The Bane of Reforming
the Socialist Economic System*
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I became attracted to economics, or political economy as it was
known at the time, very early in life, while still in my teens. Two main
factors seem to have contributed most to this interest; first, the wish
to understand better the forces underlying the course of history which
looked far from satisfactorily explained by reference to purely pol-
itical actions associated with kings, heroes and anti-heroes; second,
the harsh realities of the Great Depression which in the less de-
veloped countries of castern and central Furope brought more misery
and hopelessness than elsewhere. Born in Poland in 1921, T was
sufficiently aware by the mid-1930s of the sufferings caused by mass
unemployment, widespread homelessness in the cities, catastrophi-
cally low peasant incomes, especially in central and eastern Poland
where the “redundant” rural population was estimated in millions.
Although the situation of my own family was relatively good (my
father -~ a white-collar worker for a Jewish voluntary organization -
kept his job throughout the inter-war period), the incongruity of idle
workshops and wasted products side by side with armies of people in
desperate search for jobs and struggling for their very survival posed
questions which could not be dismissed.

At first, with the unlimited optimism of youth, I tried a short-
cut: to get hold of a not-too-long volume on the histoty of econ-
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omic thought to se¢ what answers had been given to the puzzle
over the years, and which of them looked most plausible. I do not
remember now what was the book I eagerly read, but my disap-
pointment was total. Then ~ under the influence of some of my peets
_ 1 reached for Marxist literature, The first source was A. Bogdanov’s,
Political Economy, a translation from Russian of a previously highly
popular text-book by one of Lenin’s comrades-in-arms, later branded
as tevisionist; this was followed by Kautsky’s Economic Teachings of
Karl Marx, The Communist Manifesto, and a number of minor writings
of the founding fathers themselves (but not Das Kapital). All this
made a great impression on me as a convincing interpretation of the
historical process cutrently pointing to socialism with its planned
economy as the only realistic cure for the apparently irremediable ills
of capitalism; what we thought we knew then about the Soviet
pyatiletkas succeeding in rapid industrialization and eradication of
unemployment seemed to corroborate this view which gradually (by
teenage standards ...) turned into something of a Weltanschaaung.
However, despite the conviction that the general answer had
been found, I was aware that a lot more remained to be learned if one
aspired to master the tools to dissect the intricacies of the economic
processes, and even more to influence them actively, That is why,
upon graduation from a gymnasium in 1938, I decided to study
economics — to the displeasure of my family and the astonishment of
friends who could not see any prospects of material return at the end
of it. Rejected — without any substantive reason, purely as a reflection
of the growing antisemitic bias - by the Warsaw Main School of
Commerce (SGH), I enrolled in the liberal private university (Wolna
Wszechnica Polska — WWP) supporting myself financially by tutoring
secondary school students. The atmosphere at WWP was good -
serious and stimulating — but unfortunately the quality of teaching
was higher, at least in my expetience as a first-year undergraduate in
the School of Fconomic and Social Sciences, in a number of back-
ground subjects (law, statistics) than in the introductory course in
economics. This was descriptive and old-fashioned, more or less
modelled on the voluminous textbook by the French economist
Charles Gide; not even a propet presentation of general equilibrium
theoty, let alone a glimpse into the emerging Keynesianism could be
had. Two guest lectures by Oskar Lange in the spring of 1939 (Lange
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then took his habilitation-degree at the university) were practicall
beyond my comprehension. i
Whatever prospects there had been of improvement in the second
and subsequent years of study were shattered by the German invasion
of Poland in September 1939. After the trauma of the siege of Warsaw
came the Ge'rman occupation. Although hatdly anybody around me
‘1‘1ad the foresight to anticipate the full extent of the Nazi plans for the
Eastern Tetritories” in general, and for the Holocaust in particular, it
became clear to me after a few weeks’ experience in occupied Wars;w
that Jews were destined to become outcasts, deprived of any rights and
exp::)?ed to every whim of the German masters and their helpers. The
‘de_c%smn to cross the still fluid border (“demarcation line” as ié w
initially called) into the Soviet-occupied eastern part of pre~193a9S
Pola}nd was the result of this assessment; this decision, which meant
leaving behind my parents and sister, came more easily ’because of the

mistaken expectation that the separation would be only temporar
and because of my left-wing sympathies. "

In the city of Lvév (now Lviv in western Ukraine), which be-
came my home over the next two years, T - fortunatély - could
continue higher education: the former Academy of Foreign Trade
soon trar}sformed into the Institute of Soviet Trade, accepted me 01;
the condition that I began as a first-year student again (despite the full
set of examinations passed in Warsaw). With tuition fees abolished
and a'small maintenance grant, one could survive on a bare minimum
e'sl?ecxally against the background of rapidly deteriorating overali
11v1}1g §tandards. Worse, however, were the intellectual benefits in the
main field of my interest, i.e. economics, or rather political econom
In essence, my knowledge of the subject hardly progressed be onii
What‘ I taught myself as a schoolboy; there were no textbooks anil no
reading lists apart from relevant or irrelevant excerpts from Marx
Engels, Lenin and Stalin; lectures (and hence lecture notes) Weré
supposed to provide the main material to prepare for examinations
I cannot remember a single interesting element in the entire coursé
of pol'1t1cal economy, except one curious incident, the importance
of which dawned on me only later: namely, at a class devoted to
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discussing the economic system of feodalism, some remark of mine
concerning the operation of the market was rebutted by the lecturer
who said that, if this were true, it would mean that the “law of value
also operated under socialism, and this ‘as we know’ is not the case”.
On this the matter rested, but a few months later, sometime in the
spting of 1941, I was unexpectedly summoned to the office of the
lecturer who, with embarassment, declared: you know, the law of
value operates in socialism. To my questions: why? how? — the answer
was: T don’t know yet, but it operates. And as proof he translated for
me (I could not read Russian at the time) a passage from an article in
Pravda by the then head of the Propaganda Section of the Central
Committee of the All-Union Communist party, Aleksandrov, who
castigated social scientists for dogmatic attitudes, giving - among
others — the example of economists who all maintained that law of
value does not operate in a socialist planned economy “while
Cosnrade Stalin has shown that it operates, albeit in a transformed
manner”. No explanation followed, not even the slightest attempt to
construct a justification for what amounted to a major U-turn in the
official Marxist-Leninist line — until the end of 1943 (to this I'll return
latet).

Other courses (except one on the “Fundamentals of Marxism-
Leninism” which was a pure exegesis of the Short Course of History of
the All-Union Communist Party) were better, particularly the more
technical ones like mathematics and statistics {the latter was taught by
my Warsaw professor!); one could also gain something from the
descriptive courses on planning procedures and organization of the
cconomy, as well on economic geography of the Soviet Union -
matters almost completely unfamiliar to the Polish students. But on
the whole the level was low, often surprisingly primitive, which
annoyed those of us (including myself) who had brought from afar an
inflated opinion of the scholatly and cultural accomplishments of the
“fatherland of socialism”. We were not only ignorant of the intel-
lectual devastation caused by the total “thought control”, but also of
the extent of the earthquake which befell the Soviet population,
sweeping away inter alia layer after layer of the intelligentsia during
the purges of whom the widely publicized show-trials wete only the
tiniest tip of the iceberg, The teachers we got from the Soviet Ukraine
in my Lvév period were probably the third or fourth line-up of what
would anyhow hardly be a daring outfit.

Once again the wat soon imposed another massive change: in
June 1941, Germany invaded the Soviet Union; Lvév was abandoned
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on the sixth flay, and after a long, arduous and dangerous march (in a
large part - literally — on foot) eastwards, at the beginning of October
I.found myself alone in the city of Saratov on the banks of the Volga
river, As an untrustworthy “Westerner” T was not taken into the
army, and as a student I became exempt — to my enormous relief —
frorp the notorious “labour batallions”; moreover, students were
en.tlFIed to a propiska (residence permit) in big towns - a major
priv'llege, denied to most of the millions of refugees from the oc-
.cup'led_ territories. Saratov had a number of higher education
institutions, and I could easily enrol in most of them because the still
binding recruitment plans could obviously not be fulfilled, in view of
almost total mobilization of young males. I chose the institute of
Ecc.momic Planning, but in order to survive T also had to get a job
This was not difficult either — shortage of labour was petvasive: the:
real problem was to obtain a minimum of food, shelter and clot'hin
(the harsh Russian winter was approaching), but I shall skip this sid§
of thf': story. Throughout my three-year stay in Saratov, I had to
combm‘e study with work: first, as a piece-rate setter in a factory
producing metal parts for parachutes; later (upon graduation) as head
of the planning office in a factory producing special two-digit gloves
ffor the: army; classes had to be attended in the evenings. The
industrial experience turned out to be more valuable for my economic
e(‘iucation than the formal schooling, which on the whole was not
dlffte.rent in quality from that in Lvév, T learned a lot at the factories
not in the positive sense, but in the negative: how far the realities o%
central planning devolved to the factory floor were removed from the
schemes taught in the classtooms: poor organization, the harmful role
of Plan-fulﬁlment as the main success indicator, the incentive system
which sifimulated waste instead of the all-important saving of re-
sources in war conditions, quality control effective only when im-
posed from outside by the military procurement representatives
Thus, the microeconomics of Soviet industry as experienced by me
was appalling. As for the macroeconomics, there was of course no
way of assF:ssing it directly, but what one could see with one’s own
eyes was indirectly impressive, especially considering the extreme
difficulties of the war effort of a country cut off by the invadets from
Ial‘:ge and often economically most important areas. The industrializ-
ation drive created a number of new factories in Saratov, among them
large combine-harvester and ball-bearing works, large oil-refineries
etc. They were quickly converted to arms production (the combine-
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hatvester factory started to produce fighter planes), and provided the
basis for industrial establishments evacuated from the western patt of
the countty. The capacity to mobilize resources in emergencies was
also evident: one such instance in my experience was the laying of a
gas pipe-line to Saratov from a newly discovered field in the scem-
ingly impossible winter conditions of 1942/43, when the town’s
industry was threatened with complete standstill due to lack of fuel,
These two kinds of observations blended in my mind into a contra-
dictory pictute: on the one hand, a very critical view on the behaviour
of an industrial enterprisc under the Soviet system, on the other,
respect for what I perceived as a result of centrally planned devel-
opment policy, without which the country would hardly be able to
withstand the assault of, and later to turn the tables on, the powerful
invader. This duality proved to be a lasting influence.

