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1989, the bicentenary of the French Revolution, was 
a symbolically appropriate year for revolutionary 
upheavals. But the revolutions in Eastem Europe differed 
in many respects from their historical predecessors in 
1789, or 1848, or especially 1917. Indeed, according to 
many commentators, they were revolutions against 
socialism, and this phenomenon had, or would have, 
important consequences for the socialist movement in 
Europeas a whole. This initial judgement, which was 
far from being universally accepted, in any case needs 
to be re-examined in the light of more recent experience, 
and in relation to the expectations that were prevalent 
before the revolutions. 

In the summer of 1989, when I was completing my 
book on The Socialist Economy, a part of which was 
concerned with the state socialist societies, I (like other 
observers) did not anticipate the dramatic changes in the 
East European societies which occurred at the end of the 
year. The growing popular opposition in these countries 
seemed to me, in mid-1989, ultimately irresistible in the 
conditions created by the reforms and the new policies 
in the Soviet Union, and I argued that over the next few 
years multi-party political systems would be estab
lished, as had already begun to happen in several 
countries, which would make possible wide-ranging 

* Sorne sections of this essay, which was originally written
in Autumn 1990, have been revised to take account of the 
passage of time, but the substance and argument remain 
unchanged. 

public debate about economic and social policies, and 
a fundamental reconstruction of the political system 
and the administration. In sorne cases, I considered, 
this process was likely to produce coalition govern
ments, over shorter or longer periods, representing more 
adequately the diversity of opinions and interests that had 
long been concealed or suppressed. In such govem
ments the role of the previously dominant communist 
parties would be drastically reduced, but I thought that 
the revived socialist parties and allied groups might be 
strong enough to ensure the continuance of broadly 
socialist policies in a democratic system. 

There can be no doubt that the vigour of the popular 
movements which developed so rapidly in the second 
half of 1989 carne above ali from their opposition to the 
political dictatorship of the communist parties, expressed 
in the demands for a democratic regime which would put 
an end to the totalitarian control of every aspect of 
social life, and re-establish.fundamental rights of citi
zenship. Such demands embraced in principie ali those 
issues conceming civil, political and social rights (but 
with an emphasis on the first two) which form an 
essential part of the historical tradition of democratic 
socialism, and from this point of view it was not unrea
sonable to suppose that the re-emerging socialist parties, 
and perhaps even in sorne cases thoroughly reformed 
successors to the old communist parties, inspired by 
such ideas, for example, as those of the Prague Spring 
of 1968, would have a major role in the new govem
ments, at least in sorne countries. 
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However, the political demands also necessarily 
raised questions about the structure of the economy, 
since the system of collective ownership and central 
planning had been a creation of the communist dicta
torships and was sustained by the party apparatus and 
the bureaucracy. Moreover, the increasing difficulties of 
these planned economies had already engendered ideas 
and practices to restructure the economic system, notably 
in Hungary from 1968, but also in the controversies 
about, and changes in, the Yugoslav self-management 
system, and from the mid-1980s in ever-broadening 
discussions in the Soviet Union. These debates and 
reforms led to a rapidly growing interest in 'market 
socialism', though it should be said that this was, and is, 
very diversely conceived. During the past decade indeed 
discussion of a socialist economy has concentrated par
ticularly on this issue of planning and markets, which I 
also took as one of the main themes of my book. 

