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National roads to socialism and development: the self-management systems of Poland and Yugoslavia
‘I say to you: help us, help me … I am only a worker like you … But now, and I tell you this in all solemnity as a Pole and as a Communist, the fate of our nation and the cause of socialism are in the balance’ 
Edward Gierek (cf: Szymanski, 1984: 48, cf: Ascherson, 1981: 107)
Introduction
This paper compares the role of workers in the ideology and institutions of two socialist political systems, Poland and Yugoslavia through four decades of socialism (1945-1988). 
After WWII in both countries skilled (industrial) workers – as scarce as capital - were both the central social strata in terms of the legitimacy of the communist party rule and the source of economic growth and modernization. The institutionalization of this ‘privileged’ stratum became known as the workers-self management systems – established only in Poland and Yugoslavia among all Central and East European socialist states. 

The focus of this paper is to offer answers to why and how the very institutionalization of the workers’ role in the political and economic systems of these two countries actually happened. My aim is to show in comparative way the ideological bases of establishment of ‘workers’ self-management as the leading concept of a socialist self-managing societies, the relationship between Communist party and organized labor, the history of the institutionalized role of workers during the four decades of  socialism, and labor policies in these two communist states.

With this comparative analysis of the evolution of socialist workers’ self-management systems my aim is to come closer in understanding the patterns of systemic change (1989-1992) in these two countries. By offering an insight into the historical development of these two systems, my intention is to establish grounds to tackle the question of why this institution and ideology was dismantled so radically differently and replaced with other in Poland an in two of the successor states of Yugoslavia, Serbia and Slovenia. In other words, I hypothesize that legacies matter. The surrounding ideology of dissolution of these socialist regimes, with nominal or real workers’ power in it, also determined the role of labor in the transformation process, and its’ role in the new post-communist setting.
The paper is divided into four parts. In the first part I explore the political alliances of the Yugoslav and Polish Communist parties, with special emphasis on industrial workers, along with the devolution of party authority in these states. In the second part of the paper I discuss the ideational bases of workers’ self management systems, starting from a general theory of productive labor, through Marx’ contributions, until the specific reinterpretation of the Marxist thought by leading Polish and Yugoslav intellectuals and communist leaders. In the third part the evolution of the institutions of workers’ self-management presented, along with the surrounding official ideology of industrial democracy is presented. In the final part I compare the Polish and Yugoslav labor, wage and employment policies throughout the socialist era.
Workers as ‘given’: the political alliances of the communist parties, and the (d)evolution of party authority in Poland and Yugoslavia
Communist rule in Poland and Yugoslavia, as in other Central East European states, started with the establishment of dictatorship in the name of the working class. It meant eliminating all potential rivals aspiring for political monopoly, while also ‘alternating the relations of power between social classes’ in an unorthodox way (Taras, 1982: 47). This was followed with a period of ‘Stalinist’ reorganization of the whole economy, including collectivization. In comparison to other socialist states, the period of Stalinism was the most ‘short-lived’ in the countries that later became to be known as the reform communist states. In Poland this period finished in 1954, in Yugoslavia in 1951 and in Hungary in 1953. In these countries these steps were thereafter justified at least as the preconditions for enabling economic growth from the perspective of an economic ideology. The grand project of socialist transformation after WW II in these countries was based more on economic ideology of modernization and national independence – a ‘strategy of change’ for a communist party, rather than structurally in the exclusive role of the vanguard party. (Woodward, 1994: 19)

The very similar economic ideology of ‘roads’ to socialism of the Polish and Yugoslav communist leadership
 assumed the leading role of the social class of skilled, productive labor in achieving the economic goals of growth and modernization. On the other hand, politically, socialism was to be built with the unquestionable leadership of the communist party, while the core of political support was to come from the working class. In this process, the ‘working class’ was envisioned to become gradually more skilled and highly productive and increasingly participate in decision making – realizing itself both politically and economically.
The similar economic and social reality of Yugoslavia and Poland was the environment where the operational economic and political strategy and ideology of the respective communist parties were created. After the WWII, apart of capital scarcity, and being under-developed, largely agrarian societies, in both Poland and Yugoslavia skilled, industrial labor was also a scarce resource,  concentrated in both countries on the North-West industrial areas. The idea of economic development had a parallel in making industrial labor the central social force of development, and central basis of political support and communist legitimacy.

In order to establish a social basis of support and secure their monopoly of power, communist party leaders of Poland and Yugoslavia soon realized that the support of (industrial) workers is not sufficient for the legitimacy of the one party rule in an agrarian society, and in the long run, for the realization of their grand economic and political project of development. Second, as party leaders learnt, even the support of the working class was conditional: after WWII the communist party had to win that support! 

Concerning the first challenge, in both countries the communist parties identified broader political alliances, and supporters apart of the industrial working class. 

The Yugoslav and the Polish communist parties’ strategy had the largest similarity in terms of initially establishing a political alliance with the peasants – or rather not alienating the peasantry.
 The timing and the substance of these compromises was very different, but there were important similarities characteristic only to these two countries.
 The peasant constituency in both Yugoslav and Polish communist parties was negligible over the four decades of socialism – what also shows that due to their economic strategy communists could never win the overall support of peasantry. However, while in Yugoslav case the peasantry lost its’ political strength until the 1960s
, in Poland this was not the case. This forced the Polish rulers to compromise with the peasant representatives afterwards
. 
A considerable and ever growing faction of the white-collar workers and ‘intelligentsia’ emerged as the ultimate protectors of the industrial working class’ interests – especially in the less industrialized areas. The alliance with white-collar workers (‘bureaucrats’), whose constituency in the party membership constantly and disproportionately grew during the four socialist decades, in the last instance posed a serious challenge to the legitimacy of the communist leadership
. Both systems eventually failed in resolving this paradox
. 

