David
Ricardo put comparative advantage into focus ofrésgarch attention at the time when his
home country England had been a super-power; Kegiegsloped his general theory of
economics as a response to Big Economic Crisis i®29; Hayek and Misses reacted on the
power of welfare state!

This is why | think that is extremely important tommderstand that as circumstances in
economic environment changes, theory which expladesomic relations must also change!

If economic thought and economic theory is morelgianary (adaptive to circumstances),
then theories that explain physical relations (redtlaws), would the solutions for old
economic problems be as successful in solving tsdayonomic problems?

If we agree that our reality today can describedghbwyord - globalization, are the postulates
of traditional Keynes macroeconomic still valid &y@ Should we keep macroeconomic
stability, i.e. relation between employment andaitidn in the economy, as key goal of
economic policy? Isn’t it true that economic paiin transition process also lean on the
myth of macroeconomic stability?
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Roughly said, we can choose one of the two follgwapproaches:aj either to keep on
living in the dreams of great economic minds fromtie past (b) or to widely open our
eyes and look for the heart of economy which is tatkg place around us

Technology has changed the world! Technology imeneents have changed perception of
the world we are living in! Technology also bringganges into economy! And economy and
economic environment is as steady and stable asonodbgy.

4. Global economy and new view on the world

We are still captivated by mechanistic paradigmaolwhinad been scientifically structured
round 400 years ago! It has been founded by FraBason, Rene Descartes and Isaac
Newton.

Mechanistic world in the world of cause-consequemigerminism and linearity; it is the
world of visible and material.

However, researchers who explored atomic and sohbatworld in 2¢" century revealed
unexpected limits of classical physics and thusasep to need to revise many, until then,
basic notions.

The world has much more complexity then postulateglassical physics demonstrated.
Quantum physics revealed that complexity (Heisamdgohr).

What have happened after the birth quantum phy&la$ve get to the understanding of the
indeterminacy? Did we get to the understandindhefworld of chaos; world of anarchy? Is
there any resemblance between quantum physics labdl ggconomy? Some well-known
researchers of global economy claim yes!

Similarity of global economy to quantum mechanamises a question whether we can give a
new name to global economy and call it “quantunmeaay”?

Montenegro between the shock of globalization andapal economy

In following part of the paper | will go back teibeginning part.

If we take into consideration the context, implibg already described megatrends that
feature today’s world, which way of developmentiddoMontenegro choose? What should
be taken as essence of its transition?

Should Montenegro continue to go along pia¢h of economic freedonthat leads to global
economy, or should we acceptotectionists’ logic, which is recovered in Montenegro
lately. Should we go along the way of strengthennginesses and belief that money is
created nowhere but in business, or should weJseligo donations, foreign aid, external
funds, and foreign loang®n_African proverb says that a hand that bags is alvays below
a_hand that gives.What is more important for our development — td begh quality
domestic products and services not only in the tgumut even more on international
markets; or to sell Montenegrin political conceotshe world?
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Should we invest into knowledge, research and feartd technology that is valorized on
global market, or should we invest into politiciaaad bureaucracy? Should we finish
privatization process (remaining 15% of total calpis still in hands of state) and protect
private property or should we keep domination stagparty property?

Should we develop open economy or as proposed dyprwectionists closed and controlled
economy? How should we respond to the challengegobflization: to open the market or
to, as protectionist propose, close the market @eneelop - | will call it - hedgehog-
economy? Are protectionists in shock because they haveossibility to control import-
export flows in borderless global economy, or tiegr that they don’t have products and
services good enough to be sold at global markdthab economy threw protectionist
economic thought out of saddle!

All of these questions should be considered in exinbf global economy! People who
understand the fact that global economy is ouityeand who realize that rejecting it would
be as useless as plowing the sea, promote oneopeveht concept in Montenegro. Others
who don’t admit existence of global economy; wh@age globalization have their concept,
or at least they say so.

Here we come to the point that the role of statk isyorganization is important. According
to our concept, state should be more economic, plétical element of the society. What's
essential role of diplomacy, if not the role in am@f economics? Global economy revokes
national borders. The model of nation-state i.ditipal state assumes existence of national
borders. National state is losing power! A new é&neew power is being created: the power
of global economy,i.e. the power of (capital) market! It is the isiile power! It is the
power without coercion! If you want investmentsoitconomy, open the borders and create
conditions - capital will come and stay in the coyhlf you don’t want to do so, capital will
go somewhere else! If investors bypass the couttigycountry will be condemned to lack
behind development! This raises the question whegnewth of budget consumption in
Montenegro is a force which attracts capital? Ddestenegro really need more than 40.000
people who get salaries from state budget?

We proposed the concept of microstate - economjicefficient and pro-development
oriented organization of the state, which would cemage development of open and
knowledge based society. We also offered an aligmdo present political system in
Montenegro — introduction of presidential systetang with few other changés.

The concept is trying to be in accordance withwiseéon of involving Montenegro in global
economic flows. But, people who have no knowledgd don’'t feel what are essential
principles of global economy can hardly understdr@dconcept of microstate.

Opponents of our concept discuss and analyze in ftbe perspective of mechanistic
paradigm and mechanical view on the world. That'g/whey see the term micro-state and
the notion of micro in general, as something unpiat#e for as tall people as Montenegrin
people are! But, if the strength had come filoemght and weight atomic bomb would have
been given another name!

8 Beck, Ulrich: ,Power in Global Age*, Skolska knjigZagreb, 2006
® Vukoti¢, Veselin: ,Montenegro — microstate®, Internatior@bnference ,Policies for Viable Microstates®,
ISSP, Podgorica, 2003
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However, new economic thought that is being creatéddontenegro, will probably influence
and change prevailing way of thinking. As soon a&semtered transition, we have realized
that many problems we are facing are the new pnablmdeed. These problems cannot be
solved using recipes of old economic theories. @tae no recipes from past that can be
used in today’s world of complexity and interdepemek; the world of new technology and
knowledge. No old solutions can be used in the dvathereold paradigm basedn physics

is being replaced bthe new paradigmbasecbn biology. This transition, from paradigm of
determinism implied by laws of physics, into pagadiof uncertainty, indeterminacy and
evolution, lays foundation for development of nes@m@omic theory. All of this requires new
approach to economics, both on theoretical andipeddevel!

| think that maybe economists are the only protesan Montenegro, which understood and
followed this change of dominant paradigm sincaditgon has started. It might be the reason
that we are facing the strongest criticism.
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