Lesson 7 Ownership and modes of operation

Text 2

[bookmark: _GoBack]Mark’s economics class is discussing economic systems this week. Mark is not very familiar with the concept of a planned economy, so he goes to the teacher’s office hours for help. Professor Lin Hanhua is happy to see him. The two sit down for a face-to-face talk.

	Mark:
	Professor Lin, many people think the planned economy is without value, but you seem to have mentioned some good things about it in class. I’m not sure if I heard this right.

	Hanhua:
	Oh, I meant that the planned economy has had its critical successes. For instance, China and the former Soviet Union both realized rapid economic development through planned economies. I’ve uploaded some data online.

	Mark:
	You seem to have also mentioned some other advantages of the planned economy, such as universal employment, the conservation of natural resources, a small gap between the rich and poor, etc. I hadn’t known about these advantages before.

	Hanhua:
	We can look at the question this way: Why did planned economies emerge in the twentieth century? It was because people knew the shortcomings of market economies. It was a progressive move for that time. When an economy was not very developed, a planned economic system could allocate labor, materials, and capital to where it was needed most. It could also ensure people’s sustainable needs. However, I talked about the disadvantages of a planned economy in class too, right?

	Mark:
	I think so. In modern economic times, people have a variety of needs, and change happens quickly. It’s difficult to make plans that suit the actual situation.

	Hanhua:
	That’s right. Because of that, a planned economy could easily cause shortages or excessive supplies. Moreover, under a planned economy, the government has too much power because it gets to decide everything; there would be too little democracy. In addition, because there is no competition, over time people lose incentives and creativity. All these problems were covered in the handout.

	Mark:
	So your conclusion is that a planned economy is not suitable for modernization?

	Hanhua:
	Correct. This is why China needed the economic reform and a market economy.

	Mark:
	But why do some people still consider a planned economy promising?

	Hanhua:
	That is because the advancement of technology has made the collection and processing of information convenient. These people think computers might be able to help us restore a planned economy.

	Mark:
	An interesting thought. Thank you very much, Professor Lin.



