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Laci will be running his mill all weekend. For the women, the tasks of
unpaid work are endless—washing, cooking, cleaning, and nurturing.
And Jénes, I know, will be reclining on the bank of the Tisza, patiently
waiting for the big catch.

The buzzer will be going off in five minutes, and already the women
are lining up. There’s a note of urgency about their escape from this
noisy, oily, heartless, metallic factory. I traipse off to the changing rooms
to strip off my oily overalls, shirt, and boots. Today I’m rather pleased
with myself—I’ve scaled new heights in the realm of “housings.” Bod-
ies rippling with fat around the midriff file into the shower room. Now
in the shower cubicle I can feel isolated once more as the hot water
floods down from above—refreshing and peaceful. I have to get dried
and dressed to catch the bus at 2:23, but that gives me another five
minutes of bliss.

I leave, passing through the shop again to punch out. I wave goodbye
to Péter, still working away on his radial drill, as diligent as ever. He’ll
be there for another three and a half hours—his cigarette to comfort
him and perhaps a dash of pélinka.

3 Mythologies of industrial Work

Recent developments in sociology have seriously questioned the as-
sumptions about labor markets and labor processes which underpin
economic models of capitalism. It is now time for sociology to examine
some of the corresponding assumptions in economic models of social-
ism. Sociological perspectives toward “communism™ have been drawn
either from political science, which until recently had dwelt on the re-
pressive or totalitarian character of Soviet societies, or from economics,
which has insisted on the irrationality of such societies. From these per-
spectives of terror and waste it rernains a mystery how Soviet societies,
or what we shall call state socialism, have been able to survive as long as
they have, in the case of the Soviet Union alinost seventy years. We
badly need new perspectives.

In this chapter we study the distinctive social and economic repro-
duction of state socialism through a controlled comparison of a Hungar-
ian and an American firm. We show how the operation of the socialist
firm can belie many of the stereotypes held not just by political scien-
tists and economists, sociologists and Marxists, but also by politicians,
managers, and workers, and not just in the capitalist world but in Soviet
societies themselves. That these stereotypes have been so tenacious can
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be attributed in part to political and ideological factors, in part to pre-
sumptions of backwardness and inefficiency, but also in part to the ab-
sence of studies that compare the actual operation of state socialist and
capitalist firms. Where comparisons have been made they generally
have been of a macro character and fail 10 compare like with like, con-
fusing levels of abstraction. This is particularly clear among orthodox
Marxists and neoclassical economists. '

According to orthodox Marxist analysis, capitalism’s historical func-
tion is to build up the productive capacities of the human species
through the advance of technology and work organization. But there are
limits to this process. Eventually the contradictions inherent in capital-
ism between the private appropriation of surplus and the social trans-
formation of nature stifle the expansion of the productive forces. There
enstes a period of revolution: Socialism is installed and releases the fet-
tered productive capacities. Property relations are transformed and,
through central planning, economic efficiency is given renewed impe-
tus. Neoclassical economics argues, contrarily, that socialist societies
based on central planning are necessarily less efficient than capitalist
societies. Private pursuit of profit in a market is the only effective means
of advancing efficiency and developing productive energies.

Both orthodox Marxists and neoclassical economists are guilty of a
methodological error: comparing an empirical reality of one society
with an ideal type of another, Marxists have tended to undertake a crit-
ical analysis of capitalism through a usually implicit comparison with a
speculative socialism—a society without classes in which individuals
are reconciled with the collectivity through their self-conscious making
of history. This ideal type is usually left unexamined and is therefore
utopian. At the same time they avoid examining actually existing social-
ism, what Nuti calls socialism on earth,! as a relevant contrast to capi-
talism. They have generally regarded such societies as in transition be-
tween capitalism and some “true” socialism,? a form of capitalism
(usually state capitalism),? or a legacy of precapitalist “Asiatic” modes
of production.* Only very recently has the Marxist tradition attempted
to develop either theoretical models or concrete studies of such actually
existing state socialisms which compare their distinctive social struc-
tures, their dynamics and mechanisms of reproduction, with those of
capitalism.

When they have studied state socialism, neoclassical economists, on
the other hand, have been guilty of the obverse error. They have com-
pared an empirical reality of Soviet societies with an ideal-type concep-
tion of capitalism. They too easily presume that capitalist societies ac-
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tually operate according to the logic of capitalist efficiency and only
rarely undertake controlled comparisons of capitalist and state socialist
societies.’ Furthermore, although neoclassical economists may have
gone further in examining the realities of state socialism than Marxists,
those realities are usually filtered through official sources, interviews
with interested parties, meaningless surveys, or letters to newspapers
from purportedly aggrieved persons. Vast areas of state socialist society
remain impervious to their eyes, not least the socialist firm.

In short, whereas Marxists contrast the realities of capitalism with
an unexamined ideal type of socialism, those Western economists who
have examined actually existing state socialism have done so within an
ideal-type model of capitalism. The task of the first part of this chapter,
therefore, is to elaborate theoretical models of capitalism and state so-
cialism. Based on the work of Ivin Szelényi, Tamnds Bauer, and J4nos
Kornai, these models not only outline the distinctive features of the
economic and political contexts within which the two firms operate, but
also generate two different logics of work organization if raw materials
are to be transformed into useful goods.5 It is in terms of the transfor-
mation of inputs into outputs, that is, the realization of production pos-
sibilities, that we assess the level of technical efficiency.

In the second part we see to what extent the actual levels of technical
efficiency of the two firms can be explained in terms of their approxi-
mation of or deviation from the theoretically derived logics of work or-
ganization. We do this by examining how the firms measure up against
a series of stereotypes, all of which suggest that capitalist firms are tech-
nically more efficient than socialist firms. These stereotypes have never
been well grounded empirically, but emerge precisely from viewing
state socialism through the prism of capitalist logic and from projecting
downward onto the micro level the widely held assumption that at the
macro level state socialist societies are less efficient than capitalist soci-
eties.’