In mid-1989 it was not clear what the economic con
sequences of a successful restoration of democracy by 
the opposition movements would be, but I envisaged 
changes of a slower and more cumulative nature than 
those which actually occurred soon afterwards. It 
certainly seemed possible - and here perhaps I was 
unduly influenced by the examples of the Hungarian 
uprising of 1956 and the Prague Spring of 1968 - that 
many of the East European countries would move 
towards a democratic socialist system, though I also 
noted that there would be powerful forces, especially in 
Poland and Hungary, working for a restoration of 
capitalism. In this analysis two factors, I now think, 
were underestimated. The first was the extent of the 
economic frustrations in societies which had experi
enced a lengthy period of relative stagnation, greatly 
affected it is true by the world economic recessions of 
the 1970s and 1980s. The second- far more important 
- was the degree to which the detestation of the
communist dictatorships had ramified into a hostility
towards socialism as such, with which these dictatorships
were identified. There was also a third factor, to which
I did give sorne attention in discussing the possible ori
entations of new political movements and parties;
namely, the reviva! of strong nationalist sentiments and
movements, already evident at that time in Yugoslavia
and the Soviet Union, but subsequently becoming much
more prominent throughout Central and Eastern Europe.

The actual course of events in 1990 did result in the 
formation of coalition governments, which were pre
dominantly conservative in several countries (while in 
others the conservative forces were very strong), and 
these governments embarked upon projects for a more 
or less rapid restoration of capitalism, though in forms 
which ranged from sorne kind of social market economy 
to a full-blown free market economy in the British style 
{which seems to me a singularly unfortunate model to 
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emulate ). Almost everywhere, therefore, an extensive pri
vatisation of publicly owned enterprises was either 
envisaged or already beginning. 

At the same time the apparatus of central planning was 
being 'deconstructed', though again in different degrees 
and at a different pace in individual countries. So the idea 
of 'socialism with markets' suffered an eclipse. This had 
been developing at least since the 1960s, involving on 
one side greater autonomy for publicly owned enter
prises, including such forms as the Yugoslav self
management system, operating in a regulated market 
environment, and on the other side a change from 
detailed central planning of quantitative outputs of both 
consumer and producer goods to indirect 'indicative 
planning' by meaos of financia! and fiscal regulators. 

The changes in Eastern Europe have undoubtedly 
had profound consequences for the whole European 
socialist movement, and also, in unanticipated ways, for 
the people of those countries. Let us first consider the 
effects on the socialist movement generally. The collapse 
of the socialist system in most of the region, and the 
increasing turmoil in the Soviet Union and Yugoslavia, 
reinforced the 'conventional wisdom' or 'folklore' that 
has come to domínate the Western media and public 
opinion during the past decade, according to which 
publicly owned enterprises are necessarily inefficient and 
central planning a total failure. It follows that the only 
economic system capable of delivering high standards 
of living is a market-driven, private enterprise economy, 
moderated only by sorne degree of welfare provision and 
sorne minimal overall regulation by the state. This is the 
ideal expounded by Mises sorne seventy years ago, by 
Hayek and by such bodies as the Adam Smith Institute 
more recently. 

Like ali folklore however, this is unreliable, insecurely 
founded and sometimes self-contradictory. In practice 
many publicly owned enterprises have been efficient and 
technologically innovative, in a number of Western 
capitalist countries as well as in the socialist countries 
(as I described in my book). Equally, central planning 
has been highly effective in many different contexts, not 
only in war economies or in periods of rapid industri
alisation, but also in other situations; for example, in the 

-· postwar development of J apan and several West
European countries. Indeed, it may be argued more
generally, as Tinbergen (1968, p. 109) has done, that 
economic planning in Western Europe 

has succeeded in avoiding the main inconsistency in 
unplanned economies of the pre-1914 type, namely, 
the underutilization of productive capacity as a con
sequence of business cycles and of structural dis
equilibria. It is highly probable that the disappearance 
of the business cycle after World W ar II has been 
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obtained with the aid of macroeconomic planning of 
the type described in this article. 

More recently, of course, the business cycle has 
reappeared in W estem capitalism, but this may well be 
connected with the movement away from planning. 
Tinbergen' s general argument seems to be strength
ened if we consider the counter-example of those two 
countries - the USA and Britain - in which, by 
comparison with Western Europe, the economy is least 
planned, with the lowest level of public ownership, and 
at the same time shows the most marked signs of 
economic decline over the past decade. 