Since the Polish communists did not have their own social revolution, the search for ‘winning’ social constituencies began later than in Yugoslavia. In Poland the presence of the Soviets – that was not perceived (unambiguously) positively by its’ population, after the War both enabled and required from the Polish communists to look for the broadest left-wing coalition – for the purposes of legitimacy. The seeds of the tendency to form the broadest possible, but much shakier left wing coalition
 for governing were sewn very early. This moreover remained a relatively constant feature of the strategy of the dominant party during the history of socialist Poland. The possibility for fractional nature of Polish communist governance had its corresponding social base.

The second challenge, securing the support of skilled labor was however a more difficult task than communists expected. In Poland after the War there were two competing parties for industrial workers representation and support: the socialist Polish Socialist Party and the communist Polish Workers’ Party. The communists won – but only temporarily and not absolutely. The communist dominated PUWP further Soviet model based policies adopted after 1948 became unpopular among industrial workers – and many Stakhanovite provisions could not be implemented
. 

Basically the Communists were more supported by small and landless peasants - rather than industrial workers. In order to win, the PWP - following the logic of the international communist movement - was determined to form the broadest possible left-wing coalition, including especially the socialists and the peasants’ party.
  In order to neutralize the socialists, a merger party of communists and socialists was created, the Polish United Workers Party, in December 1948 (Szymanski 1984: 36), while a coalition was made with a smaller peasants’ party. However, the PWP representatives, unlike in other Soviet satellite states remained (politically) alive and relevant, especially after Gomulka returned to power in 1956.

The Yugoslav communists, as a party devoted to both social revolution and economic development faced even a larger difficulty in defining the common ideology for strikingly different (republican) constituencies. Organized industrial labor was present only in the more developed republics – Croatia and Slovenia that was again divided along religious, ethnonational and sectoral lines. In other, more agrarian regions there were only ‘pockets’ of radical workers, while some areas remained almost completely agrarian – with the land reform being the most important question (as in Macedonia) for local communists. Being a workers’ party the communists therefore had, first to acknowledge in start a regional bias in favor of the most advanced elements of the working class, but also a cautious strategy for establishing a popular front. This popular front, the seed of the later alliance across the ‘exploited’ – established a political alliance along poor but also middle strata. Irrespective of actual economic conditions in the given region, the alliance included peasants, workers, and ‘liberal middle strata’ ensuring a more than sufficient base for political rule. (Woodward, 1994: 41-42, 48)  
To truly represent the Croatian and Slovene industrial workers, the Yugoslav communist leadership had to adopt very early, in the 1930s also a ‘nationalist’ strategy, in order to win constituencies over the most popular Croatian and Slovene parties -   the Croatian Peasant Party and the Slovene People’s Party, both nationalist and clerical. 
The striking difference in evolution of the Polish communist party, the PUWP in terms of its social support from other CMEA countries is identified by Ellen Comisso (Comisso, 1986: 56-59). Since the sole support of industrial workers was not sufficient for the rule of the party, first of all, due to its’ large risk (due to the emergence of workers’ protests), the very peculiarity of the Polish choice from 1956 until 1980 was based on changing shifts for seeking support from nonparty groups and popular protests. These were actually ‘valuable resources for discrediting opponents and forcing through desired policy changes within the party itself’ (Comisso, 1986: 56). In this respect, workers’ councils were used to push for liberal reforms in 1956, student demonstrations in 1968 were instrumentalized for more repressive measures against the Jewish intellectuals, and workers’ protest of 1970 was used to oust Gomulka. That is, it became accepted practice for leaders to forward their specific interests and ambitions by all means, what eventually became disastrous in the very maintenance of the unity of the party and collective leadership. Competing fractions and disagreements furthermore posed serious limits to the long-run rational governance of the country – especially in ‘hard times’.
  The very functioning of a centrally planned economy and political system required control over individual organizations – from enterprises to police – but it was also necessary for 

‘[W]ielding clout in the party and protecting oneself from rivals, overall party control over subordinate organizations declined as individual control increased. Hence, even when a collective decision was made, it could easily remain a dead letter if opponents of the decision controlled the organization that had to implement it. Whereas in Hungary, then, “virtue” in carrying out a decision one opposed could be regarded with increased influence, in Poland precisely the opposite was the case: individual leaders and rival factions had far more incentives either to stonewall decisions or to provoke protests against them than to carry them out. Rather than checks-and-balances between the state and the party, a relationship developed that was based on veto power of one against the other. Not surprisingly even moderate economic reform was impossible in such conditions.’ (Comisso, 1986: 57)
The (d)evolution of the party authority in decision-making was thus path dependent – beginning with Gomulka’s choice for the instrumental usage of the work councils voice in 1956. In the following development, that Comisso describes as a ‘factional warfare’ among PUWP members, the paradox of consensus and pressure for changes remained constant, which led to both crises and paralyses in decision making. An environment was created where even minor economic changes without consultation could cause crisis (the reason of ousting Gomulka). A further step was made by Gierek, who adopted even larger populist methods in government, ‘to end the party’s isolation from the larger society’ (Comisso, 1986: 57) – thus increasing rather than decreasing the influence of different social groups in party-decision making. Gierek strategy of economic renewal was only initially successful: with the first signals of economic crisis, given the weak communist party discipline and fractionalism, with distinct interests of ‘local barons’, leaders of large enterprises with increased autonomy - the failure was inevitable
. The culmination of the crisis was reached with the emergence of organized workers’ protest, which, due to the position of workers in the political economy, actually had real political power and questioned the legitimacy of the system. The partial and temporary solution was the imposition of the martial law that could not resolve the crisis. The lifting of the military dictatorship only reinstated the fractional divisions within the party, with at least six dominant party figures with separate visions and support from different constituencies.
The fractional and consensual nature in the political decision making in Yugoslavia, due to its’ (con)federal political system, largely based also on multiethnic constituency, and different economic interests due to large disproportions in economic development of different republics and regions is a relatively well-known fact. Tito’s winning coalition was to (Rusinow, 1974, Woodward, 1994) rely heavily first of all on the workers’ constituencies of the more developed republics for political support (first of all, Croatia, but also Slovenia). This bias also meant that the most advanced parts of the workers class could never been confronted by force.
This gradually evolved also into accepting the economic interests of the successful exporters (enterprises) – again mostly concentrated in the Northwest of the country, and usually accepting their leading role in the creation of development strategy for the whole country
. At the same time an independent Yugoslav army was maintained, along with industries surrounding it - as the common interest of all. The gradual opening of the system both politically and economically and the ‘Reforms’ in 1965 also went along with more openness for inclusion of social voices in the political decision making. Openness however was created relying on several limitations: cross-republican (all-Yugoslav) alliances and voices were (especially among workers) discouraged and made rather impossible
, while balancing between the Scylla of exclusivist ‘nationalism’ and the threat of centralist, statist (Stalinist) ‘Yugoslavism’ on the one hand, and ‘anarchism’ and ‘state socialism’ on the other made Yugoslav politics meaningful only to the most informed, inner circles of the ‘old guard’.