Through our comparison of machine shops in the United States and
Hungary we shall not only cast doubt on the universality of the stereo-
types but also question the misplaced logic that underlies them. Inevi-
tably eyebrows will be raised at the limited empirical basis of our cor-
rective to prevailing views, but we believe that one such comparative
case study is better than none. At the same time we make no claims to
the generality of our two cases. There is no evidence that state socialist
firms are generally technically more efficient than capitalist firms. But
we are saying that technically efficient socialist firms, just like techni-
cally inefficient capitalist firms, are possible. Conventional theories do
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not seriously consider such possibilities and can explain them only in an
ad hoc manner. The place to seek answers to such questions is first and
foremost in the firm itself, which in conventional analyses has remained

a theoretical black box and an empirical void. Only after examining the.

functioning of the firm is it possible to broach the conditions and mech-
anisms which produce and reproduce technically efficient and ineffi-
cient firms in the two economic systems. We tentatively explore this
issue in the conclusion, underlining a fundamental flaw in the models
of capitalism and state socialism presented here and elsewhere.

Even if we were to claim that state socialist firms are as technically
efficient as capitalist firms, this would by no means imply that the eco-
nomic systems are equally efficient. Technical efficiency at the level of
the firm, what economists have also called X-efficiency, cannot be gen-
eralized to the level of society. We shall say nothing about what econo-
mists call social or allocational efficiency, the optimal use of resources
with given techniques to satisfy competing ends.® Nor do we claim that
a technically efficient firm is necessarily economically successful—it
may, for example, efficiently produce goods that cannot be sold for a
profit due to market factors, or be continually held up by shortage of
materials. And it is possible for an economically successful firm to be
technically inefficient in both systems.

Finally, it will doubtless be argued that not only have we picked two
factories arbitrarily, but also Hungary is not a typical state socialist so-
ciety.? Some may even argue that it is not a state socialist society at ail.
Yet it undoubtedly approximates the model of state socialism presented
in the first part of the chapter. To be sure, there is state socialism and
state socialism just as there is capitalism and capitalism, but to argue
that Hungary is an exception is too easy a solution, a way of avoiding
issues. Sociology has too easily accepted the stereotypes supplied by
Sovietologists: not only unsubstantiated stereotypes concerning state
socialism, but also erroneous stereotypes about the functioning of capi-
talist societies against which they implicitly and sometimes explicitly
evaluate Soviet societies,

Capitalist and State Socialist Logics

Capitalist and state socialist societies vary a great deal, yet it is still pos-
sible to work with the distinction between capitalist economies, which
operate through the private appropriation of surplus legitimated by the
ideology of private property, and state socialist societies, which operate
through the central appropriation of surplus legitimated by the ideology
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of rational redistribution—that is, the direction of society carried out in
the name of a “scientifically” produced common interest.!® Of course,
the concrete realization of both systems varies between societies, and
some societies can be seen as articulations of both types, with one pre-
vailing. Recognizing this, we can still develop models. But they are
models and crude ones at that, which we will modify and elaborate as
we proceed through the empirical analysis, as well as in the conclusion
to this chapter.

The viability of a capitalist enterprise depends on its profitability—a
function of the difference between the value of inputs and that of out-
puts, values which are given independently of the enterprise by the mar-
ket. The market is responsible for the allocation of those inputs and
outputs, and also establishes competition among enterprises, determin-
ing which enterprises will beé profitable. The viability of a state socialist
enterprise depends on its success as defined through bargaining between
it and the state. The institutional context is the plan, which directly or
indirectly regulates the allocation of goods and services and establishes
“success indicators” or “targets.” While the plan is presented as the
incarnation of the collective interest, its purpose is better understood as
maximizing the redistributive power of the state.!

Whereas capitalist enterprises are subject to hard budget constraints,
which are more or less rigidly determined, state socialist enterprises are
subject to soft budget constraints.!? The softness takes two forms. First,
prices are subject to political negotiation rather than being defined by
market forces. Second, enterprises have a paternalistic relationship to
the state, so that their continued existence is ultimately a political rather
than an economic decision. The state can decide 1o extend or withdraw
subsidies, change prices, replace management, offer new investment,
merge the enterprise with another, or, finally, although very rarely, lig-
uidate the enterprise.

In the pursuit of profit, capitalist enterprises attempt 1o cut costs,
not least labor costs, but also compete with one another for customers
by cutting prices. The search for profit by all leads to the reduction of
profit for each and, because wages have to be kept 1o a minimum, to
overproduction. This in turn leads to the unemployment of labor and
capital which is endemic to capitalism. Thus, the search for profit real-
izes itself as a constraint of demand. The success of the socialist firm
involves increasing its bargaining power with the state, which it accom-
plishes by seeking investment resources. Here the objective is expan-
sion, and the enterprise therefore faces supply constraints, be they of
raw materials, Iabor, or machinery. In other words, the problem of
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shortages in state socialist societies cannot be reduced to economic
underdevelopment but is endemic to the functioning of a centrally di-
rected economy. 13

Capitalist firms respond to overproduction in the short term by
idling capital and laying off workers. In the long term they may recom-
pose production by transforming the labor process or what is being pro-
duced. There are various theories of this long-term recomposition, such
as the theory of long waves."* How do socialist firms respond to the
problem of shortages? In the short term they search, queue, and substi-
tute for inputs and outputs; in the long term they bargain for invest-

- ment resources with the state, Bauer has suggested how this leads to
investment cycles at the level of the economy as a whole, 5

The capitalist state responds to the problem of overproduction
through the creation of demand, either through warfare and/or welfare
state spending or by boosting working-class purchasing power, for ex-
ample via statutory minimum wages.!s In other words, functional gaps
in the market are filled by state intervention. In the same way, dysfunc-
tions of the plan in state socialist societies are countered by the opening
up of the market, in the form of the second economy which permits
limited private enterprise to supply state enterprises and consumer
needs.!” Alternatively, socialist enterprises undergo backward integra-
tion to control supplies'® while capitalist enterprises form oligopolies
that attempt to shape demand. But these stratagems contain but never
eliminate the distinctive constraints of the two types of economy,