I graduated from the Planning Institute at the end of December
1942 (the overall duration of study was shortened due to war con-
ditions), almost exactly to the day when the encirclement of the
German armies at neatby Stalingrad was triumphantly disclosed to
the Soviet public. At the same time, a stroke of luck gave me new
prospecis in economics: the University of Leningrad was evacuated to
Saratov at the first opportunity, when a breach was effected in the
ring of the deadly blockade of the city (another example — along with
the treatment of students — of the high priority the Soviet authorities
attached to the safeguard of the scholarly potential of the country
during the wat). In this case, the enrolment was by no means
automatic — an elaborate obstacle-coutse examination had to be
mastered — but at the end T was admitted for post-graduate studies in
political economy. Although my four fellow-students, all graduates of
Leningrad evacuated with the rest of the university, hinted mote or
less openly that the univetsity was not what it used to be, and not
necessarily because of the war losses, to me it was an intellectually
new world which, paradoxically, could perhaps be more enjoyed in
the austere war circumstances, since the teaching staff and the student
body were all cramped togethet, coming to know each other inti-
mately. Most of the famous names were in other disciplines (the
sciences in particular, also languages and literature) but, compared
with my Lvév-Saratov expetience, political economy appeared as 2
ray of light, not only in terms of knowledge but also in the degree of
openness in discussing tricky questions. It was then that 1 became
aware of the relative intellectual liberalism that made its brief
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appearance in the Soviet Union during the war — either because of the
leadership’s preoccupation with more serious matters or because of
the consideration given to the Western allies. Unfortunately, this
thaw and the expectation that it would continue after the war might
have become an additional factor of the calamity that befell the
Leningrad intellectuals during the infamous purge of 1949/50: all my
teachers — the head of the department and Rector of the University
A.A, Voznesenski (brother of the then chairman of Gosplan N.A.
Voznesenski), my supervisor V.V. Reyhards, a distinguished economic
historian V.M. Stein and a number of others lost their lives, as I
learned much later. i ,

This is not to say that Marxist economics was not the un-
questionably dominant school of thought in our doctoral curriculum
(the so-called “candidate’s minimum”) and that dissertations could be
based on other than Marxist methodology. But, first, Marxist econ-
omics had to be studied from the original writings (it was here that I
went through the entire text of Das Kapital); second, on the whole
objective and comprehensive discussion of non-Marxist schools was
attempted, particulatly the classical economics of Smith and Ricardo
but also “marginalists” of various kinds, as well as “revisionists” liké
Rudolf Hilferding and Rosa Luxemburg (the latter’s Accumalation of
Capital, together with Marxian “schemes of reproduction” of volume
IT of Das Kapital, later helped me substantially in studying the theory
of growth); thirdly, although the most modern Western economics
was absent from the curriculum, the analysis of contemporary capi-
talist economy presented by specialists of the subject went far beyond
Lenin’s “Impetialism as the Last Stage of Capitalism” discussing the
possibilities (and limits, of coutse) of anti-cyclical government poli-
cies, particularly Roosevelt’s “New Deal”, the impact of competitive
pressute on innovations, etc. Probably the most schematic remained
the teaching of monetaty theory and policy.

However, it was in the field of political economy of socialism
that I felt the greatest impact of the “Leningrad petiod”, patticularly
after the publication in 1943 in the paramount Soviet theoretical
journal Pod Znamenem Marksizma (Under the Banner of Marxisn) of
an unsigned — which meant most authoritative — article “On certain
problems of teaching political economy”. The publication of such an
article in the midst of the war, but with the prospect of post-war
economic reconstruction already on the horizon after the Stalingrad
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victory and its aftermath, gave a clear signal of its importance. This was
principally evident in the section devoted to socialism, where I found
in the most prominent place the formula which had so embarassed my
Lvéy lecturer, namely that the law of value operates under socialism,
albeit in a transformed manner. Once again, no proper theoretical
explanation was given, but this time the issue was linked at great length
with the need to pay much more attention to “money-commodity
relations”, financial accountability (the Russian term khozraschet),
material incentives, etc. The spirit of this article would probably be
described in today’s language as opening the door for wider appli-
cation of market-type instraments in managing the socialist economy.
As T learned later, it was received as such, perhaps even with
exaggeration, in the outside world: reprinted in full in the American
Economic Review in 1944 it was predictably refuted by some hard-line
Western leftists, while welcomed by Oskar Lange who - regretting
that the article failed to recognize the necessity to “incorporate into
Soviet economics the methods and techniques of marginal analysis” —
hailed it as a return “to Marx’s doctrine that the administration of the
socialist economy should be guided by the law of value”.

To everybody s knowledge, the cryptic formula about the law of
value operating in a transformed manner under socialism belonged to
Stalin himself (in his February 1941, but nevet published, comments
on the first draft of the attempted “definitive” textbook of political
economy), and that the 1943 article gave an official interpretation of
the leader’s ideas. However, in the relatively liberal atmosphere of
the time, the series of seminars for the staff and graduate students
held on the subject by our professors became a forum for discussing
much wider theoretical issues with — inevitably — further practical
implications, Nobody used the term “market socialism” or anything
akin to it, but the concept of combining central planning with
indirect coordination of more autonomous micro-units by using
“money-commodity relations” was hovering in the air, as it were, and
not only in the utterances of academics but also of some local party
notables (a number of seminar meetings were held in the district party
headquarters, which in itself was a sign of the importance attached to
the subject and of the reverence towards Leningrad university). This
tallied — on both sides, that of macroplannmg and that of market
mechanism on the microlevel — with my views of the ills of the
inter-war capitalist economy and with my experience of Soviet in-
dustry, and provided a powerful inspiration for further work in this
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direction, as reflected in the choice of the topic for my doctoral
(“candidate”) dissertation: Planning under the NEP (the “New Econ-
omic Policy” of the 1920s in the USSR, with strong matket com-
ponents in the system). I regarded the subject as relevant for post-war
Poland, whose economy I expected to be mixed, combining the plan
with the market.

The intended dissertation remained unwritten. In 1944, T suc-
ceeded in joining the Polish Army formed in the USSR under Soviet
auspices, and was dispatched to the town of Lublin in already
liberated eastern Poland, while the university returned to Leningrad.
My assighment in the army soon became the publications division of
the Main Politico-Educational Administration, where T was chiefly
engaged in writing and editing lecture material for political officers
on socio-economic subjects, dealing both with the pre-war past (dark)
and with the prospects of post-war reconstruction and future devel-
opment of Poland in its new - considerably moved westwards —
frontiers and under a radically reformed economic system (bright).
Tn the 1946 electoral campaigns (fitst a referendum, later parlia-
mentary elections) the army as a whole and its politico-educational
administration in particular was heavily engaged on the side of the
communist-led coalition against the forces of opposition, Early in
1947, 1 was released by the army to become a junior editor of the
bi-monthly theory journal of the Polish Workers’ Party — the Polish
equivalent of a communist party (I became a party member while still
in the army). More or less simultaneously, I decided to complete my
unfinished post-graduate studies by enrolling in a doctoral pro-
gramme at the Warsaw Main School of Commerce. This proved to be
an important opportunity to fill up a number of significant gaps in my
education, especially in neo-classical and Keynesian economics (the
latter, however, without the General Theory itself, which I read for
the first time only in 1949 in a limited circulation ... Russian edition),
but also in the budding development economics and even in Marxism
- interpreted in a different way from that known to me hitherto (both
the openly hostile and what may be labelled the social-democratic
variety).
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The party theory journal was called Nowe Drogi (New Ways) and
aimed at heralding a shift from traditional communist ideology:.“New
Ways - because new are the ways which we take to arrive at
socialism” stated the editorial in the first issue. This was reflected,
among other things, in the stress laid on the substantial c!issimilaritif?s
of both the political and economic systems of the Polish Republic
(not called “People’s” then) from the Soviet one. Despite th'e ear}y
comptehensive nationalization of large-scale industry, substantiated in
part by the fact that it was taken over during the war by the Gerr.nan
invaders or was left ownerless (particulatly in the newly acqu.lred
Western territories), private ownership of small- and medium-sized
enterptises (employing up to 50 workets per sh.ift) was supposed to be
guaranteed and even promoted. State enterpfises were fun on com-
metcial principles, and the Central Planning Office (CUP) es_ta‘tzhsh'ed
in 1945 operated in a manner rescmbling the French-type indicative
planning of later years. Of particular importance was the solemp
pledge to maintain the mainly private character of agr%culture, domi-
nated by peasant farms after the elimination of large private estates 't‘ay
agrarian reform. Although there were clashes between the communist
and socialist sides of the government on matters of economic pth:y
from the very beginning, with the former pressing fo'r tighter adm1n.1s-
trative measures, the economy still preserved its mixed nature, W.ith
the market mechanism playing an important role in cootrdinating
economic activities, . .

All this began to change, mainly under the impact of inter-
national events which were interpreted by Stalin as pointing to thfe
urgent need to close ranks against the dange'r of t'he Western impeti-
alist onslaught and to impose Soviet-type uniformity on th.e countries
of eastern and central Furope. The most visible early sign of this
intention was the creation in the second half of 1947 of the.so’-,
called “Information Bureau of Communist and Workers Partles
(Cominform) — an institutional device to keep t}lese partis fully
subordinated to Moscow. Then, came the Sta]in-Tlt.o break' in 1948,

soon leading to massive purges in all tbe communist parties (:if 1the
region and to a radical revision of policies, w1th. the Soviet mo el as
the binding archetype of the socialist toad which all Fhe people’s
democracies” (as the general designation of the countries of eastern
and central Burope went) were to take, By t%le beginning of 1949, the
dramatic political shift was complete, with the outbreak of the
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Korean war (1950) - presented as confirmation of the aggressive
intentions of the West — providing an additional stimulant. In the
economic field, the political shift found its reflection in adoption of
highly ambitious development plans focusing on rapid industrializ-
ation, in the introduction of what became known as the command
system of managing the economy, and in the tendency to eliminate as
soon as possible the “non-socialist” (in practice, the non-state) sector.

My attitude to these changes was mixed at first. 1 endorsed
enthusiastically the development programme of the Polish Six-Year
Plan 1950-1955, seeing in it the long-awaited road to overcoming the
economic and social backwardness of the country. 1 had also no
reservations as to the realism of the plan which envisaged an im-
pressive 70-80% increase in national income in six years as a result of
massive investment, and at the same time a 40% increase in living
standards; the high industrial potential of the newly acquired terri-
tories in the West seemed to me an important pillar underpinning the
plan’s daring but well-founded dynamism (the later revisions drasti-
cally raising the military commitments were kept strictly secret). Not
so with regard to the command system: both my wat-time experience
in Soviet industry and theoretical considerations made me wary of the
implications of the overcentralized decision-making process, allo-
cation of resources in physical terms, almost total elimination of the
market and competition, and particularly of the pressute to collec-
tivize agriculture. However, I allowed myself to be persuaded that the
two - the development programme and the command system — were
inseparable, especially at the initial stage. I did not realise then that the
unqualified acceptance of this proposition opened the way for a
peculiar process of suction which soon immersed me deeply in the
abyss of Stalinism: command economy required absolute political
control and an all-embracing ideological uniformity with the party as
its undisputed guardian, arbitrator and regulator ... In the then
complete subordination of the Communist parties in the “people’s
democracies” to the Soviet one, this tended to make the system
increasingly uniform in all the countries concerned, soon including
also the adulation of Stalin - the “Leader and Teacher” — which at first
had seemed unthinkable in the Polish cultural setting.