I therefore maintain the view expressed in my book 
that one should not accept uncritically the current folklore 
about public ownership and planning; which does not 
mean, of course, that an equally uncritical folklore about 
the unalloyed virtues of such ownership and planning, 
whatever the forms that they may take, should be 
accepted. In parenthesis I should say that as I worked on 
my book it became more and more apparent that one 
great deficiency in the economic and sociological 
literature on economic systems was the paucity of 
systematic and comprehensive studies of the historical 
experience of planning and of the management and 
administration of publicly owned enterprises in their 
various forms; and in particular, of rigorous comparisons 
between planned and unplanned economies, and private 
and public enterprises. The pursuit of such studies is 
evidently a matter of great importance for European 
socialism, because planning and public ownership have 
constituted the core of socialist thought and practice (in 
both democratic and dictatorial forms, though in very 
different ways). They have been seen as the principal 
means of achieving greater economic and social equality, 
and over the longer term that kind of community of 
equals which used to be described as a 'classless society'. 

Here, however, I want to concentrate on the economic 
questions. It has frequently been said that central planning 
is most effective in those situations in which a society 
has a single overriding aim to achieve - in a war 
economy or the drive for industrialisation - but that its 
effectiveness diminishes considerably in an advanced 
industrial society in which there is a multiplicity of 
diverse and competing needs or wants to be satisfied, and 
continuous rapid technological innovation. This however 
seems to me dubious, considering the experience of 
postwar planning in (say) France or Japan, and it is in 
part a question of the kind of planning and of the social 
and cultural context in which it takes place. In Eastem 
Europe the failures of planning from the late 1960s 
seem to me to have had their source primarily in the 
political system; that is, in the dictatorship of the 
communist parties which created attitudes both in the 
dominant elite and in the subordinate population that 

were inimical to effective planning and efficient 
production (resulting, for instance, in widespread 
corruption). From this standpoint it would be worthwhile 
perhaps to substitute, at least in part, for the familiar dis
tinction between 'imperative' and 'indicative' planning 
one between 'dictatorial' and 'democratic' planning. 
More thought should then be devoted to the possible 
forms of such democratic socialist planning, various 
aspects of which were extensively discussed in the 
1930s and 1940s (see especially Durbin, 1949) and 
again more recently by Nove (1983). 

Two other issues, however, arise in connection with 
planning. One is the role of the bureaucracy and the 
degree to which it may impede innovation and growth. 
I have discussed this at sorne length in my book, and here 
I shall only remark that I accept broadly Schumpeter's 
view that bureaucratic management as such is not a 
major problem; but with the important qualification 
that the bureaucracy of a party which monopolises 
political power is quite another phenomenon, and that 
in such a political regime bureaucracy at the level of the 
enterprise may indeed be an obstacle to the rapid intro
duction of new technology and increasing productivity. 
The second issue, widely debated for the past two 
decades, concems the relation between planning and 
markets. Here I take the view that the socialism of the 
future will unquestionably be socialism with markets. 
That, however, is only the first vague formulation of a 
complex, controversia! proposition, from which innu
merable questions and diverse answers emerge. What 
markets? How regulated, and by what meaos? Related 
through what mechanisms to planning? To what extent 
should planning be curtailed as well as becoming more 
indicative and more democratic? To such questions I can 
give only a brief and tentative answer here. There should 
be markets for labour (with appropriate means, through 
education and training, to ensure that the need for 
qualified personnel in every sphere is broadly met, and 
with an essential socialist emphasis on full employment), 
and for consumer goods (again with sorne appropriate 
regulation, by fiscal and other meaos, to ensure that the 
basic needs of the whole population are given priority 
over luxury consumption). It may also be that sorne 
kind of market for capital and producer goods should 
develop, though this is a much more complicated 
question and in my view investment should remain 
largely a matter for the community as a whole, through 
publicly owned investment and other banks, the state, 
and regional or local authorities. Finally, there is the over
arching question of how to relate planning to markets, 
and here I can only repeat the conclusion reached in my 
book, namely that it raises immensely complex problems 
for the resolution of which no master blueprint exists (a 
view also taken by Brus and Laski, 1989); this, however, 
does not mean the problems are ultimately insoluble if 
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we make proper use of the historical experience of 
planning in different types of modem society and proceed 
by a process of trial and error. 