The short-term problems facing capitalist and state socialist firms
pose different challenges for the organization of work, the subject of
this chapter. The socialist firm must continually adapt to the exigencies
of supply uncertainty—that is, to the continually changing form and
flow of materials, labor, and machinery into the enterprise, This re-
quires continual improvisation and readjustment of the labor process,
and therefore a flexible managerial organization. To be effective, shop-
floor organization must be allowed a certain autonomy to respond to
changing supplies; it cannot be controlled from above. The capitalist
firm, on the other hand, facing short-term fluctuations in demand does
not have to continually transform work organization but rather must
expand and contract the size of production. Adaptation to uncertainty
in the market involves quantitative rather than qualitative change in
production organization. This is compatible with the pressure to in-
crease profit through deskilling and the concentration of directive
power in the hands of management. In this sense Harry Braverman is
correct to identify the separation of conception and execution as a dis-
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tinctively capitalist rationality springing from the search for profit, but
it is only effective insofar as the firm faces demand rather than supply
constraints.!? In a centrally directed economy where shortages necessi-
tate flexibility in work organization, technical efficiency requires mana-
gerial restraint in the expropriation of control from the shop floor.

The Two Firms Compared

The plausibility of these schematic. models of capitalist and state social-
ist political economies rests on their provision of superior explanations
for the similarities and differences between work organization in actual
capitalist and state socialist societies. The examination we offer here is
limited but nonetheless unusual for its empirical character. It involves a
comparison of two machine shops—one in the United States, where
Burawoy worked for ten months in 197475 as a miscellaneous machine
operator, and the other in Hungary, where he also worked for two
months in 1984 as a radial drill operator. Lukécs studied the operation
of the Hungarian firm for over a year through interviews and nonpartic-
ipant observation at all levels of management. We call the 11.8. firm
Allied. It is the engine division of a large multinational corporation,
manufacturing agricultural and construction equipment. It is located in
South Chicago, and at the time of the study employed about one thou-
sand people. The Hungarian firm, which we call Banki, produces parts
of gear boxes for the larger parent enterprise that makes vehicles, ex-
ported to various parts of the world as well as sold domestically. It too
employs about a thousand people. The basic work organization, tech-
nology, and system of payment of the two machine shops are very simi-
lar. Individual operators run individual machines—mills, lathes, drills,
and borers—and are serviced by auxiliary workers—truckers, inspec-
tors, setup men, scheduling men, and crib attendants. In both shops,
operators are rewarded for the most part on the basis of individual piece
rates, while auxiliary workers are paid on time rates. In short, we have
a controlled comparison in which the basic technology is held constant
50 that we can begin to highlight the importance of the wider political
economy for the organization of work.

We shall proceed by examining eight widely held stereotypes about
work organization and its regulation in state socialist societies as com-
pared to capitalist countries. The data we use to discredit the stereo-
types are not of a hard statistical character but are based on interviews
and participant and nonparticipant observation conducted by the two
authors. We have tended to present our findings in brief conclusive
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form rather than use the rich ethnographic and interview data from
which they were culled.?®

1. “Labour in Soviet type economies does mot work hard. Our
source for this comment is common observation, unbacked by
statistics.” % , '

The relevant literature expresses a unanimous verdict that thei’one right

socialist workers have retained is “the right not to w?rk hard.”# Expla-

nations abound. Peter Wiles’s list is the longest: national character, 'ha-
tred of the system of the command economy, lac!< of tools and suppl}esi
improbability of being fired, and low purchas1'ng power“of margina
earnings.?? David Lane and Felicity O’Dell attribute the slower pace
and more careless style” o the workers’ peasant background.* Murray
Seéger attributes the fact that Soviet workers “d’c: not w?:k very ha.rd
and the labour they exert produces meager results” to the meﬁicxenc;e’s
inherent in central planning and the backward nature of the country’s
technology.” % Leaving aside cultural and de\'reloprr.len_tal factors, the ar-
guments are convincing. Because there is little significant unemploy-
ment, and because it is hard to dismiss er‘nployees,‘workers do not hgve
any incentive to work hard. Moreover, in the ab'sence f’f the coercive
whip of a labor market, workers have a positive incentive to conserve
their energy in state-sector jobs for their second J(?bs or‘for dorpestu:
work.26 Yet workers at Bénki labored at least as intensively, with as

high-quality results, as at Allied.?” Why? _ ‘ 1

The piece-rate systems of the two firms l?egm to p1_~ov1de an explana-
tion. At Allied, operators were paid according to thefr level of produc-
tion, but they were guaranteed a minimum wage egmvalent to 100 per-
cent output. A worker with a job whose rate was difficult 10 make could
take it easy, produce at 70 percent, and receive 2 wage equivalent to 100
percent. At Bénki, operators faced a straight piece-rate system; they
were paid exactly according to the number of pieces produced, v.v1th no
guaranteed minimum. Turning in at the 50 percent rate, we received 50
percent pay. Thus, one was always under pressure to make the rates.
Accordingly, Allied workers labored under condmon§ of wage securizy
and a certain employment insecurity (due to the contraction qf production
and consequent layoffs), while at Bénki employmem_ security was com-
bined with wage insecurity. This correqunds to the dxlemmas’ of the two
types of economy. In a demand-c.:or.lstramed economy, labor’s pu.rch:tils-
ing power is increased through minimum wages imposed across direc by
competing industries; at the same time, labor must be expelled and ab-

sorbed in accordance with changing levels of production. In a supply-
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constrained economy, on the other hand, demand is contained by bind-
ing wages to production, while labor is compelled to improvise in the
face of supply uncertainties (see point 8 below). A straight piece-rate
system of remuneration assists both objectives, 2

2. As compared to capitalist societies, the level of reward for effort
is ineffectively determined in state socialist societies.