It was in this increasingly tense and intolerant atmosphere that
the universities underwent a “revolution from above” to transplant
teaching and research, particularly in social sciences and humanities,
onto Marxist foundations; whatever this meant, in essence it was
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invariably intetpreted in a way conforming with the current party
line. To the credit of the Polish Stalinist regime — unlike in other
communist countries — the non-Marxist professors kept usually their
posts and basic salaries, although they wete prevented from teach-
ing and in many cases also from publishing. Economics (political
cconomy) belonged obviously to the “front line” disciplines, with
the few available Marxist economists {I was among the leading
personalities in the group) assigned to carry out a radical overhaul of
the Warsaw Main School of Commerce; it happened in 1949 with the
institution renamed Main School of Planning and Statistics (SGPIS).
There 1 began teaching the most sensitive subject of “Political
Economy of Socialism”, first as the so-called “deputizing professot”
(zastepca profesora in Polish), and later - after obtaining my doctorate
in 1951 still with the dissertation on the “law of value undet
socialism” but with reference to the Soviet debate - as an associate
professor. In 1950 I was moved by the party from the journal Nowe
Drogi to the newly established Institute for the Formation of
Scholatly Cadres (IKKN, soon renamed Institute of Social Sciences -
" INS) whose task, as indicated by its former natme, was to provide the
“new blood” of faithful Marxist academics in philosophy, sociology
(or rather “historical matetialism” as the official designation went),
political economy and history. I was put in the chair of political
economy, while Oskar Lange took that of the history of economic
thought. This arrangement illustrates well the circumstances of the
time: despite the fact that Lange was a member of the Central
Committee of the Polish United Workers’ Party (as the Polish com-
munist party was called after absotbing the socialists in 1948) whereas
I never held any position in the formal party structures, he was
regarded as tainted by Western “boutgeois” economics and hence
unfit to teach political economy. Even when he became Rector
(Vice-chancellor) of the Main School of Planning and Statistics in
1952, the discipline he was allowed to teach was statistics, not
economics; this was also the case with another distinguished scholar,
Edward Lipinski, who, despite his party card and Dean of the Faculty
of Political Economy at the University of Warsaw since 1954, was
banned from teaching political economy until 1956. Having men-
tioned the Tnstitute of Social Sciences (INS), it is worth adding that -
to the utter chagtin of its initiators — most of the graduates and staff
of the Institute soon found themselves in the forefront of the re-
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belli‘on against Stalinism, providing for a long time a number of
persistent and outspoken intellectual leaders of the strong current of
rev{slonlsm” and dissidence, first within and later outside the com-
munist party in Poland; this may perhaps serve as a lesson that the
genuine study of Marxism can hardly be conducive to bringing u
supporters of the status quo ... :

The significance attached by the communist party leadership to

th‘e com'plete “marxisation” of political economy had nothing to do
with using it as an instrument of solving or even highlighting
problfems in the real economy. Whatever their elevated status in
teach.lng and research institutions, Marxist academic economists were
kep‘t in the dark with regard to the issues and decisions of economic
poh.q'r in basically the same way as everybody else. The mission of
political economy of the time was ideological — to provide a
scholarly-like justification or glorification of current policies, adopted
by .the political mastets of the system — on the national ,or supra-
national scale, as the case might be. A few years later it was aptl

dub!)ed “courtiers’ economics”, What turned out to be especiallgg
denigrating to the courtiers was that, when they were called upon to
supply the scholarly looking gloss on a particulatly awkward and
complex move, the actual objectives of the exercise had been often
concealed from them, sometimes by outright deception. Two in-
stances of this kind in which T was directly involved stick out
singularly vividly in my recollection,

The first, in 1947-1948, was the so-called “CUP debate”. The
Central.Planning Board, domijnated personally and conceptually b
thf: :Soclalist party, came under attack by the communist-dominateg
Ministry of Industry and Trade in mid-1947 for purported me-
thodo}ogical errors in planning procedures: first, of including “non-
material services” in national income calculation which allegedly led
to double counting and distortions in relative contributions of dif-
ferent' sectors to national income; second, of ignoting the supposedly
Marxl'st prn.]ciple of primacy of production over consumption in
plf'mnmg, with the consequent implications for planning priorities;
thlrdl}z, of confusing those elements of the economy which could be
effectively planned (nationalized industries) with those which could
only be forecast. At the time I was basically convinced of the
correctness of this criticism and took an active part in the debate, the
final stage of which was rather unexpectedly lifted to the level 0% the
leaderships of both parties involved — PPR (Polish Workers’ Party —
communist) and PPS (Polish Socialist Patty) in February 1948.
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Whatever the merits or demerits of the methodological issues on
which I, along with other academic economists, had been called to
comment, the real objective of the attack was political: to prepare the
merger of the two parties on the communist ideological basis, to take
over the Central Planning Board, and ultimately (as happened in
1949) to reorganize the national planning agency along the lines of
the Soviet-type Gosplan suitable for the command system. This
concise and subjective account of the “CUP debate” is not intended
to create the impression that I shared only the theoretical communist
positions while objecting to the political aims at the time; 1 had no
objections to the latter when they finally became clear to me. The
point which I want to make here is that those who were drafted as
experts on economic matters were never told of, let alone asked to
express their views on, the real issues at stake.
The second instance comes from the period towards the end of
the Stalin era in 1952-1953. In view of the growing imbalances
caused by the excesses of forced industrialization, the party leadership
decided on a huge deflationary operation by putting an end to
rationing and simultaneously drastically increasing the level of
government-controlled prices of consumer goods, especially food.
Officially, howevet, the matter was not presented as a cut in the
general level of consumption but merely as an intended change in its
structure: an increase in the nominal incomes of the population
(wagges, salaries, pensions, payments to farmers, etc.) was to secure full
overall compensation, while a shift in price ratios between food and
industrial consumet goods should provide the incentives to alter the
structure of consumption in favour of the latter, and hence to bring it
closer to that of industrialized countries - a category to which Poland
was supposedly ascending, thanks to the strides made in the course of
the Six-Year Plan. The whole massive operation, including detailed
price lists, wage rates, etc. was suddenly made public on Januaty 3rd
1953, but a group of economists and other party academics believed
to be useful in the subsequent propaganda campaign had been
summoned to the Central Committee of the Party just before
Christmas, told about the impending set of measures under the seal of
complete secrecy, and drafted to prepare the explanatory atsenal.
Needless to say, no substantive consultation was intended; it was
obvious that everything, including the technical details, was ready
beforehand. Moreover, since publication of orderly statistical infor-
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mation about the economy had ceased in 1949 (except haphazard
usually percentage figures of plan-fulfilment, in speeches of thé
leaders and similar material) we had been given data which showed
the n'eutral chatacter of the exercise, specially prepared for the
occasion: gains for the state on the price-side fully balanced b
the increase in expenditure on incomes. Only a few years later wher}i
the secrecy regime was lifted, it turned out that the figure; were
false: 'actuaflly. the state gained substantially. By coincidence, my own
part in this infamous propaganda campaign became cons,picuousl
prominent. This happened a few months after the publication 03;
.Stahn s last writings (The Economic Problems of Socialism in the USSR)
in which -he again revised “upwards” the place of the law of value
under socialism (without a single mention that the previous — now
condemned by him - formulation was his own ...) and I was
scheduled to gi.ve a public lecture on the subject precisely on Januar
Erd. Sonileone in the party leadership took this as an opportunit tg
deepen” the theoretical justification of the “changes in the p};‘ice
itru.ctul:‘e” by tracing them to the actions of the law of value as an
objective economic law”. The provisions of the prices- and incomes-
decree had to be incorporated into the lecture, with the effect ~
he}ped also by an overnight blizzard which prevented delivery of the
daily papers — that the majority of the audience first learned about the
whole matter from me. The resulting and long-lasting plight of a
hf:i:ald of c?lamity was painful to bear, but not without the recog-
nition that it could be regarded as a kind of deserved retribution ffr
voluntary participation in a manipulative act; the circumstance that —
on top of this — the actor is himself unknowingly manipulated hardl
provides sufficient ground for absolution ... ’

'The end of Stalinism in Poland came in a truly “big bang”
fashion. By this I do not mean the sudden death of the dictator ?n
March 1953 which was obviously a dewus ex machina event, but the
speed of the changes in the seemingly immutable edifice. Nc;t writin

here the history of Polish communism, I must be excused for leaving
out the broad picture, concentrating instead on my own experience irgl
the process. Two main factors contributed to the surprisingly quick
realisation that something fundamental was coming to a close, and
that an entire revaluation of my professional posture would ha,ve to
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be undertaken. The first was the cluster of‘ major ,policy chan_ge,s;,
initiated in the USSR and followed in the_ “people’s d(lemoizlr.aﬁles ,
which amounted to renunciation of several important points 1';3 ertlo
regarded as emanating directly from :.he deve},oprnent laws :]_:103;
established by Marxism-Leninism: the “iron law” of f‘e‘ister grov;gr
“production of means of produaction” t%lan that.of' rneains o con%
sumption” was suspended by announcing a shift in al ocation o
resources in favour of the latter; industry had ceased: to ha;r]e %I'm}?t{
status ovet agriculture in all circumstances, the merits of the hig ;sr
possible centralisation of economic management began to come un e—
scrutiny, the relevance of financial incentives started to gain recogd
nition, etc. The shifts in economic p011f:y - sor.nel annon:clric:St
triumphantly as new discoveries, some creeping in qﬁlet ly, ora 1 :ted
becoming legitimate subjects for d1s’c1.1551.on — were clearly @I{el d
with significant modifications of policies in other areas, palztiltzu atly ;
international relations: all of a sudden, the threat of imperia 151{ attidc <
proved to be less dangerous, allowing to f;l.ow ('iown the relent eljs
industrial tush with its “indispensable” sacrifices in welfarf:; even the
anathema of “revisionist treason” turned out to be revers1bl<i:, as f.jl 1e
Soviet leadership’s pilgrimage to Yugosla\na'm 1955 so co oulrﬁ ¥
indicated. Soon the prisons and concentration camps begfaxall,l 1'sct1
slowly and then faster and more widely, to release mllllonsho ege ;
“enemies of the people”, revealing the true scale and 10]§0rf1 Of
groundless persecutions. All this unrnask_ed not onl.y :che f? sehoo 0
the mystical-absolutist claim of the unlv.er.sal validity o iv atffﬁz
presented as cornerstones of Maixist-Leninist t'heory, but also o A
rational-relativist (“necessary in its time”) version; after a}l}l, ‘r‘ft éni
had changed in the real world apart from the depfc}rture oft 1;5' he? e
and Teacher” and the political implications of this fact .for is heirs.
The second factor was simply the result of getting an oppot-
tunity to examine at first hand at least some aspects of the Econo;g;c}
reality hitherto out of bounds fo'r a<.:ade¥n1cs. F(er m;e th ese new
experiences began with the participation in a study 0 t.ledo.v
tax-burden (monetary and in kind) falhng on farmers. Detaile 1nvles£
tigations conducted in two different regions of the country revea et
the true extent of the extraction of resoutces by the state from prfg’a. ?
agriculture, and consequently the duplif:ity 'au-ld fallagy qf theformci?
line blaming the food shortages on the mefﬂcle.nc'y of pm’?;e a ; i{g1
and hence justifying the push towards (.:ollectlvlzatlon. 1e curtai
was lifted furthet for me with the appointment to a small group in

The Bane of Reforming the Socialist Bconomic System - ‘ 379

charge of scrutinising a draft policy document for one of the forth-
coming meetings of the Central Commitee of the Party, which was to
decide about the needs and possibilities of reallocation of resources in
favour of consumption on macroscale; it was the first time that I saw
figures — still very incomplete and by no means reliable, but never-
theless revealing - showing that the living conditions of the popu-
lation not only differed radically from the promises of the Six-Year
Plan, but were practically without any improvement over the period.
This coincided in a peculiar way with the cessation of collecting data
on family budgets during the Six-Year Plan period, both in the towns
and in the countryside, despite the long tradition of the Polish
statistical service in the field. I discovered the discontinuation of the
series while working in another committee — this time to advise about
the resumption of publication of statistical yearbooks, stopped in
1950. It was probably the most shocking discovery, because hitherto I
had always remained convinced that even when data were not pub-

lished {in order to deny the information to the enemy ..) they

continued to be collected for the benefit of those who took decisions.
It turned out that, in this case at least, the safest thing was not to have
specific information at all ...