This is part of my general argument that a major 
effort of thought is required in order to develop new con
ceptions of the functioning of a socialist economy; this 
al.so involves reconsidering the place of social ownership 
as the other core element, alongside planning, in the 
socialist idea of a new economic and social order. Again 
it is part of the current folklore of capitalism that an 
economy can only be flourishing and dynamic if it is 
more or less completely dominated by markets and by 
private enterprise, but this doctrine is quite unsubstan
tiated and there is indeed much evidence against it (e.g., 
the case of Britain), not to speak of its total neglect of 
all the adverse social and cultural consequences of such 
laissez{aire arrangements, which include unemploy
ment, extremes of wealth and poverty, and large-scale 
environmental damage. Moreover, it is by no meaos 
demonstrated that over the longer term an economic 
system of this kind will even be more efficient, in sorne 
of the man y possible meanings of 'efficiency'. It may 
indeed be more useful to consider this question from the 
wider standpoint of the 'optimal' organisation of 
production, and to take seriously Marx's conception of 
socialist production as a process in which the producers 
'regulate their interchange with nature rationally ... and 
accomplish their task with the least expenditure of 
energy and under such conditions as are proper and 
worthy for human beings'. 

For socialists, at all events, social ownership has 
always had a crucial importance as a meaos of giving 
wage-eamers greater control over their working lives, 
and in a broad sense over the whole labour process, thus 
increasing the extent of democratic participation in 
determining the whole form of social life, and by the 
same means restricting and reducing the domination of 
society by a capitalist class. From this starting point, 
however, we must go on to examine sorne of the 
questions that can be raised about the operation and 
performance of publicly owned enterprises, but I want 
to preface my comments by reiterating the view I 
expressed in relation to the problem of planning; namely, 
that in Eastem Europe, with the partial exception of 
Yugoslavia, the failings of public enterprises - which 
were not however universal - stemmed primarily from 
political causes, from the subordination of the population 
to a self-perpetuating ruling group. Eastem Europe as a 
whole, therefore, was a special case, which no Western 
socialist would have wanted to take as a model for a 
socialist economy or society. But there remain many 
general questions to be answered, about the extent of 
public ownership, the intemal organisation and degree 
of autonomy of public enterprises, the possible defects 
of bureaucratic management with respect to innovation, 
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and the kind of incentives that would stimulate high pro
ductivity. Having examined these and related issues in 
my book I will here simply summarise the main con
clusions at which I arrived. 

First, from a socialist perspective I consider essential 
the social ownership of major financial institutions, of 
large-scale enterprises in the basic sectors of production, 
and of infrastructural services such as transport and 
telecommunications; in addition to which the state and 
other public agencies should continue to be responsible 
for, and to improve steadily, the provision of a wide range 
of social services, including health and education. But 
secondly, this is far from suggesting that the whole 
economy should be publicly owned; and as democratic 
socialists of diverse schools (from the Fabians, Kautsk.y 
and the Austro-Marxists up to the recent advocates of 
a socialist market economy) have always argued, there 
would be a very substantial sphere of private production 
by individuals, families, and small- or medium-size 
enterprises. Moreover. public ownership itself does not 
imply the creation of one giant corporation in each 
sector, but rather the existence of several large organi
sations (in the case of banks, for example) which may 
compete with each other. Thirdly, publicly owned enter
prises and services should have a high degree of 
autonomy, within the framework of a general plan, in 
respect of the organisation of production, investment, 
recruitment of employees, and relations with suppliers 
and customers, ali of which implies market relations of 
various kinds and also, I think, sorne form of self
management. 