In capitalist societies remuneration for work and piece rates are fixed
scientifically, through the careful specification of tasks and the precise
timing of operations. In state socialist societies norms are “statisti-
cal”—that is, based on existing levels of output—or “centrally deter-
mined” outside the enterprise and therefore insensitive to local condi-
tions, or manipulated by management to redistribute income among
workers in the firm. “Norms thus no longer determined earnings, but
rather were set at levels that would provide proper levels of earnings.”
In reality we found that norms matched the corresponding jobs at least
as well at Allied as at Banki, and often better.

It is true that thirty years earlier, time-study men, stopwatches in
hand, occupied Allied’s shop floor timing jobs they suspected of having
loose rates. But they were too disruptive, incurring the hostility of
shop-floor management as well as operators. Workers could easily de-
ceive their adversary, and Taylorist practices had to be given up as coun-
terproductive.3® The time-study men have long since given way to the
industrial engineers, scouring through output records in a distant of-
fice. Now, so'long as operators don’t hand in more than 140 percent,
their jobs will not be subject to rate cutting. Naturally, operators often
produce at more than 140 percent, but they bank the excess for a rainy
day. Norms are changed only very rarely and the industrial engineers
have little idea which rates are loose.

At Biénki there is indeed an official norming process. Management
showed us the super-scientific methods they use to calculate norms
based on estimated time of the body motions involved. But, as we soon
discovered, this is mainly for show. The reality of the norming process
revolves around the annual norm cuts. Of this, about 2 percent is stip-
ulated as having come from norm cuts—called norm maintenance. In-
dustrial engineers examine the output figures and, largely by guess-
work, decide where the loosest rates must be. ‘

Proposals for norm changes are then sent to the department heads,
who consult with foremen, union officials, and, finally, the operators
themselves. Then there is a discussion as to whose jobs and which
norms should be cut.! Operators are thus actively involved in cutting
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their own rates, with two consequences. First, the looser rates tend to
get cut. Second, workers who have less power in the enterprise might
face tougher norm cuts. Thus, the norms on jobs done by women and
Gypsies tend to be tougher than those of the more skilled male workers.
In short, shop-floor negotiation of norms at Banki accounts for their
closer reflection of the job, while it is their “scientific” character which
explains the misfit at Allied.

3. Capitalist economies promote constant innovation in technique
and products, whereas in state socialist societies such pressure
toward dynamic change is weak.

We have so far been considering processes of “adaptation” of firms to
their economic environments. These processes take place continually at
Bénki in accordance with the exigencies of supply. Innovation, on the
other hand, refers to permanent changes in technology or organization
that enhance technical efficiency. In this field, socialist firms are reputed
to be particularly inept.

Eastern European societies seem to become less and less able to generate signif-
icant innovations in any of the substantial, value creating fields of social life
from technology through science to art. With the growth of a social-political
conservatism there proceeds the increasingly imitative character of their devel-
opment in all sectors of society.”

Capitalist firms, on the other hand, confronted with competition to pro-
duce new and ever-cheaper commodities to satisfy consumer demand,
are continually forced to change both what they produce and how they
produce it.

Joseph Berliner begins his account of the innovation decision in So-
viet industry with the statement, “It is the innovative vitality of the
modern capitalist economies that has placed the subject on the agenda
of the analysis of the Soviet brand of socialism.”* The Soviet enter-
prise, he argues, faces an unfavorable incentive system and decision
rules, organizational obstacles, and an unresponsive price structure.
Bonuses and sanctions are distributed according to the fulfillment of
plan targets, above all output targets (whether measured in monetary or
physical terms)—although, according to Berliner, reforms since 1965
have given profitability a more central role. Substantial overfulfillment
courts an increase in the targets—but not in the bonuses—in the next
period. Like machine operaters paid by piece rates, enterprise directors
have an interest in not overfulfilling above a certain percentage when
plans are slack, and in underfulfilling when the plans are taut. They
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bargain with central planners for loose plans, concealing capacity rather
than innovating.

. An innovating enterprise faces organizational obstacles that make the
incentive system even more unfavorable. Berliner enumerates the fol-
lowing: the shortage and uncertainty of materials and equipment, par-
ticularly if they are not routinely incorporated in the plan; the remote-
ness of the institutes of research and development from the day-to-day
realities of production; and the inadequacy of the sales organization.
Finally, the price structure compounds the problems created by the in-
centive system and organizational obstacles. Prices are important not as
a medium of exchange but as accounting devices to decide which deci-
sion rule to follow. They are generally based on the cost of production
plus a stipulated percentage for profit, without reference to its social or
use value. This by itself is a disincentive to introduce new technigues,
although it is somewhat counteracted by cost-reduction expectations
built into the plan, Since prices are also relatively permanent, older
products tend to be more profitable than newer ones, given the high
costs of innovation. Taking all these factors together, one wonders how
it is that an established state socialist enterprise ever introduces a new
technique or product.

The realities at Allied and Banki do not quite fit this picture. At
Bénki there are continual pressures to innovate, and management seeks
to reorganize production more efficiently, introducing more modern
mcMnew, recongtrucﬁng relations between departments, and improv-
ing planning and work scheduling, whereas Allied management seems
content to keep-on doing things in the same way as before, and visible
pressures for innovation are few. In 197475 the engineering manager
had plans to improve some of the equipment, but he had so little money
for research and new equipment that the plans never left the drawing
board. ‘

How can one account for this reversal of stereotypes? Allied is a di-
vision of a large multinational corporation. Its relationship to corporate
headquarters is akin to the stereotypical picture painted above of the
relationship between the state socialist enterprise and the central plan-
ners. It has few resources with which to innovate, and the central enter-
prise allows it to enter the open market and seek alternative customers
only when it has first supplied the needs of the corporation. The divi-
sion negotiates annual plans stipulating the number of each type of en-
gine it is expected to produce and the (internal) prices they will be sold
for. These plans may be arbitrarily changed during the year with the
changing demand for agricultural and construction equipment, for
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which the division does receive some compensation. During the period
of the study (1974-75), the general manager was replaced because of an
operating deficit. The sort of pressures that are preseutfed as obstacles
to innovation in state socialist firms can be found, for similar reasons,
in multinational capitalist corporations. .