Looking back, I can say without exaggeration that the relatively
short period of one or two years after the death of Stalin became the
sharply dividing line in my academic life, As these recollections will
clearly show, I later made many etroneous judgements or compto-
mises, but since the mid-1950s they were fully on my own account,
unaffected by any sort of @ priori assumption of superior knowledge
derived from an ideological syndtome or by ideologically inspired
feeling of loyalty towards a political organization, Tn retrospect, it is
only from then on that I can regard myself as an economist.

My interest soon firmly centred on the question of reforming
what I came to call “the system of functioning of the socialist
economy”, i.e. the mechanism of allocation of resources and coordi-
nation of economic activity. Thus, I retutned to my war- and early
post-war concerns, but now reinforced by the realisation of the
negative impact that the unqualified adherence to the principles of the
command system exerted on the effects of central planning in Poland.
Shifts in economic policy themselves, however important and ne-
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cessary, cannot bring about the desired effects without elimination of
the inefficiencies caused by the faulty system of functioning — this was
to remain my profound conviction for many years to come as 2
“reform economist” of socialism.

The law of value continued to play a role as the theoretical
foundation of my thinking, more convenient for the evolutionary
approach which I employed in that it had its roots in Marxian
political economy and that the issue of opetation of the law of value
under socialism had received a fresh impetus by Stalin’s new formu-
lation previously mentioned. It was under the heading of “law of
value” in one form or another that 1 published a number of articles in
1953-56, culminating in a paper presented to the national congress of
economists in June 1956, which urged an ovethaul of the economic
mechanism. The ideas promoted in these papers matured gradually
and by the end of the 1950s found their full reflection in a book
which I shall discuss briefly later, Now let me turn to recollecting
events which provided the context of my activity in the highly
chatged political atmosphere of the first post-Stalin years, with
Poland rapidly at the forefront of change.

The most relevant, particularly in the initial period, was the
progressive lifting of the veil of secrecy surtounding the true
economic situation. Some of the points in this category which could
be called the “glasnost of the 1950s” (also because they were initiated
from above) have been touched upon already. They were soon
intensified by spontaneous tremors from below which - interacting
with the timid openings “granted” by the authorities — one by one
exposed the accumulated dissatisfaction within the societies under
communist rule. I have in mind here events such as the revolt of the
Fast German workers in June 1953, a similar but less known strike in
the Czech industrial town of Plzen, a hitherto unprecedented dis-
closure of the misdeeds of the security police extracted from the
Polish leadership under organized pressure of the patty activists in

1954, the virtual decollectivization of Hungarian agticulture during
Imre Nagy’s first premiership (later reversed). All this intensified the
feeling of urgency of economic change in Poland, and at the same
time the perception that the political framework was becoming more
amenable. At first, the limited specific proposals put forward -
sttonger financial incentives, greater managerial autonomy, etc. — had
as their point of departure similar initiatives announced in the Soviet
Union; however, we quickly began to go further. One of the factots
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w'hiafh must have contributed to this was the “rehabilitation” of
T1.t013t Yugoslavia which opened the way not only to bolder consider-
ation of the possible role of the market under socialism, but also t
the IdE?. of workers’ self-management which had some icraditions iz
Fhe P01.1sh trades union movement and was even modestly tried in the
Imn}edlate post-war years. Anyhow, by 1955 the question of the
Soviet example lost much of its previous weight in Polish discussions
an.d, as I remember from contacts established then — tather un
thmk,able earlier — with Hungarian and East German economists thi-
was 1nf:reasingly the case in some of the other East Euro, earf
countrlfzs as. well. (I have to mention in this connectionpthe
Hungaﬂ.an pioneer of market-oriented economic reforms Gyorgyi
Peter, with whom I exchanged substantive letters, and the remaZkage
East German_ economists, soon declared “revisionists”, Fritz Behrens
- a communist of pre-war standing — and the young: Arne Benar
zvhom I met in 1955 at a workshop of party economists from tl’ir’
people’s democracies” ~ in itself a novel experience.) :
. 'The year 1956 brought the political turmoil in Poland to the
E)Oﬂlng point. Khrushchev’s denunciation of Stalin in his famous
secret report” to the XX Congtess of the Soviet Communist part
becam.e very soon widely known (the printed Polish translation zf
ostensibly for party members only — was selling freely on the black
market) and opened veritable floodgates of harsh criticism of all
aspects of the communist system, as well as heaps of economa'
grievances. In addition, the death in Moscow of the Polish N
munist leader Bierut while attending the Congress, put the part Cﬁfﬁ;
even greater disarray by intensifying factional struggles Thi im
minent exp.losion materialised finally on June 28-29, When. the strik—
at engincering works in the city of Poznan in western Poland s i]leg
over into a virtual political uprising, brutally suppressed with thlz: use
of massive army deployment at a heavy cost in lives and wounded
Symptt_)l:nauc of the new overall political situation was that thc;
auth‘orlues failed to deal with this shock in the habitual way of
putting Fhe blame on a “bunch of provocateurs inspired b Wes{er
imperialists” who had succeeded in deceiving the workers; i}ri a matter;
of weeks, the party had to admit tesponsibility by cc;nfessin to
erroneous policies, and indictments against selected participanti in
the riots were dismissed by the courts. This was an outcome
cedented in the communist world, e
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The Poznan tevolt also lives on in my memory for a peculiar -
one could say almost professional — reason. On June 231rd, a 15-
person group of British economists with Richard Kahn, Joan
Robinson, Brian Reddaway, Maurice Dobb and others artived in
Poland, invited by the Polish Economic Society, another sign of the
difference between Poland and most other countries of the Soviet
bloc where such a thing was hardly possible at the time. The pro-
gramme of the visit included Poznan, where an international trade
fair was to be held; the British group arrived there precisely on the
day of the revolt and witnessed the events. Many years later, my
friend Tadeusz Kowalik and I in a joint article! described one aspect
of the fateful coincidence; it would not pethaps be superfluous to
quote here a few passages from this article; “The meeting, in the
reception hall of a Warsaw hotel, was to provide an exchange of
views between the Polish hosts and their guests. The latter - a group
of prominent British economists — had just returned from Poznan,
where, at the newly opened Poznan Fair, they had hoped to sec with
their own eyes the material achievements of People’s Poland. Instead
they became witnesses to what was, at that time, the largest workers’
revolt against a “wotkers’ state”. They saw Soviet tanks manned by
Polish troops going into action. They Jearned the stark trath about
something which the regime chose to describe as the result of an
“imperialist plot”... Evetybody was shattered by what had happened
... The pale and preoccupied faces of our guests testified to the shock
which they had just experienced ... Academnics, of course, have their
own savoir vivre, The hosts had been accustomed not to call things by
their real mames for years, and the guests knew that they were in a
country whete silence comptised part of the raison d’état. One of the
distinguished guests, well-nigh a world celebrity, was first to speak. In
words that could just as easily have been uttered in Switzerland,
Yugoslavia or Canada, he expressed his gratitude to the hosts, and
spoke about the value of an exchange of views, He was answered by
one of the hosts — also a celebrity. Both speeches were vacuous and
unconvincing. The evening could have ended thus, with a pervasive
air of falsity. The silence compounded the burden that lay heavily
on everyone’s heart. Then suddenly we heard the voice of Joan
Robinson: “Look”, she said, “we cannot behave as if nothing im-
portant had happened. If workers rise against the authorities who

1 “Gociglism and development”, Cambridge Journal of Economics, no. 7, 1983,
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Ezsiuffosgdt }t10 p§otect th;i; interests, if people lose their lives, we
und the alarm an eatlessly draw the proper \ ;
Only then will you be able to find a way out of thl? ituation”. It tmag
sound trivial today, but this scene persizts inm nlls oy o o
reminder of the moral dimension of our ay' erflory as poyverft}l
certainly sp}lrred many of us to greater cofltsli:?esr’lc;t ati]; attmnlle .
uncompromising stand in the struggles ahead. o
‘ The fast progressing radicalization of the great majority of Polish
society, a.m‘d particularly of the workforce of major new plznts d "
natfed‘orl'gmally by the communist party to become the flag-bear ESIg;?
socialist industrialization (the Warsaw car factory FSO Wai thea i
exa.mple), exerted a profound influence on the economic rofpn'me
Wth.h ‘suddenly and unaccustomedly found itself in the pcen:::c:ml;
pui:zhc interest, The quite widespread expectation was that the e N
omists — p'erceived as professionals in contrast to the olitc‘ Oni
appointees in charge of managing the economy - would 1f)ind 1tclil
re.rnedles for the country’s grave economic ills, This mood, coupl de
with the economists’ inevitably excessive self-confidence ’aft rplel
years of neglect correlated with bad results in practice ervaded the
National Congress of the Polish Economic Society in ]’u11)1e 19566 E .
days; before the Poznan revolt. The Congress, assembled in the “]i’o:‘la’n
den” of the Planning Commission (Polish Gosplan) buildin S
duced a comprehensive criticism of the past methods of runnigrl PtrI;)
economy, along with the call for what seemed at the time . fe
reachmg decentralization and marketization of the system. Am g its
resolutions was the-demand to create a commission of inqu.ir il(l)tngtlllts
g:asons <?f econon.lic failure and of a permanent body, an ind)cr:penodenf‘:c
: conor;uc Council c?mposed of ec'onomists and other professionals
o wotk out a blueprint of economic reforms as well as to advise nci
monitor government economic policies in the future. This wa a‘lch
iﬁrst event of its kind throughout the Soviet bloc, and i't aroused Sgrea(::
arétcirfztt: :fls;ly1 elnrghe (?j('/'est (fOxford Econorsfzic Papers published an
e 1i)er)c‘:ee ngs of the Congress, including large fragments
‘The voice of the representative body of economists — perh
the first (and maybe the last ...) time in Polish history — erf:)e t'la)LI)S
spurred developments in the real world. On the crest of tlfle Pp o
reyolt and the subsequent admission of errors by the Central anﬂn
mittee of the party, staffs of individual state enterprises — bm;;
workers and the more ambitious managers — began to issue some kizds
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of UDI (unilateral declaration of independence): a degree of auto-
nomy from the state economic administration, especially with respect
to the number of obligatory plan-indicators, new incentive schemes,
clection of workers’ councils with wide managerial rights, etc. — in
most cases in the name of true socialism, free of its Stalinist
degenerations. By the end of the summer of 1956, this spontancous
movement gained momentum, threatening to deprtive the economy of
any kind of cootdinated governance, and forcing the government to
seck a common denominator applicable on a macroscale. For this
purpose, a special commission was formed under the chairmanship of
a vice-premier, with Michal Kalecki as one of two vice-chairmen, but
in practice the actual leader of the commission’s work. The brief of
the commission was well reflected in its name: “Commission for
providing assistance to the workforces in developing their initiatives
in the field of entetprise-management”.