The economic crisis of 1980s was accompanied by a political one – the lack of necessary consensus among the regionally divided elites, who were following strikingly different interests. At the same time, with social re-opening in the 1980s (especially in Serbia and Slovenia) the frustrations were followed by discontent that ultimately led to deteriorating legitimacy of the whole system. The weak federal authorities incapable of implementing austerity measures, culminated in the dissolution of the League of Communists of Yugoslavia as the ultimate guarantor of consensus and solution. 
Ideational bases of workers self-management. Constructing ‘alternative’ socialist political economy 
Thorough understanding of the workers’ self management system requires an insight into the ideological background that enabled the very institutionalization of the workers’ role in Poland and Yugoslavia. I present here this ideological background on different levels. I start with a general theory of classic economy on productive labor as the underlying basic idea behind the eventually adopted grand strategy of socialist developmentalism and continue with Marx’ and Marxist interpretations of this theory. Finally I present the very ideas and motivations of the Yugoslav and Polish communist actors who eventually institutionalized the workers’ self management systems, along with the ways and circumstances of the institutionalization. 
The concept of productive labor and Marx’ contributions
The central economic concept necessary for understanding the later emerging theory of workers’ self management is the concept of productive labor. Initially based on the classical theories of economic growth, that stated that 

‘growth occurred only through increases in real value – net or surplus, value accumulated from production where the yield from human labor exceeded that which was necessary to reproduce both that labor and all other, unproductive uses of human labor in society. […] Value added in production was not only a monetary category of revenue above costs of production, but necessarily a real category: the wages of those whose labor created value represented wage goods […] The subsistence fund for society defined the limit to economic growth. It depended not only how many were consuming that fund in relation to how many were creating it […], but also on the productivity of the industries producing those basic consumption goods and the price of the goods. (Woodward, 1994: 18-19)
The theory furthermore defined two different strategies for achieving growth. The first had both positive and negative element: the positive element was to demand from the society to bring in the maximum available resources into productive usage. The negative requirement was to get rid of all unproductive endeavors, including most of administrators and bureaucrats, merchants’ profits etc., while also abandoning irrational social organizations. The second strategy was to increase labor’s capacities, increasing the individual’s marginal output by use of machinery, application of scientific results, education etc. – thus creating and increasing ‘human capital’. The society would finally define and value the individual human according to his/her relative productivity based on skill, output etc. (Woodward 1994: 19)
The application of this theory meant first that producers were to take the lead in organization of economic activities and enjoy exclusively the rights of ownership. Next, producers were supposed to unite the functions of labor, finance, commerce and manufacturing into a single association of workers, while both increasing the incentives to work and reducing the (transaction) costs. The economic decisions for coordinating the activities of associations and solving uncertainty problems would be guided by a rational economic plan. The society of producers was also required to balance between the increase in standard of living and ‘investing’ in goods necessary for production. (Woodward 1994: 19-20) As a consequence, this theory was also anti-statist: the institution of social ownership was to eliminate the need for the state. 
Marx contributed to further development of this concept first of all in The Capital. Based on his original interpretation of the economic reality, the central role of the productive class was highlighted from a political perspective, arguing for necessary change
. Among the most important issues that remained ambiguous were the role of the state and the role of a ‘vanguard’ party that would establish the free society of workers. In terms of workers’ political role, Marx considered trade unions to be the ‘schools of socialism’ and only capable of truly representing the interests of workers (Marx, 1977: 538 cf: Taras, 1984: 241) - what implied independence from any political organization.

The Marxists’ in Poland and Yugoslavia

Most of the Marxist theorists admitted that the state could not be abandoned while realizing the creation of Marx’s free ‘cooperative society’. In the hostile international environment this seemed impossible. However, there was a hope that state would be less and less necessary. (Taras, 1984: 241, Woodward, 1994: 21-22) Among all Marxists, Lenin became known for his insistence on the primacy of the vanguard party in establishing the workers’ state. Lenin also condemned the idea of workers’ independence (‘the syndicalist deviation’) and argued for the necessity of tighter links with the party. Influenced by Bukharin, Lenin moreover concluded that in industrial democracy (in largely agrarian, underdeveloped societies) the stress is on the ‘industrial’ and not on democracy. The term of industrial democracy was thus eventually rejected by him.
 