At Bénki, on the other hand, pressure to innoyate comes directly
from the recognition that there are limits to planning; it is difficult to
plan innovation so it is “forced.” In addition to demanding tt_le produc-
tion of specific numbers of specific parts, the central enterprise expects
efficiency to increase by roughly S percent every year, of Wthl:l norm
cuts are, say, 2 percent, as outlined above. If left un'checked, this pres-
sure would make norms tighter and tighter, disruptive §truggles wgmld
develop on the shop floor, or workers Woulc‘i leave. This was precisely
what happened at Red Star Tractor Factory in the aftermath of the eco-
nomic reforms. 3 New machines or new products ailow management to
introduce new, and therefore looser, norms. Where the ratchet principle
operates there are continual pressures to innpvate. _ .

Berliner’s account of the innovation decision contains only two kinds
of actors, enterprise directors and state planners, whereas tille above de-
scription underlines the role of workers. One must establish not only
the external framework within which the enterprise operates but' the
exigencies of production as well. Here we see Fhat exte1:nal constraints,
including supply uncertainties and cost reduction, require management
to continually innovate in order to elicit the cooperation of Wor!«:r.s and
fulfill its plans. The response of the enterprise, }vhether caplta.h_st or
state socialist, to external pressures for innovation is by 1O means given,
but is instead critically dependent on relations among c.llﬁ'erent mana-
gerial departments and levels, as we shall see in later sections.?® But first
we must examine the process of production more carefully.

4. Planning leads to shortage and therefore hoarding, which further
intensifies shortage, creating anarchy on the shop floor, whergas
the market guarantees the efficient allocation of resources and
thus the smooth coordination of work.

Bur the Plan mentality has also spawned a chaos all its own. . . . The Plan
engendered storming, featherbedding in factory work forces, the end-of-the-
month hassle over raw materials, the short-changing, phony figures, and sys-
tematic deception at all levels.%

In both Marxist and non-Marxist literature the stereotype of capital-
ist work organization is one of effective coordination through manage-
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rial domination. The flow of raw materials between machines and the
distribution of labor are all smoothly integrated with one another
through scientific management and the expropriation of control from
‘the direct producer. State socialist work, on the other hand, is dogged
by malcoordination. Planners change the targets; supplies of materials
and machinery never arrive on time, in the right quantity, or even in the
right form, Production is continually disrupted, especially by “rush
work” or “storming” toward the end of plan periods. The literature
paints a picture of perpetual chaos as management strives to direct a
recalcitrant labor force toward ever-changing production operations
and quotas.?”

Again, the realities of the two firms belie the stereotype. The rush
work at Allied is much more intense and widespread than at Banki. At
Allied one frequently breaks setups and interrupts runs of pieces for
hot jobs that have to be done “yesterday.” Rush work and compulsory
overtime intensify as orders are due. The quality of work suffers too0.
Piles of defective pieces lie strewn over the shop floor, particularly
around the inspector’s bench. These, together with the uncompleted
engines lining the aisles; dissolve the image of efficient capiralist work
organization into a picture of confusion and anarchy. At Banki, materi-
als and completed parts move through the plant much more rapidly,
One never sees the piles of scrap; what scrap does appear is quickly
removed. One hardly ever breaks setups to begin a new job. Only once
during the two months in 1984 did we see this happen. Just before the
completion of the half-year plan, a fellow radial drill operator was asked
to start a new job before he had finished the one he was on. His fury
indicated just how rare such an event was. At Banki an effective system
of work scheduling stipulates what each department has to produce in
ten-day periods. As we moved toward the completion of the half-year
plan, overtime increased, but there was not the mad panic that could
descend onto the Allied shop floor when orders were due. 3

How can we explain this apparent reversal of stereotypes? Part of the
answer lies in Allied’s character as a division of a multinational COrpo-
ration, suffering from precisely the shortages and plan-target changes
from other divisions that stereotypically face the state socialist enter-
prise. Banki had managed to control the problem of supplies, in part
through the use of regional party ties and in part through effective ad-
vance planning and reorganization of management so that the material
supplies department is firmly under the surveillance of the production
manager. But other reasons why the work process is so much better
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coordinated and directed at Banki than at Allied relate to the utilization
of labor, to which we turn next,

5. Whereas capitalist firms attempt to reduce labor costs, state so-
cialist firms seek to hoard labor in anticipation of fluctuating la-
bor requirements and because it has zero marginal cost.

[A] Soviet director, still basically induced to place priority on the fulfillment of
an output-based target, and faced with the combination ?f short operational
plan periods and uncertain supply links with other orgmnons:‘ can b(.e ex’:
pected to be loath to part with any resources, however marginal. “Storming,
the mad rush at the end of the plan period to ensure plan fulfillment at any cost,
is still a key characteristic of the Soviet economic system, and stonnjng. is d.l:ﬁ-
cult if you do not have spare workers to throw into the melee when the situation
becomes desperate,*

So long as “excess” labor is built into the wage fund, there is no incen-
tive to reduce this particular cost. In the capitalist firm, on th‘e other
hand, managers seek to economize on labor—particular!y indirect la-
bor, the auxiliary employees who serve directly productive operators.
At Allied these are the truck drivers, crib attendants, inspectors, and
setup men. And there is indeed an attempt to economize on such auxil-
iary work, but it is counterproductive. .

First, particularly at the beginning of the shift, there are lines out-
side the crib and inspector’s office, as workers wait for tools or ﬁxturc?s
or for their first piece to be checked, while others hang around th&.nr
machines waiting for the trucker to deliver their stock. Paid on a -dally
rate, the auxiliary workers have no material incentive to work quickly,
and any incentive would be dampened by the apparently endless de-
mands on their time. Second, the shortage of auxiliary workers leads to
considerable lateral conflict between them and the operators straining
to “make out.” Minutes lost waiting for the trucker, inspector, or crib
attendant reduce output, making it more difficult to achieve the prized
140 percent. In short, the attempt to cut direct costs to the bone- leads
to major bottlenecks, inefficiencies, wasted time, and work disrup-
tion—none of which is found at Banki. There, an adequate supph.( of
auxiliary workers allows production to be effectively coordinated with-
out undue lateral tensions. One might wonder which of the two alter-
natives is preferable in terms of societal rationality: underemployment
inside the factory to absorb tensions created by shortages in the context
of rigid output targets, or unemployment outside the factory,. with as-
sociated attempts to cut labor costs inside resulting in mounting orga-
nizational tensions. This brings us to the next conventional wisdom,
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concerning the mechanisms of distribution of labor power among enter-
prises.