A few words are in order here about Michal Kalecki and his role.
Kalecki was invited to advise the new government immediately after
the war, but he soon found the atmosphere uncongenial, and in 1946
accepted the position of deputy fead in the Economic Department of
the UN Secretariat in New York. He returned to Poland at the
beginning of the “thaw” in Februaty 1953, assuming the post of
personal adviser to the then economic ovetlord of the country,
vice-premier Hilary Minc, combined with a reseatch assignment on
Western economies. Until the beginning of 1956, he consistently
refused to deal with problems of socialist economics because of the
petceived lack of conditions for objective analysis, Only with the
renewal process well under way did he let his voice to be heard, and
at the IT Congress of Economists presented a seminal paper “Dy-
namics of investment and pational income in a socialist economy”
which contained the framework of his theory of growth; the im-
mediate significance of this quietly but expertly argued paper was to
show that logical reasoning does not lead to any sort of general rule
determining the relationship between the rates of growth of in-
vestment and national income, and hence no law of faster growth of
the producer-goods sector than that of the consumer-goods sector can
exist at all, contrary to the dogmatic assertions allegedly derived from
Marxian schemes of reproduction, with or without Lenin’s additions.
Kalecki remained a fitm supporter of central planning as an effective
weapon against unemployment but by no means in the form it
assumed under Stalinism; he also strongly believed in the potentially
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positive contribution of workers’ councils to economic efficiency, and
gradually became more convinced of the rationale of market-oriénted
reforms of the economic system. From 1956 until his death in 1970, I
W-orked closely with Michal Kalecki, and despite disagreements ,or
divergence of research interests at some points, [ came to regard him
as my paramount mentor — both professionally and personally,
Kalecki organised the work of the commission in a very effective
way, and it proceeded unusually fast, benefiting to some extent from
the professional setvices of the research unit at the Planning Com-
mission (I had headed the unit since the beginning of 1956). Drafts of
the proposals ware printed in the press in order to generate comments
from the public - in line with the new spirit of democratic openness
Ip a matter of weeks, the commission had prepared three documents:
(2) th<_e Workets” Councils Bill which gave the freely elected councils a;
role in many respects similar to that of a Board of Directors in a
Western company (voting on the annual plans, determining the
Iong—}*un direction of development and organization of the enterprise
scrutiny of the results, distribution of the after-tax profits and of thé
incentive fund); (i) outline of the recommended scope of state
enterprises’ autonomy (in the final version implemented by the gov-
ernment the number of obligatory indicators for an industrial enter-
prise was reduced from several dozens to eight, with emphasis on the
fm.ancial aspects); (#) the Enterprise-Fund Bill which established the
principle qf the wortkforce’s participation in profits, All these rec-
f‘)mm'endatlons wete enacted after the political turning point of the
Po_hsh October 1956” (of which a few words below) to the satis-
f?ctlon of our commission. But those who regarded them as only the
first step to a more consistent and comprehensive reform of the
system were to be profoundly disappointed: these measures turned
out to become not the initial but the highest point in the meanders of
the Polish reform process until the 1980s.

The growing political crisis in Poland reached i i i
ed its climax in
October 1956, 'Called for October 19th, the plenary meeting of the
Central Committee of the ruling Polish United Workers’ Party was
expected not only to proclaim the final break with Stalinism and to
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endorse the radical reform course but also to underpin it by appro-
priate personal changes in the top leadership and subsequently in the
entire party- and state-apparatus. The leader-designate was obvious:
the ousted in 1948 and later imprisoned first secretaty of the party,
Wladyslaw Gomulka, whose name was associated with pre-Stalinist
policies and the national “Polish way” to socialism. The more vilified
he was by past propaganda, the higher became his political standing
as a symbol of renewal. The ultimate flair of this image, however, was
provided by the last moment of drama preceding Gomulka’s return to
power.

T remember how, in the early morning of October 19th, a
meeting of a small group of members of our commission was arranged
to review the economic part of the speech the formal chairman of the
commission, the vice-premier, was to deliver at the Plenum. Before
we even assemblied, someone burst into the room with the news that
a top-level Soviet delegation headed by Khrushchey - uninvited and
unannounced — was about to land at Warsaw airport. No one
doubted that this meant the onset of the dreaded attempt by the
Soviet Union to prevent political change and consequently to arrest
the radical reform process. For days, the capital had been full of
rumours of the impending Soviet militaty intervention, made easier
both by the possibility of using troops stationing in force on the
Polish tetritory and the fact that the Polish army itself was under
command of a Soviet marshall, Rokossovski (ironically, the only
Polish units under Polish government control were those of the
Tnternal Security Cotps). The Warsaw party committee, dominated by
staunch reformers, allegedly started to distribute rifles to groups of
workers; mass meetings were held almost continuously in many places
~ with the Warsaw Technical University and the car factory, the most
prominent — in support of the “renewal line”. In such an atmosphere
the arrival of the Soviet leadership combined with the (true!) news
that some Red Army units had started already to move out of the
their barracks made the situation explosive. When, after almost 24
hours of suspense, the Soviet leadership went back to Moscow, the
army units returned to their barracks, and the Central Comimittee
sesston resumed to proceed with the personal changes and the de-
nunciation of Stalinism, it was not simply a feeling of relief but that of
triumph that petvaded the reformist camp.

The credit for the success of the defiant stand was overwhelm-
ingly (but not entirely correctly) attributed to Gomulka, who further
consolidated his position by releasing from confinement the Catholic
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primate of Poland, cardinal Wyszynski, and by putting Polish-Soviet
relations on a seemingly more equal footing. His return journey from
Moscow in November 1956 — having obtained the Soviet pledge to
repatriate imprisoned Poles, as well as compensation for cut-price
coal deliveries over the post-war years and several other concessions —
turned into a hardly ever seen triumphant procession, with throngs of
people holding up the train at every station of the Polish stretch of
the railway, When, in addition, the signal was given of abandonment
of collectivization of agriculture resulting in instantaneous dissolution
of over 90% of existing collective farms (which, even at the peak of
Stalinism, anyhow never covered more than 10% of farmland in
Poland), Gomulka reached a level of true popularity unimaginable for
a communist leader in a country renowned for its anti-communist and
anti-Russian sentiments, reinforced by recent experience. To me this
was a most welcome development because it seemed to open up the
prospect of full-scale democratization of the political system unham-
pered by the fears of the new party leadership being swamped by the
hostile forces unleashed. The Soviet invasion of Hungary, coming
literally on the heels of the Polish success, should have introduced a
note of caution by at least suggesting a deal which might have secured
for Poland a different outcome from the Hungarian one. However,
the possibility of such interpretation had not occurred to me at the
time. Also, several other signs that the feeling of complete victory
may have been overhasty ~ the most significant of which being the
public reassurance given by Gomulka to a mass assembly of party
functionaries — went unheeded. I remained convinced, rather naively,
that the political conditions for fundamental economic reform were
ripe, and it was in this frame of mind that T began the relatively brief,
but probably crucial, period of my professional career, namely the
work in the Economic Council.

“The Economic Council at the Council of Ministers”, the official
name of the body, was established on the strength of a resolution by
the Seym (the formal parliament) in December 1956, more or less in
accordance with the demands of the congress of economists men-
tioned eatlier. It was to be an independent advisory body to the
government {the Council of Ministers), charged mainly with three
groups of tasks: (/) to work out the proposed design of the chan-
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ges in the system of planning and management of the economy (“the
new economic model” as it was then universally called), (¢ to
apptaise current plans and economic policies of the government, (#)
to provide the public with proper information on economic matters
by periodically publishing reports on the state of the economy an‘d
instigating approptiate reseasch by other institutions. The Economic
Council was initially composed of 36 members appointed for a
renewable two-year period by the prime minister. Among them were
academics, managers and politicians (including high-ranking
functionatries of the economic administration, for instance the
chairman of the Planning Commission), but all — at least theoretiFally
_ in their personal capacities and not as representative of in‘stitutlons,
political parties, etc. At the head of the Economic Couflcll was put
Oskar Lange as chairman, Czeslaw Bobrowski as executlve'(“perfna-
nently officiating”, i.e. full-time) vice-chairman, and five vice-
chairmen (Michal Kalecki, Edward Lipinski and this writer among
them) — forming jointly the Presidium of the Council; a small }:’mt
highly qualified staff was subordinated directly to the executive
vice-chairman, The inaugural plenary session of the Economic
Council was held in a glare of almost Western-style publicity and
amid high popular expectations.

Tt soon transpited that these expectations were not well founded
for a number of reasons, both internal and external to the Council,
but all related in one way or another to the changing political climate.
As my own wotk on the Council was mainly connectet‘i With the
questions of the “new economic model”, I shall focus on this issue.

There was a substantial extent of common ground in the Council
with regard to the general framework within which we were to
discuss the contours of the new model, although the motivations for
this convergence could have differed. Nobedy, for instance, ques-
tioned the dominant position of state ownership in the economy, but
some — including myself — did so out of conviction of its merits,
whereas others might have accepted it simply out of realism. The
same applied to the principle of central planning. Howevet, when the
discussion moved from the general to the specific areas, divergences
became gradually more pronounced than convergence; the scalelof
the private or genuinely cooperative sector coexisting in Poland with
the dominant state sector, as well as the methods of state regulation
of the non-state sector (for instance, preservation or abolition of com-
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pulsory deliveries in kind from private farms) belonged to this cat-
egory. Particularly controversial was obviously the interpretation of
the concept of “central planning” and the minimum conditions for its
effectiveness, All this meant that the capacity to compromise within
the Council began to take precedence over consistency and co-
herence, as best witnessed by the leading document prepared in the
Economic Council and its main claim to lasting memory, namely
“The Theses of the Economic Council Concerning Certain Directions
of Change in the Economic Model”.