It seems plausible to expect that Marxist thinkers in both Poland and Yugoslavia took into consideration both Marx’s and Lenin’s contradictory ideas about the role of workers in a socialist economy. In both Yugoslavia and Poland the notion of ‘industrial democracy’ – in contrast to many other socialist states, however remained among the central ideas of the communist leadership and applied ideology. Reinterpretation of the workers’ role in the economy meant indirectly also autonomy in their own interpretation of Marxism. In the very construction of their socialist political economy however, Lenin’s prescription largely prevailed. This was especially the case in the formerly under-industrialized regions, where the actual role of workers within enterprises was instrumentalized for economic and political purposes. However, the situation was rather different in the areas with significant industrial working class
. 

The grand socialist strategy of development, the Yugoslav, but also the Polish building of socialism was centered on an anti-statist (or minimum-statist), industrial worker-centered concept of productive labor and reconciled with the requirements of a functioning economy
. The grand socialist theory of the producers’ cooperative society was further developed in the interwar and post-war period, by both Polish and Yugoslav economists. In this respect the theories and ideas of Oskar Lange, Michal Kalecki, Wlodzimierz Brus, Branko Horvat and Boris Kidrič are worth of reconsideration.
 

Institutional design of self management in Poland and Yugoslavia
The establishment of workers’ self management in Poland and Yugoslavia was a specific compromise between Marx’ and Lenin’s ideas on the (political) autonomy of industrial workers. In order to see the way how the Polish and Yugoslav communist or left wing intellectuals as institutional designers implemented the Marxist theory, I will present these central actors’ ideas and motivations, along with the context of the institutional design of self-management.

The idea of implementation of workers’ self management in Yugoslavia was both the result of a developmental strategy (‘Yugoslav road to socialism’), but also the result of the famous quarrel with and independence from Stalin in 1948. As a result, however the Yugoslav communist leaders had to prove that they are the true Marxist – in opposition to the Soviets. On the other hand, Tito and his inner circle were about to reaffirm their developmental strategy, along with their strategic positioning in the international environment. The central instrument and institution of this eventually became known as ‘workers’ self management’.
Only a handful of people played important roles in the ‘great debate’ on the Soviet deformations in the interpretation and imposition of socialism, in the period between 1949 and November 1952 when the final decision on implementation of workers’ self management system was made. The main debate was among the eight politburo members plus Bakarić and Vukmanović. But three people were particularly active in re-reading Marxism and Leninism – Djilas, Kardelj and Kidrič (Rusinow, 1974: 48-50, Djilas 1969: 157). 
Djilas reports that he began to reread, with greater care then ever, The Capital. He discovered many new and interesting ‘ideas about a future society in which the immediate producers, through free association, would themselves make the decisions regarding production and distribution’. With the ‘discovery’ that Yugoslavia is in a 
‘position to start creating Marx’s free association of producers[:] [t]he factories would be left in their hands with the sole proviso that they should pay a tax for military and other [essential] States’ needs.’ […] Kardelj suggested that my proposals for management should be associated with workers’ councils, first of all in a way that would give them more rights and greater responsibilities. […]
Finally, Djilas concludes:

[T]his would be the beginning of democracy, something that socialism had not yet achieved; further, it could be plainly seen by the world and the international workers’ movement as a radical departure from Stalinism’
(Djilas, 1969: 157) 
The popular interpretation also considers that Kardelj and others of the CPY invented the idea of ‘self-management’ only in order to prove that Stalin is wrong, and Tito is right. This is however, only a partial truth
 – since it was strongly linked also to the concept of socialist strategy of development.
 
In order to establish the economic conditions for the adoption of the workers’ self-management system, Kidrič developed an operationally decentralized model of socialist economy. Although this model was soon abandoned, since it did not establish the consitions of a functioning (socialist) market, his system of norms and taxes for the enterprises was made in order to ensure that the centre would retain direct control over the investment profile over the economy as a whole (Dyker, 1990: 29).
In Poland (as in other Central East European states) the institution of workers’ councils was created spontaneously and became the institutional seed of self-management. Since industrial plants were managed by Germans during the war, with the withdrawal of the German army, workers continued to work on their own, forming workers councils and electing supervisors. Thus ‘a spontaneous socialist transformation of the economy took place, with the workers taking over production.’ (Szymanski 1984: 27) 
Immediately after the war, one main terrain of the competition between the communist PWP and the socialist PSP was the election of workers’ representatives in the workers’ councils. This manifested itself also on the prescribed role of workers’ councils: the socialists emphasized greater autonomy for the councils while the communists emphasized raising productivity
. Although the PWP was stronger immediately after the war, some unpopular measures, the restrictions in workers’ councils’ autonomy in May 1945 reversed the balance. Finally, the weakened workers’ councils were merged into the trade unions – and assigned the task of raising productivity. 

In 1956, a spontaneous workers’ strike broke out in Poznan and spread to other regions, where workers’ councils/committees were spontaneously set up in many factories. The violent response by the state agencies caused a legitimacy crisis – causing the effect of huge changes in both party leadership, calls for democratization within the party, anti-bureaucratic measures and more worker (and peasant) friendly policies. Moreover, even the Central Council of the Trade Unions stated that unions failed in their independence of defending the interests of workers on the cost of increasing production,– thus causing a shift from Leninism to Titoist ‘Marxism’
. (Dziewanowski, 1976: 268-69 cf. Szymanski 1984: 40)

At that point, the previously purged leader, Wladislaw Gomulka returned from the politically dead – that is from his exile in Yugoslavia. Becoming very popular, and using the political capital of the moment – the workers’ voice in the political arena, Gomulka 