It also needs to be emphasised that the forms of social 
ownership may themselves be extremely varied, as 
Kautsky (1902) argued long ago when he wrote that 'the 
greatest diversity and possibility of change will rule ... 
The most manifold forms of property in the means of 
production ... can exist beside each other in a socialist 
society, the most diverse forms of industrial organiza
tion ... of remuneration of labour ... of circulation of 
products'. Even in those sectors where very large enter
prises are essential it does not follow, and is indeed 
undesirable, that there should be huge monopolistic 
state corporations; and we need to consider instead, as 
I have suggested, the development of enterprises which 
compete with each other in a regulated market and 
within a general system of planning. It seems to me also 
possible to envisage, in the context of such diverse 
forms of ownership, the development of enterprises in 
which there is mixed public and prívate ownership 
through various types of shareholding. All of which is 
no doubt very complex, and certainly not to be achieved 
through any sudden transformation. It is something that 
can only be constructed gradually over a long period of 
time, as Otto Bauer very sensibly argued in his exposition 
of the process which he called a 'slow revolution'. 
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This conception of a socialist economy as one in 
which social ownership and planning }lave a central 
and positive role is not only defensible in theory against 
the current folklore; many of its elements already exist 
in practice, to sorne extent, in WestEuropean countries 
and seem likely to develop further as the economic 
recession deepens. In mid-1989 I thought that this 
process would be aided by the changes in Eastern 
Europe, to the extent that these societies, on the basis of 
already extensive social ownership and planning, moved 
towards a democratic socialist system. B ut events took 
a different course, and the socialist movement in these 
countries has been obliged to start again from the 
beginning, in the most unfavourable conditions, where 
the legacy of communism has made possible an initial 
powerful reaction in favour of the restoration of 
capitalism, in sorne cases conceived in extreme laissez

f aire fonns. 
However, the implementation of the new economic 

policies so far has brought much disillusionment, and it 
now seems possible that the revival of socialism will be 
more rapid than appeared likely in 1990. The first con
sequences of the policies pursued in much of Eastem 
Europe can be characterised very broadly as follows: 

1 The economy has contracted in ali the countries 
concerned, in sorne cases dramatically. 

2 This substantial deterioration is marked by a number 
of specific f eatures: 
(i) the emergence for the first time in most of

these societies of large-scale unemployment,
which has continued to increase;

(ii) a sharp fall in living standards for a large part
of the population;

(iii) the appearance of a very marked division
between rich and poor, more pronounced in
sorne countries than in others. Furthennore, the
new rich do not, for the most part, seem to be
engaged in production but in trade and spec
ulation (including various black markets). In
that sense the emerging capitalism is a kind of
casino capitalism, with sorne resemblance to
that in Britain, while the 'real economy'
continues to deteriorate;

(iv) the loss of important social rights; first,
obviously, the right to employment, but also
such things as low-cost housing and transport,
and notably sorne rights which particularly
concern women, such as access to family
planning (including abortion), long-term paid
matemity leave, and child care facilities.

This economic decline, and the specific economic 
policies that were initiated by conservative groups 
aiming to restore capitalism, have also had wider con-

sequences. The societies are increasingly divided, and 
the popular movements which made the revolutions 
have themselves split into conflicting groups. There is 
increasing social conflict, which is assuming the 
character of incipient class conflict, as well as savage 
conflicts between nationalities. 

A second feature of the changes, however, is that the 
projects to privatise the economy have generally made 
rather slow progress. They were initiated by those 
groups which simply wanted to restore capitalism, 
strongly encouraged by the governments of sorne 
leading capitalist countries and by the World Bank and 
the International Monetary Fund. They were supported 
at first by a majority of the population, whose experience 
of what was called 'real socialism' had made them 
hostile to any idea of socialism at all, and who also 
hoped, as did the new dominant groups, that embarking 
on the free enterprise route would attract substantial 
Western aid (which has largely failed to materialise). 
In short, many people expected an economic miracle. 
But the reality is very different. Privatisation, in 
conditions of rapid economic decline, encounters 
formidable obstacles, among which is the emerging 
intemal opposition from those large groups in the 
population which suffer the greatest hardship from 
current policies. 