6. Administrative allocation of labor and/or central determination of
wages in state socialist societies makes the deployment of labor
less than optimal, whereas in capitalist societies the market as-
sures the optimal allocation of labor by rewarding it according to
its marginal productivity.

The owner of labour power is under a statutory obligation to sell his labour
power for a pricg which is administratively set and which has in principle noth-
ing to do with the surplus that labour will produce. The owner of labour is not
allowed to-bargain collectively or individually over the price of his labour power.
He cannot decide to withhold his labour and to try to sell the products of his
labour rather than his labour power. Under these circumstances we cannot
speak meaningfully of a labour market.®

‘This too is more or less the perspective of the official Soviet labor pol-
icy.! Nevertheless, few now give much credence to the idea that the
state directs the distribution of labor between enterprises even in the
Soviet Union.

Even under “high Stalinism”. . . the bulk of the working population were con-
strained by essentially negative controls, rather than active direction as such,
Since the death of Stalin, the situation has become simpler and we can say that
in general terms, only members of the Communist Party and new graduates, for
the first three years after graduation, are subject to active direction. . . . Coer-
cion, then, is not a key element in the process of labour planning in the contem-

- porary Soviet Union. . . . When it comes to the allocation of the given labour

force between jobs, between enterprises and between regions, it is hardly sur-

prising that the wage system does, and is meant to, play a fundamental role, as
it does in the West,*?

But that stereotype of the West is far from accurate. A considerable
literature shows how labor markets in advanced capitalist societies di-
verge from the model of perfect competition. The original dual labor
market perspectives pointed to the balkanization of markets supplying
different sectors of industry, to the importance of gender and racial dis-
crimination in the allocation of people to firms, and to the development
of internal labor markets, relatively sealed off from the external labor
market and operating through a distinctive set of rules based on senior-
ity. Sociologists have come a long way from the early crude models and
have begun to specify what structural variables (industrial sector, inter-
nal organization of the firm, market dominance of the firm) best ac-
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count for differences in income, security of employment, and working
conditions.” Whatever the differences among these writers, one thing
is clear—the idea of a perfect labor market is not tenable: Labor is not
rewarded according to its marginal productivity, and it does not move
freely between firms.

The organization of the labor market at Allied confirms this revision-
ist picture. There, workers join the firm at the lowest jobs, those requir-
ing the least skill and commanding the least pay, and proceed up an
internal “career” ladder by bidding on vacant jobs; the worker with
sufficient expertise and the most seniority gets the job. Layoffs operate
in reverse, so that through a system of bumping, workers with least
seniority get laid off first. Seniority also determines the size of one’s
benefits. This makes it expensive to move to another firm, where one
would begin again at the bottom of the job ladder. The longer one stays
with a firm, the more likely one will remain. Equally, management’s
right to fire workers is restricted to clear and persistent violation of rules
recognized by both union and management, which further inhibits the
effectiveness of the external labor market.

At Bénki there is no administratively developed internal labor mar-
ket with its systematic rewarding of seniority. Workers cannot be easily
fired, and management has little interest in firing workers in the face of
existing labor shortages. But workers can leave of their own accord if
they can find better jobs. Although average wages are centrally stipu-
lated, the enterprise is still left with the possibility of rewarding workers
according to their market price. Thus, for example, radial drill opera-
tors are in short supply, and so management has to find some means of
holding on to them. It is not possible to increase their basic wage di-
rectly, so instead they are given a lot of overtime, some of which is not
actually worked. In other parts of the factory, management in 1984 was
considering setting up a Vdllalati Gazdasdgi Munkakozoség (VGMK),
essentially a system of internal subcontracting whereby self-selected
and self-regulating worker collectives are assigned to and paid for the
completion of a given task. This system allows workers to receive
higher rates of pay for work done in normal hours without it being
charged to the firm’s wage fund.* These maneuvers to increase work-
ers’ pay, also found in the Soviet Union,* demonstrate the strength of
the external labor market in affecting the distribution and price of la-
bor,* Indeed, it is stronger at Banki than at Allied, whose internal labor
market provides insulation from the external one.

None of this should be surprising. Planning meets definite limits in
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the subjective character of labor power as potential producer and con-
sumer. Dictatorship over needs is impossible; one can only indirectly
control productive activities through training and incentives, and con-
sumption through the provision of a limited range of goods. State inter-
vention in the labor market has only limited impact.*’ To be sure, in the
heyday of socialist primitive accumulation there were attempts at a true
dictatorship over needs, but, like programmatic attempts to minimize
state intervention under early capitalism, they had to be given up as
hopeless.*® Just as capitalism necessarily contains an irreducible arena

of central direction, so state socialism must contain an irreducible arena
of market forces.

7. In state socialist societies, conflict between management and
‘workers is either repressed or atomized; in advanced capitalist
societies, it is institutionalized and collectivized.