[P]romised to establish workers’ councils with the authority to run the factories, to end the campaign to collectivize agriculture, to expand material incentives, and to greatly reduce the role of central planning, with the central state’s role limited to general direction of economy. His program, for the most part modeled after Tito’s, was most strongly backed by the United Workers’ Party leaders who were formerly the leaders of the Socialist Party […] On October 21, 1956, the Central Committee endorsed the new ‘Polish road to socialism’. […] The workers’ councils [already] created were extended to most of the industry and given considerable legal authority in running the enterprises. A delegation of Party members went to Yugoslavia to study workers’ councils (Szymanski, 1984: 41, based on Dziewanowski, 1976: 274-78)
The establishment of workers’ self-management was followed with decades of ideological and institutional shifts in prescribing greater or lesser roles to workers in the economy and society. From a more realistic, political economic perspective, workers did not have as great influence in either of these countries as one might expect. The 1956 reforms in Poland were reversed already in 1958/9 but minor changes did occur; in Yugoslavia, the role of workers depended also on the position of an enterprise within the broader economic system,
 while the leading role of management had to been acknowledged. In the next section I devote attention to the evolution of institutions of workers’ self management, and the underlying official institutionalized ideology at congresses and plena of the communist parties.
The evolution and institutional meaning of self management
The institutions of Yugoslav self-management socialism were probably the most comprehensive attempt of implementing Marx’s original idea of ‘cooperative society’. The theory was institutionalized in an evolutionary way. In the Yugoslav variant of this system, where politics and economy were strongly tied, workers’ representatives were debating policies 
[I]n elected assemblies of citizen-producers representing autonomous organization of “associated labor” and among factions of the single political party […]. In place of the competitive mechanisms and decision rules of electoral and pressure-group politics, the political system was based on consensual and proportional mechanisms for defining rules by which money, goods and people would be allocated or redistributed among economic interests. Instead of a choice between wages and jobs, there was a more or less continuous […] adjustment in the methods of employing labor aimed at improving the conditions for increasing both wages and jobs; the reorganization of society to use labor more productively and rules defining labor incentives that aimed to increase productivity would together increase aggregate economic growth. (Woodward, 1994: 22-23)
Institutionally, all Yugoslav constitutional order(s) were based on the authority of labor, in the particular meaning of persons who were employed and who produced value. Yugoslavia was thus, to use Woodward’s term, ‘the republic of producers’.  In contrast to other socialist countries, the social right to work was not guaranteed however. Persons who were employed had the right to participate in collective decisions on the created assets and to receive income from the created surplus value (Woodward 1994: 173).

The reforms of 1965 gave larger autonomy to enterprise management in decision-making, while the changes of 1971, 1974 and 1976 established the institution of BOALs - basic organizations of associated labor’ as the institution of workers in charge of limiting the power of management. As Shrenk et alt. describe the changes 

BOALs are the building blocks of all […] economic organizations, from enterprises to such larger entities as composite organizations of associated labor. [After political decentralization] the principle of decentralization […] is firmly imposed on the economic sphere. The expected result […] is that workers will dominate the decisionmaking in these smaller and more homogeneous units and, by extension, the decisionmaking in all other economic organizations.

As Schrenk et al. and Milekovitch (1977) argue
, the last Yugoslav constitution (1974), along with the Associated Labor Act of 1976 were attempts to pacify the macroeconomic instruments necessary for efficient decision-making with the principle of socialist self-management. The reason for this change was first of all the communist leaders’ threat of increasing power of the technocratic elite, and their ‘realignment’ with the workers. Formally, however these changes were justified as the disappointment with the reforms of 1965, and with the increasing need to incorporate workers in the definition of social and economic goals of the country as a precondition of the goal of ‘socialist democracy’. 

The new legislation affected also the reorganization of, and decision-making in banks and trade enterprises. Concerning the legal instruments the new legislation introduced ‘social compacts’ and ‘self-management agreements’. Social compacts established the obligations of economic organizations on issues like prices, incomes and employment with the possible participation of enterprises in the determination of these through negotiation, replacing the traditional policy instruments, discredited due to their ‘statist’ character. Self-management agreements were agreements between BOALs and enterprises, on the other hand, covering the most of transactions (deliveries, pooling of investment resources, the computation of transfer prices and personal incomes). These instruments were designed to both regulate transactions usually associated with a market mechanism and instruments (governmental prescriptions and targets) in planned economy. (Schrenk et alt., 1979: 41-42).
  In this way, the hope of the legislator was to both weaken the ‘capitalist’ pro-market elements, while also making the role of the state in resource allocation unnecessary.
The Polish system intermittently balanced between the Yugoslav and the more orthodox Soviet system. Institutions aiming at enabling greater participation of workers in the production process were introduced in 1956, with ever changing exact role of workers in decision-making. Poland consistently followed the Leninist principle that workers (representatives) should be interested in production in order to maximize their gains – but only indirectly by maximizing the gains of the whole society first. This system created weak incentives to raise labor productivity, while at the same time gave rise to workers’ apathy and frustration in times of crisis.
According to the law adopted in 1956, the elected workers’ councils had the power to allocate the profit of the enterprise (just as in Yugoslavia), propose dismissal and appointment of managers, and to make other decisions. Within workers’ councils older top managers, younger, educated white and blue collar workers (and also manual workers) began to compete within themselves, while also trying together to lax the control of the central authorities. The manual workers demanded egalitarian wages and law labor discipline: the younger managers, accompanied with skilled labor won with their conclusion that wage inequality and bonuses promotes efficiency and productivity (Lane and Kolankiewitz, 1973: 106-8 cf: Szymanski 1984: 43) Workers’ councils powers were cut back in December 1958 due to both discontent of unskilled manual workers, and more importantly, due to the increasing power of the young white collar workers – emerging managers of the enterprise: both of these factors were perceived as a threat to the legitimacy of the PUWP. 
According to reforms in December 1958, from primary decision-making body the workers’ councils became only one of the four constituent organizations in the new Conference of Workers’ Self-Management. The only function of the workers’ council became the consultancy in appointing and dismissing top managers. Along with this, it was instituted that at least two thirds of council members should be manual workers. (Szymanski, 1984: 44-45) 
Workers’ self management committee’s established were also established in 1958, and granted the task of leading in workers’ organization in enterprises were subordinated to the influence of the party. This implied cutting the legal authorities of workers’ councils. The role of workers was by and large defined as co-managing and as participation in decision making in the production process. Finally, trade unions, the last institution of workers introduced in the 1960s were assigned the role of help in raising productivity. The very position of the workers’ institution however oscillated in different time periods. 
In 1960s trade unions re-emerged as esteemed workers’ organization with very important role in the country – mostly due to the prescribed economic responsibilities. Until the late 1960s the meaning of self-management as used in official Plena and Congresses of PUWP was even more broadened so as to any mass organization of workers could be included within it. (Taras, 1984: 243). 
In 1970 Gierek revitalized the workers’ councils. However, in the beginning of 1970s, in the first half of the Gierek rule industrial democracy and the role of organized labor was neglected; in the other half of 1970s the importance of self-management in official ideology was once again highlighted, along with joint decision making and co-responsibility. The periodic revitalization of workers’ councils followed the trend of strikes and workers discontent. As Szymanski describes:

‘Althought the councils were reinvigorated after each crisi, the long term trend was decay and disestablishment in the face of workers’ apathy […] The remaining councils came to function essentially like production conferences in which primary attention was given to questions of improving productivity, largely by technical and administrative rather than political means. They then largely became tools of the administration’s and technical staff’s emphasis on increasing output. (Szymanski, 1984: 50, following Woodall, 1982: 132-133)

The WOG reform of 1973-5 significantly increased the enterprise autonomy, and tried to create incentives for substituting labour with capital, while discouraging labor hoarding. The slogan was ‘less employment – higher labour productivity – higher wages’. (141) The program was however a fiasco since the enterprises did not have sufficient incentives to subsidize labor with capital.

According to Szymanski’s persuasive interpretation, the result of disillusionment from promises in the raising of standard of living, and isolation from the administrative and managerial elite that directed the economy was the organized workers’ protest in 1979. On the other hand, the PUWPs working class base was weakened considerably under Gierek since he encouraged white collars to take up higher positions. Moreover, by granting larger enterprise autonomy and laxing the party control, the party authority over the industrial workers also decreased significantly.
The 1982 reform, partly following the tried-out Hungarian model, intended to increase again the enterprise autonomy, along with workers’ self-management, enterprise self-management and reduction in party controls (Simatupang, 1994: 142). In 1981, institutionalization of earlier workers’ self-management along 1956 and Yugoslav principles was strongly demanded by the Solidarnosc leaders. Under the new, short-lived system, working councils were granted the power to co-appoint directors of enterprises on a competitive basis, to determine enterprise plans, and to distribute profits’ (Simatupang, 1994: 143) 

Under the martial worker councils were suspended, and after the suspension of these measures, the workers’ councils authority was significantly curtailed (Simatupang, 1994: 143)

To summarize, except in 1956, the Polish creators of the workers’ role in the economy and society largely called on larger participation of workers in times of economic crises – mostly in order to share feeling of ownership in economic developments but also to reduce the pressure from their responsibilities. The emergence of Solidarnosc actually turned this logic onto its’ contrary. In other words, the massive protests of 1979 and the emergence of Solidarnosc was ultimately a trap where the PUWP leaders fell: since ‘independent’ workers were so important according to the official ideology – the logical conclusion was that self-governing trade unions independent from the party should be recognized. 

After the martial law the official ideology of ‘independent trade unions’ was again reinstated, along with the establishment of the ‘official’ OPZZ trade union. Due to earlier developments, the official ideology of praising workers’ role and institutional compromises in the country’s economy lost almost fully its’ credibility along with the leading role of PUWP. 

The comparison of the institutional history of workers’ self management shows in itself very little. It seems that the role of workers was more determined by economic conditions and developments, than by the regulating institutions. In order to spell out this idea, I turn now to the characteristics of labor markets, and labor and wage policies in these two countries.
Labor and wage policies in socialist Yugoslavia and Poland: benefits according to work?
Regional disparities in the labor market followed similar pattern in Poland and Yugoslavia. In both cases, the Northwest was industrially the most developed, and had very tight labor markets – with high labor demand. In Poland the region of Upper Silesia, along with industrial conglomerates (Lodz, Warsaw) suffered from acute labor shortages – particularly male labor. In Yugoslavia only Slovenia and developed parts of Croatia had a full-employment economy with labor shortages and import of labor through the four decades. 

 The Southeast and central parts in both countries were less developed and – except the urban and industrial centers, unemployment could be detected – especially among women in Poland, but in Yugoslavia there were other socially marginalized groups too. There was a further regional imbalance, since growth in labor supply was characteristic for the East, while demand for labor was concentrated in the more industrialized regions. In Poland there was a dual social and political pressure on government: for new jobs in the underdeveloped regions and for labor in the industrialized areas. (Simatupang, 1994: 133) It is striking how well this description fits also the Yugoslav case – with the exception that industrialized areas had a pressure on foreign loans and not labor – as capital.
Regional disparities in labor market thus emerged in both Poland and Yugoslavia. In Poland, in Upper Silesia, Gdansk and Warsawa the labor market became very tight. According to statistics at the end of the 1970s there were 3.9 job vacancies for every man seeking work. In Yugoslavia, labor market was also tight in Slovenia and in Croatia. In other regions there was a considerable unemployment until the 1980s, while in some areas unemployment were at least 20%, going up over 40% in Kosovo in 1980s. 