In a few countries, however, the question of restruc
turing the economy was approached more cautiously, and 
I think more rationally. Czechoslovakia provided one 
example, but it is in Russia that the strongest resistance 
to any wholesale dismantling of the socialist economy 
has appeared. Here, as elsewhere, there were powerful 
conservative groups which wanted to proceed as quickly 
as possible with the creation of a capitalist free-market 
economy in one form or another; but after several years 
of controversy and the elaboration of diverse projects it 
seems clear that there will be no immediate large-scale 
abandonment of social ownership in major sectors of the 
economy, and the planning system, rather than being 
dismantled or reformed appears simply to be in disarray 
(or chaos). 

What I conceived as an altemative course, which 
might have been followed in all the countries of Eastern 
Europe with great benefit to their populations, would 
have involved concentrating economic policy on 
improving production in the large socially owned enter
prises, once the stranglehold of the communist party 
apparatus had been eliminated, and at the same time 
encouraging the development of private businesses in 
those fields - retail trade, services, small- and medium
sized manufacturing concems - where they were most 
likely to have an immediate effect on the supply of 
goods, especially final consumer goods. The first of 
the two elements I have mentioned in a policy of this kind 
would involve radical changes in the organisation and 
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management of production - greater autonomy for enter
prises, proper accounting procedures, public scrutiny of 
the performance of such enterprises, a different rela
tionship between the banks and industrial producers, and 
so on. Such measures will be indispensable wherever this 
altemative policy is embarked on. 

If such a policy is in the end adopted in Russia it will 
undoubtedly have an important long-term influence on 
the development of other East European countries, and 
it may also influence the socialist movement and socialist 
govemments in Western Europe, perhaps making them 
somewhat less reticent and defensive about public 
ownership and planning in their policies for restructur
ing the capitalist economies, and more responsive to the 
idea of socialism with markets. They might then come 
to support more actively altemative, more distinctively 
socialist policies in Europe as a whole, and of this there 
are already sorne indications in the European Parliament. 

Publisher' s Note: 
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Ali these changes, however, are likely to be slow, and 
we can hardly expect the new face of Europe to be 
visible before the end of this decade - even then perhaps 
still indistinctly. 

References 

Brus, Wlodzimierz and Laski, Kasimierz, From Marx to the 
Market: Socialism in Search of an Economic System 
(Oxford: Clarendon Press, 1989). 

Durbin, E.F.M., Problems of Economic Planning (London: 
Routledge & Kegan Paul, 1949). 

Kautsky, Karl, The Social Revolution (Chicago: Charles H. 
Kerr, 1902). 

Nove, Alee, The Economics of Feasible Socialism (London: 
Allen & Unwin, 1983 ). 

Tinbergen, J., 'Planning, Economic (Western Europe)', in 
/nternational Encyclopaedia of the Social Sciences, vol. 12 
(New York: Macmillan and the Free Press, 1968). 

Professor Tom Bottomore, who had done so much to facilitate the launch of the English-language edition of Socialism of the Future, 
and who had worked so hard to prepare the first two issues of the journal, sadly died before work on this issue had been completed. 
His many associates and colleagues will already know of his sterling qualities- as friend, mentor, academic, socialist As the publisher 
of the English-language edition of Socialism of the Future - and as a former student of Tom' s, who took particular personal pleasure 
in publishing his Citizenship and Social Class and the revised second edition of Political Sociology-l would like to add Pluto's 
voice to the many warm tributes that have appeared since bis untimely death. 
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