The “Theses” were formally concerned only with the principles
of operation of the state industry, but its actual compass was wider,
They asserted the need for a fundamental change of the system of
functioning of the economy, and attempted to re-interpret the
concept of national {central) planning which would be best setved not
by a multitude of detailed obligatory targets but by economic calcu-
lation and forecasting of a possible range of outcomes. Consequently,
plans should be presented to the decision-makers with a clear delin-
eation of alternative choices, formulated in a way accessible to
popular representatives on enterprise, local and national levels who
were supposed to participate actively in shaping the plans. Economic
incentives uncoupled from target-fulfilment were to constitute the
paramount tool of plan-implementation in a broad sense, ie. both
with regard to the objectives (ultimately expressed in growth of
national income) and to the means (in principle, physical allocation of
resources — the bullwark of the old system — ought to be replaced by
commercial relations). Rentability was to become the main criterion
of success of state enterprises; this in turn required activization of
monetary and fiscal insttuments (interest rates, taxes, tariffs, etc.), and
first of all an overhaul of the system of pricing (a break with the
separation of producer-goods prices from the consumer-goods ones,
acceptance — as a rule — of the market-clearing function of prices,
ete.),

However, it would be wrong to regard the “Theses” of the
Economic Council as a kind of an early manifesto of “market
socialism”, not only because the term was never used, but mainly
because of the compromise attitudes mentioned before. There were
two kinds of compromises in the document which made the break
with the command system far from decisive. The first one included
matters which were not recognised as compromises at all even by the
most radical members of the Council at the time, but as just about
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self-evident components of the new model. For instance, 1 viewed as

natural the exclusion of the sphere of major investment projects from
the general principles of the new model, as well as the need for
government control over prices or for seiting an overall limit on the
pay-roll (“wage fund”} in state enterprises. But in a number of other
points, by no means obvious, formulations were accepted, often after
a protracted battle, which watered down the headline recommen-
dations or at least opened the way to very different interpretations.
Stressing the need for managing state industry by economic means,
the “Theses” retained the proviso that obligatory targets could be
used “wherever necessary and effective”; determination of physical
structure of output as well as physical allocation of inputs was not
totally excluded, but retained for “justified cases”; a vague formula of
enterptises’ responsibility for economic results of its activity was
substituted for the concept of bankruptcy, etc. Such ambiguities
reflected, on the one hand, the pressures exerted by the anti-reformist
minority within the Council membership, and on the other the fact
that the pro-reformist majority allowed itself to be persuaded that, by
adopting a more “diplomatic” stance, the “new model” would become
palatable to the country’s political leadership. To me, the most
embarassing example of this was the acceptance of the term “directive
planning”, commonly regarded as synonymous with “command
planning”; the context made it rather clear that the expression ac-
tually stands for “effective” and is compatible with what was to be
essentially a non-directive planning system; the surrendetr was evi-
dently tactical and not substantive, but the bitter aftertaste remained.

All this proved to be of little consequence, however. Worked -

out relatively swiftly in the course of three months, the “Theses” were
presented to the government at the beginning of June 1957, together
with a timetable of the most urgent measures requiring implemen-
tation before the end of the year. For almost two months nothing
happened, until finally, on the penultimate day of July, the Presidium
of the Economic Council was given a hearing at the session of the
Economic Committee of the Council of Ministers (the Economic
Cabinet), The discussion was hardly illuminating: a few open criti-
cisms of the general thrust of the document, but mainly concentration
on numetous specific points which the “Theses” apparently failed to
address. We argued that the vety nature of the submitted document
prevented such detafled approach and that the attached list of issues
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in the process of elaboration together with their time sequence
showed that the concerns would be met - provided the main di-
rection of reform was approved and the go-ahead for further work
given. But throughout the meeting I could not rid myself of the
impression that the members of the government somehow wanted to
find a way to evade any sort of a commitment to reform without
offending our Council and prematurely disclosing their sentiments
to the still expectant public. The formal minutes of the meeting
registered in most lukewarm terms the Economic Cabinet’s
acknowledgement of the work done and the instruction to prepare
more specific recommendations (significantly, the Planning Com-
nn.ssion was to share the task with the Economic Council) but, as the
prime minister intimated to the executive vice-chairman of the
Economic Council, the “Theses” were neither approved nor rejected.
The radical reformers tried to keep up their spirits by making more of
the formal wording than was actually meant (I wrote, for instance, a
leading article in the weekly Economic Life which interpreted the
outcome of the meeting as holding open the door for reform), but
events did not let us wait long for dispersion of any remnants of
optimism. No one in the government showed interest in the sub-
sequent elaborations of various aspects of the “Theses”, although a
nL‘unber of them — particulatly on pricing, incentives and investment
critetia — were of considerable importance, The practice of economic
management, instead of moving forward in the direction envisaged in
the “Theses”, started to go backward, gradually eroding the relax-
ation in the command system achieved by the measures worked out
before October 1956. Towards the end of the 1950s, the personal
con?position, the hierarchical structure of the state economic adminis-
tration and the priorities of economic policies (the sharp increase in
the “rate of accumulation”, i.. the share of investment outlays in
national income) resembled in many respects the pre-1956 situation.
One notable, and by no means negligible, difference concerned
agriculture which was spared the return to collectivization, but even
here pragmatism had to give way to ideology in the form of blocking
the process of growth of private farms and hence the increase in
efficiency of this vital sector of the economy. All this was accom-
panied by an unequivocal drive to restore the “leading role of the
[communist] party”, despite formal and short-lived concessions to
other political or quasi-political organisations. The offensive launched
by the new leadership against inner-party dissent was ritualistically
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double-pronged, verbally castigating the hatd-line “dogmatists” along
with the “revisionists”, but the real fire was aimed at the latter who
represented the reformist threat. It became increasingly clear that the
attitude of the ruling elite to the economic reform was highly dis-
trustful for political reasons; as soon as avenues seemed to open to an
improvement in the overall economic situation of the country without
a genuine change in the “model”, the reform was doomed. Para-
doxically, Poland benefited for a petiod of two or three years from
what Kalecki dubbed “the resetve of past mistakes”, mainly in the
form of delayed effects of investment projects undertaken under the
1950-55 plan which were not compleied on time but came presently
on stteam, suppotting a relatively high current rate of growth without
excessive burden and hence allowing an unprecedented increase
in consumption. An additional temporary factor had been the
favourable export market conditions for Polish coal post-Suez. All
this helped to convince the government that what really mattered was
the change in top leadership, and that no systemic reforms were
needed, especially as relaxation of central control was — according to
conventional wisdom — bound to increase the persisting inflationary
pressures. The link between market-oriented reforms and the rise of
workers' councils was another sitong cause of resentment by the
supporters of the status quo. 1 remember well how, duting a break in
the debates at the Fconomic Council, a high party functionary
accused me of a plot to create a “dual power structure” through the
promotion of workers’ councils which would deprive the party of its
“leading role”; characteristically, the argument did not concern the
efficiency implications of the discussed workers’ councils regime but
the political ones.

The Fconomic Council continued to exist formally until the
beginning of 1963, when the ptime minister simply failed to renew its
mandate. But its influence faded away rapidly, not only in the field of
the “model” but in the two other areas of its presumed activity as
well. The growing fecling of helplessness with respect to influencing
real developments in the economy prompted me to resign in 1958
from the head of the research unit at the Planning Commission, and
to concentrate on academic wotk (I moved from the Main School of
Planning and Statistics to the Faculty of Political Economy of the
University of Warsaw in 1954). Since then I have participated in an
atterpt to influence directly economic policy only once. It happened
at the beginning of 1964, when Kalecki organised a small team to
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hfalp him assess the draft plan for the 1966-70 period, following the
highly disappointing results of its predecessor which suffered both
from the unteformed system and the disappearance of the temporary
factors‘ mentioned earlier. Our work provided part of the material for
an article published by Kalecki in which he postulated relatively
modest but tangible corrections aiming at some improvement in
consumer incomes and housing, as well as at creating more realistic
foundations for all the other elements of the plan, Despite the fact
tha.t the article was a legitimate response to an official call for a
national debate of the draft, Kalecki was brutally rebuked in public
by Wladyslaw Gomulka, and decided to resign from his post as
advisor to the chairman of the Planning Commission, thus bringing to
an fend his own direct contribution to shaping Polish economic
reality. Ironically, as I suggested in an article written for Rimascita in
1971, the rejection of Kalecki’s recommendations was among the
causes of the ultimate collapse of the plan, which in tutn lead to the
bloodily suppressed workers’ revolt on the Baltic coast and conse-
quently to sweeping Gomulka out of power ...

Despite its disappointments in terms of effective reform, for me
the work in the Economic Council undoubtedly constitutes a valuable
expetience both in the positive and negative senses. The positive side
was the intellectual inspiration gained from often very substantial and
animated debates in various smaller bodies created by the Council for
th'e purpose of investigating particular matters, such as the organis-
ation of industrial branches (the question of replacing purely adminis-
trative organs by associations of enterprises), operations of profit-
Pnked incentive schemes, pricing. The latter had been especially
important and challenging theoretically. I mentioned above the ac-
ceptance in the “Theses” of the market-clearing principle in pricin
but at th_e time this could not mean abandonment of the search for a%;
appropriate cost-basis for prices not only as an unavoidable tribute to
th'e Marxist value-price distinction, but mainly as the necessary yard-
stick of the degree of correspondence between the structure of suppl
and that of demand, and hence of the macroeconomic implication);
of the current allocation of resources and future tendencies. What
we were trying to define was the “normal price” (the expression ac-
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tually used was “point-of-departure-price”) - a calculable mggnitude
which would approximately reflect the social cost of producj:llon over
a medium term covered by the plan. There is no possibility, anfi
perhaps no need, to go into the specifics of the.ntlatter here. It is
worth mentioning, however, that we moved decisively toward' th”e
concept of opportunity cost as the basis for our “notmal price”,
including the cost of capital and natural resources, as W?H as world
market prices for tradable commodities. The brea'k with the tra-
ditional, then still practiced, principle of deriving price from average
cost plus depreciation was so great that our findings could only be
published as an informal document of a working group and not of the
Economic Council -as a whole.

As for the negative side of the experience, most relevant was
sutely the realisation of the scope and strength of interests opposing
meaningful economic reform: vested interests of influential strata
benefiting materially and positionally from the old system, ]aut fn.:st
and foremost the political interest of the mono-party’s ruling elite
who regarded preservation of its command over the economy as a
patamount factor of safeguarding power in general and continuing
the “march to socialism” in accordance with Marxist-Leninist or-
thodoxy. My illusions of “October 1956” thus passed,‘ although some
clements of naiveté remained: the political conditions for funda-
mental economic reform proved not to be ripe, and the new lead-
ership was not going to provide them, but at least tl'le post~Qctober
situation with its relative ideological freedom was still percellved: by
me as opening the chance to carry on fighting for democratisation,
also or perhaps even most effectively, within the party, a chance
which should be fully used. .

I thought that, under the citcumstances, my main duty as an
economist was accordingly to present the concept of a 'ger}mne.ly
reformed economic system and its relationship to the socialist idea in
a coherent form, without futile tactical compromises. In 1958, I
started work on the book published in 1967 in Polish as Gene?'al
Problems of Functioning of the Socialist Economy (the 1972 English
title was The Market in the Socialist Economy).