The totalizing social system of domination which encompasses nearly all areas
of individual life and involves each individual in a complicated set of dependen-
cies upon (and complicity with) the apparatus, has, as it were, two faces. On
the one hand it means not only the lack of formal safeguards (for individuals or
communities) against the actions of the apparatus, but also the actuality of an
enormous pressure generated by the latter to disrupt all informal, spontaneous
social connections and ties beyond the confines of the family. On the other
hand, the ensuing atomization of individuals is accompanied by a system of
measures which provide relative protection against chance mishaps and, more
importantly, give a safe and orderly character to everyday existence. (This nat-
urally again characterizes the developed social system and not the epoch of its
historical establishment.) And most of the “cushioning-off*’ measures exist not

as clearly stated and enforceable rights, but as favours granted for good behav-
jour,#

Seeger states this in a more extreme idiom:

The end result is a collection of sullen, disillusioned, unproductive workers
who have little say in economic decisions and who have no outlet for their griev-
ances. The party which claimed to represent them and guarantee them a privi-
leged position in society has failed them. No other institution has been permit-
ted to challenge the party for authority. It is easy to see why the regime reacted
so quickly and so brutaily to repress the tentative efforts by a few workers to
organize independent trade unions,

How do our two factories measure up to these images? At Banki there
are few signs of the union or party defending the interests of workers
against management. Indeed, in most workers’ eyes the party and the
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union are instruments of managerial domination. But that does not
mean that struggles are necessarily repressed or atomized. Rather, as
Michel Crozier has argued in the French context, uncertainty, so char-
acteristic of the labor process in a state socialist enterprise, provides the
foundation of considerable worker power and potential resistance to
managerial dictatorship.*! On the one side, shop management at Binki
is very powerful on the shop floor. In particular, the foreman commands
a wide range of resources (including the allocation of special bonuses,.
vacation time, new tools, and “standstill” pay), and is centrally involved
in any transfers or promotions in his section.’? On the other side, key
workers are able to pose considerable countervailing power by virtue of
their position in the labor process or their particular skill and experi-
ence. Management is forced to rely on such workers, so that they are
able to extract concessions in defense of their interests. Such key work-
ers are all the stronger when there are union officials and party members
in their midst, Similar bifurcation of the labor force has been found
among construction workers,”® among machine operators,’ among
electronics workers,” and among transportation workers.’ As Maké
and Kertesi and Szirdczki have argued, within the firm a core and pe-
riphery develop, following the character of the production process and
reinforced by the distribution of party and union officials.*

At Allied, struggles are indeed institutionalized, but for that very
reason they are also atomized. The internal labor market and grievance
machinery constitute workers as individuals with rights and obliga-
tions, Workers® ability to bid off their jobs gives them a definite if lim-
ited power vis-a-vis shop-floor management. If this undermines collec-
tive organization, it also constrains managerial autocracy. The foreman
in particular has less authority than at Banki, where he is not bound by
a set of intricate rules governing the distribution of workers and work,
grievances, and collective bargaining. If workers at Allied are pFotected
from arbitrary managerial depredations, at the same time their interests
are tied to the firm by virtue of the rewards for seniority and collective
bargaining. .

In 1974, these institutions appeared to be as natural and inevitable as
capitalism itself. Since then, recession, mounting unemployr_nent, :an_d
an aggressive assault on union strength have met with relatively little
effective resistance from the rank and file, precisely because the organs
of collective grass-roots struggles have been eroded. The very institu-
tions that before protected workers and bound them to the firm have
been turned against them to extract concessions and reimpose a new

'managerial despotism in the factory.*® Conflict is less institutionalized

Mythologies of Industrial Work 77

and managerial domination more and more arbitrary, Again the stereo-
type is confounded,

8. Bureaucracy pervades state socialist societies, hampering the ef-
ficient organization of work and undermining responsiveness to
human needs.-Capitalist societies, on the other hand, operating
through the market, assure the optimal allocation and coordina-
tion of resources while catering to consumer tastes.

The directive planning of state socialism is frequently linked to a vision
of a monstrous and inhuman bureaucracy which is unresponsive to
pressure from below. “The Soviet bureaucracy has to be inefficient in
order to accomplish its true aim: to stem the tide, to defer the satisfac-
tion of the population’s needs.”* Enterprises are hamstrung by rules
that lead to suboptimal allocation of resources, to the production of
waste. As ever, under capitalism the market guarantees the smooth in-
tegration of production functions, as well as linking supply to demand.

In reality it turns out that Bénki is relatively free of restrictive rules
while Alljed is enshrouded by bureaucratic regulation. We have already
noted the importance of the internal labor market, the grievance ma-
chinery, and collective bargaining at Allied. And these institutions op-
erate through a set of well-defined bureaucratic rules that protect work-
ers against managerial arbitrariness. At Banki we noted the absence of
such explicit rules and management’s ability to direct work and workers
within limits defined by the bargaining power of core workers. There
may be rules, but no one takes much notice of them.

Rules at Allied have two sources. First, they emerged with labor
struggles in the 1930s when the foundations of the existing labor legis-
lation were laid—the period of the depression, when labor sought se-
curity above all else, and capitalism was suffering from a crisis of under-
consumption. The rules forged out of the struggles gave labor an array
of job rights, more or less unique among capitalist societies. But rules
on the Allied shop floor have another source: They have been a means
for higher management to exercise control over production. 5! Depart-
ment heads regularly promulgate rules dictating the way their shop-
floor agents should behave. Thus, there are always new rules regulat-
ing the removal of tools and fixtures from the crib, the inspection of
Dieces, the distribution of job and setup cards. Each new set of rules
disrupts the lateral coordination of work and exacerbates tensions be-
tween operators and auxiliary workers. Operators spend most of their
time maneuvering around the rules in an attempt to recoordinate work
on the shop floor.
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At Bénki the union is too weak and collaborative to enforce rules that
would defend workers against management. But more interesting is
that we did not notice attempts by higher management to direct produc-
tion on the shop floor. The planning department stipulates what must
be produced every ten days and with what materials, but it is up to
shop-floor management to organize the production process itself. 'I:he
department superintendent is as much an emissary and representative
of the interests of the department as he is the agent of higher manage-
ment. In other words, top management grants the workshop a certain
autonomy in order to meet the exigencies of an uncertain environment,
in this case particularly technological scarcity. We can now see a further
function of the piece-rate system. It is not merely a means of stimulat-
ing hard work; it also compels a creative autonomy in response to disrup-
tions in the production process. Shop-floor control, whether manage-
ment or worker directed, far from being inimical to planning is the sine
qua non of efficient production in the context of endemic supply con-
straints generated by centrally directed economies. Bruszt’s study of
foreign management consultants shows how the attempt to impose cap-
italist rationality in the form of scientific management and bureaucratic
lines of authority can lead to chaos in a Hungarian firm.5?