Ending unemployment was one of the specific, and positive feature that distinguished socialist countries from their capitalist counterparts, and one of the basis of the legitimacy of these systems. The developmental strategy and the very choices that the Yugoslav party leadership made in the period of state formation however imposed that the effect of creation of unemployment.
 Poland on the other hand faced the choice of taking the same path – most importantly in 1970 this solution was ‘on the table’ but was nonetheless abandoned, considered largely as illegitimate. 
In Poland, the classical Marxist requirement of full employment and central planning was respected even in times of economic crises – in contrast to Yugoslavia, where the government used classic right-wing austerity measures in times of recession – inducing the rise of unemployment (Woodward, 1986, Woodward, 1994). The Polish choice had its’ base in the Marxist reasoning that considered the eradication of unemployment the aim of labor policy, but also a cause for fulfilling the task of skilled industrial labor force
. More precisely, according to Lange, the expansion of the relatively small number of industrial workers would strengthen the political and social base of the Polish socialist state (Lange, 1961: 180, cf: Simatupang, 1994: 145). It was also argued that this could take place in an easier way within full employment rule. On the other hand, full employment could strengthen the position of workers against the ‘employer’ - the state.
In contrast to Yugoslavia, in Poland (as well as in Hungary and Czechoslovakia) employment often expanded at the expense of wage increases, mainly when the planned limit for employment was exceeded (Adam 1983:71). In Poland thus full employment also meant lower wages. In Yugoslavia, the situation was diametrically the opposite: when given the opportunity to choose between wage increases and investment – that would mean also new employment, workers usually opted for the first.  
In Poland the communist leadership had to aim at as much economic equality (wages) as possible in order to gain support, or at least pacify the unskilled manual workers. On the other hand, however, given the increasing role for wage differentials in a developing, industrializing economy, the planners had to ensure at the same time also a certain inequality to ‘utilise the stimulative power of wage differentials in the economy’ (Adam, 1983: 75). On the other hand low wages, characteristic more for Poland than Yugoslavia
 was used as a substitution of capital for labor. Given this constraint, and the relative closeness of CMEA, Polish enterprises were less interested in modernizing technology, since the machinery was more expensive than labor. Still, the wage differentials were still among the largest (if not the largest) in Poland among CMEA countries – that brings more close these two countries to each other.
In Yugoslavia the sharp contrast between wages in ‘profitable’ (enterprise producing for export or final good for market) and ‘unprofitable’ enterprises (producing for domestic market and/or intermediary – not final product) was also striking – that coincided largely with regional lines.

Finally, the curious phenomenon of unemployment in Yugoslavia manifested itself in the presence of marginalized groups, first of all women, youth but also in rural areas with populations living in extreme poverty. These marginalized groups were socially invisible, and little attention was paid to them until the crisis in 1980s.
Finally, in terms of economic output, both systems had sub-optimal outcomes. In Poland, the trade-off between economic efficiency vs. employment policy could not be resolved for Polish central planners, given the fact that the required transaction cost would be too high. Authorities could not reallocate workers according to the needs of the economy nor to enforce labor discipline. In the Polish labor market overemployment
 thus went along with underutilisation of labor (underemployment), due to lower labor discipline originating in both labor hoarding behavior of enterprises
  and low wages. Ultimately this was also a cause for lower economic growth.

In Yugoslavia, again the opposite effect prevailed, but produced the same result – sub-optimal economic output. Openness, and more specifically, vulnerability in trade (export-dependent-import, needed again for export) induced that economic output correlated with the output of the international environment; recession went along with austerity measures, inflation and rising level of unemployment. Ultimately, Yugoslavia – in sharp contrast to Poland or any other centrally planned economy is a clear case where underemployment prevailed.  

Conclusion
In this paper I compared the establishment and evolution of the workers’ self-management systems of Poland and Yugoslavia along with its’ ideological background. The comparison of these two workers’ self management systems was moreover supported with information on the political economies of development of these two socialist states.  
The political power of workers derived from the workers’ states in the strictest sense was not discussed in this paper. It is important to note that in the most industrial areas (especially Slovvenia and Upper Silesia), with tight labor markets, labor was a strong actor in both countries. The emergence of workers’ protest in Slovenia in the 1980s was the ‘beginning of the end’ of the socialist state (Kuzmanic, 1988) – while the same could be said about the emergence and legalization of Solidarnosc in 1981 – with strongest support in the Northwest of the country.

The implication of workers’ power on the different outcome of post-socialist transformation offers an important premise for understanding the post-socialist transformations of Poland and two successor states of Yugoslavia – Slovenia and Serbia. 
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� This ‘strategy for change’ is formed according to the ideology of economic growth, and also to achieve modernization and industrialization, for countries that were largely agrarian and where earlier attempt for industrialization proved unsuccessful. The divergent paths of Yugoslavia, Poland and, but also to a lesser extent Hungary and Romania, may be described as a determinants of a specific economic ideology. The argument that the main specific feature of reform communist states, rested on a peculiar ideology of economic growth, rather than the rigid ideology of revolutionary parties’ principles is very persuasive (Woodward 1994: 16-18). Woodward describes this in the following way ‘The central focus on economic growth served two purposes for Communist parties in power – one socialist, the other nationalist. The first goal was to increase capital so as to overcome the burden of underdevelopment, in ways that avoided the costs … [of the] capitalist way […]. The second was to end the cycles of foreign economic and political dependence to which second-class status in the international arena had condemned these countries. The failure of previous governments to industrialize and to secure national independence was portrayed as a form of betrayal –as a consequence of antipopular and antilabor policies […] [The communist parties] based their legitimacy as a ruling party on their commitment to the individual benefit of this economic growth – rising standards of living, secure subsistence, and national pride. (Woodward, 1995: 16) Among all CMEA states Poland was the most similar to Yugoslavia in both its’ economic ideology and in its’ history of socialist economic development. On the other hand among all Soviet ‘satellite’ states had the largest autonomy of all, and in its ‘national’ road to socialism Poland was actually the most similar to Yugoslavia. In short, it makes sense to compare Poland and Yugoslavia on a more general level. This issue is however, not the topic of this paper and I cannot devote more space to this idea. 