The research for the book took me, amongst other things, to
Moscow, as I intended to return to my “old love” of_ study_ing the
NEP (“new economic policy”) of the 1920s in the .Sovlet Union and
the plan-market debates of the time. This iptenﬂon prf)ved to be
unexpectedly difficult to effect. First, the Soviet authorities were re-
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luctant to accept me, and it took quite a long time to get permission
to go to Moscow (permission to visit provincial economic authorities,
sovnarkhozy, newly created by Khrushchev to change the lines of
command, was never granted). Second, at Moscow University, which
acted as my official host, almost everybody from the faculty of
political economy fell suddenly “ill”, thus avoiding me, a rather
exceptional snub by the protocol-conscious Russians vis-d-vis a
counterpart from a “brothetly country” (I was at the time the dean of
the economic faculty of the University of Warsaw and holder of one
of two political economy chairs). Third, it was impossible to obtain
books by the main protagonists of the 1920s debates in the libraries
because the authors were, as a rule, still non-persons; in most cases,
however, I was able to get round this obstacle by asking for volumes
of periodicals in which I knew large excerpts of books and substantive
accounts of oral debates had been published at the time (the avail-
ability of this route was in itself a sign of “laxity” by Soviet standards;
previously the pre-1938 periodicals had remained unaccessible). On
an individual scale, all this was a distinct remainder that — problems
with our own regime notwithstanding — Poland was then an odd man
out in the communist camp as far as cultural liberalism, including
contact with the West, was concerned.

A telling incident in Leningrad, whete I stopped for two days on
my way back to Warsaw, provided another and even more memorable
illustration of this distinction, One morning I went to see — unan-
nounced - the doyen of the Soviet economic profession and one of
the few survivors of the debates in the 1920s, V.V. Novozhilov, also
known to me from his post-war attempts to work out criteria .of
investment efficiency by using a surrogate rate of interest. He had no
qualms in accepting the uninvited guest in his university office (my
name was known to him), even cancelling engagements to make room
for a prolonged and open discussion which revealed a considerable
convergence in our views on the needs and direction of systemic
reforms. The same evening, duting an interval at a concert of the
Leningrad Philharmonic, a young man suddenly approached me
asking to confirm my name. As I recoiled, thinking that this must be
police, he hastened to relieve my anxiety by saying that he had seen
me eatlier in the day with Novozhilov, who told him about my
intention to go to the concert. He had contacted me on purpose:
Professor Leonid Kantorovich wanted me to take his book (which
was about to be published) to Watsaw; 1 would find a copy in my
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hotel, Indeed, a set of page proofs with some last minute athor’s
corrections was handed to me by the receptionist on my teturn: it was
a copy of Kantorovich’s book The Best Use of Economzc. Resources
which contained a comprehensive mathematical formulation of the
problem of optimal planning with shadow prices (“objectively
determinated valuations” in the author’s terms). Having spent severa}l
hours during the night going through the main points o:f the ]?901{, it
became clear that his intention was to bring out the Polish echt‘lon as
soon as possible, and in this way to make the book knox‘vp in tl‘le
outside world before it came under possibly devastating criticism, in
view of the theoretical and practical implications of the study. It'Wﬁ’.S
perhaps a case of excessive insurance, bearing in mind K'antorc‘wmh s
stature as one of the leading Soviet mathematicians, credited wlt}_l the
discovery of lineat programming in 1939, as well as the highly
technical form of presentation, but one could never know under the
circumstances. Anyhow, I was truly impressed by the W‘hc?le matter
and my semi-clandestine involvement; thef:e wefe 1o difficulties in
arranging for a quick, competent translation, in Warsaw, !and the
Polish edition of what was soon to become the basis for his Nobel
ptize in economics swiftly followed the Russian original.

The manuscript of my book was completed towards t'he end of
1960, in time for me to begin a four-month visit to the United States
as a Ford Fundation fellow in January 1961. It is not now easy to
provide a self-assessment of this work, but as I am 'proba}bly remem-
bered more by this than by any other of my writings, it has to be
attempted in these recollections. '

Reviewing the English edition in the March 19'73 issue Of The
Economic Journal, Joan Robinson wrote rather sarcastically that‘ what
the reader most learns from this book is the difficulty of analysing the
problems of a socialist economy in terms of Marxian categories”. The
point was well taken: indeed, I tried to develop _the theo}‘y of
functioning of a socialist economy on Marxist fout‘ldatlons, buF inter-
preted in a way which would open the door to critical re-examination
of socialist economics as previously known in the countties belongl‘ng
to the Soviet bloc. So, the principal proposition of rnacro-ra.tionahty
of a centrally planned economy based on dominance of Pubhc (sta.te)
ownetship of capital was accepted, but at the same time Ma'trxilan
dialectics of the historical process was extended to apply to socialism
as to any other socio-economic system: socialism cannot be per-
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ceived as conflict-free, it generates its own developmental contradic-
tions (not only those inherited from capitalism) which have to he
properly handled lest its assumed supetiority were lost and possibly
changed into the opposite. On this premise the line of argument was
built, leading to the rejection of the established view that a socialist
economy can operate only in accordance with a single model of
functioning, namely a “command” one (“centralistic” was the term
used). The book set out to demonstrate the legitimacy of the “model
of a centrally planned economy with a built-in market mechanism” as
a better alternative, allowing the inherent advantages of socialism to
manifest themselves much more fully.

My concept of this model (to avoid repeating its clumsy full
appellation, the short-hand “decentralised” was used) benefited from
the inter-war discussion on economic calculation under socialism, in
particular from the then broadly accepted view that Lange and his
likes won the argument against Mises and Hayek. The resounding
“yes” in reply to the question “can socialism workp” given by econ-
omists of Schumpeter’s stature (Capitalism, Socialism and Democracy)
as well as top “sovietologists” like Bergson (“Socialist economics” in
the 1949 Survey of Contemporary Economzics) seemed to make re-
dundant the need for yet another substantiation of the validity of the
general fundations of a socialist system. (In parenthesis, I may add
that during my stay in the United States I came across opinions much
less critical than even ours of the command economy in some of the
most respectable centtes of learning; the shock of being overtaken in
space exploration — Gagarin’s flight took place while T was at Harvard
- concentrated many American minds on finding the secrets of Soviet
success rather than on sources of economic inefficiency). The main
problem was to elaborate the forms of incorporation of market
mechanism into the socialist planned economy more specifically than
before, taking into account practical experiences and presenting a
convincing case against the orthodoxy for which the command system
epitomized socialist economy as such,

The proposed marketisation of the economic system in the
“decentralised model” was to embrace the whole field of current (i.e.
non-investment) activity of state enterprises which were supposed to
operate according to profitability rules, free to determine the level
and structure of output and input on the basis of own calculations in
terms ~ in principle - of matket-clearing prices. Thus, money was to
become active, not as previously — and to a limited extent — only in
the consumer-goods and labour markets, but also — and fully - in re-
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lations between state enterprises. An active role of money was to
cause physical flows to follow monetary flows and hence to make the
expansion or contraction (including termination) of activity de-
pendent on the financial position; using the terminology developed
by Kornai, state enterprises were to operate under “hard budget
constraint”. The analysis applied to the domestic state sector alone,
which was a drawback because it ignored the interaction with the
private economy and the international market, but it also had positive
side, showing that the rationale of marketisation can be derived
endogenously in the framework of state ownership without reference
to external factors.

To argue the rationale of using the market mechanism was,
however, the relatively casier part of the task I set myself. Much more
difficult was to show that it could be made compatible with central
planning — free of the bureaucratic nightmare of commanding every
minutia of economic activity, but meaningful enough to secure
growth with full utilisation of resources, full employment of labour in
the first place, and to shape broadly defined long-term structural
changes. In other words, the ingrained perception of market mech-
anism as synonymous with chaotic spontaneity, unpredictability, wild
swings in capacity utilisation and employment opportunities, etc. had
to be challenged by distinguishing between a laissez-faire free market
“associated with eatly capitalism, and a regulated matket able to be
established within a socialist framework as an insttument of propetly
understood mactoeconomic planning. Faithful to my Marxist me-
‘thodological tenets, I tried to tackle the problem by again discussing
the law of value under socialism; a whole long chapter was devoted to
this issue, regarded as rather obscure by most Western economists but
probably indispensable in the circumstances, considering the role
initially played by the invocation of the law of value in putting the
economic reform on the agenda. Unlike in the past, when merely the
general question of “to be or not to be” for the law of value under
socialism dominated Martxist debates, however, this time I undertook
to examine the problem in a mote comprehensive and, I hoped, more
tigorous way. The main point was to differentiate between the
essence of the law of value — defined as a continuous tendency to
bring ptice relations into harmony with the relations of social costs o.f
production — and the market mechanism as a form through which it
acts. The more the real market resembles the theoretical conditions
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of perfect competition, the more allocation of resources through
market mechanism tends to conform with the exigencies of the law of
value; imperfections of competition result in deviation from this
allocative rule despite the operation of the market mechanism. From
this line of reasoning, I derived the conclusion that, although intro-
duction of the market mechanism into a socialist economy would give
wider scope to allocation of resources in accordance with the law of
value, thereby raising the overall level of efficiency, it would not
deprive the central planner of the possibility to allocate resources,
when necessaty, in accordance with social preferences diverging from
the proportions dictated by the law of value, through deliberate
“imperfectionising” (i.e. regulating) the market. In other words, the
market mechanism must not condemn society to capitulate before
blind uncontrollable forces: it can also be used as perhaps more
complex but at the same time more suitable instrument for shaping
socio-economic destiny.

This principal conclusion was followed by a detailed discussion
of the safeguards available to the central planner in the proposed
model. First, the central plan creates the general framework for
autonomous activity of the enterprises by determining the rate and
composition of growth, overall structure of incomes, and hence of
demand aggregates, etc. Both the share of investment in national
income and the distribution of majot investment flows among sectors
and even large individual projects were to be decided directly by the
centre as the backbone of national development policy, with only a
lesser part of investment activity left to the discretion of enterprises.
Thus, the capital market was to remain banned, and with it also the
freedom of entry. Second, the centre determines the “rules of be-
haviour” (objective function) of the lower echelons and the principles
of their link with incentives, Third, the centre assures the parametric
character of the economic magnitudes confronting autonomous
enterprises — prices, interest rates, taxation, tariffs, etc. — in order to
prevent monopolistic or oligopolistic manipulations as well as to
allow the planners to steer economic activity in the direction deemed
preferential from the national point of view. With regard to ptices,
this was not tantamount to comptrehensive administrative price
control — competitive conditions keeping prices independent of the
enterprises were assumed for a great number of items - but the need
for direct controls could obviously not be excluded.