Conclusion

Can state socialist firms be as efficient as capitalist firms? We have ar-
gued that the technical efficiency at Banki’s machine shop was greater
than at Allied’s. In comparison to Allied, Binki operators work as hard
if not harder and produce higher-quality work, norms are better ad-
justed to jobs, pressure for innovation is more continuous, planning on
the shop floor is more effective, the external labor market is better able
to tie rewards to skills and experience, and bureaucratic rules that inter-
fere with production are more limited. This flies in the face of conven-
tional wisdom; the reader may continue to insist that these are two freak
cases and that nothing more can be learned from them. However, we
believe our comparative case study has more than curiosity value. It
does offer clues as to the conditions under which state socialist firms
might be more technically efficient than equivalent firms in advanced
capitalist societies. .
Throughout the discussion of the eight stereotypes, time and again
we noted how Allied approximated to the stereotype of the socialist firm
and Bénki to the stereotype of the capitalist firm. It is as if we have
stumbled across a capitalist firm in a socialist society and a socialist firm
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in a capitalist society. And there is a kernel of truth here: The capitalist
corporation can in some ways be likened to a socialist society. It operates
through the centralized appropriation and redistribution of surplus
from the member divisions so that the relationships among the divisions
are akin to relations among enterprises in a socialist society with a pater-
nalistic relation to the center. This certainly was true of the relationship
of Allied to its headquarters, despite its self-financing appearance. It is
not surprising, therefore, that this hierarchical relationship should give
rise to problems of shortages, rushing, poor-quality work, and so forth.
The corporation insulates the division from market pressures. Corre-
spondingly, the socialist enterprise seals off its constituent firms from
the state, permitting, aithough not necessitating, economic criteria to
dominate relations among those internal units. Clearly our own models,
formulated in the first-part of this chapter, and those from which they
were derived, do not adequately distinguish different levels, in particu-
lar the enterprise and its component firms.

Thus Kornai’s models of capitalism and socialism tend to conflate
these two distinct organizational levels. This shortcoming is linked to
another one: the failure to distinguish different stages of development
of capitalism. There is only one model of capitalism, that of classical
capitalism in which firms engage in perfect competition. The advent of
advanced or monopoly capitalism can be linked to the growth of the
large corporation, and with it the development of hierarchical relations
among its constituent firms. As Alfred Chandler has shown, the large
corporation proved to be successful only where the centralized, func-
tionally departmentalized structure gave way to an organizational struc-
ture based on semiautonomous divisions operating as profit centers.53
Yet no matter how autonomous the divisions, they are still bound into a
paternalistic relationship with the center, with all the potentially disrup-
tive effects we discovered at Allied. In other words, like the decentrali-
zation reforms in the Soviet Union and Eastern Europe, the transition
to the multidivisional structure ameliorated but did not eliminate the
transaction costs of the large corporation.* We see this reflected in the
difficulties facing some of the biggest U.S. corporations today and in
the move toward conglomeration. For example, during its demise,
United States Steel displayed many of the problems normally attributed
to socialist planning. It is not a coincidence, perhaps, that the move
toward “mini-mills,” that is, small autonomous mills using electric arc
furnaces, is most pronounced in the United States, and that United
States Steel, for example, has been a front-runner in the diversification
of investment,
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On the other hand, where Hungarian firms are not insulated from
the state by a corporate structure they are more likely to display the
features we found at Allied, that is, to conform to their stereotype.
Thus, in the following study of the largest Hungarian steel mill, which
has no semiautonomous divisions such as Banki, we found the distinc-
tive problems of shortages, inefficiency, and bad planning. It would
seem then that in the present phase of socialist development the chances
for technically efficient firms are enhanced by an enterprise structure
which contains autonomous units linked by economic ties. While the
enterprise center will bargain with the state, its constituent firms are
more insulated from the wider political arena. It is perhaps no coinci-
dence that despite all the talk of decentralization, the average size of the
Hungarian enterprise has continued to increase since the economic re-
forms of 1968. Contrary to conventional wisdom, the multidivisional
corporate structure, that is, the very structure which is now facing grave
difficulties in advanced capitalism, may be conducive to efficiency in
state socialist countries. . :

At a theoretical level, these speculations suggest that the models
based on shortage and overproduction economies that we developed
earlier in the chapter are inadequate. Both advanced capitalist and state
socialist societies display features of both types of economy, but at dif-
ferent levels. However, this is not another version of convergence
theory, for the most important determinant of the character of a society
is the outermost ring—the hierarchical relations of state to enterprise in
state socialism, and the market relations among enterprises in advanced
capitalism. To be sure, the market fills functional gaps in the state so-
cialist economy and the state performs a similar plumbing role in ad-
vanced capitalism, but these interventions are supplementary. They do
not alter but reflect the underlying differences between the two types of
society. -

PART TWO: IDEOLOGY AS REALITY
The Lenin Steel Works

Introduction

In the introduction to part 1 we argued that theories of totalitarianism
took ruling ideology too seriously. Either ruling ideology determined
reality, or it became the basis of a restrictive and homogenizing lens
through which to interpret reality. Either Marxism-Leninism was a ve-
hicle for extracting conformity from all layers of society, or it was a
benchmark against which to contrast the actual lived reality of state so-
cialism. In reaction to these two modes of exaggerating the importance
of ideology, two correctives emerged in which ideology largely disap-
peared. On the one hand, convergence theory argued that technology
and economic development, not ideology, were the driving force behind
changes in state socialism. On the other hand, institutional life proved
to be much more diverse and complex than simply the inversion of rul-
ing ideology would suggest. In this second part we propose to restore
ideology to its proper place as shaping the way people interpret and then
respond to their lived experience.

We begin, as before, with the contrast between capitalism and state
socialism. Unlike all other modes of production, capitalist appropria-
tion of surplus from direct producers is invisible, so much so that
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