� In this respect e.g. Tito’s speech on the Five Year Plan in April 1947 and Cyrankiewitz at the III Congress of the PUWP, in March 1959 on the results of industrialisation are worthy of analysis and comparison. On this see more Taras 1984, Woodward, 1995, Rusinow, 1974.


� This argument holds, but to a lesser extent also to Hungary and Romania.


� A strategy attributed to both Tito and Gomulka (see: Rusinow, 1974; Szymanski, 1984: 37)


� Note that in contrast to other socialist agricultural countries in similar level of development (e.g. in Hungary and Romania) in both countries collectivization of land was limited. While in Yugoslavia gaining the political support of middle peasantry was crucial in the period of state formation (especially until 1953), the Polish communists formed a coalition very late – while initially confronting relatively strong and independent peasant representatives. (Rusinow, 1974) Respecting the smallholders’ rights was moreover part of the Austromarxist tradition (Woodward, 1995)


� Also due to the import of cheap American wheat – that came in the form of all aid and loan, later adopted agricultural policies, and trade.


� On the political and economic development of Poland especially in the 70s see Simatupang 1994, but also Landau&Tomaszevsky 1985: and Szymanski 1984.


� This is however understandable from the perspective that these communist parties declared themselves first of all representatives of the interests of ‘productive’ forces – i.e. – blue collar workers. This issue will be discussed in more details in the next section.


� In contrast to Hungary


� This was also the case in Hungary until 1956.


� the discontent of workers in the Lodz textile district discouraged the authorities from full  implementation, giving workers concessions in larger consumption


� This also meant that center parties, along with the Catholic Church functioned with relatively large freedom until as late as 1947.  (Szymanski, 1984: 32)


� As Comisso also notes, the Hungarian communist party leader, Kádár was very much aware of the dangers of this practice of the Polish communist leaders – also due to the Hungarian experience of 1956 concerning the dangers of spontaneous protest and collective social pressure. The case of the most comprehensive and synchronized  industrial action of workers in 1956 assured the Hungarian leader to abandon the institutions related to workers’ self management once and for all.


� Comisso applies Huntington’s vicious cycle so characteristic for ‘developing’ states to Poland: the wealthy bribe-the students riot-the workers strike, mobs demonstrate, the military coup.  However it is not striking only the parallel with some Latin American or Asian countries, but also with the Yugoslav experience of the late 1980s.


� While it was stressed at the same time that the development of the undeveloped regions was the interest of all..


� The chance and voices for all-Yugoslav alliances came actually from the students – more particularly from the demonstrations in Belgrade and Sarajevo in 1968 – that sough alliance with workers, and supported their demands. On the other hand, more particularist demands were raised in Zagreb and Priština in 1971. There is a striking similarity in the reaction of the emerging groups in 1968-1971 and in the late 1980ies.


� Unfortunately I do not have the space for developing further Marx’s original thought.


� Therefore only in a few socialist countries ‘industrial democracy’ had a (significant) history and evolution. In countries were the Stalinist wave remained unchallenged there was no need, nor a social base for such requirement. 


� Concerning Yugoslavia, the CPY’s main ideologue and professional economist was Boris Kidrič. On Kidrič's fear of and warning against independent trade unions, and assumptions when establishing the work council's see Woodward, 1995. The history of Yugoslav trade unionism is however more complex than that. Trade unions under strong, able leadership could act in politically important ways. This was especially the period when Svetozar Vukmanović Tempo was leading the Yugoslav trade unions confederation (see: Rusinow, 1974). On PUWP's oscillation's in stressing the role of workers organisations in the economy see especially Taras, 1984.  


� described in the previous sub-section


� Unfortunately I have not the space here to engage in sufficient description of specific characteristics and contributions of these theories. 


� What means that as a minimum it has to be taken with caution


� For more details on this see Woodward, 1995: 98-163


� Differences arose also concerning the issues of degrees of nationalization, the pace of industrialization, and the balance between consumption and investment.


� or stressing more the ‘democracy’ element within industrial democracy


� Yugoslav enterprises   


� see also Milenkovitch (1977)


� for further description of the meaning of the new legislation see Schrenk et alt. 1979: 42-47


� For further the process tracing the roots of the paradox of ‘socialist unemployment’ see the excellent book by Susan Woodward


� The problem of full employment in the meaning of rational employment was however never achieved. There were two significant attempts – under the slogan of creating a reserve of industrial workers – of institutionalizing unemployment in Poland. First, Gomulka’s selective industrial development could have gone hand in hand with larger ujnemployemnt (Simatupang 1994: 146) The second attempt was made in 1978, when Poland was already at the beginning of the crisis. The proposal of industrial managers – that creating an industrial unemployment reserve was to be a recipe for a greater evil – poor labour discipline was however not accepted by the decision-makers.


� first of all in times of crisis


� meaning that ‘enterprises or not profit enterprises expand employment beyond the numbers needed to meet production targets at a given level of technology and average labor intensity (Adam 1983: 17 based on Kabaj 1972: 233)


� Given the scarcity of capital, managers were interested in having labor reserves in order to enough labor to fulfill the centrally prescribed quotas; moreover more available labor could enable them to increase their performance from year to year without being entirely dependent on productivity increases (Adam, 1983: 25). 
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