By today’s standards, the “model of central planning with regu-
lated market mechanism” looks strangely moderate and hardly prom-
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ising as an effective way of overcoming the deep-seated weaknesses of
the economies of real socialism. It appeared in a different light, of
course, against the background of the politico-economic conditions of
the time. However, even taking into account the latter, two basic
fallacies have to be pointed out. First, the static character of the
model in which the relationship between the “plan” and the “market”
were supposed to be determined once and for all, without predicating
any dynamic possibilities, for instance in the area of the capital
market. Second, the centre — endowed with such enormous autho-
rity over the economy, including the regulated market — was un-
questionably assumed to be not only generally capable of exercising
it, but also of exercising it to the benefit of the nation, without
bringing in the issue of vested intetests of the ruling elite, factional
in-fighting and so on. The only explicit link between the suggested
economic reform and the political system was indicated via the impact
of decentralisation and marketisation on workers’ self-management;
otherwise the tacit presumption reigned that the process of demo-
cratisation which began with the “Polish October” would somehow
still prevail.

Notwithstanding its shortcomings, The General Problems of Func-
tioning of the Socialist Economy became quite a success. The book had
two Polish editions in quick succession and was translated into nine
foreign languages, including all major European ones (unfortunately
the English translation, which I was unable to vet at the time, catne
out very badly and full of misapprehensions), as well as Czech,
Hungarian, Japanese and Chinese (the latter in 1984). In the West
(and Japan) it may have acquired certain significance for the re-
visionist movement of “Euro-communism” as an indication of an
alternative to the Stalinist economy. In some socialist countries it
acted to a degree as a spur for economic reform because, in the
circumstances, it was always easier to disseminate ideas published (eo
ipso officially permitted) in a “brotherly” country. This was un-
doubtedly the case in Czechoslovakia, where the first foreign trans-
lation of my book appeared in 1964, and where it played a role in the
early stages of the inception of the ideas of the “Prague Spring”. It
exerted the greatest influence on practical designs of a reformed
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system in Hungary; I used to say jokingly to my Hungarian friends
that for some time after 1968, when introducing myself to their
compatriots, I was treated with great reverence as one of the inspi-
rators of the “New Economic Mechanism” which brought tangible
improvement to the economic conditions in the country, whereas
later — when things turned worse — my concern became to avoid
abuse. The Chinese edition appeared when reform was already well
advanced, but the main ideas of the book were known in the
reformist circles prior to publication. From a number of colleagues I
heard that there must have been some kind of unofficial Russian
translation, private or of strictly limited circulation; either in con-
nection with this, or by sheer coincidence, I was invited in 1964 to
lecture on concepts of reform in several top economic institutions
(Gosplan, Gosekonomkomissya) in Moscow (a quarter of a century
was to pass before my next visit to Moscow in 1989 ...).

As if to corroborate the old saying that nobody is a prophet in
his own land, General Problems made no, or very little, impression on
economic developments in Poland: the reform, despite ritual lip-
service here and there, was on a descending trend since its heyday of
1956. Apparently of greater significance were the ideological impli-
cations of the conclusions regarding the inevitability of conflicts
under socialism, legitimacy of alternative systemic solutions within a
soclalist framework, prospects of matketisation and decentralisation
as the economic basis of the workers’ council movement, etc. These
and similar points attracted some groups of the growing intellectual
opposition to the regime, particularly the part of the younger gener-
ation - Ze. of our students’ or junior lecturers’ age — who felt
profoundly disillusioned with the Communist party’s failure to stand
up to its October 1956 promises of “renewal”, but still believed in the
viability of socialism freed of the partocratic degeneration. One of
such groups, congregated around two junior lecturers of Warsaw
University, Jacek Kuron and Karol Modzelewski, eventually produced
a programmatic document which later became famous as “An Open
Letter to the Party”, widely known all over the wotld from numerous
foreign publications. The line of this document was much more
radical than anything spelled out at the time by revisionists like me,
who still thought that pressure from within the party was the best
way to effect change; nevertheless, in the economic section of the
“Open Letter” the influence of General Problems could clearly be de-
tected.
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Kuron and Modzelewski were arrested in 1964 and charged with
sedition. Their trial became one of the most portent reflections of the
recurrence of repression as the regime’s prime method of fighting
dissidence. The public was banned from the court, into which the
defendants were led handcuffed; only a single defence witness was
allowed for each defendant (I was one of them) but neither the state
prosecutor nor the presiding judge showed the slightest interest in the
testimony; the sentence, evidently prescribed in advance “from
fibove”, was disproportionally harsh: three-and-a-half and three years’,
imprisonment respectively,

The chilling political climate spread fast, eroding one of the
most precious prizes of 1956 — namely the freedom of expression and
some scope for independent political action at the grass-roots level.
This has been the basis of our revisionist strategy to use the formal
rule-book of intra-party democracy for mounting pressure on the
authotities and putting up bartiers against the resurgence of reac-
tionary tendencies. For a time, we were not without successes in local
party organizations in universities (especially in Warsaw), research
institutions, professional organizations, etc. ~ passing defiant political
resolutions, reacting to cases of oppression, discrimination and cen-
sorship, electing members of party committees in opposition to the
officially “recommended” ticket. Gradually, however, such possi-
bilities were narrowed by both open and hidden forms of intimi-
dation: T decided, for instance, to give up the chair of political
economy at the University of Warsaw in order to avoid politically
motivated discrimination in funding and in promotion chances for my
staff,

This is not the place to draw the general picture of the regressive
political, economic and social processes at work in Poland in the
1960s. I shall note only - and as briefly as possible - the main events
which affected me personally, '

Towards the end of 1966, two prominent intellectual dissidents
from the university — the philosopher Leszek Kolakowski and the
historian Krzysztof Pomian - were expelled from the party for
presenting a paper on the 10th anniversary of the “Polish October”
convincingly proving the defeat of the renewal hopes by the funda-
mentalist forces of the communist order. Protests had no consequence
except a string of further expulsions among writers,

The year 1967 was marked by peculiar repercussions on the
Polish political scene of the “Six Day War” in the Middle East. The
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signal for violent attacks on “zionists” (a fully transparent fig-leaf
cryptonym for Jews) was given by the leader of the party, Wladyslaw
Gomulka, with apparently two objectives in mind: first, to cover-up
and to stem the outburst of spontaneous anti-Soviet connotations of
the Israeli victory (“Our Jews thrashed Russian Arabs” went the
folk-quip of the day). And, second, to direct the anti-semitic senti-
ments of part of the population, always present under the surface,
against the dissident intelligentsia, among which the proportion of
people of Jewish descent was higher than elsewhere. The witch-hunt
which followed left no doubt that the Polish Communist party would
not shrink from discarding the last vestiges of professed Marxist
socialist ideology for the sake of maintaining its power monopoly. I
could see no reason to retain my membership any more, and I
relinquished my party card.

The crusade aiming at the elimination of the revisionist threat
once and for all reached its climax in March 1968. Evidently spurred
by the unfolding developments in Czechoslovakia and detemined to
prevent any spillover into Poland, the authorities embarked on ac-
tions which inevitably provoked students’ demonstrations, first in
Warsaw and then throughout the country. The demonstrations were
suppressed with utmost brutality, and an unprecedented barrage of
anti-semitic and anti-intellectual accusations of the lowest calibre
directed against the “zionist” and “imperialist” instigators of the
“rcbellion against the national interests of the Polish people”.
Students were thrown into prisons and disciplinary units of the army;
mass purges were conducted in all spheres of life — culture, economy,
administration; the great majority of the remaining small number
of Jews or Poles, whose Jewishness could be established only by
Nuremberg-type criteria, was forced to emigrate, with their na-
tionality taken from them. At a tumultuous televised rally of frenzied
party activists, I found myself among six professors of Warsaw Uni-
versity named by Gomulka as responsible for breeding the leaders of
the student movement, and summarily dismissed from our posts. This
was only the tip of the iceberg: without the publicity accorded to us,
many morte academics wete sacked all over the country, The de-
partment of political economy (as well as that of philosophy and
sociology, and of mathematics) at the University of Warsaw was
“dissolved”, which meant that all the students had to seek re-
admission through a screening procedure aimed at weeding out the
carriets of the “disobedience virus”.
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In this way my academic carcer in Poland came to an end. A
brave and noble attempt by our Czech and Slovak colleagues to allow
it to continue by offering me (and my “co-culprits”) tenure at Prague
Chatles University did not have practical results for several reasons,
the overriding one of which being the Soviet and Warsaw Pact
invasion in August 1968 which rendered the offer void ...

Despite the highly unfavourable prospects, I decided against
leaving the countty and accepted the only job available to me (no
institution would have dared employ me without ditect instruction
from the Central Committee of the party) at the Tnstitute of Econ-
omics of Housing. I found the atmosphere there very congenial,
pethaps also due to the fact that among the staff were victims of
earlier (and sometimes harsher) waves of persecution. I worked there
for almost four years producing inter alia two rather substantial
studies on “The shares of public and private funds in financing
housing” and “The social cost of housing”, My main effort during this
time, however, was devoted privately to what I regarded as an
indispensable sequel to General Problems, namely to the discussion of
the political component largely missing from the model of “centrally
planned economy with regulated market mechanism”. By 1971 the
work was more or less complete, but it could not be discussed openly
(apart from very restricted clandestine groups), let alone published:
the publication ban was so total that even my housing studies had not
been printed as usual in the Institute’s series, but only circulated to
authorized readers in mimeographed form, Eventually the typescript
was stuggled out to the West, where after a while I found myself in a
position to add the finishing touches to a book, Socialist Ownership
and Political Systems, published in London in 1975.

The longer the post-1968 situation dragged on, the more un-
bearable it became, first of all because of the unlikelihood of change
in a foreseeable future, Even the fall of Gomulka at the end of 1970
hardly amended my “internal exile” the new vetsion of the regime
showed itself to be more accommodating with respect to travel
abroad (I was permitted to hold a series of seminars at the University
of Rome), but no prospects were in sight for resuming any kind of
open academic wotk in Poland. Thus, when an invitation arrived to a
one-year fellowship at the University of Glasgow, corresponding with
the urgent need to deal with a family health problem abroad, we
chose to go for temporary relief, The not-so-rare occurrence of
temporary things lasting longest repeated itself in our case: after
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a fruitful year in Glasgow, the opportunity arose to continue work in
my subject on a long-tetm basis in Oxford.

The British chapter of my life story is so different from the

preceding ones that it would hardly fit into a :Q,ingle plece of re'c01~
lection, despite the obvious intellectual continuity re.ﬂected in a
painstaking process of evolution and revision of my views. I have
tried to describe this process elsewhere, in “From revisionism to

pragmatism: sketches to a self-portrait 0’.5 a reforrp e'c<)r101mlsl“:”,2 and
especially in a book written with my friend Kaznme‘rz Laski, 3mer
Marx to the Market: Socialism in Search of an Economic System.” The
manuscript of the book was completed in 1988, the year of my
tetirement from the chair at Oxford and only months beforfa the
“retirement” of communism began in Eastern Europe. For believers
in symbols this must be a coincidence to savour ...

i i fon i . Soviet-type
2 The article appeared in Reform and Transformation in Eastern Europe
FEconomies on the Thresbold of Change, TM. Kovacs and M. Tardos eds., Routledge,

Lond nd New York, 1992, '
o 30};]?:16 book was published by Clarendon Press, Oxford in 1989,



